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INTERROGATORIES OF THE DIRECT MARKETING ASSOCIATION, INC.

TO UNITED STATES POSTAL SERVICE WITNESS TAYMAN

DMA/USPS-T6-1.  Please refer to Table 4 on page 6 of your testimony.  In particular, please refer to the row titled "Before Rates FY 2003*."

(a)  Please confirm that this table shows that expenses in Before Rates FY 2003 (excluding contingency) are projected to be 4.1 percent higher than FY 2002 expenses.  If not confirmed, please explain fully.

(b)  Please confirm that expenses in Before Rates FY 2003 (including contingency) are projected to be 7.2 percent higher than FY 2002 expenses.  If not confirmed, please explain fully and provide the appropriate expense growth figure for Before Rates FY 2003 (including contingency).

(c)  Please confirm that 7.2 percent expense growth is the highest percentage increase in expenses since FY 1991.  If not confirmed, please explain fully.

DMA/USPS-T6-2.  Please refer to Table 5 on page 7 of your testimony.  Please define workyear as used in this table.  

DMA/USPS-T6-3.  Please refer to Table 6 on page 8 of your testimony.  Please confirm that the Total Debt figures in this table are end-of-year figures.  If not confirmed, please explain fully.

DMA/USPS-T6-4.  Please refer to Table 7 on page 9 of your testimony.  Please explain why current assets decreased by more than $1.3 billion between FY 1995 and FY 1996.

DMA/USPS-T6-5.  Please refer to page 18 of your testimony where you state, "A significant amount of growth in FY 2001 results from non-recurring costs related to the start up of the Fed Ex contract and bringing the Priority Mail network in house."

(a)  Please provide a list of all cost reduction and other programs in this case related to bringing the Priority Mail network in house.

(b)  For each of the cost reduction and other programs listed in your response to subpart (a), by how much did the program increase or decrease Postal Service costs as a whole.

(c)  For each of the cost reduction and other programs listed in your response to subpart (a), by how much did the program increase or decrease Priority Mail costs.

 (d)  Please provide a list of all cost reduction and other programs in this case related to the Fed Ex contract.

(e)  For each of the cost reduction and other programs listed in your response to subpart (d), by how much did the program increase or decrease Postal Service costs as a whole.

(f)  For each of the cost reduction and other programs listed in your response to subpart (d), by how much did the program increase or decrease Priority Mail costs.

DMA/USPS-T6-6.  Please refer to page 21 of your testimony where you state, "In order to predict costs, known and reasonably certain cost changes are projected.  In addition, estimates based on reasonable assumptions (for costs which will certainly change, but for which the rates of change are not precisely known) are made."  Please confirm that the uncertainty for "known and reasonably certain cost changes" is lower than that for cost changes estimated "based on reasonable assumptions."  If not confirmed, please explain fully.

DMA/USPS-T6-7.  Please refer to page 46, lines 22-23 where you discuss the cost of new delivery facilities.

(a) Please provide the average cost per new facility individually for bulk mail centers (BMCs), new processing and distribution centers (P&DCs), new processing and distribution facilities (P&DFs)?  Please describe how you calculated this figure.

(b)  How many BMCs does the Postal Service currently operate?

(c)  How many delivery facilities does the Postal Service currently operate?

(d)  How many  P&DCs does the Postal Service currently operate?

(e)  How many P&DFs does the Postal Service currently operate?

(f)  Does the Postal Service have information on the following subjects for each of its facilities?  If not, please describe in detail the portions, if any, of this information that the Postal Service does have for some or all of its facilities.  Please provide any and all such information as a Library Reference and indicate the source of this information.


(i)  Facility type (e.g., P&DC, delivery facility)


(ii) Date of purchase


(iii) Initial purchase price


(iv) USPS cost for upgrades and modifications


(v)  Current market value


(vi) Current book value


(vii) Address

(g)  Please provide the following information in an electronic spreadsheet format for all facilities that the Postal Service has sold in the last ten years.  Also, please indicate the source of your data.


(i)  Facility type (e.g., P&DC, delivery facility)


(ii) Date of purchase


(iii) Initial purchase price


(iv) USPS cost for upgrades and modifications


(vi) Date of sale


(vi) Book value at time of sale


(vii) Sale price


(vii) Address

DMA/USPS-T6-8.  Please refer to page 53 of your testimony, where you state, "The baseline economic forecast used in the Postal Service's volume and Revenue projections is assigned merely a 55 percent probability by DRI - WEFA.  The other DRI-WEFA scenarios - Late Recession (10 percent probability) and Pessimistic (35 percent probability) - have less economic growth through the test year."

(a)  Has the Postal Service estimated Test Year Before Rates volumes using the DRI-WEFA Late Recession or Pessimistic forecasts?  If so, please provide them in a format similar to Exhibit USPS 6C.

(b)  Were the inflation estimates that the Postal Service used in the rollforward based upon the same baseline economic forecast that was used to project volume and revenue?  If your answer is anything other than an unqualified yes, please explain fully.

(c)  For every price index used in the rollforward, please provide the equivalent value based upon the DRI-WEFA Late Recession scenario.

(d)  Please provide the date each of the forecasts was prepared for each of the 18 series you show in your exhibit USPS 6T.

(e)  For every price index used in the rollforward, please provide the equivalent value based upon the DRI-WEFA Pessimistic scenario.

DMA/USPS-T6-9.  Please refer to your Exhibit USPS-6Q.  Please define the following types of personnel cost level changes and describe the method that you used to calculate each type of personnel cost level change: 

(a) Carryover Costs

(b) New Costs

(c) Net Lump Sum

(d) STEP/MERIT

(e) ROLLUP PREMIUM

(f) OTHER

DMA/USPS-T6-10. Please refer to Exhibit 6O of your testimony.  For pay increases that begin in the middle of one year, please describe the meaning of an effective pay increase amount that occurs in the following year.

DMA/USPS-T6-11.  Please refer to Exhibits 6O and 6Q of your testimony.  Please explain the relationship between the $163.95 and $409.45 figures in the FY 2002 column of Exhibit 6O and the $131,853 figure in the Carryover COLA cost column on page 2 of Exhibit 6Q.

DMA/USPS-T6-12.  Please refer to Footnote 17 on page 17 of your testimony and Footnote 18 on page 18 of your testimony.  Please explain the difference between the $1.4 billion in breakthrough productivity savings mentioned in Footnote 17 and the approximately $1.1 billion in breakthrough productivity savings ($351 million plus $400 million plus $350 million) identified in Footnote 18.

DMA/USPS-T6-13.  Please refer to Exhibit G of USPS-LR-J-49 where you identify $350 million in FY 01, $400 million in FY 02, and $350 million in FY 03 of Other Program Breakthrough Productivity savings.

(a) Please describe all initiatives that the Postal Service includes in the Breakthrough Productivity Other Program.

(b) Please provide in an electronic spreadsheet format a disaggregation of the Other Program Breakthrough Productivity savings by fiscal year, cost segment, mail class, and mail subclass. 

DMA/USPS-T6-14.  Please provide the date each of the forecasts was prepared for each of the 18 series you show in your exhibit USPS 6T.

DMA/USPS-T6-15.  Page 62  of your test says that “Total Factor Productivity (TFP) measures the growth or decline in the Postal Services productivity from year to year.

(a) Please provide total factor productivity changes for all years that the USPS has been calculating TFP.

(b) Please provide TFP for TYAR

(c)  Please also fully describe the methodology for calculating TFP.

DMA/USPS-T6-16.  Given the timing of the filing of Docket No. R2001-1, please confirm that the USPS could implement the rates resulting from this case before the start of the test year.

DMA/USPS-T6-17.  Please confirm that the mail volume and mail and services revenue forecasts for 2003 in your Exhibit USPS 6T are before rates estimates.

DMA/USPS-T6-18.  On page 6 of your testimony, you state, “The 3.2 percent expense growth projected for FY 2002 is the second lowest such growth rate over the 13 years in the table, as well as the second lowest such rate since Postal Reorganization in 1971.” 

(a) Please provide volume changes on this chart. 

(b)  Please confirm that when you do so, the volume growth for this year will be the third lowest on the chart.  

DMA/USPS-T6-19.  On page 6 of your testimony, you state, “The 4.1 percent projected expense growth for FY 2003 before rates is lower than eight of the thirteen years displayed in the table” Please refer to your Exhibit 6C.  

(a) Please confirm that the exhibit shows total mail growth of 6.639 billion pieces between FY 2002 and TYBR.

(b)  Please confirm that of these 6.639 billion pieces, 5.193 billion are Standard Mail. 

(c) Please also confirm that the unit cost for Standard Mail is less than the average unit cost for all mail.

DMA/USPS-T6-20.  Table 9 on page 10 of your testimony provides assets from FY 1989 to FY 2000.  Please provide assets from 1972-1988 .

DMA/USPS-T6-21.  In the last five years, has the Postal Service asked Congress to increase the USPS debt limit.  If so, please provide the date of each request and the position that the House and Senate took on raising the Postal Service's debt limit in response to each request.

DMA/USPS-T6-22. On page 11 of your testimony, you state, “In my testimony that follows, I project the expected results for the Test Year.  The Test Year deficiency, if the proposed rates are not implemented, will be approximately $5.3 billion, which includes a reasonable contingency and prior years’ losses recovery.“

(a)   Please confirm that the projected loss in the Test Year is $2.460.7 billion. If you cannot do so, please provide the correct figure.

(b)  Please confirm that the difference between the “Test Year deficiency” and the projected loss is a contingency of $2.191 billion dollars and recovery of prior years losses of $632.8 million.

DMA/USPS-T6-23.  Please refer to your Exhibit USPS 6-M.

(a) Please confirm that total USPS accrued costs are estimated to increase by $3.229 billion from FY 2000 to FY 2001, by $2.162 billion from FY 2001 to FY 2002, and by $1.841 billion from 2002 to TYAR.  If you cannot confirm, please provide the correct amount.  

(b) Of these increases, what percentage is due to cost-level increases in each of these years?

(b) Of these increases, what percentage is due to the city carrier non-volume workload effect in each of these years? 

(c) Of these increases, what percentage is due to the rural carrier non-volume workload effect in each of these years?

DMA/USPS-T6-24. On page 14 of your testimony you state, “Additional delivery points are an important expense driver for the postal system.   Between the base year and the test year the Postal Service will have added approximately 5 million new delivery points to its network.  This is equivalent to three cities the size of Chicago.  The Postal Service does not charge for existing or new delivery points.  This is very different from other services, such as electric, gas, water, and local telecom, which virtually without exception have some sort of monthly access, hookup, or system charge.  Moreover, our pricing structure is not designed to fund network growth.  When mail volume growth is less than network growth, as it is currently and is projected to be the case through the test year after rates on a cumulative basis, this limitation of our pricing structure places pressure on rates to rise faster than inflationary pressures otherwise dictate. “ 

(a)  Please confirm that in the rollforward program the non-volume workload effect for city carriers is less than $46 million in FY 2001, less than $50 million in FY 2002, and about $52 million in the Test Year.  If you can not do so, please provide the correct figures. 

(b)  Please confirm that in the rollforward program the non-volume workload effect for rural carriers is $63 million in FY 2001, $70 million in FY 2002, and about $75 million in the Test Year. 

If you cannot do so, please provide the correct figures.

DMA/USPS-T6-25.  On page 16 of your testimony, you state, “As identified in Section f. below, large Breakthrough Productivity Initiative (BPI) savings or Bold Actions in Cost Segment 2 are identified in Fiscal Year 2002 ($69.0 million) and Fiscal Year 2003 ($50.0 million).”  

(a) Please define and describe “Bold Actions” in as much detail as possible.  

(b) Please provide all material in the possession of USPS explaining the meaning of “Bold Actions.”  

DMA/USPS-T6-26.  Please list all cost reduction programs for FY 2001 that were included in the rollforward in Docket No. R2000-1 that are not part of the rollforward in Docket No. R2001-1.  For each of these programs, please provide the cost savings estimated in Docket No. R2000-1 and describe why it is not included in Docket No. R2001-1.

DMA/USPS-T6-27.  Please refer to Table 6 on page 8 of your testimony.  

(a) Please confirm that the time periods listed in the first column are Government Fiscal years. 

(b)  Each of the two rows following the row labeled “TQ” is labeled “FY 1977.”  Please confirm that “TQ” is an abbreviation for “Transition Quarter”. 

(c)  Please confirm that the first of these two rows should be labeled “FY 1976”.  If you do not confirm, please provide the appropriate label and an explanation thereof.

(d)  If the time periods listed in the first column are Government Fiscal years, please explain the need for and meaning of a “TQ”.

DMA/USPS-T6-28.  On May 7,  DMNews had a headline “Kmart runs banners ads on USPS web site”. 

(a)  Please confirm that these ads ran. 

(b)  Please also confirm that the story said. 

“Banner advertising on the USPS Web site is offered as part of the Postal Ad Network, which makes a variety of postal service assets available to advertisers, including delivery vehicles, collection boxes, and Priority Mail and Express Mail packaging.’ 

(c) How long has the Postal Ad Network been in existence?  

(d) For each of these years, what were its revenues?  

(e) Are projected revenues for the Network included in revenue estimates of FY 2001 through FY 2003?  
(i) If not, why not?  (ii) If so, where are they reflected and what is their magnitude?

DMA/USPS-T6-29.  Please provide a copy of the Corporate Flats Strategy, prepared by Operation Planning and Processing, July 2001.  

(a)  Please confirm that page 2 says, “To ensure that these and other flat-shaped products remain affordable, actions must be immediately taken to mitigate recent cost increases.”

(b)  Please list all such actions that the Postal Service has taken or intends to take prior to the end of the Test Year.

(c)  Are all such actions reflected in cost reduction or other programs? 

(d)  If your answer to (c) is yes, please provide a reference for each. 

(e)  If your answer to (c) is no, please explain why.

DMA/USPS-T6-30.   The September 17, 2001 issue of Business Mailers Review (attached), at page 6, says, “PMG Potter opened the board meeting last week with a report on his first 100 days as postmaster general.  In his comments he noted that the Postal Service plans to announce the consolidation of whole plants or tours in mid-October, to be effective in January.” 

(a)  Please confirm these comments.  

(b)  Please describe the consolidation in as much detail as possible, including the plants or tours that will be affected. 

(c)  Is the consolidation reflected in the Postal Service’s filing in this case? 

(d)  If your answer to (c) is yes, where are they reflected?

(e)  If you answer to (c) is no, why are they not reflected?

DMA/USPS-T6-31.  The September 17, 2001 issue of Business Mailers Review, at page 6, goes on to say “In addition, the USPS continues to work closely with stakeholders and the General Accounting Office to develop a transformation plan.  ‘An initial draft outlining the many areas of consideration will be forthcoming at the end of the month:, he [PMG Potter] said.’”   Please provide the draft.  

DMA/USPS-T6-32  The September 17, 2001 issue of Business Mailers Review, at page 4, says “The new organization reduces the number of Headquarters officers by 20% and downsizes the number of headquarters and headquarters-related positions by 800 people.  Potter has eliminated two area offices, the Mid-Atlantic and Midwest areas, folding their territory into other areas.  The eight area offices will continue to reduce their staffs to meet their 30% reduction target.”  

(a) Are the cost savings from these changes reflected in cost reduction program or other programs?  

(b)  If so, where? 

(c)  If not, why not?

DMA/USPS-T6-33.  Payments are due the Postal Service under the Revenue Foregone Reform Act of 1993.

(a) Please describe the timing of payments due to the Postal Service under the Revenue Foregone Reform Act of 1993. 

(b)  Has the Postal Service asked Congress to advance payments on the schedule? 

(c) If not, does the Postal Service intend to ask Congress to advance payments on the schedule?  

(d) Are advanced payments reflected in the projected revenues of the Postal Service? 

(e)  If Congress were to pay their RFRA liability in advance of the schedule, how would the Postal Service book the revenue?

DMA/USPS-T6-34.  Please refer to page 21 of your testimony where you state, "For FY 2002 and the Test Year, an assumption is made that the total change in wages will equal the rate of change in the Employment Cost Index for Wages for Private Industry (ECI) less one percent.  The change in wages assumed to be effective on October 1 reflects the percentage change in the ECI over the previous 12 months, less one percent."

(a) Please provide all Postal Service documents related to the Postal Service's "ECI-1%" position on wage increases.

(b) Please describe the origin and history of the Postal Service's "ECI-1%" position on wage increase.

(c) Is it the Postal Service's position that wage increases for postal workers should increase at an annual rate that is no higher than ECI-1%?  If your response is anything other than an unqualified yes, please explain your response fully.

