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PROCEEDINGS
{9:33 a.m.)

COMMISSIONER COVINGTON: Good morning to everyone.
Today we continue hearings in Docket No. R2001-2 and
MC2001-2. We'’re here today for the purposes of receiving
testimony filed on behalf of Intervenor, United Parcel
Service, and the Commission’s Office of the Consumer
Advocate in regponse to the direct case of the United States
Postal Service.

Before the testimony, let us address some
housekeeping matters in this case. On Cctober 25, two days
after the hearing on the Postal Service case in chief, the
Service filed the response of Witness O’Hara to four
outstanding interrogatories, together with a motion for
their late acceptance. On the following day, the Postal
Service filed another motion for late acceptance, together
with responses to three additional interrogatories plus
Witness O‘'Hara’s written response to questions poised from
the bench during the hearing on October 23.

Now, at this time does any party wish to respond
to the Postal Service motion for acceptance of the late
filed interrogatory responses? Mr. McKeever?

MR. MCKEEVER: Mr. Commissioner, we certainly have
no objection to the fact that they were filed late. We
would appreciate the opportunity to have certain of that

Heritage Reporting Corporation
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material entered into the record as additional cross-
examination of the witness.

COMMISSIONER COVINGTON: Okay.

MR. MCKEEVER: I can do that at this time or at
your pleasure,

COMMISSIONER COVINGTON: In light of that, Mr.
McKeever, we would probably --

Mr. Heselton?

MR. MCKEEVER: I did discuss this with the Postal
Service, incidentally, over the last couple of days before
the hearing, and the Postal Service indicated that they
would have no objection to our entering some of these
interrogatory answers and the regponses, at least one
response that we intend to enter into the record, into
evidence today.

MR. HESELTON: That’s correct, Commissioner
Covington.

COMMISSIONER COVINGTON: Okay. In light of that
then, I shall grant the Service’s motion for acceptance of
the late filed responsesgs in the interest of developing a
complete record in this proceeding.

Does UPS or any other party wish to designate any
of these responses for inclusion in the evidentiary record?

MR. MCKEEVER: Mr. Commissioner?

MS. DREIFUSS: I am sorry. Commissioner

Heritage Reporting Corporation
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Covington, I am not sure if United Parcel Service is
intending to enter both the Question 1 response and Question
2 response to Commissioner questions into the record today.

COMMISSIONER COVINGTON: Okay.

MS. DREIFUSS: If he does not intend to enter
both, then I would like to enter both.

MR. MCKEEVER: Our intention, Mr, Commissioner,
would be to enter into evidence Mr. O'Hara’s responses to
UPS Interrogatories 44, 53, 54, 55, 56, and his response to
Quegtion 1 posed by the Commission.

We did not intend to introduce into evidence other
interrogatory answers that may have come in late or his
response to Question 2.

MS. DREIFUSS: In that case, Commissioner
Covington, I would also like to have entered into the record
Dr. O'Hara’s response to Question 2 from the Commission, and
I have brought two copies and his declaration to make that
possible.

MR. MCKEEVER: And I have two copies of the
material that we would like to have admitted by stipulation
with the Postal Service. 1 am prepared to provide two
copies of that material to the reporter, and I move that it
be admitted into evidence.

COMMISSIONER COVINGTON: Thank you, Mr. McKeever.
Thank you, Ms. Dreifuss.

Heritage Reporting Corporation
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For the record, that was Ms. Shelley Dreifuss from
the PRC’s Office of Consumer Advocate.
At this time, Mr. McKeever, would you provide two
copies of the response to the reporter?
MR. MCKEEVER: Yes, Mr. Commissioner.
COMMISSIONER COVINGTON: With that, these
additional designated responses of Witness O'Hara are
received into evidence and are to be transcribed into the
record.
{The document referred to was
marked for identification as
UPS/USPS Exhibit No. T1-44 and
was received in evidence.)
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RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF
UNITED PARCEL SERVICE

UPS/USPS-T1-44, Refer to Library Reference USPS-LR-1, DC-LR.xls, tabs "WP-
p.3 Daily Data” and “WP-p.4 Weekly Data,” which contain Priority Mail volume
information.

(a) Provide, in the same format, volume information for Parcel Post similar to that
provided in ‘WP-p.3 Dally Data.”

{b) Provide, in the same format, volume information for Parcel Post similar to that
provided in ‘WP-p.4 Weekly Data.”

RESPONSE: (a)

Daily Parcel Post Volume Data: Retail Window-Entered & PERMIT System

CY 2000 |Parcel Post [Est. Retall  [PERMIT Exp.  [Non-Exp. (2001

Datex  {Volume Parcel Post  |System Retall  |Retall Dates

Entered at  {Vol: Parcel Post [Vol, Vol,
POS Sites (POS*100/70 [Vol.
(Mitlions) (Miitions)

11124100 70,387 0.100553 1.415905 0.1} 11/23
11/25/00 43,794 0.062663 0.625768 0.1] 11724
11/26/00 1,612 0.002303]  0.006365 0.0] 11/25
11/27/00 127,594 0.182277 1.386781 0.2] 14/26
11/28/00 107,455 0.153507 1.551424 0.2 1127
11/28/00 08,968 0.141383 1.144271 0.1 11/28
11/30/00 98,880 0.141257 1.331431 : 0.1} 11729
12/01/00 118,470 0.170671 1.287409 0.2] 11720
12/02/00 73,350 0.104786 0.775946 - 0.1 0.1} 121
12/03/00 2,368 0.003383 0.045024 0.0 122
12/04/00 188,694 0.269563 1.585479 0.3 1213
12/05/00 162,264 0.231849 2.304063 0.2 12/4
12/06/00 152,097 0.217281 2.143264 0.2 12/5
12/07/00 156,010 0.222871 2.531552 0.2 12/6
12/08/00 179,938 0.257054 1.857865 0.3 1217
12/08/00 116,917 0.167024 0.791615 0.2 12/8
12/10/00 7173 0.010247 0.145187 0.0 12/9
12/11/00 106,837 0.2811986 2.193828 0.3 12/10
12/12/00 187,061 0.268516]  2.408616 0.3 12/1%
12/13/00 204,539 0.292199 1.650956 0.3 12112
12/14/00; 185,853 0.265504 2.319065 0.3 12113
12/15/00 189,086 0.284423 1.524909 0.3 12114
12/16/00 103,585 0.147993 0.925569 0.1 12/15
12/17/00 5322 0.007603 0.145389 0.0 0.0 1216
12/18/00 182,627 0.260896] 2280741 0.3 1217
12/19/00 122,321 0.174744 1.642267 0.2 12118
12/20/00 86,358 0.123427 1.156808 0.4 12/19
12121100 73,849 0.105499]  1.208512 0.1 12720
12/22/00 72,832 0.104048 1417771 0.1] 12/21
12/23/00 35392 0.050560]  0.250650 0.1 12722
12124100 541 0.000773]  0.006009 0.0] 12123
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RESPONSE OF POSTAL SERVICE WITNESS O’'HARA TO INTERROGATORIES OF
UNITED PARCEL SERVICE

RESPONSE TO UPS/USPS-T1-44(a) Continued:

(Above Data summed In fesponss to UPS/USPS-T149(b)

=
11/25/00 thru 12/1/00 0.853961
12/2/00 thru 12/22/00 3.800103
12/2/00 thry 12/8/00 1.306787
12/9/00 theu 12/15/00 1.669108
12/16/00 thru 12/22/00 0.824207
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RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF
. UNITED PARCEL SERVICE

RESPONSE TO UPS/USPS-T1-44(b):

FY 2001 Weekly POS Data on v Priority Mall and Manual I Delivery
Confirmation
AP FY 2001 [POS Parcel Post [POS Manual DC  |% POS Est. Retalil
Begins Volume (millions){Purchased with = |Parcel Post Parcel Post
. ‘ Parcel Post with Delivery [Vol.
(millions) Confimation [POS*100/70
{Millions)
9/9 AP 01 0.304226 0.012647 4.2% 0.4
0.311608 0.013385 4.3% 0.4
0.326508 0.013211 4.0% 0.5
0.342387 0.014399 4.2% 0.5
107 AP 02 0332094 0.013935 4.2% 0.5
0.373540 0.015628 4.2% 0.5
0.388041 0.018005/ 4.1% - 0.8
0.374485 0.016437 4.4% 0.5
11/4 AP 03 0.386707 ~ 0.017448 4.5% 0.6
0.368371 0.016202 4.4% 0.5
0.375054 0.017385 4.6% - 0.5
0.597773 0.024320 4.1% 0.8f
12/2 AP 04 0.814751 0.033578 3.7% 1.3
1.098376 0.036696 3.3% 1.6
0.646945 0.020919 3.2% 0.8
_ 0.425355 0.0181989 4.3% 0.6
12/30 [APO5 0.480479 0.018850 3.9% 0.7
0.830672 0.033622 4.0% 1.2
0.765183 0.032538 4.3% 1.1
‘ 0.805042 0.036655 4.6% 1.2
1/27 AP 08 0.774955 0.035916 4.6% 1.1
1.018621 0.038221 3.8% 1.5
0.808951 0.035128 4.4% 1.2
0.683882 0.0334 4.9% 1.0
2124 AP 07 0.725263 0.036064 5.0% 1.0
0.733094 0.036768 5.0% 1.0
0.741225 0.037242) 5.0% 1.1
0.744334 0.038739 5.2% 1.4
3724 AP 0B 0.767677 0.038123 5.1% 1.1
0.844656 0.040519 4.8% 1.2
0.831389 0.037665 4.5% 1.2
_ 0.672808 0.034204 5.1% 1.0
4/21 AP 09 0.725144 0.038702] 5.3% 1.0
0.748180 0.039407 5.3%. 1.1
0.830678 0.041848 5.0% 1.2
0.749424 0.041924 56% 1.1
519 AP 10 0.755480 0.043302 5.7% 1.1
0.679895 0.038268 5.6% 1.0
0.800585 . 0.044784 56% 1.1
0.781845 0.043081 5.4% 1.1
616 |AP 11 0.746244] 0.042898 5.7% 1.4
0.753489 0.043001 5.7% 1.4
0.667803 - 0.038936 5.8% 1.0
0.757059 0.044475 5.9% 1.1
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RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF
UNITED PARCEL SERVICE

'RESPONSE TO UPS/USPS-T1-44(b) Continued:

1714 AP 12 0.746658 0.044877, 8.0% 1.1
0.737613 0.045209 6.1% 1.1

0.770853| 0.048281 6.0% 1.1

' 0.770833 0.046618 €.0% 1.1

8/11 AP 13 0.788619 0.045886 6.2% 1.1
0.815973 0.051071 6.3% 1.2

0.826504 0.050716 6.1% 1.2

0.752105 0.044310 5.9% 1.1
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RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF
UNITED PARCEL SERVICE

UPS/USPS-T1-53. Provide the volume of window-entered Priority Mail pieces
during the following periods: ‘

(i) November 27, 1999 through December 3, 1999;

(i) December 4. 1999 through December 10, 1999;

(i) December 4, 1999 through December 24, 1999;

(iv) December 11, 1998 through December 17, 1999; and

(v) December 18, 1999 through December 24, 1999.
RESPONSE:

| am informed that POS data for FY 2000 are much less complete than for FY
2001. The reason is that, until software changes were at the beginning of FY
:2001. window clerks would often print PVI labels without specifying the class of
mail and/or special service to which the label was applied. This caveat shoﬁld be
kept in mind in any use of POS based data for FY 2000, such as that requested
in UPS/USPS-T1-53-56.

Daily Priority Volume Data: Retail Window-Entered and PERMIT System
CY 1999 |[Priority Delivery Est. Window- [Est. DC [PERMIT [Exp. Non- ]2001
Dates |Volume Confirmation |Entered with Priority [Retall {Exp. Dates

Entered at (with Priority [Priority Vol.: [Window |Volume |Vol. Retall
POS Sites |at POS Sites |POS*100/70 |-Entered|(Millions) Vol.
_ {Millions) Priority
11/26/99 257,015 33,004 0.367| 0.047 1.1 0.4] 11/25
11127199 166,980 21,139 0.239] 0.030 0.5 0.2| 11/26]
11/28/99 2,284 267 0.0031 0.000 0.1 0.0 11/27]
11/20/98 477,663 54 317 0.682{ 0.078| 2.0 0.7] 11/28
11/30/88 418,750 48,787 0.598! 0.070 1.4 0.6| 11/29
12/01/99 388,500 44,433 0.558{ 0.063 26 0.6 11/30
12/02/89] 371,481 41,033 0.531] _ 0.058 2.1 0.5 1211
12/03/99 415,174 47,141 0.599| 0.087 20 . 0.8] 122
12/04/89 257,234 28077 0.367] 0.040 0.6 04 04! 12/3
12/05/99 4,999 551 0.007] _ 0.001 0.3 0.0 12/4
12/06/89 691,585 63,645 0.988| 0.091 1.5 1.0 12/5
12/07/89 614,796 60,113 0.878| 0.088 1.7 0.9 $2/6]
12/08/99 561,880 53,581 0.803] 0.077] 1.8 08 1217
112/09/99 552,498 51,539 0.789] 0.074 1.8 0.8 12/8
12/10/88 644,067 58,342 0.820( 0.085 1.8 0.9 12/9|
112111709 __ 444,635 40,427 0.635]_ 0.058 1.2 0.6 12/10]
12/12/98 38,214 4,014 0.055 0.006 0.2 0.1 12/11
12/13/99] 1,099,899 86,319 1571 0.123 18 18 12112
12/14/90] 989,332 80,557 1.428] 0.115 2.3 1.4 12/13
12/15/00] 951,780 75619 1.360 0.108 2.0 1.4 12114
12/16/99] 911,368 73,428 1.302] 0.105 2.3 1.3 12/15
(12/17/98]__ 985,029 80,701 1407 0.115 22 14 12118




RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF

UNITED PARCEL SERVICE

RESPONSE TO UPS/USPS-T1-53 Continued:

1.2

(12/18/99] 735470 59,104 1.051]__0.084 K| 217
12/15/98] 90,822 7,508 0.130]_0.011 03] __ 0.1 0.1] 12/18
12/20/99] 1,252,713] 100,407 1.790] _0.143 1.9 1.8] 12119
12/21/08] _ 803,492 72,668 1.148]_0.104] 2.1 1.1] 12/20]
[12/22/90] 476,940 46,807 0.681] _0.067 1.3 0.7] 1221
12/23/09] 330,615 34,842 0472 0.050 1.0 0.5 12122|
12124/08] _ 108,487 22577 0.284] 0.032 04 0.3] 12123
12728199 73 7 0000 _ 0.000 0.0 0.0] 12124
12/26/99 972 163 0.001] _0.000 0.0 0.0[ 12725
11727788 thru 12/3/09 3.207 _0.367
12/4/98 thru 12/40/89 4753 0453
12/4/99 thru 12/24/89 18.066] 1574
12/11/88 thru 12717799 7.758] _ 0.630
1218/98 thru12/24/99 5.555] _0.491
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RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF
UNITED PARCEL SERVICE

UPS/USPS-T1-54. Provide the volume of window-entered Priority Mail pieces for
which Delivery Confirmation was purchased during the following periods:

(i) November 27, 1999 through December 3,1999;

() December 4, 1999 through December 10, 1999;

(i) December 4, 1999 through December 24, 1999;

(iv) December 11,1999 through December 17,1999; and

{(v)  December 18,1999 through December 24,1998.
RESPONSE:
| am informed that POS data for FY 2000 are much less complete than for FY
2001. The reason is that, until software changes were at the beginning of FY
2001, window clerks would often print PVI labels without specifying the claés of
mail and/or special service to which the label was applied. This caveat should be
kept in mind in any use of POS based data for FY 2000, such as that requested
in UPS/USPS-T1-53-56.

The data requested are contained in my response to UPS/USPS-T1-53.
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RESPONSE OF POSTAL SERVICE WITNESS O’HARA TO INTERROGATORIES OF
UNITED PARCEL SERVICE

PS/USPS-T1-55. Provide the volume of window-entered Priority Mall pleces by
week for FY2000.

RESPONSE:

| am informed that POS data for FY 2000 are much less compiete than for FY
2001. The reason is that, until software changes were made at the beginning of
FY 2001, window clerks would often print PVI labels without specifying the class
of mai! and/or special service to which the label was applied. This caveat shoutld
be kept in mind in any use of POS based data for FY 2000, such as that
‘requested in UPS/USPS-T1-53-56.

FY 2000 Weekly POS Data on Priority Mail and
Manual Delivery Confirmation

AP FY 2000 POS Priority POS Manual % POS Priority  Est. Est. Window-
Begin Mait Volume DC Purchased Mail with Delivery Window- Entered Priority
S with Priority  Gonfirmation Entered with DC:
Matlt Priority Vol: POS*100/70
POS*100/70 (Millions)
. {Millions)
9/11/9 AP 01 1,167,382 12,288 1.1% 1.66768% 0.017554
9
1,230,374 0 0.0% 1.757677 0.000000
1,207,630 25 0.0% 1.726186 0.000036
1,401,994 56 0.0% 2.002849 0.000080
102 APO2 1,316,279 154 0.0% 1.880399 0.000220
1,461,102 117,180 8.0% 2.087289 0.167414
1,787,632 198,291 11.1% 2.553817 0.283273
1,695,989 204,636 12.1% 2.422841 0.292337
11/6 APO3 1,608,565 199,912 12.4% 2.287950 0.284160
1,849,904 226,351 12.2% 2.642720 0.323359
1,498,116 188,704 12.6% 2.140168 0.269577
2,245,241 257,117 11.5% 3.207487 0.367310
12/4 AP 04 3327048 316,814 9.5% 4.752927 0.452581
5,430,357 441,065 8.1% 7.767653 0.630083
3,888,549 343,913 8.8% 5.555070 0.491304
1,688,595 207,402 123% 2412279 0.296289
i1 APO5 1,785,040 220,402 12.5% 2.521486 0.314431
1,861,175 250,947 13.5% 2.658821 0.358456
1,664,770 220,612 13.3% 2.378243 0.315160
1,832,892 255,291 13.9% 2618417 0.364701
120 APOS 1,919,254 239,535 12,5% 274179 0.342193
1,635,792 194,473 11.9% 2.336846 0.277819
1,862,199 270,811 14.5% 2660284 0.386873

1,710,954 258,801 15.1% 2.444216 0.369716
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RESPONSE TO UPS/USPS-T1-55 CONTINUED:

2726

4122

617

715

8/12

AP QT

AP 0%
AF"IO
AP 11
AP 12

AP 13

1,926,295
1,879,182
1,927,200
1,883,317
1,804,459
1,937,857
2,052,014
2,147,594
1,759,623
1,836,526
2,399,338
1,813,008
1,659,821
1,729,855
2,028,541
2,391,811
2,085,549
2,104,079
1,824,261
2,215,799
2,196,353
2,242,083
2,281,193
2,330,214
2,384,992
2,477,428
2,522,553
2,346,795

206,755
293,168
306,714
301,970
201,731
285,203
327,228
250,542
202,126
296,158
327,669
204,743
282,215
288,507
338,777
362,171
346,040
360,430
341,833
385,761
366,138
394,342
366,110
411,941
418,155
423,867
428,285
391,383

15.4%
15.6%
15.9%
16.0%
16.2%
14.7%
15.9%
11.7%
16.6%
16.1%
13.7%
16.3%
17.0%
16.7%
16.7%
15.1%
16.8%
17.1%
17.1%
17.4%
16.7%
17.6%
17.4%
17.7%
17.5%
17.1%
17.0%
16.7%

2.751850
2884546
2.753143
2,690453
2577789
2.768367
2.931449
3.067991
2.513747
2.623609
3.427623
2.560140
2371173
2470936
2.899344
3.418873
2.850764
3.007143
2.606087
3.165427

-3.137647

32020976
3.258847
3.328877
3407131
3.539183
3.603647
3.352664

RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF
UNITED PARCEL SERVICE

0.423936
0.418811
0.438163
0.431386

0.416759 .

0.407561
0.467468
0.357917
0.417321
0.423083
0.488089
0.421081
0.403164
0.412153
0.483967
0.517387
0.494343
0.514800
0.445476
0.551087
0.523054
0.563346
0.565871
0.588487
0.587364
0.605524
0.611850
0.550119

219




220

RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO INTERROGATORIES OF
' UNITED PARCEL SERVICE

UPS/USPS-T1-56. Provide the volume of window-entered Priority Mail pieces for
which Delivery Confirmation was purchased by week for FY2000.

RESPONSE:

I am informed that POS data for FY 2000 are much less complete than for FY
2001. The reasbn is that, until software changes were made at the beginning of
FY 2001, window clerks would often print PVI labels without specifying the class
of mail and/or special service to which the label was applied. This caveat should
be kept in mind in any use of POS based data for FY 2000, such as that
-requested in UPS/USPS-T1-53-56.

The data requested are contained in my response to UPS/USPS-T1-55.
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RESPONSE OF POSTAL SERVICE WITNESS O'HARA TO QUESTIONS FROM
POSTAL RATE COMMISSIONERS POSED AT THE OCTOBER 23, 2001 HEARING

QUESTION 1. Can you think of anything that might be done to obtain a
quantitative estimate of the savings in overtime and supplemental air
transportation generated by the experiment? Tr.2/180-181, 184-186.
RESPONSE: Many factors other than the experiment will have an effect on this
year's use of both overtime and supplemental air transportation in ooinpaﬁson
with last year. For this reéson, any estimate of sayihgs will require numerous
assumptions and approximations.

However, the reduction in the scale of the experiment does permit an approach
‘that was not available when the experiment was going to cover the entire
country. This is fo use parts of the excluded area as a “control group.” The
control group would be selected to match the experimental areas as closely as
possible. The experimental areas could then be compared to the control group
with respect to changes in window-clerk overtime and outgoing mall-processing
overtime. Sinoe the Priority Mail entered in the experimental areas will be
destined for locations throughout the country, this approach is not likely to yield
meaningful results with respect to carrier overtime or incoming mail-processing
overtime. |

Measuring changes in supplemental air transportation due to the experiment will
be difficult in part because major changes in the overall transportation
amrangements for Priority Mail have occurred between last year and this year.
However, the northemn California area induded in the experiment reprasents a
relatively self-contained region for originating Priority Mail, so some analysis of
supplemental air transportation costs for that area may be possible.
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COMMISSIONER COVINGTON: At this time, does any
party believe that it needs to conduct additional --

MS. DREIFUSS: Commissioner Covington, would this
be the appropriate time for me to give two copies of the
response to Question 2 to the reporter?

COMMISSICONER COVINGTON: I am sorry, Ms. Dreifuss.
Yes, at this time that would be appropriate.

MS. DREIFUSS: Thank you.

COMMISSIONER COVINGTCON: Okay. As I was saying,
at this time does any party believe it needs to conduct
additional oral cross-examination of Witness O’'Hara in
connection with thege most recently designated interrogatory
responses?

MR. MCKEEVER: United Parcel Service does not
believe any additional crogs-examination i1s necessary.

COMMISSIONER COVINGTON: Ms. Dreifuss?

MS. DREIFUSS: The OCA has no additional cross-
examination either, Commissioner Covington.

COMMISSIONER COVINGTON: Okay. I would like to
ask my colleagues now. I am joined on the bench by
Commigsioner Ruth Goldway to my right and Commissioner
George Omas to my left.

With regard to written responses that Witness
O'Hara provided us to questions that you all had from the
bench, I think it would be necessary to include that

Heritage Reporting Corporation
(202) 628-4888
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material in the record to supplement and correct the
information already provided in the Postal Service direct
case.
I think all of these responses have been
designated. I would like to let my colleagues know as to
Question 1, the response of Postal Service Witness O'Hara
from Postal Rate Commission that was posed at the
October 23, 2001, hearing, that I have that in my hands to
give to the court reporter as well.
I just handed from the bench to the reporter the
questions and the responses, and I would like to direct that
they be received into evidence and transcribed into the
record at this point.
{(The documents referred to
were marked for identification
as Responses to Questions 1
and 2 and were received in
evidence.)

//

//

!/

//

//

!/

//

Heritage Reporting Corporation
(202) 628-4888
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QUESTION 1. Can you think of anything that might be done to obtain a
quantitative estimate of the savings in overtime and supplemental air
transportation generated by the experiment? Tr.2/180-181, 184-186.
RESPONSE: Many factors other than the experiment will have an effect on this
year's use of both overtime and supplemental air transportation in oofnparison
with last year. For this reéson, any estimate of savings will require numerous
assumptions and approximations.

However, the reduction in the scale of the experiment does permit an approach
‘that was not available when the experiment was going to cover the entire
country. This is to use parts of the excluded area as a “control group.” T_he'
control group would be selected to match the experimental areas as closely as
possible. The experimental areas could tﬁen be compared to the control group
with respect to changes in wi-ﬁdow-cleﬂ( overtime and outgoing mail-processing
overtime. Since the PrioritylM‘alil entered in the experimental areas will be
destined for locations fﬁ_roughout the country, this approach i_s_not likely to yield
meaningful results with respect to carrier overtime of inéoming mail-processing
overtime. |

Measuring changes in supp!ernéntal air transportation due to the experiment will
be difficult in part because major changes in the overall transportation
arrangements for Priority Mail have occurred between last year and this year.
However, the northern California area inciuded in the experiment represents a
relatively self-contained region for originating Priority Mail, so some analysis of

supplemental air transportation costs for that area may be possible.




RESPONSE OF POSTAL SERVICE WITNESS O’HARA TO QUESTIONS FROM
POSTAL RATE COMMISSIONERS POSED AT THE OCTOBER 23, 2001 HEARING

QUESTION 2. What has the Postal Service decided with respect tc the scale of

the experiment, and, if the experiment will not cover the entire country, what
areas will be included? Tr.2/198-199.

- RESPONSE:

The Postal Service has decided that it would prefer to reduce the scale of the

experiment to a level that represents about 12% of the original nationwide scope.

The areas that have been selected are listed below, with their originating Priority

Mait volume during last year's A/P 4, which contains the experimental period:

Postal Districts to be | Originating | Percent
|included in the Volume of
Experiment AP 4 National
' FY2001* | Volume
Akron 1,013,553
Cleveland 816,760
Columbus 1,096,062
Cincinnati 1,531,366
Totat §357,741| 4.2%
Dallas 2,665,301
Fort Worth 1,065,451
Total 3,730,752 2.9%
Oakiand | 1,147,874
Sacramento 1,662,824
San Francisco 2,016,140
San Jose 1,202,485
Total 6,029,323 4.7%
-Total Experiment 15,117.8167 11.9%
Nationat Total 126,979,397
*ODIS Onginating volume shares applied to RPW
volume.

POS terminals were deployed in these areas prior to last year’s holiday mailing

season, which means that the data collected this year can be compared with the

225
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POSTAL RATE COMMISSIONERS POSED AT THE OCTOBER 23, 2001 HEARING

Response to Hearing Room Question No. 2 (continued):

corresponding period last year. The boundaries of these areas are such that

they do not split major metrbpolitan areas, so communication about the
experiment through mass media can be used without bomplicated explanations

of exactly what areas are and are not included.

Since the experiment will be limited to areas representing only about 12% of the |

_hcountry. any potential impact on competitors should be greatly reduced.

This reduction in scale will have the effect of proportionately reducing all of the
figures related to the experiment on pages 1 and 2 of my workpaper, as shown
below. The changes on page 1 are shaded; these fiow through to Panel B on
page 2, where the cost of informing customers is also scaled down. The cost of

the reduced-scale experiment is $1,138,439.
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Responge to Hearing Room Question No. 2 {continued):
Projected Experimental Volumes Page 1
with Reduced Scale

CY 2000 Days Corresponding Estimated  Percent of Projected  Ratio of Projected

fo the Proposed Experimental  Retail

Priority  Window Non-Window Total

Period of December 1, 2001 to Priority Mail Mait Purchase of Manual DC Purchase of
December 16,2001 - Volume (= Buying DCi#No toWindow DCIfNo
POS Volume DC (POS Experiment DC Experiment

x100/70  Sites)

Additional Manual DC usage

Bcale factor {sée response t6
Question 2 posed atthe
October 23:heafing)

42/02 - 12/08 (Sat. thru Fri.) 14.6% 20.6%
12/09 - 12/15 (Sat. thru Fri.) 11.8% 18.0%
12/16 - 12/16 (Sat. & Sun.) 11.3% 16.9%

_Total Period: 12.8% 19.0% P56
Lost revenue on projected DC usage if no experiment, at $158:627
$0.40 ,

Retail Priority Mail Not Buying DC if No

Experiment (Candidate volume for additional

DC usage)

Percentage of candidate volume accepting 100%
DC offer

k
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Response to Hearing Room Question No. 2 (continued):

TY 2004 Coat and Revenue for Priority Mall and Manual Delivery Confirmation

with reduced-scale experiment

A Summnry of TYAR Velume, Revenue and Cost from Volume Revenue Cost Coverage
R2000-1' .
Priority Mail 1,243,245,000 $5,680,265,000 $3,509,283,000 161.9%

Ma;:ual Delivery Confirmation on Priority Mal! paying the $0.40 52,221,268  $20,888,507 $18,068,559 115.8%
foe' .

Unit cost of electronic DC (cost of TYAR electronic DG usage s inciuded in Priority Mall oosi)’

B. Data on the sxperiment:

Portion of TYAR manual DC usage occurring during
experimental period:
Revenue not received on this manual DC usape at $0.40

Cost (non-slectronic onty) of this usage at $0.348 . §137313

Additional manua!l DC usage due to experiment RON 518
Full cost (including electronic) of additional usage at ($0.346+ $0.078)

Fostof *mw
EEost B eiperire
€. Adjustments to TYAR data to refiect the experiment:
Priority Mail ‘ ’ 1,243,245,000 $5.680, 265 000 $3,509,283,000
Pius non-electronic cost of existing usage 3137212
Plus full cost of additional usage: $961,962
Plus one-half the cost of informing customers $8,825
Adjusted TYAR Priority Mail data 1,243,245,000 $5,680,265,000 $3,510,391,098 161.8%
Manual Delivery Confirmation on Priority Mall paying $0.40 fee 52,221,268  $20,888,507 $18,068,559
Less volume and revenue of existing manual DC during (396,567) {$158,627}
experiment
Less cost (non-electronic only) of this DC usage transferred to Priority Mait ($137,212)
Pius one-half the cost of informing customers $8,925 ‘
Adjusted TYAR Manual Confirmation on Priority Mall data 51,824,701 $20,729,880 §17.940.272 115.5%

! Unless otherwise noted all data in Panel A are from the R2000-1 Op. & Rec. Dec., App. G, 9.1

Page 2

Unit

$2.823

$0.346

$0.078

2 volume & Revenue:0p. & Rec. Dec., RZ000-1, App. G, p.33; unit cost based on USPS-RT-21 in accordance with paragraph 6121

Cost and cost coverage calcuiated from volume, unit cost, and revenue.
? Unit cost based on USPS-RT-21 in accordance with paragraph 6121, R2000-1 Op. & Rec. Dec.
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SSIONER COVINGTON: Does any party believe it

needs to conduct additional oral cress-examination of

Witness O

Hara in connection with his written responses?

Ms. Dreifuss?

not.

Covington.

MS. DREIFUSS: ©No, Commissioner Covington, we do

MR. MCKEEVER: We do not also, Commissioner

COMMISSIONER COVINGTON: Okay. Does any

participant have any cother issue we should discuss before we

begin and

proceed with today’s hearings?
{(No response.)

COMMISSIONER COVINGTON: Okay. If there are no

other matters at this time, we will proceed.

United Parcel Service hasg filed testimony for one

witness, Mr. Larry F. Darby, as its case in chief in these

proceedings.

Mr. McKeever, will you call your witness to the

stand, please?

MR. MCKEEVER: Yes, Mr. Commissioner. United

Parcel Service calls to the stand Dr. Larry F. Darby.

Mr. Darby?

//
//

COMMISSIONER COVINGTON: Would you mind standing,

Heritage Reporting Corporation
(202) 628-4888
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Whereupon,
LARRY F. DARBY
having been duly sworn, was called as a witness
and wag examined and testified as follows:
COMMISSIONER COVINGTON: You may be seated.
(The document referred to was
marked for identification as
Exhibit No. UPS-T-1.)
DIRECT EXAMINATION

BY MR. MCKEEVER:

Q Dr. Darby, I have just provided you with a copy of

a document entitled Direct Testimony of Larry F. Darby on
behalf of United Parcel Service and identified as UPS-T-1.
Was that document prepared by you or under your direction
and supervision?

A Yes, sir, it was.

Q If you were to testify orally here today, would
your testimony be as set forth in that document?

A Yes, sir, it would be.

MR. MCKEEVER: Mr. Commissioner, I'd like to note

one typographical correction in the t