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1633  

P B Q c Z E D r N G S  
( 9 : 3 3  a.m.) 

CHAIRMAN OMAS: Good norning. Today we continue 

to receive testimony of Postal Service witnesses in support 

o f  Docket No. R2001-1, Request for Rate and Fee Changes. 

Does anyone nave 3 sr~cedural matter to discuss 

before we continue today? 

(No response. ) 

CHAIRMAN OMAS: There are three witnesses 

scheduled to appear today. They are Witnesses Loetscher, 

Hope and Mayo. 

Mr. Reimer, I’.J~ been informed that participants 

have agreed to forego cross-examination of Witness 

Loetscher. Is this correct? 

MR. REIMER: Yes, that is correct. 

CHAIRMAN OMAS: Mr. Reimer, do you have any 

corrected copies of Witness Loetscher‘s direct testimony and 

appropriate declaration of authenticity so that you can move 

Witness Loetscher’s testimony into evidence? ~ 

MR. REIMER: Not at this time. 

MR. FELDMAN: Mr. Chairman? 

CHAIRMAN OMAS: Yes. 

MR. FELDMAN: Just to very briefly interrupt the 

proceeding, just to clarify Mr. Loetscher not being here, 

our parties, the National Federation of Independent 

Heritage Reporting Corporation 
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Publications and the Coalition of Religious Press 

Association, did file a notice of oral cross. We didn't 

realize that Mr. Loetscher was more or less permanently 

located in Wisconsin, and we certainly didn't want him to 

make the trip here just for a very few questions. 

What we propose to do, and we'll file an 

appropriate motion, will be to put into writing several 

brief questions which the Postal Service has agreed to 

consider, and we hope to have those filed earlier next week. 

CHAIRMAN OMAS: All right. 'Thank you, Mr. 

Feldman. Mr. Feldman, just for the record would you state 

your name and your organization for the record? 

MR. FELDMAN: Thank you very much, Mr. Chairman, 

f o r  reminding me of that. I'm Stephen Feldman, counsel €or 

the Coalition of Religious Press Associations and the 

National Federation of Independent Publications. Thank you. 

MR. REIMER: Chairman Omas, for that reason we 

anticipate filing Mr. Loetscher's testimony on the 22nd with 

the other witnesses that we would file on that day. 

CHAIRMAN OMAS: Is there any objection? 

(No response. ) 

CHAIRMAN OMAS: Hearing none, we will allow that 

to happen. 

Mr. Reimer, do you have any declaration or 

application of written cross-examination? Not any until - -  

Heritage Reporting Corporation 
(202) 628-4888 
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MR. REIMER: Not until the 22nd. 

CHAIRMAN OMAS: The 22nd. Okay. 

Mr. Alverno, will you introduce the next Postal 

Service witness for today? 

MR. ALVERNO: Thank you,  Chairman Omas. The 

Postal Service calls Laraine Hope. 

CHAIRMAN OMAS: MS. Hope, would you stand so I can 

swear you in? 

Whereupon, 

LARAINE 8 .  HOPE 

having been duly s w o r n ,  was called as a witness 

and was examined and testified as follows: 

CHAIRMAN OMAS: Please be seated. Thank you. 

(The document referred to was 

marked for identification as 

Exhibit No. USPS-T-31.) 

DIRECT EXAMINATION 

BY MR. ALVERNO: 

Q Would you please introduce yourself? 

A My name is Laraine B. Hope, and I work in the 

Pricing Classification Division of the U.S. Postal Service 

headquar t e r s .  

Q Earlier, Ms. Hope, I handed you two copies of a 

document entitled Direct Testimony of Laraine B. Hope on 

behalf of United St~ates Postal Service, and it's marked as 

Heritage Reporting Corporation 
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USPS-T-31. I have now given those copies to the reporter. 

Did you have a chance to examine them? 

A Yes, I did. 

Q And was this testimony prepared by you or under 

your direction? 

A Yes. 

Q And do you have any changes or corrections to 

make? 

A No. 

Q And if you were to testify orally today, would 

your testimony be the same? 

A Yes, it would. 

MR. ALVERNO: Mr. Chairman, I ask that the direct 

testimony of Laraine B. Hope, which is marked as L I S P S - T - 3 1 ,  

be received as evidence at this time. 

CHAIRMAN OMAS: I will direct counsel to provide 

the reporter with two copies of the corrected direct 

testimony of Laraine B. Hope. That testimony is received 

into evidence. As is our practice, it will not be 

transcribed. 

(The document referred to, 

previously identified as 

Exhibit No. USPS-T-31, was 

received in evidence.) 

MR. ALVERNO: Mr. Chairman, I’m sorry. We also 

Heritage Reporting Corporation 
(202) 628-4888 



1 6 3 7  

have a library reference associated with this testimony. 

May I proceed to enter that into evidence as well? 

CHAIRMAN OMAS: Please. 

BY MR. ALVERNO: 

Q Ms. Hope, are you familiar with Library Reference 

USPS-LR-J-131, which consists of the standard mail ECR and 

NECR work papers? 

A Yes, I am. 

0 And was this library reference prepared by you or 

under your direction? 

A Yes, it was. 

Q And do you sponsor this library reference? 

A Yes. 

MR. ALVERNO: Mr. Chairman, I ask that Library 

Reference USPS-LR-J-131, which consists of the standard mail 

ECR and NECR work papers, be received into evidence at this 

time. 

CHAIRMAN OMAS: Without objection. 

Ms. Hope, have you had an opportunity to examine 

the packet of designated written cross-examination that was 

made available to you this morning in the hearing room? 

THE WITNESS: Yes, I have. 

CHAIRMAN OMAS: If the questions contained in that 

packet were posed to you orally today, would your answers be 

the same as those you previously provided in writing? 

Heritage Reporting Corporation 
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THE WITNESS: Yes, they would. 

CHAIRMAN OMAS: Are there any corrections or 

sdditions you would like to make to those answers? 

THE WITNESS: No. 

CHAIRMAN OMAS: Counsel, would you please provide 

two copies of the corrected designated wrltten cross- 

examination of Witness Hope to rhe reporter? That materlal 

is received into evldence, and it is to be transcribed into 

the record. 

MR. ALVERNO: 

/ I  

/ I  

/ /  

I /  

I /  

/ /  

I /  

/ /  

/ /  

/ /  

/ I  

Yes, Mr. Chairman. 

:The document referrd L C  '*'as 

marked fo r  identificatlon 3s  

Exhibit No. USPS-T-31 and 'was 

received in evidence.! 

Heritage Reporting Corporation 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON. DC 20268-0001 

Postal Rate and Fee Changes Docket No. R2001-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS IARAINE B. HOPE 
(USPS-T-31) 

Pam, 
Advo. Inc 

Mail Order Association of America 

Newspaper Association of America 

Val-Pak Direct Marketing Systems, 
Inc. and Val-Pak Dealers' Association 
Inc. 

Interroqatones 
AAPS/USPS-T31-1 
NAAIUSPS-T31-3. 5, 13, 20 
VPIUSPS-T31-8d. 9, 9, 11-12. 19, 21-22, 33, 39-40. 
43 

AAPSIUSPS-T31-1-2 
NAAIUSPS-T31-3-8, 20 
VPIUSPS-T31-32 

AAPSIUSPS-T31-1-2 
AAPSIUSPS-T28-2 redirected to T31 
NAA/USPS-T31-1-16, 18, 2 1-24 
VPIUSPS-T31-8d, 9, 10-15, 17, 23-32, 35-37, 43 

NAAIUSPS-T31-20. 22 

VPIUSPS-T31-1-8. 9a-d. g. 10-31, 32a-d. f. 33, 
35-37, 39a-d. i. 40-41, 42b. 43 

Respectfully submitted, 

Steven W. Williams 
Secretary 
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INTERROGATORY RESPONSES OF 
UNITED STATES POSTAL SERVICE 
WITNESS LARAINE B. HOPE (T-31) 

DESIGNATED AS WRITTEN CROSS-EXAMINATION 

Interroqaton, 

AAPSIUSPS-T31-2 
AAPSIUSPS-T28-2 redirected to T31 

AAPSIUSPS-T31-1 

NAAIUSPS-T31-1 
NAAIUSPS-T31-2 
NAAIUSPS-T31-3 
NAAIUSPS-T31-4 
NAA/USPS-T31-5 
NAAIUSPS-T31-6 
NAAIUSPS-T31-7 
NAAlUSPST3 1-8 
NAAIUSPS-T31-9 
NAAIUSPS-T3 1-1 0 
NAAIUSPS-T31-11 
NAAIUSPS-T31-12 
NAAIUSPS-T31-13 
NAAIUSPS-T31-14 
NAAlUSPS-T31-15 
NAAIUSPS-T31-16 
NAAIUSPS-T31-18 
NAAIUSPS-T31-20 
NAAIUSPS-T3 1-2 1 
NAAIUSPS-T31-22 
NAAIUSPS-T31-23 

NAAIUSPS-T31-24 
VPIUSPS-T31-1 
VPIUSPS-T3 1-2 
VPIUSPS-T3 1-3 
VPIUSPS-T3 1-4 
VPIUSPS-T3 1-5 
VPIUSPS-T3 1-6 
VPIUSPS-T31-7 
VPIUSPS-T3 1-8 

Desiqnatinq Parties 
Advo, MOAA, NAA 
MOAA. NAA 
NAA 
NAA 
NAA 
Advo. MOAA. NAA 
MOAA, NAA 
Advo. MOAA. NAA 
MOAA. NAA 
MOAA. NAA 
MOAA. NAA 
NAA 
NAA 
NAA 
NAA 
Advo. NAA 
NAA 
NAA 
NAA 
NAA 
Advo. MOAA. Val-Pak 
NAA 
NAA. Val-Pak 

NAA 
Val-Pak 
Val-Pak 
Val-Pak 
Val-Pak 
Val-Pak 
Val-Pak 
Val-Pak 
Val-Pak 

NAA 



< < < < < < < < < < < < <  
C C C C C C C C C C C C C  
m m m m m m m m m m m m m  u u u u u u u u u u u u u  

? ? ? ? ? ? ? ? ? ? ? ? ?  
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VPIUSPS-T31-37 
VPIUSPS-T31-39 
VPIUSPS-T31-39a 
VPIUSPS-T31-39b 
VPIUSPS-T31-39c 
VPIUSPS-T31-39d 
VP/USPS-T31-39i 
VPIUSPS-T31-40 
VPIUSPS-T3 1-4 1 
VP/USPS-T31-42b 
VPIUSPS-T31-43 

NAA, Val-Pak 
Advo 
Val-Pak 
Val-Pak 
Val-Pak 
Val-Pak 
Val-Pak 
Advo. Val-Pak 
Val-Pak 
Val-Pak 
AdvO. NAA. Val-Pak 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF ASSOCIATION OF 
ALTERNATE POSTAL SYSTEMS (AAPS) 

AAPSNSPST31-1: 

Please provide a table equivalent to that presented on page 15 of your testimony 
for ECR Saturation mail volumes. 

RESPONSE 

The following is the requested table, which was calculated from data referenced 

by witness Schenk (USPS-T-43) in USPS-LR-J-58 and USPS-LRJ-112. 

SUMMARY OF ECR SATURATION VOLUME BY OUNCE INCREMENT 

Ounca Of 
Percentage 

Increment Total Volume 
Under 4.0 82.64% 

04-05 8.51% 
05-06 5.29% 
06-07 1.98% 
07-08 0.93% 
08-09 0.34% 
09-10 0.16% 
10-11 0.07% 
11-12 0.04% 
12-13 0.02% 
13-14 0.01% 
14-15 0.01% 
15-16 0.01 % 

TOTAL 100.0%- 

Figures are rounded 

The above data illustrate a similar pattern to that shown in Table #4. page 

15 of my testimony, with a sharper drop-off. The percentage of total saturation 

volume under 4.0 ounces is 82.64, as compared lo the percentage of total ECR 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF ASSOCIATION OF 
ALTERNATE POSTAL SYSTEMS ( U P S )  

volume under 4.0 ounces, Mich is 79.84, as indicated in my testimony. For 

ease of reference. the following table presents the data side-by-side: 

TOTAL ECR SATURATION VOLUME AND 
TOTAL ECR VOLUME AT ALL DENSITY TIERS 

BY OUNCE INCREMENT 

Ounco Porcmtago Percontsgo 
Incromont of Total of Total 

Saturation ECR 
Volume Volume 

Under 4.0 82.64% 79.84% 
04-05 
05-06 
06-07 
07-08 
06-09 
09- 10 
10-11 
11-12 
12-13 
13-14 
14-15 

8.51% 
5.29% 
1.98% 
0.93% 
0.34% 
0.16% 
0.07% 
0.04% 
O.C2% 
0.01% 
0.01% 

9.30% 

2.51% 
1.26% 
0.80% 
0.41% 
0.21% 
0.23% 
0.10% 
0.06% 
0.03% 

5.21% 

15-16 0.01% 0.03% 
TOTAL 100.0% 100.0% 

Fqum are roundad. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF ASSOCIATION OF 
ALTERNATE POSTAL SYSTEMS (AAPS) 

AAPSNSPs-T31-2 

At pages 17 - 19 of your testimony, you show the weight points at which the 
Postal Service is proposing rate reductions for basic, high density, and saturation 
Standard mail. If the Postal Service were to freeze all of those rates for which a 
rate reduction is requested, by how much would its test year revenues increase? 

RESPONSE 

The analysis requested is provided below. with the following caveats. First, this 

is a hypothetical question that is not consistent with the current rate design, 

which is based on precedents set in rate cases dating from the creation of the 

ECR subclass in Docket No. MC95-1. The rale design assumes a steady pound 

rate above the breakpoint, without exception. 

More significantly, "freezing" some of the rates, while raising others, 

defeats the main objective in lowering the pound rate, which is to treat ECR mail 

more equitably across-theboard. The question also does not allow for 

consideration of own-price elasticity for ECR saturation mail and the consequent 

change in projected volume by density tier that would occur due to a projected 

change in the quantity demanded. Although the volume affected is small, the 

ECR rate design formula is very sensitive, and f this change were incotporated 

into the rate design, it would have an impact on rates beyond those 'frozen" in 

the saturation tier. Furthermore, the analysis requested requires a simplifying 

assumption about the precise weight of pieces within each ounce increment. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF ASSOCIATION OF 
ALTERNATE POSTAL SYSTEMS (AAPS) 

Keeping the above cautions in mind, the information requested can be 

derived from Exhibe USPS31A, which accompanies my testimony, USPS-LR-J- 

131, WP1, pages T and U (SUM"), and USPS-LRJ-58. 

For clarity and the convenience of the reader, the following is an outline of 

the series of steps taken to arrive at the data requested: 

1 .) Show the volume by destination entry and ounce increment for the Saturation 

tier. This information is taken directly from Exhibit USPS31A of my 

testimony and USPS-LRJ-58. 

2) Calculate the current rate by destination entry cell. Each ounce increment 

includes a range of fractional values, as discussed in my testimony on page 

16, lines 11 - 16. In an attempt to be as fair as possible, ralher than choosing 

the lowest or highest end, I have selected the midpoint of each range to 

calculate the rate. For example, in the range of 9.0 to 10.0 ounces, the 

analysis assumes a weight of 9.5 ounces. 

3) Calculate the proposed rate by destination entry cell in each ounce increment, 

using the midpoint as in Step #2. 

4) Determine the difference by subtracting the proposed rate from the current 

rate by destination entry cell for each ounce increment. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF ASSOCIATION OF 
ALTERNATE POSTAL SYSTEMS ( U P S )  

5) Multiply the difference in rates as calculated in step #4 for each cell by the 

volumes in step # l  for each ounca increment and total to arrive at the 

difference in revenue. 

The difference in test year revenue to the Postal Service. if rates were 

Yrozen" in the Saturation tier as explained above would be 52,427,000. This is 

very minimal: under 0.05 percent of both current and projected total ECR 

revenues. It also is a very small percentage of overall saturation tier revenues: 

0.13 percent.' 

The electronic spreadsheet, which includes all calculations, is attached. The 

summary table is recapped below. 

' See USPS-LRJ-131, WP1, page W (lYBR VOL CAT). Total estimated revenues in 
the Saturation tier under current rates are: $1.836,550.000 (which is the sum of cells 
AA13+AA17+AA21). $2.427,~$1,836,550,000 is 0.13 percent. The same proportion 
applies if the proposed rates are used: see WP1. page X (same cell references). Total 
estimated revenues in the Saturation Uer under proposed rates are $1,882.1 25.000. 
$2,427.000/$1.882.125,000 is 0.13 percent. 
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INTERROGATORIES OF ASSOCIATION OF 

ALTERNATE POSTAL SYSTEMS (AAPS) 

SUMMARY OF HYPOTHETICAL ANALYSIS 
INCREASE IN TEST YEAR REVENUES 

ASSUMING SOME ECR SANRA77ON RATES ARE 'FROZEN' 
(In Dollars) 

Ounce Increment 

' Assumes that current rates would be in effect i f  the rates proposed In Docket No. R2001-1 are negative; see 

USPS-T-31, page 19. Also see above for caveats to this hypothetical analysis. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF THE ASSOCIATION OF ALTERNATE POSTAL SYSTEMS, 

REDIRECTED FROM WITNESS MOELLER 

AAPSNSPS-T2&2 
Please provide an estimate of the number of Saturation ECR pieces for which a rate 
decrease is being proposed in this docket. broken down by entry level (e.& SCF entry, 
DDU entry). 

RESPONSE: 

This information is contained in Exhibit USPS-31A. which accompanies my testimony 

(USPS-T-31). and is detailed in Library Reference USPS-LRJ-58. For convenience, 

information on the number of Saturation tier pieces in the test year estimated to 

experience a rate decrease under the proposal is recapped below: 

Destination Entry 1 Number of Pleas 
None I 5.440.714 . .  

921,719 I 
I DSCF I 81.217.903 1 

I DDU 1 8891066,655 
TOTAL 1 986,648,991 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF AMERICA 

NAA/USPS-T31-1: 

Please refer to Page 9, lines 6 to 8. of your testimony. Were data available from 
the Base Year in this case that would allow you lo determine the cost shares of 
the commercial and nonprofit subclasses? If so. please explain why you did not 
use such data. 

RESPONSE 

Costs for these groupings were not available. This is discussed in my 

testimony on page 8, line 19 to page 9. line 12. The description by witness 

Moeller of the role of volume variable costs as applied to Standard Regular and 

Nonprofit also applies to Enhanced Carrier Route and Nonprofit Enhanced 

Carrier Route. (USPS-T-32. page 7. lines 11 - 15). The allocation methodology 

described in response to NAA/USPS-T31-2. below, was not intended to 

determine the precise volume variable cost of the commercial and nonprofit 

subclasses in isolation. The allocation assisted in executing the rate design 

formula and producing Ihe statutory revenue-per-piece relationship between 

commercial and nonprofit subclasses, which is described in my testimony on 

page 35, lines 1 - 7. 
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RESPONSE OF UNlTED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF AMERICA 

NAA/USPS-T31-2 

Please explain how the estimate for allocating the comblned NECR and ECR 
costs to each subclass was developed. Please provide all calculations. 

RESPONSE 

See page 9 of my testimony, lines 6 to 8 for a description of the method 

used to allocate the combined ECR and NECR costs to each subclass. 

The calculations that follow are in millions of dollars. 

USPS LR-1-166 ECR Costsfrorn WP1. page 16 $2,466.132 
NECA Costs from WP2. page 16 $ 207.208 
TOTAL $2,673.340 

The ECR cost ratio, using information from Docket No. R2000-1, is $2,466.1 32 

divided by $2,673.340, or 92.25 percent. The NECR cost ratio is $207.208 

divided by $2,673.340, or 7.75 percent. 

These ratios were applied !o the combined volume variable cost with 

contingency of $2.749.941 in this docket provided by witness Patalunas in his 

testimony (USPS-T-12, WP F, Table E). The calculation used for ECR is 

$2.749.941 x 0.9225 = $2.536.82, as shown in USPS-eR4-131, WP1, page L. 

column E, row 8. The calculation used for NECR is $2,749.941 x 0.0775 = 

$213.12, as shown in USPS-LRJ-131, WP2. page L coliirnn E. row 9. This 
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allocation was made merely to facilitate the use of the rate design formula. See 

response lo NAAIUSPS-T31-1, above. 
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NAA/US PS-731-3: 

Please refer to footnote 11 of your testimony. What is it that makes a discussion 
of implicit cost coverages for piecerated and pound-rated mail enlightening 'in 
this instance" of Standard Enhanced Carrier Rwte mail as opposed to other 
subclasses of mail? 

RESPONSE: 

Examination of the implicil cost coverages for piece-rated and pound-rated 

pieces helps to illustrate and support the Postal Service's proposal for lowering 

the pound rate. It also shows the reasonableness of the proposal. 

My testimony is limited to the Standard Enhanced Carrier Route and 

Nonprofit Enhanced Carrier Route subclasses. I have not studied whether it 

would be beneficial to introduce implicit coverage analyses to other classes of 

mail. 
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NAANSPS-131-4: 

If, as you mention at Page 13 of your testimony, one goal in rate design is to 
bring the piece and pound rated implicit coverages for ECR closer together, why 
was the pound rate reduced instead of the piece rate being increased above the 
proposed increase? 

RESPONSE 

Increasing the piece rate further than the increases in the Postal Service's 

proposal would likely disrupt current rate relationships and could increase some 

individual rate cells by more than 10 percent. Incideritally, I did not state that 

implicit coverage relationships were a goal of the rate design; in my testimony, I 

noted that: 

While equalizing cost coverage of the two groupings is not strictly 
necessary, the information suggests that a reduction in the pound rate can 
be made without distorting the relative implicit coverage of the two 
groupings. (USPS-T-31, page 13. lines 2 - 5). 
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NAAIUSPST31-5: 

Please refer to tables 5A. 5 8,  and 5C of your testimony. 

a. Please quantify the amount by which the revenue received from the Standard 
commercial ECR mail at the weight increments that face a rate reduction under 
your proposed rates is less than the revenue that would be received from the 
same weight increments if the current charges for pound-rated mail were 
unchanged, at Test Year Before Rates volumes. 

b. Please provide the change in implicit cost coverage between the current and 
proposed ECR pound rates. 

RESPONSE: 

a. 

First, this is a hypothetical question that is not consistent with the current rate 

design, which is based on precedents set in rate cases dating from the creation 

of the ECR subclass in Docket No. MC95-1. The rate design assumes a steady 

pound rate above the breakpoint, without exception. 

The analysis requested is provided below, with the following caveats. 

More significantly, "freezing" some of the rates, while raising others, 

defeats the main objective in lowering the pound rate, which is to treat ECR mail 

more equitably across-the-board. Although the volume affected is small, the 

ECR rate design formula is very sensitive, and if this change were incorporated 

into the rate design, it would have an impact on rates beyond those "frozen.' 

Furthermore. the analysis requested requires a simplifying assumption about the 

precise weight of pieces within each ounce increment. 
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Keeping the above cautions in mind, the information requested can be 

derived from Exhibit USPS-31 A. which accompanies my testimony, USPS-LRJ- 

137, WP1, pages T and U (YUM”), and USPS-LAJ-58. For clarity and the 

convenience of the reader, the following is an outline of the series of steps taken 

lo arrive at the data requested. These steps are also described in my response 

to interrogatory AAPSNSPST31-2. 

1) Show the volume by destination entry and ounce increment for each density 

tier. This information is taken directly from Exhibit USPSQ1A and USPS-LA- 

J-58. 

2) Calculate the current rate by destination entry cell. Each ounce increment 

includes a range of fractional values, as discussed in my testimony on page 

16. lines 11 - 16. Rather than choosing the lowest or highest end, I have 

selected the midpoint of each range to calculate the rate. For example, in the 

range of 9.0 to 10.0 ounces, the analysis assumes a weight of 9.5 ounces. 

3) Calculate the proposed rate by destination entry cell in each ounce increment, 

using the midpoint as in Step #2. 

4) Determine the difference by subtracting the proposed rate from the current 

rate by destination entry cell for each ounce increment. 

5) Multiply the difference in rates as calculated in step #4 for each cell by the 

volumes in step #l for each ounce increment and total to arrive at the 

difference in revenue for each tier. 
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In order to answer the question above, using the series of steps described 

above, this analysis was performed for the Basic and High Density tiers (see 

Attachment for details). Analysis of the Saturation tier using the same 

methodology was described in the response to interrogatory AAPSNSPS-T31-2 

(see Attachment to the response to interrogatory AAPSNSPS-T31-2 for details). 

Results for all three tien are recapped below. 

Basic $ 2,890,899 

High Density $ 1,356,261 

Saturation $ 2.427336 

TOTAL DIFFERENCE $ 6,674,496 

Given the caveats, which are discussed above, the figure requested rounds 

to $6.6 million. This is minimal, which is not surprising, because, as shown in 

Exhibit USPS-31A, the total ECR volume affected is small: 5.69 percent. 

b. See Table #3 on page 13 of my testimony, which shows the implicit 

coverage for piece-rated and pound-rated pieces at both the 3.0 and 3.5 ounce 

dividing lines. Before rates, the implicit coverage for pound-rated pieces at the 

3.0 ounce dividing line is 249.8percent. and the implicit coverage for pound- 

rated pieces at the 3.5 ounce dividing line is 246.2 percent. After rates, the 

implicit coverage for pound-rated pieces at the 3.0 ounce dividing line is 252.8 
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percent; the implicit coverage at the 3.5 ounce dividing line is 249.0 percent. The 

implicit coverage for both piece-rated and pound-rated pieces increases slightly 

after rates, but the gap between piece-rated and pound-rated pieces narrows, as 

discussed in my testimony on page 13, lines 5 to 11. 



... - 
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NAAIUSPST31-6. 

Please confirm that an advertiser that participates in a shared Standard ECR 
pound-rated mailing does not pay the pound rate to the Postal Service. but rather 
pays a price set by the shared mailer. If you cannot confirm. please explain why 
not 

RESPONSE: 

An advertiser that participates in a shared-mailing program does rot pay postage 

directty to the Postal Service; however, one of the factors that the shared mailer 

takes into account in setting the price is the rate charged by the Postal Service. 
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NAANSPS-T31-7: 

Please confirm that an advertiser that participates in a shared Standard ECR 
piece-rated mailing does not pay the piece rate to the Postal Service, but rather 
pays a price set by the shared mailer. If you cannot confirm, please explain why 
not. 

RESPONSE 

Confirmed. It should be noted that one of the factors that the shared mailer takes 

into account in setting the price is the rate charged by the Postal Service. 
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NAAIUSPS-T31-8: 

Please confirm that your testimony does not discuss and does not rely on any 
contentions regarding the prices charged by shared mailen to the advertising 
participants in their mailings. If you cannot confirm. please explain why not. 

RESPONSE: 

My testimony does not discuss prices charged by shared mailers to advertising 

participants in their mailings; however. my testimony notes tha! "the concerns of 

alternative providers of saturation advertising services were taken into account 

and balanced with the concerns of businesses that would prefer a lower pound 

rate.. (USPS-1-31, page 21, lines 6 - 9). 
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NAbVUS PS-T31-9: 

Please confirm that your testimony does not discuss and does not rely on any 
contentions regarding the prices charged by newspapers to their advertisers for 
inclusion in newspaper Total Market Coverage programs. If you cannot confirm, 
please explain why not. 

RESPONSE 

Confirmed. 
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NAAfUSPST31-10: 

Please refer to Page 23, line 18. to Page 24, line 9. where you allude to the 
concern about 'cross-over" lo Standard Regular Automation letter rates as a 
justification for a zero percent passthrough of the IetterMat differential at Ole 
Basic ECR tfer. Please identify the Standard Regular rate category that is most 
relevant to this concern. and state the rate for that rate category p rqmed by 
witness Moeller. 

RESPONSE: 

I was referring to the Standard Mail 5-digit automation letter rate. The rate 

proposed for this category in witness Moellets testmony (USPS-T-32, page 19) 

is 19.0 cents, which is 0.4 cent less than the 19.4 cents proposed for ECR basic 

letters. 
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NAANSPS-131-11: 

Has the Postal Service conducted any study of the cost savings associated with 
walk sequencing since the Shipe study that was in evidence in Oocket No. R9G 
l ?  If so please provide copies d ell such studies. 

RESPONSE 

Although the methodology used in the Shipe study h a s  not been replicated, the 

cost savings associated with highdensily and saturation walk-sequenced mail 

have been quantiied in subsequent rate cases, including this one. as presented 

by witness Schenk in USPS-LRJ-59 and 117. 
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NAARISPST’31-12 

Did you consider proposing a new density tier Standard ECCR mail between the 
High Density and Saturation tiers? If so. please state why you do not propose 
such a new tler. 

RESPONSE 

No. I have not studied thls; the concept may have merit and could be considered 

in the context of future ECR rate design. 
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NAA/USPST31-13 

Please refer lo Page 26 of your testimony at Table Y 7 and lines 11 to 15. Dd 
you consider any alternative rate designs that would have limited the density 
passthrough between high density and saturation nonletten to 100 percent 
instead of the 108.3 percent that you propose? If so, please explain what 
alternatives you considered and why you rejected them. If not. please explain 
why the passthrough between high density and saturation nonletters in excess of 
100 percent did not cause you to consider alternatives. 

RESPONSE: 

The rate design for Standard ECR is an iteratbe process and I considered many 

alternatives before finalizing my proposal. Some of them involved different 

passthrough percentages and different rate differentials. I sought a Combination 

of inpuls that met the various criteria for rate design, as discursed in my 

Iestimony on page 2. lines 8 - 15. In addition, as discussed in my testimony, the 

proposal to require that high-density and saturatlon letters bear mailer-applied 

barcodes was considered in determining the Letter-Nonletter passthroughs in the 

High Density and Saturation tiers: 

The rate gap between High Density letters and nonletters. 
measured in cents, was widened, from the current 0.3 cent to 0.5 cent, a 
66.6 percent increase. At the Saturation tier, the gap was widened from 
0.4 cent to 0.7 cent, a 75.0 percent increase. These figures represent 
significant savings to mailers who barcode their High Density and 
Saturation letters. (USPS-T-31, page 10. lines 78 to 23.) 

As noted in my response to VPNSPS-T31-22. the passthroughs cannot 

be viewed as isolated inputs, because the Standard Mail ECR formula is 

dynamic. There are several variables in the rate design formula which work 
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interactively and with other inputs in the spreadsheet model In USPS-LRJ-131. 

(For more detail on the relationship of the shape and density passthroughs, see 

Appendix #l of my testimony, which is a description of the ECR Presort Tree.) A 

change in the passthroughs to decrease the High Density-Saturation nonletter 

passthrough would impact other rates. In addion, this change could impact the 

projected Test Year After Rates volumes; commensurate changes in the 

passthroughs or other 'soft" inputs might have to be made to meet the ECR 

revenue requirement as set by the rate level witness. Passthroughs are onfy a 

part of rate design and they are not the only consideration in setting rates; they 

are not set independently of these other considerations. 
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NAA/USPS-T31-14: 

Please refer to LR-J-131, work paper 1, page 0 (rate design formula): 
a. Please explain why test year before rates figures (especially volumes) are 

used, given that the pound rate input is the proposed rate and the outputs 
are the proposed rates 
Did you perform any calculations other than set forth in your testimony in 
determining the pound rate? If so, please provide those calculations. 
Please confirm that your proposed pound rate for Standard ECR mail was 
selected by you to be an input into the rate design formula. If you cannot 
confirm, please explain why not. 

b. 

c. 

RESPONSE 

a. The after rates volumes cannot be forecast until the new rates are 

determined. 

b. No. 

c. I selected the proposed pound rate in USPS-LR-J-131, WP1, page 0 

("ECR RD"), column H, Row 24. For a description of the pound rate as an 

input to the ECR rate design fomula, see my testimony on page 6. line 11 

to page 7, line 6. 
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NAANSPS-T31-15 

Please refer to page H (Cost) of LR-J-131 - WP1. For the Standard ECR 
delivery cost by density tier data, you cite LR-J-59. However, these data do not 
seem to be a part of LR-J-59. Please confim that the source for these data is 
LR-J-117. If you do not confirm. please provide the correct source. 

RESPONSE: 

Confirmed. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF AMERICA 

NAAIUSPS-T31-18: 

Please refer to page H (Cost) of LR-J-131-WPI. Please confirm that the 
Standard ECR delivery costs for flats presented at that page are different from 
the Standard ECR delivery costs presented in LRJ-117. Table 1. I f  the source 
you cite is LR-J-117, please explain the discrepancy between your delivery cost 
figures for ECR flats and those in LR-J-117. 

RESPONSE 

Confirmed. The delivery costs for "flats' presented in Table 1 of LR-J-117 are for 

flat-shaped pieces only. The delivery costs for "flats" presented in USPS-LRJ- 

131, WPl, page H ("COST) are for nonletter-shaped pieces (flats and parcels). 

The delivery costs for nonletter-shaped Standard Mail ECR pieces provided in 

LR-J-117 are in Workbook LR-J-117.xls, Worksheet 'Summary PI." cells 0101 

to 0103. which is the source for the delivery costs provided in USPS-LR-J-131, 

WP1, page H ("COST"). 
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NAANSPS-T31-18: 

Please provide a ECR presort tree including currenl rate differences, calculated 
cost differences, and proposed rate differences based on your results from the 
previous question. 

RESPONSE 

The presort tree in Appendix #1 of my testimony contains the information 

requested. 
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NAAIUSPS-131-20: 
Please confirm: 
a. That the volumes you use in designing rates for Standard A ECR mail are 

derived from LR-J-I 25, which is based upon the volume forecasting 
testimony of witness Tolley; 
That the cost savings which you use in designing rates are based on the 
testimony of witness Schenk, which used the volume forecasts in LR-J- 
117; 
That the following table accurately reflects the forecasted volumes used 
by witnesses Tolley and Schenk in the cited library references: 

b. 

c. 

Tolley Schenk 
Commerclat Non-Pmn Told ECR T o l d  ECR 

ECR Letters 3.545.81 54628 4,08208 4.892.02 

ECR Nonleltors 12.637.04 1.211.36 1 3 . M . 4 0  13.408.35 
Auto WR 2.104.82 301.14 2.405.96 2.365.74 

High Density L 360.09 73.60 433.69 517.85 
High D NL 1.834.14 14.94 1,849.08 1.597.27 

Saturation L 3.804.20 89.56 4.503.76 4.591.99 
Saturation NL 9.587.68 405.65 9.993.33 9.753.08 

Notes: 
Tolley numbers from LR-125 
Schenk numbers from LR-117, divided by 1000 10 Conespond lo Tolley units 

5 DlWerence 
19.55% 

-3.18% 
-1.67% 

19.41% 
-13.62% 

1.96% 
-2.40% 

If you cannot conlirrn these figures, please explain why not. 
d. Please explain why you propose rates based on a different volume 

forecast than is used in calculating the unit cost savings. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. I also used cost data from witness Mayes (USPS-T-23) in 

determining dropship discounts, as stated in response lo interrogatory 

VP/USPS-T31-29 

c. Confirmed The first two rows could be labeled more precisely as 'EGR 

Basic Letters" and "ECR Basic Nonletters." 



1 6 7 6  

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF AMERICA 

d. It should be noted that the Total combined ECR and NECR volume 

provided by both witnesses is consistent: 37,126.30 (specified in millions, 

as in the table above). They each use the finer detail -the mail mix -that 

is appropriate to their respective analyses. I utilize information from these 

respective analyses as appropriate in my testimony. 

The rates presented in my testimony are based on the cost data 

that were provided by witness Schenk. Witness Schenk‘s data provide 

cost estimates for both ECR commercial and nonprofit. It is my 

understanding that witness Schenk’s letter and nonletter volumes cited in 

the above table. from USPS LR-J-117, are based on the processing 

categories recorded in the PERMIT system. Thus, they should 

correspond to the Domestic Mail Manual (DMM) definition of shape. This 

allows witness Schenk to match volumes to costs, which are derived from 

IOCS tallies. It is my understanding that any other feasible approach 

would have involved a mismatch of cost and volume data, which would 

result in a distorted cost analysis. 

The volumes in witness Tolley’s USPS-LR-J-125 are based on the 

rates paid, not necessarily on the DMM-defined shape. Obviously, volume 

estimates developed by rate category are necessary to project Test Year 

revenue. My testimony uses volumes that correspond to specific rate 

categories and reflect the mail mix that is anticipated in the Test Year. 
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A point of clarification: as noted above, total volume is the same in 

both analyses, but the mail mix differs. For example, the number of letters 

in witness Schenk's LR-J-117 is higher than in witness Tolley's USPS-LR- 

J-125, and the number of nonleners in witness Schenk's LR-J-117 is lower 

than in witness Tolley's USPS-LR-J-125. This is explained by the fact that 

letter-shaped pieces as defined by the DMM that weigh over 3.3 ounces 

will pay nonletter rates. Witness Tolley shows these pieces as nonlenerS 

because they pay nonletter rates, while witness Schenk shows these 

pieces as letters because they conform lo the shape of a letler. 
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NAARISPS-T31-21: 
Please refer to your Workpaper 1, page Q. and Workpaper 1, page X. Is there a 
relationship between the revenue figure from line 31 of page Q (which you use in 
your testimony) and the Net Revenue figure of page X. column 21? Please 
explain. 

RESPONSE: 

USPS-LR-J-131, page Q ( T A R  REV") calculates projected ECR revenues for 

the test year using proposed rates and after rates volumes. Page 0. line 31 

includes revenue from fees and the residual shape surcharge. USPS-LRJ-131, 

page X ( 'WAR VOL CAT") calculates projected ECR revenues for the test year 

using proposed rates and before rates volumes. The figure in column 21, line 13 

- $5,665708 million -does not include revenues from fees and the residual 

shape surcharge. This figure can also be fwnd on page S ("NEW RATE TYBR 

VOL"), column 3, line 26. 
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NAAlUSPS-T31-22: 

Please refer to Domestic Mail Manual €630.1.7(c), which states, in pertinent part. 
the density required for the Standard ECR saturation rate as follows: "pieces 
must be addressed either to 90% or more of the active residential addresses or 
to 75% or more of the total number of active possible delivery addresses, which 
is less, on each carrier route receiving this mail.. Please also assume that, in the 
scenarios below, the mailing would otherwise qualify in all respects for Standard 
ECR rates. 
a. 

b. 

C. 

d. 

e.  

f. 

Please confirm that, assuming a route consisting only of 500 active 
residential addresses, a mailing consisting of 375 pieces could qualify for 
the Standard ECR saturation rate. 
Please confirm that, assuming a route consisting only of 500 active 
residential addresses, a mailing consisting of 374 pieces would not qualify 
for the Standard ECR saturation rate. 
Please confirm that, assuming a route consisting only of 500 active 
residential addresses, a mailing consisting of 250 pieces would not qualify 
for the Standard ECR saturation rate. 
Please confirm that, assuming a route consisting of 500 active possible 
delivery addresses, of which only 250 were active residential addresses, a 
mailing addressed to 225 residential addresses could qualify for the 
Standard ECR saturation rate. 
Please confirm that nothing in the DMM would require, in the scenario in 
(d), that the 250 residential addresses would have !o be in any particular 
section of the route, but could be scattered throughout the entire route. 
If you cannot confirm any of the above, please explain why not. 

RESPONSE 

a.-e. Confirmed. Please note that the wording at the end of the phrase quoted 

from the DMM is "whichever is less," rather than "which is less," as indicated 

above. 

f. Not applicable. 
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NANUSPS-T31-23: 

Please refer to your response to NANUSPS-T31-2. 

a. Please confirm that your methodology assumes that the proportion of 
commercial ECR and NECR costs remains constant between the base 
year and the Test Year. If you cannot confirm, please explain why not. 
Please confirm that the ratio of commercial ECR to NECR volumes Is not 
constant between the Base Year levels and the forecasted Test Year 
volumes, as presented in LR-J-125. If you cannot confirm, please explain 
why not. 
Please confirm that the mix among rate categories in commercial ECR 
and NECR does not remain constant between the Base Year levels and 
the forecasted Test Year volumes. as presented in LR-J-125. If you 
cannot confirm, please explain why not. 
Please explain why you assume a constant cost ratio between commercial 
ECR and NECR when the ratio of the volumes of these two subclasses, 
and the mail mix within the subclasses, is not constant between the Base 
Year and Test Year. 

b. 

c, 

d. 

RESPONSE: 

a. Not confirmed. No assumption is made about the actual cost proportion. 

As slated in my response to NMUSPS-T-31-1: 

The allocation methodolo gy... was not intended to determine the 
precise volume variable cost of the commercial and nonprofit subclasses 
in isolation. The allocation assisted in executing the rate design formula 
and producing the statutory revenue-per-piece relationship between 
commercial and nonprofit subclasses, which is described in my testimony 
on page 35, lines 1 - 7. [emphasis added] 

b. Confirmed. 

c. Confirmed. 

d. See response to subpart (a). While the volume mix between commercial 

and nonprofit is not constant between the Test Year Atter Rates (TYAR) 
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estimates in Docket No. R2000-1 and the Test Year Before Rates (TYBR) 

estimates in this proceeding. that fact is irrelevant in the rate design. The 

cost allocations used in the rate design are reasonable. given that an 

actual split of costs between ECR and NECR was not available. 
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NAA/USPS-T31-24: 

Please refer to your responses to NAPJUSPS-T31-6 and 7. Can you also 
confirm that the postage rate is one factor that a newspaper mailing a Total 
Market Coverage program takes into account in setting its price to advertisers. 
Please explain any negative response. 

RESPONSE: 

Presumably, the newspaper would consider its options for distribution of !he Total 

Market Coverage (TMC) program. If the Postal Service is chosen, postage 

would likely be considered when the newspaper develops its prices to 

advertisers. (Postage rates may also be a factor in whether the Postal Service is 

selected over other options for a TMC program.) 
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AND VAL-PAK DEALERS' ASSOCIATION, INC. 

VPNSPS-T31-1: 

May Detached Address Labels ('DAW) be used with enveloped Standard ECR 
flats? 

RESPONSE: 

Yes. See DMM A060.1.2. 
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AND VAL-PAK DEALERS' ASSOCIATION, INC. 

- - 

VPNSPS-T31-2: 

a. 

b. 

c. 
d. 

For pieces known as "wraps," what are the minimum dimensions for the 
outer host piece in a Standard ECR DAL flat mailing? 
What terminology is used to describe such pieces (i) in the DMM and (ii) 
conversationally? 
What provisions in the DMM describe or govern such pieces? 
Can the dimensions of inserts exceed the dimensions of the host piece? If 
so, (i)  by how much and (ii) what determines the dimension of the entire 
mail piece? 

RESPONSE 

a. 

b. 

See DMM C600.1.2 and C820.6.2. 

These are referred to as "covers,' 'short covers," or "protective covers" in 

the DMM. Conversationally, these pieces may be referred to by mailers 

as "wraps." "half covers," or other terms. 

DMM C050 discusses basic sizes for flats. DMM C600 specifies the 

maximum dimensions for ECR flats. DMM C820.6.2 provides the 

standards for all short covers, including covers for ECR pieces. 

It is my understanding that, in the DMM, 'inserts" refer to pieces placed in 

envelopes. Enclosures may be placed in a host ECR piece. The 

enclosures may exceed the dimensions of the outer cover or "host piece," 

provided that the overall dimensions of the piece do not exceed the limits 

specified in DMM C600.1.1 d. 

c. 

d. 
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VPNSPS-T31-3: 

a. In a Standard ECR DALflat mailing consisting of wraps, is there any limit 
on the number of inserts contained within a host piece? If so, what is that 
limit? 
In a Standard ECR DAL flat mailing consisting of wraps, are there any 
limitations on the thickness, nature, form, or content of the inserts 
contained within a host piece? If so, what are those limitations? 
Are there any minimum dimensions for inserts within a host piece? 
May an insert consist of an enveloped letter? 
May an insert consist of an enveloped flat? 

b. 

c. 
d. 
e. 

RESPONSE: 

a. 

b. 

C. 

d. 

e. 

It is my understanding that the DMM does not specify a limit on the 

number of attachments and enclosures. 

See DMM C600, which specifies the maximum thickness of an ECR flat. 

ECR flats are subject to general guidelines for mailability (i.e., they must 

not contain content or items that are prohibited from being mailed) and 

cannot carry content that is required to be mailed at First-class Mail rates. 

It is my understanding that the DMM does not specify limits. 

Yes, as long as the contents in the enveloped letter are eligible to be 

mailed at the appropriate Standard Mail ECR rate. 

Yes, as long as the contents in the enveloped flat are eligible to be mailed 

at the appropriate Standard Mail ECR rate. 
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VPNSPST31-4: 
Do local acceptance clerks verify DALs prepared with flats io ensure that they 
meet applicable mail processing category requirements as presented by the 
mailer? 

RESPONSE 

It is my understanding that they do. 
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In a flat-shaped Standard ECR DAL mailing consisting of wraps, what are the 
minimum dimensions of the host piece? 

RESPONSE: 

See response to VP/USPS-T31-2a. 

, 
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- - 
VPNSPS-T316: 

Do acceptance clerks ever collect additional postage (surcharge) or disquahfy a 
mailing for exceeding the maximum flat dimensions? Please explain. 

RESPONSE: 

Yes, acceptance clerks are responsible for collecting additional postage in the 

event that it is determined that an ECR fiat-size mailing exceeds the size limits in 

DMM C600.1.1. No data are collected on the extent to which flat mailings are 

determined to be ineligible for mailing or a particular rate category due to excess 

dimensions. 
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VPNSPS-T31-7: 

Your testimony at page 9, lines 15-17 states that Standard ECR High Density 
and Saturation letters must bear delivery point barcodes and meet other Postal 
Service requirements for automation compatibility. 
a. 

b. 

Will High Density and Saturation Standard ECR letters be required to pass 
the MERLIN test? 
Aside from MERLIN, what other requirements must such letters meet in 
order to qualify for your proposed Standard ECR letter rates? 

RESPONSE 

a. If the classification proposal is implemented. Standard Mail ECR High 

Density and Saturation letters will be subject to the verification process for 

automation mailings. It is my understanding that MERLIN is part of the 

verification process for automation mailings. I f  MERLIN is not available, 

automation mailings are subject to manual verification. 

See DMM C810.1 .O - 7.0 for automation requirements for letters. 
-_ 

b. 
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VPNSPS-T31-8: 
Your testimony at page 13 states that "[iJ a goal of rate design were to have 

a. 

b. 

' equal implicit coverage ...' 
In your opinion. to what extent is a rate design goal of implicit coverage 
appropriate? 
Under what conditions or circumstances is a rate design goal of equal 
implicit coverage either inappropriate or ripe for being over-riden by other 
considerations? 
Please state clearly whether it is your goal, or the Postal Service's goal, lo 
have equal implicit coverage for lighter weight and heavier weight parcels 
within Standard ECR. 
Within the Standard ECR subclass, for your proposed rates, what is the 
implicit coverage for (i) letters, (ii) flats and (iii) parcels? 
Within the Standard ECR subclass, for your proposed rates, what is the 
implicit coverage for (i) Basic, (ii) High Density and (iii) Saturation letters? 
Within the Standard ECR subclass, for your proposed rates, what is the 
implicit coverage for (i) Basic, (ii) High Density and (iii) Saturation flats? 
Within the Standard ECR flat-shaped mailstream, for your proposed rates, 
what is the implicit coverage for (i) piece-rated flats and (ii) pound-rated 
flats? 

c. 

d. 

e. 

f. 

g. 

RESPONSE: 

a. As noted in my testimony, on page 12. footnote 11, cost coverage is a 

measure used primarily at the subclass level; in each commercial 

subclass, there is a rate design goal of meeting the cost coverage 

specified by the rates level witness (who, in this Docket, is Witness 

Moeller (USPS-T-28)). At the subcategory of subclass level, estimates of 

implicit coverage can on occasion be used for illustrative purposes, as in 
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the reference cited in the interrogatory. Estimates of implicit coverag8 are 

not used by all witnesses, however. The use of implicit cost coverage in 

my testimony is not intended to imply that other rate design witnesses 

should incorporate evaluation of implicit coverage(s) into their testimony. 

In some instances, implicit coverage can be an indicator of a potential 

misalignment of costs and rates. A more detailed answer to this question 

would depend on the subcategory or subcategories of subclass being 

considered, because often an analysis of implicit coverage requires 

making some simplifying assumptions. Therefore, when used, it can be a 

guide, or tool, in the ratemaking process. In the case of Standard Mail 

ECR. the analysis of implicit coverage for piece-and pound-rated pieces in 

my testimony represents updated data from Docket No. R2000-1. where 

Witness Moeller (USPS-T-35) presented data supporting a proposed 

lower pound rate. 

That was and is not a goal of in the proposal at issue in this proceeding. 

b. 

c. 
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perlormed for ECR letters and nonletten. Implicit coverage for letterq 

using test year after rates revenue and test year unit costs, is 225.9 

e. 

f .  

percent for ECR letters and 232.5 percent for ECR nonletten. 

Cost data are not available by density tier, so the implicit coverages 

cannot be calculated. See also response to subpart (d). 

Cost data are not available by density tier, so the implicit coverages 

cannot be calculated. See also response to subpart (d). 

This calculation can be performed for piece-and pound-rated nonletters, 

than or equal to 3.5 ounces is 252.6 percent. 

See also response to subpart (d). 
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VPIUSPS-T31-8: 
Your testimony at page 13 states that “[ i l f  a goal of rate design were to have 
equal implicit coverage.. _ ”  
. I . . *  

d. Within the Standard ECR subclass, lor your proposed rates, what is the 
implicit coverage for (i) letters, (ii) llats and (iii) parcels? 

If... 

g. Within the Standard ECR flat-shaped rnailstream. for your proposed rates, 
what is the implicit coverage for (i) piece-rated flats and (ii) pound-rated flats? 

REVISED RESPONSE: 

Because of minor changes in costs that witness Schenk filed in her revised 

USPS-LR-J-58 (see errata of November 20, 2001). there are slight changes in 

the implicit coverage calculations provided in the responses to ValPak 8(d) and 8 

(9). Results of the revised calculations are presented below 

d. 

certain circumstances when performed with a specific illustrative purpose. While 

some of the particular data requested here may be calculated, their value as an 

As described above, analyses of implicit coverages may be useful under 

illustrative tool may be limited: The calculation can be performed lor ECR letters 

and nonletters. Implicit everage for letters, using t@yeaqsKer:[ates 

and-test’year unit costs, is 226.0:percent for ECR leg 

.~ -... 1~~ , ~. . t~ ~~. .~“~....---l_i_r>_ ...., z1 ~ 

~ ~. 

EC R.no-nlett 
.... ~ 
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g. This calculation can be performed for piece-and pound-rated nonletters. using 

test year after rates revenue. Because data are not available at the 3.3 

ounce breakpoint, the following are figures using a 3.0 ounce breakpoint and 

3.5 ounce breakpoint. 

. . _ _ I  

The implicitcoverage' for piecg:Fated.ECR ~nonlguers under 3-0 ~om_ces $ 

21 7.2:percent,.:.The.implicit coverage for pound rated ECR nonletters greater 

than or_e_qu~~-30_o~n~s- i~ .256 .6 .  percent. TJejmpjcit cover 

rated ECRInofiieBek 'Unde;, 3.5Oun.ce 

coverage for'pound-rated ECR nonletters greater than or equal to 3.5 ounces 

is_25?,&'pe~c~t, 

. ~ . . 

-i . 

21~4?4Se@&t; ThGrnpliet 
. . . .____ .~ ~ . , ~ ~- . - .  ~ .. . . . . ..~_. . 

See also response to subpart (d). 
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VPIUSPS-TBI -a: 
Your testimony at page 13 states that “[i]f a goal of rate design were to have 
equal implicit coverage ...” 

d. 

g. 

Within the Standard ECR subclass, for your proposed rates, what is the 
implicit coverage for (i) letters, (ii) flats and (iii) parcels? 
Within the Standard ECR flat-shaped mailstream, for your proposed rates, 
what is the implicit coverage for (i) piece-rated flats and (ii) pound-rated 
flats? 

SUPPLEMENTAL RESPONSE TO SUBPARTS (d) and (9): 

The issue of consistency in the figures used to calculate implicit coverages 

has been raised in several interrogatories, including VP/USPS-T31-32. 

VP/USPS-T31-39, and VPIUSPS-T31- 40. (Implicit coverages are calculated by 

dividing unit revenue by unit cost.) VP/USPS-T31-8(d) and 8(g) requested 

implicit coverages using the proposed rates, beyond those provided in my 

testimony in Table #3 on page 13. which were for piece-rated pieces and pound- 

rated pieces. Before providing those figures, in response to VP/USPS-T31-8(b), I 

stated that: 

In some instances, implicit coverage can be an indicator of a 
potential misalignment of costs and rate ... often an analysis of implicit 
coverage requires making some simplifying assumptions. Therefore, 
when used, it can be a guide, or tool, in the ratemaking process. 

In my response to VP/USPS-T31-8(d), above, implicit coverages were 

presented for letters and nonletters, using the best available information. (For 

example, although the revenues are projected on a Test Year After Rates basis, 

as requested in the interrogatory, the only cost estimates available are Test Year 
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Before Rates costs.) Likewise, in my response to VP/USPS-T31-8(g). implicit 

coverages were calculated for piece-rated and pound-rated nonletters. at both 

the 3.0 ounce and 3.5 ounce breakpoints, because data are not available at the 

actual 3.3 ounce breakpoint. In both responses, the categories of “letters” and 

“nonletters” used in the costs provided by witness Schenk (USPS-T-41) were 

based on the DMM-definitions of letters and nonletters - ;.e., based on shape. 

For revenues, the categories of ”letters” and “nonletters” were based on rate 

category, and derived from USPS-LR-J-131, WP1. (For further discussion of the 

shape versus rate definitions of letters and nonletters, see my response to 

NANUSPS-T31-20.) 

The issue of determining implicit coverages for both letters and nonletters 

is complicated by the breakpoint of 3.3 ounces. This is why, in Table #3 of my 

testimony, and in response to VP/USPS-T31-8(g). implicit coverages were 

provided at both the 3.0 and 3.5 ounce dividing lines. The pattern demonstrated 

at each was consistent and supported the proposed reduction of 4.0 cents in the 

ECR pound rate. 

The following is a comparison of the implicit coverages presented in my 

revised response to VP/USPS-T-31-8(d) - which reflect the minimal cost 

changes filed on November 20,2001 by witness Schenk in her errata to USPS- 

LR-J-58 and under the alternative method, which defines letter-shaped pieces 
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Total ECR Letters 226.0% 

Total ECR Nonletters 232.7% 

Total ECR Letters 
Below 3.0 ounces 

230.7% 

Total ECR Nonletters I 
Above or equal to 
3.0 ounces 
(piece-and pound-rated) 

230.6% 

OR' 

I I I 
~~ 

I Below 3.5 ounces 

OR 
I 

Above or equal to 
3.5 ounces 
(piece-and pound-rated) 
* In the initial response to 8(d), the costs in the imp!icit coverage calculation for 
total ECR letters includes all letter-shaped pieces regardless of weight; the costs 
in the implicit coverage calculation for total ECR nonletters exclude letter-shaped 
pieces exceeding the maximum weight limit for letters, regardless of weight. 
* *  In the alternative method presented in this supplemental response, the term 
"letters" for purposes of the costs in the cost coverage calculation includes letters 
defined by shape and also letters below the specified weight threshold; letters 
above the specified weight threshold are included within nonletters. 

1 Total ECR Nonletters 231.396 

Under the alternative method, the gap between ECR letters and nonletters is 

smaller when presented in these categories, which combine piece-rated and 

pound-rated pieces. 
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I 

Below 3.0 ounces’ 21 7.2% I 217.2% I 

Above or eaual to I 256.6% 252.99‘. 

I 3.5 ounces**. *** I I I 

3.0 ounces**, *** 
(pound-rated) 

ECR Nonletters 
OR 

Below 3.5 ounces’ 

OR OR 

214.4% 2 1 4.4% 

presented in this supplemental response, the costs in the implicit coverage 
calculation for ‘ECR Nonletters below 3.0 or 3.5 ounces” include flat-shaped and 
parcel-shaped pieces below the two respective weight dividing lines. 
** In the initial response to VP/USPS-T31-8(g), the costs in the implicit coverage 
calculation for “ECR Nonletters above 3.0 or 3.5 ounces“ include flat-shaped and 
parcel-shaped pieces above or equal to each weight dividing line. 
*** In the alternative method, the costs in the implicit coverage calculation for 
“ECR Nonletters above 3.0 or 3.5 ounces” include flat-shaped and parcel-shaped 

Above or equal to 252.8% 249.3% 
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pieces above or equal to each weight dividing line, plus letter-shaped pieces 
above or equal to each weight dividing line. 

Cost data supporting the alternative method coverages are detailed in a 

supplemental response to witness Schenk's response to VPNSPS-T43-10. 

It may be helpful to briefly review the role of implicit coverage analysis in 

rate design. My response to VP/USPS-T31-8(a) and (b) clarifies the purpose of 

calculating implicit coverages at the subclass level. Specifically, I explained: 

At the subcategory of subclass level, estimates of implicit coverage can on 
occasion be used for illustrative purposes, as in the reference cited in the 
interrogatory [i.e., testimony, page 131.. ..often an analysis of implicit 
coverage requires making some simplifying assumptions. 

Rates are not designed on implicit cost coverages. Instead. the coverages can 

be used as a tool, among several, to evaluate rate design. As I have pointed out 

in the calculation of these implicit coverages - in Table #3 of my testimony, in 

response to VP/USPS-T31-8. and in the alternate coverages discussed above - 

a variety of assumptions must be made. These necessary assumptions could 

lead to a lack of precision, in some instances. As such, I have emphasized that 

implicit coverages can be a useful evaluation tool, rather than the prime 

determinant of rate design. 
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VPNSPS-T31-9: 

In your testimony, USPS-T-31, page 23. lines 6-7, you state that "merchandise 
samples with DALs are the only surcharged pieces in ECR" (Le., subject to the 
residual shape surcharge). You also state at lines 7-8 that, "'[s]ome merchandise 
samples are mailed as flats and therefore are not surcharged.' 

a. 

b. 

C. 

d. 

e. 

f. 

Please confirm that: 
(i) 

(ii) 

(iii) 

Merchandise samples may be mailed as Standard ECR flats. If you 
do not confirm, please explain. 
Merchandise samples sent as Standard ECR flats may use DALs 
but are not required to do so. If you do not confirm, please explain. 
Merchandise samples sent as Standard ECR parcels must use 

DALs. If you do not confirm, please explain. 

I f  some merchandise samples can be entered as addressed ECR flats 
without a DAL, why are merchandise sample ECR flats treated differently 
with respect to the requirement of a DAL than merchandise sample ECR 
parcels? 

Is any effort made by Postal Service personnel to determine whether the 
contents of a given mailing of ECR flats are merchandise samples? If so. 
what procedures are used? Is this information recorded, and, if so, where 
and by whom? 

Has any analysis been made of costs incurred by merchandise samples 
mailed as ECR flats? If so. please provide a copy of the study as a library 
reference. 

Could the cost difference between the average ECR flat (most of which 
are not mailed with DALs) and the average ECR parcel (all of which are 
mailed with DALs) be due to the additional costs caused by DALs, rather 
than costs incurred by the shape or weight of ECR parcels? Please 
explain your answer. 

In Docket No. WOOO-1, Postal Service witness Cnrm (USPS-T-27) 
observed that the high costs attributed to ECR parcels ($0.746 in N 
1998) may reflect the costs of DAL mailings. Response to PSAILISPS- 
T27-5(a), Tr. 8/3427, Docket No. R2000-1. 
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(i) Do you believe that the high costs attributed to ECR parcels in this 
docket are due, at least in part, to the higher costs incurred in processing 
and delivering DAL mailings? Please explain your answer. 

(ii) 
attributed to ECR parcels in this docket? 

(i) 
DAL ECR mailings, instead of on all ECR parcels? 

(ii) 
or why not. Under what conditions would such an idea have merit? 

What other reason@) would you suggest that explain the high costs 

Has the Postal Service considered imposing a surcharge on all g. 

Do you agree such an idea would have merit? Please explain why 

RESPONSE: 

a. (i) Confirmed. 

(ii) 

(iii) Confirmed. 

Parcels have different cost characteristics than flats. It is my 

understanding that a flat is considered a flat based on physical size and 

shape, not on whether it is a merchandise sample. For a merchandise 

sample to be mailed as an ECR flat. it must meet the criteria outlined in 

DMM C600.1.ld. 

It is my understanding that Business Mail Entry Unit (BMEU) employees 

are required to open and examine one piece from each Standard Mail 

mailing to verify that the contents are eligible for the rate claimed. 

Information about each piece examined is not kept. 

See DMM A060.1.3 for what must be sent with DALs. 

b. 

c. 

d. No. 
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e. 

f. 

g. (i) No. 

(ii) 

Redirected to Witness Schenk (USPS-T-43). 

Redirected to Witness Schenk (USPS-T-43). 

In this particular instance, I cannot say whether the idea has merit 

or not. DALs are intended to facilitate the casing and delivery of 

flats and parcels In general, if a potential rate element makes 

business sense and could be shown to be consistent with the 

classification criteriajt could have merit. 
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VPRISPS-T31-10: 
Why are not special services, such as delivery confirmation or insurance, 
available for Standard ECR parcels when they are available for Standard Regular 
parcels? What differences, if any, between Standard ECR parcels and Standard 
Regular parcels dictate this distinction? 

RESPONSE 

These are two separate subclasses. Standard ECR parcels must bear detached 

address labels (DALs), which renders them ineligible for special services, as 

specified in DMM E610.9.2. 
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VP/USPS-T31-11: 
Has the Postal Service ever considered establishing a distinct rate or separate 
surcharge for ECR DAL mailings? Please explain your answer. 

RESPONSE 

Not to my knowledge. See response to VP/USPS-T31-9g.(ii), above. 
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V P N  S P S-T31-12: 
a. Is the volume of ECR parcels - which you state is 'less than 0.07 percent 

of total ECR nonletters" (USPS-T-31, p. 23, II. 1-2, emphasis added) - so 
small that the cost of separately identifying ECR parcels greatly outweighs 
any benefit to the Postal Service? Please explain your answer. 
Please state the volume of ECR parcels sent with DALs. 
Would you agree that it makes more sense lo have an ECR nonletter DAL 
rate category than an ECR parcel rate category? Please explain your 
answer. 

b. 
c. 

RESPONSE: 

a. If the question of "separately identifying ECR parcels" refers to a separate 

rate treatment, then 1 do not feel that the Postal Service should ignore 

parcels. There are substantial cost differences in processing parcels, and 

the rate design for Standard Mail ECR needs to recognize these cost 

differences, even though parcels' percentage of overall ECR vo!ume is 

low, relative to letters and flats. 

See LR-USPS-J-131, page I (RES SHAPE REV), cell reference E12. This 

is a calculation of ECR nonletters in the test year that are subject to the 

residual shape surcharge. Since all ECR parcels are subject tothe 

residual shape surcharge and all ECR parcels are required to bear 

detached address labels (DALs), 100% of this figure - 15,679,000 - 
should represent the volume of ECR parcels sent with DALs. 

No. The parcel category distinction is shape-based, and thus is consistent 

with the way the Postal Service sorts and delivers mail. Parcels are a 

b. 

c. 
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separate component of the mail stream; thus, a rate design that 

recognizes ECR parcels as a separate mail stream, with a distinct rate, is 

very reasonable and logical. Also see response to VPRISPS-T31-9(g). 
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VPRISPS-T31-13: 
Please refer to LRJ-131, WP1 , page H, Mail Processing and Delivery Costs Per 
Piece Test Year. 
a. Are the figures shown the estimated total volume variable costs for each 

rate cell? If not, what other costs need to be included to arrive at Test 
Year estimates of total volume variable costs? 
Have the estimated per piece costs shown here been "reconciled" to the 
CRA estimate of total volume variable costs for Standard ECR mail in the 
Test Year? That is, when the unit costs are multiplied by the appropriate 
volumes, do they equal total Test Year volume variable costs as 
developed by the roll-fonrrard model? If not, by what percentage, or how 
much, do they differ? 

b. 

RESPONSE: 

a. No. The Mail Processing and Delivery Costs Per Piece Test Year shown 

on page H are part of volume variable costs. The 'other' volume variable 

costs include: window service, vehicle service, and associated indirect 

cost segments in addition to air/water/highway/rail transportation. 
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b. No, it is my understanding from witness Schenk (USPS-T-43) that the mail 

processing and delivery costs reported in USPS-LR-J-131, WPl,  page H 

are developed by tying base year CRA costs to test year CRA costs, as 

shown in USPS-LR-J-59 and -1 17. As such, although they are not 

reconciled to the total costs, they should roll up to the total rollfoward 

costs for those cost segments. Therefore, no reconciliation to the CRA 

is needed. 
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VPNSPS-T31-14: 
Please refer to your testimony at pages 11-21, where you discuss the pound rate 
for Standard ECR Mail. 
a. 

b. 

C. 

d. 

e. 

At page 12, lines 5-6, you state that witness Schenk's study and analysis 
suggest that, strictly on a cost basis, 'a lower ECR pound rate would be 
appropriate." Please provide specific references to her testimony, her 
study, or any other document sponsored by witness Schenk in this docket 
here she states that which you assert: Le., that a lower ECR pound rate 
would be appropriate. 
Aside from the unit cost data presented in your Table #3 and the 
distribution of pieces by weight in Table #4, on pages 13 and 15, 
respectively, please indicate all other data, analyses, regressions, 
conclusions, etc. found in or derived from witness Schenk on which you 
rely to support your assertion that her study and analysis indicate that "a 
lower ECR pound rate would be appropriate." 
Has witness Schenk indicated to you, whether orally or in writing or 
otherwise, what she considers to be the best or most reliable estimate of 
the weight-cost relationship for ECR mail that weighs in excess of 3.3 
ounce breakpoint? If so, please state what she provided you and indicate 
the source. 
Did witness Schenk provide you with the implicit coverages shown in your 
Table #3? 
(i) To the extent that you have analyzed witness Schenk's data 
yourself and drawn your own conclusions concerning the weight-cost 
relationship for Standard ECR Mail or the appropriate level of the pound 
rate, please indicate which data you analyzed, provide copies of your 
analyses, including any regressions or other statistical studies, and your 
results and conclusions. 
(ii) If you have independently determined what you believe to be the 
best estimate of the weight-cost relationship for ECR mail that weighs in 
excess of 3.3 ounce breakpoint, please indicate what that is. 
(iii) If you have not done any separate analysis or study using witness 
Schenk's data, and if you have not developed any independent estimate 
of the weight-cost relationship for ECR mail, please so state explicitly. 
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RESPONSE 

a. My testimony does not state what the interrogatory implies, i.8., that 

witness Schenk states a lower pound rate would be appropriate. Rather, 

this passage of my testimony is my explanation of the results of her study. 

See tables #5A, #5B, and #5C (on pages 17,18, and 19, respectively, of 

my testimony). 

Witness Schenk has not given me an opinion, either orally or in writing, of 

the weight-cost relationship for ECR mail, other than providing the 

updated study presented in USPS LR-J-58. 

I computed the implicit coverages and compiled Table #3. The cost data 

included in the table were provided by witness Schenk. 

(i) - (iii) I have not analyzed witness Schenk's data from a cost 

perspective or independently determined the best estimate of the weight- 

cost relationship for ECR mail. 

b. 

c. 

d. 

e. 
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VPILISPS-T31-15: 
At page 20, lines 1-3, you state that "the proposed reduction in the pound rate of 
4 cents is eminently reasonable, in terms of bringing the piece and pound implicit 
coverages closer in lie..: 

a. Would you agree that other changes in rate design that bring implicit 
coverages of different rate categories within Standard ECR closer in line 
would also be eminently reasonable? Unless your answer is an 
unqualified affirmative, please state every reason upon which you rely to 
disagree and explain the basis for such disagreement. 

Is it your opinion that bringing the piece and pound implicit coverages 
closer in line for Standard ECR Mail is more reasonable, or more 
desirable, than bringing the implicit coverages of other rate categories 
closer in line? Unless your answer is an unqualified negative, please state 
and explain every reason upon which you rely to support your position. 

In your opinion, would the implicit coverage test which you apply to 
Standard ECR Mail, as exemplified by your Table #3 (p. 13). also be a 
valid test to apply to Standard Regular Mail? Unless your answer is an 
unqualified affirmative, please explain why you think your implicit coverage 
test should be limited to Standard ECR Mail. 

b. 

c. 

RESPONSE: 

a. It depends on the specific changes in question. For example, I would try 

to preserve current rate relationships. limit increases by rate cells so that 

no cells bear disproportionate increases, and maintain support of 

automation programs. I might include other factors, too, depending on the 

specific change@) under consideration. 
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b. 

C. 

- 
It depends what changes and what other rate categories are involved. 

With respect to ECR implicit coverages, my analysis has been confined to 

the information presented in Table #3. 

Please see my response to VPNSPS-T31-8a and 8d. 
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VPIUSPS-T31-16: 
Please refer to your testimony at page 20, lines 5-6. There you note that the 
Commission recommended a 2.5-cent reduction in the pound rate in Docket No. 
R2000-1. Is it your view that the Commission's reduction of the pound rate in 
Docket No. R2000-1 in and of itself justifies a further reduction of the pound rate 
in this docket? If so, please explain your reasoning in detail. 

RESPONSE 

No, I do not feel that - "in and of itself" - the Commission's reduction of the 

pound rate justifies a further reduction. The proposal in this docket takes into 

account other factors as discussed in my testimony. However, the Commission's 

rationale in its decision is a guide in the rate design. 
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VPNSPS-131-17: 
Your testimony, at page 13, Table #3, contains data on the unit cost of piece- 
rated and pound-rated pieces (i) at a 3.0 ounce dividing line, and (ii) at a 3.5 
ounce dividing line. In Docket No. R2001, Postal Service witness Moeller (USPS- 
T-35) presented data for Standard ECR Mail on a similar basis. Commenting on 
those data, the Commission stated at paragraph 5541 of its Opinion and 
Recommended Decision 

a. 

b. 

C. 

d. 

e. 

Witness Moeller's implicit markups reflect the mix of mail on 
either side of the break point. However, pieces above and below 
the break point have different worksharing profiles and different 
shape profiles. The Commission believes that implicit markups 
comparison should be adjusfed for these differences. 

To your knowledge, did the unit cost data which you received from witness 
Schenk make any or all of the adjustments for different worksharing and 
shape profiles called for by the Commission? 
Were any adjustments made to the unit revenue figures to account for the 
different worksharing and shape profiles described by the Commission? 
In your opinion, do the implicit coverages shown in your Table #3 reflect 
any or all of the adjustments called for by the Commission 
Unless your answers to the preceding parts of this interrogatory are an 
unqualified negative, please indicate which adjustments were made, 
where they are described, and where they can be found in your testimony, 
any library references, or other documents sponsored by you in this 
docket. 
If you in fact made any of the adjustments called for by the Commission, 
but did not document or describe them adequately, please do so in 
response to this interrogatory. 

RESPONSE 

a. No. It is my understanding from witness Schenk (USPS-T-43) that no 

changes were made in the costing methodology which was used in Docket 

No. R2000-1, which develops costs by shape and weight increment but 

does not make adjustments for worksharing differences. 
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b-e. 

in Docket No. R2000-1 by witness Moeller (USPS-T-35). Also, the data in 

the Before and After Unit Revenue columns do reflect revenue consistent 

with the worksharing profile. Data were taken from Page Y, ECR TYBR 

TYAR REV in Library Reference USPS-LR-J-131. WP1. The net revenue 

columns on page W, TYBR VOL CAT (column AA) and Page X, TYAR 

VOL CAT (column AA) feed into Page Y; the net revenue columns on 

pages W and X are adjusted for dropship discounts. 

No changes were made from the way the revenue was calculated 

As stated in subpart (a), it is my understanding from witness Schenk that 

no changes were made in costing methodology for the costs used in the 

implicit coverages. However, the cost data used as the basis for the costs 

for nonletters are derived from costs by shape and weight increment. 

Thus, the revenues and costs used for the calculations in Table #3 both 

consistently represent the mix of mail on either side of the dividing line at 

3.0 and 3.5 ounces. It is my understanding that the comparison of implicit 

coverage of piece-rated and pound-rated pieces does not require isolating 

the impact of weight. 
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VP/USPS-T31-18: 

Please confirm that: 
a. 

b. 

The current letter-flat cost differential for ECR Saturation is 1.14 cents. If 
you do not confirm, please explain. 
Under your proposed rates, the ECR Saturation letter rate will be 0.7 cents 
lower than the ECR Saturation flat rate. If you do not confirm, please 
explain. 
In your workpapers. LR-J-131. folder ECR PASS, page M, worktable 3. 
you identify the percentage passthrough of the ECR Saturation letter-flat 
cost differential in your rates as being 65 percent. If you do not confirm, 
please explain. 
0.7 is actually 61.4 percent of 1.14. If you do not confirm, please explain. 
The Commission’s letter-flat cost differential passthrough for ECR 
Saturation in Docket No. R2000-1 was 100 percent. If you do not confirm, 
please explain. 

c. 

d. 
e. 

RESPONSE 

a. 

b. 

C. 

d. 

e. 

Confirmed. 

Confirmed. 

Confirmed. 

Confirmed. Due to rounding, a range of passthroughs produces the same 

differential. 

Confirmed. The Commission’s passthrough was 100 percent of 0.447 

cent, or 0.4 cent. (Some observers may view this as a passthrough of 

89.5 percent.) 
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VPNSPS-T31-19: 

a. 
flat cost differential passthrough in your testimony? If you do not discuss this 
passthrough, explain why. 
b. 
reflect a 65.0 percent passthrough of the ECR Saturation letter-flat cost 
differential, with the calculation that the actual passthrough is 61.4 percent 
c. 
Saturation letter-flat cost differential, when the current passthrough is 100 
percent. 
d. In your testimony, at USPS-T-31, page 24, line 9, you suggest that 
additional information regarding the letter-flat cost differential, and the 
passthrough thereof, is found in the discussion under Section 6, "Density Tiers.' 
Where do you discuss the letter-flat cost differentials and the ensuring 
passthroughs in that section? 

Where do you discuss the amount of your proposed ECR Saturation letter- 

Please reconcile the notation in your workpapers that your proposed rates 

Please explain why you adopted a 61.4 percent passthrough of the ECR 

RESPONSE: 

a. This is not discussed in detail in my text, except in the context of the 

proposed classification change, where I discuss the gaps between High 

Density letters and nonletters and Saturation letters and nonletters (page 

10. lines 17 - 23). The letterhonletter passthroughs are included on page 

M of WPl. libraly reference USPS-LRJ-131, which is incorporated by 

reference into the testimony (page 1, lines 6 - 8), and allusion to the 

letterhonletter differential is made in several places, including page 37 in 

the Nonprofit ECR section. Any omission of discussion in the ECR section 

of the text was not intentional. See response to subsection (d). below. 
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b. In fact, in WPI, Page M, Worktable C. cell E35 - the cell in which the 

passthrough is selected - could have any passthrough ranging from 58 

percent to 65 percent, and the rate differential would be 0.7 cent, because 

of the rounding element. 

The current Saturation lettedflat passthrough is 100 percent from a base 

of 0.447 cent, or, rounded down to the nearest tenth of a cent, to 0.4 cent. 

(See Docket No. R2000-1, GOVS-LR-8, WP1, page 18.) My testimony in 

this docket strives to balance various rate design issues while maintaining 

or increasing the rate differences. In the case of the Saturation 

letterhonletter rate difference, the amount has been increased from 0.4 

cent to 0.7 cent, which is a 75 percent increase. Another factor that was 

taken into account in this rate design, as discussed in VP/USPS-T31- 

19(a), is the proposed classification change, requiring barcoding for ECR 

High Densify and Saturation letters. 

I assume the question refers to "ensuing" passthroughs rather than 

"ensuring" passthroughs. As noted in subpart (a), above, the reference to 

the letterhonletter differential is not specific. I employed the general 

theme, which is discussed in several places in my testimony. including 

c. 

d. 

page 25, lines 14 -16, of maintaining or increasing the absolute discounts, 
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if feasible. This is indeed the case with the letter/nonletter passthroughs, 

in addition to other passthroughs. The following passage on page 27. 

lines 1 - 5. of my testimony discusses Densify Tier discounts, and is also 

relevant to the letter/nonletter discounts: 

In summary, the proposed passthroughs ... remain sensitive to the 
rate increases for individual rate categories and preserve relevant 
rate relationships as recommended by the Commission in Docket 
No. WOOO-1. Where possible, savings to mailers using the High 
Density and Saturation tiers have been increased, without unduly 
raising the basic rates. 

Following is a comparison of the cunent lettednonletter rate differentials, 

as recommended by the Commission in R2000-1, and the rate differentials 

proposed in my testimony: 

LElTEWNONLEllER COST PASSTHROUGHS 

Bask High Densliy Seturallon - -+ 
0 OScent ' . ~. 0.7cerd 

- .  .~ 
. .  

PRC Op., 0 0.3 card 0.4 cent 

USPS 
Proposed 
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The proposed increase in absolute savings to mailers shown above and 

detailed in WP1 on Page M, Table D, is consistent with the design for 

automation, density tier, and destination entry monetary passthroughs in 

this docket. As discussed in my testimony on page 8, lines 1-6. in Docket 

No. R-97, the Postal Service proposed the elimination of a rate differential 

(Le., a zero per cent passthrough) for letters in the basic tier to facilitate 

rate design. This has been a structural part of the ECR rate design since 

that time, and as such, is incorporated into this docket. 
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VP/USPS-MI -20: 

Please confirm that: 
a. The letter-flat cost differential for ECR High Densify is 0.661 cents. If you 
do not confirm, please explain. 
b. Under your proposed rates, the ECR High Density letter rate will be 0.5 
cents lower than the ECR High Density flat rate. If you do not confirm. please 
explain. 
c. In your workpapers, LR-J-131, folder ECR PASS, page M, worktable 3, 
you identify the percentage passthrough of the ECR High Density letter-flat cost 
differential in your rates as being 82 percent. If you do not confirm, please 
explain. 
d. 
e. 
Density in Docket No. R2000-1 was 100 percent. If you do not confirm, please 
explain. 

0.5 is actually 75.6 percent of 0.661. If you do not confirm, please explain. 
The Commission’s letter-flat cost differential passthrough for ECR High 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. Confirmed. 

d. Confirmed. 

e. confirmed. The Commission’s passthrough in Docket No. R2000-1 was 

100 percent of 0.273 cent, which rounds to 0.3 cent. (Some observers 

may view lhis as a passthrough of 109.9 percent.) In the Commission’s 

model, a broad range starting from 91.6 percent would net a 0.3 cent rate 

differential. See also response to 18(d). 
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VPIuSPST31-21: 

a. 
reflect an 82.0 percent passthrough of the ECR High Density letter-flat cost 
differential, with the calculation that the actual passthrough is 75.6 percent. 
b. 
High Density letter-flat cost differential, when the current passthrough is 100 
percent. 

Please reconcile the notation in your workpapers that your proposed rates 

Please explain why you adopted a 75.6 percent passthrough of the ECR 

RESPONSE: 

a. In fact, in WP 1, Page M, Worktable E, the passthrough could range from 

69 percent to 83 percent, and the rate differential would be 0.5 cent, 

because of the rounding element. 

In this docket, as noted in my testimony on pages 25, lines 14 - 16; page 

37, lines 11 - 15; and elsewhere, emphasis was placed on measured cost 

savings - !.e., the absolute discount in monetary terms - rather than the 

passthrough percentage. Where feasible, the rate design maintains or 

increases rate differentials. For the high density letterhonletter 

differential, the amount of the passthrough was increased from O.3cent to 

0.5 cent, which represents a 66.7 percent increase in the differential. 

b. 
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VPNSPS-T31-22. 

a. Please confirm that your proposed rates pass through 106.3 percent of the 
High Density/Saturation density nonletler cost differential. If you do not confirm, 
please explain. 
b. Please confirm that, if you were to raise Saturation nonletters rates by 0.2 
cents, and decrease Saturation letters rates by 0.2 cents, the passthrwghs for 
the SaturatiodHigh Density letter cost differential, the Saturationhtlgh Density 
nonletter cost differential, and the Saturation letter/nonletter cost differential 

'would all be close to, but below, 100 percent. If you do not confirm, please- 
explain. 
c. 
percent results in rates that more nearly reflect actual costs, than having some 
passthroughs over 100 percent, and other passthroughs at nearty 60 percent? 
Please explain your answer. 
d. 
letter rates at 0.2 cents lower? If so, please explain your proposed rates. If not, 
why not? 

Would you agree that setting passthroughs at close to, yet under, 100 

Did you consider setting Saturation nonletter rates at 0.2 cents higher, and 

RESPONSE 

a. Confirmed. 

b. The passthroughs cannot be viewed as isolated inputs, because the 

Standard ECR formula is dynamic. This question presupposes that the 

rates determine the passthroughs, whereas in fact, the passthroughs are 

an element of determining the rates. There are several variables in the 

rate design formula, including the three passthroughs cited above, which 

work interactively and with other inputs in the spreadsheet model that is 

incorporated by reference into my testimony as USPS-LR-J-131. (For 

more detail on the relationship of the shape and density passthroughs, 

also see Appendix #1 of my testimony, which is a description of the ECR 
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Presort Tree.) A change in the passthroughs to increase the Saturation 

nonletter average rate by 0.2 cent and decrease the Saturation letter 

average rate by 0.2 cent would impact other rates as well as the overall 

ECR average per piece increase. In addition, this change could impact 

the projected Test Year After Rates volumes; commensurate changes in 

the passthroughs or other 'soft" inputs would have to be made to meet the 

ECR revenue requirement as set by the rat0 level witness. Passthroughs 

are only a part of rate design and they are not the onty consideration in 

setting rates. Also, they are not set independently of these other 

considerations. 

In general. 1 agree. However, the rate relationships must be taken into 

account, as well as the overall subclass revenue requirement and other 

rate design considerations, including the resulting percentage changes by 

rate cell. 

No. This would not be consistent with elements of the rate design outlined 

in the proposal overview included in my testimony (page 2. lines 8 - 15). 

c. 

d. 
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VP/USPS-T31-23: 

Please refer to USPS-LR-J-131, WP1, Page H. COST. For the mail processing 
unit costs shown there, have you or the Postal Service computed a breakdown of 
the mail processing unit cost by different entry points such as BMC, SCF. and 
DDU? If so. please explain. 

RESPONSE: 

No, the costs in USPS-LR-131, WPI, Page H do not include detail by different 

entry points. In W P l ,  mail processing and delivery savings due to dropship are 

shown on page G. and derived from USPS-LR-J-68. 
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VPNSPS-T31-24: 

Please refer to USPS-LR-J-131, WP1, Pages P and W, TYAR VOL and TYAR 
VOL CAT, respectively. For ECR pound-rated non-letters, Page P shows total 
TYAR pounds equal to 3,010.225 (col F, row 53), and Page W shows total TYAR 
pounds equal to 3,074.348 (cot G, row 22). Please explain the difference 
between the total TYAR pounds for ECR pound-rated non-letlen, and indicate 
which of the two figures is the final, correct figure. 

RESPONSE 

The worksheet WAR VOL (Page P) uses the Test Year Afler Rates volume 

forecast. The worksheet TYAR VOL CAT (Page X), applies the before rates 

volume forecast to the proposed rates. This parallels TYBR VOL CAT (Page W), 

which applies the before rates volume forecast to current rates. Both TYBR VOL 

CAT and TYAA VOL CAT feed into ECR TYBR TYAR REV (Page v), which is 

the basis for computing the average revenue per piece before and after rates. 

The total ECR pound-rated pounds are calculated correctly in both TYAR VOL 

(Page P) and (WAR VOL CAT Page x). For example, if one wishes to project 

the total TYAR pounds for ECR pound-rated non-letters, using the after rates 

volume forecast and proposed rates, N A R  VOL (Page P) would be the 

appropriate reference. 



1727 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPE TO 
INTERROGATORIES OF VAL-PAK DIRECT MARKETING SYSTEMS, INC. 

AND VAL-PAK DEALERS ASSOCIATION, INC. 

V PIU S PS-T31-25: 

Please refer to USPS-LR-J-131, WPl, page H, tab COST. For the mail 
processing unit costs shown there, have you or the Postal Service computed a 
breakdown of the mail processing unit cost by different entry points such as 
BMC, SCF, and DDU? If so, please provide those data and indicate how they 
were derived. 

RESPONSE: 

Please see response to VPIUSPS-T31-23. 
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VP/USPS-T31-26: 

Please refer to USPS-LR-J-131, WP1, pages P and W. TYAR VOL and TYAR 
VOL CAT, respectively. For ECR pound-rated nonletters, page P shows total 
TYAR pounds equal to 3.010.225 (column F, row 53) and page W shows total 
TYAR pounds equal to 3,074.348 (column F. row 22). Please explain the 
difference between the total TYAR pounds for ECR pound-rated nonletters, and 
indicate which of the two figures is the final, correct figure. 

RESPONSE: 

I assume that the question refers to the TYAR pounds in column G. row 22. 

Please see response to VP/USPS-T31-24. 
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VPIUSPS-T31-27: 

Please refer to USPS-LR-J-131, WP1, page H, tab COST. 
a. The reference for the data found in column 1 is indicated simply as 

'USPS-T43 and USPS-LR-J-59." With respect to this testimony and 
library reference, please provide precise references (e.g.. page number 
and, if to a spreadsheet, cell references) indicating where the data in 
column 1 can be found. 
The reference for the data found in column 2 is indicated simply as 
'USPS-LR-J-59." Please provide a precise reference (e.g., page number 
and, if to a spreadsheet, cell references) indicating where the data in 
column 2 can be found. 

b. 

RESPONSE 

a. See USPS-LR-J-59, Workbook LR-JB9.xls, Spreadsheet "Table l", cells 

C5, C6, C7, C8, C12, and C16. 

b. See USPS-LR-J-58, Workbook LR58ADJ.xls, Spreadsheet "Summary", 

Columns A to G, Rows 56 to 59, or USPS-LR-J-117, Workbook LR-J- 

117.xls. Spreadsheet "Table l",Columns A to G, Rows 60 to 63. 
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VP/USPS-T31-28: 
Please refer to USPS-LR-J-131, WPl, page F, tab TYBR SUM, spreadsheet 
column C, row 8. What is the source of the NECR revenues shown in the 
indicated cell? 

RESPONSE 

The source is USPS-LR-J-137, WP2, Page E. Line 27. 
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VP/USPS-T31-29: 
Please referto USPS-LR-J-131, WP1, page G, tab DROP DIS. For footnote ( l ) ,  
please provide a precise reference to USPS-LR-J-68 (e.g. page number and, if to 
a spreadsheet, cell references). 

RESPONSE: 

See USPS-LR-J-68, Workbook Appendix B.xls, Spreadsheet "RESULTS", Table 

9. cells F41, F42. and F 43 and Workbook Appendix C.xls. spreadsheet 

"RESULTS", Table 1, cells E41, E42, and E43. Dropship discounts are also 

discussed on pages 1, line 12 to 5 of witness Mayes' testimony (USPS-T-23). 
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VPNSPS-T31-30: 
Please refer to USPS-LR-J-131, WP1, page R. tab FIN S U M ,  spreadsheet 
column 8, row 10. What is the source of the NECR revenues shown in the 
indicated cell? 

RESPONSE: 

The source is USPS-LR-J-131, WP 2, Page 0, Line 31 
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VPRISPS-T[31]-31: 
a. 

b. 

c. 

For Base Year 2000 or FY 2001 to date, does the Postal Service have any 
performance data for Standard ECR mail? 
If your answer to part a is anything other than an unqualified negative, 
please provide copies of all available data. 
If your answer to part a is that no data are available, when does the Postal 
Service expect to implement data gathering that will produce performance 
data for Standard ECR Mail? 

RESPONSE: 

I assume that this question is directed specifically to me, as witness T-31, rather 

than to witness Moeller (USPS-T32) as indicated. 

a. No. 

b. Not applicable. 

c. There currently are no plans to gather nationally representative, randomly 

sampled, externally validated data. Internal systems such as Advance 

and CONFIRM may provide an indication of performance on a mailing by 

mailing basis, but are dependent upon mailer participation 
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VPRISPS-T31-32: 

Please refer to your response to VP/USPS-T31-8, part d. 
Please Drovide the cost and revenue data which you used to compute the 
implicit coverages for letters and nonletters. 
Please indicate the sources from which you obtained the cost and 
revenue data. 
Please confirm that you computed the implicit coverages by dividing each 
category's revenues by its respective costs. If you do not confirm, please 
explain. 
Do the revenue data which you used to compute your implicit coverages 
include all revenues derived from Standard ECR letters and nonletters, 
respectively? If not, please explain in full. 
Do the cost data which you used to compute your implicit coverages 
include all volume variable costs attributed to Standard ECR letters and 
nonletters, respectively, or just some portion of total costs? If just some 
portion, please list which costs and explain. 
Please assume that some of the costs attributed to letters were in fact 
caused by items whose revenues were attributed to nonletters. Would 
such a circumstance reduce whatever value implicit coverages may have 
as an "illustrative" tool? Please explain any negative answer. 

RESPONSE: 

a. The average unit cost for letters is $0.0669; the average unit cost for 

nonletters is $0.0748. The average unit revenue for letters is $0.151 1; the 

average unit revenue for nonletters is $0.1 739. 

I understand from witness Schenk that the unit cost data are in cells E l 2  

and E30 of Spreadsheet 'Table 3 in Workbook LR58AECR(revised).xls, 

which she has indicated will be filed shortly as errata to USPS-LR-J-58. 

The source for the unit revenue data for letters is USPS-LR-J-131, page 

Y, column L, row 22. The source for the unit revenue data for nonletters 

is USPS-LR-J-131, Page Y ("ECR TYBR W A R  REV"), and is the sum of 

b. 
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cells K13 to K19 divided by the sum of cells F13 to F19. It can also be 

derived from page W ( T A R  VOL CAT"). 

C. Confined. 

d. An estimate of revenue from the residual shape surcharge and fees is not 

included in this calculation. Revenue derived from fees is only 0.25 

percent of total Test Year Before Rates revenue and revenue derived 

from the residual shape surcharge is 0.04 percent of total revenue. If this 

relatively small amount of revenue were included, it would accrue primarily 

to nonletters, because only nonletters pay the residual shape surcharge, 

and fees would be apportioned by volume (nonletter volume is greater 

than letter volume). 

Redirected to witness Schenk (USPS-T-43). 

This may generally be the case, although the impact could be minimal, 

depending on the degree of misattribution. 

e. 

f. 
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VPNSPS-T31-33: 

Please refer to your response to VP/USPS-T31-15. 
a. Please define the phrase 'preserve current rate relationships" as you use 

it in response to part a of the above-referenced interrogatory. In your 
response, please indicate whether you intended the phrase to have any 
quantitative or quantifiable meaning. For instance, should the relationship 
of one rate cell to another fall within some pre-specified range? If your 
definition of "preserving current rate relationships" has quantitative 
implications, please be as explicit and precise as possible concerning 
what you intended. 
Please define the phrase "disproportionate increases" as you use it in 
response to part a of the above-referenced interrogatory. Please indicate 
whether you intend this phrase to have any quantitative interpretation or 
meaning. 
(i) Please indicate the rate cell or cells in your proposed rate design 

for Standard ECR Mail that have the highest percentage rate 
increases, and specify what those percentage rate increases are. 
Please indicate what, in your opinion, the rate cell (or cells) with the 
highest percentage increase@) should be compared to as a basis 
for judging whether the proposed increase represents a 
"disproportionate" increase. 
Regardless of how you respond to preceding part (ii), please 
comment on the appropriateness of comparing the rate cell (or 
cells) with the highest proposed percentage increase(s) to the 
average percentage increase proposed for the entire subclass as a 
basis for judging whether the highest percentage increases are 
'disproportionate." With respect to this benchmark, please indicate 
whether you perceive any threshold as indicative of 
"disproportionate." 
Regardless of how you respond to preceding part (ii), please 
comment on the appropriateness of comparing the rate cell (or 
cells) with the highest proposed percentage increases to the rate 
cell (or cells) with the lowest percentage rate change proposed for 
the entire subclass as a basis for judging whether the highest 
percentage increases are "disproportionate." With respect to this 
benchmark, please indicate whether you perceive any threshold as 
indicative of "disproportionate." 

b. 

(ii) 

(iii) 

(iv) 

RESPONSE: 
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a. Rate relationships within the Standard Mail ECR subclass are complex, 

involving links among density tiers, shape, and destination entries. The 

phrase “preserve current rate relationships” is primarily a qualitative. 

rather than quantitative, guideline, although some general quantitative 

rate relationships are inherent in the structure of ECR rates. As witness 

Moeller stated in Docket No. F2000-1: 

Some rate relationships, such as saturation being at least as 
low-priced as high-density, are relationships that should be 
maintained. Absolute relationships, in terms of cents-per-piece or 
comparable percentage increases need not be maintained, 
however. Tr. 1013972-73. 

In essence, logical rate relationships should be preserved. For instance, 

all other things being equal, items that are dropshipped closer to their 

. destination should have lower rates than those that are not. Shapes that 

are more costly to process should pay more. The relative differences may 

change based on costs and other factors. At the same time, the basic 

rate design hierarchy is preserved. 

See also response to subpart (b), below. 
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b. As noted in my testimony: 

The [ECR and NECR] proposals build on current rate design 
elements and maintain current rate relationships, while limiting individual 
cell increases to less than 10 percent. Limiting rate cell increases to less 
than 10 percent allows the rates to vary around the average cost coverage 
in a manner that reflects costs and maintains current rate relationships, 
while not disproportionately affecting any single category. (USPS-T-31, 
page 2, lines 10 to 15). 

(i) 

(ii) 

(iii) 

See USPS-LR-J-131. Page T (“SUM”) for “Percentage Change by 

Rate Cell.” 

Several factors can be considered. For instance, the cells with the 

greatest change can be compared with the average for the 

classification. These cells can also be compared to the changes 

with other rate cells to see if they are unique in their impact. 

In general, these issues are resolved on a case-by-case basis. As 

stated in subpart (ii), above, comparing the percentage increase of 

a given cell to the subclass average is one way to evaluate whether 

the cell is incurring a disproportionate increase. There is no rigid 

threshold that would be indicative of what is disproportionate, since 

such an evaluation is made on a case-by-case basis. For example, 

if the proposal includes classification changes (such as when the 

residual shape surcharge was introduced), a higher ”threshold“ 

may be appropriate. 
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(iv) As stated in subpart (ii), above, individual rate changes can be 

compared to changes in other rate cells. In general, efforts to 

temper increases for some cells will limit how low the lowest 

percentage changes can be for other cells. Also, as stated in 

subpart (iii), each evaluation should be made on a case-by-case 

basis. For example, if a long-standing misalignment of costs is 

being addressed, a change significantly different from the average 

might be more appropriate than it would be if  there were not a 

misalignment of costs. 
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- 
VPNSPS-T31-35: 

Please refer to your response to VP/USPS-T31-14, especially part d. 
a. 

b. 

c. 

From what witness did you obtain the revenue data included in your 
Table #3? 
Do the revenues reflect all revenues derived from items above and below 
the indicated breakpoints? 
Do the costs reflect all costs attributed to items above and below the 
indicated breakpoints? Please explain any answer that is not an 
unqualified affirmative. 

RESPONSE: 

a. 

b. 

C. 

The revenue data were derived from USPS-LR-J-131, WP1. page Y 

('ECR TYAR VOL REV"), column 3 for Before Rates revenue and column 

5 for After Rates revenue. 

An estimate of revenue from the residual shape surcharge and fees is not 

included in this calculation. This is a relatively insignificant amount; see 

response to USPSNP-T31-32(d). 

See response to VP/USPS-T31-32(e), redirected to witness Schenk 

(USPS-T-43). 
~ 
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VPIUSPS-T31-36: 

Please refer to your testimony, page 13, Table #3. 
a. The source note under Table #3 refers to 'Wl, page Y for Revenue." 

Please provide the precise cell references on page Y of WP1 where both 
the Before Rates and After Rates unit revenue figures shown in your 
Table #3 can be found. 
I f  the unit revenue figures shown in your Table #3 are not contained on 
page Y of WPl, please provide all data necessary to replicate the unit 
revenue figures shown in your Table #3. and cite the source for each 
datum. Specifically, for the numerator and denominator of the unit revenue 
figures in your Table #3, please provide: 

b. 

Before rates total revenues for piece-rated and pound-rated pieces 
above and below the 3.0 ounce dividing line. 
Before rates volumes for piece-rated and pound-rated pieces above 
and below the 3.0 ounce dividing line. 
Before rates total revenues for piece-rated and pound-rated pieces 
above and below the 3.5 ounce dividing line. 
Before rates volumes for piece-rated and pound-rated pieces above 
and below the 3.5 ounce dividing line. 
After rates total revenues for piece-rated and pound-rated pieces 
above and below the 3.0 ounce dividing line. 
After rates volumes for piece-rated and pound-rated pieces above 
and below the 3.0 ounce dividing line. 
After rates total revenues for piece-rated and pound-rated pieces 
above and below the 3.5 ounce dividing line. 
After rates volumes for piece-rated and pound-rated pieces above 
and below the 3.5 ounce dividing line. 

RESPONSE: 

a. The figure used for Before Rates piece-rated pieces, 0.14245, can be 

found in USPS-LR-J-131, WP1, page Y ("ECR TYBRTYAR REV"), 

column 4, line 15 (spreadsheet column I, row 23). The figure used for 

Before Rates pound-rated pieces is 0.20655, can be found in USPS-LR-J- 
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131, WP1, page Y (“ECR TYBR TYAR REV”), column 4, line 16 

(spreadsheet column I. row 24). 

The figure used for After Rates unit revenue for piece-rated pieces, 

0.15074, can be found in USPS-LR-J-131, WP1, page Y (‘ECR TYBR 

WAR REV”) column 6, line 15 (spreadsheet column L, row 23). The 

figure used for After Rates unit revenue for pound-rated pieces, 0.20887. 

can be found in USPS-LR-J-131, WP1, Page Y (‘ECR TYBR TYAR 

REV”), column 6, row 16 (Spreadsheet column L, row 24). 

Incidentally, the heading on Table #3 of my testimony, 

“Comparison of Cost Coverages for Piece-Rated vs. Pound-Rated ECR 

Nonletters“ is imprecisely labeled, as the table provides unit revenue and 

unit cost for total ECR volume, including letters. The testimony text on 

page 12. lines 7 to 11 and on page 13, lines 1 to 9 discusses comparison 

of piece-rated pieces to pound-rated pieces, which is an accurate 

description of both the intent and content of Table #3. 

b. Not applicable. 
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VPIUSPS-T31-37: 

Please refer to your testimony, page 13, Table #3. 
a. The source note under Table #3 refers to 'USPS-LR-J-59 for Estimated 

Test Year Costs." Library reference USPS-LR-J-59 contains six files, and 
each file contains a number of spreadsheets. Please provide the precise 
files, spreadsheets and cell references in USPS-LR-J-59 where both the 
piece-rated and pound-rated unit cost figures shown in your Table #3 can 
be found. 
If the unit cost figures shown in your Table #3 are not explicitly contained 
in any of the files and spreadsheets in USPS-LR-J-59, please provide all 
data necessary to replicate the unit cost figures shown in your Table #3, 
and cite the source for each datum. Specifically, for the numerator and 
denominator of the unit cost figures in your Table #3, please provide: 
(i) Total costs for piece-rated and pound-rated pieces above and 

below the 3.0 ounce dividing line. 
(ii) Volumes used to compute unit costs for piece-rated and pound- 

rated pieces above and below the 3.0 ounce dividing line. 
(iii) Total costs for piece-rated and pound-rated pieces above and 

below the 3.5 ounce dividing line. 
(iv) Volumes used to compute unit costs for piece-rated and pound- 

rated pieces above and below the 3.5 ounce dividing line. 

b. 

RESPONSE: 

a. The unit costs provided in Table #3 were provided by witness Schenk. Those 

costs, as revised, are presented in USPS-LR-J-58, Workbook 

LR58AECR~evised.xls, Spreadsheet "ECR all (detailed)", cells 625 and 

626, respectively, for piece-rated and pound-rated pieces using the 3.0 ounce 

dividing line, and cells E25 and E26, respectively. for piece-rated and pound- 

rated pieces using the 3.5 ounce dividing line. I understand from witness 

Schenk that errata to LR-J-58 containing the Workbook 
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LR58AECR-revised.xls will be filed shortly. The changes are minor and do 

not affect my conclusions. 

b. See response to subpart (a), above. 
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VPlUS PS-T31-39: 

Please refer to your response to VPNSPS-T31-8. In pari d. you indicated that 
you computed the implicit coverages for letters and nonletters "using test year 
after rates revenue and test year unit costs." 
a. 

b. 

C. 

d. 

e. 

1. 

9. 

What were (i) the amounts, and (ii) the source of the test year after rates 
("TYAR") revenues for letters and nonletters which you used to compute 
the implicit coverages in your response? 
Did you compute unit revenues to compare with unit costs, or did you 
compare total revenues with total costs for letters and nonletters, 
respectively? If you computed unit revenues to compare with unit costs, 
please answer questions c. through i. 
When computing unit revenues, please specify the volumes that you used 
for letters and nonletters, and state whether the volume which you used 
for nonletters either (i) counted and included both detached address labels 
("DALs") and the accompanying nonletter (Le.. covers or parcels), or (ii) 
omitted DALs from the volume used to compute unit revenues. 
If DALs were counted as pari of the volume used to compute unit 
revenues: 
(i) Were they counted as letters or nonletters? 
(ii) How much of the revenue was attributed to the DALs? 
In your computation of T A R  unit cost for letters, did you include any 
costs, including but not limited to city carrier and rural carrier costs, that 
were attributable to the handling of DALs? 
(i) If not, please indicate how you excluded the volumes of DALs. and 

the associated costs thereof, from the city carrier and rural carrier 
database. 
If your computation of unit costs did include any costs that were 
attributable to DALs, please explain whether in your opinion the 
revenues in the denominator of your implicit coverage calculation 
for letters is fully consistent with ihe costs used in the denominator. 
That is, i f  the revenues from DAL maiiings are never recorded as 
being from letters, why should any costs attributable to such 
mailings be distributed to and included in the unit cost of letters? 

In your computation of TYAR unit cost for letters, did the mail processing 
costs, andlor city carrier costs, and/or rural carrier costs include or exclude 
any costs from letter-shaped pieces that weighed more than 3.3 ounces? 
If your response to the preceding interrogatory is to the effect that you 
included any costs attributable to letter-shaped pieces that weighed more 
than 3.3 ounces, then please explain whether you consider the inclusion 
of such costs to be consistent with revenues in the numerator of your 

(ii) 



1746 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HOPETO 
INTERROGATORIES OF VAL-PAK DIRECT MARKETING SYSTEMS, INC. 

AND VAL-PAK DEALERS' ASSOCIATION, INC. 

implicit coverage calculation; Le., with revenues based only on letters that 
weighed less than 3.3 ounces. 
When you computed the TYAR unit cost for nonletters, did you include in 
those costs all mail processing costs, and/or all city carrier costs. and/or 
all rural carrier costs that were recorded as being attributable to the cost of 
handling DALs? 
(i) 

h. 

If so, please indicate how you estimated the volumes of DALs, and 
the associated costs thereof, in the city carrier and rural carrier 
database, and transferred those costs from letters to nonletters. 
Also, please indicate the amount of the costs of DALs that you 
transferred from letters to nonletters. 
If your computation of unit costs for nonletters did not include any 
costs that were attributable to handling of DALs, please explain 
whether in your opinion the revenues in the numerator of your 
implicit coverage calculation for nonletters is fully consistent with 
the costs used in the denominator. That is, if all revenues derived 
from DAL mailings are recorded as being from nonletters, shouldn't 
all of the costs attributable to such mailings - including the costs of 
DALs - be distributed to nonletters? 

(ii) 

I. If you consider your calculations of implicit coverages for letters and 
nonletters to contain any inconsistencies as between your revenue figure 
in the numerator and your costs in the denominator, please provide 
recomputed implicit coverages which eliminate all such inconsistencies. I f  
the data are insufficient to eliminate all such inconsistencies, please 
recompute and provide improved implicit coverages eliminating or 
reducing inconsistencies to the extent that the available data allow, and 
indicate what additional data or information you would need to develop 
implicit coverages for letters and nonletters on a fully consistent basis. 

RESPONSE: 

a. See response to VP/USPS-T31-32a. 

b. See response to VP/USPS-T31-32a. 

c. Regarding volumes, as indicated in my workpapers (USPS-LR-J-131), the 

source for the volumes used in the ECR rate design is USPS-LR-J-125. 

Regarding the counting of DALs, it is my understanding that a piece with a 
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d. 

e-h. 

I. 

detached address label (DAL) is counted as either a flat or a parcel. The 

DAL is not counted separately. 

Not applicable. 

Redirected to witness Schenk (USPS-T-43). 

I used the best available data in my calculations of implicit coverages in 

two instances: Table #3 in my testimony, and in response to VP/USPS- 

T31-8. 

The figures in Table #3 of my testimony make use of available data 

to provide the irriplicit coverages for piece-rated pieces and pound-rated 

pieces. While, a s  discussed in my testimony on page 12 in footnote 12, 

the fact that the breakpoint weight of 3.3 ounces is not clearly delineated 

in the cost data, certain assumptions are made regarding the cost and 

revenue data. I would not describe the effect of such assumptions as 

"inconsistencies." The patterns demonstrated in table #3 are remarkably 

similar, at both the 3.0 and 3.5 ounce breakpoints, which are the closest 

cost demarcations that can be used in lieu of the actual breakpoint of 3.3 

ounces. 

The figures provided in response to VPIUSPST31-8 made use of 

available data to provide the implicit coverages requested for letters and 

nonletters. The question above refers to the implicit coverages provided 

in response to that interrogatory, and presumably, by "your calculations of 
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implicit coverages for letters and nonletters” [emphasis added], the 

question posed in this interrogatory is referring solely to that interrogatory 

(Le.. VP/USPS-T314). As discussed in my response to NAA/USPS- 

T31-20, for cost purposes, some letter-shaped pieces above the 

breakpoint of 3.3 ounces may be categorized as letters, while in the 

revenue calculation, categories are defined solely by rate. My response to 

subpart (b) of VP/USPS-T31-8 cautioned that “often an analysis of implicit 

coverages requires making some simplifying assumpfions” [emphasis 

added]. In subpart (d) to VP/USPS-T31-8, in specifically discussing the 

implicit coverages requested. I stated that: 

analyses of implicit coverages may be useful under certain 
circumstances when performed with a specific iilustrative purpose. While 
some of the particular data requested here may be calculated, their value 
as an illustrative tool may be limited. 

Fortunately. the analysis I use in my testimony compares piece- 

rated pieces vs. pound-rated pieces. regardless Of shape, so it is not 

limited in this regard. Also see response to VP/USPS-T31-40, below 
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Would you agree that, when computing implicit coverages, the revenue data 
used in the numerator and the cost data used in denominator should be as fully 
consistent as possible if the Commission is to rely on such implicit coverages for 
rate design purposes? If you do not agree fully, please explain any reservations 
or disagreement that you might have concerning the desirability of such 
consistency. 

RESPONSE: 

Yes, and in the implicit coverages cited in my testimony, the numerators and 

denominators are consistent. Consistency is desirable, if possible: in any event, 

the best available data should be used. 

It should be noted that implicit coverages as described in my testimony in 

Table #3 are merely one tool in the ECR rate design. and deal with all piece- 

rated and all pound-rated pieces, regardless of shape. Because cost data are 

not available at precisely 3.3 ounces, the coverages are given at two distinct 

breakpoints: 3.0 and 3.5 ounces. The pattern in Table #3 was consistent at both 

the 3.0 and 3.5 breakpoints, which helps to illustrate that even under the 

proposed pound rate decrease, the implicit coverage of pound-rated pieces 

would still be higher than that of piece-rated pieces. It supports the proposal to 

lower the ECR pound rate to $0.598 by showing that the proposal is reasonable 

and moderate. (USPS-T-31, page 13 line 1 to page 14, line 5.) 

As noted above, my response to interrogatory VPIUSPS-T31-8 used the 

best available data for determining implicit coverages by shape and gave several 
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caveats in the response. This interrogatory appears to be highlighting the 

limitations mentioned in my response to VP/USPS-T31-8, which are not 

limitations in Table #3 of my testimony. 
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VPIUSPS-T31-41: 

In your response to VP/USPSR31-10, you stated that “Standard ECR parcels 
must bear detached address labels (DALs), which renders them ineligible for 
special services, as specified in DMM E610.9.2.” What is there about DALs 
which renders Standard ECR parcels ineligible for special services? 

RESPONSE: 

As noted in my earlier response, DMM E610.9.2 outlines the types c Standari 

Mail that are not eligible for any special services. This includes pieces mailed 

with detached address labels (DALs). as outlined in DMM A060. Given that the 

contents of ECR parcels consist of merchandise samples, the contents are 

generally not that valuable, and hence there has been no groundswell of interest 

among mailers for the provision of special services with this category of mail. 
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VPIUSPS-T31-42: 

In your response to VP/USPS-T31-12c. you stated that the ECR parcel rate 
category "is shape-based, and thus is consistent with the way the Postal Service 
sorts and delivers mail. Parcels are a separate component of the mail stream; 
thus, a rate design that recognizes ECR parcels as a separate mail stream, with 
a distinct rate, is very reasonable and logical." 
a. Please describe all differences between "the way the Postal Service sorts 

and delivers" ECR flats accompanied by DALs, and "the way the Postal 
Service sorts and delivers" ECR parcels, which are always accompanied by 
DALs. 

Please refer to the response to VP/USPS-T39-42. Would you agree that 
any unaddressed ECR flats accompanied by DALs are almost always 
handled separately from other flat-shaped mail that carriers case in DDUs? 
Please explain any disagreement. 

Please describe why ECR flats accompanied by DALs would not also 
constitute a separate component of the mailstream, similar to ECR parcels, 
which are always accompanied by DALs. 

b. 

c. 

RESPONSE: 

a. 

b. 

Redirected to witness Kingsley (USPS-T-39). 

I have no basis to conclude otherwise. 

c. Redirected to witness Kingsley (USPS-T-39). 
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VPIU S PS-T31-43: 

In your response to VP/USPS-T31-22b, you stated that "[a] change in the 
passthroughs to increase the Saturation nonletter average rate by 0.2 cent and 
decrease the Saturation letter average rate by 0.2 cent would impact other rates 
as well as the overall ECR average per piece increase." 
a. What "other rates" would such a change impact, and by how much? 
b. How would such a change affect the "overall ECR average per piece 

increase"? 
c. How would such a change affect the contribution to institutional costs from 

Standard ECR? 

RESPONSE: 

a. One can use the rate design spreadsheet to test various rate designs. In 

this instance, there are different ways to achieve the average rate 

changes mentioned in the above interrogatory. For example, one could 

change the passthroughs in USPS-LR-J-131, WPl ("ECR PASS"), 

Worktable C, cell C34, from 85 percent to 90 percent and cell E35 from 65 

percent to 95 percent. 

Since the rate design formula is designed to meet the given 

revenue requirement, regardless of the specific approach taken to achieve 

the rate relationship specified in this interrogatory, other rate changes may 

occur. The results from the new passthroughs - or any other rate design 

changes -would have to be evaluated to determine if the resulting rates 

meet specific rate design objectives. After an analysis of ECR rate 

changes, to reflect the change in the commercial ECR average revenue 

per piece, some minor adjustments would have to be made in the rate 
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design for the Nonprofit ECR subclass. (This is because the average 

revenue per piece in NECR is mandated to be as close to 60 percent as 

possible to the average revenue per piece in commercial ECR, which 

would change.) The resulting ECR and NECR rates would then have to 

be evaluated along with the proposed rates for other subclasses to 

determine if, together, they would generate volumes that meet the 

revenue requirement. 

, 

b-c. The average revenue per piece and the contribution would change 

somewhat with different rates, although the rate design formula is geared 

to meet the desired revenue requirement. The precise change would not 

be known without a revised volume forecast and cost roll-forward. 
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CHAIRMAN OMAS: Is there any additional written 

cross-examination for Witness Hope? 

(No response. ) 

CHAIRMAN OMAS: This brings us to oral cross- 

examination. Two parties have requested oral cross 

examination, including Newspaper Association of America, 

Val-Pak Directing Marketing System, Inc. and Val-Pak Dealers 

Association, Inc. 

Is there any other party who wants to cross- 

examine Witness Hope? 

(No response. ) 

CHAIRMAN OMAS: Mr. Baker, would you please begin? 

MR. BAKER: Before I do, Mr. Omas, there is a line 

of cross the Mr. Olson is prepared to do which I would 

rather follow up on. If it's all right with you, if we 

could switch the order and allow him to go first, that would 

be acceptable with me. 

CHAIRMAN OMAS: I have no problem with that. Mr. 

Olson? 

MR. OLSON: Thank you, Mr. Chairman. It's nice to 

have the Vs go first. 

CROSS-EXAMINATION 

BY MR. OLSON: 

Q Mrs. Hope, my name is William Olson, and I'm 

representing Val-Pak in these proceedings. I'd like to ask 

Heritage Reporting Corporation 
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you to begin by opening your testimony to page 4, Roman IV 

that is, your autobiographical sketch. 

A Yes. I’m there. 

Q Okay. I see that you’ve had a couple of prior 

jobs at the Postal Service prior to being an economist in 

the pricing office. One of them was marketing specialist 

and customer relations program management. When did you 

have that? 1998 through when? 

A I had that in 1998 really through a reorganization 

of that department where the job turned into program manager 

and strategic marketing, so essentially I was in that 

department from November, 1998, until I moved to the pricing 

group in March of 2001. 

Q So by virtue of the reorganization it was 

basically the same type job, but in different organizational 

structures? 

A No. It was actually a slightly different job, 

although I reported to the same person and had the same 

colleagues. We were under the same vice-president, et 

cetera. 

The first job I was hired at, customer relations 

program management, was an analytical job. For example, one 

cf my first projects was a study of the printing industry. 

I examined various customer programs and helped to analyze 

them. In strategic marketing, I was in more of a management 

Heritage Reporting Corporation 
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posit ion. 

Q Well, it says that you were involved with 

strategic marketing initiatives. 

A That’s correct. 

Q Would the printing industry be one of those? 

A No. 

Q What would examples of the strategic marketing 

initiatives you worked on include? 

A Well, there were many. For example, I worked on a 

survey of postal customer councils, or FCCs as they’re 

known, and conducted a survey of postal customer councils 

and helped to supervise the analyzing of that data. 

I also was the point person for a large scale 

research project on the National Postal Forum. 

Q What was the general purpose of those? I mean, I 

take it that wasn’t anything to do with sales, correct? Not 

necessarily sales as such, but rather marketing more 

broadly. 

Were you involved in eliciting customer 

?references about. products, for example, for the Postal 

Service ? 

A No, I wasn’t. The customer preferences that I was 

looking at were preferences with regard to the Postal Forum. 

Should it be in Denver? Should it be in Orlando? Should it 

be twice a year? Once a year? What sort of officers of the 
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Postal Service did people want to hear speaking in the 

general sessions? Issues such as that. 

Q So did any of that work involve products'that the 

Postal Service offers of any class or any type of special 

service ? 

A We were looking primarily at marketing initiatives 

that dealt with customers. The postal customer councils 

would be an example. 

Some of the sessions perhaps that were held by 

individual postal customer councils might have to do with 

issues by subclass, but I was not involved with those. 

Those decisions were made at the local level by the local 

FCC. 

Q Okay. So your work was more connected with the 

method by which customers provide input to the Postal 

Service through PCCs or through National Postal Forum, as 

opposed to the substance of their preferences on mail 

products? 

A Yes. 

Q Okay. Nonetheless, did you draw any conclusions 

or come to any views about the need to develop customer 

friendly products and to hear the customers and to try to 

m e e t  their needs? Was that at all part of what you did? 

A Well, certainly that's a goal of marketing in 

9snerai. Marketing programs should take the views of the 

Iieritage Reporting Corporation 
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customers into account. 

Q Okay. Let me ask you to take a look at your 

response to Val-Pak-T-31-7. Do you have that? 

A Yes, I do. 

Q Okay. I guess it might be good to turn to your 

testimony at pages 9 and 10 because I want to ask you some 

questions about your proposed classification change to 

require that ECR saturation and high density letters are 

automatable, which is to say they are pre-bar coded by the 

mailer and they meet other Postal Service automation 

requirements such as MERLIN. Is that a fair description of 

your proposal ? 

A Could you break your question down? I think there 

were several questions that I heard. 

Q Just give me this mail classification change 

described in a nutshell. 

A Could you hold on j u s t  a second? I think it's 

described in a nutshell on page 4 of my testimony, which 

says, "In this docket, the Postal Service proposes a 

requirement that ECR and NECR high density and saturation 

letters bear bar codes. " 

Q It is true that the requirement is not just that 

their bear bar codes, but that they meet MERLIN standards and 

are considered fclly automatable by the Postal Service. 

Isn't that true? 
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A In my answer to Val-Pak 7 I say that, "If the 

classification proposal is implemented, standard mail ECR 

high density and saturation letters will be subject to the 

verification process for automation mailings. It is my 

understanding that MERLIN is part of the verification 

process for automation mailings. If MERLIN is not 

available, automation mailings are subject to manual 

verification. 'I 

Q Okay. So these standard ECR letters would have to 

be not o n l y  bar coded, but would have to be prepared as 

other, for example, standard regular automation letters, is 

that not correct, and meet the same standards? 

A As my testimony says on page 9, line 17, "High 

density and saturation letters under this proposal would 

have to meet other Postal Service requirements for 

automation compatibility." 

The details, the proposed rule and so forth is 

currently in development by our mail preparation and 

standards group, and it's my understanding that there's a 

review process that goes along with that which lasts about a 

month, so I can't really comment on the precise automation 

requirements at this point because they're not set. My 

testimony really indicates the level to which I can discuss 

the automation compatibility. 

9 Okay. At the moment, within standard regular mail 

Heritage Reporting Corporation 
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we have a rate category called automation, correct? 

A Basic auto letter. 

Q And to qualify for that automation rate category 

the mailer has to bar code the letters and, as you put it, 

meet other Postal Service requirements for automation 

compatibility, correct? 

A And you are referring to ECR basic auto letter? 

Q No. I'm asking you about the existing standard 

regular automation rate class. 

A Oh, I'm sorry. I misunderstood your previous 

question. I thought you were talking about the ECR 

subclass. I'm actually - -  

Q Well, I was. I was then, but I've changed the 

quest ion. 

What I'm trying to get at, and I don't mean to 

make this difficult. I'm just trying to say we know what 

the Postal Service requires for standard regular letters in 

the automation rate category, and what I'm asking you I 

guess is whether you have some reasons to belie.de that the 

requirements that you're seeking to impose on standard ECR 

letters, high der-sity and saturation, whether they would be 

t he  same automation requirements or different. 

The implication from your testimony as I take it, 

if you don't mind my saying so, is that they're the same 

P2stal Service requirements. 
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A Line 17 where I discuss automation compatibility 

doesn‘t go into the details of what would be required for 

the ECR subclass. 

The mail characteristics of ECR mail versus 

standard regular mail are different, and for that reason I 

wouldn’t necessarily assume that everything would be 

identical, but, as I said earlier, I can’t comment on that 

beyond what I’ve said in my testimony because the final rule 

has riot been developed yet, or indeed the draft has not been 

finalized for circulation. 

Q Well, the Commission has faced this issue before 

when the P o s t . a l  Service has made mail classification 

proposals ana it has not had the rule written. The 

regulation very often is written after the Commission acts 

and the governors act. 

I’m trying to get some guidance from you as to 

whether you could amplify the record here as to what the 

requirements for automation compatibility will be. Do you 

think they might be higher than the requirements for 

standard regular automation letters? 

A As I had said before, I can’t really comment -~ 

n Y Okay. 

A ~~ beyond the lins that‘s in my testimony. The 

rule has not been developed. The draft has not been 

finalized. 

Heritage Reporting Corporation 
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Q Okay. But the goal, is it not, is to have the 

standard ECR saturation and high density letters prepared by 

mailers so that the Postal Service has, as I think’you said, 

the option to run those pieces over letter automation 

machinery? Is that not the goal of your classification 

propos a 1 ? 

A Yes, that‘s the goal, and Witness Kingsley 

elaborates on that, as I discuss on page 10, lines 1 through 

3, of my testimony. 

Q I appreciate the reference to the testimony, but 

I’m just trying to get an answer to this. 

The concept is that you would like the Postal 

Service to have the option to run standard ECR letters, 

saturation and high density letters; to r u n  those over 

automation just the way you run standard regular automation 

letters over letter automation, correct? 

A I’m not the operations expert, and I can’t comment 

on exactly how standard regular mail is run through 

automaticn, but certainly the goal of my proposal is to 

enhance the options that postal operations have for 

processing the mail. 

Q Right. 

A So whaz that means is that they might like to - -  

operations would like to DPS the ECR high density and 

Jaturaticn letters, so that would be the goal. It would 

Heritage Reporting Corpora+ -ion 
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save manual casing of those letters at the DDUs. 

Q And that’s the point, is it not? I mean, those 

letters could be DPS’d now, but they would have to’be bar 

coded by the Postal Service, correct? 

A Well, not necessarily. There may in fact be some 

mailers that are currently bar coding, - -  

0 Right. 

A -~ but mailers who are not currently bar coding 

would indeed be required to bar code to qualify for those 

rates. 

As I said in my testimony, if they chose not to 

use the bar codes they would be subject to the appropriate 

non-letter rate in that category or to the basic ECR letter 

rate. 

Q Right. Of course, mailers would want to try to 

qualify for the lower saturation and high density rates if 

they had adequate volumes to meet those requirements. I 

appreciate your description that this is an effort to 

enhance the Postal Service’s option to run this mail over 

letter machinery. I think that’s helpful. 

Let me move on then if you don’t have any problem 

with my characterization there of what you said 

.4 I ’ m  sorry. Which characterization? 

Q What I j u s t  said; thar the concept is to increase 

the Pcstal SerTJize‘s option to run standard ECR high density 
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and saturation letters over automation in more cases than it 

can now and easier than it can now because mailers have pre- 

bar coded the mail, and mailers have made it automation 

compatible 

A I agree with the basic thrust of your statement 

I ' m  just not sure what easier means in that sentence. 

Yes, the general thrust is certainly that the 

Postal Service wants to increase the mail processing 

options, and being able to DPS these letters makes a lot of 

sense in terms of the way the Postal Service is set up in 

operations. Witness Kingsley goes into more detail on that 

in her testimony. 

Q Are you offering any rate incentive to mailers to 

do this? It's simply the fact that they continue to pay the 

rates for the same rate categories they're in now, which is 

to say saturation and high density, correct? There's no 

rate benefit to do this. It's not an option. It's a new 

requirement, correct? 

A Well, there is benefit in the rates that I propose 

because I increase the gap between letters and non-letters 

in both the high density and saturation tiers, so the 

proposa l  does incent mailers to bar code. 

Q It does in the aggregate for ECR letters, 

saturation and high density. For mailers who - -  well, 

s:rike that. I understand your answer. I'm going to try to 

Heritage Reporting Corporation 
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move on here. 

Do you have any idea of the number or percentage 

of ECR high density and saturation letters that are already 

bar coded? You mentioned that there were some that were. 

A No. I don‘t have a figure on that. 

Q Do you have any idea of either the number or the 

percentage of ECR high density and saturation letters that 

are currently DPS’d on automation equipment? 

A No. I don‘t have a figure. 

Q If these ECR saturation and high density letters 

are not run over automation, the option the Postal Service 

has, I take it, is to sort them manually, correct? That‘s 

the way they would at a DDU handle this mail, correct? 

If you couldn’t DPS it and intermingle it or if 

you chose not to DPS it, you’d have to sort it and case it 

manually, correct? 

A Again, I‘m not the operations witness or expert, 

but I recall that Witness Kingsley in her testimony said 

something to the effect that the DDUs work closely with the 

plants, and in fact the Postal Service does apply bar codes 

on some of t h e  mail. It may be a local decision. 

Q Right. But if they don’t apply bar codes and the 
1 maiiers don’t apply bar codes and it couldn’t be DPS‘d, they 

have to case it manually, correct? 

A If there are no bar codes on the mail, it has to 
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be cased manually. 

Q Now, ECR high density and saturation letters are 

already required to be pre-sorted to line of travel, are 

they not? 

A I‘m sorry. Could you repeat the question? 

(2 Sure. The same mail that you’re proposing a 

classification change for, standard ECR letters which are 

high density and saturation, they’re already required to be 

pre-sorted to line of travel, are they not? 

A It‘s my understanding that high density and 

saturation letters have to be pre-sorted to walk sequence 

and that line of travel only applies to the basic rate. 

Q Okay. I stand corrected. Then I should say that 

ECR high density and saturation are pre-sorted to walk 

sequence, and with that you would agree with me? 

A Yes, they are pre-sorted to walk sequence. 

0 Okay. And chat walk sequenced mail, if it was 

manually sorted, manually cased, that’s a fairly efficient 

type of mail to case, is it not? 

A Are you referring to letters? 

Q Yes. 

4 What do you mean by efficient? 

Q Pieces per minute, cost per minute 

A That’s something more in terms of the details. 

It’s n o t  includes3 in my testimony. That’s something that 
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Witness Kingsley has covered in terms of, you know, relative 

efficiencies of sorting. 

Q Well, you're proposing that these pieces'be bar 

coded so the Postal Service would have the option to DPS 

them. You don't have the view that DPSing these letters 

would be less expensive, more efficient, than manual casing? 

A In a general sense they would. It would certainly 

be more efficient. I can't give you the figures on that. 

Q No. I wasn't seeking figures. Just relatively. 

A That's the point of doing it basically, and we 

would anticipate possible cost savings down the road if this 

were implemented. 

Q Other than having these letters prepared in such a 

way to give the Postal Service the option of running them on 

letter automation, which we're assuming is more efficient 

than manual casing, are there any other possible advantages 

to the Postal Service of your classification proposal? 

A Another advantage that I discuss is that mailers 

at the moment, and this is page 10, lines 11 through 16. I 

say, "Under the current system, mailers must update their 

software at least three months before the mailing. As 

Witness Kingsley, USPS-T-39, explains, carrier assignments 

change on a regular basis. Witness Kingsley describes the 

operational advantages and potential cost savings in this 

proposed change i.n her testimony." 
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Actually, I should have started up a little bit 

higher because 1 explain starting on line 8 that bar coding 

has the potential, besides decreasing handling and'sortation 

f o r  DPS mail. "In addition, bar coded pieces will allow 

automation equipment to catch carrier assignments earlier," 

so that's certainly another advantage. The mail would be 

delivered more efficiently and more accurately if the 

carrier assignments are caught earlier in the process. 

Q Okay. I do not understand this, and I wonder if 

you can just go through this one more time, as to what they 

have to do three months before and why they wouldn't have to 

do it now. Can you explain that for me again? 

A I think the detail of that is in Witness 

Kingsley's testimony, as I referred to, but the basic 

concept is that rather than having someone at a DDU go 

around and update the - -  actually, strike that. 

If I start to get into detail on that, I won't be 

able to provide you the appropriate response that you 

cieserve. You deserve the authoritative response on that, 

and t h a t  would be Witness Kingsley. 

Q That's fine, but on lines 11 and 12 you say, 

"Under the current system, mailers must update their 

scf tware  at l e a s t  three months before the mailing." 

A Y e s .  

c Are you talking about ECR high density and 

Heritage Reporting Corporation 
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saturation letters which are not bar coded? Are you talking 

about putting them in walk sequence? 

A I can't give you the precise postal term,' the 

precise acronym, but the concept is that the software has 

the carrier route addresses and assignments. Address 

changes or perhaps new addresses are introduced to the 

carrier route. That's the type of thing that's in the 

software. I honestly don't know the technical term for the 

so Et ware. 

Q Well, I don't need the technical term for the 

software. I'm jut trying to see why mailers who do not make 

their letters automation compatible would need to update 

their software three months before and how somehow that 

improves if they have to make their mail automation 

compatible. 

A Well, as I say here, "Bar coded pieces will allow 

the automation equipment to 'catch' carrier assignment 

updates earlier. " 

The det.ai1 of this again is something that Witness 

Kingsley goes into in her testimony, and I believe that she 

a l so  answered sone interrogatory responses on this, some in 

fact from yoil. Beyond the general concept of the 

classification change, the operational details are something 

that I ' m  unfortunately not the authority on 

(2 Okay. 9ut that's the answer, is it not, that the 
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automation equipment is smart, and the automation equipment, 

when it’s running bar coded pieces, knows when there has 

been a change in carrier assignment, and it takes that piece 

over automation and puts it in the right bin to the new 

carrier route? Is that not what you‘re saying? 

A I don’t know exactly what the machinery does. You 

know, I don’t know about the bins. I can’t really explain 

the operational processes, - -  

0 Okay. 

A - -  but the concept certainly is that the 

automation equipment and the bar coding will allow more 

frequent - -  will really allow more current updating than 90 

days, so there will be a vast improvement for address 

changes and for new addresses under the automation system. 

I think that‘s an advantage. YOU had asked before 

are there other advantages to my proposal. This certainly 

seems like an advantage. 

Q Okay. Good. I’m happy to get this on the record. 

I think you are adequately explaining that for my purposes, 

and I appreciate that. 

Let me get at this i s s u e  of efficiency and j u s t  

nail this down. Are you saying that you cannot today tell 

:is how much more efficient it is or how much less costly it 

is to run these letters over automation as compared to 

m a n u a l l y  hand scrting them? That’s not your function? YOU 
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A Right. I haven’t seen figures on that. 

Q Okay. YOU didn‘t ask Witness Kingsley for data 

like that before you made your proposal? 

A I have investigated to see if I could find data 

like that because I think that would certainly be useful, 

but, to the best of my knowledge, the data, the specific 

cost data for these density tiers and really to answer your 

question, that specific data from my understanding is not 

available, so I asked Witness Kingsley. 

I asked spoke with Witness Schenk. She’s the 

costing witness for ECR. I tried to dig up the figures. 

0 Did someone tell you that it is more efficient to 

and less costly t o  run these over automation equipment than 

to manually case them? 

In other words, if you said there was no data 

available and you don‘t know that of your own knowledge, did 

someone tell that to you? 

A I think what I had said was there‘s no cost data 

axrailable. In terms of general, in terms of looking at your 

question generally, certainly Witness Kingsley goes into the 

fact that, you kcow, automation is more efficient than 

mnual casing. That’s common sense really. 

3 Are you putting forth that proposition then before 

the Cammission cbat that is your testimony that it is 
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cheaper and more efficient to do it over automation than 

manually? 

A I'm saying that it is more efficient, and it 

likely is cheaper. I don't have the figures, but certainly 

down the road - -  

0 Okay. 

A - -  it is likely that that will be cheaper. I 

would have figures if I were sitting here then for the high 

density and saturation letters. 

Q So there will be an effort, you're saying, that 

you know of to collect data in the future that is not 

currently available to show these new efficiencies or the 

efficiencies of your classification change? 

A Well, assuming that this classification change 

goes through, certainly cost data will be collected. 

Q All right. Let me ask you this. In prior 

dockets, as I recall, the Postal Service has put forward one 

standard rate design witness who has done both regular and 

ECR. Is that your understanding? 

A Yes, it is. 

u A n d  in this case they split it, and you got ECR 

and Mr. Moeller got regular, correct? 

A That's correct. 

0 Okay. Did you work with Mr. Moeller on the 

praposals that you were making in your case and the 
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(202) 628-4888 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

^ ^  
A i  

23 

24 

25 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1774 

proposals he was making in his case to have some consistency 

as between ECR and regular? 

A If you turn to page 2 of my testimony, starting at 

line 16 I say that, "Rate design between the regular and 

enhanced carrier route commerciai and non-profit subclasses 

has been coordinated to assure structural consistency where 

appropriate and to maintain appropriate rate relationships. 

"An example of structural consistency between the 

two commercial subclasses is that the proposed definition 

entry discounts are identical. An example of an appropriate 

rate relationship is that the proposed ECR basic letter rate 

is slightly higher than the five digit automation letter 

rate in the regular subclass. This maintains the current 

rate relationship and encourages the use of automation by 

mailers. I' 

Q Okay. Are you aware of a proposal that Witness 

Moeller is making in this docket to offer special rate 

treatment to standard regular automation letter shaped 

pieces that are between 3.3 and 3.5 ounces? 

A I ' m  aware that there's a proposal. In terms of 

the special rate treatment, could you elaborate? 

Q Well, as I understand it, not being the expert on 

this, but I understand that the piece rates are being 

charged fsr those pieces plus a pound rate applicable to the 

weight of the piece over 3.3 ounces and under 3.5 ounces. 
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In other words, to the extent that the weight of 

the letter exceeds 3.3 ounces a pound rate is paid, and 

there's a rate developed based on those two factors. Does 

that sound right to you? 

A I certainly have studied his proposal, and the 

rr.ath may work out the same as what I recall because I know 

there are various ways with the formula of arriving at the 

rate. 

At least for me an easier way and the way that I 

recall is that for pieces between 3.3 and 3.5 ounces the 

appropriate rate, the appropriate non-letter rate, would be 

calculated, and a letter flat differential would be 

subtracted. That may work out the same in terms of the math 

as what you described. 

Q Okay. Do you have Witness Moeller's testimony 

with you? 

A No, I don't. 

Q Some of this came out in answers to 

interrogatories, I believe, but his testimony, just to give 

you one sentence, said, "The Postal Service is proposing," 

and this is at page 4 of USPS-T-32. 

"The Fostal Service is proposing that heavy 

suromation letters be eligible for letter piece rates 

combined with the pound rate f o r  pound rated flats. The 

additional weight above 3.3 ounces, but less than 3.5 
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ounces, will be charged additional postage." 

Really how that postage charge is calculated is 

not the thrust of my questions, but would you accept that 

I've accurately described Witness Moeller's testimony so 

far? 

A Yes. Subject to check, but it sounds fine. 

0 It sounds familiar? 

A it sounds familiar. I think the reason actually 

that I recalled the other way of calculating the proposed 

rate is that the letter flat differential in standard 

regular was a key reason for that proposal in standard 

regular, and the letter flat differential in ECR is much 

smaller. It's a fractional part of what we see in standard 

regular. Indeed, you know, that's what occurred to me in 

terms of setting the rate. 

Q I think you did a much better job of explaining 

the applicable rate than i did, and I defer to your 

description. I mean, you had discussions with Witness 

Moeller about this proposal, did you not? 

A Yes, I did. 

Q And aid you have discussions with any other postal 

witnesses about his proposal for standard regular? 

A I don't recall having discussions with cther 

?ostal witnesses about this. 

€ Other than postal counsel, is there anyone else at 
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the Postal Service who you recall discussing his proposal 

for standard regular automation letters, heavyweight 

letters? 

A Yes. His proposal was discussed with management, 

with Mr. Lyons, I believe with Ms. Bazzoto. 

Q And did you or they ever consider extending the 

same treatment to letter shape pieces within standard ECR 

that weigh between 3.3 and 3.5 ounces? 

A Well, I asked about that since I’m the standard 

ECR witness, and that’s when the issue of the letter flat 

differential was - -  that‘s when I realized that that was why 

the proposal only applied to standard regular. 

Q Someone told you that because of there being a 

smaller letter flat differential within ECR, that’s why 

there would be no comparable proposal f o r  standard ECR to 

Witness Moeller’s proposal for standard regular? Is that 

what you’re saying? 

A The difference in the letter flat differentials 

was discussed. I wouldn’t really characterize it as someone 

told me that. It was a discussion that we had, and it was 

in response to EL question that I had about ECR because it 

does seem like ii logical question 

In terms of being told, I think that that might be 

misinterpreted  in some way. I mean, I looked at the data 

I ‘ d  say constanrly through the rate iteration process and 
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kept an eye on that. The proposal is one that I put 

forward, although certainly it's been discussed with the 

appropriate postal management. 

0 Was it your decision not to include a comparable 

proposal for standard ECR in your testimony, or was that 

something that postal management like Mr. Lyons and Ms. 

Bazzoto decided, or maybe even Mr. Moeller? 

A Well, we certainly discussed it as a group, and I 

would characterize it as a group decision and one which I 

agree with and certainly feel comfortable with. 

Q So then if that's the case, so far you've told us 

that the reason for the decision to give disparate treatment 

to standard regular and standard ECR heavyweight letters was 

the difference in the letter flat differential between ECR 

and regular, corr-ect? You've said that? 

A That was one reason, yes. 

Q Can you tell us the rest of the reasons, the 

remainder of the reasons? 

A There may be different mail characteristics 

between standard regular and standard ECR, but I honestly 

can't recall the specifics of t h a t .  

I think the fact certainly that there are two 

separste subclasses, there are separate subclasses for a 

reason. They serve distinctly different markets. I should 

say c h e r e  are distinct market characteristics, to be a 
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little bit more precise. 

Since the classification change case and the 

decision in MC95, they have been treated as separate 

subclasses along with their respective non-profit 

categories, so I don‘t think it’s inappropriate to have a 

classification change or a proposal in one subclass that may 

not carry over to the other. I think the Postal Rate 

Commission distinguished those subclasses for a reason. 

Q Which of the mail characteristics that were 

different between standard ECR and standard regular that 

caused the Commission to create separate subclasses are you 

referring to when you say that differences in mail 

characteristics would drive a decision to offer this rate 

treatment to regular and not to ECR? 

A I think what I said was that the Commission 

recommended the split of ECR and regular due to different 

market characteristics. 

I don’t: recall if in that decision the different 

mail piece characteristics came into play or if It was m o r e  

the fact that one is more targeted than the other, for 

example. D i f f e r e n t  types of mailers might use standard 

regular as oppossd to standard enhanced carrier route, so 

it‘s quite possible that mail characteristics were part of 

the Commission’s decision, but I don‘t recall the details of 

that. 
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What I had said was, I think, that the mail 

characteristics between standard regular and ECR are 

different, and I can't cite a lot of the specifics'on that 

right here, but certainly those differences could be part of 

the reason for Witness Moeller's proposal. 

Q Were they part of the reason for your proposal not 

to include a special rate for heavyweight letters in ECR? 

A No. 

Q A second ago you said that standard regular and 

ECR were different in that I believe you said one was 

targeted. 

Wouldn't it be more accurate to say that ECR mail 

has generally been described by the Commission as 

geographically targeted, and standard regular has been 

identified as being individually targeted? 

A Yes. I think that that sounds - -  I think that's a 

valid characterization. 

Q Okay. I think you've already said that ~- you ' ve 

already made a cc,mplete answer. 

I j u s t  want to g e t  a complete list of reasons why 

this heavyweight letter treatment was excluded from ECR. We 

know that the letter flat differential being greater for 

regular than ECR was a factor, and we know that no specific 

market characteristic was a factor. Is there anything else 

that was a factor in your decision not to include it? 
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A Taking the letter flat differential situation one 

step further, which is that the letter flat differential in 

ECR is a fraction of what it is in standard regular, and 

actually I did not receive interrogatories on this, but I 

believe Witness Moeller went inco the details of that. What 

that indicates is that it would make a much smaller 

difference in the enhanced carrier route subclass. 

I think that the rate criteria of simplicity came 

into play because we really - -  my understanding is that for 

a relatively small change like that we may not propose a 

classification change. 

Q So another one of your reasons was the statutory 

requirement of simplicity of structure? 

A Was? I’m sorry. Which requirement? 

Q The statutory requirement that the Commission 

consider simplicity of structure. 

A Y e s .  

Q Anything else? 

A Not that I recall offhand. I think the letter 

f l a t  differential in itself is a compelling reason, along 

with the fact that there are t w o  separate subclasses. 

Q What I don’t understand, Ms. Hope, is let me just 

chink through Wi.tness Moeller’s proposal with you for a 

second and see If you agree. 

He had a situation where standard regular 
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heavyweight letters, although they were letter shape, they 

were too heavy to be charged letter postage rates. Isn‘t 

that correct? Those 3.3 to 3.5 ounce pieces were charged 

significantly more because they were treated as non-letters. 

A Yes. Above the break point they’re treated as 

non-letters. 

Q Okay. And so he had a situation where I suspect 

he wanted to provide mailers with an incentive to prepare 

those pieces with bar coding and meeting MERLIN standards so 

they could be run over automation and save money for the 

Postal Service, too. Isn’t that correct? 

A I don’t have a copy of the exact wording of 

Witness Moeller’s proposal and his reasons in front of me. 

I wouldn’t necessarily characterize each of those reasons as 

correct from my viewpoint, but it wasn’t my proposal. It 

was Witness Moeller’s proposal, and it’s not in my 

testimony. 

Q That’s the problem. I mean, that’s what I’m 

trying to get at, which is ~~ 

A Right. 

Q - -  why I.t’s not there because what I ’ m  trying to 

do is get you t3 draw a parallel between the problem of 

ke1.,-y:ueight letters in ECR and the problem. of heavyweight 

letters in regular-. Admittedly, his rate differential is 

rmch larger than i.t would be in ECR if the same proposal 
.. ?ex-itage Reporting Corporation 
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were adopted, but aren't you trying to get these pieces to 

be automatable? Isn't part of your proposal here? 

We just talked about heavyweight letters,' for 

example. I'm sorry. Excuse me. About high density and 

saturation ECR letters and requiring them to be automatable 

to give the Postal Service the opcion to run these on 

automation. Isn't that a good thing to prepare mail to run 

on automation? 

A Well, I fully support my proposed classification 

change, and that's what my classification change suggests 

for ECR high density and saturation letters. It would allow 

letters to be DPS'd because they're going throuyh the Postal 

Service automation equipment. 

Q Okay. Let me ask you this. Would your proposed 

new requirement f o r  standard ECR letters require that 3.3, 

3.4 and 3.5 ounce letters be bar coded and meet automation 

requirements? 

A In the rate structure, above 3.3 ounces would not 

be consider-ed a letter. 

Q So your classification change would not impose any 

new burdens on mailers of 3.3 to 3.5 ounce let-ters, correct, 

because they're not really letters? They're charged at the 

non- letter rate 

A They're letter shaped pieces, - -  

Q Letter shaped pieces. 

Heritage Reporting Corporat.ion 
(202) 628-4888 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2 0  

21 

2 2  

2 3  

24 

25 



1784 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2' 

A - -  but they're not letter rated pieces. 

Q Right. 

A And we said to qualify for the letter rate they 

would need to be bar coded at the high density and 

saturation tiers, so if they're letter shaped above 3.3 

cunces, they would not qualify for those letter rates anyway 

so it wouldn't apply. 

Q Unless you acquiesce to Mr. Moeller's idea and 

make a similar proposal for ECR. 

I'm trying to figure out why the logic does not 

carry over. Your proposal that requires standard ECR 

letters, which are high density and saturation, to be bar 

coded and be automatable you've just said does not apply to 

letter shaped pieces which are over 3.3 ounces and less than 

3.5 ounces, correct? 

A Yes, that's correct. 

Q Why not provide some incentive to mailers to 

prepare those pieces so that they can be run over 

automation, as ycmu say, to give the Postal Service the 

c p t m n  tc do it? Why not give the Postal Service the option 

tc rlcn those over automation because right now there's no 

izcentive f o r  t he  mailer to prepare the pieces in that way. 

Isr.' t that correct? 

A That proposal is not in my testimony. 

G I know. You don't see the logic? This is my last 
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question, and I say it at some risk. You don’t see the 

logic of Witness Moeller‘s proposal carrying over to ECR? 

A Well, as I said, they‘re distinct subclasses 

0 You bet. 

A They are separate subclasses, and the letter flat 

differential is much, much smaller. Witness Moeller gives 

the figures in I believe it was his answer to questions in 

his oral cross-examination. He may have in fact had 

interrogatories on that as well. 

In my opinion, the letter flat differential 

alone - -  

Q Justifies your decision to exclude it, correct? 

A It wasn’t a decision to exclude it. It was not in 

my testimony 

Q Okay. Did there ever come a time, based on your 

background of being involved with strategic marketing 

initiatives, that you sought input from mailers as to 

whether they thought it would be a good idea to offer the 

same type of rate treatment for standard ECR that Witness 

Moeller offers to standard regular? 

4 No. 

Q Okay. Let me ask you to turn to your response to 

o u r  Inrerrogatory 14. While you’re at it, if you could turn 

to page 12 of your testimony because we’ll go back and forth 

here. Do you have those? 
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A Yes, I do. 

Q Okay. In our Question 14-A, we asked you about 

your testimony at page 12 where you say that Witness 

Schenk's study suggests a lower ECR pound rate. We asked 

you to provide references, and you took exception to OUL 

characterization of your testimony. Is that correct? 

A I think in your Question 14-A you've asked, 

"Please provide references to her testimony...", referring 

to Witness Schenk, "...her study or any other document 

sponsored by Witness Schenk where she states that which you 

assert, i.e., that a lower ECR pound rate would be 

appropriate," so the question was in reference to statements 

of Witness Schenk. 

My response is that, "My testimony...", on page 

12, "...does not state what the interrogatory implies, i.e., 

that Witness Schenk states a lower pound rate would be 

appropriate. Rather, this passage of my testimony is my 

explanation of the results of her study." 

Q All right. So you took exception to our 

characterization c'f your testimony? 

A Yes, I aid. 

a Okay. L,et's go to your testimony. Would you read 

us just two lines there at the top of page 12? 

A The first three lines? 

2 Let me just look here. I guess the middle two 
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sentences. Start at the end of line 1 with the word 

wicness, if you would, please, and read those two sentences. 

A Well, since it's the beginning of the paragraph 

could I start at the beginning? 

Q Sure. 

A I say, "Multiple factors support the proposed 

pound rate reduction. Witness Schenk presents a cost study 

that provides detailed data regarding the weight/cost 

relationship of pound and piece rated pieces." 

Do you want me to keep going? 

Q Please. 

A "Witness Schenk's study provides unit cost 

estimates for each grouping by ounce increment. This 

analysis suggests that strictly on a cost basis a lower ECR 

pound rate would be appropriate." 

Q Okay. The second and third sentences of that 

paragraph begin with the words Witness Schenk, do they not? 

A Yes, they do. 

Q Okay. And then in the very next sentence, the 

Courth sentence in that paragraph, you say, "This analysis 

suggests that strictly on a cost basis a lower ECR pound 

rate would be appropriate." 

I ' m  asking you now what is the antecedent to that 

relative pronoun, if that's what it is, and I can't 

romevber, this? 
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A Yes. The antecedent is the study, which is 

Library Reference 58. 

Q Do you reference Library Reference 58 in'your 

testimony there on page 12? 

A It's not specifically referenced on page 12. It's 

referenced on page 13. 

Q So that this on page 12 references the library 

reference that's referenced on the next page? 

A Yes. It may also reference several other library 

references that Witness Schenk sponsored because, as I 

recall, some of her data in Library Reference 117 fed into 

Library Reference 58. 

Although she got some costs from Library Reference 

59, I don't believe that I needed those for the chart that's 

on page 13. 

Q Okay. (Go to page 13 and tell me where you 

reference Library Reference 58, as you just said. 

A It's in the footnote to Table 3. 

Q Was that one of the revisions? 

A Yes. 

Q Because this one I have says 5 9 .  

A Yes. That was in the December 28 errata. 

'U n Okay. So your testimony on page 12 using the word 

this referenced the library reference on page 13, which w a s  

ac tihe time you filed it the wrong number? 
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A I ’ m  just looking for an interrogatory response 

that I think covers that. Just a moment. 

Q Well, it’s a simple question. I just want to make 

sure I accurately describe what you’re saying 

A Yes. On page 13, Library Reference 59 was 

inaccurate. 

Q Okay. 

A I believe I received an interrogatory response or 

an interrogatory question fairly soon after the filing, so I 

believe it’s on the record that it was Library Reference 58 

prior to December 28. 

Q Okay. I’ll accept that. I’ll accept that. I 

didn’t have it marked on mine, but I’m sure you’re correct. 

What I‘m trying to get at is the proposal to 

decrease the ECR pound rate from the current 63.8 cents to 

your proposal of 59.8 cents and the reasons for it. I 

appreciate your beginning on page 12 reading from the top of 

the page because you say, “Multiple factors support the 

proposed pound rate reduction,” and then you reference 

Wicness Schenk, and now we know it‘s Library Reference 58 

My question is are you talking about an analysis 

that you did of the data in 58 and maybe 117, or are you 

drawing your conclusion that Schenk believes that the ECR 

p0ur.d rate is too high? Is it your analysis or her 

aiialysis? That‘s what I’m trying to get at. 
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A I believe the interrogatsry response I read in 

answer to your first 'question ~ D Z U L  :hat :overed the fact 

that Witness Schenk did not st3:e f , 3  ne her opinion. 

Witness Schenk provided data, ,which I looked at. I did not 

perform an independent ,ir.;ii].s:s. bat 1 ~ertainly iooked at 

the data. 

Q So Witness Schezk dild :zt tell :;ou that a lower 

pound rate would be appropriate, correct? 

A That's correct. : :I-. :3cf had :io discussions with 

Witness Schenk on the rates. 

Q Okay. And : - ~ + k e : ~  '. '?'~r r-r:c!::s? ~n ind ).our 

recommendation that a lower pcund rate :s appropriate 

emanates from your analysis of her Sihrar:l Reference 58 and 

perhaps 117? 

A That's correct. 

Q Okay. 

A And possibly 59. I don't recall offhand. She had 

several library references that were interrelated. 

Q I remember 58, and I remember 117. I don't 

remember 5 9 .  Do you recall what bearing that had on it? 

Development of ECR Mail Processing Saturation Savings. Does 

that sound like it's relevant? 

A Actually, it doesn't. I don't know if she took 

anything from Library Reference 59 or not. It sounds like 

she probably did not. I would say certainly 58 and 117 are 
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the main references. 

Q Fifty-nine just comes to mind because that's what 

you originally referenced in Table 37 

A I think so, yes. 

Q Okay. I think it's lust 58 and 117 from her 

testimony. If there's anything else, please let me % R O W ,  

but I think that's all she did. 

Let's focus on what information in Library 

Reference 58 or 117 that you looked at, what data )'ou looked 

at to lead you to the conclusion that the current ECR pound 

rate was too high. 

A I don't have her library reference in front of -ne 

so I can't cite the exact spreadsheet, et cetera. but she 

did a table, a table of cost by weight increment. 

Q Indeed she did. Is that the section of her 

Library Reference 58 that you're referring to in terms af 

what led you to this conclusion that the pound rate 'xas too 

high? 

A Yes, it is. 

Q Nothing in her Library Reference 58 or 117 that 

you can identify for us at the moment other than that 

distribution to weight increment? 
~ 

A That's correct. That's what I looked at. 

Q You didn't do any regression analysis? You didn't 

look at any trend lines? You didn't do any other type of 
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analysis, correct? 

A A s  I stated in my response to the interrogatory, I 

did not perform an independent analysis. 

Q Okay. Let’s go to - -  

A There may be other spreadsheets or other p a r r s  nf 

Library Reference 58 that feed into the table tha: 1 looked 

at, so I wouldn‘t say it’s necessarily thls slngle table. 

That’s what I recall as I’m sitting here because I don’t 

have the document in front of me. 

Q There’s never been a table that doesn’t feed L n t o  

another table, so I understand that, but i t  1s S c i ? r r . k ’ s  

distribution to weight increment that you locked It? 

A Yes. 

Q Let’s go to 1 4 - 8 .  ?ou were asked in 14-3. 3rd. S y  

the way, just before I get off that issue of the unit 

increments, I mean, those costs by unit increments ‘went into 

your Table No. 3 in your testimony, correct? Schenk‘s unit 

costs by weight increment. 

A Table 3 is a summary, a summary of the 3 . 3  and 3.5 

ounce dividing lines, so aggregate data was put together 

from that. I didn’t need as much detail as was in her 

table. 

Q Well, you took her table, didn’t you, and 

aggregated, as you say, above and below 3.0 ounces and above 

and below 3.5 ountzes? 
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A Does your question refer to the unit costs? 

Q Unit costs only. You didn't get unit revenues 

from Schenk, did you? 

A No. The unit revenues are from my work table, brit 

you're asking about unit costs, as : understand i t ,  ~n T a k i -  

3 .  

Q Right. 

A I had an interrogatory. Perhaps you could help :ne 

with this. There was an interrogatory question . 3 s k ; n q  icr;,,;: 

the source of the costs, and the souri-e in fact was Xi~xess 

Schenk. 

Q The unit cost. Yes. I recall it, too. 

A I actually can't find it. If :JOU know 'what :t :::. 

perhaps that would save us some time. 

Q Frankly, I didn't write it down, and 'we asked ::,z': 

more than a few interrogatories so finding it 1s not th,it 

helpful I think. 

There's absolutely no question that you 30' :,":'.>: 

unit costs from Witness Schenk that you used in Table 3 ,  

correct? 

A The costs that I received for this table I didn't 

take directly from Table 3. Witness Schenk provided the 

costs to me at these dividing lines, so i t ' s  highly likely 

that she aggregated the data that was in Table 3, but you 

don't need t h e  detail. 
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Q Not in Table 3 you don't mean, do you? 

A I'm sorry. In her - -  

Q In Library Reference 587 

A Correct. In Library Reference 58. 

Q Okay. 

A That's correct. 

Q And particularly Work Paper 1,  page ' f ,  I juess? 

That's a reference you have in Table 3. Maybe that was 

corrected, too. I've got the a1d ane. Is that the same? 

A The source of Work Paper 1, page Y, states :hat 

that's for the revenue. 

Q Oh, I'm sorry. 

A That's from my work paper. 

Q I'm sorry. I'm sorry. I stand correcred. T!12t 

is the revenue. 

A I think it said that in the ariginal. 

Q Yes. 

A That was not an errata. 

Q No. You're right. You're absolutely right. 

Let me just nail this down. Unit costs were given 

to you then not in Library Reference 58, but Witness Schenk 

computed them from her costs by weight increment in Library 

Reference 58 and gave you the numbers above and below 3.0 

and 3.5 ounces? That's what you're saying? 

A Yes, that's correct 
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Q Okay. 

A In addition, 1 be1ie.i- :here vay be 3ummar;es 3 f  

those points in the table in L i b r a r y  Reference 5 8  that 

you're referring to, but again ~ t ' s  not in front of me 

Q I understand. 

A 

Q I understand. Let's Io back t~ .where we scarred 

here, 14-8. Interrogatory 14-8. We asked you, and let me 

read you this question. 

so I'm not S U I P .  ._ 

"Aside from the mit  :Dst data presented :n :yc,c: 

Table No. 3 and the distrikuri::; ;f pieces b:; ' w e ~ 3 k . :  ::: 

Table No. 4 on pages 13 and 15 respectively, please ~r.di-.ite 

all other data, analyses, rearessions, conclusions, -r 

cetera, found in or derived from Witness Schenk sn . i i ? i : : T .  :.:.u 

rely to support your assertion that her study and 3 n a l : i s i s  

indicate that a lower ECR pound rate would be appropriate.'' 

You say, do you not, "See Tables 5-A, 5 - 8  and 3-C 

on pages 17, 18 and 19 respectively of my :estimon;;," 

correct? 

A That's correct. 

Q Okay. Let's take a look at 5-A, which is on page 

17 of your  testimony. Correct me if I ' m  wrong because I 

guess I ' m  working from the old testimony, and I ' m  sorry, but 

the footnote to Table 5 - A  on page 17 references Library 

Reference 58 again. Is that correct in the current version? 
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A Y e s .  T h a t ’ s  what ~t s a y s .  

Q Okay. So t h e  f o o t n o t e  1 3   he t a b l e  c i t e s  L i b r a r y  

R e f e r e n c e  5-58 s p o n s o r e d  by Wizr.ess Schenk,  b u t  l e t  m e  a s k  

you .  Am I c o r r e c t  i n  assuming t h a t  t h e  numbers i n  t h a t  

t a b l e  compare t h e  per:??!  OR -n ir.ne by 3 u E c e  increment  

between c u r r e n t  r a t e s  +nd crc; :sr l  r a t e s  t z r  ECR b a s i c  

l e t te rs?  I ’ m  s o r r y .  ECR b a s i c  r . g n - l e t t e r s .  

A Could you r e p e a t  your  q u e s t i o n ,  p l e a s e ?  

Q S u r e .  I’m i:>ct(:r.j i t  :?.e p e r c e n t a g e s  :hat ,are i n  

y o u r  T a b l e  5-A, and I’m :r:i:ng 1.3 ,3et at what t h e y  i r e .  My 

r e a d i n g  of your  testimc::’; :::d::~i:es ‘3 7~ r h a t  :hey ire 3 

compar ison  of  t h e  p e r c e n t a q e  change by ounce i n c r e m e n t s  from 

f o u r  t o  1 6  be tween c u r r e n t  r a t e s  and your  p roposed  r a t e s  f a r  

b a s i c .  

A T h a t ’ s  c o r r e c t .  

Q Okay. I n  o r d e r  t o  compute t h e  p e r c e n t a g e s  t h e n  in 

T a b l e  5 - A ,  what numbers d i d  you u s e  o t h e r  t h a n  c u r r e n t  r a t e s  

and your  p roposed  r a t e s ?  

A I u s e d  t h e  c u r r e n t  r a t e s ,  t h e  p roposed  r a t e s  and 

t h e  f i g u r e s  t h a t  are  i n  my E x h i b i t  USPS-31A. which a r e  t h e  

volume f i g u r e s  t h a t  I d e r i v e d  f r o m  W i t n e s s  S c h e n k ’ s  L i b r a r y  

Refe rence  5 8 ,  and r e a l l y  t h o s e  a r e  f rom f i g u r e s  t h a t  f e e d  i n  

from 1 1 7 .  

Q Okay. What I d o n ’ t  u n d e r s t a n d  t h e n  i s  a second  

ago you a g r e e d  w i t h  m e  t h a t  t h e  p e r c e n t a g e s  in t h i s  t a b l e  
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are the percentage change from current rates of your 

proposed rates. What does volume have to do with it ,when 

you're comparing rates? 

A I'd like to read from line 4 of my testimony. 

"Based on the analysis of ECR test year volume presented by 

Witness Schenk, only 0.8 percent of total ECR volume ,4111 be 

affected by this decrease at the high density percent oi 

total." Am I on the right page? 

Q You sure are. 

A Are you looking at high density? 

Q Yes. 

A Only 0.8 percent of total ECR volume ,will be 

affected by this decrease at the high density tier. 

Q Okay. I'm talking about not the narrati':e 3~ :bLe 

top of the page. I'm talking about Table 5-A. Aren't the 

percentages in Table 5-A a comparison of current rates to 

your proposed rates? 

A No. 

Q You just a moment ago said they were. You agreed 

with me I thought. 

A Actually, if I could take a ninute to look at it? 

I ' d  like to explain a little bit more clearly how I arrived 

at these figures jecause the sources that I give are 

accurate, but it was a multi-step process 

Q Well, I'm going to give you every opportunity to 

Heritage Reporting corporation 
(202) 628-4888 



l798 

answer this, believe me, but I lust want to get to this 

basic issue. Let me make it as simple as I can. For four 

ounce pieces, no destination entry, basic tier, it says 7 . 2  

percent. 

A That’ s correct. 

Q Does the 7.3 percent Le11 me, d s  I rhought 7o.d 

just agreed with me, that your r-ates are proposing an 

increase of 7.3 percent over current rates? That’s .what you 

just agreed with me, I think. 

A Yes. That’s what the cable says, Duc the 

narrative - -  you had asked me before why I used WI:::PSS 

Schenk’s volume study, and the reason is that the _able has 

certain highlights there 

Q Okay. For highlighting purposes, boldin? 

purposes, you used volumes. What does the bolding mean 

then? I don‘t see any note explaining that. I do see some 

are bolded now that I look at it. 

A If you turn to page 16 of my testirnon’f, I describe 

the tables because it is a little bit complex to look at 

them. 

“The series of tables below, Tables 5-A through 

5-C, detail the percentage change by ounce increment f o r  all 

shapes at four ounces and above at all density tiers with 

all destination entry options. The shaded areas show the 

cells where the percentage increase in the proposed rate at 
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that ounce increment is negative. 

"For example, a piece at the basic level l n a  no 

destination entry would have to weigh over ten Ounces t 3  

realize a net reduction in price. According to Witness 

Schenk, USPS-T-43, the percentage '3f ECR .Jolume that 1s :e:: 

ounces and above is prolected to be less than 0:i percect :T. 

the test year, which is very small." 

Then I go on to explain that the following charts 

illustrate how I arrived at the figures for each '35 the 

density tiers when I discuss the percentage of ECO test ::-.i:- 

volume that will be affected by 3 rate decrease. 1.. ~, . :  

case it's very small, and the shadings note the ourice 

increment and the designation entry level ,where :he r 3 t - s  

start to decrease. 

._ Y.. '~ .~. .  

I applied that figure to the volume figures t 5 d t  

are in my exhibit, which I actually also dlscuss in the 

testimony, so the source for the table, and I understand 

your quest on. The source for the table basically 1s T:J 

work paper but I use the volume for the source of the 

discussion above the table, as was explained on the prior 

page. 

Q So volumes in no way composed or played a role in 

the calculation of the percentages set out in Table 5-A? 

A That's correct. As I said on page 16, the tables 

show the percent change by ounce increment of the rate. 

Heritage Reporting Corporation 
(202) 628-4888 



1800 

Q Of the rates? 

A Right. 

Q So in order to get 7 . 3  percent, you had to do some 

division. You had to create a ratio. You had to compare 

current rates to proposed rates, did you not? 

A Yes, I did, and I did that at each ounce 

increment. 

Q Absolutely. And at each type of destination entry 

and eventually for each level of pre-sort, correct? 

A That's correct. 

Q Okay. So all I'm trying to get at is new 'de'rs 

back at what I thought you said to begin with, and I ' m  ?lad 

to clarify this, that Table 5 - A  sets out percentages, ind 

the percentages are the amount by which your proposed rates 

deviate from current rates either going up or, if there's .1 

negative sign, going down. Is that correct? 

A That's correct. 

CHAIRMAN OMAS: Mr. Olson, could I ask :,mu about 

how much longer do you have for this witness? 

MR. OLSON: Certainly not less than an hour. I'd 

rather not answer it on the other side. 

CHAIRMAN OMAS: All right. Well, I think with 

that answer why don't we take our mid-morning break for 

about ten minutes and come back at 11:lO. 

(Whereupon, a short recess was taken.) 
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CHAIRMAN OMAS: Mr. Qlson, would you like E o  

proceed? 

MR. OLSON: Thank you .  M r .  Chairman. 

BY MR. OLSON: 

Q MS.  Hope, I want :? ~z C.rck after the brp.3k he re  

right to the point we were at betzre :he break a n 3  ;;cur 

response to, just to get 2ur CearLngs again 3r my bearings, 

14-B. 

We asked you, lust L O  refresh 2ur reco1:ect:cn. 

aside from the unit cost data in Table 3 and the 

distribution by weight 13 TaC;e  4 .what =.c.her da:a, icaI;;.:o>:. 

regressions, et cetera, from Witness Schenk did :JOU re1). ‘3 

support your assertion that her study indicates a lcwer 
.~ . pound rate would be appropriate. You say see 5 - A ,  5 - 3 .  .. . ~ . .  

We’ve been dealing with 5-A, correct? 

A Yes. We’ve been dealing wltn the table. 

I‘d just like to clarify the source that I give at 

the bottom of the table. A s  I had said I think befcre :he 

break, the calculations utilize rates from Work Paper 1, as 

it says. I used Witness Schenk stated in the explanatory 

note about the table, not in preparation of the table 

itself, so I think my response probably could more 

accurately be described as page 17 through page 19, the 

discussion of the basic high density and saturation tiers. 

The tables illustrate the point on those pages. 
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Q Okay. So when 'we asked you :his question of what 

else you relied on, you said Tac:rs 5 - A ,  5 - B  and 5-C. Now 

you say not the tables, but :.le n d r r a t i ' ~ e  an pages 17, 18 

and 19. Is that what you're sa:;:ng? 

A Well, I belie.JP :.h.e y:estion was, "Please indicate 

all other data, analyses, reoressions, c=::c!usions, et 

cetera, found in or deri.:ed : r z n  iiitness Jchenk on whlch you 

rely to support your assertion rhat her study and analysis 

indicate that 'a lower EC?. couni i  rate .wouici be 

appropriate' . " 
I certainly j i  3 :-e;:; ~ . .  ... 7.C.y ..̂ .'"-e 1 ,_ ~ .> ,  Ciqures in r n : ~  

density tier analysis, .which is 3 n  pages 17 throuqh 19. The 

tables are merely part of Lhat. I realize that -he respcnse 

in that sense may be a bit confilsing. 

Q Well, it was confusing because we asked you what 

else you relied on from Schenk to lustify a conclusion that 

the ECR pound rate was too high, and you s a d  these three 

tables, which are nothing more than percent3ge rate changes, 

correct? 

A I think they're a little bit more than that 

because of the bolding that we discussed earlier and which 

is discussed in my testimony. I've highlighted where the 

rates start to change negatively by ounce increment. Those 

are highlighted in those tables for a polnt, and the point 

at each of the tiers is that the percentage volume affected 
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is very small by the rate decrease. 

In order to determine that the percentage volume 

is small, I first had to calculate which ounce increments 

would have a percentage change that was negative under the 

proposed rates. 

Q But even with the boldinq there isn't a si~gle 

thing in Table 5 - A  that deals with anything other than rate 

changes, correct? 

A That's correct, and that's why I had said earlier 

that a better response I think would have been to include 

the entire density tier analysis, which :,he explanation 

starts on page 16, and it runs through the saturation tier 

on page 19. I did in fact use Witness Schenk's :'olumes 3s 

are shown in my exhibit which accompanies my testimony. 

Q You used her volumes to see whether there was a 

significant amount of volume that would be affected by 

decreases in your proposed rates, correct? 

A That's correct. 

0 No other purpose on these pages? 

A No. 

Q And nothing in Table 5-A tells us anything about 

volumes? It's just a rate comparison of current rates to 

your proposed rates, correct? 

A It illustrates where the percentage change starts 

to go do, and I used that in the density tier analysis which 
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is included above. 

Q Okay. Well, all you did ‘was bold the rate cell 

where the first negative number ,appeared, right, in each 

row? 

A Yes, that’s true. 

Q Okay. And your reterence to Library Referesce 

LR-J-58 had nothing to do with any  of the numbers in that 

Table 5-A, correct? 

A Yes. I think I explained earlier that t h t  really 

accompanies the text which is above the table. 

Q Okay. 

A And that would apply to the other paqes 3s .well. 

so it‘s page 17, page 18 and page 19. The calculations qre 

based on the rates, and I’;.e shaded where the rates scarf zo 

run negative. Then I applied that to the volumes, and I 

discussed that in the paragraph above each table 

respectively. 

Q And insofar as it is stated to be or Librar:,, 

Reference J-58 is cited to be a source for the data in t h e  

table, that would be erroneous, correct? 

A Yes. I’ve just indicated that’s a source for the 

explanation in the paragraph above. 

Q Right. And not the table. Looking just at the 

table and not your narrative as to the volume that could be 

affected by your p-roposal, would it be fair to say that 
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there's nothing in Table 5A that provides analytlc support 

as we were asking for your proposition that a lower ECZ 

pound rate would be appropriate? 

A As I said before, the discussion on pages 17 

through 19 which really starts at the introducrion '3n C.3rie 

16 does in fact show why, it  supports ,why an ECR po:ind : ~ L ~ T _ Y  

lower than the current rate 

MR. OLSON: Mr. Chairman. Could i ask for an 

answer to this question? i keep asking a simple ,quest::-n 

and I keep getting a speech. if I coald restate the 

question, Mr. Chairman. 

BY MR. OLSON: 

Q Would you not agree that the table 5A does nc!h:::x 

more in the numbers there, the percentages there, E h a r  

compare current rates to proposed rates, and Lherefore I:: 

the numbers provides absolutely no analytical support f ~ r -  

your proposition as you say that a lower ECR pound rate 

would be appropriate? Yes or no. 

A Mr. Chairman, I'll rephrase my answer. 

The volume analysis attribution should have been 

included in the explanatory paragraph. The table itself 

does not indicate that but the entire paragraph wlth respect 

to each density here does. 

MR. OLS@N: Mr. Chairman, I'm just asking about 

the table. I think I'm entitled to get a clear answer. 
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CHAIRMAN OMAS: Would you try to direct your 

answer? 

THE WITNESS: Okay. 

MR. OLSON: Without the speech, without the 

narrative. 

THE WITNESS: Well the table IS - -  

M R .  OLSON: Thank ycu, Mr. Chairman. 

THE WITNESS: - -  part of the narrative. 

BY MR. OLSON: 

Q It's certainly the introduction to the narrati'fe, 

but you'll agree that the numbers in trhe table cr,3.~:de I:C 

analytical support whatsoever for your proposition rhat 3 

lower ECR pound rate would be appropriate. Is thls natl 

correct? 

A Yes, that's my response. 

Q Thank you. 

Let me ask you to look at Part D of that same 

interrogatory. Now we said there, "Did Wltness Schenk 

provide you with the implicit coverages shown in your Table 

3?" 

You said, "I computed the implicit coverages. The 

cost data in the table were provlded by Witness Schenk." 

Maybe that's the answer - -  

A Yes. 

Q - -  that you were searching for before that I 
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couldn't help you with. 

When you say the cost data included :n the :able 

were provided by Witness Schenk. ar-e you saying that :he 

unit cost data were provided by Witness Schenk? 

a Yes. The unir -3si !i: 3 3t ?he i . O ,  ? . : i  ' u n c ~  

dividing lines were pro..':ded by :J;r.ness Schenk. 

Q Because your develozner:: 2 f  irnp1ic:t cast 

coverages was based on a ratio of unit revenues and unit 

costs and you divided unit re':enl;;ts by : I n i t  c s s t s ,  3:d you 

not? 

a Yes, I did. 

Q Let me ask you to look at interrogatory 4 0 .  ?:I:- 

interrogatory 40. We asked :iou about the prDcess -f 

computing implicit cost coveraqes, and in the secand 

sentence of the first paragraph you say, "Consistency IS 

desirable if possible. In any event the best availabie data 

should be used. " 

Is that correct? 

A Yes. 

Q How would you define consistency in that context? 

Developing implicit cost coverages. 

A I would define it as to the greatest degree 

possible having the unit revenues and unit costs represent 

the same set of mail. 

Q Reference the same volume, in other words, 

Heritage Reportlng Corporation 
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correct? The unit revenues would apply t~ a particular 

volume of mail. The unit costs 'would apply to that exact 

same unit, volume of mail, to the extent possible, correct? 

A To the extent possible. Otherwise I think to the 

same set of mail. 

Q And in the f:rst se:>.t-::ce :,TU .3c tua l l : i  say the 

numerators and denomlnat.2rs be r?nsistent. and the numerator 

is unit revenues, correct? 

A Yes, that ' s 13r:~ect. 

Q And the denominator :s init csst, right? 

A Yes. 

Q And you to the extenL possible want those to apply 

to the same volume set. 

A I'd say the same set 3 f  mail, yes 

Q Is there a distinction between the way I said it 

and the way you said it? 

A There may be, it depends on what else you ask me. 

( Laughter 1 

Q We'll leave that open for the moment. 

Let's I take it is your view, and I think you say 

in this interrogatory response or another that you believe 

that the unit revenues and the unit costs are consistent or 

sufficiently consistent to draw conclusions from, to meet 

your standards. 

A Yes, that's correct. 
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Q N o w  is that your conclusion based on your 

analysis? Or is that a team decision at the Postal Service? 

Or were you told someone else analyzed this and the unit 

revenues and the unit costs were consistent? 

A That was my decision. I did however calk rich 

cost witnesses, or I spoke with Witness Schenk .who is 3 cost 

witness for this docket. I also conferred with Witness 

Daniel, I wanted to make sure I was on the right track, and 

I spoke with Witness Daniel as well as with Witness Schenk. 

I also consulted with Witness Moeller. 

Q Witness Moeller? 

A Yes. 

0 But it was your analysis of all those i n p u r s  f x . 1  

all those other people that the numerators and .dencrn:nacc-s 

were sufficiently consistent to be reliable for Ehe purposes 

you employ the implicit cost ratios. 

A Y e s ,  the implicit cost ratios in my Table 3 which 

I think is what you're referring to. 

A Yes, it is. 

Q Ms. Hope, I ' d  like to show you a Postal Service 

institutional response to an interrogatory, it's not one 

that was directed to you but it deals with this issue. It's 

Val-Pak/USPS-T-39-24, and I have copies for you and for 

counsel. 

~~ 

MR. OLSON: Mr. Chairman, if you'd like I could 
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mark these as Cross-Examination exhibits, but they actually 

appear elsewhere in the record so I’m not sure if  it‘s 

necessary. 

CHAIRMAN OMAS: I think we can let it go at that. 

MR. OLSON: Thank : iou.  

BY MR. OLSON: 

Q Ms. Hope, I’d like r-o ask you to take a look at 

that response, particularly Section D, where, let me give 

you a second to just get oriented to that. 

A I think I’ll need a few minutes to read rh rouan  

this. 

Q Sure. Absolutely. 

(Pause) 

CHAIRMAN OMAS: And f o r  the record, I s a i d  z h h t  it 

would be okay to proceed with this since it ‘was in, it’s 

already been made part of the record. 

MR. OLSON: I guess it’s been designated but not  

yet - -  

CHAIRMAN OMAS: Designated. 

MR. OLSON: - -  put into the ~- 

(Pause) 

MR. BAKER: Mr. Omas, while the witness is reading 

I would like to make a procedural note that I’ve been 

advised and have confirmed that yesterday when we intended 

to file a designation to written Cross and oral - -  written 
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Cross and oral Cross for Witness Moeiler, T-28, ,who appears 

tomorrow, we actually filed it for T-32 and that's xrgzg  

He's long since testified on that. 

We are at - -  I'd like to state that the request is 

intended to be for his testimony T-28, and we ire :,irr?n::;: 

trying to identify whether there are a n y  interrqat~?r:es 

that were not designated by other parties that we 'will ~r;.' 

to get in tomorrow and when he appears. 

CHAIRMAN OMAS: Thank :you. 

MR. OLSON:  Mr. Chairman, while we're doing 

housekeeping, I wanted to say c!ut 3n behaif -f A-az.::~. .'.. 

we are withdrawing our request for oral Cross-Exarnlzaticn ' . i  

Susan Mayo later this afternoon. I so advised M:- .  ?C:I:-!::.? 

and Mr. Rubin and Ms. Mayo, and will not have in:; ::-3: 

questions whatsoever for her. 

CHAIRMAN OMAS: Thank you. 

BY MR. OLSON: 

Q Can you take a look at Part D of that? L i i ~  ?e 

characterize just generally this question. 

We said "Detached address label mailings involve 

the delivery of two mail pieces, one being a flat or a 

parcel and the other being the address card for a single 

rate as though they constituted a single mail piece." 

Then in subsection D we asked to Witness Kingsley, 

if your answers t.0 Part A through C, and I ' m  not going to 
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read those, but simply we talk about whether the DAL has 

different handling than the associated mail piece. We say 

"If the answers A through C reflect any difference in 

handling, why does it make sense to treat the address card 

and the flat/parcel as a single mail piece?" 

Would you just read the Postal Service's 

institutional response to D, knowing chis is not your 

response? 

A Yes, this is not my response and I'm not the 

operations or the cost expert actually. But the response to 

D says, "The DAL and host mail piece are csnsidered ;is rl 

single piece for rate and delivery purposes but are 

considered two pieces for costinq purposes. The BAL ,and 

host pieces go together and would be incomplete ts ::a',re )ne 

without the other. 

Q Do you understand the question and the answer? 30 

you understand what we're getting at and what the Postal 

Service institutional response ls? 

A I can read them to you for the record but the 

costing of, the c3st treatment of DALs is not something that 

is in my testimony or in response to interrogatories. I ' m  

not the costing witness so I wouldn't feel comfortable golng 

into this in detail. 

Q I certainly don't want to go into the cost aspects 

of this at all in detail with you. I ' m  j u s t  asking you to 
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read that response. The line of ny questions emanates from 

your analysis and your conclusisn that the unic ccsts ,and 

unit revenues that you used to '-3rnpute your implicit rost 

coverages were sufficiently consistent to rely u p o n .  A n d  

I'm challenging your conc?usxz. That's ,what this !:ne 2 f  

Cross-Examination is all abcsL. :?st there be any surprise. 

A n d  my first questis:? ;s. now that you'.Je read 

VP/USPS-T-39-24D, the question and answer as the postal 

Service as an institution r-espocded, do you have 3n:~ reason 

to disagree with this response? Let's ask -,hat quescion. 

A With the inst::,dt:zni! response? 

Q Yes. 

A Again, I'm not the cast witness and I don't j.ncn. 

where this was derived from. I would defer answer :f :his 

to the appropriate cost witness. Certainly i'm confident :n 

the costs that were provided to me by Witness Schenk, and 

what she did in terms of D A L s  which may have, which are 

separate from the host piece, I honestly don't know. 

Q I wanted to try to shatter the confidence today, 

and I'm just asking you to tell us whether you have any 

better information than this or whether, any reason to 

believe that this answer is erroneous. 

A I am not the costing witness. I have no basis to 

comment on this. 

Q Can I also conclude from what you just said that 
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in the course of making your ana1:;sis !hat :he unit costs 

and unit revenues were suf ficienr L:,' ~=nsistent, which you 

said is important, to derrve relidble rmplicit cost ratios, 

that you didn't, at no time did the issue of costing of DAL 

mailings enter your analysis ~:r 3nTI of :he information you 

had? 

A The information :!?at : l s e d  in m y  ,work papers and 

my testimony was provided by Witness Schenk, and she has 

many library references, ~n:;. scrw '>f  'wnicn we'.ie discussed. 

There are others. Where she rzils up 'Liifferen~ Casts and 

calculates the cost f o r  ?'! s c - ? : !  :z s u k - l  I S S .  And 1 ' 3  ::~t 

prepared, I'm not the csst-nq 'witness. I don't know ,what 

this refers to and I can'c speak an behalf of Wi:ness Schenk 

for the costs that she provided to me. 

Q So when it says that the DAL and the host mail 

piece are considered two pieces for costing purposes, that's 

not the world in which you live at the Postal Service, that 

would not mean very much to :;ou, I take it? Since you're 

not d costing witness? .~ 

A I'm not a cost witness, that's correct. 

Q Let me ask you to look - -  

MR. OLSON: And Mr. Chairman, I ' d  like to present 

the witness with another interrogatory response, this time 

of Witness Harahush, to interrogatories of Val-Pak, Val- 

Pak/USPS-T-5-1. And I'd provided a copy to counsel. 
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(Pause) 

THE WITNESS: Thank you. 

MR. OLSON: I'd like to give you some time :o look 
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at that. 

Mr. Baker may have more housekeeping 

MR. BAKER: NO. 

(Pause 1 

BY MR. OLSON: 

Q Okay? 

A Yes. 

Q This question was directed to Witness Har3hush 

Do you know Witness Harahush? 

A I haven't met Witness Harahush. 

Q He does the, as best as I understand,  he 3arr:ez- 

data collection systems. I'm not sure if I'm descr;blng 

this very well. But I Cross-Examined h i m  and asked h i m  

questions about this and we directed some interrogatories. 

These  have to do with Handbook F-65 and the way that ccsts 

are recorded .  When you have a DAL mailing with another 

separate f l a t  or parcel. Actually, I think this particular 

question had more to do with the mailing sample which I 

guess would most likely be a parcel but could be a flat, as 

I understand it. But that's really not the point. 

The point is to ask you to focus on Question C. 

We asked, "What is the significance of counting the two 
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pieces separately when counting the mail for the stop? And 

this of course has to do with carrier costing. How are the 

data regarding the number of mail pieces per stop by the 

Postal Services," it looks like either our question was in 

error or the typed version was :n error there. It doesn't 

make a sentence, does it? 

But the answer is - -  Can you read the answer there 

to C into the record please? Knowing this is not your 

answer. This is Witness Harahush's answer, and you're not a 

costing witness. But if you could lust read C ints the 

record. 

A Yes. I ' m  reading the response of Val-?ak/USPS-T- 

5-1, which is not my response, as you said. 

The response C, "Each piece of mail handled b:,, the 

carrier is countered in a sampled stop in the city carrier 

test. The number of mail pieces per stop are used for Cost 

distribution purposes. " 

Q And do 'you see in Section A where it says, "Each 

of the two mail pieces will be counted at the stop," meaning 

the DAL and the accompanying mail piece? 

A Would y3u like me to read the response to A ?  

Q I just asked you if you saw that language that I 

just read. 

A When I ' m  reading the response to - -  

Q If you think I've misrepresented it go right 
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ahead, sure. 

A Well again, I'm not che costing witness. 'This : s  

not an area that I'm an expert in so I would prefer LO ro.*d 

the entire response. 

Q Please do. 

A Thank you. 

The response ~- 

Q Let me read the question first, and then 'n'e'l l  

have the whole set. 

"Does this treatment of DAL mailings" -~ 

MR. AVERNO: M r .  Chairnan, 1'3 real;\, ::>.? ~I 

object to this line of Cross. Because frankly, the ' w i ' " ' ' . ' .  i.. _.> 

has already explained that she does not know the nat::r- ~.I 

this particular testimony, the sublect macter isn': &i:- ~: 

her testimony. And all we're doing here in this exer -c i se  :~ i  

simply reading the question and reading the answer ana 

there's no substantive merit to what's belng asked. She 

doesn't know the stuff. 

MR. OLSON: Mr. Chairman, let me speak to t h ~ s  

I established a foundation for this line of 

questions when I asked Mrs. Hope to describe for me this 

consistency that she said was irnp0rtar.t in developing the 

ratio of the unit costs and unit revenues. She said there 

had to be consistency. 

I asked her if she examined whether there was a 
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consistency of using the same volumes or the same set, and 

she said yes, she did examine it. She talked to Witness 

Moeller, she talked to other witnesses of the Postal Service 

and she drew a conclusion. The conclusion was the unit 

revenues and the unit costs 'were sufficiently consistent z r ~  

be able to develop her implicit Cast coverages on rhic.!~ she 

relies in recommending a decrease in the ECR pound rate. 

So she has made an analysis. I'm challenging that 

analysis. I believe these responses show the Post3i Ser-iice 

disagrees with, or has put in evidence that demonstrates 

that her conclusion that the ZCSL data is consistent 1s 

false. I think I ' m  entitled to do that. 

CHAIRMAN OMAS: Okay. I'll allow you to zont:nue. 

Mr. Olson. 

MR. OLSON: It's not goinq to be that much lonqer. 

BY M R .  OLSON: 

Q Really my point, M s .  Hope, is not to ask you 

costing questions, it's to see if  you looked at this 

problem, whether you understand there's a problem now, you 

may not, you may not care to, but that's the thrust of my 

quest ion 

So let me just ask you to - -  I'll read A and you 

can read the answer to A. 

"Does this treatment of DAL mailings apply" - -  

excuse me. 
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"Does this treatment of DAL mailings only ,3pply to 

saturation mailings? I f  so. how .are DAL mailings which .>re 

not saturation mailings recorded?" 

A The response to A ,  "In city carrier costs if a 

mailing has a DAL acccmpanyi?q 3rcther mail piece, each  ':f 

the two mail pieces .xi11 be ::n::ted dt :!le stap, but .::L., 

one saturation mailing .will be :ecgrded .when -he sat'urat:on 

mailings are counted. " 

Q With respect t 3  :he linquage, "each ~f the : .wc  

mail pieces will be counted 3t :he stop". 30 y c u  see :icx 

that - -  If you can draw ~ h : s  ::::::usion. : f  ;.TU : . I R ' : ,  : . ' :  .. 

fine. But do you see how that's consistent with the IZS '+L 

to C, that each piece of mail handled by the carrier 1s 

counted at a sample stop? 

If you don't know, that's fine. 

A I ' d  really prefer not to comment an this. 1 ' 3  ::OL 

the costing witness. And I depended on Witness Scnenk's 

costs. I am not the expert on how she developed her Z ~ S T S .  

Q So if Witness Schenk's unit costs 'were wrong, 

let's lust assume that for just a nioment, then would your - -  

Is it not true that your implicit cost coverages that you 

develop in Table 3 would be wrong to the degree her unit 

costs were wrong? 

A I have no basis on which to think that her unit 

costs were wrong. We're talking here about different 
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costing studies and handbooks. : am not aware of which 

specific inputs Witness Schenk a s 4  in her costs. I know 

that she did follow the Techodc1,.Tqy employed in previous 

dockets for costing and I conf:r-ed this in fact with 

Witness Daniel who was :E? -:::sr dztness :n the prior docket, 

R-2000.1. So I have ,.aDso:-:-:':' ::A basis ' 3  rh1r.k :hat there 

is anything wrong with Xit::ess S:!;enk's c 3 s t s .  

Q Okay, I underscand :hat, but that's not what I 

asked you. Let me ask :'~u ~ , ~ ~ ~ ~ : ; .  

I ' m  asking you :a m a k c  32 assumption, not gi':e 

testimony on this poin~, h: :'.is* Take i n  issump~isn rh3t 

the unit cost data that 'were 3i':sn to you  'were erroneous. 

And that they overstated the ' . i f i i C  costs rf letters, and : hey  

understated the unit cssts 'of ncn-letters. That's an 

assumption I'm asking you to make. 

Do you have that assumption in mind? 

A Could you repeat it please? 

Q Sure. 

I'm aski.nq you to assume that the unit cost data 

that you were given are erroneous. They're erroneous in 

this respect. Unit costs of letters are overstated and 

correspondingly, unit costs of non-1.etters are understated. 

That's an assumption 

Do you have that assumption in mind? 

A Yes, I understand the assumption. 
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Q To the extent that those unit costs are erroneous, 

as you put them into your formula to develop Table 3 3n page 

13 of your testimony, is it not true that the implicit zest 

coverages that you calculate would also be erroneous to the 

degree the input of unit costs &as erroneous? 

A No, I don't believe that dould be the case. Yy 

Table 3, as the heading indicates, says comparison ~t CCR 

cost coverages for piece rate pieces versus pound rated 

pieces. 

My Table 3 does not gi've cost or revenue ht.3 2: 

shape 

and I 

Q 

So we're looking at piece and pound rated piece:;, 

d by my Table 3. 

So it wouldn't bother you if - -  Well, let Tie isr. 

it a little different way. Let's go with your table 'dhich 

has to do with above and below 3.0 ounces and above o r  below 

3.5 ounces. And you would get the costs for those groupings 

mailed by Witness Schenk. 

I'm asking you to assume now, a slightly different 

assumption, that she has understated the unit costs of 

handling pieces over three ounces, and overstated the cost 

of handling pieces under three ounces. These are non- 

letters we're dealing with here. 

Let's just say, the table only has to do with ECR 

non-letters, correct? 
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A No, the table has to do with piece rated pieces 

versus pound rated pieces as it says in the heading. 

Q But does it deal with ECR letters or ECR non- 

letters? Doesn't the heading say for ECR non-letters? 

A There was an errata flied an - -  

Q Oh, I'm sorry. 

A - -  December 28th wlth 3 revised heading. 

Q Okay. 

A I had an interrogatory response dbout :Faat 

earlier, but we filed on December 28th. 

Q So when you deal wrth p:eces rhat 3re '.ir7.:3?r i : : i  

over 3.0 ounces are you deallng with letters and f l a t s  

mixed? Is that what you're saying? 

(Pause) 

A I'm comparing the cost coverages at the 3 . 3  and 

3.5 ounce dividing line. 

The purpose of - -  

Q Is it - -  

A It would help to explain the purpose of my cable 

Q Let me just ask this one question 

Is it for letters and flats combined? Or just 

letters, or just non-letters? 

A It's for piece rated pieces versus pound rated 

pieces. So the question of shape is not relevant 

Q so it's piece - -  When you have a piece rated piece 
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it's a non-letter by definition, is it not? I ' m  soi~r:;. : 

guess a piece rated piece could be 3. letter or <i - .  

Let me ask you rat her^ than me testifying. 

(Laughter) 

Q More. 

( Laughter 1 

Q We talk about under and Over 3.0 ounces +rid '+.e 

have a unit cost and a unit revenue. Are those for Letter 

shaped or non-letter? Or both? 

A They're combined. The Issue of shape isn': 

relevant in my table. Because : 'n illust rat :ng '-'{ i : - - " - ~ . - -  ._..> . .  

for lowering the pound rate so I looked at piece ' ~ e r s ' ~ ~  

pound rated pieces to illustrate that with Lkese :~pii-::. 

coverages that the pound rate can be effecti:.ei:; : - . X . Y : ~ L :  

without jeopardizing even the current relationsnip. 

Q Okay, then that will work if you say i s ' s  

combined. Letters plus non-letters. 

I'm asking you to assume that che ir:fsr--.-it:.::i :;::: 

got from Witness Schenk overestimates the unit costs 3f 

light weight pieces under three ounces and overestimates the 

unit costs of heavy weight pieces over three ounces, and 

you're saying it nakes no difference to you in t h i s  table 

three if you had erroneous data coming in from Witness 

Schenk? I think that's what you said. 

A I think I said I stand by this Table 3, both my - -  
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the revenue and the cost. 

Q I’m asking you to make 3n assumption. 

A Certainly if the cost figures changed, the 

implicit coverages would change. But I have no basis for 

thinking I should change them when I’m looking at che ploce 

rated pieces versus the pound rated pieces. 

Q I understand, but 1’.~e tried to develop a line of 

questions having to do with why they‘re wrong at a costing 

level and you said that wasn’c your area. You were :ak:nq 

what Witness Schenk gave you and assuming it to be rrue. Is 

that not correct? 

A Witness Schenk is the cost .witness for r h e  CC? 

subclass, yes. 

Q I know she’s the costing witness for the SC? 

subclass - -  

A Yes, I used her data. Yes. 

Q And you assumed them to be crue. 

A Yes, I do. 

Q And if they misstated unit costs in the way that 

I’ve described, they overstated the cost of the lightweight 

pieces and understated the cost of the heavyweight pieces, 

then your implicit cost coverages that you calculate would 

be wrong, would they not? 

A Certainly if Witness Schenk’s costs change, my 

Coverages would change. Yes. 
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Q That's all I need io hear. 

Let me give :JOU .,ne Last response. This IS 3 

response of Witness Harahush to 'Jal-?ak/USPS-T-i-a. I hjve 

copies. 

A Thank you. 

(Pause) 

MR. OLSON:  Mercituil:., chis is a one pager. - ' 

you could take a look at. that, I ' d  like to give you all the 

time you need. 

[Pause) 

BY MR. OLSON: 

Q Ready? 

A Yes. 

Q Question B of :hat interrooatory, knowin-j :!ILL: i s  

not your response, knowing this is the response of Wirness 

Harahush, recognizing this is a costing issue, you're nor 3 

costing witness. 

The question w a s ,  "Unless your answer tz P 2 r ~  A 1s 

an unqualified negative, would the DALs be recor-ded as 

letter shaped or flat shaped pieces," and I think I can say 

in the carrier cost system. This is DALs which accompany 

non-letter shaped pieces and we asked Witness Harahush who 

knows these things, "Would the DALs be recorded as letter 

shaped or flat shaped in their costing system." 

Could you read the response to B? 
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MR. AVERNO: I'm sorr:,', Yr. Chairman. I don't 

believe the question asked .wht.t?-r :>r not :he  mailing was a 

non-ietter as Mr. Olson's : - e p r - s ~ n t e d ,  '.miess :'m missing it 

here. It just simply says "In ECR saturation mailing" which 

can be a letter or a non-i-rt-:. 

MR. OLSON: : t i  :!e ::CY.:   ne it  says "flat shaped 

wraps". Would that be ~F.J';.' 

MR. AVERNO: 411 rijht. 

CHAIRMAN OMAS: :!:a:;? :;Yu. 

MR. OLSON: Per~haps : snould have said flat 

instead of non-letter. 

THE WITNESS: Are ;,'O!.I ?oina to read the -juest:on 

first? 

MR. OLSON: 1 did, but I ' l l  13 I: .aaain. 

BY MR. OLSON: 

Q "Unless your answer to Part A is an unqualified 

negative, would the DALs be recorded as letter shaped or 

flat shaped pieces?" 

A The answer which, as you pointed out, IS not my 

answer and I'm not. the costing witness, to VP, Val-Pak/USPS- 

T-5-8, Part B. "Almost invariably the DAL would be counted 

as a letter in the city carrier system. In the rural 

carrier cost system almost invariably the DAL would be 

counted either as an other letter or a boxholder, depending 

on the address format on the DAL." 
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Q Let's just focus on the first sentence. "Almost 

invariably the DAL would be counted as a letter in the clty 

carrier system. " 

You're not a cost witness, you're not responsible 

to know detailed information about costing. 

Do you have any knowledge or reason to believe 

that that statement, the first sentence there, is untrue? 

A I have no basis for commenting on that. I ' m  not 

the witness - -  

Q One way or the other? 

A - -  and I don't know how this necessaril:: f i - 4 ~  

into Witness Schenk's cost that I used that had been used In 

previous dockets. Her methodology was used by Witness 

Daniel in R-2000 and in prior dockets. 

Q It was used since the creation of - -  Well, It 

wasn't used in MC-95-1, correct? Because we didn't !ia,v,e 

actual data the first time the ECR was created, but it 'was 

certainly used in R-97-1 and R-2000-1. this ,approach, 

correct? 

A The approach that Witness Schenk used, the costing 

approach that Witness Schenk used was used in R-2000 and I 

believe in the prior docket as well, R-97. 

Q R-97-1, yes 

A The ECR subclass was actually created out of MC- 

95. 
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Q Exactly. And if it was 'wrong in R-97-1 and wrong 

in R-2000-1 and not discovered, :hen .what we're 'going to try 

to do is get at this in R-2001-1 .3nd ask you this question 

Do you draw, can you draw any conclusions, because 

you did look at unit costs at !east to the point vhere you 

realized that Witness Schenk 'was :-i?ht, and i f  the ,~nswer is 

no that's fine, but almost lnvari~bly the 3AL would be 

counted as a letter in the city carrier system. 

Does that present any problem tz : iou? Does chat 

cause you to have a red flag go up and say gee, maybe 

there's a problem here? 

A I have no basis to comment on that. 

Q Okay. 

If I were to ask you to assume that che ccsts af 

handling non-letters which are associated with DALs, we're 

trying to get all the costs of the wrap and the DAL into the 

non-letter costing, and we just found out that the DAL was 

considered a letter. That wouldn't be something :?ou would 

be able to analyze for us? It wouldn't be problematic? 

A Could you repeat the question please? 

Q If I were to suggest to you that - -  All this goes 

back to the consistency between unit revenues and unit 

costs. And if  yo'^ have a non-letter mailing with a DAL and 

a l l  the revenues (af that mailing in your unit revenue input 

that you developed-in your work paper, all the revenues go 
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to non-letters, but some of the cost of that rnaiiinq, .which  

is to say the handling of the DAL 30es to ?et:ers is ;cposed 

to non-letters, don't we have ,3n inconsistency Seczieen a n i :  

costs and unit revenues? 

A I don't know how this response feeds :E:S 'di:?.?ss 

Schenk's costing. 

Q Do you know if  in the ?PW system rile re'.'er:ue 

associated with detached address label mailings is c:editeci 

to non-letters? 

A Could you repeat the ,question please? 

Q I'm going to the issue 2f h o w  xuch ;.TU . : : : :A 1:- . '  

the RPW system and how it's - -  

A Very little. 

Q The rest of us are with you. 3uc : 'wanr_ c ~ :  .:e&. 

how the RPW system treats a mailing, standard ECF! ~a11: : iq  7 :  

non-letters which have accompanying @ALs 

A I don't know. 

Q You don't know where the revenues Are zred:-r,.i: 

Whether they're credited to non-letters or to letters? 

A I don't know 

Q Okay. 

When you worked with your, was it Library 

Reference 131, your workpapers? 131? 

A Yes. 

Q When you developed your unit revenues, you did it 
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in that work paper, correct? 

A Yes, that's correct. 

Q And you used standard ECR volumes to develop those 

unit revenues, correct? 

A Yes, I used the billin9 determinants. 

0 Do you know from the billing determinants Jr 3 ~ 7  

other source, how many detached address label m a i l i n q s  .3re 

sent annually within the ECR subclass? 

A No, I don't. 

Q Do you have any idea of the order of magnitude! 

Whether we're talking about millions or billions >r Tar;':' 

billions? If you don't know, that's fine. I'm lust 

curious. 

A I don '  t know. 

Q Let me ask you ~~ 

A I would say - -  Excuse me. 

Q Yes. 

A We would be able to arrive at at least ,3 ninim~m 

figure because ECR parcels are required to be shipped 'w i th  

DALs . 

Q So we absolutely know that - -  

A So we aklsolutely know that the ECR parcels are 

shipped with DALs. 

Q And we don't know how many ECR flats there are 

from anything you've seen, I take it? 
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A That’s correct. 

Q ECR flats with SALS 

A Yes. That’s what i rhought you meant. 

Q The problem with the record is that later we ma:/ 

not remember. 

Let me ask :;ou 7 0  iqree ‘with ne 3nd accept sub.*‘.- , ~ . . -  

to check that RPW data ,are ‘useu 13 distribute the costs > t  

letters to weight increment. That the RPW volumes are used 

to allocate the costs , . ~ f  :er:ers r 3  ‘dei3r.t ~ncrements. 7 i r .  

you accept that for a moment? 

A No, I can’t. 

Q Is that false? 

A I don’t know i f  ~ t ’ s  false, but I recall :?. -.,‘ 

discussions with Witness Schenk chat she -sed zke : : :-?z,.;s’ :  

costing system, IOCS, at least for part 3 €  .what she A i c i .  : 

don’t know how that relates to the other. 

Q Would you agree that the average weight of EC2 

non-letters is greater than the average ,weight O E  EC? 

letters? 

A In aggregate, yes. 

Q I don‘t mean in aggregate, I mean average 

A Yes, I’d agree with that. 

Q Let me ask you to turn to your response to 39 

Specifically Part I at the end, the last section. 

(Pause) 
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Q Specifically in the middle s t  :he second paragraph 

you say "Certain assumptions are -3de regarding the cost and 

revenue data." Do you set. tha: =hr3se? 

A No, if you could ;ust me a minute. 

Q Sure. 

( Pause) 

A I'm sorry, whic-n p n r i s -  'were y c u  referring to? 

Q Fifth line down 111 the second paragraph. "Certain 

assumptions are made r e , ~ 3 r 3 i : - ~ , ~  .:;st 3nd re'ienue ,data. " Do 

you see that? 

A Yes, I see :k.~jr 

Q This is in the c 3 n t e x c  If :ic:i sal'ina you used the 

best available data to l e v e h p  :,'our implicit roveraaes, 

correct? 

A I believe that this interrogator{, Val-Pak T-31-39 

refers to the implicit coverages I provided in response to 

Val-Pak 8 which requested them by shape. I can sit here and 

read through it - -  

Q You referenced Table 3 in I at the beginning. You 

say b o t h  Table 3 and response to Val-Pak 8. 

A Yes, and then I go on to say the figures in Table 

3 in my testimony make use of available data to provide the 

implicit coverages f o r  piece rated and pound rated pieces. 

So again, my testimony looks at the rates, the 

piece rates versus the pound rates. Table 3 does not 
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reflect the shape. 

Q Correct. But you say certain assumptions are made 

regarding the cost and revenue data, and what I don't know 

is what those assumptions are. Could you itemize those for 

us? 

(Pause) 

A Yes, I say in my testimony I had to use the 3 . 3  

and 3.5 ounce dividing lines because we don't have the 

information available at the precise break point which LS 

3.3 ounces. 

. .  - ,  So I had to use the .assumptian that ei:!ier ! .  ~ .:, 

a break point or 3 . 5 .  And that's basically a sirnplif:/:nq 

assumption. Obviously in an ideal wor-ld we would have the 

data available at the precise break point €or "j. :kart, 5,:: 

that data is not available. 

Q Okay. 

A This actually updates a chart that was done In P.- 

2000 for piece rate and pound rate pieces. And aaaln, L C  

illustrated that the coverage of pound rated pieces, 

regardless of shape, is higher than for piece rated pieces. 

Q I remember this from the last time. 

Go down another sentence. You said, "The patterns 

demonstrated in Table 3 are remarkably similar, but at the 

3.0 and 3.5 ounce break points." 

You use that, do you not, to give yourself 
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confidence in the quality of the implicit coverage numbers 

you generate in that table? 

A Yes, I think that it certainiy shows that .when 1 

use 3.0 or 3.5, because the patterns are similar, 3.3 is in 

the middle. It’s between 3.: 3rj  ?.i. So :t shows me that 

even if we had the ideal data, :he pattern ‘would not be 

materially different. 

Q However, if you, going back to my earlier Cross 

Examination here. If we ‘were to demonstrate  hat there is a 

systematic over-attribution o t  cgsts L O  letters ;Ind ander- 

attribution of costs to non-letters, ind therefore si?.-- 

you’ve agreed with me that non-letters have a higher 3vrr2ge 

weight than letters, would it not be true that :hers wou!d 

be a systematic under-attribution to heavier ‘wei2nt ~itces 

and pieces which would be pieces over the 3.0 break point or 

pieces over the 3.5 ounce break poinc? 

A I think you may have asked two questions. Zoula 

you break it down? 

Q Before I was trying to show you how in the 

costing, the cost of detached address labels are actually 

charged to letters, and they have nothing to do with 

letters. Letters didn’t send the detached address labels, 

non-letters did. 

So I’m asking you to assume that there’s a costing 

flaw in what you were given. It‘s not your fault, but it’s 
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been around for awhile, but there's a costing t!aw 

So you draw some conclusions here abouc 

remarkable similarity of your inalysis above .and S e k w  ? . ' I  

ounces and 3.5 ounces and you use that to show a pattern ind 

to give yourself confidence :hat ;,'ou have 3 c c : : m t ~  : r p l i . - : :  

coverages, correct? 

A I believe I say in ~y restimony and ilsc 1:: chis 

response that some assumptions are made. The accurate 

coverage would be at the 3.3 sunce break pain:. : icn'.. 

have that, but I have it at tne 3.0 and che 2.5 ~un~": :>z'>~iv: 

points. 

Q And the fact that this remarkable simi??.riz.: 

occurs above and below 3.0 and 3.5 leads you ta -Joncl::'i- 

that at the break point it's probably quite similar *:.:? 

correct? 

A That's ,correct. 

Q I'm asking you to assume that there 1s ,3 

systematic over-attribution of costs of letcers. wn:c!> :i' : 3 

say lighter weight pieces, did you not agree >with me that 

letters on average weigh less than non-letters in ECR? 

A Yes, I agreed with you. 

0 I ' m  ask.ing you to assume there's a systematic 

over-attribution of the cost of lightweight pieces and 

under-estimation, systematic under-estimation of the cost of 

heavy weight pieces. If so, you would have a remarkably 
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similar pattern, but it wouldn’t tell you anything 

meaningful about the proper pound rates that you should 

recommend. Isn’t that true? 

A As I said before, if Witness Schenk’s costs 

changed, my implicit coverages could change. I don’t know 

if they would change materially or  not. But my chart deals 

with piece and pound rated pieces. 

Q If you, if there were a systematic over- 

attribution of costs to letters and letters were lighter 

weight, would that not mean there was a systematic over- 

attribution of costs to lighter weight pieces? 

A Yes. i f  - -  I believe it would. Could you repeat 

that though just so I’m sure of what I said? 

Q I don’t blame you. 

The - -  If there were systematic over-attribution 

of costs to letters, which are on average lighter than non- 

letters, isn’t it true there would be a systematic over- 

attribution of costs to lighter weight pieces in Table 3? 

A It depends on which costs we’re talking about. If 

yoc’re referring to the costs that I read earlier, I don’t 

know how that feeds into Witness Schenk‘s. 

Q I ‘ m  askiEg you to assume that Witness Schenk’s 

, ~ - 3 n g .  ... Tt’s ac assumption. You don’t have to agree with 

_ .  II 

A Well certainly if Witness Schenk’s costs changed 
.. aeritage Reporting Corporation 
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my implicit coverages would changes. They would change one 

way or the other depending in which direction here costs 

changed. 

Q I think this is a self-evident proposition, not 

tricky. If the cost of letters which are lighter weight on 

average is excessive, costs are over-attributed letters, and 

the costs correspondingiy of flats are under-attributed, 

doesn‘t that mean that when you do this over and under 3.5 

ounce piece that you have systematically over-attributed 

costs to iightweight pieces and under-attributed costs to 

heavyweight pieces, and I think you agreed with me a minute 

ago. 

(Pause) 

A I think it depends on the degree of change if the 

c 3 s t s  were to change and how that affected piece and pound 

rated pieces. 

0 Isn’t it true that it doesn’t depend on the degree 

to .which there’s a change? I f  there’s any change. If there 

is a systematic over-attribution of costs t o  letters, 

letters are on average lighter, that there’s a systematic 

C - J e r - a t t r i b u t i o n  of c o s t s  t o  lightweight pieces in your 

L&Le. It doesn’c matter what degree. To the extent Lhere 

is in over-attribution of costs to letters, there is a 

s:..ster?atic over-attribution of costs to lightweight pieces, 

c r? 1.r e c t ? 

e. 
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A Well, I can't agree to that. 

Q Because? 

A Because if there were a misattribution it: would 

depend on the size of the misattribution, on the - -  It would 

depend on what was misattributed, how that fed into the 

costs here. It's a question of degree. 

I found in dealing with my work papers that -~ 

Q Let me rephrase it. This - -  

MR. OLSON: Mr. Chairman, this is my last try. 

BY MR. OLSON: 

Q If the amount of the over-attribution to letters 

was this big ~- I'm holding up my fingers one inch apart. 

And you agreed with me, the letters are lighter than non- 

letters. Then isn't it true that the costs would he over- 

attributed systematically to lighter weight pieces and 

underattributed to heavyweight pieces by this much. It's 

not a macter ot degree. If I held my fingers this far 

apart, it would still be true. If I held them really close 

together it would still be true, right? 

A As I wa.s about to say before, I found in working 

with some models that the size of volume that I deal with, 

.&' n,ch < is in the hillions, means that a lot depends on 

rnundizg and on rhe ~- 1 don't know. I mean - 

Q If there were six billion DALs in the standard ECR 

system, and t h o s ~  six billion DALs had half of the cost of 
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handling the DALs went to letters, we‘re not talking about 

something that disappears in the rounding, are we? 

A N o ,  but I have no reason - -  It would depend on t h e  

materiality of the change that you’re talking about. 

Q This big. 

A I don’t know if that’s big or small. 

Q I don’t care - -  

A I just don’t know. 

Q You can make it any size you want. 

MR. OLSON: Mr. Chairman, you‘re right. I did say 

that was going to be my last try. 

(Laughter 1 

BY MR. OLSON: 

Q Let me ask you to turn to 18A. 

CHAIRMAN OMAS: Thank you, Mr. Olson. 

MR. OLSON: Mr. Chairman, I’m going to work 

assiduously to try to get through mine in say 15 or 20 

minutes if the Ccmmission is indulgent this morning, as it 

always is. 

C3AIRMPN OMAS: I would prefer to go on if it’s 

15, 20 minutes, then we’ll take a break for lunch, then Ms. 

Baker we’ll come back wiLh you. 

MR. OXON: Thank you. 

BY MR. OLSON: 

r- v Ms. Iiope, I hope you can cooperate with me to geL 
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through this. I ’ m  going to do this as quick as I can. 

Do you have 18A there? 

A Yes, I do. 

Q Would you confirm that the letter flat cost 

differential of ECR saturation is 1.14 cents? That’s what 

you did in A, correct? 

A Yes, I confirmed that. 

Q And you also said in E, some observers may view 

the Commission’s pass-through, which it says was 100 

percent, as a pass-through of 89.5 percent. Is that 

correct? 

A Yes, that’s correct. 

Q If you had applied a pass-through of 89.5 percent, 

and let‘s use that number, to a letter flat cost difference 

of 1.14 cents for the saturation mail, do you know what the 

rate differential would have been? You probably don’t. Let 

me ask you to accept ~~ 

A Well -~ 

Q Go ahead. Maybe you do. 

A No, not offhand. 

Q Let me ask you to accept, subject to check, it ywas 

1.0203 cents. What 1 s  the letter flat rate differential you 

reccrnrnend for KCR saturation? Seven- tenths? 

A I t ’ s  seven-tenths of a cent. 

r v .f I ccrnpare the seven-tenths you reccmmend with - 
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the letter flat, with the Postal Service’s measured letter 

flat cost differential of 1.14 cents, you are passing 

through 61.4 percent of the differential, correct?’ Subject 

to check. 

A Isn‘t that my response to B? 

0 Yes. I’m trying to develop t h i s  with you today. 

I know I might have asked some of these questions but part 

of the process of Cross-Examine is to lay this foundation. 

I’ll get to where I’m going here. 

This is where that rounding came in we were 

talking a minute ago. There is a range of possible pass- 

throughs that because you have a .1 cent discount, not 

500ths of a whatever, but it has to be .1 cents, correct? 

Discounts? Isn’t that true? The rates are only in tenths 

of a cent? 

A Yes, that‘s true. There is a range of pass- 

throughs that would yield the same on the worksheet, and it 

woul6  yield the same measured cost pass-through. 

0 I did t:he math and for a 1.14 cent measured letter 

f13t differentia:., ycur seven-tenths of a cent 

recommendation would equate to a range of pass-throughs from 

5 7 . 1  to 6 5 . a  percent. Would you accept that subject to 

z!ieck? 

-~ 

(Pause 1 

.A Yes. I accept that. 

Heritage Xeporting Corporation 
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Q And using your phrase in your response to 18E. 

isn't it fair to say that no observers would view a pass- 

through of 57 to 66 percent as a 100 percent pass-through? 

A This is a reference to a prior interrogatory where 

the pass-through was calculated differently. I can look for 

that if you like, or you may have it. 

0 I ' m  not sure it's necessary to answer my question. 

My question is since your .7 cent saturation letter flat 

rate differential equates to a 57 to 66 percent range of 

pass-through, isn't it true that if you're dealing with 57 

to 66 percent ranges of pass-throughs that that can't be, as 

you say, viewed as 100 percent? Can't be viewed by any 

observers as 100 percent? 

A Are you asking me if my pass-through is 100 

percent? 

0 No, I ' m  asking if it could be viewed - -  You made 

the point that the Commission had 100 percent pass-through, 

and you said some may view this as 89.5 percent. I'm trying 

to say you only recommended 57 to 66 percent. You can't 

view that as - -  

A No, thzt's certainly not 100 percent. 

s And look at 20. This is the same kind of 

q;esr_i3n, This I S  for ECR high density. There the letter 

flat differential measured by the Postai Service is .661 

cencs, correct? 
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A Yes, I confirm that 

8 You say in response to E, some observers may view 

this as a pass-through of 109.9 percent, correct? 

A Yes. Correct. 

Q Then you say that in the Commission’s model a 

broad range, starting from 91.6 percent, would net a 0.3 

cent rate differential, correct? 

A Yes. 

Q So if you had applied a pass-through of 91.6 

percent of the letter cost differential f o r  this hiqh 

density which is .661, do you know what the rate 

differential for ECR high density would have been? I can 

tell you. It’s ,605 cents. Would you accept that subject 

to check? If - -  

A The math may he correct but I don‘t know that 

we‘ve addressed the fact that the commission’s pass-throughs 

are calculated o f f  of a different base. 

Q Is that the point you’re making when you say some 

may view it as a different number, because you‘re talking 

about the way it’s calculated? 

A I was z.ctually referring to another interrogatcry 

response, but 1 would have to look for it to tell you what 

_ _  was. , +  

0 Can :;ou take 30 seconds and ~ - 

A It may take a bit longer, but I’ll take a look 
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1 Q 
2 

3 A 

4 

5 Q 

6 take. 

7 

8 A 

9 

10 Q 

11 A 

I only have 20 minutes. Ten minutes. 

(Laughter ) 

Maybe I’ll take awhile. 

(Laughter) 

Never let a witness know how long you‘re going to 

(Pause) 

I have a lot to look through. 

(Pause) 

Okay, I yield. 

I was going to say I don’t think I can find it 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2 2  

23 

2 4  

25 

very quickly. 

Q Okay, I give up. 

Let me ask you this. Isn’t it true that any pass- 

through from, this is the way you run the numbers, that any 

pass-through from 69 to 83 percent would round to half a 

cent? Half a cent is what you’re recommending, isn’t it? 

A We‘re talking about the ECR high density letter 

rates? 

0 Yes 

A I don’t: know the ranges off-hand. There certainly 

are a set of ranges and I can accept that subject to check. 

2 3ut you are recommending 0.5 cents, correct? 

4 Yes. That’s for the rate. 

,- i V-s. - .~ Pass-through to develop the rate. 

Heritage Reporting Corporation 
(202) 628-4888 



6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

13 

20 

21 

22 

23 

24 

25 

1845 

So if you do accept subject to check that 0.5 

cents translates to a 69 to 83 percent pass-through, you 

wouldn’t find some observers who thought that was 100 

percent, would you? 

A A hundred percent isn’t in the range that I just 

accepted, but I’m reading B here where you say under your 

proposed rates the high density letter rate will be 0.5 

cents lower than ECR high density flat rate. Am I at the 

correct 

Q And you confirmed that, yeah. 

A And I ’ m  at Val-Pak 20. 

Q Yes. 

A That was the rate. 

Q Exactly. Okay. Thanks. 

SO is it not true that YOU for both ECR saturation 

and high density have systematically reduced the 

Commission’s recmnmended percentage pass-throughs from the 

last docket? 

A The pass-throughs are calculated off a different 

base because rhe ccstiny, I understand, is different than - -  

Excuse me. The C : o m m i s s i o r i  uses a different costing method, 

especially in terms of treatment of volume variable c o s t s .  

53 frankiy, as I explained in ml- testimony, I find that the 

percentages c=rnpE.ri?.j one percentage to another when it’s 

off i different ?lase is n o t  as helpf-.il as iookj~ng at the 
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measured cost pass-throughs, and in my response to Val-Pak 

19 I illustrate that the pass-throughs in my proposal are 

higher. 

0 I understand that. But are you, have you 

developed what your pass-throughs would be using Commission 

methodology? 

A No, I haven’ t . 

0 Take a - -  Would you agree as a principle that 

pass-throughs of 100 percent generally result in rates that 

are more cost-based than pass-throughs that differ 

materially from 100 percent above or below? 

A Certainly if there is a material difference the 

pass-throughs set at 100 percent would be more cost-based in 

the long run. Ore would probably look at a set of data. 

Q You do what you just said a second ago in 21B. 

You said in this docket, I guess you mean your emphasis was 

placed on measured cost savings rather than the pass-through 

perzentage, correct? 

A That’s correct. It seemed to make more sense tc 

me. I thought certainly that it’s more meaningful t3 

mailers to l o o k  at the changes in terms of the monetary 

change and not the different percentages off of different 

bases, so to me it made sense t= look at the actual change 

2 4s a rate design witness and somebody who‘s sent 

r i  -Li t  priar Cammission opinions and recommended decisions, 
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wculd you agree that one of the Commission’s principles of 

rate design over the years has been to achieve rates that 

are more cost-based as opposed to rates that could be 

considered less cost-based? 

A Yes. Putting that with other criteria, yes. 

Q And in the last case the Commission, and this was 

Witness Moeller‘s testimony I think for ECR, or for both 

standard regular and ECR, but he stressed in his testimony, 

I don’t know if you read that recently, but that the pass- 

through percentage rather than the absolute amount should be 

looked at. Do you ~- I don’t want you to accept that if you 

don’-, believe it. 

Do you recall him saying that in the last case? 

A No, I don‘t. I’ve read his testimony. I don’t 

recall that passage or the context that it was in. 

Q If that has been the prior Postal Service and 

Commission principle, to look at the pass-through 

percentages, do you have a principle that you’re 

recommending now that the Commission adopt to change the way 

they analyze pass-throughs and not look at percentages? 

Rather look at absolute amounts? Is that what you’re 

urg  i r,g ? 

A No, thtit’s not  what I ’ m  urging. 

‘2 Did you find a problem with 100 percent pass- 

tkrcughs in t h . i s  case? Of this letter, the ECR high density 
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arid saturation, the letter flat cost differential? 

A I f  the letter flat cost differential had been 

increased it would have changed the band. It likely, I 

should say, would have changed the band t h a t  I was given in 

which I discuss in my testimony which is of keeping rates so 

increase is below 10 percent. 

Q Let’s talk about that. isn’t that at the 

beginning of your testimony? 

A I think it is. I’ll have to check. 

0 I think it’s one or two, it’s right up there 

It‘s page two, line 12. You talk about limiting 

individual rate cell increases to less than ten percent. 

A That’s correct. 

Q Is it your testimony here today that if you pass 

through 100 percent of the letter flat cost differential for 

ECR saturation and ECR high density that you would exceed 10 

percent f o r  some rate cell within ECR? 

A The pass throughs have it’s a dynamic -~ the 

method of setting the rate design is very dynamic and 

diffsrent factors come into play, so I believe that it would 

chanae the band, as I had said 

It would also ~~ it could also disrupt other rate 

rela-i?nships, arid one of my mandates was to maintain the 

cux-renE rate relationship. 

3 Okay. I ’ m  down to three minutes here. Are you 
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saying that you believe that it would result in I know they 

are all dynamic rates. 

A Yes. 

Q I know they’re interrelated. I‘ve played with the 

numbers. 

What I ’ m  saying is are you saying to the 

Commission that if you had a 100 percent pass through of ECR 

basic and ECR saturation rather than the pass through of the 

letter flat differential which you are recommending that 

some rate cells would go up more than ten percent? 

A I believe that’s true based on my model. Again, 

we’re looking at different costing methodologies. 

Q Let me ask you. 

A But - -  

Q I’m sorry. Go ahead. 

A If the pass throughs were changed, it’s likely 

that some other e1emenr;s. some other rate elements, would 

have to be lookec at. It’s unlikely that everything else 

would stay the szme within my guidelines. 

Q The only Guideline my question deals with is the 

ten percent - -  

A Right. 

3 - -  because that’s what is in your testimony, page 

2, line 12. 

A Ri-jht . 
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(202) 6 2 8 - 4 8 8 8  

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

19 

19 

23 

21 

2 2  

23 

2 4  

25 



1850 

1 

2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

15 

17 

18 

1 0  _, 

20 

21 

? ?  Li 

23 

24 

_ -  - 

Q Last time 

A Yes. 

Q I s  it your testimony that if you had 1OO'percent 

pass throughs that you've run the numbers, and you can tell 

the Commission here today that some rate cells would go up 

cver ten percent, violating that principal, if you pass 

through 100 percent of tne letter flat cost differential for 

ECR high density and ECR saturation? 

A I would say that it would change the - -  I'm trying 

to think how the model works here. It would likely change 

other rate relationships, and I ' d  say that it could increase 

it above ten percent for some rate cells. I can't say for 

sure that it would. 

Q You don't know? 

A Not si:ting here, no. 

Q Sitting back in your office when you designed 

this, do you know that you came to that conclusion that it 

would have been m e r  ten percent? 

A Well, I looked at various iterations with 

differegt variables in the rate elements, and I did actually 

explcre hiqher p a s s  throuqhs 

2 Do you have a specific recollection of finding a 

r a t e  cell '_ha: went up over ten percent when you did those 

1 t erst i c r i s  ? 

.I I did a number of iterations, and there are 
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Q I ’ m  talking about the 100 pass through iteration 

A I don’t have specific recollections of the number 

of iterations, -~ 

Q That‘s fine. Okay. 

A - -  but I do believe that this stays within the 

guidelines that are outlined in my testimony, including 

maintaining the ten percent ceiling. 

Q I ’ m  going to almost do this in passing, but in 

Interrogatory 22-0 we asked you about whether you considered 

setting saturation non-letter rates two-tenths of a cent 

higher and letter rates two-tenths of a cent lower, and you 

were concerned about the rate design implications there. 

Isn’t it true that if you increased the cost of 

non-letters and decreased the cost of letters that because 

there are more nor-letters in the system, ECR non-letters, 

that you would generate more money for the Postal Service? 

A Could you repeat the beginning, please? 

Q Standard ECR letters/non-letters. We asked you a 

question about increasing by two-tenths of a cens the rate 

for ncn-letters and decreasing the cost for lettsrs by two- 

tenrhs of a cent. 

A Righr . 

Q ISE’~ r.t true that that would generate more 

reven’ie for the Postal Service than ceterus parabus or a 

kip3t he t i cal ? 
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A That may be true, but it may not be true also 

because once we develop the rates our proposed rates are 

sent to volume forecasters. The volume forecasters then 

come back with the test year after rates projected volumes. 

They also take into account the shifts I believe 

with other subclasses and so forth in Witness Tolley's 

testimony, so 

0 Good answer, but I'm asking you to put that aside 

for the moment. Assume the letters and non-letters had 

equal elasticity, same type of response. Isn't it j u s t  true 

that there are more non-letters in the system? 

A Yes. I think I have a chart, in fact, in my 

testimony that ~~ 

MR. OLSON: I don't have time for it, though, 

because I have just run out of time plus three minutes. 

I thank you for your indulgence, Ms. Hope and Mr. 

Chairman. I am done. 

COMMISSIONER OMAS: Thank you, Mr. Olson, and 

t1ia-k you, Ms. Hope. We will see you all again same time, 

same place, at l:45. 

(Whereupon, at 12:39 p.m. rhe hearing in the 

above-entitled matter was recessed, to reconvene at 

?:.;i 9.m. on this same day, Thursday, January 10, 2002.) 

/ /  

1 i- 
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A F T E i L i N O O N  S E S S I O N  

(1:45 p.m.) 

COMMISSIONER OMAS: Mr. Hollies, would you 

introduce your Postal witness, please? 

MR. EIOLLIES: This is Mr. Hollies, Ken Hollies, on 

behalf of the Postal Service. I am here acting for Mr. 

Rubin. 

We're going to be just a moment. I understand the 

OCA has a couple of additional designations, the accuracy of 

which we'd like to check before we get going. 

COMMISSIONER OMAS: Very well. 

(Discussion held off the record.) 

MR. HOLLIES: The Postal Service calls M s .  Susan 

Mayo to the stand. 

COMMISSIONER OMAS: Ms. Mayo, would you please 

stand? 

Whereupon, 

SUSAN w. MAY0 

having been duly sworn, was called as a witness 

a:id was examined and testified as follows: 

COMMISSICNER OMAS: Please be seated. 

THE WI:?NESS: Thank you. 

(The document referred to was 

marked for identification as 

Exhibit No. USPS-T-35.) 
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DIRECT EXAMINATION 

BY MR. HOLLIES: 

Q Ms. Mayo, do you have two copies of a document 

designated USPS-T-36 entitled Direct Testimony of Susan W. 

Mayo on behalf of the United States Postal Service in front 

of you? 

A Yes, I do. 

Q And does this testimony include the corrections 

that were filed on November 21, 2001? 

A Yes, it does. 

Q Was this testimony prepared by you or under your 

supervision? 

A Yes, it was. 

Q Do you have any corrections to make at this time 

to your testimony? 

A Actuall.y, y e s .  I have two corrections to make. 

Th.e first one is to Exhibit A of my testimony on page 2. 

The header says page 1 of 2, and it should state page 2 of 

2. 

The second correction is to Exhibit B. Under the 

Express Mail column, the Insurance row, i've placed an X in 

?her -e  that needs to be added. An X needs to be added to 

indicate Ehat  insurance can be purchased with Express Mail. 

n i- And with those corrections, were you to testify 

z'ral?:+. here tgday would this be your testimony? 
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A Yes, it would. 

MR. HOLLIES: With that, the Postal Service moves 

into the record Ms. Mayo's testimony, USPS-T-36. 

COMMISSIONER OMAS: Any objections? 

(No response. j 

COMMISSIONER OMAS: I will direct counsel to 

provide the reporter with two copies of the corrected direct 

testimony of Susan W. Mayo. T h a t  testimony is received into 

evidence. As is our practice, it will not be transcribed. 

(The document referred to, 

previously identified as 

Exhibit No. USPS-T-36, was 

received in evidence.) 

COMMISSIONER OMAS: Ms. Mayo, have you had an 

opportunity to examine the packet of designated written 

cross-examination that was made available to you in the 

hearing room today? 

THE WITNESS: Yes, I have. 

CCMMISSIONER OMAS: If questions contained in that 

packet were posed to you orally today, would your answers be 

the same as those previously provided in writing? 

TEE WITNESS: Yes, it would. 

COMMISSIONER OMAS: Are there any corrections or 

additions you would like to make at this point? 

-E3 WITNESS: No, there aren't. 
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BY MR. HOLLIES: 

0 Further, Ms. Mayo, are you prepared to sponsor the 

Category I1 library references associated with your 

testimony into evidence? 

A Yes, I am. 

Q Are these the library references identified at 

page 4 of your testimony specifically as Library Reference 

J-92, J-93 and J-109? 

A Yes, they are. 

MR. HOLLIES: I believe at this juncture we’re 

left with the OCA’S additional designation. 

COMMISSIONER OMAS: Right. 

MS. DREIFUSS: Mr. Chairman, two responses were 

filed by Ms. Mayo on January 7 following our written 

designation of her responses. I have given her two copies 

of them this afternoon. They are DBP/USPS-l05 and 113. 

(The documents referred to 

were marked for identification 

as Exhibit Nos. DBP/USPS-l05 

and DBP/USPS-113.) 

CROSS-EXAMINATION 

BY MS. DREIFUSS: 

2 Ms. ?la.io do you have those two copies in f r o n t  af 

you now? 

.3 Yes, I do 
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Q Have you had a chance to look them over? 

A Yes, I have. 

Q Were those written by you or prepared under your 

direction? 

A Yes, they were. 

Q If those questions 'were asked of you today, would 

your answers be the same? 

A Yes, they would. 

M S .  DREIFUSS: Mr. Chairman, I ask that they be 

entered into evidence. 

COMMISSIONER OMAS: Without objection. 

(The documents referred to, 

previously identified (3s 

Exhibit Nos. DBP/USPS-lOS .3nd 

DBP/USPS-l13, were received in 

evidence. 1 

/ /  
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RESPONSE OF UNITED STATES POSTAL SERVICE WfTNESS MAY0 
TO INTERROGATORIES OF DAVID 6. POPKIN 

(DBP/USPS-104-113) 

DBPNSPS-105. Please refer to your response to OCNUSPS 237 subparts b 
and c. [a] Please advise the one location that set up an operation to automate 
the completion of the PS Form 381 1. [b] Please provide details of the 
automated system utilized and provide a copy of a sample completed return 
receipt form. [c] Please provide a listing of those high volume users that hand 
over certified mail before obtaining signatures on the return receipts. [d] Provide 
the name of the location that stopped the practice and prcvide details of the 
system that is utilized at that location including a copy of a sample completed 
return receipt form. [e] Please provide details of the "approach of automated 
printing of receipt information on receipts" that is being considered. [fl Provide 
the date the USPS anticipates when each problem will be resolved. 

RESPONSE: 

[a] One location that uses an automated operation for completing the PS Form 

381 1 is Sacramento, California. 

[b] Postal employees modified a Mark II facer canceller machine to stamp the 

name, date and toll-free number of a state representative on the PS Form 381 1 

Return Receipts. This expedited method of return receipt stampinglsigning made 

it possible to complete return receipts while the certified mail was still in the 

possession of the postal employee handing the mail to the state tax agency. A 

copy of a sample completed return receipt form will be provided if it can be 

obtained. 

[c] A listing of this nature has not been compiled. 



1859 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID B. POPKIN 

(DBP/USPS-104-113) 

DBPNSPS-105. (CONTINUED) 

RESPONSE 

[d] Sacramento, California. The process is described in (b) above. 

[e] See (b) above. The details of this approach are still under consideration. 

[q No specific date has been established. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORJES OF DAVID 6. POPKIN 

(DBP/USPS-104-113) 

DBP/USPS-l13. In your response to DBP/USPS-25 subparts a and b. you 
indicate that it is a goal to achieve the signing for all accountable mail and the 
associated return receipt at the time of delivery regardless of the type of 
addressee or the number of articles involved. [a] Elaborate what you mean by a 
goal. [b] Does this goal have the support of management? [c] Does this goal 
apply to all delivery offices? [d] Do you agree that this goal should be attempted 
to be met by all delivery offices? [e] Explain any negative response to subparts 
b through d. [t] Are there any instances existing anywhere within the Postal 
Service where the signing for the accountable mail and the associated return 
receipt are, by default or by design, not completed at the time of delivery? [g] 
Provide details of any affirmative response to subpart f including the authority for 
and the method of delivery. If a detached mail unit is a method of delivery, 
confirm, or explain if you are unable to do so, that a detached mail unit is an 
activity which is operated by Postal employees at the addressee's location. [h] 
Elaborate on your response to the statement in reply to subpart b, "In some 
cases it is possible that the signature takes place after delivery." [i] In your 
response to subpart e, you indicated that it would be relatively rare for multiple 
pieces of articles requesting return receipts to be addressed to a single recipient. 
Does this apply lo various government agencies, such as IRS and the state tax 
departments, as well as other government agencies and large commercial 
organizations? [i] Confirm, or explain if you are unable to do so, that DMM 
Section D042.1.7b would place the requirement for obtaicing the signature at the 
time of delivery from that of being a goal to that of being a regulation. [h] Does 
DMM Section D042.1.7 apply to 
United States Postal Service? [I] If not, provide a listing of any exceptions and 
the authority for doing so. 

addressees within the service area of the 

RESPONSE: 

I assume you are referring to witness Plunkett's Docket No. R97-1 response to 

interrogatory DBP/USPS-32. 

[a] A goal in this case refers lo a general business objective. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID 8. POPKIN 

(DBP/USPS-104-113) 

DBPIUSPS-113. (CONTINUED) 

RESPONSE: 

[b] It is not a formal corporate goal but rather a business objective. A goal is a 

measurable event with a specific time and level of achievement. A general 

business objective refers to a desired achievement for the organization. 

[c] The business objective applies to all delivery off ices. 

[d] Yes. 

[e] I assume that witness Plunkett was considering the entire variety of return 

receipt deliveries, including deliveries to large organizations. 

[I-h] See the responses to OCA/USPS-236 and 237 and DBP/USPS-104 and 

105. 

[i] There is no part (e) in the response to DBP/USPS-25. 

01 The DMM contains regulations, not goals. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORIES OF DAVID 6. POPKIN 

(DBPIUSPS-104-113) 

DBPIUSPS-113. 

RESPONSE: 

[k] Yes. 

(CONTINUED) 

[I] Not applicable. 
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COMMISSIONER OMAS: Counsel, would you please 

provide two copies of the corrected designated written 

cross-examination of Witness Mayo to the reporter? That 

material is received into evidence, and it is to be 

transcribed into the record. 

!The document referred to was 

marked for identification as 

Exhibit No. USPS-T-36 and was 

received in evidence.: 

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

/ /  

I /  

/ /  

I /  

23 

24 

25 

Heritage Reporting Corporation 
(202) 628-4888 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes Docket No. R2001-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS SUSAN W. MAY0 
(USPS-T-36) 

Pam, lnterroqatories 

Office of the Consumer Advocate DBPIUSPS-61, 76-79, 104, 106-1 12 redirected to 
T36 
DFC/USPS-T36-1-2, 4-5 
OCA/USPS-T36-1-7, 9-11, 14, 15b-c, 17-37, 3 8 ~ -  
d, f-k, 39, 41-58 

Respectfully submitted. 

> 

/&z.&-&A 
Steven W. Williams 
Secretary 
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INTERROGATORY RESPONSES OF 
UNITED STATES POSTAL SERVICE 
WITNESS SUSAN W MAY0 !T-36) 

DESIGNATED AS WRITTEN CROSS-EXAMINATION 

Interroqatorv 
DBPIUSPS-61 redirected to T36 
DBPIUSPS-76 redirected to T36 
DBPIUSPS-77 redirected to T36 
DBPIUSPS-78 redirected to T36 
DBPIUSPS-79 redirected to T36 
DBPIUSPS-104 redirected to T36 
DBPIUSPS-106 redirected to T36 
DBP/USPS-107 redirected to T36 
DBPIUSPS-IO8 redirected to T36 
DBPIUSPS-109 redirected to T36 
DBPIUSPS-110 redirected to T36 
DBPIUSPS-1 1 1 redirected to T36 
DBP/USPS-112 redirected to T36 
DFC/USPS-T36-1 
DFClUSPS-T36-2 
DFCIUSPS-T36-4 
DFCIUSPS-T36-5 
OCA/USPS-T36-1 
OCAIUSPS-T36-2 
OCAIUSPS-T36-3 
OCAIUSPS-T36-4 
OCAIUSPS-T36-5 
OCAlUSPS-T36-6 
OCAIUSPS-T36-7 
OCAIUSPS-T36-9 
OCA/USPS-T36-10 
OCAIUSPS-T36-11 
OCAIUSPS-T36-14 
OCA/USPS-T36-15b 
OCAIUSPS-T36-15c 
OCAIUSPS-T36-17 
OCAIUSPS-T36-18 
OCAIUSPS-T36-19 

Desiqnatinq Parties 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
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OCAIUS PS-T36-20 
OCAIUSPS-T36-21 
OCAlUSPS-T36-22 
OCAIUS PS-T36-23 
OCA/USPS-T36-24 
OCAlUSPS-T36-25 
OCAIUS PS-T36-26 
OCAIUSPS-T36-27 
OCAIUS PS-T36-2% 
OCAIV SPS-T36-29 
OCAIUSPS-T36-30 
OCA/USPS-T36-31 
OCAIUSPS-T36-32 
OCAIUS PS-T36-33 
OCAIUS PS-T36-34 
OCAIUS PS-T36-35 
OCAIUS PST36-36 
OCAlUS PS-T36-37 
OCA/USPS-T36-3%c 
OCAIUSPS-T36-38d 
OCAIUS P S - T X - ~ ~ ~  
OCAIUS PS-T36-3%g 
OCAIUS PS-T36-3%h 
OCAIUSPS-T36-30i 
OCAlUS PS-T36-30j 
OCAIUS PST36-30k 
OCAlUS PS-T36-39 
OCAIUS PS-T36-4 1 
OCAIUSPS-T36-42 
OCAIUSPS-T36-43 
OCAIUS PS-T36-44 
OCAIUS PS-T36-45 
OCAIUS PST36-46 
OCAIUS PS-T36-47 
OCAlU S PS-T36-4% 
OCAIUSPS-T36-49 
OCAIUS PS-T36-50 
OCAIVSPS-T36-51 
OCAIUS PS-T36-52 

OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
OCA 



OCAlUSPS-T36-53 
OCAIUSPS-T36-54 
OCAIUS PS-T36-55 
OCAIUS PS-T36-56 
OCAIUS PS-T36-57 
OCAlUSPS-T36-58 

OCA 
OCA 
OCA 
OCA 
OCA 
OCA 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS M A Y 0  TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBPIUSPS-1-82) 

DBPIUSPS-61. The following Interrogatory was asked in Docket R2000-1 as 
Interrogatories DBP/USPS-131 through 134. Please respond to each of these 
Interrogatories with respect to the current policies that existed during the 2001 tax filing 
season. 
Subpart a - DBPNSPS-131 
Attached to this pleading is a letter dated September 24, 1999, as Attachment A. 
[a] Please verify that this letter was prepared and sent to me by an employee of the 
United States Postal Service. 
[b] Please confirm, or explain and discuss i f  you are not able to confirm, that the 
procedures utilized by the Atlanta Post Office to process the completion of the Return 
Receipts on accountable mail destined lo the Internal Revenue Service and the 
Georgia Income Tax Division is similar to the problems that were observed by the 
Inspection Service at the Andover, Massachusetts Internal Revenue Service as noted in 
the Inspection Service Area Coordination Audit Report on Special Services [USPS-LR- 
1-2001. 
[c] Please confirm, or explain and discuss i f  you are not ah!e to confirm, that the 
procedures utilized by the Atlanta Post Office to process the completion of the Return 
Receipts on accountable mail destined to the Internal Revenue Service and the 
Georgia Income Tax Division do not meet the requirements of the Domestic Mail 
Manual [Section D042.1.71, Postal Operations Manual [Section 822.1 I], and 
Headquarters Directives. 
[d] Please confirm, or explain if you are not able to do so, that customers who 
purchased the referenced Return Receipt service did not receive the service that they 
paid for. 
Subpart b - DBPNSPS-132 
Attached to this pleading is a letter dated September 24, 1999, as Attachment 8. 
[a] Please verify that this letter was prepared and sent to me by an employee of the 
United States Postal Service. 
[b] Please confirm, or explain and discuss if you are not able to confirm, that the 
procedures utilized by the Memphis Post Office to process the completion of the Return 
Receipts on accountable mail destined to the Internal Revenue Service is similar to the 
problems that were observed by the Inspection Service at the Andover, Massachusetts 
Internal Revenue Service as noted in the Inspection Service Area Coordination Audit 
Report on Special Services [USPS-LR-1-2001. 
[c] Please confirm, or explain and discuss if you are not able to confirm, that the 
procedures utilized by the Memphis Post Office to process the completion of the Return 
Receipts on accountable mail destined to the Internal Revenue Service do not meet the 
requirements of the Domestic Mail Manual Section D042.1.71, Postal Operations 
Manual Section 822.1 11, and Headquarters Directives. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF DAVID B. POPKIN (DBPNSPS-1-82) 

REDIRECTED FROM THE POSTAL SERVICE 

DBP/USPS-61. (CONTINUED) 

[d] Please confirm, or explain if you are not able to do so, that customers who 
purchased the referenced Return Receipt service did not receive the service that they 
paid for. 
Subpart c - DBP/USPS-133 
Attached to this pleading is a letter dated October 26, 1999, as Attachment C. 
[a] Please verify that this letter was prepared and sent to me by an employee of the 
United States Postal Service. 
[b] Please confirm, or explain and discuss if you are not able to confirm, that the 
procedures utilized by the Philadelphia Post Office to process the completion of the 
Return Receipts on accountable mail destined lo the Internal Revenue Service is similar 
to the problems that were observed by the Inspection Service at the Andover, 
Massachusetts Internal Revenue Service as noted in the Inspection Service Area 
Coordination Audit Report on Special Services, USPS-LR-1-2001. 
[c] Please confirm, or explain and discuss if you are not able lo confirm, that the 
procedures utilized by the Philadelphia Post Office to process the completion of the 
Return Receipts on accountable mail destined to the Internal Revenue Service do not 
meet the requirements of the Domestic Mail Manual Section D042.1.71, Postal 
Operations Manual Section 822.1 11, and Headquarters Directives. 
[d] Please confirm, or explain if  you are not able to do so, that customers who 
purchased the referenced Return Receipt service did not receive the service that they 
paid for. 

Attached to this pleading is a letter dated September 28, 1999, as Attachment D. 
[a] Please verify that this letter was prepared and sent to me by an employee of the 
United States Postal Service. 
[b] Please confirm, or explain and discuss if you are not able to confirm, that the 
procedures utilized by the Cincinnati Post Office to process the completion of the 
Return Receipts on accountable mail destined to the Internal Revenue Service is similar 
to the problems that were observed by the Inspection Service at the Andover, 
Massachusetts Internal Revenue Service as noted in the Inspection Service Area 
Coordination Audit Report on Special Services, USPS-LR-1-2001. 

Subpart d - DBP/USPS-134 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBPIUSPS-1-82) 

DBPIUSPS-61. (CONTINUED) 

[c] Please confirm, or explain and discuss if you are not able to confirm, that the 
procedures utilized by the Cincinnati Post Office to process the completion of the 
Return Receipts on accountable mail destined to the Internal Revenue Service do not 
meet the requirements of the Domestic Mail Manual Section D042.1.71, Postal 
Operations Manual Section 822.1 11, and Headquariers Directives. 
[d] Please confirm, or explain if  you are not able to do so, that customers who 
purchased the referenced Return Receipt service did not receive the service that they 
paid for. 

RESPONSE: 

The same responses, DBPIUSPS-131, 132, and 134, from Docket No. R2000-1, apply 

to Atlanta, Memphis, and Cincinnati for the 2001 tax season. See Docket No. R2000-1, 

Tr. 1415449-5452, 5455-56 and Tr. 46CI20742-43, 20745. 

For DBPIUSPS-133: 

a. - d. Not confirmed. I have been informed that the Philadelphia Post Office follows 

the procedures outlined in DMM Section 0042.1.7 and Postal Operations Manual 

Section 822.1 1. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBPNSPS-1-82) 

DBPIUSPS-76. 
[a] Please furnish a copy of the letter that was sent out in March 2001 to in-plant 
support area managers as a reminder of the proper procedures for handling special 
services [see page 99 of USPS-T-361. 
[b] Please furnish copies of any other letters or directives regarding the proper 
procedures for handing Certified Mail and/or Return Receipts since the initial 
Commission concerns in Docket R90-1. 

RESPONSE: 

a. Copy attached. 

b. See attachment for directives since 2000. Also, see response to OCNUSPS-236. 



March 2, 2001 

MANAGERS, IN-PLANT SUPPORT (AREA) 

SUBJECT: Processing IRS Mail 

Tax season has arrived. Due to delayed processing of tax returns. the Postal Service 
received negative publicity last year. Consequently. a great deal of attention will be 
focused on processing the Internal Revenue Service (IRS) mail this year. Expect lhe 
Inspector General’s office lo examine our work processes this tax season. 

Postal employees must provide the appropriate service indicated on each IRS mailpiece. 
This means scanning all items with Special Services. such as Delivery Confirmation. 
Signature Confirmation. Certified, and Registered. When preparing holdouts for other 
plants, use PS Form 3883. Firm Delivery Receipt for Accountable and Bulk Delivery Mail. 
There are only two authorized means to record firm deliveries: 

0 

- 
Manually using the November 1999 barcoded version of PS Form 3833 or 

Electronically using the Firm Print Workstation 

As a reminder, the use of automated equipment other than the Firm Print Workstation to 
electronically produce firm sheets. such as Delivery Confirmation Receipt System (DCRS) 
or Electronic Delivery Confirmation Receipt System (EDCRS). must not be used with the 
signature capture process. DCRS and EDCRS may only record items for Registry dispatch 
functions. 

Please ensure that your standard operating procedures reflect proper scanning activities. 
Failure to follow these procedures will result in revenue loss and customer dissatisfaction. 
Make certain that all employees understand and perform the correct work processes. If 
assistance is needed with the scanning of Special Service items for the IRS. contact the 
district Delivery Confirmation coordinator. 

As a final note. the Posfal Bulletin of Jan. 11, 2001, listed distribution changes for the IRS’ 
return processing centers. Questions or comments can be directed to Jamie Gallagher 
from my staff at 202-268-4031. Success is in the details. We can make this tax season a 
success story with focus on the proper processing of IRS returns. 

David N. Goldstein 

cc: Mr. O’Tormey 



PAGE 16 

Poslal Operations Manual (POM) . . . 
0 Denvery Services 

61 Condltlons of Dcllvey . . . . . 
612 Delivery of Addnssae'r Mail to Anothw . . . . . 
612.13 Pmcedunsfor Delivery to CMRA 
Mail delivecy Lo a CMRA requires the following. 
[Redso item a ID add a senfence before the sentence ' I f  Lhe 
appkani h unable to substantfa te...' as fdbm:J 
A davmerl hQm a governmental entity a Rcognlred h 
nandal instihrtlon a a utiw bill wilh the applkanrs name 
and anenl permanent address may be used fa Such 
pvrpos~ . b .  . * 

POSTAL BULLETIN 22045 (3-801) 

c. in delivery of the mail to h e  CMRA. the addressee 
and the CMRA agree to the foliawing. 

[Add new Aem c (3) as lbllows and renumber existing items 
(3) through (6) as (4) Uuo@ (7j, respecblely:J 

(3) If mad is remailed by the CMRA to the address 
of a former ars(aner during Ihe 6-month re-mail 
period and retuned by the Postal Service en- 
dorsed Moved Ldt No Address.' then the 
CMRA may rehlrn mat rnd ID me Post ORCe 
with the appmvd of the postmaster or slatbn 
manager. The appmval is subjed to evidence 
thal the ma was re-mailed with new postage to 
me former custanec at (a) h e  addmu pmvlded 
when the relafionrhlp was terminated a d o r  @) 
me verified home or business permanent ad- 
dress pmvided on the custwner's PS Fam 
1583. Upon a m .  Ihe CMRA may return to 
the Port OfRCe only Fmt-Class Mail, prbnhl 
Mail, Express Ma4 accanlable mail. and P d  
Post received fa the former customer. The 
CMRA musl rem this mal to the Post Omce 
the nexl buslness day after receipt wimout nerr 
postage. and the Pod ORke will return it to the 
sendw. . . . . 

- Delivery and 
Retar7, Consumers and Smad Business, 38-01 

REVIS~DEAWNE 

Special Services Barcoded Label (2-24-01); Exception for Larger Mailings (51-01) 
Efediw FebNary 24, 2001. any Special Services ma& 

irg d 100 pl- a lest. without barroded Special Ser- 
vices wiU be refused and reblrned for r~SUbmlsslon 
with barmded Postal SerViat or vendw-produced labels. 
This compliance deadline applies to any mailing bearing 
the following famJllabelr PS Form 3800. Cwtii5ed MaA 
ReceipS' ps F m  3813-P. Insured Mail Receip(: Label 200. 
Registered M e  PS Fwm 3804. Return Receipt hw Mer- 
&&e; and PS Form 8099. Receipt for RBcwded 
D e w .  

L a m  mailings (mre  than 100 pieces) using m e r -  
dally produced (nonpostal) labels bearing me mnbarcoded 
label format (old aiphdnumeric 1 M g k  bnmt e.g.. P 842 
063 223) fa any of the above spedal Servicfs will be a- 
cepted wimout barcoded labels unW May 1, 2001. Labels 
that do n d  have the tagganl applied (Certified Mail) w that 
are rubber stamped. handwritten. short numbered, and so 
on are exduded from the delivery informah caphrre pro- 
cess and wM not be accepted. 

Ailhwgh l a w  vdume mailings will still be accepted 
until May 1.2001. arslomen we enmuraged lo move f a -  
ward with their corversion elfm and shovld contad their 
local venda for asslslame. A li of ven docsthat have been 
certified by the Postal Senice Lo pmduce mmrnerdally 
printed Special Servlces labets is available from Headquar- 
ters. Customers interested k, receiving this list should CUI+ 
lad the Special SeNices oltice at (703) 2924172. 

- Spmsl Services. Corn Business Marketing. 3-841 
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Special Services Barcoded Label Deadline - Internal Revenue Service Exception 

APOlFPO 
09781 
09788 
09794 
96541 

The compliance deadline for barcoding Special Services 
labels is May 1. 2M)I. for all mailers. except the Internal 
Revenue Service (IRS). This deadline applies lo any mail 
bearing the following labels: 

m PS Form 3800. CerfMed Mail Receipt 

m PS Form 3813-P. Insured Mail Receipf 

Label 200, Regisfered Mail 
PS Fwm 3804. Return Receipt for Merchandise 

m PS Form 8099. Receipt for Recorded D e r i t y  

O R m  should accept mbarcoded mail from the IRS 
until July 14,2001. AlVlough lhe IRS has an e a e n s h  until 
July, they anticipate lhat 70 percent of their mail vdume wil 
be converted lo the banxded formal by May 31. The ra- 
maining volume will be cmverled by July 14. 

As Informalion. the majority of the IRS's mail is gem- 
ated oul of -10 service centers located in the tollOmng 
areas: Andover, MA; Atlanta. GA: Austin. lX Brook Hb 
ve- NY; Cincinnati, OH; Fresno. CA; Kansas City. MO: 
Memphis, M; w e n .  W, and Philadelphia. PA 

Actlon EHedr. Date S w  ResMctlons 

Close 

Achvale I m m ed a t eiy BF-U3 

close lmmedlateiy 

Close Irnmediateh, 
I m m ed I a t eiy 

Ail other mail with nmbarcoded Special Services labels 
recelved at retail acceplance poinb on or after May 1 
should be refused and relumed fW resubmission wilh bar- 
coded Postal Service or vendor-produced labels. Should 
any nonbarcoded Spedd Services mail reach its destina- 
lion point offices are inslruded to: 

Deliver the mail: do not return It to the sender. 

m Manually key in the arlide numbar on the scanner. 

Capture the recipient's signature. 

The god is to catch and refuse nonbarcoded mail at the 
accepfanw poinf. nof af the deliverypoinl 

Nofe: ll postage is metered and denied acceptance 
results in a new date ol acceptance. customers should re- 
meter at zem postage * a new meter date. 

FW m e  information. m t a d  Tandelyia Samuels at 
703-292-3803. 

StaIdCW 
IC. Chlcago 606268410 
NJ. Mystic Island 08087-5538 
PAAllmna 16602-7372 
PA Be)- 16617-0305 

- Special Services, 
Core Business Markeficg, 54-01 

Names Covered 

Any And All Names Exduding The Surname Aha. P.O. Box 26.5410 
Armando J. Nunez. P.O. Box 1538 
Any And A0 M VarouS Names Omer Than The Surname Kibe. 1716 E. Pleasant Valley EM.. Th. 14 
Any And Al 01 V a h s  N a m e  Omer Than Tha Surname ffibe, P.O. Box 305 

- - Infernational Nehvork Operations. Nehvork Operations Management. 53-01 

Withholding of Mail Orders 
Wnhhdding of mail orden is enforced by postmastem at the cities listed below: 
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818.42 LargeVolurne Maillngs 

When accepting Signature Confirmation service articles 
submitled under a Manifest Mailing System agreement. fob 
law the acceptance pmedures listed in Publication 401, 
Guide to the Manifest Mailing System (MMS). lor insured. 
COD. cetiied, and return receipt for merchandise articles. 
using the Signalure Confirmation servica package identifi- 
cation cod% as the article number. 

For largevdume mailings mat indude Signature Confirma- 
tion service artkles not submitled using an approved Mani- 
fesl Mailng System agreement fonow the steps below. 
These steps are in addiilon to any other acceptance and 
vetilkation procedures requlred In Handbook DM109. Busi- 
ness Marl +eplance. for the method of postage payment 
used a presort discounts claimed: 
a Randordy select sample pieces frwn the mailing ac- 

d h g  to the sample size chart below 

Artides In Malllng 
... 

I Sampllng She 

POSTAL BULLElm 22055 (7-26-01) 

b. F o r  each sample piece with Signalwre Confirmation 
service check the following: 

(1) That the article number is listed on PS F w m  
3877. Firm Maflrg Book for Accountable Mail. 

(2) That the postage and fees are axrecay paid and 
entered on PS Form 38TI. 

(3) That the adde  is properly endorsed. 
c. if the postage andlor fees on a sample adde  are no( 

correct. take an entireiy new sample the1 is Vle same 
size as the original Sam*. I the s R o n d  sampling is 
coned. accept the mailing and make a postage and 
or fee adjustmerd lor the inoxred postage amOunC II 
the semnd sampling has an error, return the mailing 
to IJ+S mailer for correction. 

d. Poslmark and sign the firm mailing book in ink and 
give il to the mailer. Enter the time the articles am 
mailed 1 requested to do so by the mailer and initial in 
Ink by the entry. 

. 

1875 

- I d m a t i o n  Systems. 
ExpeditedlPackage Services. 7-26-01 

Special Services Barcoded Label Deadline - IRS Extension 
Good News1 The IRS has bartoded 95 percent of lls 

cwtifed mail labels. The remaining 5 percent that have not 
been barccded will continue to show up in the mailstream 
until October 15,2001. Post ORices should continue to ac- 
cept and deliver the IRS's remaining nonbartoded mail untll 
that time. 

-Special Services, 
Core Business Marketing. 7-26-01 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID 6. POPKIN (DBPIUSPS-1-82) 

DBPIUSPS-77. 
[a] On page 12 of USPS-T-26 it indicates the new enhancement for users of certified or 
registered mail to receive delivery information through either the Internet or the CCM 
system. Will this service also be available to users of Insured Mail over $50 or COD 
service? 
[b] If not, why not? 

RESPONSE: 

a. No. 

b. A management decision was made to extend this enhancement only to certified and 

registered mail, as the focus was to enhance the service for First-class Mail letters. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBP/USPS-l-82) 

DBP/USPS-78. With respect to the utilization of the electronic return receipt service 
where the customer provides his or her e-mail address to the Postal Service, 
[a] to whom is this e-mail address made available? 
[b] Is there a separate form for this service? 
[c] If so, provide a copy of the front and back of the form. If not, explain. 
[d] Does the customer provide the e-mail address in writing or verbally to the Postal 
Service? 
[e] Describe the process by which this service will be provided starling at the time the 
article is presented for mailing and ending at the time the e-mail message is sent to the 
send e r . 
[fl Must the article be presented at a service window or rural carrier to mail or may it be 
deposited in a collection box? 
[g] What security will be provided for the e-mail address? 
[h] Will the addressee obtain knowledge of the sender's e-mail address when the arlicle 
is delivered? 
[i] Who will have access to the e-mail address? 
[i] What is the retention period of the e-mail address records? 
[k] Will the Postal Service monitor the sending of the e-mail to evaluate any 
undeliverable messages? 
[I] If not, why not? 
[m] If so, what action will be taken for undeliverable messages such as ensuring that 
the e-mail address was entered correctly? 
[n] Will a hard copy be mailed to the sender if the e-mail message is undeliverable? 
(01 If not, why not? 
[p] Confirm that the proposed fee for this service will be $1.30. 

RESPONSE: 

a. and i. Only the Postal Service employees entering the address information into the 

computer or authorized users of the computer files would have access to the email 

address information. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBPIUSPS-1-82) 

DBPAJSPS-78. (CONTINUED) 

RESPONSE: 

b. - d. No. If the sen :e is purchase1 the ,met. the custor would pro\ ' the 

email address electronically. How the email address would be provided if the service is 

purchased via another avenue has not yet been determined. 

e. The customer would fill out a return receipt form or file one electronically, providing 

an ernail address. The email address is linked with the article number from the 

associated special service, and the labels are scanned with the resulting data sent to 

the Product Tracking System. When the mailpiece is scanned at delivery, the delivery 

information is transmitted to the Product Tracking System. The article number is 

automatically tagged with the email address and sent to the batch email-sending server 

with the delivery date and time information. The delivery date and time for the article 

numbers are then sent to the sender's email address. See also witness Nieto's 

response to DFC/USPS-T26-4. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBP/USPS-1-82) 

DBPIUSPS-78. (CONTINUED) 

RESPONSE: 

f. The mailpiece with the electronic return receipt could be presented at a service 

window, or if the electronic return receipt is purchased via !he Internet, the mailpiece 

could be deposited in a collection box or presented a! a service window or to a rural 

carrier. The specific details for providing this service are being developed. 

g. The email addresses will be stored in a server with the same industry standard used 

for security of address information. See also witness Nieto’s response to DFCIUSPS- 

T26-4. 

h. No. 

j. The retention period for email address information has not yet been determined. 



1 6 6 0  

INTERROGATORIES OF DAVID E. POPKIN (DBP/USPS-1-82) 
REDIRECTED FROM THE POSTAL SERVICE 

DBPIUSPS-78. (CONTINUED) 

RESPONSE: 

k. Yes. 

I. Not applicable. 

m., n., and 0. If the em 

contact the sender. 

- p. Confirmed. 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

3 i l  jl P' rid d is nc lalid, there WOL e no way 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID 8. POPKIN (DBP/USPS-1-82) 

DBPIUSPS-79. 
[a] Confirm, or explain if you are unable to do so, that it is proposed to have two 
separate methods to obtain a Return Receipt after mailing. One method will be to go to 
a post office and complete a form and the other will be to utilize the Internet. 
[b] Confirm, or explain if you are unable to do so. that the proposed fee for both of 
these methods will be $3.25. 
[c] Provide a complete and detailed listing of each of the steps that a mailer and postal 
emptoyee will do in obtaining and/or rendering the service. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. See Domestic Mail Manual Section S915.2.2 and 2.3 and Postal Operations Manual 

Section 81 1.4 attached for the procedures for return receipt after mailing service. The 

procedures for Internet purchase of return receipt after mailing are currently being 

determined. 



c. As an option. offices with a large volume of Forms 3849 should 
consider filing these receipts using a three-digit sort. This greatly 
speeds search time and may be done in the following way: Offices that 
file delivery records centrally should request that their stations and 
branches sort these forms into 10 separations. by the last digit of the 
article number, before sending them to the central filing location. When 
these are received at the central filing location, the forms should then 
be separated in a 100-hole case, using the second- and third-from-last 
article numbers for each of the original 10 separations made at the 
station or branch. The forms should then be filed by the three-digit sori 
for future reference. 

811.3 Retention of Delivery Records 
Delivery records will be maintained as follows: 

a. Electronic record management: Delivery records maintained 
electronically will be stored as follows: 

(1) A delivery record will be maintained in the active database for 
6 months afler the delivery date. A record in the database may be 
accessed immediately via a query from the Postal Service 
Intranet. 

A delivery record will be maintained in the archive database after 
6 months until the end of the retention period (as stated in 
ASM 351). These records are not immediately accessible. Upon 
completion of the archive search, a response will be provided to 
the customer. 

( 2 )  

b. Manual record management: Delivery records maintained manually 
follow retention periods as stated in ASM 351. 

811.4 Retrieval of Delivery Records 
Customers cannot receive delivery information or a delivery receipt for 
certified, COD, registered. numbered insured, or return receipt for 
merchandise mail without the assistance of a postal employee. If a customer 
wishes to receive a copy of the delivery record, the customer must visit a post 
office and show proof of purchase of a return receipt (to request a duplicate 
return receipt) or purchase a return receipt after mailing. The postal 
employee will retrieve the records as follows: 

a. Electronic record management sites: The postal employee will request 
a copy of the delivery receipt via the Postal Service lntranet or, for 
non-intranet sites. Form 3811-A. The customer will be either faxed or 
mailed the electronic delivery record (Form 3819). See Exhibit 81 1 .q. 
Handbook PO-610 contains specific information on delivery record 
requests and retrieval. 

Manual reuxd management sites: The postal employee will look up 
the manually filed delivery receipt. Form 3811-A will be used to convey 
the delivery receipt information to the customer. 

b. 

434 POM Issue 8, July 16,1998 
Updated With Postal Bulletin Revisions Through October 4, 2001 



There are four possible electronic delivery record responses. They include 
the response as shown here with signature data; delivery record found with 
no signature data; no delivery record found; or unable to limit search due to 
duplicate label IDS. 

Exhibit 811.4 
Electronic Delivery Record Response 

394f Johi Lke 

812 Registered Mail 

812.1 Fees and Liability 
See DMM R900.15.0 and 5911. 

812.2 Sender's Declaration 

812.21 Value 

The sender must tell the Postal Service clerk (of enter on the 6rm mailing bill 
if a firm mailer) the full value of mail matter presented for registration. Private 

POM Issue 8. July 16,1998 
Updated With Postal Bulletin Revisions Through October 4. 2001 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID 8. POPKIN (DBPNSPS-104-113) 

DBPNSPS-104. Please refer to your response to OCNUSPS-237 subpart a. [a] 
Please provide details of those instances that have been corrected and the method 
utilized to provide the service at those location[s]. [b] Please provide an estimate of 
the percentage of high volume recipients that now have their return receipts processed 
in accordance with the provisions of the DMM. [c] Please advise the details of any 
programs that will be utilized to improve the percentage of return receipts that are 
processed in accordance with the provisions of the DMM. [d] Please advise when the 
Postal Service expects to have the problem fully corrected and all return receipts that 
are processed in accordance with the provisions of the DMM. 

RESPONSE: 

[a] The response was based on general knowledge that problems with return receipt 

processing have been corrected at some locations, based on the improved 

management of certified mail during the 2001 tax season. Detailed information on 

every location and method has not been collected, beyond what has been provided in 

the Postal Service’s response to OCNUSPS-236, and in OIG audits already provided, 

or mentioned in response to OCNUSPS-236 (a) (ii-iii). 

[b] These data have not been collected. 

[c] No such program is currently in place. It is possible programs may be developed to 

prepare for the 2002 tax season. Also see the response to OCNUSPS-236. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBPIUSPS-104113) 

DBP/USPS-104. (CONTINUED) 

RESPONSE: 

[d] The Postal Selvice does not have an expectation as to a particular date to resolve 

any problems related to return receipts delivered to high-volume locations. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF DAVID B. POPKIN (DBPIUSPS-104-113) 

REDIRECTED FROM THE POSTAL SERVICE 

DBPIUSPS-106. Please refer to your response to OCNUSPS 238 subpart g. [a] 
Please provide a drafl copy of the proposed communication and advise the method of 
dissemination. [b] Please provide copies of any other actions that have been taken 
over the past three years relating to the proper completion of return receipts. 

RESPONSE: 

[a] The communication has not been drafted yet. Dissemination will be through the 

usual internal communications channels used for window clerks, carriers, and 

postmasters/supervisors. 

[b] Please see the responses to DBP/USPS-76(b] and OCNUSPS-236. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIM (DBPNSPS-104-113) 

DBPNSPS-107. Please refer to your response to DBP/USPS-61. Please provide 
specific details that are now being utilized by the Philadelphia post office for processing 
both the Certified Mail and the associated return receipts including sample copies of 
any forms that are being utilized and of a sample completed return receipt form. 

RESPONSE: 

The Postal Service assigns an employee to the mailroom of the IRS facility in 

Philadelphia. When certified mail with return receipts is delivered, a manifest llisting all 

of the pieces is presented. An IRS employee verifies that the manifest lists the pieces 

being delivered, and signs the manifest. The return receipt cards are detached, and, in 

the presence of the postal employee, are completed while the certified mail remains in 

the mailroom. The postal employee receives the return receipt cards back, and the 

certified mail is released for transfer to the processing section of the IRS. 

- 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID 8. POPKIN (DBPNSPS-104-113) 

DBPNSPS-108. Please refer to your response to DBP/USPSBl. [a] Please advise 
why the Atlanta, Memphis, and Cincinnati Post Offices continue to process return 
receipts in a manner that does not meet the requirements of the DMWPOM. [b] 
Please advise the steps being taken to bring these offices into compliance and the 
estimated date for such action. 

RESPONSE: 

[a] Their practices probably reflect difficulties in coordination with the IRS to handle 

high volumes at peak periods. See rebuttal testimony of witness Plunkett (USPS-RT- 

20) in Docket No. R97-1, at 8-9 (Tr. 32/17124-25), and his responses at the hearing on 

that testimony, at Tr. 32/17173. 

[b] See my response to DBP/USPS-104 (c). 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID 8. POPKIN (DBPIUSPS-104-113) 

DBPNSPS-109. Please refer to your response to DBPNSPS-76 subpart a. [a] 
Please confirm, or explain if you are not able to do so, that the March 2, 2001 letter 
does not relate to the processing of return receipts on mail sent to the IRS. [b] Please 
confirm, or explain if you are not able to do so, that the March 2. 2001 letter relates only 
to the processing of the mailpiece itself and special services such as. Delivery 
Confirmation, Signature Confirmation, Certified Mail, and Registered Mail. [c] Please 
advise why the processing of return receipts was not included in this letter. [d] Please 
provide complete details of the "delayed processing of tax returns" as related in line 1 of 
the letter. [e] Please provide complete details of the "negative publicity" as related in 
line 2 of the letter including copies of any newspaper and other articles that are 
available. [fl Please provide sample copies of PS Forms 3883 and 3833 as referred to 
in the letter. 

RESPONSE: 

[ac] Not confirmed. The letter specifically states that "[plostal employees must provide 

the appropriate service indicated on each IRS mailpiece." Many of these pieces 

indicate return receipt service. Moreover, a reference to proper processing of certified 

mail is generally understood to include proper processing of the return receipt 

[d-e] See the OIG audit report in library reference J-172, and the attachment to 

interrogatory DFCIUSPS-118 in Docket No. R2000-1. 



1890 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBPNSPS-104-113) 

DBPIUSPS-109. (CONTINUED) 

RESPONSE: 

[fJ The reference to Form 3833 should be to Form 3883. A copy of Form 3883 has 

been provided previously in this docket, in my response to OCNUSPS-T36-2(1). 
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REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. WPKIN (DBPNSPS-104-113) 

DBPIUSPS-110. Please refer to your response to DBPNSPS-76 subpart b. Please 
confirm, or explain if  you are not able to do so. that the three Postal Bulletin pages 
provided relate to the proper use of labels that are privately printed by mailers for use 
on their outgoing mail and provide no information on the delivery procedure of 
accountable mail or on any phase of return receipts. 

RESPONSE: 

Not confirmed. Proper barcodes on the accountable mail labels are directly connected 

to proper delivery procedures and the ability to electronically capture the delivery 

record. The Postal Bulletin pages do not relate to return receipt procedures, however. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF DAVID B. POPKIN (DBPNSPS-104-113) 

REDIRECTED FROM THE POSTAL SERVICE 

DBP/USPS-111. Please refer to your response to DBPIUSPS-79 subparts a and b. [a] 
Please explain at what point an Electronic Return Receipt service obtained over the 
Internet for $1.30 gets converted into an Internet request for a Return Receipt aHer 
mailing for $3.25. [b] How late aHer the mailing of the original rnailpiece may a mailer 
request an Electronic Return Receipt service obtained over the Internet for $1.30? [c] 
Please advise the type of information that will be provided by the Postal Service in each 
of these two services. 

RESPONSE: 

[a] An electronic return receipt is a separate product from a return receipt after mailing 

and thus is not "converted" into a different product. 

[b] An electronic return receipt can be requested over the Internet within 6 months of 

mailing. 

[c] An electronic return receipt and a return receipt after mailing would provide the 

same information however via different formats. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 

REDIRECTED FROM THE POSTAL SERVICE 
INTERROGATORIES OF DAVID B. POPKIN (DBP/USPS-104-113) 

DBPIUSPS-112. Please refer to your response to DBP/USPS-79 subpart c. [a] 
Please provide a draft of the proposed procedures. [b] If the procedures have not 
been determined yet, please provide the details of how you determined that the service 
will require a $3.25 fee. [c] I am looking for a narrative, as opposed to the regulations, 
of the steps that a mailer and the postal employee will take in providing this service in 
each of the two methods so that a comparison may be made of the costs involved 
including those steps that require employee time and an indication of the time spent. 
Providing a manual return receipt after mailing seems to be far more labor intensive 
than the same selvice provided over the Internet and I would like the data to investigate 
this. 

RESPONSE: 

[a] Specific operating procedures have not yet been drafted. 

[b] Please see my testimony, USPS-T-36, at pages 55-57 for the fee development and 

pricing criteria for return receipts after mailing. 

[c] The detailed cost estimates presented in USPS-LR-J-135, Return Receipts 

Workbook, Worksheet C-4 allow a comparison of the costs involved for each of the two 

methods. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCIUSPS-T36-1-4) 

DFC/USPS-T36-1. Please provide all facts, information, and documents of which 
you or the Postal Service are aware that describe problems with the quality of 
certified mail service. This interrogatory specifically includes problems with 
delivery of certified mail to large-volume recipients. This interrogatory also 
specifically includes responsive media reports of which the Postal Service is 
aware. Documents dated prior to January 1,1996, do not need to be produced. 

1 

RESPONSE: 

Please see the Postal Service’s response to USPS/DBP-102, Attachment 1 to 

DFCIUSPS-118 (even though it was not accepted as an interrogatory), and 

USPS-LR-1-200 in Docket No. R2000-1; along with my responses to OCA-USPS- 

T36-1, 2, and 7, and the Postal Service’s responses to DFC/USPS-1 and 2, in 

this docket. Also see the Notice of United States Postal Service of Review of 

Responses to Interrogatories DFC/USPS-1 and 2, filed October 12, 2001. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF DOUGLAS F. CARLSON (DFCNSPS-T36-1-4) 1895 

DFCNSPST36-2. Please refer to your testimony at page 56, lines 4-5. Please 
provide all facts, information, and documents that support your statement that 
“concerns about unreliable service” for return-receipt service “imply a lower cost 
coverage.” Documents dated prior to January 1, 1996, do not need to be 
produced. 

RESPONSE: 

Information that formed my opinion includes Docket No. R2000-1, PRC Op. at. 

578, my Docket No. 132000-7 responses to DFC/USPS-T39 - 3,4 ,  and 24, and 

DBPIUSPS-T-39 - 102, 131,132,133, 134, 192, and 193. my Docket No. 

R2000-1 testimony - USPS-T-39 at 135, and Docket No. R97-1, PRC Op. at 

577. 
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INTERROGATORIES OF DOUGLAS F. CARLSON (DFCNSPS-T36-1-4) 

DFCRISPS-T36-4. Please confirm that the proposed change to DMCS 5 945.1 1, 
which you discuss in your testimony at page 59, suggests that the electronic 
return receipt will provide the address of delivery, if it is different from the address 
on the mail piece, while your testimony at page 57-58 states that electronic return 
receipts will not provide the address information. 

RESPONSE: 

Confirmed. I will be revising pp. 57-58 of my testimony and this revision will be 

filed shortly. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORY OF DOUGLAS F. CARLSON (DFCNSPS-T36-5) 

DFCNSPS-T36-5. 
a. Please provide the cost coverage for a return receipt after mailing that a customer 
purchases by visiting a retail window at a post office. 
b. Please provide the cost coverage for a return receipt after mailing that a customer 
purchases via the Internet. 
c. Please provide the cost coverage for an eleclronic return receipt that a customer 
purchases at the time of mailing at a retail window at a post office. 
d. Please provide the cost coverage for an electronic return receipt that a customer 
purchases after the time of mailing via the Internet (as witness Nieto described in her 
response to DFC/USPS-T26-4). 
e. Please confirm that the Postal Service proposes a fee of $1.30 for an electronic 
return receipt that a customer purchases subsequent to the time of mailing via the 
Internet (as witness Nieto described in her response to DFC/USPS-T26-4). If you do 
not confirm, please explain. 

RESPONSE: 

a. - b. See my testimony at page 52, line 2, and USPS-LRJ-109. WP-11, page 6 for 

the proposed implicit return receipt after mailing cost coverage. I do not develop 

different implicit cost coverages based on the method of purchase for a return receipt 

after mailing. 

. . - .  - - 

c. - d. See my testimony at page 51, lines 16-18, and USPS-LR-J-109, WP-11. page 6 

for the proposed implicit electronic return receipt cost coverage. I do not develop 

different implicit cost coverages based on the method of purchase for an electronic 

return receipt. 

e. Confirmed. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 1838 

Revised November 7.2001 

OCA/USPS-T36-1. The following questions refer to a United States Postal 
Inspection ServiEe Special Services report, Case No. 040-1 241 887-PA(2) dated 
May 18, 1999, filed in Docket No. R2000-1 as USPS-LR-1-200. 

(a) Since the May 18, 1999, audit. has the Postal Inspection Service or 
any other entity under Postal Service auspices performed any other 
audits, studies, or updates on any Postal Service special service? If so, 
please provide a copy of any report or other document prepared as a 
result of such audit, study, or update. 
(b) Have the problems been resolved at the three District offices and five 
plants identified in USPS-LR-1-200 as having ongoing problems in their 
facilities with Certified Mail in relation to callers with direct holdouts 
receiving their certified letters without signing for receipt of the items? If 
so, please explain how each problem was resolved. If not. please explain: 

(1) why the problem continues to exist; 
(2) the volume of Certified Mail impacted in FY 2000 and in PI 
2001 ; and 
(3) when each problem will be resolved. Provide specific cites to all 
source documents referenced in preparing your response and 
include a copy of each source document if one has not been 
previously filed in this docket. 

(c) As noted in USPS-LR-1-200. customers received certified letters 
without signing for them. Does this problem continue to exist? I f  so, 
please explain why it persists, the conditions under which it occurs and 
provide the volume of Certified Mail impacted for FY 2000 and FY 2001. If 
the actual volume of Certified Mail impacted is unknown, please provide 
an estimate for FY 2000 and PI 2001. If the problem does not continue to 
exist, please explain when and how the problem was resolved. Provide 
specific cites to all source documents referenced in preparing your 
response and include a copy of each source document if one has not 
been previously filed in this docket. 
(d) As noted in USPS-LR-1-200, at 18, "plant managers were concerned 
that Certified Mail was bypassing the facility and going directly to the 
federal and state agencies without being documented." Does this 
situation continue to exist? If so, what volume of Certified Mail was 
impacted in FY 2000 and PI 2001, and why does the situation persist? If 
the situation does not continue to exist, please explain what was done to 
resolve the problem and when the problem was resolved. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 1830 

OCNUSPS-T36-1 (CONTINUED) Revised November 7,2001 

RESPONSE: - 

a. Yes. The Postal Service has identified three responsive audits. One is 

attached to the Postal Service’s response to interrogatory DFC/USPS-1 . 

A second has been filed as Library Reference J-172. A third concerns 

Delivery Confirmation service, rather than the subjects of the May 18, 

1999 audit referred to in the question, and is the subject of the Postal 

Service’s objection Filed October 22. 2001. 

b. To the best of my knowledge, !he problems at the three District offices 

have been fixed. The problems were fixed by instructing the plants on the 

proper procedures for scanning mail pieces into the computers, and by 

providing for appropriate staffing during periods leading up to tax filing 

deadlines. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 19GO 

OCMJSPS-T36-1 (CONTINUED) Revised November 7,2001 

RESPONSE: - 

c. As indicated in my response to (b) above, I have been informed that the 

problems have been fixed. But, it is possible for a certified letter to be 

delivered without acquiring a signature. There is a very small chance that 

the taggant detector on a barcode sorter does not detect and extract the 

mailpiece from the Delivery Point Sequenced (DPS) letter mail, or the 

carrier does not see the certified mail letter when fingering the DPS mail to 

check for certified mail. The Postal Selvice does not measure how much 

certified mail is delivered without obtaining a signature. 

d. Not to my knowledge. The problems were addressed by instructing the 

plants on the proper procedures for scanning mailpieces into the 

computers, and by providing for appropriate staffing during periods leading 

up to tax filing deadlines. 
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INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCNUSPS-T36-2. The following interrogatory refers lo Certified Mail delivered 
to either a federal, state or local taxing authority. 

(a) When Certified Mail is delivered in bulk to a state, federal or local 
taxing office, please indicate how the Postal Service currently ensures that 
the appropriate signatures are obtained. 
(b) If signatures for Certified Mail are not obtained at the time of delivery, 
please explain why not. 
(c) Please identify and provide a copy of the form or forms used by the 
Postal Service to obtain a signature for the delivery of a single Certified 
Mail piece. 
(d) If multiple Certified Mail pieces are delivered to a federal, state or local 
taxing authority on a given day (i.e. during the annuaVquarterly tax retum 
filing season), does the carrier record each Certified Mail piece on a postal 
service form and obtain the appropriate signature at the time of delivery? 
If not, please indicate what procedures the carrier currently follows and 
estimate the volume of Certified Mail delivered in bulk to a taxing authority 
in FY 2000 and in FY 2001. 
(e) If signatures for Certified Mail are not actually being obtained at the 
time of delivery, please explain why not. 
(f) Please identify and provide a copy of each form used by the Postal 
Service to obtain a signature for delivery of multiple Certified Mail pieces. 

RESPONSE: 

a. The delivery unit employee first sets the Mobile Data Collection Device 

(MDCD) scanner to the “create firm sheer mode. Each certified mail label 

barcode on each mailpiece is then scanned. When the scanner is placed 

in the cradle of the print workstation, a Firm Delivery Sheet, Postal Service 

(PS) Form 3883A, is printed out listing each scanned certified mailpiece. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OC A/U S PST36-1-18) 

OCA/USPS-T36-2 (CONTINUED) 

RESPONSE: 

a. (continued) 

The Firm Delivery Sheet also has a barcode at the top electronically 

identifying the listed items. In the event the delivery unit is not equipped 

with a print workstation, the same scanning is completed in the "create 

firm sheet" mode and the certified numbers will be manually written on a 

preprinted PS Form 3883. The PS Form 3883, like the PS Form 3883A. 

also has a barcode at the top representing the listed items. This barcode 

is linked to each of the certified mailpieces. The carrier then takes the 

Forms 3849 and 3883 or 3883A, along with the certified mail, for delivery. 

During the delivery of the certified mailpieces. the tax off ice representative 

verifies that the Forms 3883 or 3883A match the mail being delivered. 

Because the Forms 3883 or 3883A list the pieces in the order that they 

are presented, the verification process is easy. The carrier then obtains a 

signature or an approved signature stamp from the tax office 

representative on the PS Form 3849, Delivery NoticelReminderlReceipt. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

OCAlllSPST36-2 (CONTINUED) 

RESPONSE: 

a. (continued) 

(The customer is provided a copy, but does not sign either the PS Form 

3883 or PS Form 3883A.) After the signature is obtained, the carrier 

scans the barcode on the PS Form 3849, as well as the barcode on the 

PS Form 3883, thereby electronically linking the items listed on the PS 

Form 3883 with the signature on the PS Form 3849. 

b. Aside from human errors, there is no reason for not obtaining a 

signature at the time of delivery for certified mail. 

c. PS Form 3849 (attached) is used to capture signatures for up to five 

certified mailpieces. 

d. Yes. See my response to (a). 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-1-18) 

OCA/USPS-T36-2 (CONTINUED) 

RESPONSE: 

e. See my response to (b). 

1. See PS Form 3883 (attached) and my response to (c). 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCNUSPS-T36-3. The following excerpt comes from the IRS Publication 17, 
entitled "Your Federal Income Tax," for 2000 returns. "Your paper return is filed 
on time if it is mailed in an envelope that is properly addressed and postmarked 
by the due date. The envelope must have enough postage. If you send your 
return by registered mail, the date of the registration is the postmark date. The 
registration is evidence that the return was delivered. If you send a return by 
Certified Mail and have your receipt postmarked by a postal employee, the date 
on the receipt is the postmark date. The postmarked Certified Mail receipt is 
evidence that the return was delivered." 

(a) Are you aware of this IRS Publication 17 statement? 
(b) Given the IRS statement, do you agree that neither Delivery 
Confirmation nor return receipt is necessary to prove the filing date of an 
IRS tax return? 

RESPONSE: 

a. I was not aware of this statement until it was brought to my attention by 

this interrogatory. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

OCA/USPS-T36-3. (CONTINUED) 

RESPONSE: 

b. I am not an attorney, but it appears from the IRS statement in 

Publication 17 that registered mail or certified mail (with the receipt 

postmarked by a postal employee), as stand-alone services, can provide 

evidence of delivery instead of Delivery Confirmation or a return receipt. I 

do not know if Delivery Confirmation or a return receipt might also be 

useful in a dispute with the IRS about whether a tax return was received. 

Delivery Confirmation or a return receipt also can provide peace of mind 

for a taxpayer who wants to know whether a tax return was delivered. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

OCA/USPS-T36-4. For Certified Mail, please provide by fee category. the 
number of transactions and reported revenue generated by product sales during 

If you are unable to provide actual data, please provide an estimate. Provide 
cites to all source documents used in preparing your response and include a 
copy of each source document referenced if one has not been previously filed in 
this docket. 

(a) April 1, 2000 to April 15, 2000 and 
(b) April 2, 2001 to April 16, 2001. 

RESPONSE: 

a. I am providing transactions and revenue for return receipts by fee 

category for accounting period 8 of N 2000 covering the period from March 25 

through April 21, 2000, the closest period to the requested date range. This 

information was obtained from the Revenue, Pieces, and Weight (RPW) system. 

The documentation for RPW is provided in Library References J-16, 18, 19. 20, 

21, and 22. 

Fee Cateaory Pieces Revenue 

Certified Mail 24,065,236 33,446,402 

USPS Certified Mail 29,916 0 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCARISPS-T36-1-18} 

OCAIUSPS-T36-4 (CONTINUED) 

RESPONSE: 

b. 1 am providing transactions and revenue for return receipts by fee 

category for accounting period 8 of PI 2001 covering the period from March 24 

through April 20, 2001, the closest period to the requested date range. This 

information was obtained from the Revenue, Pieces, and Weight (RPW) system. 

The documentation for RPW is provided in Library References J-16, 18, 19. 20, 

21, and 22. 

Fee Catesory Pieces Revenue 

Certified Mail 26,902,623 50,879,638 

USPS Certified Mail 24,053 0 
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RESPONSE Of POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

OCAIUSPS-T36-5. For return receipts, please provide by fee category, the 
number of transactions and reported revenue generated by product sales during 

(a) April 1, 2000 to April 15, 2000 and 
(b) April 2,2001 to April 16, 2001. 

If you are unable to provide actual data, please provide an estimate. Provide 
cites to all source documents used in preparing your response and include a 
copy of each source document referenced if one has not been previously filed in 
this docket. 

RESPONSE 

a. I am providing 3 ictions and revenu for return receipts by fee 

category for accounting period 8 of N 2000 covering the period from March 25 

through April 21, 2000, the closest period to the requested date range. This 

information was obtained from the Revenue, Pieces, and Weight (RPW) system. 

The documentation for RPW is provided in Library References J-16, 18, 19, 20, 

21, and 22. 



RESPONSE OF POSTAL SERVICE WITNESS M A Y 0  'I L 

(OCNUSPS-T36-1-18) 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCh 

OCA/USPS-T36-4 (CONTINUED) 

RESPONSE: 

b. I am providing transactions and revenue for retum receipts by fee 

category for accounting period 8 of FY 2001 covering the period from March 24 

through April 20, 2001, the closest period to the requested date range. This 

information was obtained from the Revenue, Pieces, and Weight (RPW) system. 

The documentation for RPW is provided in Library References J-16, 18, 19. 20, 

21, and 22. 

Fee Cateaory Pieces Revenue 

Certified Mail 26,902,623 50,879,638 

USPS Certified Mail 24,053 0 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCA/USPS-T36-5 (CONTINUED) 

RESPONSE: 

a. (Continued) 

Fee Cateqory 

Basic Return Receipts for Registered 

Basic Return Receipts for Insurance 

Basic Return Receipts for Certified 

After Mailing for Registered 

After Mailing for Insurance 

After Mailing for Certified 

Return Receipt for Merchandise 

USPS Return Receipts 

Pieces 
207,537 

126,057 

20,534,220 

0 

0 

273,338 

147,566 

33,330 

Revenue 

259,421 

157,248 

25,527,507 

0 

0 

1,913,369 

206,593 

0 

b. I am providing transactions and revenue for return receipts by fee 

category for accounting period 8 of FY 2001 covering the period from March 24 

through April 20, 2001, the closest period to the requested date range. This 

information was obtained from the Revenue, Pieces, and Weight (RPW) system. 

The documentation for RPW is provided in Library References J-16, 18, 19, 20, 

21, and 22. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCA/USPS-T36-5 (CONTINUED) 

RESPONSE: 

b. (Continued) 

Fee Cateaory 

Basic Return Receipts for Registered 

Basic Return Receipts for Insurance 

Basic Return Receipts for Certified 

After Mailing for Registered 

After Mailing for Insurance 

After Mailing for Certified 

Return Receipt for Merchandise 

USPS Return Receipts 

Pieces 
145,741 

106,446 

22,008,485 

0 

0 

377.855 

88,069 

163.051 

Revenue 

21 8,600 

159,669 

32,98881 3 

0 

0 

1,322,494 

206,359 

0 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCNUSPS-T-36-6. In your testimony at 24, you state, "Certified mail is an ideal 
vehicle for customers wishing to send mail. It is used frequently by law firms, tax 
municipalities, police departments, banks, mortgage institutions and real estate 
companies for important documents." Also, you note that in FY 2000, 84 percent 
of all Certified Mail articles had return receipts attached to them. 

(a) Please provide the derivation of the 84 percent figure you reference. 
Provide cites to all source documents used in preparing your response 
and include a copy of each document referenced if one has not been 
previously filed in this docket. 
(b) For FY 2000 and PI 2001, please provide an estimate of the total 
transactions and the revenue generated by Certified Mail pieces sent to 
each of the following: 

(1) a federal, state or local taxing authority; 
(2) law firms: 
(3) police departments: 
(4) banks; 
(5) mortgage institutions: and 
(6) real estate companies. 

Provide specific cites to all source documents used in preparing your 
response and include a copy of each source document referenced if one 
has not been previously filed in this docket. 
(c) For FY 2000, of the 84 percent of all Certified Mail articles that had 
return receipts attached to them, how many of them did not receive the 
required recipient signature? 

RESPONSE: 

a. The 84 percent was arrived at by taking the number of return receipts 

(228,370,704) divided by the total certified volume (271,290,408). These 

volumes are in the FY 2000 certified mail billing determinant in LR-J-98. 

b. The Postal Service does not collect this type of information. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

OCNUSPS-T-36-6 (CONTINUED) 

RESPONSE 

c. I do not know how many, if any, r t  x n  r e a  - I  attached to c 

mail did not receive the required recipient signature in PI 2000. 

tifie, 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCA/USPS-T36-7. The following refers to an advisory report issued May 2,  
2001 by Nicholas F. Barranca, Vice President, Opsrations Planning and 
Processing regarding Certified Mail Observations at the Los Angeles Processing 
and Distribution Center (Report Number AC-MA-01-002). 

(a) Please identify each and every Processing and Distribution Center 
(P&DC) that has scanning equipment that is not compatible with the 
Signature Capture Program. Include in your response the volume of 
Certified Mail impacted by the lack of compatible scanning equipment 
during FY 2000 and FY 2001. Provide specific cites to all source 
documents used in preparing your response and include a copy of each 
source document referenced if one has not been previously filed in this 
docket. 
(b) For each P&DC that employs the old scanning equipment identified in 
part "a" of this interrogatory, please explain whether or not the P&DC 
currently participates in the Signature Capture Program. 
(c) For each and every P&DC that does not currently participate in the 
Signature Capture Program, please explain why the facility is not 
participating. Also, if the reason for not participating in the Signature 
Capture Program is due to the lack of apprcpriate equipment or the lack of 
appropriate equipment links, please identify when the problem of 
incompatible equipment links with the national database will be resolved, 
and how the resolution will be accomplished. If no resolution is expected, 
please explain why none will be achieved. Include in your response the 
volume of Certified Mail impacted in FY 2000 and FY 2001. 
(d) Please identify each and every non-P&DC unit that currently handles 
Certified Mail and uses the "old scanning equipment" that is incompatible 
with the Signature Capture Program. Provide specific cites to all source 
documents used in preparing your response and include a copy of each 
reference used if one has not been previously filed in this docket. 
(e) Referring to part "d" or this interrogatory, for each and every non- 
P&DC that does not currently participate in the Signature Capture 
Program, please identify: 

(1) when the problem of incompatible equipment links with the 
national database will be resolved, and 
(2) how the resolution will be accomplished. 

If no resolution is expected, please explain why no resolution will be 
achieved. Provide specific cites to all source documents used in 
preparing your response and include a copy of each source document 
referenced if one has not been previously filed in this docket. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-1-18) 

OCA/USPS-T36-7 (CONTINUED) 

(f) For each year, FY 2000 and N 2001, please provide the number of 
Certified Mail transactions and the revenue impacted by using "old 
scanning equipment" that was not linked to the national database. 
Provide specific cites to all source documents used in preparing your 
response and include a copy of each source document referenced if one 
has not been previously filed in this docket. 

RESPONSE: 

The May 2 report was issued by the Office of the Inspector General, not Nicholas 

Barranca. 

a. - f. I am not aware of any processing centers with scanners that are 

not compatible with the signature capture program. The equipment cited 

in the OIG report is not equipment used for signature capture. The 

equipment identified is older computerization used for preparing firm 

sheets prior to the implementation of signature capture. All P&DCs 

currently participate in the signature capture process and have compatible 

equipment for this operation. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OC N U  S PS-T36- 1 -1 8) 

OCNUSPS-T36-9. Docket No. R2000-1, USPS-LR-1-200 at 3 states, "Prior 
Postal Inspection Service investigations and audits have determined the 
customer IS often confused between the definitions of registered, certified and 
insured mail." Since Docket No. R2000-1, what steps has the Postal Service 
taken to better inform customers of the differences between each of the three 
services? Provide specific cites to all source documents used in preparing your 
response and include a copy of each source referenced if one has not been 
previously filed in this docket. 

RESPONSE: 

The Postal Service has published Publication 370 "Extra Services" which 

provides a simplified explanation for each special service mentioned. (See 

attached copy.) Also, definitions of these special services are located in the 

shipping information section of the Postal Service's website, www.usps.com. 

Many post offices have new menu boards and in-store messaging that 

distinguishes between those services that "confirm" delivery and those services 

that "secure" delivery. Finally, the Postal Service has created a Hispanic website 

on wrw.usDs.com which includes a segment with simple definitions for special 

services. 
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For Convenience and Peace of 
Mind-Easily and Economically 

You can add value to the way you send or get 
your mail with a variety of our extra services. 

For example. y w  can arrange to pick up your 
mail-rather than hava it delwered-if th is is 
more convenient for you. 

You can have stamps mailed to you rather than 
going to a post office to buy them. You can also 
obtain other mailing services frum your home 
or office. 

You can nR easier about your mailings with 
documentation of mailing and delivery, plus the 
security of IOW-COR insurance and regishy. 

You can save time by filling out the forms you 
need to use for these sewices before you go to 
the window. Most of the forms are available in 
the port office lobby. 

HWZ are thc basic- 
under the benefm they provide. 

We&, grWped 

Getting a Receipt 
‘Aeceipb of purchase are available ar no - Your retail clerk can provrde them 

e m  c h a w  

Getting Proof You Sent It 

Certificate of Mailing 
Form 3817 
DO you need proof that p u r  item 
was maded, Use a Cwtificare of 
Madng Here3 how 

use m 381 7 a? the nme of mailing 
rn Fee 6G-z m addfrm 10 regular postage 



. 

Cerrification le& you know thatwr 
item was maile6-and that if was 
received Here's what you need fo do: 

Complete Form 38W 
* Affx 16 numbered mckw to p u r  

A receipt IS prowded provrci 3- 

mat's d / / p J  haw to do 

* C&ey record IS kept . * e  rs fw mer~hdrmrse ony . Available wrh fhoniy M a , / , ~ w g l e p i ~ e  Standard 
MI/. P m e i  Rxc- Bound Fnnred M a m  Spectar 

.ke I t 4 0 i n a W i h o n t o p m a g e a n d o ~ f e e s  

-,. ,IL :r*. ..a. /.I. .:.. ,,,- w. ,n.. ,... 
! 

j 
!1 

madpiere 

Item was mailed and sews ai 

Stdnddid &fad dnd bhv Mal/ 

at  me of madiry, cf 17.00 if aftw & orne of mahy 
record of 15 de /my  

Delrvwy remrd is kept at  the Getting Proof They Got It 
ddd-3 POSt Otke 

i Fee: I I .  40 in addmn to regular postage 
0 Avadabfe for Fim-Class Mairand pnonry Mail'. 

I 

Form 381 1 
A rehlrn m P m f  k=s K*, 

(0 whom an rtwn wm 
de/&. R a b  k5 you 
know rhe ddrvwy &re 

I 
Recorded Delivery 
(international) 
Forms 8099,2865 L 
Jhs seMCe--avadable on4 to c m i n  
counties-provKks a mepf of mai/Iry 
for kttefs and mfr p3ckages and a ! haemdodo. 
recMd of ddivery. whkh is kept at the 
desfinanonpOstofice. Here's ivhar w , . compkteFam 3 8 , ,  af .,._ 

cf Fam 381 7-A i f a h  rhe ome I. .._.... need to do: - Complete Form 8099andp.d- 4 Mrk mad wth "Remrn Recept Requested' 

Request a return receipt by 

fee: check w'th ywr  local post 

1 
on ywr mailpiece - place -r addres~ and to the 

cwnplebnq Form 2865 

office fm the cost of this m e  

nghf of the return dwms 

i 
S 
5 
I 

Return Receipt for ' I  

i 



I Delivery Confirmation prowds indemnify for the ksef of me m a l  value of rhe I 

i 

amcle ar the time of rnai 
conrenu m tP =-"A ' This new servlce leis you find out the date your 

item was delivered artempied, forwarded or 
returned by making a toll-frfe phone call or 
visiting our websire Reaisterpd Mail I 

.. 
I 

If applies to hioriry Mail,."parCeI b s f :  Bound 
Printed Maner, library Mail and 5peoni 
Standard Marl. 

Delivery Confirmation: 

Uses  a barcode to confirm delwery 
Gives the customer the date of delivery or 
attempred delivery Of appropriate) 

Regarwed mailFfDW& 
was mailedanda rxcfd 

, reoprenrs post ofke. 

The fees vary according to class of mail and whether 
,r IS purchased at  a post offrce (retaril or rhe mailer IS 
certified to submir an elenr&w manrfest (elmionic) 

For Extra Peace of Mind 

Postal insurance 
Form 3813-P 
Express Mail" shipmenu: 

*Aufomatically insured for $500 h 
merchandise and document reconsrrmion 

EXrra msurance. up to 65.000. IS available for: 

Merchandise. for an additional fee 

In every care you will recefve a: 

Receipt B v e  unfit rhe article mailed % accounted rOr) 
Delrwry recard for items insured for over IS0 w// 
be kept at addressee's post office. 

Bulk Mail Insurance 

I 

COD Mail - Mal/ insured fw - f' Bulk mail insurance is available for mail fhaf is entered 
rn designated fddities, in a manner prescribed by the 
mml Ssrvice, and/or mail sent under me foNomriy 

+ --- 
Fee: 12.75 in addition to pow 

I A refurn wept m y  aka be re~uestea as described 
prevroOsl)l l3emi/shouMbemarked-f7esmcted 
D e l w ' a b o w  the addm and to rhe rght of fhe 
return add- 

classifcation Xheduk . Firs-Class MaiPPnonty Marl- and Standard Ma 
parcel shippers who utilize an approved man~fes 
mailing system I *Fee conranyourloralpostofice 

* See Fublmrion 99 for more mformarnon 
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Claims for Loss 
or Darnaae 

100 

You may file a claim for 
cornpensation for damage oi 
low of. . insured Mail . Insured Registered Mail - insured Intemaaonal Mail . Expres Mail" 

COD Ma/  

For domestic claims: 

Complete Form 1003 
W~esent at post offce along with 

- Damaged mail packaging and container 
- Onginal mailing rKeipt 
- Proof of value 

for lost insured mail. p r w f  of !us must be esrablished 
i% postal Service will provide guidance for this procedure. 

For international mail, a5k for Publication 122-A, 
Customer Guide to Filing Inquiries and Claims on 
International Mail. 

Special Attention for Mail 

Special Handling 
This service is for parcels wirh unusual contents-such 
as honeybees or live poultry-fhdt need special attention 
in transit and delimy it should not be used in place of 
insured or rqi*red mail for valuable, fiagik or 
implaceable items 

Speoal handling mail is: . Wrapped in dinhcni€ sack; and ContainWS to set 

-placed onboard rmdrs lastand offfoaded rim 
9 Available for Standard Marl prc& on& 
* AvaIM/e for both inlemational and 

It apart from other mail 

domestic destinations 

.". j _  -.. * =.p: . ..;. . .  . 

Sending Money or Goods 

Money Orders 
Money orders can be 
purchased wrth either 
cash or trade13 
check at a n y p  
Office In the U.S. and 

i t s  po-ns. A lost or stolen money order may be 
replaced u p  presentation of meipt. 

* Maximum amount of a money order is 17w . Multifles up m a daiiy total o f  1 l0.W may be 
boughtjdenofcabon and infamation required fw ' pKb%-SOoVerS3,0M) 

1 D o m c r t i c M o n e y O ~  . Valid for an unlimited period 
Can be cashed at posr ofice or bank In rhe U.S. and 
l t r  possesions 
~ee:  aou 

International Money Orden 
There are h o  t y p  of international money orders 

D i m  infwnational portal Money Order 
Fee: 13.w . Standard lntemational Itmal Money Order 
Fee: 68.50 

Not all international money orders are accepted in 
all cwnm'es. Ask at yuurpost office a b u t  wh*h one 
m send. 

Col/ect on Delivery (COO) 
Merchandise (up to $600) you have mde& fmn a 
retailef can be sent COO a r p u r  wum. To do thh, 
pay the letter cams who make the del-: 

- With a check payable m rhe sendw 

Merchandise Return Service 
This is a conwnime m d e d  to yw by a growing 
number of retai& who deliver orders by mail. If you wsh 
to return a purchase, 

.Affix the special label that accompanies the ordm 

t 
1 ' i n c b  

, 
, 

Drop the parcel in the mail 
Fee: ponage is paid by the retailer 
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Ease and Convenience your local post office can give you the locations of 
self-service postal centers in your community 

EASY STAMP 

picking Up Your Own Mail 
having to go to the 
EASY STAMP ways to 

Post Office Box Service 
Form 1093 

- .~ . 

? l i s  m c e  makes it easy f o r p u  

office lobby is open. 

At some faciliris, access is available 
24 hours a day. You have a choice 

sizes. To obtain this service. 
simply 

to pKk up mail WheWvW yWr post 

* Fee: no addinonal charge . Complete Form 1093 
* Submit the form at anypmt o R e  wndav 
ke: depmdmt on the type of facflity and sfze of box 

Stamps by Phone delivers your stamps within I 5 business days For this serv;ce. srmply: 

0-782-5724) 

or Amencan Express 
iall semice charge 

Stamps on Consignment may be found a t  ceRam I supermarkets, bnks and other retailers These outleu 
normally offer you - flrst-c/as Mairpstage stamps 
* Exprerc Mail-postage stamps 

Pnonfy Mailmpstage stamps 
Fee no additional charge 

Caller Service 
Form 1093 
use this m e  if you regula* ~EC~IW more mail than the 
lagest box in your post office wll hold You can pck up 
mail at a post office call wndow or Wing dcxk when 

= Complete Form lo93 . Submit ~f at any post ofrice wndow 

uleoffkeisopen HWerh0w 

Stamp Collecting 
Dostid Centers 

. -. .. . . . -. . . .-.-..ms such as malts, popular 

The United S w t s  postal Semce maintains a special 
oqanuation to provide SwVKes and prcdum to stamp 
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7 days a week 

stamp iswes are also available 
I 9 Regular lerter serwce fromWr&stofticeatvanous bmes throughout tkwi 



Special Services Fees 
Speoai Handihg 
MiphI k' 

$5 40 
7 50 

Not m01t lhan :O wundz 
MOW than '0 paundr 

Reg,rfcred Marl 
w r e d  V d y .  Fee. 

IO W 10 SlW ( w d o u l  #nrurancel . . . . . .  16 W 
$0 W Io 1100 (with nruance) . . . .  6 20 
IW.01 10 5W . . . . . . . . . . . . . . . .  675 
500.01 IO 1.m . . . . . . . . . .  . . . .  736 
1.m01l02.m . . . . . . . . . . . .  7 as 
z.00001l03.m.. . . . . . . . . .  . . . . . . . . . .  8.40 
3.WOl 104.000 . . . . . . .  . . . . .  8.95 
4.0000110s.wO. . . . . . . . . . . . . . .  9% 
5,00001 t06,WO. . . . . . . . . . . . . .  1005 
6,000.01 10 1.m . . . . . . . . . . . . . . . . .  10.60 
7,000.01 108.W.. . . . . . . . . . . . . . . .  11 1 5  
8.wO~01 to 9 . m .  . . . . . . . . . . . . .  11.70 
9.wO.01 to I0.W . . . . . . . .  . . .  . .  12.25 
I0.000.0I IO I1.W . . . . . . . . . . . . . . .  1280 
11.wo.01 I O  1 2 . m  . . . . . . . . . . . . . . . . .  13.35 
12.wO.01 IO 13.000. . . . . . . . . . . . .  . . .  1390 

. . . .  

13.00001 to 1 4 . W  . . . . . . . . . . . . . . . . . . . . . .  1 4 6  
14.000.01 to 15.W . . . . . . . . . . . . . . . .  15W 
1 5 , M W O l  IO 16.m..  . . . . . . . . . . . . . . . . . . . .  1555 
16.wO.01 lo  17,000. . . . . . . . . . . . . . . . .  16 IO 
17.woo1 Io18,oW. . . . . . . .  16 65 
18.wO.01 IO 1 9 . m  . . . . . . . . .  1720 
19.wO.01 IO 20.000 . . . . . . . . . . . . . . . . . .  17 75 

21.wO.01 1022.wO . . . . . . . . . . . . . . .  18.85 
Z1,wOQl lo23 .wo. . .  . . . . . . .  . . . . .  1940 
23,OWOI lo 24,wO . . . . . . . . . . . .  1935 
24.wO.01 r025,wO . . . . . . . . . . . . . . . . . . . . . . . .  20.50 

2 0 . ~ 0 1  1 0 2 1 . ~ 0  . . . . . . . . . . . . . . . . . . . .  1830 

AdBtnrul ?%e3 f0l.m V a l U d a v O S O m  an f0l handing + 
12S.wO.01 lo1I.WO.wO . . . . . . . . . . . . . . .  12050plurhandling 

~hargeol1055perS:.000orha~ionwwdwfirs1125.WO 

11.~.wO.01 IO I I5 .0W.m . . . . . . . . . .  1556.75 plur handliog 
c h a r g e o l 1 0 . 5 5 p w 1 l . W O o r ~ a ~ o n o v w ~ A m I I . w O . ~  

Over115.wO.WO . . . . . . . . . . . . . . . .  18.256.75plurdddllmal 
barges determned & PMtal S m c e  Cwd a, WR@t space 
advalue 

Special Services Fees 
Post Office BOX FWKm~CpmvwJ*la~dcwnkdm D910 

baz lee p n  raumul16mmh) wad: 

Fee Boxwemike 

A 130.W 146.00 BOW I 1 5 1  W 1261W 
B 2i.W 4103 1O.W 13600 217.W 
C 22.00 32.00 1 7 W  9700 162.W 
D 7.W 12.W 22.00 33.W 52.W 
E 0.W 0.00 0.W 0.W 0.W 

Caller Service 
fusem+a VWMsd plymimmul is..mndl,+ 
Fee- Fee 
L . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . .  n15.w 
8 275.m 
c . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  m.w 
D . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  275.00 

I 2 3 4 I 9 ~~ 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Certificate of Mailing 
C-sCIwm 

I n d i l  ad& limng. per art* . . . . . . . . . . . . . . . . .  .M60 
Dvplirate c w  of Fcm 38 1 7  a miling 1% pr page . . . . . . . .  0.60 
Fmmadiig tx&(kmn 38771, pnamdelatpd . . . . . . . . . . . .  0.25 

C&fied Mail ke* 
I1.W 

Return Rtnipt for Merchandise 
w k. 

l ~ w e ) .  date and addresw's &err (if different) ..... 1 I 40 
Cdiwqrerad . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . l o 0  

Return Receipt 
M ke' 

Recwsted 31 dw urn0 of mailirq M n g  IO whm 
( s q ~ ~ r e ) .  date and a d d r w ' s  address lil differen11 . . . . . . . .  I1 2 5  
RRgumed a h s  mading rho*nrq miv 
to.Nhanaddatedelmed . . . . . . . . . . . . . . . . . . . . . . . . . . . .  703 

Reqwed I time of mailing W n g  fo whOm 

Delivery Confinnation - ke' 

Relail lpur&ared at ielail w m d a l  . . . . . . . . . . . . . . . . . . .  $0~35 
ured KI ConIUrKI iwl  wnh pMn* Mall- 

E h o O X  (certified e h o n r  manifest mailers) . . . . . . . . . . . . . . .  0.00 
urrd in w)umLmwnh Fami Fmt- Bound printed Mane Library Mail 
md rPeaal Slandard M a  

Relad (purdared at retail lumdavl . . . . . . . . . . . . . . . . . . . . . .  .0.60 
Ehm* Icehhed eknonk maniferr maclerr) . . . . . . . . . . . . .  0.25 

1925' 



Special Services Fees 
~xpmss Mairhsurann form a m m i  of mnr)undnr IW~NK~ ifaadm 

I n Y r n C  c o w *  Mild rn' 
$0 01 10 ISW NOW 
sw 01 10 $.OW $0 95 
io, ?ah I I w 01 Irmm IhPIRI! mr Ih 1sw "dm 
Manmum l!&JiUn k+ mrdu*l w: Ism0 
~ ~ ~ k + ~ ~  . S Y D  

Insured Mail 
l m y m C C w e R 9 . ~  kr. 

IO 01 IO IM . . . . . . . . . .. . . . . . . . ...... . ~. $0.85 
5001 io 100 . . . .  . .  . . . . . . . .  . . . . . . . . . . . . . . .  180 
lWOItO2W.. . . . . . . . . .  . . . . . . . . . .  ~ . . . . .  ~ 2.75 
200.01103W.. . . .  ....... ~. . .  ........ . .  . . . . .  . . . .  3.70 
3W.01 io4Do . . . . .  ~. . ... . . . .  .... . . .  .~ . . .  . . . . . .  . . . .  4.65 
m.01 IO 5w . . . . . .  . .  . . . . . . .  ~ . . .  . 5.m 
5W.01 106W . . . . . .  . .... .... .. .. . . .  . . . . . . .  6.55 
6W.01 to 7W ... . .. . . ~ . . . . .  ~. . . . . . .  . .. 7.50 
7W.01 lo8W . . .  . , . . .  ... .. . . ... . . . .  . . ..... 8.45 
8W.01 t o 9 w  ............... ............................ 9.40 
9w.01 IO 1.W .............. ~. . . . . . . . . . . .  ~ . . , . .  ~ . . . . .  10.35 
1.W.01105.W. ........................ ~ . . . .  10.35plUrO.% 
larachlIWahxmnlkedan11.0mm~afd* 
~ l ~ k + n M d n u t S S L W  
M--samm- 

Collect on Delivery KOOJ 
rnam m be r- II nSnmmnn)rdnird m. 

IO.01 to $50 . .  . . ... ...... . . . . . . . .  .......... ~ . ..M.W 
M.01 IO 1w . . .  . .  . .~ . . . . .  . . . .  ..... ..... . . . ~ ~  .. . . . . .  5.00 
lW.01 to 2W , . . . . .  .... . ....... . .  ..... . . . . .  .~ ....... .6.W 
2W.01 10 3m . . .  ..... . . . . . . . . .  ...... 7.00 
3W.01 lo 4W ... ..... . ........ . . . . . . .  ........... 8.W 
m o l l o s W  . . . . . . . .  ~ ............. . . . .  ~ . . . . . . . . . . . .  9.w 
50001 1 O M O . ~  .................... . . . . . . .  . . . . .  ~~ . . . . .  10.00 
Nowe of model iv . . .. . .. .. . . . . . . . . . . . . .. . . . . . . . . . . .. .3.W 
Alleratm of COD & r y s  a 
klgnatlan of new addrnrec . . . . .. . .. . . . . .. . .. . ... .. . . . . .. 3.W 
w k + ~ c r n h m o ~ d i m - m &  

~ . . . ..... . . .  . ....... 

1 Pay 0 o t  8 
- .  1 

1926 

Restricted Delivery k* 
12.75 

Money Orden 
Ianor Fee 

b t a l  r n i l i  monq & r d w  muw 
taa*araumorrrdwnc-um . , . . . .  ...... ~ 10.30 
D a n e t r m o m ) r & r d x m * s m a m n r ~  
m o r , m m b r d a ~ ~ m n r O n m l o y ~ m a ) . .  . . . . . . . . . .  08i 
l"q"irf fee b,d&l ncmuad.wua.ndmonn&~. ~. 2 7i 

Irx-mnlyacrrp- ............................. . .  3.00 

~ r w n r ~ x r ~  . . . . . .  , . . . . . . . . . . , . . . .  . . . .  . 8.50 

Oirm imernahal maq & !dxd *rm mn 0% 

Standard in ternatmi  maq adn (c+& *nh mn o* b 

1 .  .. . -, . 



1927 
RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCNUSPS-T36-IO. The Area Coordination Audit Special Services, May 18, 
1999, Case No. 040-1241887-PA(2) at 3, indicates that post offices "were not 
providing the required level of security required by Postal regulations for 
registered mail." 

(a) Case No. 040-1241887-PA(2) refers to handbook DM-901. If the DM- 
901 referenced in the case differs from the Domestic Mail Manual, DMM, 
please provide a copy of handbook DM-901. 
(b) Has the Northeast "Area" taken corrective action to provide the 
required level of security for registered mail? If so, please identify the 
corrective action taken. If not. please explain why none was taken. 
(c) Are all Postal Service "areas" currently providing the level of security 
for registered mail as required by 'DM-901"? If not, please identify: 

(1) the number of areas out of compliance: 
(2) the number of transactions and the amount of revenue 
impacted and 
(3) the anticipated date corrective action will be taken to bring each 
"area" into compliance with DM-901. Provide specific cites to all 
source documents used in preparing your response and include a 
copy of each source referenced if one has not been previously filed 
in this docket. 

(d) Currently, are all Highway Contract Route drivers signing for 
registered mail as required by DM 901.43? If not, please explain why all 
such drivers are not signing for the registered mail placed in their 
possession. 

RESPONSE: 

a. It is different. A copy is provided in Library Reference J-140. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-1-18) 

OCA/USPS-T36-10. (CONTINUED) 

RESPONSE: 

b. Yes, corrective action has been taken. A review of registered mail 

processing practices was conducted and the proper procedures were 

clarified. It is my understanding these proper procedures are now being 

followed. 

c. I do not know if any areas are out of compliance. However, a new 

training module is currently in development. Once completed, all 

personnel handling registered mail will receive the new training materials. 

d. To the best of my knowledge, all Highway Contract Route drivers are 

signing for registered mail. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-1-18) 

OCA/USPS-T36-11. In FY 2000 and FY 2001, what volume of Certified Mail is 
processed on Delivery Point Sequence (DPS) automation equipment? Provide 
specific cites to all source documents used in preparing your response and 
include a copy of each source used if one has not been previously filed in this 
docket. 

RESPONSE: 

The Postal Service does not collect this type of information. 
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RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-1-18) 

OCNUSPS-T36-14. For FY 2000 and FY 2001, what proportion of Certified Mail 
transactions is delivered to a firm hold out? 

RESPONSE: 

The Postal Service does not collect this type of information. 



1931 
RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCARIsPS-T36-1-18) 

OCA/USPS-T36-15. Please provide an explanation of how a Delivery 
Confirmation mail piece is processed once it is accepted by a local USPS 
window clerk and is destined for a non-local destination. Please include in your 
response an explanation of: 

(a) how the piece is processed on incoming and outgoing equipment; 
(b) where and when the mail piece is scanned, and 
(c) how the information on the final scan is uploaded for “public” viewing. 
Provide specific cites to all source documents used in preparing your 
response and include a copy of each source document if one has not 
been previously filed in this docket. 

RESPONSE: 

a. Redirected to witness Kingsley. 

b. Single piece non-local Delivery Confirmation mail is accepted by a 

retail employee. If accepted at an off ie with POS One or an IRT, the 

piece may receive an acceptance scan as part of the sales transaction. At 

the time of delivery or attempted delivery the mailpiece is scanned again. 

c. The scan information is transmitted from the scanning device to a 

database where it is available for viewing via the Internet Track & Confirm 

page. 



1932 
RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

OCNUSPS-136-17. The following refers to the USPS Delivery Confirmation 
product offering. 

(a) What is the successful read rate for the Postal Service’s initial scan? 
(b) For the initial scan, what is the average time delay between the initial 
scan and the ability of the customer to view the data collected via the 
Internet? 
(c) What is the successful read rate of the Postal Service’s final scan? 
(d) For the final scan, what is the average time delay between the final 
scan and the ability of the customer to view the data collected via the 
Internet? 
(e) Does the Postal Service maintain a database of Delivery Confirmation 
comments andor complaints? If so, please identify the name of the 
database. 
(f) What are the ten most frequently reported complaints made by 
customers regarding the Delivery Confirmation product offering? 
(9) What are the ten most frequently reported favorable comments made 
by customers regarding the Delivery Confirmation product offering? 
(h) Why hasn’t the Postal Service extended the Delivery Confirmation 
offering to First-class letters? 

. 

RESPONSE: 

a. Barcode read rates are 99 percent for items scanned at acceptance. 

b. Data are available at different times depending on the device and the 

location. Downloads of data take place at close of business, at regularly 

scheduled times during the day, or when the handheld scanner is cradled. 



1933 
RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

c. Barcode read rates are 96 percent for items scanned at delivery. 

d. See my response to (b) above. 

e. To my knowledge, no database of Delivery Confirmation complaints or 

compliments is maintained. 

f. To the best of my knowledge, no database is maintained on specific 

issues. 

g. See my response to (9 above. 

h. Redirected to witness Kingsley. 



1934 
RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCA/USPS-T36-1-18) 

OCA/USPS-T36-18. Does the Postal Service have a method of tracking the 
number and types of complaints made regarding Postal Service insurance? 

(a) If so, please identify the system used to track Postal Service 
insurance claim complaints. 
(b) If not, please explain why the Postal Service does not track insurance 
complaints. 
(c) For FY 2000 and FY 2001, please identify the ten most frequently 
reported customer complaints regarding Postal Service insurance. 
(d) For FY 2000 and FY 2001, please identify the ten most frequently 
reported favorable customer comments regarding Postal Service 
insurance. 
(e) Has the Postal Service performed any analysis or prepared any 
reports that addresses the types and number of complaints the Postal 
Service receives about insurance claims? If so, please provide a copy of 
all analyses or reports prepared. If none has been conducted, please 
explain why not. 

RESPONSE: 

The Postal Service tracks complaints regarding non-claim insurance issues 

under the specific issue and not under a general insurance category. For 

example, if there is a complaint about the price of insurance, the complaint would 

be registered under a pricing Complaint category, and not under a general 

insurance category. 



1935 
RESPONSE OF POSTAL SERVICE WITNESS MAY0 TO 

INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 
(OCNUSPS-T36-1-18) 

OCNUSPS-T36-18. (CONTINUED) 

RESPONSE: 

a. The only complaints regarding insurance claims that are tracked are 

those complaints received in the district Consumer Affairs offices. The 

system used to track this "subset" of insurance claims complaints is the 

Consumer Affairs Tracking System (CATS). 

b. Not applicable. 

c. Following are the top listed complaints concerning insurance claims 

from the CATS in 2000 and 2001 identified by the frequency of the 

complaint, with "1" signifying the highest number of complaints and "6" 

signifying the lowest number of complaints. 

1. 
2. 
3. 
4. 
5. 
6. 

Disagree with decision 
Disagree with amount paid 
Processing time too long 
No record 
Process is difficult 
Check not received 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUS PS-T36- 1 9-36) 

OCARISPS-T36-19. (CONTINUED) 

RESPONSE: 

d. The routinely generated reports from the database are scan performance 

reports and Priority Mail (with retail Delivery Confirmation acceptance scan) 

service performance reports. 

t 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPST36-19-36) 

OCARlSPS-T36-19. (CONTINUED) 

RESPONSE: 

d. The routinely generated reports from the database are scan performance 

reports and Priority Mail (with retail Delivery Confirmation acceptance scan) 

service performance reports. 

t 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCMJSPS-T36-19-36) 

OCAIUSPS-T36-20. On the Postal Service's website, at 
"http://www.usps.com/shipping/deIfaq," the Postal Service makes the following 
representation in answering the question "What if I know my package arrived and there 
is still no delivery information available?": "If there are no delivery scans in our system 
and you know your package has been delivered, you can request a refund for the 
Delivery Confirmation fee . A refund of the service fee can be requested if delivery 
information is not available 30 days from the date of mailing." It is also stated that 
"evidence of postage and mailing" will be required for a refund. 
a. How can a mailer provide "evidence of postage" in instances in which the mailer has 
not visited a retail window but has applied stamps to pay for the postage on the 
package and the Delivery Confirmation fee and then deposited the item (assuming it 
weighs less than one pound) in a collection box? Please explain fully. 
b. If mailers are unable to furnish proof of postage because stamps have been used to 
pay the Delivery Confirmation fee, then will the refund be refused? Please explain fully. 
c. List all forms of evidence of postage and mailing that the Postal Service will accept 
that may entitle a customer to a refund. 

RESPONSE: 

a. A mailer would need a postal "round dated" Delivery Confirmation receipt, PS 

Form 152, to provide evidence that the item was mailed and that the Delivery 

Confirmation fee was paid. That receipt would not be available in the 

circumstances you describe. 



1939 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCARISPS-T36-20. (CONTINUED) 

RESPONSE: 

b. The refund of the 40-cent Delivery Confirmation fee generally will not be paid 

absent evidence that the Delivery Confirmation fee was paid and the item was 

mailed. 

c. Evidence of postage and mailing would be a round dated receipt, PS Form 

152 or Firm Mailing Book. 



1940 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCARISPS-136-21. What are the chief reasons for failures to have the delivery 
information on Delivery Confirmation pieces available to customers by the 30th day? 
What steps has the Postal Service taken to rectify such failures? 

RESPONSE: 

The chief reason would be that the scan was not performed. Communication of proper 

scanning procedures is conveyed to the field from the program office at Postal Service 

Headquarters on a regular basis. Each District Office is responsible for monitoring scan 

performance data and reacting accordingly with individual offices. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCANSPS-T36-22. Please fill in the following table for the number of days from date 
of mailing that delivety information was made available to customers in PI 2000. 
Please cite the source for information provided in the table. If the source material is not 
already on file with the Commission, then please provide a copy of the source material. 

Number of Davs Followina Mailinq 

1 day following mailing 

2 days following mailing 

[fill in for each of 3 days - 30 days 
following mailing] 

more than 30 days following mailing 

...... 

Percentaae of Total ReDorted Deliveries 
Under Deliverv Confirmation 

% of total 

Yo of total 

% of total 

Yo of total 

should sum to 100 % 

RESPONSE: 

The Postal Service does not collect this type of information. 



1942 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCARISPS-T36-23. Please fill in the following table for the number of days from date 
of mailing that delivery information was made available to customers in FY 1999. 
Please cite the source for information provided in the table. If the source material is not 
already on file with the Commission, then please provide a copy of the source material. 

Number of Davs Followina Mailinq Percentaae of Total Reported Deliveries 
Under Delivew Confirmation 

1 day following mailing 

2 days following mailing 

Yo of total 

% of total 
...... 
[fill in for each of 3 days - 30 days 
following mailing] 

more than 30 days following mailing 

Yo of total 

Yo of total 

should sum to 100 YO 

RESPONSE: 

The Postal Service does not collect this type of information. 



1943 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCAIUSPS-T36-19-36) 

OCA/USPS-T36-24. Please fill in the following table for the number of days from date 
of delivery that delivery information was made available to customers in FY 2000. 
Please cite the source for information provided in the table. If the source material is not 
already on file with the Commission, then please provide a copy of the source material. 

Number of Davs Followino Delivery 

1 day following delivery 

2 days following delivery 

[fill in for each of 3 days - 30 days 
following delivery] 

more than 30 days following delivery 

Percentaae of Total Reported Deliveries 
Under Deliverv Confirmation 

% of total 

Yo of total 

Yo of total 

...... 

% of total 

should sum to 100 % 

RESPONSE: 

The Postal Service does not collect this type of information. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCA/USPS-T36-25. Please fill in the following table for the number of days from date of 
deliverythat delivery information was made available to customers in FY 1999. Please 
cite the source for information provided in the table. If the source material is not 
already on file with the Commission, then please provide a copy of the source material. 

Number of Davs Followina Delivery 
Under Delivery Confirmation 

1 day following delivery 

2 days following delivery 

[fill in for each of 3 days - 30 days 
following delivery] 

more than 30 days following delivery 

PercentaQe of Total Reported Deliveries 

% of total 

%' of total 

% of total 

. ..... 

% of total 

should sum to 100 % 

RESPONSE: 

The Postal Service does not collect this type of information. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCANSPS-T36-26. After the 30th day following a mailing that includes the purchase 
of the Delivery Confirmation service, does the Postal Service continue to record the 
number of days that have elapsed until the delivery information finally is made 
available? Please explain fully. 

RESPONSE: 

No. It is rare for a scan to be done more than 30 days following a mailing, and 

recording the exact day in the few cases would not be cost effective. 



1946 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCANSPS-T36-27. What was the total number of Delivery Confirmation transactions 
made (either on a fee-paid or no-charge basis) in FY2000 for which a delivery scan was 
never reported? Please cite the source for the information provided. If the source is 
not on already on file with the Commission, then please provide a copy of the source 
material. 

RESPONSE 

For Fy 2000, delivery related scans were obtained on 95.78 percent of Delivery 

Confirmation barcoded pieces with an acceptance record. This Product Tracking 

System information excludes many pieces, such as those pieces entered in a collection 

box. Also, some of the missed scans resulted from problems introduced by customers, 

such as the placement of the Delivery Confirmation barcode on the back of a package, 

or the lack of any barcode. One hundred percent less this number would give you the 

percentage of non-reported scans. If one assumes that this non-scan percentage 

applies to all Delivery Confirmation transactions, then multiplying that percentage by the 

number of Delivery Confirmation transactions in FY 2000 (see USPS-LR-J-109, WP-4) 

would provide an estimate of the number of items for which an acceptance record or 

electronic file was obtained but no delivery related scan was reported. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCA/USPS-T36-28. What was the total number of Delivery Confirmation transactions 
made (either on a fee-paid or nocharge basis) in PI 1999 for which a delivery scan 
was never reported? Please cite the source for the information provided. If the source 
is not on already on file with the Commission, then please provide a copy of the source 
material. 

RESPONSE 

For FY 1999, delivery related scans were obtained on 94 percent of Delivery 

Confirmation barcoded pieces with an acceptance record. This Product Tracking 

System information excludes many pieces, such as those pieces entered in a collection 

box. Also, some of the missed scans resulted from problems introduced by customers, 

such as the placement of the Delivery Confirmation barcode on the back of a package, 

or the lack of any barcode. One hundred percent less this number would give you the 

percentage of non-reported scans. If one assumes that this non-scan percentage 

applies to all Delivery Confirmation transactions, then multiplying that percentage by the 

number of Delivery Confirmation transactions in Fy 1999 (see USPS-LR-J-92, page 25) 

would provide an estimate of the number of items for which an acceptance record or 

electronic file was obtained but no delivery related scan was reported. 



1948 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUS PS-T36- 1 9-36) 

OCARISPS-136-29. What was the total number of requests for refunds of Delivery 
Confirmation fees made by Priority Mail mailers in PI 2000? Please cite the source for 
this answer. If the source material is not already on file with the Commission, then 
please provide a copy of the source material. 

RESPONSE: 

The Postal Service does not collect this type of information. 



1949 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCARiSPS-T36-30. For the total number of requests for refunds of Delivery 
Confirmation fees made by Priority Mail mailers in Fy 2000, 
a. What percentage of requests for refunds was paid? 
b. What percentage of requests for refunds was denied? 
c. What percentage of requests for refunds is pending? 
(Percentages given in answers a. - c. should sum to 100 percent). 
d. What were the chief reasons for denying refunds? 
Please cite the source for these answers. If the source material is not already on file 
with the Commission, then please provide a copy of the source material. 

RESPONSE: 

a. The Postal Service does not collect this type of information. 

b. The Postal Service does not collect this type of information. 

c. The Postal Service does not collect this type of information. 

d. The Postal Service does not collect this type of information. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCAIuSPS-T36-31. What was the total number of requests for refunds of Delivery 
Confirmation fees made by Priority Mail mailers in FY 1999? Please cite the source for 
this answer. If the source material is not already on file with the Commission, then 
please provide a copy of the source material. 

RESPONSE: 

The Postal Service does not collect this type of information. 



1951 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCANSPS-T36-32. For the total number of requests for refunds of Delivery 
Confirmation fees made by Priority Mail mailers in FY 1999, 
a. What percentage of requests for refunds was paid? 
b. What percentage of requests for refunds was denied? 
c. What percentage of requests for refunds is pending? 
(Percentages given in answers a. - c. should sum to 100 percent). 
d. What were the chief reasons for denying refunds? 
Please cite the source for these answers. If the source material is not already on file 
with the Commission, then please provide a copy of the source material. 

RESPONSE: 

a. The Postal Service does not collect this type of information. 

b. The Postal Service does not collect this type of information. 

c. The Postal Service does not collect this type of information. 

d. The Postal Service does not collect this type of information. 



1952 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCAIuSPS-T36-33. On the Postal Service's website. at 
"http://w.usps.codshipping/delfaq," the Postal Service makes the following 
representation in answer to the question "Can I deposit a Delivery Confirmation mail 
piece in a collection box?": "you will not obtain a date stamped receipt (proof of 
mailing)." Will this lack of a receipt preclude a refund at a later time even in instances 
in which the delivery information was not made available 30 days from the date of 
mailing? Please explain fully. 

RESPONSE: 

Please see my response to OCNUSPS-T36-20 above. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCAIUSPS-T36-34. On the Postal Service's website. at 
"http://www.usps.com/shipping/delfaq." the Postal Service makes the following 
representation in answering the question "Can rural letter carriers accept Delivery 
Confirmation pieces from customers on their route if the Form 152 is affixed?": rural 
route customers who give the carrier money to cover the postage and fees may get a 
date stamped receipt for the postage paid. 
a. If a rural customer has already applied stamps for the postage and Delivery 
Confirmation fee before handing the mailpiece to the carrier, can a date stamped 
receipt still be obtained from the carrier? Please explain fully. 
b. If no date stamped receipt is given in the circumstances described in part a. (and 
assuming that delivery information is not made available 30 days from the date of 
mailing), is a refund precluded? Please explain fully. 

RESPONSE: 

a. Yes, a rural carrier can return a postmarked receipt if requested by the mailer. 

b. Please see my response to OCA/USPS-T36-20 above. 
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RESPONSE OF UNITED STATES POSTAL SERVlCFi WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CO NSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCNUSPS-T36-35. On the Postal Service’s website, at 
“http://www.usps.codshipping/delfaq,” the Postal Service tnakes the following 
representation in answer to the question “Can city letter carriers accept Delivery 
Confirmation pieces from customers on their route i f  the Form 152 is affixed?”: city 
route customers cannot obtain a date stamped receipt from a carrier. Will this preclude 
a refund at a later time (assuming that delivery information is not made available 30 
days from the date of mailing)? Please explain fully. 

RESPONSE: 

Please see my response to OCNUSPS-T36-20 above. 



1955 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICEOF THE CONSUMER ADVOCATE 

(OCNUSPST36-19-36) 

OCAAJSPS-T36-36. Has the Postal Service ever considered adopting the practice 
employed in many commercial retail establishments of accepting a customer's good 
faith oral representation that a service paid for has not been provided and paying the 
refund claim based upon such an oral statement? If not, why not? 
a. Do you agree that accepting such oral representations on good faith promotes good 
will on the part of customers? If not, why not? 
b. Do you agree that inflexible requirements concerning proof of postage and mailing 
may engender customer discontent and alienate customers? If not, why not? 
c. If the practice described in the premise of the question has ever been considered, 
what was the outcome of such consideration? 

RESPONSE: 

After checking with others about Headquarters consideration of adopting such a 

practice, I have no knowledge of such consideration. 

a. While relaxed rules on refund procedures might generate goodwill among 

customers receiving refunds, I do not know enough about the practice you 

describe to make an informed opinion. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCANSPS-T36-36. (CONTINUED) 

RESPONSE: 

b. No. I believe that proof of purchase is a common practice when requesting a 

refund, barring extenuating circumstances. I personally would not expect a 

refund unless I provided proof of purchase and/or mailing (if applicable). 

c. Not applicable, to the best of my knowledge. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCANSPS-T36-37. The following question refers to page 44 of your testimony. You 
indicate that "[tlhe proposed fee of $1.30 for unnumbered insurance was developed by 
increasing the per-piece cost of 94 cents by 40 percent and rounding to the nearest 
nickel. The fee for numbered insurance up to $100 was developed by marking up the 
$1 .80 per piece cost by 22 percent and applying a fivecent rounding constraint.' 
(a) Please explain how you determined that a 40-percent markup for unnumbered 
insurance was appropriate. Please explain how you determined that a 22-percent 
markup for numbered insurance was appropriate. 
(b) Please explain why the markups for numbered and unnumbered insurance differ. 
Include in your response an explanation of why the unnumbered markup is 18- 
percentage points higher than the markup for numbered insurance. 

RESPONSE: 

a. - b. Please see my testimony at pages 44-45 where I discuss the pricing criteria for 

unnumbered and numbered insurance. 



1958 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCAILISPS-136-38. Your testimony at page 44 states: 'Insurance provides a very high 
value of service to customers. as these customers can receive reimbursement for lost, 
stolen, or damaged articles." 
(a) Please confirm that the average indemnity for unnumbered insurance is $0.10. If 
you are unable to confirm, please explain. 
(b) Please confirm that the $0.94 test year cost of unnumbered insurance includes the 
$0.1 0 (rounded) average unnumbered indemnity cost. 
(c) Given your pricing proposal, confirm that the average contribution for unnumbered 
insurance is $0.36 ($1.30-$0.94). If you are unable to confirm. please explain and 
provide the correct average contribution for unnumbered insurance. 
(d) Please confirm that the pay-out ratio for the average unnumbered insurance claim 
is approximately 27 percent ($0.10/($0.36+$0.10)). If you are unable to confirm, please 
explain and show the correct ratio. 
(e) Please confirm that the average indemnity for numbered insurance valued at 
$50.01 to $100.00 is $0.19. If you are unable to confirm, please explain. 
(9 Given your pricing proposal, confirm that the average contribution for numbered 
insurance from $50.01 to $100.00 is $0.40 ($2.20-$1.80). If you are unable to confirm. 
please explain and provide the correct average contribution for numbered insurance 
valued at $50.01 to $100.00. 
(g) Please confirm that the pay-out ratio for the average numbered insurance valued at 
$50.01 to $100.00 is approximately 32 percent ($0.19/($0.40+$0.19)). If you are 
unable to confirm, please explain and show the correct ratio. 
(h) Given your pricing proposal, confirm that the average contribution for regular 
numbered insurance from $100.01 to $5000.00 is ($0.40 + $1 .OO for each $100 or 
fraction thereof over $100). If you are unable to confirm, please explain and provide 
your estimate of the average contribution for regular numbered insurance from $1 00.01 
to $5000.00 by $100 increments. 
(i) Please provide the pay-out ratio (as defined above) for each $100.00 increment or 
fraction thereof over 5100 for values 5100.01 to 55000.00. 
(j) Given the low pay-out ratios (less than V3), as shown in parts (d) and (9) of this 
interrogatory, please explain why the fees you propose are not excessive. 
(k) Have you or the Postal Service performed or reviewed any analysis, study or report 
regarding insurance pay-out ratios? If so, please provide a copy of the analysis, study 
or report. If not, please explain why no analysis, study or report has been made. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCANSPS-T36-38. (CONTINUED) 

RESPONSE 

a. Redirected to witness Abdirahman. 

b. Redirected to witness Abdirahman. 

c. Confirmed. 

d. Not confirmed. I am not sure what is meant by the term 'pay-out ratio", how it 

is or should be calculated, or its relevance. Regardless, the mathematical 

calculation of 27 percent is incorrect - it should be 22 percent. 

e. Redirected to witness Abdirahman. 

f. Confirmed. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCANSPS-T36-38. (CONTINUED) 

RESPONSE: 

g. Not confirmed. I am not sure what is meant by the term 'pay-out ratio-, how it 

is or should be calculated, or its relevance. The mathematical result of the 

equation presented appears to be correct. 

h. Not confirmed. There is no uniform per piece contribution for numbered 

insurance over $100 up to $5,000. See Exhibit A of my testimony for the 

average cost per piece in $500 increments for numbered insurance over $100 up 

to $5,000. 

i. I am not sure what is meant by the term "pay-out ratio", how it is or should be 

calculated, or its relevance. 

j. I cannot confirm the pay-out ratios in parts d and g. The fees I proposed in my 

testimony are not excessive, based on the discussion in my testimony on pages 

44-46. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCANSPS-T36-38. (CONTINUED) 

RESPONSE: 

k I am not sure what is meant by the term 'pay-out ratio", how il is or should be 

calculated, or its relevance. I am not familiar with the application of this type of 

ratio in a setting where traditionally cost coverages are used to evaluate and 

analyze product pricing. Therefore, I am unaware of whether or not the Postal 

Service has performed or reviewed any analysis, study or report regarding 

insurance pay-out ratios. 



RESPONSE OF 
TO INTERROGATORY OF 

1362 
' POSTAL SERVICE WITNESS MAY0 
THE OFFICE OF THE CONSUMER ADVOCATE 

REVISED 10f30l01 

OCARISPS-T36-39. Please explain the process a consumer would use to file a claim. 
(Explain in plain English in the same manner used by window clerks when assisting a 
customer in a USPS Post Office.) Please describe in detail how clerks are trained to 
provide this explanation to consumers. 

RESPONSE 

A customer may file a claim at any local post office. Customers must provide all proof 

regarding the claim. The customer completes the appropriate form, and the clerk 

verifies the information for accuracy and verifies the customer's receipts and proof of 

loss. See Library Reference J-144, Sales 8 Services Associate Training, Module 22, 

Claims 8 Inquiry. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/lJSPS-T36-19-36) 

OCANSPS-T36-41. If an insured package mailed from an APO/FPO address is 
destined for a United States address, and is subsequently lost in transit, please explain 
the following: 
(a) Who is liable for reimbursing the APO/FPO postal patron? 
(b) What is the extent of the reimbursement liability? 
(c) Please provide the FY 2000 limit on the insurance liability for mailing from each 
APO/FPO address to the United States. 
(d) At the time of mailing, does the APO/FPO "window clerIC inform a postal patron 
about the maximum reimbursement liability limitations? If so, please provide a copy of 
the "scripP used to inform the postal patron. If not. please explain why no explanation 
or 'warning" about purchasing excessive insurance is provided to the patron. 
(e) For FY 2000 and FY 2001, please provide the volume and revenue generated by 
insurance transactions sold in APO/FPO facilities to patrons for matl sent to the United 
States. Include in your response, the volume and revenue delineated by unnumbered 
insurance and numbered in increments of $50.01 - $100.00 and each $100.00 
increment from $100.01 to $5000.00. 
(9 Does the Postal Service sell insurance to APO/FPO patrons in excess of what a 
subsequent claimant could be paid? (e.g., Selling $5000.00 worth of insurance when 
the maximum reimbursement liability limitation is less than $5000.00.) If so. please 
provide the FY 2000 and FY 2001 volume of transactions and the revenue arising from 
such sales. 

RESPONSE: 

a. The Postal Service is responsible for the reimbursement of any 

adjudicated insurance claim for an item mailed from an APOIFPO address to an 

address in the United States. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-19-36) 

OCA/lJSPS-T36-41. (CONTINUED) 

RESPONSE: 

b - c. Mail from an APOlFPO address to a United States address is 

treated as domestic mail with respect to insurance service. Therefore, the 

$5,000 limit that applies to domestic insurance is the same limit that applies to 

mail from an APO/FPO address to a United States address. 

d. Since the APO/FPO window clerks do not work for the Postal Service, I 

have no knowledge of what these clerks inform their customers. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCARISPS-T36-19-36) 

OCANSPS-T36-41. (CONTINUED) 

RESPONSE: 

e. The data are available in an aggregate number over $1 00, and the 

numbers for 2001 are preliminary: 

PI 2000 Volume 

$0 - $50 653,535 

$50.01 - $100 493,473 

$1 00.01 - $5000 41 9,419 

Ff 2001 Volume 

$0 - $50 465,321 

$50.01 - $100 326,239 

$100.01 - $5000 279.526 

FY 2000 Revenue 

555.505 

888,250 

1,698,826 

Ff 2001 Revenue 

475,532 

635,258 

1,222,104 

f. See my response to subparts b-c above. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-19-36) 

OCAIUSPST36-42. Does USPS postal insurance provide the same type of service ‘for 
military consumers using APO/FPO postal facilities as it does for domestic Post Office? 
If not, what are the differences and how are they explained to the customer? 

RESPONSE 

Yes. See my response to OCAAJSPS-T36-41, subparts b-c. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/lJSPS-T36-19-36) 

OCARISPS-T36-43. The following interrogatory refers to USPS-LR-J-109, WP-5, Page 
2 of 2. Please confirm that the header for column (1) 'FY 1998" should be 'FY 2000". 
If you are unable to confirm, please provide the 'FY 2000" values for column (1) and 
update columns (2) through (8). 

RESPONSE: 

Confirmed. A revision to this workpaper will be filed shortly. 



RESPONSE OF UNITED STATES -TAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF M E  OWCE OF THE CONSUMER ADVOCATE 

(OCANSPST36-44-5 1 ) 

OCANSPST36-44. Please refer to your testimony at page 5, lines 3-34. You identrfy 
the nine rate-rnaking criteria to be considered in determining postal rate and fee levels. 
Please explain the relative weightings you employed for each of the criteria in 
determining the proposed rates for each type of service that you address in your 
testimony. 

RESPONSE 

For each of the special services I have proposed new fees for, all applicable pridng 

criteria are addressed, along with associated significance of each individual criterion if 

relevant, in the respective pricing criteria sections. No 'relative weightings" were used. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCANSPST36-44-51) 

OCANSPs-T3645. Please refer to your testimony at pages 23 to 30. where Certified 
Mail is discussed. 
(a) Do you have any studies of the level of customer satisfaction with Certified Mail? If 
so, please provide them. 
(b) You indlcate on page 26. lines 10-1 1, that the enhancemenl of Certified Mail with 
the ptwislon of Internet access and call center access to delivecy time and data is 
expected to increase customer use of Certified Mail. How much additional usage and 
revenue will the enhancement generate? Please provide complete information on 
estimation procedures. 

RESPONSE 

a. I have been informed that the Postal Service does not have any 

studies of the level of customer satisfactioc for certified mail. 



1970 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFlCE OF THE CONSUMER ADVOCATE 

(OCANSPST36-44-51) 

OCARISPST3645. (CONTINUED) 

RESPONSE: 

b. The difference between the volume in my workpaper and the forecast 

volume for certified mail is the additional estimated volume from the certified mail 

enhancement. as well as volume effects from the proposed electronic return 

receipt and Internet availability of retum receipt after mailing. The workpaper 

volume (USPS-LRJ-109, WP-3) of 302.882.000 less the forecast volume of 

279,412,000 (USPS-LR-J-109, WP-13) results in an additional volume of 

23,470,000. This volume is developed by witness Nieto in Libraly Reference J- 

136. based on market research conducted by witness Rothschild (USPS-T-27). 

This additional volume multiplied by the proposed fee of'$2.30 results in 

additional revenue of $53,981,000. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WIlTJESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCARISPST36-44-5 1 ) 

OCAIuSPS-T3&46. In your testimony. pages 3.1 to 39. you discuss Delivery 
Confirmation. 
(a) At page 33. llnes 3-8. you indicate that Delivery Confirmation data are available via 
the Internet and via telephone number. Do you have any information. studies or 
analyses that m889ure the accuracy ol reported Delhrery Confinnation data? Please 
furnish such studies and the percentage of Deliwry Confirmation deliveries that are 
reported accurately. 
(b) Do you have any studies of the level of customer satisfaction with Delivery 
Confirmation? If so, please provide them and explain how you used them to determine 
Delivery Confirmation fees. 

RESPONSE: 

a. The Postal Service does not have any information. studies, or analyses 

that measure the accuracy of Delivery Confirmation data reported. The 1-800 

telephone number providers monitor the agents' performance as a whole. but not 

specifically for reporting on Delivery Confirmation data. 

b. I have been informed that the Postal Service does not have any 

studies of the level of customer satisfaction for Delivery Confirmation. 



1972 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

( O C A N S P S - T ~ ~ ~ R I  1 ) 

OCANSPST36-47. In your testimony you discuss Insurance on pages 40 to 46. Do 
you have any studies. analyses, or surveys inditing the degree of consumer 
satisfaction with this s e n b ?  If so, please provide them and explain how you used 
them to determine Insurance fees. 

RESPONSE 

I have been informed that the Postal Service does not have any studies. analyses. or 

surveys of the degree of msumer satisfaction for insurance. 



1973 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T3€-44-5 1 ) 

OCA/USPS-T3698. In your testimony you discuss Return Receipts on pages 51 lo 64. 
(a) Do you have any studles, analyses. or surveys indicating the degree of consumer 
satisfaction with the cument services or consumer needs and preferences lor projected 
services? If so, please provide them and explain how you used them to determine 
Return Receipt fees. 
(b) As you recognize on page 56. line 5, there are concerns about unrel i i le service. 
Do you have any studies that quantify the degree to which setvice is unreliable? If so. 
please provide them. 

RESPONSE: 

a. I have been informed that the Postal Service does not have any studies, 

analyses, or surveys of the degree of consumer salisfaction for the current return 

receipt service. 

b. 1 have no studies that quantify the reliability of return receipt service. My 

knowledge of any problems with return receipt service was gained entirely from 

information provided in past rate case proceedings. See my response to 

interrogatory DFCNSPST36-2. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPST36-44-51) 

OCANSPST36-49. In your testimony you discuss Signature Confirmation on pages 
68 to 75. Do you have any studies, analyses. or surveys indicating 
(a) the degree of consumer satisfaction with the current services? . 
(b) consumer needs for projected services? 
(c) consumer preferences foc projected services? 
If the answer to any of a, b, or c above is affirmative. then please provide the studies. 

RESPONSE 

a. I have been informed that the Postal Service does not have any studies, 

analyses. or surveys of the degree of consumer satisfaction for Signature 

Confirmation. 

b.c .  I have been informed that the Postal Service does not have any studies, 

analyses, or surveys of consumer needs or preferences for projected services for 

Signature Confirmation. Witness Nieto estimated the volume of certified mail 

migrating to Signature Confirmation in response to my proposal lo extend 

Signature Confirmation to parcels in the First-class Mail Letters and Sealed 

Parcels subclass. USPS-LR-J-136. Table 9. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 To 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCAAJSPST36-44-51) 

OCANSPS-T3650. Please refer to your testimony at page 89, lines 10-1 1. You 
indicate that many of the special services need to be re-evaluated for redundancy. 
Please indicate M i  services need to be rsevaluated. 

RESPONSE: 

Potential services that could be re-evaluated for redundancy would include certified 

mail, certificates of mailing, return receipts, registered mail, Delivery Confirmation. and 

Signature Confirmation. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPST36-44-51) 

OCANSPST36-51. Please provide any information. quantitative study results. or 
survey results substantiating your statement on page 100 of your testimony, lines 29- 
30, that %e Postal Service has made great strides in improving the overail service of 
both Certified Mail and Return Receipts.' 

RESPONSE: 

Please see my testimony at pages 1 0 0 .  line 30 through page 101, line 13. where I 

describe the proposed enhancements to certified mail and retum receipts. Also, please 

see my testimony at page 25. line 19 through page 26. line 18, at page 27. line 11 

through page 28, line 3, at page 55. lines 1-4, at page 57, line 15 through page 58. line 

10, at page 99, lines 32-37, and at page 103. lines 4-9. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

OCA/USPS-T36-52. The back of the "Insured Mail Receipt," PS Form 3813-P, May 
2000, states that 

Insurance is provided only in accordance with postal regulations in the 
Domestic Mail Manual (DMM) .... The DMM and IMM set forth the specific 
types of losses that are covered, the limitation on coverage, terms of 
insurance, and conditions of payment. 

a. When questions about insurance coverage arise, do window clerks generally hand 
over a copy of the DMM to the potential insurance purchasers to puzzle out on their 
own? If not, how are such questions handled? 
b. Has the Postal Service ever created a plain English, simply written brochure setting 
out the terms of insurance, coverage, and conditions of payment? If so, please provide 
a copy. If so, describe where and how such brochures are made available to the public 
If not, why not. 

c. Are window clerks given training on the limits of insurance coverage? If so, describe 
how clerks are trained. Provide any training materials used for this purpose. 
d. Provide representations of any POS (Point of Service) and IRT (Integrated Retail 
Terminal) computer screens available to window clerks that provide guidance on how to 
answer mailer questions about insurance coverage, terms of insurance, and conditions 
of payment. 
e. Provide copies of any hard copy materials available to window clerks that provide 
guidance on how to answer mailer questions about insurance coverage, terms of 
insurance, and conditions of payment. 
f. If purchasers of insurance want to insure items of sentimental value that don't have 
an obvious intrinsic or market value, how do clerks advise purchasers on the proper 
amount of insurance to purchase? 

(i) Would potential purchasers be dissuaded from purchasing insurance in such 
instances? I f  not, why not? 
(ii) If insurance is purchased for items of sentimental importance, but little or no 
intrinsic or market value, and such items are lost, will the Postal Service pay the 
full amount of the insurance purchased? If not, why not? 

. 



1978 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

OCNUSPS-T36-52. (CONTINUED) 

g. If a mailer wishes to mail items such as used books, how would a window clerk 
advise such a potential purchaser concerning the amount of insurance to purchase? 

(i) If the mailer does purchase insurance, the item is lost, and the purchaser 
makes a claim, will the Postal Setvice pay the amount of the insurance even if no 
receipts can be produced? If not, why not? 
(ii) If the mailer does purchase insurance, the item is lost, and the purchaser 
makes a claim, will the Postal Service pay the amount of the insurance without 
any independent evidence of the value of the items mailed? I f  not, why not? 

(h) Please refer to the examples posited in parts (9) and (h). If your answer is that the 
Postal Service will not pay claims when there is no independent proof of the value 
of the contents of the package mailed, then are customers so apprised before they 
purchase insurance? If so, please provide any electronic, computer, or hard copy 
instructions to window clerks indicating that they should advise potential purchasers of 
insurance not to waste their money in such instances. If not, why not? 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

OCNUSPS-T36-52. (CONTINUED) 

RESPONSE: 

a. No. Window clerks are trained to answer questions about insurance coverage, 

among other things. Also, the portion of the back of the insured mail receipt not quoted 

in your interrogatoty summarizes the Domestic Mail Manual (DMM) and International 

Mail Manual (IMM) limitations on coverage, and provides information about claims filing 

Also, there are publications available in post office lobbies and via the Internet that 

provide information on insurance. Finally, the DMM and IMM can be made available to 

a customer at the customer‘s request. 

b. The Postal Service has two brochures which provide information on insurance, 

“Using Special Mailing Services’’ (Publication 201 ) and “Customer Guide to Filing 

Domestic Insurance Claims or Registered Mail Inquiries” (Publication 122). Both 

brochures are available at post offices or at the Postal Service’s website at 

http://neW.USpS.COm. Copies of the brochures are attached. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-52-58) 

OCNUSPS-T36-52. (CONTINUED) 

RESPONSE: 

c. and e. Window clerks are given training on insurance coverage limits as part of their 

basic training. This training information is located in the Sales and Services Associate 

Training Course 23501-02. Module 14. Insured Mail, contains information regarding 

features and benefits, use of postal forms. and requirements. Also, there is a short 

overview of claims in Module 21, Claims and Inquiry. Finally, Course 23001-06, 

Lesson Plans 5 and 6 demonstrate selling and accepting numbered and unnumbered 

insured mail. These training modules can be found in Library Reference J-144. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

OCA/USPS-T36-52. (CONTI NU ED) 

RESPONSE: 

d. The IBM POS ONE screen prompting for the amount of insurance indicates that the 

amount cannot be greater than the article value. A copy of this screen is provided as 

an attachment. The NCR system does not display any specific guidance concerning 

entry of the insurance amount. Both POS ONE systems provide user access to the 

complete text of the DMM. In addition, the IBM system provides information about 

insurance via the Help key. The IBM insurance Help text is also provided as an 

attachment. 

The IRTs have no Help screens and do not provide access io the DMM. However, the 

insurance value-entry screen has a large flashing "Insure Actual Value" message. A 

copy of this screen is not available. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

OCARISPST36-52. (CONTINUED) 

RESPONSE: 

f. The window clerk would inform the insurance customer that items cannot be insured 

for more than their actual market value. This same information is also provided at page 

13 in Publication 122 and at page 29 in Publication 201. Both publications are 

referenced in my response to (b) above. 

i. It would depend upon the individual customer. Some customers may be 

dissuaded from purchasing insurance, and opt to purchase registered mail 

instead, while other customers may choose to purchase insurance. 

ii. As stated on the Insured Mail Receipt, PS Form 3813-P, the Postal Service 

will pay the actual [depreciated] value of the contents. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-52-58) 

OCNUSPS-136-52. (CONTINUED) 

RESPONSE: 

g. See my response to subpart (f) above. 

i. There are a number of alternatives to a receipt as evidence of value. These 

alternatives are listed at page 4 of Publication 122. 

ii. The Postal Service.can determine evidence of value based upon the 

customer's individual statement describing the lost article. See page 4 of 

Publication 122. 

h. Not applicable. 



USING SPECIAL MAILING SERVICES 

Certificate of Mailing 

showing evidence of mailing. It can be 
purchased only at the time of mailing. The 
certificate does not provide insurance 
coverage for loss or damage, nor does it 
provide proof of delivery. No record is kept 
at the mailing ofice, and a receipt is not 
obtained when mail is delivered to the 
addressee. 

Certified Mail 
Certified mail provides proal of mailing 

and delivery of mail. The sender receives a 
mailing receipt at the lime of mailing, and a 

A certificate of mailing IS a receipt 

recordof delivery is 
maintained by the 
Postal Service. 
A return receipt to 
provide the sender 
with proof of 
delivery c a n  alsa be 
purchased for an 
additional fee. 

P 2b5 235 572 

Certified mail service is available only lor 
First-class Mail or Priority Mail. Certified 
mail is not available for international mail, 
nor does il otler insurance protection. For 
valuables and irreplaceable items, u s e  
Express Mail or insured or registered mail. 

Collect on Delivery (COD) 

wants to collect payment for merchandise 
and/or postage when the merchandise is 
delivered. COD service can be used for 
merchandise sent by First-class Mail, 
registered mail, Express Mail, Priority Mail, 
or Standard Mail. The addressee has the 
choice of paying lor the COD at the time of 
delivery either by cash or personal check 

COD service is used when the mailer 
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and the merchandise must have been 
ordered by the addressee. 

Fees charged for this service include 
insurance protection against loss or dam- 
age. Insurance coverage is limited lo $600. 
(For details, see Insurance.) This service 
is not available for international mail or for 
mail addressed to APO and FPO ad- 
dresses. 

Delivery Confirmation 

vides the mailer with information about the 
date and time an article was delivered and. 
if delivery was attempted but not success- 
ful, the date and time of the delivery at- 
tempt. Delivery Confirmation service is 
available only at the time of mailing. Proof 
of mailing is provided by a mailing receipt. 
No record is kept at theoffice of mailing. 
This service may be obtained using the 
retail option, or, for mailers who provide an 
electronic file of the transaction, an elec- 
tronic option is available. Delivery Confir- 
mation service is available for Priority Mail 
and Standard Mail (E). Additional services 
that can be purchased include collect on 
delivery (COD), insurance, merchandise 
return service. registered mail. return 
receipt for merchandise. and special 
handling. 

Insurance 

up to $5,000 for Standard Mail as well as 
Standard Mail matter mailed at the Priority 
Mail or First-Class Mail rate. For our most 
secure service. see Registered Mall for 

Delivery Confirmation service pro- 

You can purchase insurance coverage 
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insured lor more than $50, a receipt of 
delivery is signed by the recipient and 
maintained by the Postal Service. 

services when you purchase insurance. For 
items insured lor $50 or less, you may 
purchase special handling service. For 
items insured lor more than $50. you may 
purchase restricted delivery. return receipt. 
or special handling services. 

Do not insure your packages lor more 
than their value. The amount of insurance 
coverage lor loss will be the actual value, 
less depreciation. No claim payments are 
made lor sentimental losses or for any 
expenses incurred as a resuh 01 the loss. 
(For information on Express Mail insurance. 
see Express Mall.) 

Merchandise Return Service 

permit holders to pay the postage and lees 
for merchandise returned to them. The 
service enables the recipient to return a 
parcel and have the postage paid by the 
sender. Under this arrangement. the shipper 
provides a speaal label with instructions lo 
attach it to the returning parcel. Apply this 
label to the parcel and deposit the parcel at 
a post office or, if it is under 16 ounces, 
place it in a mailbox. Note: Unless the 
preprinted merchandise return label is 
provided by the shipper, you must pay the 
required postage charges. 

Registered Mail 
Registered mail is the most secure 

service option offered by the Postal Ser- 

You may purchase additional special 

Merchandise return service allows 
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Registered allicles are placed under tight 
securily from the point 01 mailing to the 
point of delivery. First-Class Mail or Priority 
Mail postage is required on domestic 
registered mail. Return receipt and r e  
stricted delivery services are available for 
additional lees, and insurance up lo $25,000 
can be purchased on domestic registered 
mail at the mailefs option. Registered mail 
to Canada is subject to a $1,000 indemnity 
limit. For all other foreign countries. the 
indemnity limit is currently $42.30. 

Restricted Delivery 

sender's mail is debvered only to a speafic 
addressee or lo someone authorized in 
wtiting to receive mail lor the addressee. 
Restricted dervery mail addressed to 
officials of government agencies, members 
of the legislative and judicial branches of 
federal and state governments, members of 
the diplomatic corps, minors. and individuals 
under guardianship can be defivered lo an 
agent without the addressee's written 
authorization. Restricted delivery is available 
only for registered mail, certified mail, COD 
mail, and mail insured for m r e  than $50. 

Return Receipt 
This is the sendefs proof of delivery. 

A return receipt can be purchased for mail 
sent COD, Express Mail, insured for more 
than $50, registered, or certified. T ~ R  return 
receipt shows who signed for the item and 
the date that it was delivered. Unless 

Restricted delivery means that the 
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address it the address on the mailpiece is 
no longer correct. Return receipt service 
can be purchased in conjunction with 
restricted delivery service. It can also be 
requested before or after mailing. except for 
return receipt for merchandise service. 

Return Receipt for Merchandise 

provides a mailing receipt, return receipt. 
and record 01 delivery. It is available only 

This form of return receipt service 

lor merchandise sent 
at the Priority Mail 
and Standard Mail (B) . .  

IyI postage rates. Note: 
This service does not include insurance 

Special Handling 

for parcels whose unusual contents require 
additional care in transit and handling. 
Note: Special handling is not required lor 
those parcels sent by first-Class Mail, 
Express Mail. or Priority Mail. Examples of 
such contents include live poultly or bees. 
Special handling is available for Standard 
Mail only, including insured and COD mail. 
This service provides preferential handling 
to the extent practical in dispatch and 
transportation. 

sary for sending ordinary parcels even 
when they contain fragile items. Breakable 
items will receive adequate protection if 
they are packed with sufficient cushioning 
and clearly marked ‘FRAGILE.’ Use 
registered mail for valuable or irreplaceable 
items. 

Special handling service is required 

Special handling service is not neces- 

1 9 8 8  
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Special Service Endorsements 

should be placed above the delivery ad- 
dress and below and to the right of the 
return address on all articles. This require- 
ment applies to endorsements !or regis- 
tered, insured. csrtified. COD, and return 
receipt lor merchandise sewices. as well 
as endorsements lor special handling, 
restricted delivery. and return receipt 
services. 

All endorsements lor special services 

33 





Contents 

We Apologize .............................. 2 

If You Purchased Postal Insuranca ........... 2 

Who Can File? ............................. 2 

Where to File .............................. 2 

When to File ............................... 2 
How Long to Wait Before Filing for Loss ....... 3 

Step I -Evidence of Insurance ........... 3 
Step 2 - Evidence of Value ............... 4 

Step 3 . Proof d Damage or Loss 

Step 4 -The Claim Form ................ 6 

When to &ped Payment ................... 6 

What Else to Know ......................... 6 

Postal Insurance Coverage .................. 7 
Payable Claims ............................ 7 

costs .................................. 7 
Values ................................. 10 

Other .................................. 10 
Express Mail Payable Claims ............... 11 
Nonpayable Claims ........................ 13 

Costs ................................. 13 
Values ................................. 13 
Other Claims Not Paid F a  ............... 14 

Contents ............................... 14 

What to Do If Claim Denled ................. 15 
Questions and Answers .................... 16 

How to File ................................ 3 

........ 5 

Avo& 1997 1 



We Apologize 
We realize that we cannot compensate for the 
loss of items entrusted to the Postal Service. 
Despite our best elfort. mail is occasionally 
damaged or losL We are cwtanVy Wing to 
improve the way we handle your mail lo prevent 
the need to file a daim. 

If You Purchased Postal insurance 
If you purchased your insurance at lhe time you 
mailed your package, or If you mailed yow 
padtage COD, registered mth postal insuranca. 
or by Express Mail, these sefwc3S pmvide 
compensation in case of loss M damage. 

The information on the fdlowing pages tells what 
is covered by the insurance you pvnhased and 
steps you can take to recover the value of the 
altides you mailed. if they are lost or damaged. 

Who Can File? 
The sender or the addressee may file a daini for 
damage M loss of contents of a registered. COD. 
insured, or Express Mail artide. When the daim is 
for complete loss of a registered. COD, insured, 
or Express Mail artide, only the sender may file 
the dairn. 

Where to File 
Claims may be filed at any post office. station, or 
branch. Claims do not have to be filed at the post 
0% where the artide was mailed or at the 
delivery post office. 

When to File 
File daims immediately when the amtents of y w r  
package are damaged of missing from the 
packaging. You must present the contents. 
container, and packaging with your daim. 
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Type of Mall 

SAM M PAL 

or outside wnlquous 
48 states 

When to File 
(From Maillng Date) 

Hlnlmum 1 Maximum 

Registered 
Registered COD 
COD Mail 60days 1 year 
Express Mail 90 days 

&press Mail COD 1 Wdays 1 90days 

How to File 

Step 1 -Evidence of Insurance 

Show thaf insurance. COD, regisfed, cf 
Express Mal7 service was purchased far the 
parcel mailed. 

Although it is better lo submit the original 
mailing receipt if possible, either of the following 
is acceptable: 

a. The original mailing receipt that you were given 
at the time of mailing (reproduced copies are 
not acceptable). 

addresses of both the sender and addressee, 
along with the endorsement. tag, M label 
showing that the artide was sent insured. 
COD, registered. or by Express Mail. If only 
the wrapper is submitled. indemnity may be 

b. The wrapper, showing the names and 
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limited to $100 for insured mail, $50 fa COD 
mail, $100 for registered mail. and $500 for 
Express Mail. 

Step 2 - Evidence of Value 

Submit evidence lo show the cosf of value of the 
aNde when it wds mailed. Evidena, of value. 
ofher than those lisfed. may be requested to help 
make an accurate defemination of the value. 

One a more of the following are acceptable: 
a. Sales receipt. 

b. Invoice. 
c. Statement of value from a reputable dealer. 

d. Your own statement desuibing the lost or 
damaged artlde. Please indude date and place 
of purchase. amount paid, and whether the 
article is new or used (only if a sales receipt or 
invoice is not available). If the artide is 
handmade, indude price of materials and labor 
used. Describe the artlde in sufficient detail so 
we can determine whether the value claimed 
is amrate. 

e. Picture from a catalog showing the value of a 
similar article (only if a sales receipt, invoice, oi 
statement of value from a reputable dealer is 
not available). lndude date and place of 
purchase. 

f. Paid repair bills: estimates of repair costs or 
appraisals from a reputable dealer if the claim 
is for partial damage, However, appraisals and 
repalr estimates themselves are not payable. 
Repair costs may not exceed the value at the 
time of mailing. 

purchase bonds, st&, or similar documents 
required to reissue a lost artide. 

rms!ructing (duplicating) nonnegotiable 
documents from retained copies. 

g. Receipt or invoke for costs Imrred to 

h. Receipt or invoice of costs incurred for 
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Step 3 - Proof of Damage or Loss 

Provide prwf Lhal the artide was lost or 
damaged. 

If the artide was damaged or if some or ail of the 
contents were missing, take the artide. box. 
wrapper, and ail packing materials to the post 
office immediateiy. 

Do not return the package to the sender without 
first showing it l o  postal officials at the 
addressee’s end. 

If lhe article was lost. submit proof of the loss. 
This is not required for COD of Express Mail. 

The Postal Service accepts any of the following 
as proof of loss: 

a. A lener or statement from the addressee. 
dated at least 30 days (15 days for registered 
mail) afler the date the artide was mailed. 
stating that the addressee did not receive the 
article. The statement. or a copy of it. must be 
attached to the claim. 

b. A claim form (see step 4) completed by the 
addressee indicating that the artide was not 
received must be signed and returned to the 
sender. 

c. A statement from the post ofice of address 
(the addressee’s post office) stating that a 
delivery record is nof on Ale. To obtain such a 
statement. send a mitten request asking for 
proof of delivery to the post office of address 
with a check or money order for $6.60. The 
$6.60 charge is reimbursed if the claim is paid. 
lndude names and addresses of lhe sender 
and addressee; insured, Express Mail, OT 

register number. and date of mailing. 
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Step 4 - The Claim Form 

Take your prwf  of mailing, evidence of value. and 
proof of loss (or damaged arlide and package) 10 
the post office and complele a Form 1000, 
Domestic Claim or RegIslered Mail inquiry 

The daim form asks for names and addresses of 
the sender and addressee, date of mailing. 
amount daimed. and other information. 

The information on the daim form is 
self-explanatory Please complete all spaces 
that apply. 

If you have any questions or need assistance. the 
postal employee who provided you with the form 
will be glad to help you. 

When to Expect Payment 

A properly completed and supported daim is 
usually paid within 30 days. 

If you have not heard anything within 45 days, 
please ask your post office to submit a duplicate 
daim using the same claim number. For 
registered and Express Mail claims, contact your 
post office afler 45 days. 

You can do this by visiting or telephoning the post 
office where you tiled the original dah.  

What Else to Know 

On the following pages, we have included 
additional information about what is covered by 
the insurance you purchased. 

We have answered some frequently asked 
questions. and 

s The center of this brochure contains a 
checklist showing everything you need for 
filing a daim. 
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Postal insurance Coverage 
Insurance is automatically provided with Express 
Mail, insured mail, and COD mail. It can be 
purchased separately for registered mail. 

In the event of loss or damage, the Postal 
Service may reimburse you for the value of the 
article at the time of mailing up lo the amovnl of 
insurance purchased. 

Payable Claims 
The times and circumstances under which 
indemnity claims are payable are listed below. 

costs 
a. Cost of repairing a damaged article cf the 

value of a totally damaged article not 
exceeding actual value of the article at tha time 
of mailing. 

documents such as: 

1. Copying service. 

2. Notary fees. 

3. Bonding fees for replacement of stock OT 

4. Reasonable attorney’s fees if actually 

b. Reasonable costs incurred in duplicating 

bond certificates. 

required to replace the lost or damaged 
documents. 

5. Other direct and necessary expenses or 
msts. as determined by the Postal Service. 

6. Face value of negotiable documents that 
cannot be reconstruded up to the amount of 
insurance coverage purchased. but not lo  
exceed the $25.000 maximum amount of 
insurance coverage available if sent by 
registered mail. 

c. Extra cost of gift wrapping. if the giftwrapped 
artide was endosed in another container 
when mailed. 



What to Check Off When Filing 

Actlon 

Form to fdl wt 

I Type of Mail 

Insured COD 

1000 1000 

File for damage or panial I-** w 

Fne immediately for damage or partial loss I IC 

Y 

Y 

v v 

Minimum days lo file from mailing date 1 30 

v 

60 

Except SAM or PAL I 45 

Surface to APO. FPO. or ouiside 48 
axlliguws states 

Maximum time to Ale from mailing date I 1 year 1 ye= 

File at anv wst o h  I v l v  

Submit original mailing receipt I Y  v 

Submit evidence of cos1 or value 

Submit proof of loss 

Submit Hem. container. wrapper, and 
packaging for damage or partial loss 

Y 

Y 

* Only sender may file 
** Sender or addressee may file 

Express Expnsa ".1,"/ 1 Mail looo COD 

1 year I Wdays I Wdays 
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d. Cost of outer container. if specially designed 
and conshcted for the article sent. 

e. Postage (not fee) paid for sending damaged 
artides for repair. (The Postal Service must be 
used for this purpose. Other reasonable 
Wansportation charges may be included if the 
Postal Service is not available.) 

f. Cost of film stock OT blank tape for 
photographic film. negatives, slides, 
transparencies, video tapes. laser disks. 
x-rays. MRls. CAT scan prints. etc. (No 
indemnity is paid for the contenl of the film or 
for the photographer's time and expenses in 
taking the photographs.) 

g. Cost of bees, crickets. or baby poultry 
destroyed by physicaldamage to package or 
delay for which the Postal Service is 
responsible. There are certain limitations. so if 
you mail any of these. please contad the post 
office for additional information before mailing. 

h. Cost of filing a lost ticket report with an aitiine. 

i. Per-page copying cost of lost or damaged 
blueprints. schematics, etc. 

~~ 

Values 
a. Actual value of lost articles at fhe time end 

b. Fair market value of stamps and coins of 

place of mailing. 

philatelic or numismatic value. as determined 
by a recognized stamp or coin dealer or cunent 
coin and stamp collectors newsletters and 
trade papers. 

Other 
a. Remittance due on a COD p a r d  not received 

by the sender, subjed to the limitations set by 
the standards for COD service. 

b. Federal, state. or city sates tax paid on artides 
lost or totally damaged. 
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Express Mail Payable Claims 

In addition to the types of claims listed on pages 7 
and 10, the following are also payable: 

a. For Express Mail Insurance. nonnegotiable 
documents are insured against loss, damage, 
or rilling while in transit Coverage is limited to 
$500 per piece (the unit on which postage is 
paid), subject lo a maximum lima per 
occurrence as provided in paragraph a.4. 
below. Claims for document reconstruction 
insurance must be supported by a statement of 
expense incurred in reconstruction. For this 
standard. while in b-ansif begins when the 
Postal Senrice receives custody of the insured 
material and ends when the malerial is 
delivered lo the addressee or. if undeliverable. 
when the sender receives the material on 
return. Nonnegotiable documents include audit 
and business records. commercial papers. and 
such other written instruments for the conduct 
and operation of banks and banking institutions 
that have not been made negotiable or cannol 
be negotiated or converted into cash without 
forgery. Nonnegotiable documents can tm hard 
copy, disk. tape. miaofilm. or other forms of 
data storage. Arlides such as artwork. 
collector or antique items. books, pamphlets, 
reader's proofs, repro proofs. separation 
negatives, engineering drawings, bluepfints. 
arculars, advertisements. film, negatives, and 
photographs are considered merchandise. not 
documents. Indemnity for document 
reconstrudion is paid as follows: 

1. Payments made (or which are payable) for 
reasonable costs incurred in the 
reconstruction of the exact duplicate of a 
lost or damaged nonnegotiable document 
Indemnity is not paid for the cost of 
preparing the document mailed. or for the 
mailer's time spent in preparing the 

2000 
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document mailed or reconstructed. Except 
for per-page copying cost. indemnity is not 
paid for documents if  copies of the lost 
document are available or if they could have 
been made prior to mailing. 

incurred or obligated between the time of 
guaranteed or scheduled delivery and actual 
delwery. 

maintain cash balances during the period of 
document reconsbudon (based on the 
applicable Federal Reserve discount rate). 
The period begins at the scheduled delivery 
time and may not exceed 15 days. 

4. Catastrophic loss for multiple Express Mail 
items, such as major fire, limited to $5.000. 
regardless of the number of Express Mail 
items. or the identity or number of 
customers involved. Each daim resulting 
from a catastrophic loss is first adjudicated 
individually. If h e  preliminary adjudication 
exceeds $5.000, the percentage of the sum 
represented by each individual settlement is 
applied to the $5.000 to determine each 
daimant’s pro rata share of the final 
settlement. not to exceed 800 per piece. 

b. Merchandise insurance coverage is provided 
against loss, damage, or rifling and is limited to 
$500. (Additional insurance. up to a maximum 
liability of $5.000. may be purchased for 
merchandise valued at more than $500.) 

c. For negotiable items, currency, or bullion. the 
maximum is $15. 

2. Reasonable reconslruction expenses 

3. Loss sustained by the use of funds lo 

12 A u g M  1997 



Nonpayable Claims 

Claims are not paid for the followng: 

costs 
a. Cost of the contents of film, negatives, slides, 

transparenaes. video tapes. laser disks. 
x-rays, MRls. CAT scan pnnts. etc.. the mst of 
creating or recreating these items. or the 
photographer's time and expenses in laking 
the photographs. 

documents. 
b. Cost for personal time required to replau, 

c. Cost for estimates and appraisals 

Values 
a. Sentimental rather than adual value of articles. 

b. Replacement value exceeding the article's 
actual value at the time and place of mailing. 

c. Negotiable *ems (defined as instrUmentS that 
can be converted to cash without resoti lo 
forgery), currency. or bullion valued in total at 
more than $15 per shipmenl sent by Express 
Mail, except under Exptess Mail Claims, 
subparagraph c. 

d. Consequential loss of Express Mail claimed. 
except under Express Mail Claims, 
subparagraph a.3. 

e. Consequential loss rather than the actual value 
of the artide itself. 'Consequential loss' means 
what might have happened if lhe artlde had 
been delivered. For example, postal insurance 
covers lhe cost of a sample of merchandise 
but not the loss of potential orders for 
additional merchandise. 

entries. and similar items. 
f. Lottery tickets, sweepstakes tickets. contest 

At&& 1997 13 
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Other Claims Not Paid For 
a. Artides without evidence of insurance 

b. Articles lost. rifled. or damaged afler delivery 

c. Artides sent COD without the addressee‘s 

d. Artides or part or all of their contents officlaliy 

coverage. 

by the Postal Service. 

consent 

seized while in lhe miliary postal system 
overseas. 

e. Artides lost afler they were signed for by the 
addressee, the addressee’s agent or the 
authorized delivery employee. 

f. Articles lost. rifled. or damaged by acts of 
employees or agents of the sender or 
addressee. 

not completed because the sender or 
addressee fails to cooperate. 

h. Artides affected by war, insurrection. or civil 
disturbance. or seizure by any agency of the 
Government. 

i. Loss caused by a delay in the mail. 

j. Claims submitted afler the article was 
transported outside the Postal Service. 

k Claims, duplicate daims. or appeals not filed 
within the specified time limits. 

g. Artides for which the required daim forms are 

Contents 
a. Perishable articles that froze. meked. spoiled. 
or deteriorated. 

b. Death of baby paltry caused by shipment to 
points where delivery could not be made within 
72 hours from the time of hatching unless 
determined that bansportation was in place lo 
achieve the 72hour target 

live animals not the fault of the Postal Service. 
c. Dealh of honeybees. uickek. and harmless 

14 AugW 1997 



d. Death of aduil birds in Express Mail with no 

e. Artides whose fragile nature prevented 

physical damage to the container. 

their safe carriage in the mail, regardless 
of packaging. 

1. Nonmailable items. pmhibited items. or 
restricted items nd prepared and mailed 
according to postal standards. or any item 
packaged in s u b  a manner that it owld not 
have reached its destination undamaged in the 
course of the mail. 

g. Artides damaged by abrasion. scarring. or 
scraping of suitcases. handbags, and similar 
artides not properly wrapped for protection. 

h. Radioactive injury. or electrical w magnetic 
injury, or erasure of electrical recordings. 

i. Artides damaged by shock. kansportation 
environment. or x-ray. wrthoul evidence of 
damage to the mailing container. 

j. Damaged articles. mailing containers. and 
packaging not submltted lo the Postal Service 
for inspection. 

k Container and packaging not submilled to the 
Postal Service for inspection on a partial or 
complete loss of contents claim. 

.- 

What to Do If Claim Denied 
You can appeal a denied claim within 3 months of 
receiving notification of Me denial. Send your 
appeal to: 
MANAGER CLAIMS APPEALS 
ACCOUNTING SERVICE CENTER 
US POSTAL SERVICE 
Po BOX 80141 
ST LOUIS MO 631800141 

Alg& 1997 15 



Questions and Answers 

What happens to the damaged article I give lo  
the Postal Service? 

If the article has salvage value, the Postal Service 
retains it. The article is sent lo a Mail Recovery 
Center where it is auctiomd to the public. 

What happens If the article Is delivered after 
the claim Is pald? 

You may accept the article and reimbvw the 
Postal Service the full amount you were paid if 
the artide is undamaged. If the artide is 
damaged, has depreciated in value, or i f  the 
contents are not intad. Ihe SL Lwis Accounting 
Service Center informs you of the amwnt you 
must reimburse the Postal SeMce. 

Will my postage be reimbursed? 

Yes, if the article was lost or all of the contents 
were totally damaged. 

What about fees? 

Fees are not reimbursed because they cover the 
cost of insurance. 

What happens if both the sender and the 
addressee claim the Insurance payment? 

They should decide between them who receives 
payment. Otherwise. payment is made to 
the sender. 

Domesffc Mail Manual SO10 contains detailed 
information about domestic Indemnity claims. 

K you need more speclfic claims Informatlon. 
please contact your local post office. 

16 



Thank you 
for buying 

postal insurance! 

Additional copies of this 

document may be obtained 

from your local post office. 

1x47 1 



~ . .  . 

Enter the dollar amount of insurance 
required for article. The value cannot be 
greater than the article value. The 
amount must be at least $0.01 and no 
more than $5OOO.M). 

Insurance/ 
Indemnify: 
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IBM HELP SCREEN: INSURANCE - BASIC INFORMATION 

Insured Mail Label and PS Form 3813-P 

Purpose 

Insured mail provides up to $5,000 indemnity coverage for lost, rifled, or 
damaged articles, subject to the standards for the service and payment of the 
applicable fee. A bulk insurance discount is available for insured articles entered 
by authorized mailer who meet certain criteria (See the DMM for more 
information). The sender is given a receipt. but the ofice of mailing does not 
keep a record of the insured mail. For mail insured for over $50. a delivery 
record is maintained by the Postal Service. Insured mail is dispatched and 
handled in transit as regular mail. 

The maximum indemnity for both domestic and internafional insured mail is 
$5,000, at a rate of $.90 per additional $100 worth of covorage over the previous 
$600 limit. 

Eliaible Matter 

The following types of mail may be insured: 

Package Services 

Package Services matter mailed at the First-class rate. Sealed articles 
must be endorsed in addition to the First-class or Priority Mail 
endorsement. 

Official government mail endorsed "Postage and Fees Paid." 

lneliqible Matter 

The following types of mail may not be insured: 

Parcels containing matter offered for sale and addressed to prospective 
purchasers who have not ordered or authorized their sending. If such 
matter is received in the mail, payment is not made for loss, rifling, or 
damage. 

Nonmailable matter, 

Articles so fragile that they cannot be safely carried in the mail, regardless 
of packaging. 
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Articles not adequately prepared to withstand normal handling in the mail. 
As a rule, any mailable package should be insurable. 

Mail not bearing the complete names and addresses of the sender and 
addressee. 

Matter mailed at Package Services mail rates 

Matter mail at First-class rates (including Priority Mail) that consists of 
items described in the DMM as required for mailing at First-class rates. 

Fees and Postaqe 

Mailers must prepay insurance fees in addition to postage, except on official mail 
sent under applicable provisions. The mailer guarantees to pay return and 
forwarding postage, unless the mailer writes instructions on the wrapper or 
envelope not to forward or return the mail. 

Additional Services 

Subject to applicable standards and fees, special handling, parcel airlift, 
merchandise return, and delivery confirmation service may be used with insured 
mail. Restricted delivery and return receipt service (PS Form 381 1) may be 
obtained for articles insured for more than $50. 

Filinq Claims 

General Filing Instructions -Who may tile: 

1. Only the sender, for the complete loss of either of the following mail class or 
services: 

Registered Mail 

Insured Mail 

Collect on Delivery (COD) 

Express Mail 

2. Either the sender or addressee, for damage or if some or all of the contents of 
a mail package are missing. 
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3. Only the merchandise return permit holder, for mail packages registered with 
merchandise return service. 

4. Only the sender, for bulk insured service mail. 

When to tile: 

A customer must file a claim immediately when the contents of a mail package 
are damaged or missing. For a lost mail package, a customer must file a claim 
within the time limits as indicated in the chart below. 

For duplicate claims, a customer must file within the time limits as indicated in the 
chart below. To file a duplicate claim, the customer must either: 

1. submit a photocopy of the customel's completed part of the claim form (PS 
Form 1000). or 

2. request the post office where the claim was filed to process a photocopy of 
the post office's receipt copy of the claim form. 
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When 10 File 
No Sooner Than No Lmor Than 
(From Original (From Original 

Mail Type ot Service Claim Date) Mailing Daw) 
COD 45 days 18 months 
Express Mail 
Express Mail COD 
Insured 
Registered 

45 days BmonVIs 
45 days 6 monlhhs 
45 days 18 m t h s  

90 days 18 months 
Registered COD 90 days 18 month3 
Duprcate reQktered mail and Express Mail claibns may nd be RW w h c u l  

Where to file claims: 

1. At any post office. station, or branch, except for registered merchandise 
retum service. 

2. Only at the post office where the merchandise return permit is held, for mail 
packages sent as registered with merchandise retum service. 

How to file claims: 

A customer may file a claim by presenting evidence of the following: 

insurance 
value 

0 proof of loss or damage 

Proof of loss is not required for COD or Express Mail claims. 

If the mail package was mailed Express Mail COD, then the sender must provide 
the original COD and Express Mail receipts. 

For more in-depth information regarding filing claims, see the DMM for more 
information. 
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IBM HELP SCREEN: INSURANCE - MAILING 

Where to Mail 

The following rules apply to mailing of insured articles: 

Mailers must mail parcels that they insure at a post office. branch, or station, 
or give the parcels to a rural carrier. 

Mailers may place insured mail in. but not on, rural mailboxes. 

a Insured mail cannot be deposited in post office maildrops nor in or on street 
letterboxes. 

Mailers may give insured mail to rural carriers or leave the mail in rural 
mailboxes if stamps are affixed for postage and fees or money for postage 
and fees is left in the box. 

If insured mail is left in rural mailboxes, mailers must leave a note showing 
the amount of insurance requested. 

The USPS assumes no responsibility for articles or money left in rural 
mailboxes until the carrier collects the articles. 

Mailers at nonpersonnel rural units must meet the rural carrier at the unit for 
insurance service. 

USPS Inquiries 

USPS sales and services associates are required to ask whether the package 
presented for insurance contains fragile, perishable, or flammable matter. 

Endorsement and Postmarkinq 

Mail packages insured for $50 or less: Each mail package must be stamped on 
the address side with an elliptical insured marking as shown below. This marking 
must be placed above the delivery address and to the right of the return address. 

Mail packages insured for more than $50: Each mail package must have PS 
Form 3813-P (shown below), affixed above the delivery address and to the right 
of the return address. PS Form 3813-P must not be used for packages insured 
for $50 or less. 
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All insured mail packages, regardless of insurance amount, must be postmarked, 
unless a postage meter stamp or permit imprint 
is used to pay postage. 

Privately-Printed Forms 

Mailers may use privately-printed PS Forms 381 3-P if the following conditions 
are met: 

Privately-printed labels must be nearly identical to postal-provided forms in 
design and color. 

Insured numbers must be readable by automated postal equipment. 

Mailers must submit at least three preproduction samples to the postal 
business center manager serving the mailer's location, and the mailpiece 
design analyst must review them. 

After approval, the anlayst issues the mailer a block of insured numbers 

Prohibited Markinas 

Private insurance endorsements or markings may not appear on the address 
side of mail, but they may appear elsewhere if they do not resemble and are not 
confused with official postal endorsements. 

Receipts 

When the insurance value is $50 or less, the mailer receives PS Form 3813 as a 
receipt. When the insurance value is more than $50. the mailer receives PS 
Form 3813-P as a receipt. 

USPS Records 

The USPS does not keep records for insured parcels. Mailers must write the 
addressee's name and address on the receipt and keep it. Mailers must show 
the receipt when making a claim for loss or filing an inquiry. 

Firm Mailinqs 

If at least three insured articles are presented for mailing at the same time. the 
sender may use PS Form 3877 (firm mailing book), which the USPS provides at 
no charge, or privately-printed firm mailing bills. The following guidelines apply to 
privately-printed firm mailing bills: 
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The postmaster may approve privately-printed firm mailing bills that contain 
the same information as PS Form 3877. 

Mailers may omit columns from PS Form 3877 that do not apply to insured 
mail. 

The sender must present the books, along with the articles to be mailed, at a 
post oftice. 

The sheets of the books become the sender's receipts. 

All firm mailing book entries must be made by typewriter, ink, or ballpoint pen. 

Both the mailer and the sales and services associate must initial alterations. 

All unused portions of the addressee column must be obliterated by drawing a 
diagonal line through them. 
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IBM HELP SCREEN: INSURANCE -DELIVERY 

Parcels insured for $50 or less are delivered as ordinary mail. 

Delivery of insured mail is subject to the following additional conditions: 

Before accepting delivery and endorsing the delivery receipt, the recipient 
(addressee or addressee's representative) may obtain the sender's name 
and address and may look at the mailpiece while the USPS sales and 
services associate is holding it. 

The mailpiece will not be opened or given to the recipient until the 
recipient signs and legibly prints hidher name on the delivery receipt (and 
return receipt, if applicable) and returns the receipt(s) to the USPS sales 
and services associate. 

If the recipient is not known to the USPS sales and services associate, 
suitable identification may be required before the article is delivered. 

Unless the sender requests Restricted Delivery. mail addressed to a 
person at a hotel, apartment house, etc. may be delivered to any person in 
a supervisory or clerical position who usually accepts mail for that location. 

USPS responsibility ends when the article is delivered to the recipient 

Notices are left for articles that cannot be delivered; I f  the article is not 
called for or redelivery is not requested, the article is returned to the 
sender after 15 days (5 days for Express Mail, 30 days for COD), unless 
the sender specifies fewer days on the mail. 

A postmaster-approved stamp may be used to provide the recipient's 
signature and name. To obtain approval, the company or individual must 
submit a written statement to the postmaster that the person whose name 
appears on the stamp is the same as the person authorized to accept 
accountable mail, along with a sample of the authorized person's 
signature that can be verified against the signature on the stamp. After 
approval, the stamped signature and name are acceptable only if a clean 
and legible impression is provided. 
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REVISED RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T36-53. What kind of assistance do personnel at retail facilities provide to 
postal patrons who wish to file insurance claims if such patrons lack the reading or 
language skills necessary to fill out the required forms? Please provide copies of any 
Postal Service documents reflecting a policy to renderhot to render such assistance. 

RESPONSE: 

The Sales and Services Associate Training Course, 23501 -02 provides general 

information in Module 26, Overview of Customer Relations. Publication 551, Point Talk 

Translator, includes some helpful information regarding insurance in nine different 

languages. A copy of this publication is attached. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

OCA/USPS-T36-54. If a postal patron lacks sufficient proficiency in English to 
understand insurance forms, certified mail forms, deliveFy confirmation forms, return 
receipt forms, etc., what assistance do window clerks render such individuals? Please 
provide copies of any Postal Service documents reflecting a policy to render/ not to 
render such assistance. Also, if brochures or printed information is made available in 
languages other than English on such matters, please provide them. 

RESPONSE: 

Publication 551, Point Talk Translator, includes some helpful information regarding 

several of the issues regarding products and services. It is written in nine different 

languages. A copy of this publication will be provided shortly. 



2 0 2 4  

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

OCA/USPS-T36-55. What is the average length of time for an insurance claim to be 
paid or rejected? Please provide the source documents used to answer this question. 

RESPONSE: 

The average length of time for an insurance claim to be processed depends upon 

whether or not the claim can be locally adjudicated. If the claim is not locally 

adjudicated, the average time to process a claim of any type is 62 days. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPS-T36-52-58) 

OCAIUSPS-136-56. Is there a claims resolution pamphlet available to insurance 
claimants at the time a claim is filed? If so. please provide it. If not. why not? 

RESPONSE 

Yes. See Publication 122, pages 6 and 15. 



2026 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCNUSPST36-52-58) 

OCA/USPS-T36-57. What does the Postal Service view as a reasonable length of time 
to resolve an insurance claim? Please provide copies of any documents stating such a 
policy. 

RESPONSE: 

Thirty days is viewed by the Postal Service as a reasonable length of time to resolve an 

insurance claim. See Publication 122, page 6. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MAY0 TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

(OCA/USPS-T36-52-58) 

! 
OCA/USPS-T36-58. If an insurance claimant does not have an insurance claim 
resolved within a reasonable length of time (as specified in response to interrogatoly 
OCNUSPS-T36-57). what steps may then be taken to speed the claims process? 

RESPONSE 

See Publication 122. page 6. 
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COMMISSIONER OMAS: Is :here any additional 

written cross-examination :or Witness Mayo? 

(No response. j 

COMMISSIONER OMAS: There being none, Ms. Mayo. 

that completes your test inon.l. ::v:~=? roday. We appreciate 

your appearance and your c3n:r:rstion to our record. Thank 

you. 

THE WITNESS: Thank 'you. 

COMMISSIONER X L Z W A P :  : .&.anted say sonething 

You were going so fast. 

COMMISSIONER 2YAS : : ' T sorry. 

COMMISSIONER ;CL2WAY: I f  I could lust bef3re fhe  

record on this witness chses a s k  M s .  Mayo to confirm chat 

there were enumerable interrogatories from :he OCA a n d  t r c m  

interested individuals about scme of the problems ?with 

getting information about insurance, about problems with 

service and delivery on certified mail and confusion about 

the -various overlaps on the products that exist IF. t h e  

special services line? 

THE WITNESS: Yes. There were interrogatories 

that addressed those. 

COMMISSIONER GOLDWAY: I would simply like to ncte 

for the record that I thought that there was a significant 

amount of concern raised by that set of interrogatories 

about many of the special services, and I would hope that 
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even if this particular set of hearings does not dit-ectl:,, 

address those concerns that you at the Postal Ser-Iice 'will 

take those issues and review them  and^ attempt to address 

them in some appropriate manner. 

THE WITNESS: Yes. 

COMMISSIONER GOLDWA'I: Thank you. 

COMMISSIONER OMAS: I ' m  not sure that the !-ecatd 

is clear. Both the designated 'written cross-examination ,and 

the library references 'were recei..,ed into evidence. 

Ms. Mayo, again that concludes your testimon:,' : .? re  

today, and we appreciate :/our c-ntribution t'3 i:ur : 'd-.,,~,; _ _  ~ 

Thank you. 

THE WITNESS: Thank :you. 

(Witness excused. i 

COMMISSIONER GOLDWAY: Thank you for letcinq .ne 

add that, Mr. Chairman. 

COMMISSIONER OMAS: Mr. Ba!cer, would :,'oti please 

state your name for the record and who you're wich? 

MR. BAKER: Yes. This is Bill Baker. 1'' ,1 be 

asking questions of Witness Hope on behalf of the Newspaper 

Association of America 

THE WITNESS: I seem to be missing a pen in all of 

this. Is there a pen that I could use? Thank you. 

/ /  

/ /  

Heritage Reporting Corporation 
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Whereupon, 

LARAINE E. HOPE 

having been previously duly sworn, was recalled as 

a witness herein and was examined and testified further as 

f 01 lows : 

CROSS-EXAMINATION 

BY MR. BAKER: 

Q Good afternoon, Ms. Hope. 

A Good afternoon. 

Q I wanted to start by asking you about some of :he 

rate proposals that you’re making for standard ZCR T a l l .  

First of all, am I correct that the average rate increase 

for standard ECR at least commercial is about 5.2 percent? 

A That’ s correct. 

Q Is that commercial, or is that non-profit as well? 

A That‘s commercial. 

0 Okay. And that is essentially driven by the 

revenue requirement given to you by Witness Moeller? Is 

that correct? 

A The revenue requirement is one of the inputs, yes. 

Q But that’s the principal driving factor? 

A Yes. 

Q Okay. 

A It’s a critical input. 

Q And other inputs you have include cost data from a 

Heritage Reporting Corporation 
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variety of witnesses that you've mentioned i n  your 

testimony, correct? 

A Yes. 

Q And isn't one input essentially the existing 

rates? 

A Certainly to get the percentage change, 'we need t 3  

look at the existing rates and the rate relationshlps. 

Q And also there's a rate design formula known as 

the pre-sort tree? 

A Yes. 

Q And in standard E:CR : ~ A ' P S ,  lust '3 ' w a r m  '.~p, I:'.; 

characterized by a breakpoint in the rate design. is !bar 

correct? 

A Yes. 

Q And below the breakpoint pieces are charged a 

minimum per piece rate? Is that correct? 

A That's correct. 

Q Am I correct that in your proposals in this case 

every rate category below the breakpoint is proposed to 

receive a rate increase? 

A Yes, that's true. 

0 Okay. And above the breakpoint the rates are 

calculated in a somewhat different way? Is that correct? 

A Yes. 

Q In fact., there are two charges that a mailer has 
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to take into account, disregarding fsr :he moment discounts? 

A Yes. 

Q Okay. And one of those I:; ,A per piece charge, and 

the other is a pound rate charge. correct? 

A That’s correct. :n i c i d i r i o n ,  i residual shape 

surcharge may apply. 

Q Correct. Do you happen to know - -  before I get to 

that, in this case for the above breakpoint standard ECR 

mail you are proposing to reduce :he undiscounted per pound 

charge from 63.8 cents t o  59.6 cents? Is that cor-rect? 

A Yes, that’s Csrrect . 

Q A n d  you also are pr3posing to raise per piece 

charges by various amounts? 

A The per piece rates go up, yes. 

Q Did you select the 59.8 cent pound rate? 

A I certainly input it into the formula and it’s 

part of my testimony. The Postal Board of Governors has 

recommended it as well. 

Q Okay. Let’s put it this way. Is that-a number 

you selected to put into the formula, as opposed to a number 

that t h e  formula generated when you put in other numbers 

instead? 

A Yes. 

Q Okay. Did you select the piece charges for pound 

rated pieces also? 

Heritage Reporting Corporation 
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A No, I did not. 

Q Those are outputs in the formula? 

A Yes. 

Q Okay. Do you happen to know why there is a per 

piece charge above the breakpoint? 

A I believe that it helps to insure the transition, 

a smooth rate transition. It has been part of the formula 

basically since the inception. I don’t know historically 

everything. 

Q I’m aware it’s been a part of the formula for i 

very long time. 

A Yes. 

Q I was questioning do you happen to recall ,why? 

A Not really, no. 

Q Did you make any effort to identify piece related 

costs for above breakpoint mail to see if the per piece 

charge might somehow correspond to any piece related costs 

above the breakpoint? 

A Again, I am not the cost witness, but I am not 

aware of a specific study about that. 

Q I didn’t think you had. I just wanted to make 

sure I hadn‘t missed anything. Okay. 

Now, as a net result, as Mr. O l s o n  covered some 

this morning, the net effect of these changes for above 

breakpoint mail results i n  a rate decrease proposed for the 

Heritage Reporting Corporation 
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heavier pound rated ECR pieces. Is -,hat zorrect? 

A Yes. 

Q And that occurs desp:? :he overall increase in 

rates for pound rated ECR pieces collectively? 

A Yes. 

Q And I think as Mr. ::.,,.. . ~ .1 .and you eel-iered :n your 

Tables 5-A, B and C,  basizili;. :;zu have bolded in there .what 

I'll call the inflection poinc it which the pieces or rate 

categories start to see iec-eises? 

A Yes. 

Q Okay. And deF?r.'j::?:! :ccn :he pre-sort le.:eI -3r.d 

the destination entry, those  duction ions kick in at 'weight 

increments ranging from six ounces I t h l n k  f o r  CDU 

saturation mail to eight ounces  f o r  the basic tier :icsat. 

Is that correct? 

A That sounds right. I'm just checking here. It 

certainly depends on the destination entry, but that's about 

right. 

Q Now, you were kind enough to answer AAPS-T-28-2, 

which was redirected to you from Mr. Moeller, and you can 

turn to that if you wish, but that interrogatory asked for 

tne total number of saturation to your pieces that were 

estimated to experience a rate decrease under the proposal 

That was slightly less than one billion pieces, correct? 

A That's correct. 

Heritage Reporting Corporation 
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Q Do you recall if  you were asked if there 'was a 

total number of ECR pieces; not just saturation, b,t ,311 

projected volumes that .would experience thls rate decrease? 

A I believe I was asked that 

Q All right. 

A The information IS also in the exhibit Lhat :s 

appended to my testimony. 

Q In your Exhibit A? 

A I think it's lust called Exhibit T-21. 

Q Okay. All right. And you would lust sum these 

numbers, so we would end up w i z h  approxlmatel:/ :. 7 z r  : .  

billion pieces? Is that correct? 

A They're not added up on my exhibit here. 

Q Right. I eyeballed it, but apprnxlmatei:.' I Z ' . ~  . .: .~ 

bill ion. 

A The other interrogatory you may be referring 5 0  is 

NAA-5 where I sum the total difference and show how small 

the difference is. Is that iyhat you're referring ~ ' 2 7  

Q I was actually looking at your Exhibit 31-A. 1 

think if you just. took the subtotals of the three different 

tiers there and added them up you would come to a figure a 

bit less than two billion pieces, but that's the number of 

pieces that would experience that, correct? 

A I'll accept that subject to check. 

Q All right. 
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A I would need to add the subtotals. 

Q But that’s where we would look to Find the number? 

A Yes. 

Q Okay. Now, these were the proposed rates that 

were approved by the governors in their meeting in early 

September, correct? 

A Yes. 

Q Was that September 10. if I recall correctly? 

A I think it was a :wo day meeting. 

Q Yes. 

A September 10 and 11. 

Q Since the governors approved that, the Postal 

Service’s financial fortunes have not been quite as ,?ood is 

they had hoped. Is that correct? 

A That’ s correct. 

Q Has the Postal Service been experiencing financial 

problems since then? 

A Yes. 

Q Okay. At any point since September 12 say have 

you had any second thoughts about proposing to reduce any of 

these rates for any of these mailers? 

A No. 

Q No? Never? So you have no problem continuing to 

propose to reduce these rates for close to somewhat less 

than two billion pieces? 

Heritage Reporting Corporation 
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A Looked at in the context at the entire pr-oposal, 

the percentage volume of ECR that is affected is ..'cry small, 

as I demonstrate in the text that 3ccompanies my Tables 5-A 

through C. I didn't feel that that was a - -  it hasn't 

concerned me because i t  is such i small ,decrease. 3 small 
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amount. 

In answer to the 2nteL-rogatcr;y chat I had starr_ed 

to talk about, I quantified the revenue to the Postal 

Service if in fact rates were frozen it those tie-s, .3nd :he 

impact, the revenue impact, 1s quite minimal. It's under- .:-~ 

million, which as a perzentije -.t ZCR re'lenue is x:z:-,Lil. 

Q Okay. So these are '~ariou-c reasons why :JCU 

haven't been troubled by that proposal in light of :he 

events since September 11) 

A I feel that it's a moderate proposal. The 

decreases - -  in f.2ct, the smallest decrease that the Fostil 

Service has proposed, as I outlined in my testimony, and I 

feel that there are compelling reasons ta lower the psund 

rate, as I've outlined in my testimony. 

Q All right. You started outlining those I be1ie.e 

on page 12 of your testimony. I would invite you to turn 

there now 

A Okay. 

Q In the first paragraph there, one factor that you 

cite is the cost (data that you have received from Witness 
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Schenk about the weight/cost relacionshlp. Is that correct? 

A Yes, that’s correct. 

Q Okay. Then in the secand paragraph on page 12 you 

introduce the implicit cost coverage discussion that goes on 

€or a few pages as a second f3c:~r. Is rhat correct? 

A Yes. 

Q Okay. And elsewhere, 31-hough I don‘t remember 

seeing it exactly in this passage, I believe you also 

mentioned that you in fat: also b a l a n c e d  the effects of the 

rate changes on alternat;.Je prcviiers of saturation 

advertising services. I think :.zi; - isad ::;e phrase rock that 

into account. 

I know you said it in N U - 8 .  I believe you ,also 

said it in your testimony. Is that correcLc? 

A I think what my testimony says is that it 

balances. The pound rate proposal bzlances the concerns of 

those who contend that they may be disadvantaged by a 

significant reduction in the pound rate. 

Q What page? 

A The cost evidence - -  

Q What page? 

A I ’ m  sorry. Page 20. 

Q Oh, yes. 

A Lines 15 through 18. 

Q I think that’s what you meant. You use analogous 
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language in your answer to N M - a .  

A Yes. Also on page 21 of my testimony, I do add 

that the concerns of alternative providers of saturation 

advertising services were taken into account and balanced 

with the concerns of businesses that would prefer a lower 

pound rate. 

Q So is that a third factor that you considered ar 3 

third and fourth factor that you considered? 

A I considered them. I rhink that prior t 3  t h a t  I 

mentioned why I didn't propose a further decrease, 50 this 

in itself was not a reason that 1 gave for my p r s p g s a i .  I: 

was a reason that my proposal didn't suggest a lower p c u c ' i  

rate. 

Q Okay. And then in a sense it was a f a c t o r  :.TU i l i  

take into account for - -  

A Yes. I did take it into account in noc setcina 

the pound rate lower. 

Q All right. You use the phrase raker. 113.t3 acc3unc.  

My question is hew? Was that a judgement made by you? 

A It was a judgement made in my testimony. Also, 1 

on page 20 cite the Commission recommendation in a previous 

docket, page 20, lines 9 through 13, where the Commission 

says, "The Commission's recommendatlon must also consider 

the impact on mailers and thelr customers who pay the pound 

rate," so I considered customers really on both sides of the 
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discussion. 

Q And you considered that .3nd arrived at your pound 

rate proposal by exercising your  ;,~dgement based on all 

those considerations? Is that csrrect? 

A I exercised my ;uc:=--.~::t 3nd zilso ran different 

rate iterations to see wha: ::..e .>j)ict of different lower 

pound rates would have 01: the :t:-.er rates. I wanted to keep 

my recommendation for a lower pound rate moderate, and I 

also wanted to make sure :hat ':'J;Irent rate relat Lsnships 

were adhered to. 

Q I think you h i n t e d  i: - j i i  ;ust ZOY. sa .:'C?l 3ilso 

took into account then a 'desire :o limit :he rate chanqe in 

any particular cell? 

A Yes. 

Q Okay. 

A I mentioned that in m y  testimony. The m t e  change 

limit was below ten percent. 

Q Okay. Did the general oblective of supporting the 

automation program have any effect on the pound rate 

proposal, or was that just a factor concernlng something 

else and doesn't come into play here at all? 

A When you say supporting the automation, are you 

referring to the classification change? 

Q No. I'm referring to the general policy the 

Postal Service has~advanced over a number of years as 
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encouraging mailers to use automation and to prepare :heir 

mailers in DPS. I was not referring to the mal? 

classification proposal per se. 

That may be a factor that is something you want to 

do, but it's independent of the pound rate. I ' m  :USE * ' - : .~ -  ~- 1 . < .  1 

to decide if that has any bearing on the pound rate 31- I: 

it's unrelated. 

A I think it does have some bearing on the pound 

rate in that I widened the gap between letters 3nci r-,o:i- 

letters at the high density and saturation tiers so t h r  

letters would ~- the gap was raised to ;accDunt f ~ r  : e ! * : , :  

bar coding per our proposal, and the pound rate fits in:: 

the formulas that led to that decision so indirect!:: t h e  

pound rate was a consideration in that, and that z e ~ : ~ : : : ~ ; ;  

would certainly apply to automation. 

Q When I read your testimony, I have the :rnpressxn 

that Witness Schenk's evidence and the implicit cOst 

coverages are the main two things that you looked 3 t .  ic2 

these other factcrs are things that can support your 

proposal, but may not have been what you really looked when 

you were selecting the rate at in the first place. Is that 

correct? 

A Those, along with the issue of fairness, are the 

prime reasons that I took into consideration in setting the 

pound rate lower. 
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I also looked at factors such as the implicit 

coverage analysis, which was discussed earlier at some 

length, which illustrates that pound rated pieces in fact 

have higher coverages regardless of the breakpoint 

assumption that's made, so to me although that's not 3 

reason, that illustrates the point. It: really illustrates 

the moderate nature of the proposed reduction because there 

would still be a gap in the implicit coverages even with the 

test year after rates. 

Q You used the word fairness lust now, which I A i 5  

not see anywhere in your testimony uniess I overlooked I -  

Can you tell me what you meant by that just now? 

A Yes. On page 20, line 2, I said, "As demonstr,3red 

above, the proposed reduction in the pound rate of fc-r 

cents is imminently reasonable in terms of bringing the 

piece and pound implicit coverages closer in line and has a 

minimal impact on overall ECR volume." 

u All right. 

A Then I go on to outline the Commission's decision 

in the previous docket. I don't believe I used the word 

fair per se, but that's implied thrcughout this argument. 

Q Okay. And when you said there in line 2 on page 

20 that the reduction was you used the words imminently 

reasonable, it's followed by a clause that specifically 

refers to the implicit cost coverage and comparison. Is 
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that correct? 

A Yes. It’s followed h:i rhat, and then it‘s 

followed by other items as well 

Q Yes. Okay. Now, earlier today you were cross- 

examined by Mr. Olson on the ”ffncts of or consequences t o  

your testimony If there are f1a.n.s 11: Witness Schenk’s zost 

numbers. Do you remember any  ~f ‘,hat analysis, that 

discussion? 

A I remember a little .?bout -,hat discussisn. 

Q Okay. I’ll try to ref:-esh your recollection d 

little bit. I believe :,TU tzld h i m  that :/ou a r e  ::at 3 J Z : : ~  

witness, and you did not do an independent cost anal:,’sis. 

Rather, you treated Witness Schenk’s numbers as had been 

given to you. Is that correct? 

A Yes. I do recall that. 

Q Okay. And I believe you conceded that if Witness 

Schenk’s testimony contains some error in the cost numbers, 

that error would carry through to your testlmony as ‘well zo 

the extent you used those numbers. Is that correct? 

A Certainly it would be reflected in the coverages 

if her changes were material. 

rate - -  

In terms of setting the pound 

Q No. We won’t go into that, but the basic 

principle is if there is a flaw in her numbers that 

potentially infects your numbers, too? 
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A It potentially does. A lot. of it depends on the 

source of the error and the materi.2liL:.r, the size of the 

change. 

Q Right. Now, Mr. Olson asked you a series of 

questions about detached address labels in connection with 

your Table 3. Do you recall z 5 . a ~  disc’~ssion? 

A Yes, I do. 

Q Okay. One of the thinqs that you said there was 

that i f  Witness Schenk‘s test:m:c.n:,’ has 3 misallocation of 

cost between letters and E l a t s ,  to paraphrase, it is not 

clear what effect that ,would ha.:+ ;n T . 3 b l ~  3 because Table 3 

is a comparison of piece rated and pound rated pieces. Is 

that correct? 

A That‘s correct. 

Q Okay. 

A I was talking about both Lhe fact that shape is 

not included in here, and, nonetheless, it would also depend 

on where the change originated. 

Q Okay. 

A For example, if piece rated non-letters, if 

lightweight piece weighted non-letters, were affected and 

they are below the breakpoint, that would not have an impact 

on this analysis at all, so a lot would depend on the actual 

source of the misallocation. 

That’s one reason that I could not agree to some 
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of the earlier hypothet.ica1 statements because 1 .xou?d need 

to know more about not only the iiltirnate source of the 

change i n  cost, but also how that fed through to Witness 

Schenk’s data, which was very unclear earlier today. 

Q Okay. Let me then direct your attention instead 

of to Table 3 to a different interrogatory in which ::ou “ere 

asked to compare on the basis of shape. i think that iias 

Val-Pak-8. 

Actually, I would direct your attentior: 

specifically to your supplemental response to V a l - ? a k - r j ,  

which you filed on December 28. Do you ha.ie that? 

A Yes, I do. 

0 Okay. On I guess it’s the third paqe of ::oixr 

supplemental response to Val-Pak-8, you actuall;,, p r - s e n i  

impiicit cost coverages for ECR lettel-s and non-letters. 1s 

that correct? 

A That’s correct. 

Q And then you also give us J couple aitern~t~vrs 

for doing that with taking your proxies for the breakpoint 

into account? 

A That’s correct. 

Q Okay. So to ask a question Mr. Olson m i g h t  ask if 

he were here, if it could be shown - -  i f  hypothetically it 

could be shown - -  that Witness Schenk’s figures have 

improperly allocated cost of detached address labels to the 
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letter shape pieces rather than flats, that misallocation 

might affect these numbers you present here in the 

supplemental response to Val-Pab-. is rhat correct? 

A We have the weight issue that comes into effect 

again, too, because - -  

0 Well, that’s not .~:i :ss)ue at the tap lines here 

where it’s totals of letters i::d :?ats. 

A It’s true that in the t2tals that are given here 

if there was some misa1locat;on 3 :  :r,st such that <he cost 

for letters were lower, that would change the impiicit 

coverages, as it would :-han~?e :?.e ?.on-lecter ,:overaaes ~f 

their cost changed. 

Q And if you moved to the breakpoint or proxy for 

breakpoint comparisons, then you .would add in the addizional 

level of trying to figure out how such an error would be 

spread  if you were distributed among weight increments? Is 

that what you’re getting at? 

You’re saying when you take the hreakpoint into 

consideration, there is an extra level of complexity 

involved in that you have to figure out the distribution of 

the error across weight increments? 

A Well, given  that the total ECR letters and non- 

letter coverages that are given in the first two lines cover 

all weight categories and reflect both piece and pound rated 

non-letters so that in fact looking at those coverages would 
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not be enlightening in terms of discussing the pound rate in 

and of themselves, I think you would have to i o o k  ,2t snape 

and weight, not just shape. 

Q Let me ask it again then. So the first two l ines 

of the supplemental response there go to the shape, so f i ; a t  

gives you an implicit cost c3veraqe. if you 'will, Cy s r , i p e  

across all wei~ghts? 

A That's correct. 

Q Now, if you also wanted to look at i ~ , p l i c : :  :zsr 

coverages by shape above and below your breakpoint prcx:es. 

then you've given us numbers here with scme alter:iAr:':+:;, 

but if there is a misallocation of cost between letters i::l 

flats because of the costing of detached address labeis 11: 

the system, I think what you're saying is that ]'ou 'G>.ILI 

want to see how that error gets distributed among .weiqhr_ 

levels before concluding that you've got a problem. 

A Yes. 

Q Okay. Now, all of these implicit COSC c3.:erri':Jes 

as you see here, you were asked many different flavors of 

them, essentially all they are are measures of revenue over 

cost. Is that correct? 

A That's how the calculation is performed. They 

also, though, can be indicative of a potential mismatch of 

costs and rates. 

0 And the costs figures are irom Witness Schenk, as 
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A Yes. 

0 Okay. And the revenue figures are based on your 

either current or proposed rates, depending which ones you 

use. 

A Yes 

Q So aren't implicit cost coverages really :ust an 

alternative way of presenting that same revenue and cost 

figures you already have? You don't add inything new .when 

you do an implicit cost coverages except calculate a 

percentage. Is that right? 

A I don't fully understand the question. 

Q Well, when you start to do an implicit cost 

coverage, you already know the cost figure and you a i r eddy  

know the rate figure. 

A Right. 

Q So all you're doing is a mathematical comparison 

of the two. 

A It's an analysis. 

Q Okay. If you could turn to your answer to 

Val-Pak-32, please? 

And you can take a moment to review it, but I ' m  

merely going to focus your attention to subpart F 

(Pause. ) 

Q Okay. Are you ready? 
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A Yes. 

Q And this was yet another question by Val-Pak sn 

the subject of the consequences sf 3 possible rnisalLocation 

of costs of detached address labels and I think your answer 

today is the same here. 3as;ci:l:i .  rhe way ~t ,works ?ut 

here, the denominator ~n :,’our ~ r n p ! ~ c ~ t  cost coverages L S  tb.e 

cost figure from Schenk, correc:? 

A Excuse me. I don‘t see detached address labels 

noted in this question. 

Q Oh, actually, :;ou’re right. All right. Xeli. 

strike that, then, but tS.e :mpliz:t cost 7overaje 

calculation, Schenk’s cost numbers are the denomina:or 

A Pardon? 

0 In the implicit cos[: coverage caiculation, t e  

Schenk cost numbers are the denominator. Is that correct? 

A That’s correct. 

Q Okay. So i f  there is a change in those numbers, 

then the whole implicit cost coverage is 301ng L O  be 

affected. Is that correct? 

A In general, yes. Again, i~t depends on the degree 

of the change. 

0 Right. And that’s what you’re getting in 32F of 

Val-Pak, where they ask you to assume that some costs 

attributed to 1et.ters were in fact caused by items whose 

revenues were attributed to non-letters, and I read into 
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that the detached address label issue, and so you're 

agreeing with the general proposizicn ,arid you are saying, 

well, the impact could be minimal depending on degree. 

A That's correct. 

0 Okay. Do :iou happer. L,s know hcw sensitlve your 

implicit cost calculations ,are :'> ,:5anqes :n the 

denominator? 

A Well, one measure siould be the supplemental 

response to Val-Pak-a. 

Q And how would that be ,an answer zo that? 

A Well, I show :n r-esp:?.se z 3  . :3L-? ,?k-dG :he 

original response as revised and the alrernative Tethod 

where Witness Schenk actually noves sove q f  t h e  ' io lumes 13 

computing her costs. And the differencz appears t 3  be 

fairly minimal. 

Q Well, I was thinking of a different sort of 

sensitivity. I was going to ask you to assume that the 

attributable costs of non-letters were underst3:ed b;,,, sa:/, 

10 percent, so that actually the denominator would be 

10 percent larger. That would just have a direct 

mathematical effect on the implicit cost coverages, would It 

not? 

A As we said before, changes in cost would have some 

impact on coverages, but it might be minimal, depending on 

the degree of the change 
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Q Well, if the change is 10 percent, if the 

attributable costs were understated by 10 percent, 'would 

that be a minimal change, in your view, to the cost 

coverage? 

A I don't have a calculator and can't do :he Tath 1:: 

my head as to how it translates when divided by the '.'Pry 

large volumes in commercial ECR 

Q Okay. Can you tell us what change in imp1ic:t 

cost coverage you would regard as significant? C i . . r e  

percent, 2 percent, 10 percent? 
. .  A I didn't put a quantitati-Je band 2n i t .  hut : 3 : :  

note here that the change with my original responses reT,':srd 

to Val-Pak-8G said for ECR non-letters above or equal t 3  ? . ' I  

ounces, the first coverage was 256.6 percent and ,hen 

Witness Schenk moved the heavy letters into the non-letter 

category, it went from 256.6 percent to 252.3 percent. 

I don't consider that significant in this case 

because it still illustrates that there is a '3aD beiow the 

break point and above the break point. And, again, that 

pattern is true a l s o  when you're using 3.5 ounces as the 

proxy for the break point. 

Q Okay. But if you turn to the next page on that, 

where you present the implicit cost coverages for letters 

and non-letters under your alternative methods - -  

A I'm sorry, you're referring to 8D? 
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Q Yes. 

A Okay. 

0 There, depending upon the method you use, 

actually, in one letters has a higher implicit cost coverage 

than non-letters and in :hr ::!..'.r :=e 1: doesn't. 

A That includes piece t : : ~  pound tated. 

Q That ' s right. 

A ECR non-letters. 

Q That's a differen: -~ 

A So really the ,distinczidn is looking at the piece 

and the pound rated. 

Q Right. This would suagest that letters and 

non-letters under the proposed rates have about the same 

cost coverage. 

You said you wouldn't quantify what significant 

is, you're not going to quantify it for me today? Are you 

just going to say the change shown on your answer to 8D IS 

not significant? 

A The change does not appear to be significant to 

me. 

0 Okay. If the change were 20 percent, would that 

be significant? 

A It would depend on the slze of the gap. If the 

gap were 500 percent, a change of 20 percentage points might 

not seem as significant as if the coverages were much closer 
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together. 

Q Well, would a change of 20 percent be signi:;sant 

with the coverages we've got in this case? 

A Which coverages are you referring to? 

Q Well, let's see. We z3uld lust deal '%it!: 'T,iO!c : ,  

just take it off of your Table 3. What I ' m  trying 5 3  jet  l r  

is the numerical size of the change what's important 01- ::; 

it merely what gap may still remain after the change is 

taken into account that :Jou're going to !ooK at7 

A I'd actually be interested in both because 1 *:::::'..< 

you certainly want to see :he ch:ange after. 

Q Okay. Well, on Table 3 as revised, the a f r e r  

rates under both alternatives is about 30 percent ''cap, :! 

you will, roughly speaking. 

A Yes. 

Q Would a change of 20 percent of that 30 be 

significant to you? 

A It depends what was changing and why. Zer:ai:zi:, 

it would be more significant than the change that we see 

here in my proposed rates. 

Q If the denominator were changing because of a 

misallocation of costs, would that be significant? 

A Again, it depends on the degree of misallocation 

and where it comes from 

Q Well, if there were a misallocation of costs that 
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were properly chargeable to heavier pieces that were in fact 

mistakenly charged to below break point pieces, that ,would 

be one example of a change that might affect the denominator 

and I’m just trying to get - -  can you give me any more 

guidance as to what would be a significant change? 

A It’s difficult to deal ‘with hypothetical 

questions. There’s a mixture of elements here and I don’t 

feel comfortable - -  I’m presenting the implicit coverages in 

my testimony as well as those that i calculated in response 

to several interrogatories under a .Jariety of hypothecicL%l 

situations and it’s difficult - -  I don’t feel cornfortab!- 

pursuing the line of hypothetical here. 

It’s a complex issue and I dcn’t think that I r3n 

generalize sitting here about what would be Important ar 

what wouldn’t be important in terms of what I’m looking at 

because there are many factors to consider and, as I state 

in my testimony, multiple factors support my proposal for 

decreasing the pound rate. 

My proposal is moderate and this chart was meant 

to be an illustration of why my proposal is reasonable and 

1s moderate. It’s not meant to be a mathematical formula. 

This is an illustration and I also gave other illustrations 

in response to interrogatory questions about that. 

Q Well, on footnote 11 to your testimony on page 12, 

you state that although cost coverage is of primary 
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importance at the subclass level, it's not general114 

required at subclasses. in this ~nstance, estlmates of 

implicit coverage are "en1:ghten;ny. " was your word, a n d  ln 

NAP-3, we ask you why it's enlightening in this instance 

And you should turn to that. 

And your answer, .3s t a r  ?s I can  tell, LS t h a t  ~t 

helps to illustrate your proposal. 

A Yes. I say that it also shows the reasonableness 

of the proposal. 

Q Right. But you did not ~- 

A I refer to the fairness oE ~ 5 . e  p r c p ~ ~ a l .  

Q You have not looked at other classes of mall. :s 

that correct? 

A That's correct. And I'.Je - -  

Q Okay. So ~~ 

A That's not why I ' m  here today 

Q I understand that. So I was lust struck by the 

fact that you mentioned it was enlightening because It 

supports your proposal here. Would it also be enlightening 

if it did not support your proposal here? 

To put  ~t differently, I ' m  just asking whether 

your  characterization of this enlightening here is it simply 

happens to support. what you're proposing. Why did you 

single out ECR? Why is it enlightening f o r  ECR and not for 

other classes? 
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And the only answer you :An tell me is it supports 

your proposal, but you didn't lock it 2ther classes. Is 

that correct? 

A Well, I ' m  the witness in pricing fo r  enhanced 

carrier route. I ' m  not  3 ' x * - - ~  I L . . r ~ ~  ~n qther subclasses. 

0 So do you have an :Fi:::zn 3n whether it would be 

enlightening if we looked 3t imp?Lcit cost coverages for 

other subclasses as well? 

A I had an interrogatcr:: question dealing ~ i t h  this 

very issue, which I ' m  looking f s r  m y  response. Basically, 

my response said that :hat 'xds:?': so.ne:!:i:?g that I 1ci.ke.i 

at, but I can find this for you, it may t,3ke me a morner.t. 

Q It's at NAA-3? 

A Yes. That is what I stated Ln NAA-3. 1:'s i n  

additional interrogatories as well. 

Q You lust haven't studied whether implicit cost 

coverages would be a useful analysis for  other subclasses 

A That's correct. 

Q Now, switching sublects a little bit, because of 

the way the ECR rate designed formula works, the rate 

decreases that you propose are the largest for the heaviest 

pieces as a percentage. Is that correct? The largest 

percentage rate decrease goes to the heaviest pieces. Is 

that correct? 

A The decreases depend on the weight but also on the 
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density tier and destination entry. And, again, we're at 

Tables 5A through SC, the density tier analysis. 

Q All right. Okay. All right. So let's lust look 

at 5C, which happens to be the saturation one. But if you 

look at any particular destination entry lexiel, the largest 

decrease is experienced by the heaviest mail at chat 

destination level. Is that correct? 

A Yes. 

Q Okay. And the largest decrease is act'~all;r :he 

saturation DDU at - -  well, what you've got here 1s rhe 15 

ounce increment or thereabouts. 1s chat right? 

A Yes. That's correct. 

Q Okay. So a 15 and a half FCR piece would en-?:/ 

the decrease - -  that's entered at Lhe DDU would enlo:,' i 

decrease of about 7.18 percent. Is that correct? 

A I'm sorry, what was the weight? 

Q So a 15 and a half - -  

A Excuse me. What was the weight? 

Q Fifteen and a half ounces or 16 ounces. 

A It would be approximately that. But, as 

I explained when I introduced the tables, these figures 

a c t u a l l y  o v e r s t a t e  t h e  amount of decrease  because the  column 

marked 16 I performed the calculation at 15 rather than 

15.5 

Q You can't really mail at 15 ounces as ECR, can 
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you? 

A No, but we're lookinq i~ 16 applied to the rate 

f ormu 1 as 

Q Yes. I understand that. And I understand that 

you did a little sort of ~- 

A It was a s i m p i i f : / i n i ,  13nser~ative assumption. 

Q - -  a simplification ::-:-e, but .when I think of i t ,  

16 ounces, doesn't it become a standard B piece? Or is  

it - -  at what weight leve: Aces I: become i standard 3 

piece? Do you happen to know? 

A I believe it's . i cc . :~  :6 3unces. but - -  

Q Okay. So up to : 5 .  ~iay. I ' m  not sure. g u t  in ;. 1 

any event, my point is takinq '3 piece at the 16 OUCCP 

increment you've got here, :t's qot a decrease of 7.13 

percent, whatever - -  

A If it weighed exactly 16. Right. 

3 Whatever it, that's what it gets. 

A Exactly. 

Q Okay. Now, if this piece inadvertently got too 

heavy because it was poorly designed or for some other 

reason and it weighed 1 7  ounces, it would no longer be part 

of this table, it would be out of ECR and it would become 

something else 

A That's correct. 

Q Okay. Are you familiar with the distribution of 
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the cost observations in Witness Schenk's testimony .xh;ch 

were used to develop her estimates of the effect s t  'weiqht 

on cost? 

A Could you clarify the question? 

Q All right. Witness Schenk's testimony presented 

or is built upon a number of different inputs, one ';.f ~ h ~ z h  

are IOCS tallies of different weight increments. Are :'cu 

familiar with that or not? 

A Are you referring to the cost by ounce :ncreme?.Y' 

Q Y e s .  

A In Library Reference 58? 

Q Yes, ma'am. 

A Yes. I ' m  familiar with that. 

Q Okay. Are you familiar wlth the dlstr-5,Jr;;n :: 

the IOCS tallies at the higher weight levels ~n rhat 

testimony? I'm not asking about cost pattern. I ' m  asklrq 

if you're familiar with the number of tallies that ilnderlie 

the cost figures in her testimony. 

A Not in detail. No. 

Q Okay. Do you happen to know what the rates would 

be for a standard B piece that weighs 17 ounces? 

A No. 

Q Okay. So if looking at our hospital 16 ounce 

saturation DDU piece that's on page 19, Table 5C of your 

testimony, if that hypothetical piece through poor design or 
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over zealous salesman of advertising inserts or whatever 

became a one pound and a half ounce standard B piece, do :iou 

have any idea what the rate .would become? At any of the 

possible entry options? 

A No. 

Q Okay. Using your proposed rates - -  so you cion’: 

know if a rate discontinuity would exist between standard 

ECR mail and then standard B mail that picks up once you get 

out of ECR because of ,weight. Is that correct? 

A I can‘t specifically cite what the change 1s. 

I do know that it has been looked at by the Post31 5erI:zir. 

but I am not the person that looked to assure some 

consistency or who can discuss the relazive relationships 

between the subclasses. 

Q So it’s not been looked dt by you. 

A I have not looked at it. 

Q Okay. Under your proposed rates, can ysu fairly 

easily tell me what a basic ECR piece weighing 15 3nd 3 half 

ounces would be charged, simplified at 16 ounces ,would be 

charged if it’s not destination entered? That‘s just a 

simple matter of t.he pound rate plus the piece charge, 

r i g h t ?  

A Yes. It. would be the appropriate piece charge 

plus the pound rat.e 

Q Okay. And just for fun, that would be ~- can you 
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just tell me what that would be? 

A Would you like -he information for the proposed 

rates or the - -  

Q No. We'll just do - -  basic tier starts at - -  you 

know, the 16 ounces would essent iL>11.y be .about !he 59.a 

cents for the pound rate and chen ;ou'3 liax~e the ziece 

charge on top of that, correct? 

A That' s correct. 

Q Okay. So 'we come t 3  ,ibout 56 ' x r  5 7  cenLs 

A That's correct. 

Q Okay. So if we 5a:.e 3 i:eav). : a t 3 k g  :?,,a! !:.iFpe?.:< 

to weigh 16 ounces and it's not drsp shipped at a l l ,  Lhat's 

the postage it would pay under your rates? 

A Yes. 

Q Okay. Let me ask you, under your proposed rates, 

is the rate for an 8 ounce saturation DDU flat about 33.5 

cents? With the saturation DDU now. And 8 ounces being 

half the pound rate plus the per piece charge. 

A Are we talking about the current or the proposed 

rates? 

0 Under your proposed rates. Proposed rates. 

A Could you repeat that, please? 

Q Yes. Just take an 8 ounce saturation piece 

entered at the DDU. And does that come to ~- what, about 4 5  

cents? 

Heritage Reporting Corporation 
(202) 628-4888 



2062 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(Pause. ) 

Q No, it's not. I ' m  scrr:;. 

A That's not the figure ~~ 

Q No. The figure you get is about 3 3 )  

A Well, why don'L we '10 rnrauqn it? 

Q All right. What do ::?E Get? Actually, I've 

miscalculated, I see that. 50 , w h t  do you get? 

A I actually haven't tinished, but what I was 

getting was quite a bit lower tk,jn the figure that you 

quoted. 

Q Okay. D i d  :;@a get if-.,: ha 

the piece charge? 

A We're talking about saturat 

Is that correct? 

Q Yes. 

on DDU non-letters? 

A As per my workpaper, page T, which gives the 

proposed rates, we would take the piece rate, which is ,037, 

and we'd take the pound rate, .which is ad]usced f 3 r  the DDU 

and for saturation, and that's ,441. 

Q And since it's an 8 ounce piece? 

A Right. We would divide that by twc. 

Q So you set about 25.7 cents or so. 

A Yes. 

Q Okay. Are you aware that some advertising mailers 

choose to mail at first class rates? Are you familiar with 
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that phenomenon at all? Or have you ever received an 

advertising piece at first class rates? 

A Are you referring to a specific piece ~f my 

testimony? 

Q No. No. I’m askino you a question, 3 different 

question. I‘m asking you are you aware that some 

advertising mail is mailed at first class rates? 

A I believe in a general sense that that‘s true. 

I don’t know the details and haven’t studied thar. 

Q All right. And then would you presume :hat ‘he:,. 

might do that for service reascns 3r other reascns :he:; 

think made it an attractive option for them? 

A Again, it’s not something that I’,Je st-died. 

Q Have you ever compared your rates . x i t h  Ehzse - f  

first class mail to get a sense of what choices tk.ey may 

offer an advertising mailer? 

A That’s not something that I’ve studied. 

Q So as part of your task in proposino 3.lr,d ,designin9 

ECR rates, you did not take a look at the rates that an 

advertising mailer might choose from in other classes to get 

a sense of reasonableness? 

A I can‘t recall the specifics but I did compare 

them with parcel post 

A I‘m sorry, bound printed matter 
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Q Oh, bound printed matter? 

A But, again, as i recall, !here was - -  the 

transition was reasonable there fzr heavy catalogs and to me 

that seemed like a logical subclass to look at. 

Q As long as ;.oil ?u:ii:t':' :̂  enter it 3s Sound 

printed matter. Is that z3r:-e.::? I f  you don't qualify as 

bound printed matter, )io- 2 3 9 ' :  ~ 3 y  that rate, can you? 

A That's correct 

Q Okay. But :;ou i i3  ::=E look at first class rates? 

A That's correcc. 

Q Would it surprise ;:z*.; is a nailer of first : lass  

rates yourself, as I assume :;ou are, that the rate for a 

ounce first class mail is 3 lot higher than the rate 'we 

calculated for an 8 ounce saturation piece? 

A Could you repeat the question? 

Q Would you be surprised to learn chat the rate for 

an 8 ounce first class mail piece is much higher than an 8 

ounce saturation ECR piece? 

A Are you speaking of myself as an individual or as 

an ECR witness? 

Q As a rat.e design expert. Yes. As a rate design 

e x p e r t .  

A I'm representing the enhanced carrier route 

subclass here and as an ECR witness, I have no comment on 

that. It's not something I've studied. 
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Q So as a rate design witness, it is your Eestimony 

that you see no need to look at first class rates T,D ?et J 

sense of the reasonableness of the rate you're designing 

Is that correct? 

A No, that is not c3rreci. 

Q Okay. But you have testified you did not 1:: tact 

look at first class rates while designing your ECR rates. 

Is that correct? 

A I did not personally. It's my understaneing : h c  

we have a rates level 'witness who looks at the rates ,dcr':::s 

subclasses 

Q All right. And if you take off your hat 3s :.".e 

rate design expert and put on your hat as a person ,wb.o - . i l l s  

stuff, would you be surprised if there was a big di:fe:~e::r!= 

between the rates for an 8 ounce first class mail piece . i r 5  

an 8 ounce ECR piece? 

A What's "a big difference"? 

Q More than a dollar. 

A I guess I would wonder what they were mailing 

first class that they could have sent so much cheaper. 

Q So that would strike you as a big enough 

difference to wonder why they did it? 

A As an individual, yes. 

Q All right. Now, I want to ask you about a 

different part of your testimony. Well, it's related to 
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this to some degree. One new thing that you had to deal 

with in your testimony 'was the proper split of commercial 

and non-profit ECR costs in order to comply 'with the 

statutory amendment. Is that correct? 

A That's correct. 

Q And as a result of that amendment, the Postal 

Service no longer tracks costs f o r  non-profit and commerclal 

ECR separately. Is that correct? 

A That's my understanding. 

Q Okay. And so therefore when the time came far ]'CU 

to design rates, you had ts determine the respecti-e z ~ t i t  

shares for commercial and non-profiT ECR. Correct? 

A That's correct. 

Q Okay. And you did that, as I believe :,'ou st3:e it 

page 9 of your testimony, by using the relative shares of 

the ECR costs thac were attributed to non-profit and 

commercial in the last case. 

A That ' s (correct. 

Q Okay. rCould you turn to NAA-2, please? Your 

answer to that. And a l so  keep your finger on N M - 1 ,  which 

was related to it. And this was a couple of questions -~ 

N M - 1  and 2 are questions we asked you about this 

allocation. And in NAA-2, you tell cs that right under the 

little addition you provide us that 92.25 percent of the ECR 

costs were assigned to commercial ECR mails, correct? 
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A Yes. That’s correct. 

Q And that was based on :!:e reiati‘Je coscs  for 

commercial and non-profit in R-2000-!? 

A Yes. That was based on t.he - -  I believe it was 

test year after rates data. 

Q And that in turn . w o u l j  :ICt h a v e  Seen based Cn :he 

mix of non-profit and commercial in this case, right? 

A That‘s correct. 

Q So it’s based on last :,‘ear’s case and nct this 

one? 

A I didn’t have l a t a  f r 3 ~  this case. 

Q Right. Right. Okay. That’s in facL why you !:<id 

to do it, right? 

A That‘s right. 

Q Okay. Now, in N M - 1 ,  we talked about this cosc 

splitting here and midway in that passage, you stated that 

t h i s  cost allocation methodology was liot intended to 

determine precise volume variable costs 2 f  the cornmrr-c;al 

and non-profit subclasses in isolation. And I want to ask 

you a question or two about that. 

First, although they were not intended to 

determine the precise volume variable costs, did you use 

these cost ratio figures in your rate design? 

A It was used overall really to have the formula 

run. It was not used in setting the rates. 
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Q So they were not relevant ~- this cost allocation 

was not relevant to setring the rites, but they were used 

because you needed them as inp::cs :n :be formula:’ is that 

right? Is that a fair paraphrase of ,what you said? 

A Yes. Yes, :t 1s. 

0 Okay. 

A The costs on page H - t  both ,workpaper 1 and 2 are 

the actual mail processing and uelivery costs that ‘were used 

in setting the rates. The ..’cI’.:~,t. ‘iarijble c3st :hat you 

referred to in your question IS in _ n p u t  L O  the f3rmula but 

it’s really to make the f s r m u l  L :-‘.in, IS : ‘ T I  sure :.cu’re 

familiar with the models. 

(1 Oh, 1 know something about vour models. N o w ,  chis 

lust ~- I hope not to introduce confusion here. This ,zssr_ 

allocation, the split between non-profit and commercial, 

does that have anything to do with Witness Schenk’s 

testimony? 

A I don’t think so. 

5‘ I didn’t. think so either. ~ 

A I’m not sure what you’re referring to. Actually, 

I ’ m  a bit puzzled. 

Q Witness Schenk does not use that split, as far as 

you know, does she? 

A N o .  Wit.ness Schenk does not use that split. 

That’s my understanding. 

Her-itage Reporting Corporation 
(202) 528-4888 

1 

2 

3 

4 

5 

5 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 



7 

8 

9 

1 0  

11 

12 

1 3  

1 4  

1 5  

1 6  

1 7  

18 

1 9  

2 0  

2 1  

22 

23 

24 

2 5  

~ 

2069 

Q Okay. So to run your formula, you use ~ h e s e  

allocation numbers that we've just been referr;ng '13 and 

then when you got into the rate design and you looked .-tt che 

pound rate and the piece charges, you looked at Schenk's 

numbers, which basically was a different box D f  numbers. 

A That's correct. May I ask for a break, a brief 

break? 

CHAIRMAN OMAS: Yes. Why don't we take about a 

five-minute break? 

THE WITNESS: Thank you. 

( A  brief recess was taken.; 

CHAIRMAN OMAS: Ms. Mayo, are you read;/ to 

proceed? 

Excuse me. Ms. Hope. I've got Ms. Ma:,,o cn "1, 

mind. MS. Hope. 

THE WITNESS: Yes, I am. Thank you. 

CHAIRMAN OMAS: Mr. Baker, you may continue. 

MR. BAKER: Thank you. 

BY MR. BAKER: 

Q MS. Hope, would you please turn to the ECR presort 

tree that you incl.uded in Appendix 1 to your testimony? 

Do you have it there? 

A Yes, I do 

Q Okay. NOW, you have the categories of ECR here 

This is commercial ECR, right? 
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A Yes. The rates that I g i . ~ e  here are for 

commercial ECR. The principle , d o i ~ l d  .xork the same in 

non-profit. 

Q All right. And between all your boxes of 

different categories, there i1-e ?hree nuhers and just so 

we're all on the same page !:e:--, -3m I correct, the top 

number is the current rat? di::ft.rence between those 

particular boxes, the middle number IS the calculated or 

estimated cost difference f a r  :?,e rest l  year that you're 

dealing with here, and :he bottcm number is y o u r  proposed 

rate difference. Is that ~ c r r ~ e c r l  

A That' s correct 

Q Okay. And I norice in the lower right-hand corner 

of this page there's a circle rhat heipfully says "Start 

here. 

A Yes. 

Q Does that mean you started with basic non-letters 

and then you moved over to set the basic letrer/non-letter 

rate differential? Is that what "Start here" means? 

A Well, I actually explain that on the previous 

page. It basically says that that's the route of the tree. 

Q Okay. That's the route of the tree, the way the 

trunks and limbs flow, if you will. Okay. So you start 

running the tree, which is a nice metaphor for what's really 

a formula, a mathematical formula, pretty much, right? 
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A Yes. 

Q Okay. And so the first thing you do is set the 

basic letter/non-letter rate differential. Is that correcc? 

A That’s correct. 

Q Okay. We know that because the arrow points :?.it 

way. Then ignoring automation letters for now, you :hen 30 

within - -  basically through the letters. ’iou chen set the 

rate differentials between the different presort tiers ct 

letters. Is that correct? 

A Y e s .  

Q And then once you drr:’Ie ,at satiuraticn -e::er5, 

then you move over to saturation letters. 

A That’s correct. 

Q And then you set the differential betsjeen :-r--,~.: ~. 

and non-letters at the saturation level. 

A Yes. 

Q Okay. Now, I notice that all those lines that 

we’ve covered so far are solid lines. Is that correc:? 

A Yes. That ‘ s correct. 

Q And, as you stated on the page before, 

I understand that that means that those are all 

pass-throughs that you selected. Is that correct? 

A Yes. That’s correct. And then the dotted - -  I ‘ m  

sorry 

Q I’ll help you get there. 
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A I was going to say - -  okay. 

Q We then move to the one I actually want to ask you 

about, the saturation non-letters to h i g h  density 

non-letters, which is a dotted line, and that is stated - -  

on the page before that is the implicit result that arises 

from the other decisions you maue previously before ‘we 3et 

to this point. 

A Right. 

Q So in other -words, that‘s a result of running :he 

formula. Once you punch in the other numbers, then you  ?ash 

run or enter, this pops out at ycu. 

A Well, the formula is written, but, yes, it‘s i 

result of the inputs to the formula. 

Q Right. Okay. And between saturation non-ierters 

and high density non-letters, currently the rate difference 

is . 7  cents, correct? 

A That’s correct. 

Q Okay. And the cost difference in this case 1s 

0.83 and you are passing through - -  or giving, rather, a 

rate difference of .9. 

A That’s correct. 

Q And, as you’ve confirmed, I think it was in 

Val-Pak-22, that that’s a pass-through of 108.3 percent. Is 

that correct? You can turn to Val-Pak-22, I believe we had 

a discussion of this. 
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(Pause. 1 

Q Well, maybe it wasn’t :here 

A I’m sorry, which Val-PIk? 

Q Well, I thought it ‘was Val-Pak-22, but I ’ m  not 

finding it there. But I ca1c:::i:ed ?r i zhink :,mu 

calculated that that works oaz ::> .I pass-through sf 178.3 

percent. 

A Yes. That‘s the pass-Lhrough that is in my 

workpapers on page M. 

Q And can you confirm c ! i a t  that 1s the aril:; - -  :hat 

this particular rate difference 1s -he  ,?n;:/ ~nst.iz:.~ ::: ::::I: 

commercial ECR rate design in which the pass-through, c1;e 

cost difference, is greater than iOC percent? 

A Yes. That ‘ s correct. 

Q Okay. Now, Mr. Olson asked you some questions 

earlier about pass-throughs at 100 percent and so f o r t h  and 

I won’t go through that, but question is really after you  

ran your rate design formula and presort tree ana you looked 

at this result where we have the . 9  cent ~~ the only 

pass-through that’s greater than 100 percent, did you stop 

and ask yourself, well, gee, let me think about that a 

little bit? 

A Yes. As I explained in my testimony, my goal was 

to maintain ~~ I was looking at the measured cost 

pass-throughs, to if possible maintain or increase the 
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measured cost pass-throughs. I Mas not emphasizing the 

percentage changes as much. 

It happens that this :s ;1 result of :he other 

inputs in work table C 3n page M In workpaper 1. So in fact 

I did not select the :C2.: ~erz?:~:. That came as a result 

of other rate design de,., L-i~n’:. 

0 I understand   hat, bur llfcer you made those 

decisions and you saw that it produced this result, did you 

say, gee, that‘s more than 13: percer.t, t h a ~ ’ s  generally not 

the way w e  like to do z h i n g s .  :et me look at it a n d  see :f 

there’s another way of Ac:n,? I::’ 3r did :;?u ~ u s t  no: 1 3 k  

at that or say, oh, well? 

A Well, I certainly looked at it. 

Q Did it concern you 1t ali that 1: was rp’31-e zhan a 

100 percent pass-t.hrough? 

A It‘s minimally above 100 per-cent and 1 believe 

I can find an interrogatory response, I think, which deals 

with that. 

Q W e l l ,  i t ’ s  probably Val-Pak-21 or 22. So it’s 

minimally above 1 C i O  percent. So let me try to get this 

another way. Can you answer yes or no, when you saw that it 

pr-oduced this result, did that concern you enough to take 

another look at the inputs? 

A I ran a variety of rate iterations with lower 

pass-throughs, that netted to a lower pass-through. As 
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I recall, I couldn’t achieve some of the other rate design 

goals when it fell out to a lower pass-through. Therefore, 

the 108.3 percent pass-through was something that really was 

a consequence of rate design decisions and the guidelines 

that were set for my rate design which are outlined :n w! 

testimony. 

Q In Val-Pak-22B, that interrogatory specifically 

asked whether you had considered a partlcular alternative. 

That is, saturation non-letzer rates higher b:i .2 percent 

and letter rates down lower by the same amount. And Ehen is 

I read your answer, you give some va~-ious reasons ,w:!:; yb.3: 

might not have worked, but basically that ‘was not an ~p:i?n 

you considered. Is that right? 

A Well, yes. I explained in m v  response : S  

Val-Pak-22B that the pass-throughs ar? not isolated inputs 

because the formula is dynamic. 

Q Right. And, in fact, I think your answer in 

subpart d when you were asked did you consider settin? Lhe 

saturation non-letter rates . 2  cents higher and letter rates 

lower, your answer was no, you didn’t, that it would not be 

consistent. 

Back to my concern, though, with the high density 

saturation non-letter pass-through. With the cost 

difference there, .83 cents, did you consider making that 

rate difference to be .8 cents instead of .9 cents so that 
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it would be less than the 100 percent pass-through? 

A What inputs to the formula would that have 

required? 

Q Well, I ' m  asking you i f  you considered setting 

that at .8 and then worki:ig b.3:-k '3 deduce what else :,.ou 

might change elsewhere i n  :he ::',e in order t 3  make that 

come out to be . 8  rather :?an .;. Did you say, gee, I ' d  

really like to bring that andex- : 3 0  percent, let me set that 

at . 8  and jiggle with 1: :o see .&nit other changes might 

have to be made to accommodate that? 

A Are you refer:-;:>,J :2 :!:a zhafige ;n the ~ ~ it would 

be in work table D on paae "1 sf T:J workpaper 1 from the -~ 

Q Well, I wasn't qetting that detailed. I was 

actually looking at just tt:e 'difference between the 

saturation non-letters and high density non-letters and lust 

looking at the rates at that level. If you want to go in 

the workpapers, that's fine. 

A No, I was just - -  1 wanted to make sure I had 

identified the correct number. 

Q No, I ' m  looking at the difference between 

saturation non-letters and high density non-letters where 

the rate differential is . 9  cents and the cost differential 

is . R 3  and I'm asking you did you consj-der fixing the rate 

differential, which I understand 1s an output, of making it 

0.8 or did you consider changing other inputs so you would 
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result in a . 0 5  cent rate differential there? 

A I looked at a combination of other inputs to jec 

different pass-throughs and to meet the rate design 

guidelines that I outlined as well as to support the 

proposed classification change f c r  oar coding ECR and EC3 

high density and saturation letters, this figure was 

satisfactory. 

Q So did you consider any other rate differentials 

between saturation non-letters ard high density non-letters 

than the 0.9 cents? 

A I considered man:? differentials and ! o ~ k e C i  3 :  

their impact on the other rates because it's a dynamic 

formula that's complicated. There are many inputs ,and Ti::.:' 

outputs. So to achieve the relationships that I fieeded :_ 

achieve, I found that I couldn't change that. 

Q As you sit here today, do you recall running 3 

combination of inputs that produced ?. 0.8 cents and 

thinking, gee, that's good, but I have this problem 

somewhere lese? 

A I don't specifically recall that. I actually 

don't recall many of the iterations. I ran a lot of them 

and tried to jugg~le many consideratiocs. 

Q Okay. So the bottom line here is if that 

pass-through - -  it's your testimony that the pass-through is 

minimally above 100 percent, which I think is the phrase you 
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used a few minutes ago, in the great scheme of things here 

that's okay because it's part of the tradeoffs implicit In 

rate design? 

A Well, it's because the end rates that are a result 

of all the considerations chat I've outlined in my testimony 

met the criteria that I was :ooking f o r .  

Q Okay. And so I can go back and tel.1 the members 

of my client that use high density mail to compete with 

others who might use saturation non-letter mail that they 

have to pay a little bit ~- you know, . 2  cents higner per 

piece more than previously 'we were paying more because. 

well, it just worked out that way? 

Is there a better answer I can give them? 

When they look at the gap - -  members of my client 

who use high density mail to mail in competition 'with 

saturation mailers are no faced with a .9 cent rate 

difference, they pay that much more per piece than their 

competition, I can go back and tell them, well, the rate 

design witness says that's minimally above 100 percent, it's 

okay. 

I mean, is there anything better I can tell them? 

A You'd be welcome to share my testimony with them. 

0 Oh, they'd be delighted to read that, I'm sure. 

Do you know what the revenue effect would be if you had set 

that discount at 0.8 cents and made no other changes? That 
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would have increased the revenue, riyht? 

A Not necessarily. 

Q Not necessarily? So ,la ::ou know what the r?%,’enue 

effect would be if you had frozen that discount or rate 

difference, it’s not a d i s c c ~ : r . r .  i rate difference .it 3 . 8  

cents and made no other chanjes? 

A No, I don’t know. 

Q Okay. Did you ever go back to Mr. Moeller and 

say, you know, I have this one i i t r l e  issue in ECF? r3te 

design and might be able to fix it  l f  you adlusted :!:e 

revenue requirement I ’ m  suppcsec: TO reco.:t.r? 

A By issue, are you referring to the pass-chro,.iqh 

percentage? 

Q Yes. Was that something that concerned ::C~J er;=:i,?h 

ever to mention it to Mr. Moeller so he miqht take into 

account in deciding the institut;onal cost assignments’? 

A I don’t recall speaking with Mr. Moeller 

specifically abour the 108.3 percent pass- tk rough.  Ne. of 

course, looked at the entire set of ECR rates and non-profit 

ECR rates to see if they met the requirements that we were 

looking for and we determined that indeed they did and that 

the proposals were fair and balanced. 

MR. BAKZR: Mr. Chairman, I believe that concludes 

my questions. 

CHAIRMAN OMAS: Thank you, Mr. Baker. 
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Are there any other parcicipants .who would like to 

cross-examine? 

(No response. I 

CHAIRMAN OMAS: Are there any questions from the 

bench? 

COMMISSIONER ZOVINGTCN: ?es, Mr. Chairman. 

CHAIRMAN OMAS: Mr. Sz.:ir:gton. 

COMMISSIONER COVINGTCN: Good afternoon, Ms. Hope. 

I : -.ted to ask a few .jeneral ,q-estiQn 3s reiated to your 

tes mon':. 

First of all, :!:ere '&as some ?c:!cei-n that I h3d 

with ~?s.:? to some prior proposals that have ccme before 
the :e :se in a similar fashion. Now, I do take intz 

conc.:era' 3n that this is your first time being a 'witness 

here At t1.- commission so I don't know whether that's going 

to y . . ~  .. -ie .~ ' be something that you will enloy or something 

th?. ::!a:; ':urn out to be a curse. 

With regard to your proposal, previously there's 

been sonie concern as to the effect tnat the costs-that you 

all arrive at, there's been some concern as to whether or 

not small businesses can find themselves in a position to 

still be able to rely on the mail or to use the mail from 

advertising standpoint of view. So if I was, say, not an 

Adfor or Val-Pak, what is the likelihood that I would be 

able to actually benefit from what it is that you all are 

Heritage Reporting Corporation 
(202) 628-4888 



2081 

advocating in R-2000-1? 

THE WITNESS: I’ve met the revenue requirement for 

commercial ECR at a 6.2 percent overall increase, Which 

I think - -  of course, that’s an output of Witness Moeller, 

the rates level witness, desire to balance the re’ienue 

requirement and subclass requirements. In terms of small 

businesses, certainly my understanding is that many qf them 

would benefit from the reduced pound rate and, in fact, 

there is some justification, quite a bit of justific3tion. 

in my opinion, for reducing the pound rate even turther :+.an 

the 4 cents that’s proposed in m y  docket. 

I kept the proposal very moderate for a varlet:/ ‘ ~ f  

reasons which are outlined in my testimony, but snail 

mailers and small businesses that mail pieces thac ‘ m u i d  Lo 

affected by the pound rate decrease would certainly benefit 

from that 

And, again, that‘s, I think, a balanced part of my 

proposal. I think that I’ve met the requirements, :‘.;e 

maintained the rate relationships, I’ve taken previous 

dockets into account, and recommend the reduced pound rate 

of 4 c e n t s .  

COMMISSIONER COVINGTON: All right. Let me ask 

you this, Ms. Hope. And I guess I’m fair to assume, 

prevlously here at the commission, regular ECR has been 

looked at as being mail that is more demographically 

Heritage Reporting Corporation 
(202) 628-4888 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 



6 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

- 

23 

24 

25 

2062 

targeted and ECR has been looked dt those pieces that's more 

or less geographically targeted, 'correct? 

THE WITNESS: Yes. _;t-t~ziard regular m a i l  ,would 

tend to be demographically - -  i t  iould be across the 

country, but individuals .with 7-:-:.3in interests or who tend 

to want to buy certain ~ y p e s  21  -h:~.gs could be scattered 

across the country and benetir ::-am standard regular rates. 

Where standard ECR - -  you're right, it's geographically 

located. That's the cc::cect t b - 3 ~  t h e  ,cirrier route prescrc 

really supports. 

COMMISSIONER !X5J::J'3TZ?4: , 3 k a y .  Are you  f,am:l:ar 

with Public Law 106-384? 

THE WITNESS: Yes, I i m .  

COMMISSIONER COVZNGTON: Which was adopted back 

during October of 2000. From your standpoint of view, and 

you've only been at the Postal Service since 1998, do you 

have an opinion or do you foresee any changes to the method 

of developing rates for these preferred subclasses :n the 

near future? 

THE WITNESS: I wasn't actually involved with the 

discussion surrounding the change to the revenue foregone 

reform act, but i t ' s  my impression that many considerations 

were taken into account and that some of the problems that 

had existed in setting non-profit rates prior to enactment 

of that law were addressed in that amendment to the RFRA. 
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So based on that, I would, without knowing a lot of the 

details, suppose that there would not be significant ckianaes 

and certainly not in the near future. This law ‘was ]us: 

enacted very recently. 

COMMISSIONER COVINGTON: ‘ies. Do you !ia..,e .3n:.’ 

idea as to how long mailers .would - -  it ‘would take far :!:e~ 

to update their software to be abie to comply .with - -  not 

withstanding the current proposed classification changes? 

THE WITNESS: in zerms 3f the bar zodina 

requirement? 

COMMISSIONER COVINGTON: Mm-hmm. 

THE WITNESS: I don‘t know that offhand. No. 

COMMISSIONER COVINGTON: Okay. As far 3s :kc 

break point, when you first came to the ?ostal Ser’;::c .:: 

your capacity, right now, the break point 1s at 3.3. 

Did you go back prior to 1991 before the 

introduction of destination entry discounts to see .what :!:e 

history has been as far as the break point is c0r.cerne.J +’: 

see whether there will ever be any permanency as far as 

standard A mail is concerned in this regard? 

THE WITNESS: I did not look at the history prior 

to that time period. 

COMMISSIONER COVINGTON: All right. Today, there 

has been a lot of mentioning of Witness Moeller and Witness 

Daniels. Did you take the time to look at anything that was 
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contained in Witness Daniels' last cost study? 

THE WITNESS: I read Witness Daniels' testimony in 

the previous docket. I don't recall the specifics but I did 

go through that fairly carefully. 

COMMISSIONER COVINGTON: Okay. Do you remember 

reading anything about any t3llies and how they could 

possibly create anomalous costs? 

THE WITNESS: Yes, I do. 

COMMISSIONER ::OVINGTCN: Do ycu have an opinisn . i s  

to what effect that can have, be it minute or drast:c, as ~t 

would relate to costs in not so much the s;.erall subcliss, 

but any preferred subclass? 

THE WITNESS: Well, I can speak about the X p .  

subclass. Certainly from reading that docket it appeared 

that there were small or thin tallies in some of the 

specific ounce increments, especially at either end of t h e  

out spectrum when you're looking at the weight/cost 

relationship ounce by ounce. 

Fortunately for my rate design, I did not need to 

look  at the ounce by ounce cost. I could look at a bigger 

range so that some anomalies that you might see for costs 

from one ounce increment to the next would be smoothed by 

tie averaging of that. 

So I'm aware that that's an issue, but I feel that 

f o r  the way that I used the costs, it's not something that 
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I felt jeopardized the legitimacy of Witness Schenk‘s zost 

study in this docket. 

COMMISSIONER COVINGTGN: 3kay. This is m o r e  : i k e  

a question, an opinion I am trying to elicit from you. Thus 

far in several other dockets, b? :t m i !  classifi,za:isr. 

cases or rate cases, I don’t  hi:>.^ -he 3cstai Rate 

Commission has ever been afforded frcrn :he !Jni:ed States 

Postal Service standpoint of view, at least from .what I can 

gather, a study of cost supporz for :he pound r a c e  k e c . i u s ~  

there have been contentions, Ms. tiope, that some of r k e  ::-e 

because of the intense zoxpet;ticn :n _he siit:i:~3t ;:E 

market that this pound rate situation has a tendenc:,, L O  

outweigh other factors. 

Do you have an opinion as to :hat cne ‘*‘a:,’ ’>L *::?’- 

other? And then, if so, is there any evidence out ~ h e r e  :io’& 

that would say that a reduced pound rate would diver 

delivery volumes from, say, a private carrier? Would i t  

cause them to want to come over to USPS and then 1:k.ewise 

would it cause me as a mailer to leave the Postal Ser-Jice 

and find some alternative means of getting my product to c h e  

consumer? 

THE WITNESS: I’m not aware of competitive studies 

regarding that. (Certainly in the volume forecasts using the 

test year after r3tes scenario the reduced pound rate, the 

rates that resulted from the reduced pound rate were taken 
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into consideration by our forecasrers. So I feel 

comfortable that the test year altter rates prolections 

including my moderate proposal '-7 r-educe the pound rate by 4 

cents have been taken into account in my projections for 

test year after rates revenue. 

COMMISSIONER ,ZOVI?:GT2N: 'iou mean the 5 3 .  3 to 

59.8, that 4 cents decrease, c ~ ~ z - P c ~ ?  

THE WITNESS: That's correct. And that was taken 

into account in the rates c h a t  :.le fQrecasters used and  hat 

they have all sorts of modeis ,which take some of rhe 

competitive issues that :,'zu m:se,i, T believe, :~.t> 3czz';:it. 

COMMISSIONER COVINGTON: Okay. And one final 

question. Mr. Omas as well as Mr. 9aker have kind gf 

touched on pass-throughs and I nocice from the testimony 

that you presented here to us in this docket that :/our 

pass-throughs are higher. 

What's your opinion as far as USPS versus PRC cost 

methodologies? I'm saying we understand chat there's 

probably not going to be any common ground. In other words, 

let's just say that we don't think that there probably w i l l  

ever be any t o t a l  agreement, b u t  do you have an  opinion from 

the ECR cost differential standpoint of view whether there 

is ever going to be any close reflection as it would pertain 

to the overall rate design formula? 

THE WITNESS: In terms of the Pass-throughs that 
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you were discussing, I think what makes a lot of sense 1s 

regardless of which model you're using, when you're 

analyzing the differences, look at the measured cost 

pass-throughs which are the monetary changes for the mailer, 

rather than concentrate on the percentages. Bec,3use, i q i i n ,  

I can't go into the detail, I'm not aware of all the detail 

and the difference in costing methodologies, but my z3ncern 

is really to have fair and reasonable pass-throughs €or the 

mailers at all points where pass-throughs apply. .Anj :!:at's 

why I think we need to worry a little bit less about the 

exact number, you know, whether it's 8 percentane ? C ; I ? : ~  

higher than 100 or whatever, and look at the actual ~cI:Y~~L-': 

savings to the mailer. 

COMMISSIONER COVINGTON: Okay. I could Ii.:e ' w ~ t : ~ .  

that. Thanks, M S .  Hope. 

That's all I have, Chairman Omas. 

C H A I R W  OMAS: Thank you. 

Mr. Alverno, would you like some time .wi:!il :,'oGr 

witness? 

Excuse me. Mr. Baker. 

MR. BAKER: Mr. Omas, after Commissioner 

Covington's questions, I feel compelled to ask a couple more 

questions of Ms. Hope. 

BY MR. BAKER: 

Q In response to one of Commissioner Covington's 
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first questions, I believe you stated that you thought - -  

I think you used the word "many" small businesses .would 

benefit from the reduction in -::e pound rate. Do you 

remember that discussion with Csmmissioner Covington? 

A Yes, I do. 

Q Would you agree .wit!: that whether a n y ,  not 

many, but any, advertiser ' ~ ' C L ~ J  cenefit from that depends 

entirely on the prices charged by the shared mailer to 

advertisers who wish ti3 parr:zi~i:e ~n the r,ail:na.? 

A Yes, assuming chat t h e  business is using the 

shared mailer's services. 

Q Right. 

A Yes. 

Q And isn't it the case that your testimon:: provides 

us with no information on the rates charged by shared 

mailers to their participating advertlsers? Is that 

correct? 

A That's correct 

0 And an advertiser that participates would benefit 

only if the shared mailer chose to reduce its rates, rather 

than just pocketing the difference. Is that correct? 

A Yes. That's correct. 

Q Okay. And in your capacity as a rate design 

expert, do you regularly collect rate cards of ECR shared 

mailers ? 
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A No, I don't 

Q Okay. And has any shared nailer told you or 

committed to you that if the Postal Service reduced the 

pound rate as proposed that they woula in fact reduce the 

rates they charge sone ,advertisers? 

A No, they haven't. 

MR. BAKER: Okay. No more questions, 

Mr. Chairman 

CHAIRMAN OMAS: Are O here any ,additional 3uest:':n 

for Witness Hope? 

(No response. '8 

CHAIRMAN OMAS: Now, Mr. AlVernG, syould :,mu ::>ti 

some tine with your witness? 

MR. ALVERNO: Please, Mr. Chairman, 'dcui.3 :en 

minutes be okay? 

CHAIRMAN OMAS: Fine. We'll all come back ,it f1.d.e 

minutes of four. 

(A brief recess was taken.) 

CHAIRMAN OMAS: Mr. Alverno? 

MR. ALVERNO: Thank you, Mr. Chairman. We do have 
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sone redirect. May I proceed? 

CHAIRMAN OMAS : Please. 

REDIRECT EXAMINATION 

BY MR. ALVERNO: 

Q Ms. Hope, let me take you back to the 
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cross-examination by Mr. Olson on behalf of Val-Pak and he 

asked you about the automation requlrements that .would apply 

to high density and saturation letters under your proposal. 

Do you recall that dialogue? 

A Yes, I do. 

Q And he asked you about the dr-aft regulations that 

would attend that particular change. Do you recall that? 

A Yes, I do. 

Q And you said something to the effect that the 

draft was not finalized for circulation. What did that 

mean? 

A That meant that the d r a f t  has not been finalized 

for public circulation or for publishing. The draft has nct 

been published yet. 

Q That is, in the Federal Zegister? 

A In the Federal Register. Correct. 

Q Okay. Ms. Hope, now let me t.ake you to a point in 

the cross-examination by Mr. Olson where he raised a 

hypothetical and in that hypothetical he suggested or he 

alleged that there was a misattribution of costs to letters 

and he suggested that as a result of that the information in 

your Table 3 was somehow implicated or affected. 

What conclusions have you drawn about that 

particular hypothetical? 

A Well, I couldn’t answer the hypothetical in detail 
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because I don't know what changes 'would have occurred. i f  

I can  just bring everyone to Table : :3nce again, Table 3.  

which is a comparison of ECR csst ?',.ierages, LS onl:,' iaoking 

at piece rated and pound rates pieces, shape is not an issue 

in my Table 3. 

Shape is absoiuteiy zot &covered here. I 'don ' :  

discuss letters, I don't disc-ss Ton-ietters, I don't 

discuss flats, I don't discuss parcels. There's nothing 

about shape. I'm looking at the ?iece and ti:e po!ir.d r,ltes 

at the two dividing lines, 3 .  3 and 3 . 5  

Mr. Olson's hypotheer:r-3! Lhat )')u r e t e r - r e i  * ' -  . ,  

suggested that if there was some misattributlon of casts 7 3  

letters it would change the implicit coverages and pass:bi:,, 

weaken this illustration. 

I disagree with that because it depends on the 

source of the misattribution. If non-letters that were 

pi.ece rated were the source of the misattribution, it w o u i d  

not affect this at. all. It would only affect IC potenti3ily 

if non-letters that were pound rated were the source of any 

cost problems. But I feel strongly chat this table has data 

t h a t  is u s e € u l  and that supports my pound rate proposal 

0 Okay, Ms. Hope. Now let me take you to another 

point in the cross-examination by Mr. Olson and in that 

Cross-examination you were asked about the relative 

efficiency of processing ECR high denslty and saturation 
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letters on automation into DPS sequence and you stated that 

you thought it might be cheaper :g process them on 

automation. 

What other conclusions could one draw about the 

processing of ECR letters on 3zrnmation? 

A Whether or not ECR Ietzcrs would be processed on 

automation would really be a !oca1 decisian and something 

that is not ~~ it's not something that I had testified to in 

detail. It's really somerh1r.g :ha: should be directed to 

Witness Kingsley because it  'will 'dFpend 3n the 

circumstances 

(1 In other words - -  

A On local circumstances. 

MR. ALVERNO: Mr. Chairman, that's all we have for 

redirect. Thank you. 

CHAIRMAN OMAS: Mr. Baker? 

MR. BAKER: One quick follow-up. 

RECROSS - EXAMINF\TION 

BY MR. RAKER: 

3 Ms. Hope, on the Table 3 redirect, I want to make 

sure I understand what you're saying. You were concerned 

about ,what might be ~- in the hypothetical instance of there 

having been a misallocation of costs, you would be concerned 

about the source of the misallocation. And if I listened 

correctly, I think what you said was this, and let me repeat 
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it and you tell me if I heard it right. 

If detached address labels associated ~ i : h  pound 

rated flats had been costed as letters, that situation .would 

present the source of potential problem in Table 3. Is that 

correct? 

A I didn't specifically refer to detached dddress 

labels. Any change in the costs. 

Q Right. Any change. Pound rated flats? 

A Pound rated non-letters. 

Q Non-letters? Okay. Any change in pound rated 

non-letters for things :hat should have been ccist-3 31s 

letters. 

A I'm sorry, costed - -  

Q All right. Okay. All right 

A I ' m  sorry, could you repeat that? 

Q Why don't you repeat - -  any change - -  

I interrupted you and you were about to say it. Any chanae 

in non-letter - -  any pound rated non-letters? 

A Well, what I should do is back up. 

Q Okay. 

A If the source of the misattribution in t h i s  

hypothetical were piece rated non-letters, it would not 

change the table at all. You have to know the source of the 

misattribution to determine whether it would have an impact 

on the implicit coverages in Table 3. There could be a 

~~ ~ 
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change in the implicit coverages ~n Table 3 i f  the source of 

the misattribution were piece rated non-letters, that is, 

flats or parcels. 

0 Don't you mean pound rated non-letters? 

A I'm sorry, pound ! - i r . - i .  . ','e gone through r h i s  so 7 ,  

many times. Yes. i f  the; 'ie:~*- FGu.id rated. 

MR. BAKER: All :.;qht. No more questions. 

CHAIRMAN OMAS: Thank you, Mr. Baker. 

Ms. Hope, that rmp:etes :/our zestimony here 

today. 

Excuse me. :s :::*!r~~ 2:?:,'zne else .who . dou iS  Ii:ke 

to - -  is there any redire:: ,2c rhe bench? 

(No response.) 

CHAIRMAN OMAS: I ' m  sorry, I'm 2'~mping :he qun. 

So that completes your testimony here tday. We 

appreciate your appearance and your contribution t 3  our 

record and I hope you enjoyed your first visit to the PRC 

THE WITNESS: It was very interesting. 

(The witness was excused.) 

CHAIRMAN OMAS: This concludes today's hearing. 

We will reconvene on January 11th at 9:30 a.m., when we will 

receive testimony from Postal Service witnesses Kingsley and 

Moe 1 1 e r . 

Thank you and have a good day. 
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1 (Whereupon, at 4 : 0 5  p . m .  the hearing L I I  tne 

2 above-entitled matter w a s  adlourned, to reconvene 3t 

3 9:30 a.m. on Friday, Zanuary 11, 2002.) 
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