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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-1. Please refer to your testimony at page 1, lines 10-13. In considering
the overall effect of the changes in service standards that are the subject of this
proceeding, do you believe that the Commission should give any consideration to
whether the net volume of First-Class Mail subject to a three-day delivery standard
instead of a two-day delivery standard increased or decreased? If not, please explain.

RESPONSE:

It would be shortsighted, in my opinion, for the Commission to just focus on either ZIP
Code pairs or volume, to the exclusion of the other. Both should be considered in a
review of the overall process we used and its outcome. Likewise, instead of examining
only the EXFC system data pertaining to downgrades that you requested and that you
rely on in your testimony, the Commission also should examine data relevant to the
impact of the service standard upgrades. For instance, | am informed that, in the
aggregate, the ZIP Code origin-destination pairs that were upgraded from 3-day to 2-
day First-Class Mail service have seen an improvement in average days-to-deliver from

approximately 2.6 days in FY 1999 to approximately 2.1 days in FY 2003.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-2. Please refer to your testimony at page 1, lines 14-16. Please
provide the “national average for originating First-Class Mail volume targeted for
delivery by Day 2” for the most-recent period prior to implementation of any of the
changes in service standards that are the subject of this proceeding.

RESPONSE:

73 percent.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-3. Please refer to your testimony at page 1, lines 16-18. Please
provide the current percentage of First-Class Mail volume originating in California that is
destined to a ZIP Code for which the service standard is:

a. one day;
b. two days;
c. three days.

RESPONSE:
Below are the ODIS volume percentages for First-Class Mail originating in California
that were projected for the period after implementation as we were designing and

implementing the model, compared to actual FY2003 ODIS data.

Service Standard Projected FY 2003
a. one day -- 44.9% 49.9%
b. two days-- 26.6% 22.6%
c. three days -- 28.5% 27.6%

For perspective, the FY 2003 national originating volume data are provided below:

one day 42.0%
two days 26.7%
three days 31.3%.

Thus, for FY 2003, an estimated 72.5 percent of California originating First-Class Malil
was destined to a ZIP Code with either a one-day or two-day service standard,

compared to the 68.7 percent of First-Class Mail nationwide average.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-4. Please refer to your testimony at page 1, lines 20-21 and page 2,
lines 1-2. In your opinion or the Postal Service’s opinion, is the “impact” of the changes

in service standards on First-Class Mail originating in California insignificant?

RESPONSE:

There is no mention of “insignificant” in the referenced lines and | would not
characterize the changes in California as such. The referenced lines only declare that
the changes were not, in my view, “devastating”. Reasonable minds can disagree
about whether something is “insignificant”. However, in my view, the net changes in
California would certainly fall much closer to “insignificant” than to “devastating”.
However, | fully recognize that every action we take as an organization could be

regarded as having some degree of “significance” to somebody.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-5. Please refer to your testimony at page 1, lines 20-21 and page 2,
lines 1-2 and my testimony at page 7, lines 6—8. Do you or the Postal Service disagree
with my statement that the effect of the changes in service standards on Postal Service
customers was devastating?

RESPONSE:

Random House Webster's College Dictionary (1998) defines devastate as follows:

to lay waste, render desolate.
Accordingly, I do not personally believe that going to a net increase of 22,253 more ZIP
Code pairs across the nation in 2 days than prior to the Model’s implementation, even
with some volume decline, could be regarded by any reasonable person as
“devastating.”



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-6. Please refer to your testimony at page 2, lines 5-11. Do you believe
that customers send all their First-Class Mail according to a “custom” that would allow
them to send the First-Class Mail in question one day earlier, as you suggest in your
testimony?

RESPONSE:

Certainly not all, but a substantial, if unquantifiable proportion of customers could send

some of their mail a day earlier.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-7. Please refer to your testimony at page 2, lines 5-11. Please
consider the situation in which a customer needs a First-Class letter delivered on
Wednesday. Please confirm that this customer, consistent with your suggestion, should
mail the letter two days earlier than was customary — i.e., on Saturday instead of
Monday. If you do not confirm, please explain.

RESPONSE:

That would be the case in the particular example that you have selected.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-8. Please refer to your testimony at page 2, lines 5-11. Are you aware
that, for some customers, the need for delivery of an item arises exactly two days, and
not three days, prior to the necessary delivery date?

RESPONSE:

That is one of a variety of possibilities.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-9. Please refer to your testimony at page 2, lines 13-14. Please
specifically identify all statements, contentions, claims, and conclusions in sections | or
VI of my testimony that you believe are undermined, weakened, or otherwise negatively
affected by the “flaw” in my analysis that you perceive to result from my discussion of a
critical entry time (CET) rather than an estimated time of arrival (ETA).

RESPONSE:

Please see the following portions of DFC-T-1:

Page 11, line 21: “With a national CET, no ADC may require two-day mail destined to
that ADC to arrive prior to the CET. The CET is 18:00. The CET is the latest time that
mail can be planned to arrive at the destination ADC and still be expected to be
processed in time to make delivery on the intended delivery day.”

Page 12, line 5: “When the computer-projected truck drive time is more than 12 hours,
the Postal Service continues to impose a three-day service standard even if the mail

actually is scheduled to arrive at the destination ADC before the CET of 18:00.”

Page 16, line 15: “For example, the truck that transports ADC Los Angeles CA and
ADC Sequoia CA mail from Reno to the Los Angeles P&DC arrives at 17:40, 20

minutes prior to the CET for two-day mail.”

Page 27, line23: “This example demonstrates further problems. The truck that
transports mail from Reno to the Los Angeles P&DC arrives at 17:40, 20 minutes prior
to the CET for two-day mail. DFC/USPS-GAN-58(d). Thus, the Postal Service
seemingly could provide two-day service to customers in ADC Los Angeles CA and
ADC Sequoia CA using surface transportation, regardless of the travel time that the
computer estimated, because transportation in fact exists to achieve two-day delivery by

surface transportation, the Postal Service’s preferred method.”



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

RESPONSE TO DFC/USPS-T1-9 (continued)

Page 28, line 5: “Several conclusions should be obvious. First, if the Postal Service
was willing to manipulate the model for ADC Twin Valley CA, a similar manipulation
should have been possible for ADC Los Angeles CA and ADC Sequoia CA. Second, if
two groups of mail can arrive at a P&DC prior to the CET for two-day mail . . . .”

Page 29, line 1: “For mail from Reno to ADC Los Angeles CA and ADC Sequoia CA,
the Postal Service clearly is not providing efficient service because the Postal Service
could be providing two-day delivery service within one of the constraints of its own

national model — arrival of two-day mail by the 18:00 CET.”



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-10. Please refer to your testimony at pages 2—6 and your response to
DFC/USPS-GAN-58(d) and 64. Please explain how the arrival times of the trucks for
two-day mail from Reno to ADC Twin Valley CA and San Jose to ADC San Diego CA

are or are not consistent with the national model.

RESPONSE:
Please see the response to DFC/USPS-GAN- 58(d), which indicates:
First-Class mail originating in Reno for ADC Los Angeles is trucked to the

destination via HCR 980BE trip 406, which leaves Reno, Day 1, at 06:00 and
arrives at Los Angeles at 17:40.”

As previously discussed, the latest an ETA could be constructed under the Model was
17:00. According to the response to DFC/USPS-GAN- 64, the truck from San Jose to
ADC San Diego CA does not arrive until 18:30, well past the latest possible ETA of
17:00.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-11. Please refer to your testimony at page 5, lines 15-19. Please
identify the specific lines in my testimony to which you refer.

RESPONSE:

It is very hard for me to read DFC-T-1 without taking from it the implication that the
implementation of service standard downgrades (from 2-day to 3-day service) has
resulted in a practice of delaying the transportation of mail (that formerly had a 2-day
standard and that could possibly still be transported and delivered in two days). The
testimony also seems to imply that the objective of such delay is to avoid any effort to
provide any of that mail two-day service, so that the new 3-day standards become self-

fulfilling.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-12. Please refer to your testimony at page 5, lines 11-14.

a. Please confirm that an originating P&DC places a label on the container of
outgoing mail before dispatch, that this label indicates the expected or
targeted delivery day, and that the expected or targeted delivery day is
calculated based on the day of origination and the applicable service
standard. If you do not confirm, please explain.

b. Please provide a copy of a sample label described in part (a) of this
interrogatory.

RESPONSE:

a&b. Confirmed. | am informed that the labels help to identify which mail should
be given priority, when there is limited space available on transportation. They
also serve to identify which mail should be given priority in processing, when
there are time or equipment capacity constraints. For a sample of such a label,
please see the response to DBP/USPS-137(b).



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-13. Please refer to your testimony at page 5, lines 11-14. Suppose that
two trays of mail from Northern California arrive at ADC San Diego on Tuesday at
17:00. Suppose, further, that one tray originated in Oakland and is labeled for delivery
on Wednesday, while the other tray originated in San Francisco and is labeled for
delivery on Thursday.
a. Please confirm that, on some occasions, the destination ADC may defer
processing of the tray labeled for delivery on Thursday.

b. Please confirm that destination ADC’s sometimes consider the day of delivery
indicated on the container label in deciding when and whether to process a
particular container of incoming mail on a particular day. If you do not
confirm, please explain the purpose of printing the day of delivery on
container labels.

RESPONSE:
Please see the response to DFC/USPS-12.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-14. Please refer to your testimony at pages 7, lines 17-19.

a. Please confirm that, for mail originating in San Diego and destined to ADC
Peninsula CA, the computer projected a drive time from the San Diego P&DC
to the Oakland P&DC. If you do not confirm, please explain.

b. Please confirm that, for mail originating in Reno and destined to ADC Twin
Valley CA, the computer projected a drive time from the Reno P&DC to the
P&DC in Santa Clarita. If you do not confirm, please explain.

c. Please confirm that the model normally considers projected drive time from
the originating P&DC to the P&DC that processes mail for the destination
ADC. If you do not confirm, please explain.

RESPONSE:

a&b. Confirmed.

C. This is not confirmed, as you have it worded. In DFC-T-1, you indicate
that, “[flor brevity, [you] will use the term P&DC to refer to P&DC'’s,
P&DF’s, and CSF's.” Therefore, to be clear in responding to your
question, | must emphasize that the Model calculated the projected drive
time from the “Parent P&DC” that was designated in the Model to the
P&DC which serves as the Destinating ADC. It was not calculated from
any of the other originating facilities that were not designated as a “Parent”
P&DC, but which you collectively refer to as P&DCs in your testimony.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-15. Do you believe that the service standard for First-Class Mail from
Reno to Los Angeles CA 900 should continue to be three days?

RESPONSE:

Until such time as the parameters of the Model (drive times, CTs, ETAs, Buffers, etc)
are uniformly modified, and then applied system-wide, yes, | believe that all the

standards, including Reno-to-Los Angeles, should remain as originally modeled.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-17. Please refer to your testimony at page 8, lines 4-14. With the
benefit of hindsight, to conform to the model, do you believe that the Postal Service
should have implemented a three-day service standard for mail from San Diego to ADC
Peninsula CA and from Reno to ADC Twin Valley CA?

RESPONSE:

With the benefit of hindsight, as previously stated in my direct testimony, | believe that
designating Los Angeles and San Francisco as the P&DCs which are more realistically
serving as the ADCs would have made the output of the Model more consistent with the
2-day reach that other “non-pseudo-ADCs” experienced. If the pairs mentioned would
have then become 3-Day, | would not have had a problem with it. The idea of the
Model was to develop a method of consistently determining what Service Standards
would exist between pairs based on reasonable parameters. No matter where you
“stop” in your 2-day reach -- 2 hours, 12.5 hours, 13 hours -- there is always another
facility “a little farther down the road” that someone will think could have been included.
Unfortunately, based on operating parameters, you have to eventually “draw a line” to
decide how far is far enough. This is what we did with the 12-hour drive time, and | still
think that such a systemic approach is the correct methodology for the future, even
when operating and transportation changes will inevitably occur, as will the parameters
of the Model.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-18. Please refer to your testimony at page 8, lines 15-16. Please
identify the lines of my testimony where | supposedly claimed that the “pseudo-ADC”
concept was “illogical and detrimental.”

RESPONSE:

At pages 25, lines 11-19, your testimony criticizes some of the consequences of
designating certain facilities as pseudo-ADCs for purposes of the Model and
characterizes the results of the Model as “illogical and detrimental.” Without being
specific, you end the paragraph by declaring that the “Postal Service could have
avoided results that are . . . illogical and detrimental.” Although you appear to have a
results-oriented regard for the pseudo-ADC concept, it is easy to read DFC-T-1, lines
18-19, as applying to every contributor to the specific results that you regard to be
illogical and detrimental, including the pseudo-ADC concept.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-19. Please refer to your testimony at page 9, lines 10-12. If the Postal
Service had not been phasing out contracts for dedicated air service that was being
used primarily to fly mail between points in the West and Southwest, would your team
have considered maintaining two-day service between some of these city pairs? Please
explain your response.

RESPONSE:

It is impossible to say with any degree of certainty what the outcome would have been
if, in hindsight, | were to assume hypothetical conditions that did not exist at the time.
We were tasked with developing a national system, not just a regional system, as
explained at page 9, lines 12-22 of my testimony. | have no basis for knowing whether
the outcome would have been any different than the Model which was subsequently

implemented.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-23. Please refer to your testimony at page 12, lines 19-22 and page 13,
lines 1-11. Has your team resumed the work described in your testimony to consider
whether the FedEXx contract might present any opportunities for reconsideration of any
downgrades in service standards from two days to three days?

RESPONSE:

Neither my team nor my office has specifically looked at the FedEx contract in
conjunction with the specific pairs downgraded from two days to three days by the
Realignment Model. For clarification purposes, it should also be noted that the 2 & 3-

Day Realignment Team, which developed the FY 00-01 Model, no longer exists.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

DFC/USPS-T1-24. Please refer to your testimony at page 14, line 18 and page 15,
lines 1-2. Please provide the criteria and process by which the Postal Service will
consider changing service standards from three days to two days. In your response,
please provide all documents that the Postal Service has provided to field offices
reminding or advising them that they may request upgrades from three days to two
days.

RESPONSE:

Please refer to the OCA-1.doc file in USPS Library Reference C2001-3/1. It contains a
copy of the Postal Service policy for internal requests for service standard changes at
the time that this proceeding was initiated. That policy has been updated, as reflected
below, and is internally posted on Option 26, the Service Standards Directory, of our

Corporate Information System (CIS) for all involved to use.

POLICY FOR REQUESTING A SERVICE STANDARD CHANGE

All requests for Service Standard changes must be submitted to the following:

Manager, Integrated Networks Development
USPS Headquarters; Room 6800

475 L’Enfant Plaza SW

Washington, DC 20260-6800

POLICY PURPOSE

This policy sets forth the process to request a change to a Service Standard
between an origin and destination three-digit ZIP Code pair for all classes of mail
except Express Mail. The Service Standards between Origin and Destination pairs
will be maintained in the Service Standard Directory (SSD) in the Corporate
Information System (CIS). The Service Standards in the Service Standard
Directory will be used to support external and internal service performance
measurement systems and postal publications.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON
RESPONSE to DEC/USPS-T1-24 (continued)

DEFINITIONS

» Service Standard
An expectation by the Postal Service to deliver a piece of mail to its
intended destination within a prescribed number of days, after proper
deposit by the customer.

» Service Standard Directory
A CIS database which contains the Service Standards between three-digit
ZIP Code Origin and Destination pairs within Postal Distribution Facilities
for all classes of mail except Express Mail. The Service Standard
Directory is updated on a quarterly basis and the Service Standards are
used by internal and external postal service performance measurement
systems.

GENERAL INFORMATION

» Submissions requesting Service Standard changes of any type must include
with the documentation the approval of the Vice President (or a direct-report
designee Manager) of the Area responsible for the origination of the request.

» Submissions must include written input, either positive or negative, from the
Vice President (or a direct-report designee Manager) of any other Area(s)
being impacted by the proposed changes in Service Standards. The
concurrence of the other involved Area(s) does not mean automatic approval
of a request, nor does a dissenting opinion mean that the request will be
automatically denied.

» A poor service performance trend (either EXFC or ODIS), by itself, is not
adequate justification to make changes to Service Standards. The frequently
seen assumption that “moving overnight offices to 2-day standards may result
in higher ODIS/EXFC performance scores”, is probably accurate. However,
making such a change under the guise of “improving service” or “leveling
service”, without other supporting documentation to operationally justify the
change, is considered numerical manipulation and will not result in the
approval of the requested change. The office of Integrated Networks
Development is not adverse to implementing Service Standard changes,
including downgrades, but they must be supported by adequate documentation
showing specific support and justification for necessitating such a change,
rather than just providing a record of poor overall service performance
between 3-digit offices.

RESPONSE to DFC/USPS-T1-24 (continued)




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GANNON
TO INTERROGATORIES OF DOUGLAS CARLSON

» Originating Service Standards cannot differ among 3-digit ZIPs processed in
the same origin plant, i.e. if 210-211-212 are all processed and canceled in the
same plant, then they must have the same Originating Standards, since they
are commingled. Only if 212 were to be isolated and processed separately
(with its own postmark) it would be possible for it to have standards different
from 210-211. Destinating 3-digit ZIPs, however, may be able to have
different standards even if processed in the same plant, as is sometimes the
case with destinating offices identified as ID cities.

» Unless unusual circumstances exist, Service Standard changes will only be
implemented concurrent with the beginning of a Postal Quarter. For this
reason, requests and supporting documentation should be received in the
office of Service Policies & Programs at least four weeks before the end of a
Postal Quarter in order to be considered for the next change window.

SUBMISSION REQUIREMENTS

The office of Integrated Networks Development will gladly entertain proposals
for Service Standard adjustments or realignments, as long as they are
accompanied by documentation which:

a) shows that the existing standard shown in the Service Standard Directory is an
apparent error due to obvious conflicts with logistics and operational
parameters or other existing standards

or, if not falling into the category of (a) above, then provides all of the following:

b) explains how the change will help us meet the needs of the customer

¢) shows how such a change will improve customer satisfaction

d) reflects the current NASS routings for the mail in question and provides the
NASS routings planned to be used if the change is approved

e) reflects all the projected volumes being impacted by the proposal using the
most recent Fiscal Year (FY) Average Daily Volume (ADV) statistics
available in ODIS (or uses the ADV data for the most recent 13 Accounting
Periods)

f) clearly defines any labeling changes which might be required to support the
change

g) includes a narrative explaining the rational behind the request

RESPONSE to DFC/USPS-T1-24 (continued)
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TO INTERROGATORIES OF DOUGLAS CARLSON

Since each request is judged on its own merits and Service Standard reciprocity is
no longer a factor in establishing or changing a Service Standard, there is no
specific formula which needs to be included in the justification narrative.
However, when preparing such a narrative, some of the issues which might
appropriately be addressed are as follows:

Does adequate transportation exist to support the current Service
Standards? If not, is it feasible to establish such service in order to meet
the existing Service Standard?

Is the proposed change consistent with the most current “Customer Needs”
information that may be available in Product Management or Consumer
Affairs?

Will the desired change have a positive impact on the Customer
Satisfaction level or the public perception of our performance?

Will the change potentially have a negative public relations impact or
create a political inquiry?

What general impact will the requested change have on Operating Plan
CET’s & CT’s, Transportation schedules, Delivery and Collection
operations, DOV’s, the transportation mode being used, the origin and
destination processing windows for the mail class involved, Mail
Processing operations, and on downstream Delivery operations.

APPEAL

Appeals regarding a Service Standard change request denial will be considered
when submitted within 30 days of the denial notification. All appeals should be
addressed directly to the Manager, Integrated Networks Development.




