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On behalf of the McGraw-Hill Companies, Inc.: 
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On behalf of the American Bankers Association: 

IRVING D. WARDEN, ESQUIRE 
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APPEARANCES: [continued] 

On behalf of Nashua Photo, Inc.; District Photo, Inc.; 

Mystic Color Lab; Seattle FilmWorks, Inc.; ValPak Direct 

Marketing Systems, Inc.; ValPak Dealers' Association; Carol 

Wright Promotions: 

WILLIAM J. OLSON, ESQUIRE 

ALAN WOLL, ESQUIRE 

William J. Olson, P.C. 
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fax (202) 508-1010 
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APPEARANCES: [continued] 

On behalf of the United Parcel Service: 

JOHN E. McKEEVER, ESQUIRE 
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On behalf of the Major Mailers Association: 

RICHARD LITTELL, ESQUIRE 
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APPEARANCES: [continued] 

On behalf of Time Warner, Inc.: 

TIMOTHY L. KEEGAN, ESQUIRE 

1054 31st Street, NW, Suite 540 
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On behalf of the Dow Jones & Company, Inc.: 
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On behalf of the Mail Order Association of America: 
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PROCEEDINGS 

[9:30 a.m.1 

CHAIRMAN GLEIMAN: Good morning. 

Today, we resume hearings on Docket R97-1, the 

Postal Service request for changes in rates and fees. 

Scheduled to appear today are Postal Service 

Witnesses Needham, Miller, Schenk, Plunkett, Lion, Treworgy 

and Currie. However, no participants submitted a timely 

notice of intent to cross-examine Witness Currie and I 

ascertained that no commissioners had questionis to ask this 

witness. 

Therefore, Witness Currie is excused from 

appearing today and the Postal Service counsel will be 

allowed to enter his testimony and written cross-examination 

into the record using appropriate declarations of 

authenticity later on in the day when that counsel, is 

prepared with his other witnesses. 

Let me add that no participant has foiled a timely 

notice of intent to cross-examine Witness Musg:rave, who is 

scheduled to appear tomorrow. The Bench has some questions 

for this witness but in the interests of efficiency and 

economy, we have decided to submit a written P:residing 

Officer's Information Request to Witness Musgriave. 

Therefore, he will not need to appear at tomor:row's hearing. 

Yesterday, I issued Presiding Officer's Ruling 
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Number 39 which disposed of the Office of the Consumer 

Advocate motion to compel additional responses from Witness 

Plunkett. Two motions to compel concerning discovery 

addressed to Witness Treworgy remain outstanding. If 

possible, I will have a written disposition of these issues 

available before he takes the stand later today. 

Does anyone have a procedural matter that they 

would wish to raise at this point in time? 

Mr. Popkin? 

MR. POPKIN: I should know all this electronic 

equipment. 

Good morning. 

Is it possible to switch Witness Sharkey, T-33, to 

earlier in the day since I would like to try a~nd see if I 

can get home at a reasonable hour tomorrow, since it's last 

on the list. 

CHAIRMAN GLEIMAN: I will take it under 

advisement. I don't have tomorrow’s witness list in front 

of me and I would have to consult with the Postal Service to 

determine whether they have any special needs or 

restrictions with respect to that witness. 

MR. POPKIN: Okay. 

CHAIRMAN GLEIMAN: So we will take it up at 

lunchtime, during the lunch break, and we will make a 

determination at that point in time. I would like to switch 
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all the witnesses to very early in the morning because I 

would like to get home early, too. so. 

Our first order of business this morning is a 

discussion of the issues addressed in written responses to 

Commission Notice of Inquiry Number 1. Timely responses 

were filed by the Alliance of Nonprofit Mailers, Nashua 

District, et al., Newspaper Association of America, the 

Office of the Consumer Advocate and the ParceIL Shippers 

Association which, while last on the list, fi:Led its 

comments first anticipating our notice of inquiry. 

Additionally, the Postal Service filed a response early 

yesterday morning. 

Has any other participant filed a written response 

that I have not yet seen? 

[No response.] 

CHAIRMAN GLEIMAN: Before ruling on outstanding 

controversies concerning the treatment of specific library 

references, I want to provide all counsel with an 

opportunity to comment on the written responses to the 

notice of inquiry. I hope that counsel will focus on 

helping the Commission develop a complete record while 

providing full due process rights to all participants. I 

will allow every participant the opportunity to comment and 

then the further opportunity to respond to any points made 

by other counsel. However, I would like to go home tonight, 
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Does the Postal Service have any response to the 

comments provided by participants or additional points to 

add to its written comments? 

MR. TIDWELL: Good morning, Mr. Chairman. The 

Postal Service would generally like to state 'that we have an 

interest in ensuring that these proceedings proceed with as 

much due process as is necessary. We have an institutional 

interest in ensuring the Commission recommended decisions 

which are approved by the Governors are as de:fensible as 

possible when reviewed by the courts. 

We filed our response to the NO1 yesterday. I 

understand some parties may not have gotten a copy -- 

CHAIRMAN GLEIMAN: Excuse me, Mr. Tidwell. Could 

you just pull the mic closer and speak up a little bit? 

MR. TIDWELL: We filed our response to the NO1 

yesterday and I understand that some parties may not have 

gotten copies. I won't try to summarize all the points here 

but our response indicates that our litigation practices 

have in no way been intended to try to frustrate parties but 

to try to deal rationally with the increasing burdens of 

Commission practice and the evidentiary requirements. 

We think that an appropriate standard for dealing 

with some of the outstanding issues in this proceeding is to 

continue the practice that we have worked out with a number 
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of parties, in which where there have been disputes or 

issues identified with respect to library references where a 

party believes that written cross-examination doesn't get 

them quite as far as they need to go toward an understanding 

of that which underlies the Postal Service rate proposals, 

we are certainly willing to seek to accommoda,te parties' 

interests in cross-examination of witnesses wbo can further 

explain the contents of those library references. 

We have done so in several instanceis. It is my 

understanding that there is at least one other instance 

where a party has raised an issue and we are working to 

prepare testimony of a witness to further explain that 

library reference. There are other issues raised by some of 

the parties relating to cross-indexing and roadmapping of 

library references which perhaps could be resolved in the 

context of some rulemaking outside the context of this 

proceeding. We don't think it is appropriate for a 

resolution here. 

We think that if there is -- if the Commission 

feels that there is a need to engage in any further 

clarification of its existing rules or further rulemaking, 

we would certainly like to contribute to that process and to 

do what we can without unduly burdening the Postal Service 

to meet the due process concerns of the Commission and the 

parties. 
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CHAIRMAN GLEIMAN: Thank you, Mr. Tidwell. Would 

anyone else wish to comment? Any other -- 

MR. KEEGAN: Yes, Mr. Chairman, Timothy Keegan on 

behalf of Time Warner Inc. There is one issue that was just 

touched on very briefly in a couple of the comments that we 

think needs further commentary and that is the significance 

if any of Federal Rule of Evidence 703, which deals with 

circumstances in which an expert witness is permitted to 

rely on materials without those materials themselves being 

put into evidence or being admissible into evidence. 

The Federal Rules of Practice -- rather of 

Evidence, were amended in 1975 and they now provide: 

'The facts or data in the particular case upon 
A+wc&J. . . &I$- 

which an expert bases an opinion or w--i+ of a type 

reasonably relied on by experts in the particular field in 
. . . 

forming opinions or inferences upon the subjectkneed not be 

admissible in evidence:' 

In 1979 in an article appropriately entitled 

Expanded Use of Expert Witnesses Pose New Problems for 

Counsel, the National Law Journal described how that rule 

was being implemented and stated: 

"Under Rule 703, expert testimony nesd not 

necessarily be based on personal knowledge of the expert or 
&I 

evidence in the record. -so long as there is 'suitable indicia 
- 

of trustworthiness'or 'reasonable basis of reliability: -Att 
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expert is permitted wide latitude as to the materials on 

which he may base his testimony.' 

Finally, in citation of authority concerning the 

rule, w Professor +&p'-s Treatise on Evidence states: 

'Rule 703 means that the expert is permitted to 

learn the facts prior to trial by a variety of! means such as 

personal examination, first-hand ' files, 

reports of other specialists, or the reports 4.m or 

comments of professional observers. The only requirement is 

that the sources be reliable in the sense that they are 

normally relied on in the expert's field, even though these 

materials may not qualify for admission into evidence!' 

As to the applicability of those principles to the 

issues the commission has been considering, I think it is 

universally agreed by everyone who has commented on the 

subject that when a study or analysis has been filed as a 

library reference but has not been sponsored into evidence, 

that a witness who is himself unable to sponsor it into 

evidence cannot ti-p-and~&e it into evidence simply 

by referring to it and saying that he relied upon it. But 

that is a distinct and different question from whether he 

may testify that he did rely on it and whether the 

Commission may consider his reliance itself as evidence. 

The &mmission's rules of practice as -- that have 

traditionally be followed appear already to contemplate that 
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the general principle of Rule 703 would apply. Rule 31(k) 

states documentation requirements for, among other things, 

quote, "studies and analyses offered in evidence CYV 
- relied 

upon as support for other evidence," and it requires a clear 
Jk;L)ur 

statement$study plan, and a number of other documentary 

materials in support of such studies. 

And one final and important -- perhaps the most 

important point. Even if the foundational requirements are 

met -- that is, if the witness is an expert and if the 

material is of the sort relied upon by experts in this 

field, obviously the evidentiary value of any particular 

study or report relied upon will depend on the facts and 

circumstances of the particular case, as indicated by 

factors such as the persuasiveness of the witness' 

explanation as to he relied on it and by indicia of 

reliability that it may or may not carry on its own. 

For example, some types of reports that are 

routinely -- routinely prepared and reported under 

procedures that have previously been subject to adversary 

challenge have more inherent indicia of reliability than a 

new study or analysis would have, and obviously, at some 

point, the reasonableness of a -- a witness' reliance 

descends so far that the principle of the rule no longer 

applies and -- and no longer could one say he has reasonably 

relied on any basis whatsoever. 
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CHAIRMAN GLEIMAN: Mr. Keegan, thank you. 

Mr. Baker. 

MR. BAKER: Thank you, Mr. Chairman. 

As one of the parties that may have precipitated 

this session this morning, I feel -- have some comments to 

say on behalf of the Newspaper Association of America. 

In our view, this issue goes more to the integrity 

of the process than to a particular result. 

While NM has filed a motion to strike portions of 

one witness' testimony based on that witness' use of one 

library reference, un-sponsored library reference, and 

referred to another library reference in its comments in 

addition to the one subject to its motion, there are surely 

others. 

Just this morning I was handed a copy of the 

Office of the Consumer Advocate's response to the notice, 

which I had not seen before now, which has a fairly 

extensive list of un-sponsored library references. 

I have not reviewed, by any means, all of the 

library references in this case to determine their 

evidentiary status or to assess whether my client's 

interests would be better served if references to them were 

struck from the witnesses' testimonies or not. 

I think it's reasonable to expect that parties' 

particular litigation interests will come out on both sides 
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of -- of the issue. Some -- some documents they would be 

helped by; some documents they would be adversely affected 

by. 

But to me, the legal -- the issue here is a 

straightforward legal one. 

Should the Postal Service be allowed to base 

significant material changes on un-sponsored analyses that 

are themselves contained in un-sponsored library references 

which, under the commission rules, are simply not evidence? 

There is little, if any, dispute as to the 

evidentiary status of an un-sponsored library reference. 

They-do not have the status of record evidence. 

I notice even the Postal Service has recently -- 

appears to have gotten a little bit of religion on the 

matter. I notice they recently amended witness Crum's 

testimony to incorporate a previously un-sponsored library 

reference 

But the -- to us, it's the efficiency and perhaps 

even the integrity of the process that's at stake. 

Here we are two-and-a-half months into the case. 

It's not clear to parties at this point what ~evidence the 

commission -- the Postal Service is relying upon and what 

evidence the commission will have before it when it renders 

its recommended decision. 

The Postal Service has its litigation tactics, and 
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that's understandable, but we need to know what the status 

of particular materials are as we proceed the case. We're 

well into the case at this point. 

Parties would like to know whether they can rely 

on the commission's rules as the status of documents or not. 

The choice whether to provide a witness for a 

particular document is the Postal Service's. In the absence 

of a sponsoring witness to attest to and verify a -- a cost 

analysis that is used to support a change, the commission 

cannot rely upon it, and in that -- and to that degree, I 

submit that NAA's motion to strike, you know, the portions 

of Mr. Moeller's testimony should be granted. 

The choice is the Postal Service's, and -- and we 

need to -- they can make their choice and we live with the 

result. 

The Postal Service's comments seem to focus more 

on the more wide-ranging issues. 

I don't think the NAA or any other party is 

necessarily saying that the witness must attest to every 

single IOCS tally that it was properly taken in the normal 

course of procedure or whatever. Certainly, factual 

compilations of that sort are the sorts of things that 

experts -- experts can routinely rely on in d'eveloping their 

-- their analyses. 

The concern to us is where the cost analysis 
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relied upon is a -- a departure from past practice and its 

usage for change in rates, and that is the issue in our 

motion and the focus of our comments. 

Thank you. 

CHAIRMAN GLEIMAN: Mr. May? 

MR. MAY: Yes, Mr. Chairman. 

I -- I think that Mr. Keegan, as well as Mr. 

Baker, made the point. I don't think you have to invent the 

wheel all over. 

There are established rules of evidence. Courts, 

every day, deal with these very issues, and with just some 

adaptation to -- of those rules to the fact that you are a 

regulatory agency, as well as a quasi-judicial agency, and 

you don't have the strict rules of evidence necessarily 

imposed upon you. 

But nevertheless, it's probably good practice -- 

and this commission has usually followed it -- to observe 

the Federal Rules of Procedure, and so, we don't have to 

reinvent those, happily; we just have to see what common 

sense imposes upon the application of those rules to the 

materials at hand. 

The commission has always had to have what are 

called library references, but the original reason was for 

the voluminous nature, and they were -- from the beginning, 

they were intended to be part of the witness' testimony. 
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They just weren't studies that materialize out of the ether 

and were deposited in the library, created by some anonymous 

source that parties, particularly the post office, could 

conveniently exploit, and when asked, well, how do you know 

that -- well, it's in this study. 

It seems to me that it would serve everyone's 

interests if a category of material were identified in 

advance that it's of -- if the Postal Service's case intends 

to rely upon materials that are not in the testimony, filed 

testimony of the witness but, rather, are dependent upon an 

_- another source, a source which is too voluminous to 

become part of the testimony -- we don't want to litter the 

record with it -- then that should be identified, and it 

should be made clear up front that that witness is relying 

on that data, that witness can -- can vouch for -- vouch for 

that data source, that that witness knows how that source 

was -- was -- was acquired, and -- and if it's a piece of 

analysis, that the witness understands the analysis, agrees 

with it, understands the methodology of the study, can vouch 

for the methodology, the usual tests one -- that apply, if 

you were going to -- if that person were going to actually 

try to put that study into evidence, that the witness should 

be prepared to do all of that. 

Now, we have, in this case, several instances of 

where the Postal Service has now come forward and said yes, 
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we have a witness who will sponsor a particular study. It 

is a bit of a litigation strategy on both sides, the Post 

Office not wanting to identify who it is and leaving it in 

question whether or not they're going to really try to prove 

this material. On the other hand, the intervenor party, for 

example, Parcel Shippers, to use a concrete example, with 

Library Reference 108, it is not in our interest to 

authenticate Library Reference 108. 

So the suggestion that somehow or other it is up 

to Parcel Shippers to carry the burden of proving that 

Library Reference 108 is not any good is misplaced. If the 

Postal Service wants to rely on that study, and they are 

relying on it, then it seems to me they should have up front 

identified the authors of the study, said they have a 

witness who's familiar with the study who understands the 

methodology, who was involved in it, and I think they've 

pretty much said that now, but they could easily have said 

that up front. But, you know, the application of a little 

common sense to this would resolve a lot of things. 

Now the Post Office has suggested in its pleading 

that there's really only reason -- they say that generally 

the personal identities of sources are only important in 

three respects: qualifications of experts who offer 

opinions, accuracy, and reliability, that is, credibility. 

I would also add what they don't have here, the methodology 

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 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



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 

526 

of a particular study, particularly survey, for example, see 

the ability to follow up on potential lines of :inquiry such 

as the ability to test assumptions. It says depending on 

the type of information, however, only for the ithird point 

might one actually need a witness. Well, I can't disagree 

more strongly that that's the only reason we might need a 

live witness that we can cross examine or examine about a 

particular study. 

There's certainly questions about the 

qualifications of experts, whether they really are expert in 

the particular study fields. How was the study conducted? 

What were its methods? If there isn't somebody to tell us 

that and if the study itself does not explain that in 

sufficient detail, I don't think it's adequate to simply 

leave the study there. Their argument that the intervenors 

can ask all these questions, that they've got a witness 

who's prepared to answer all these questions, it seems to me 

beside the point. It is the Post Office burden to qualify 

their own evidence. It is not our burden to through the 

interrogatory process or the cross examination process to 

develop the fact of whether it's any good or not. That 

isn't our burden. 

Now I grant you that's a bit of, quote, litigation 

strategy to use the Presiding Officer's characterization. 

And certainly there's a little bit of that that goes on in 
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any proceeding before -- in any trial. And I'm not opposed 

to that as long as the strategy doesn't get in the way of 

actually producing a record that will support the findings 

of the Commission. But I think the Commission does well in 

reserving its opinion. I think everybody should weigh in on 

the subject. But when the Commission comes to adumbrating 

this further, I would respectfully suggest that they pay 

close heed to the rules of evidence which as a body of law 

and procedure that has spent a great deal of time of the 

years dealing with the very problems we're grappling with. 

Thanks, Mr. Chairman. 

CHAIRMAN GLEIMAN: Anyone else? 

MR. McKEEVER: Mr. Chairman. 

CHAIRMAN GLEIMAN: Mr. McKeever. 

Mr. Popkin, if you're not going to participate in 

this particular issue, could you let Mr. McKeever have a 

seat there for a bit. 

Thank you. 

MR. McKEEVER: Mr. Chairman, John McKeever for 

United Parcel Service. 

We have not weighed in on the subject to date 

because in the context of this case it has not been an issue 

for us, but it is an issue that does have general 

application, and in light of the Chair's request for 

comments this morning, I don't want to add too much to what 
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has been said already, because I think Mr. Keegan has hit 

the nail on the head. He's cited the proper rule, and that 

is an expert can rely on material that is not in evidence as 

long as his reliance on that material outside the record is 

customary in his profession and it's a reasonable reliance. 

Now the point that I would want to add is that 

there are really two types of library references I think at 

issue here. One is a library reference which contains data 

that is drawn from the normal data systems of the Postal 

Service, the regular periodic data systems that are involved 

in every Commission proceeding, such as the IOCS data 

system. I believe that in the case of that type of library 

reference with that type of data, reliance by a witness on 

the data is reasonable and customary in these proceedings. 

That doesn't mean, of course, that that data 

cannot be attacked. It always can be questioned, but if 

it's from a regular Postal Service data system of the type 

that is used in every proceeding, then I think that the 

presumption is that reliance on it is proper, reasonable, 

and certainly customary by the expert. It's up to the 

parties who disagree and feel that the data is flawed in 

some way or other to develop a record that shows that. 

Then you have library references that are really 

special studies. Now they have a different status. There 

you do not have the normal indicia of reliability, and it 
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may or may not be reasonable for an expert in a particular 

case to rely on those studies. I think then it's incumbent 

on the discovery process to probe how the study was done. 

Certainly it's helpful if all that information is provided 

beforehand. 

I am very sympathetic to the pleas of those who 

want that material beforehand, because we struggle mightily 

in discovery to get those details. When they're not there 

in the library reference to begin with, it makes the process 

much more expeditious if that material can be filed as part 

of the library reference when it is filed. And we believe 

that the rules do address that situation, as Mr. Keegan 

points out, by saying that certain foundation requirements 

must be met, not only for studies that are put in evidence, 

but studies that are relied on by a Postal Service witness. 

So as I say, our preference is to have that type of material 

early. 

However, we also believe that the discovery 

process is available. It's a cumbersome process, but it is 

available to explore that. And unfortunately I think in the 

case of special studies the issue has to be taken up on a 

case-by-case basis, and if discovery shows that the 

process -- the study is not reliable, then the Commission 

will act accordingly. At the very least it will take it 

into account in weighing the weight to be accorded to a 
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witness' testimony, and the defect may be so fundamental 

that it may actually decide to strike the testimony because 

it does not have any indicia of reliability or 

trustworthiness. But it has to be done, I believe, on a 

case-by-case basis. 

We are interested in making sure that as much data 

becomes available as possible, because that's the only way 

that the Commission's going to be sure that it arrives at 

the best possible result. And for that reason we would not 

like to see anything that discourages the filing of library 

references. On the other hand, we do like to see measures 

that give more information about those library references as 

early as possible in the process. 

Just one more brief remark, and that is the 

somewhat related subject of institutional responses, 

interrogatory responses of the Postal Service. Again, that 

is helpful, in the sense at it often brings out information 

that otherwise you may not be able to get. On the other 

hand, there are times when the institutional response 

contains a conclusion or an opinion that really needs 

probing, and I think the Chair so far has handled that 

properly, because it said if people want the ability to 

cross examine somebody on that, ask for it. But it is a 

problem. We are concerned by the proliferation of 

institutional responses by the Postal Service, because it 
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does make one's job more difficult in the discovery process. 

Just to reiterate, we think that the question of 

the status of library references and whether witnesses can 

rely on them really should be decided against a background 

of distinguishing between two types of data, data produced 

by the regular data systems of the Postal Service, and 

special studies. 

CHAIRMAN GLEIMAN: Anyone else? 

MR. KEEGAN: Yes, Mr. Chairman. 

CHAIRMAN GLEIMAN: I see a slew of folks back 

here. Mr. Keegan, you've already had a shot, so we'll get 

around to the rejoinders. Mr. McLaughlin, you might want to 

move up to the front also, and whomever else that we can 

hear from you. 

MR. MILES: Mr. Chairman, my name is John Miles, 

on behalf of Nashua Photo, Inc., District Photo, Inc., 

Mystic Color Lab, and Seattle Film Works, Inc. 

Although we recognize the analysis Mr. Keegan 

referred to in Rule 703 of the Federal rules and the 

distinction that Mr. McKeever just made about special 

studies and the possibility that studies that are normal 

Postal Service studies might be almost self-authenticating, 

the material that we addressed and the issues that we 

addressed in our comments to the notice of inquiry and in 

our motions practice in the case so far have to do more with 
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the types of issues that Mr. May and Mr. Baker were just 

speaking to, straightforward legal questions where a witness 

is relying wholesale on an unsponsored library reference 

that apparently is not going to be evidence in the case 

because the Commission's rule says so. 

In those cases, and we recently encountered one 

where Witness Fronk was relying on an unsponsored library 

reference and ultimately we had to move to strike his 

testimony, and the presiding officer apparently agreed with 

the merits of our motion, but instead of striking it allowed 

the Postal Service to attempt to introduce supplemental 

testimony, brings into play considerations of procedural due 

process to the intervenors and to other parties. 

I think the commission is justifiably and -- and 

obviously concerned about developing as complete a record as 

possible, but a record in the case is -- is an amorphous, 

moving subject, and there have to be rules and there are 

rules which attempt to define when that record should be 

established. 

As we read Rule 53 of the commission's rules, from 

the Postal Service's point of view, it should be set at the 

time it files its request. 

If it relies on testimony of witnesses who are 

relying on evidence or materials that will never be evidence 

in the case and there's a danger that, by doing that, they 
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more or less bring that inadmissible matter into evidence by 

virtue of the very testimony, we think that that witness' 

testimony that relies on that inadmissible evidence should 

be stricken, and we think it's a serious problem from time 

to time in a case and in this case as we brought it up to 

the commission. 

The net result to the intervenor in bringing it 

up. of course, was to face, now, supplemental testimony a 

few days before scheduled cross examination, with no 

opportunity, really, to examine the basis for that 

supplemental testimony. 

So, we would ask the commission to consider not a 

change in the rules, because the rules are there. Rule 53 

is there, it says the Postal Service's case shall be filed 

complete; Rule 31 is there which defines what evidence in 

the case is; and Special Rule of Practice 5 says that 

un-sponsored library references are not evidence. 

With all of those rules, there needs to be, we 

think, a little bit of enforcement so that we don't get into 

these situations, and the only way that we know of to bring 

the issue is the way we brought it. We asked the Postal 

Service who was sponsoring library references, and we were 

told nobody was. 

We moved to strike a witness' testimony based on 

the fact that the witness had no real knowledge, not the 
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kind of reliance that Mr. Keegan was speaking about under 

Rule 703. He was just incorporating, basically, the -- the 

inadmissible library reference in his testimony. 

That's the situation that we're addressing, and in 

addition to the other problems that may be presented by 

library references being more or less willy-nilly 

designated, this is a serious situation that's posed by the 

Postal Service's apparently longstanding practice, and we 

would ask the commission to consider taking the step of 

striking testimony that is not justified. 

CHAIRMAN GLEIMAN: Mr. McLaughlin? 

MR. MCLAUGHLIN: It's bee a while since I've been 

up here. 

I think we disagree somewhat with what I would 

call that harder line position. I think I agree more with 

Mr. McKeever to the effect that the commission, as is usual 

in these kinds of situations, is going to have to deal with 

these things on a case-by-case basis. 

There obviously are library references that, once 

we go to the case, we discover that, yes, indeed, there are 

questions that perhaps cannot be addressed adequately 

through discovery, even though -- whether it's a 

witness-sponsored piece of testimony or a library reference, 

you can't engage in the same kind of discovery up until the 

point of the hearing. 
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The fact is there are probably hundreds if not 

thousands of Postal Service studies out there. They 

probably have studies on OCR acceptance and reject rates and 

who knows what else out there that are relied upon by 

witnesses. 

The Postal Service would probably have a very 

difficult time determining, at the time it files its case, 

what kinds of things may become questioned by parties or 

whatever. They obviously can't put in 200 witnesses at the 

outset. 

I think we're always going to have situations 

where a library reference is filed that a witness relies 

upon that later on becomes the subject of closer scrutiny 

and parties want to have discovery on it and a w:itness, and 

I think the commission is going to have to basically do a 

case-by-case assessment of that as to whether a witness 

should be required. 

The difficulty in doing a general rule which says 

that, in every case, the Postal Service must have a witness 

and it must be designated at the start oft the ca,se is that 

it becomes just a mind-boggling morass for the Postal 

Service and for the parties and perhaps even the commission. 

The fact is -- is that all parties can engage in 

discovery of all the documents that are submitted by the 

Postal Service, including library references, work papers, 
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whatever, during the course of discovery and that the 

commission can't always deal with these issues as they come 

up in terms of sponsoring witnesses' pieces of testimony. 

CHAIRMAN GLEIMAN: Anyone else? 

Yes, sir. 

MR. THOMAS: Joel Thomas of Alliance Non-profit 

Mailers. 

The alliance submitted a written response to your 

notice of inquiry, but I'd like to speak this morning simply 

because I received the Postal Service's response yesterday 

well after our response to your notice was originally 

written and filed. 

Quite frankly, when I prepared it, it did not 

occur to me, having read what they had said in response to 

some of the motions to strike, that the Postal !;ervice was 

really taking the position that they never were going to 

have to sponsor a great deal of the testimony and library 

witnesses on which people rely. 

They seemed to be left in doubt with the remark 

that they would sponsor what was necessary in some earlier 

responses. 

Now they seem to be suggesting flat out that they 

are never going to sponsor this, even if it is relied upon. 

I think they have to sponsor it under the rules. 

If you want to change the rules, then I think you have to 
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prospectively change the rules and -- and not tell us now 

that the rules are not going to be enforced. 

I disagree with those that said this should be 

done on a case-by-case basis. The Postal Service can decide 

when it submits its testimony what it is relying on and it 

can put forward a list. 

I do not want to discourage the Postal Service 

from putting documents into library references so that 

people can have access to information, but if it's 

information the Postal Service is relying upon, I think 

they've got to identify it and say they're relying on it. 

My understanding of Federal Rule 703 is quite 

different, apparently, than some witnesses. 

When you say that you can use information that is, 

in effect, hearsay that is commonly relied upon, they're 

talking about an engineer coming in and testifying that 

studies have been done by reputable laboratories and 

published that steel of a certain quality and size breaks at 

a certain point 

They don't have to bring somebody in that did that 

test in that laboratory if these are tables that are 

commonly used by expert engineers to -- to fabricate steel. 

But individual studies prepared by one of the 

parties to the -- to a case -- I've never heard of those 

being treated as information that's commonly relied upon 
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experts in a case. I have been following postal affairs for 

some years now. I'm fairly new to some of this rate case 

litigation, but I have litigated a lot against the 

government over the last 20 years, and the suggestion that 

government data is so inherently reliable that it should 

come in as an exception to the hearsay rule and without 

verification is, to me, startlingly beyond belief. 

Let me give you a very simple examp:Le. I 

litigated against the Department of Interior, the Bureau of 

Land Management. An issue arose over how much acreage 

managed by the department was in a certain status. There 

were only five steps. It's not nearly as complicated as 

figuring out what category mail belongs in. 

When we got into a hearing on motions for summary 

judgement, the government suddenly announced there were so 

many acres involved. I got up and said that's not what I 

understood, that I understood it was a great deal more. 

The government -- the judge asked counsel where he 

gotten -- for the government -- where he'd gotten his 

information. He said somebody at headquarters had provided 

it. 

He asked me where I'd gotten it. I said I'd 

gotten it from the 10 state directors, but I had signed 

letters from all of them that said this is the amount of 

property they have in that category, and the numbers weren't 
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So, the notion -- I mean the government's had this 

land for 100 years. This isn't counting something that's 

going through the system daily, and there's phenomenal 

disagreement over what we're talking about. 

So, the notion that this information is somehow 

inherently reliable -- we've got -- we've got a scandal in 

this town right now with the FBI lab. 

It was generally assumed throughout the country, 

in state courts and everywhere else, this information was 

inherently reliable, and now we've got a problem. 

We have thousands of -- of people released onto 

the street because it was conceded -- concluded that this 

stuff was inherently reliable and it turned out not to be 

inherently reliable, and I -- I mean I would go so far as to 

say, I think, if they're going to rely on IOCS tallies, 

somebody ought to come in and say they were properly put 

together. 

That would be required of any other party in any 

other kind of litigation. 

They should not simply be saying here's some 

numbers we came up with. 

CHAIRMAN GLEIMAN: Well, a lot of folks have come 

in -- a lot of folks have come in during the proceedings 

that I've sat through and -- and raised questions about 
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whether those IOCS tallies were done properly. 

Right, Mr. Keegan? 

Anyone else before we get to rejoinders? 

Mr. Todd. 

MR. TODD: David Todd on behalf of the Mail Order 

Association of America. 

I would just urge in all of this -- and much has 

been said that makes a lot of sense. Certainly, I believe 

Mr. Keegan's view of how we approach this makes sense. I 

would just urge that the commission move in this area with 

caution. 

The ability of able and even not so able lawyers 

to create procedural chaos and make a proceeding so 

complicated and so subject to objections simply knows no 

bounds. 

I think it is perfectly clear that these 

procedures have, over the years, become increasingly 

complicated. We are inundated with information. There has 

been a constant push for ever more complicated analyses of 

the data. 

It has got to the point that to truly understand 

all the facets of this case is simply impossib:le except for 

an intervenor of simply unlimited means and willingness to 

spend it. Perhaps it's even gotten beyond tho:se. 

So, without necessarily rejoining any of the 
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1 comments that have been made this morning, I would certainly 

2 urge that the commission look carefully before it leaps into 

3 yet another requirement for increased complexity and 

4 difficulty. 

5 CHAIRMAN GLEIMAN: Thank you. That's exactly why 

6 we're here having this discussion this morning, because we 

7 don't intend to leap. 

8 On the other hand, I don't intend to have the 

9 commission in this case or any other case, while I'm here, 

10 be put in a position of having it suggested that we need to 

11 vote on whether we're going to violate our own rules again, 

12 which is a challenge that was laid down to us in one of the 

13 filings associated with this notice of inquiry. 

14 But we will take our time and we will try and be 

15 thoughtful, even if some think it's out of character for us 

16 to be so. 

17 Rejoinder, Mr. Keegan? 

18 MR. KEEGAN: Yes, Mr. Chairman, just two brief 

19 comments. 

20 First of all, I think the -- the discussion we had 

21 of government statistics admirably supports the view that 

22 cases should be judged individually and that reasonable 

23 reliances is not something that can be determined 

24 categorically. 

25 And secondly, since I found it disquieting to be 
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so strenuously agreed with by Mr. McKeever, I just wanted to 

stress that, contrary to one or two statements he made that 

I assume were simply slips, at the end of the day, in the 

case of the materials we're talking about, those materials 

are not evidence, they may not be relied on by the 

Commission, they may not be treated as evidence. 

It is the witness and his reliance on materials 

that is -- is at issue, not the &mmission's reliance. 

CHAIRMAN GLEIMAN: Mr. May? 

MR. MAY: Mr. Chairman, I think that it simply is 

the case that we are talking about two different kinds of 

records here. One are the regular data systems that the 

Postal Service keeps and I think that those are admissible 

in evidence under the Business Records Rule, the Hearsay 

Rule, it is one of the standard exemptions. The Post Office 

keeps these data. It may be terrible data and we have all 

challenged it from time to time, but it is kept in the 

ordinary course of business, it is an exception to the 

Hearsay Rule and I think that is a wholly diffierent set of 

problems. 

On the other hand, we have a proliferation of 

studies that take selected pieces of various data systems, 

manipulate those data in some kind of often Rube Goldberg 

fashion, put one thing together with another and then 

announce that such-and-such costs something. 
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But those things, it seems to me, should be 

subject to all the rules of admissibility, they have to have 

a live witness explain how it was done, why it was done, 

what the methodology was and I don't think that that kind of 

study has any quality of its own; it needs to be sponsored. 

I have another problem I would like to raise and 

it is with the Commission's own recent ruling about how to 

handle institutional responses to interrogatories. There 

is, after all, not a lot different between an institutional 

response and an unsponsored library reference. They are 

both nothing other than you have a lawyer, we don't -- we 

cannot have testimony by lawyers making up the entire record 

in this case. All of these institutional responses are 

nothing other than responses delivered by lawyers for the 

Postal Service. They are -- and so your rule now says that 

you cannot -- the only time you have to get a live witness 

to sponsor those answers is when you want to have oral 

cross-examination and your rule states that in order to get 

oral cross-examination that requests for oral cross must 

describe in detail the subject matter of the questions to be 

posed and explain why followup written questions were not 

sufficient to explore the context and content of the 

institutional answer. 

So it is only under circumstances where you can 

satisfy that, is the Postal Service now required to supply a 
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witness to vouch for institutional answers. Now, I suppose 

you could say, well, the Postal Service might want to argue, 

why can't we treat library reference studies the same way, 

that we don't have to supply a sponsor. 

And the fact is, I take the pleading to be an 

argument that that is exactly what they are saying, is they 

don't have to supply a sponsor for these studies unless and 

until the party shows that written cross-examination has not 

been satisfactory to elucidate all the information that a 

party would need and the party has to explain why it 

wants -- what is it going to do with this live witness if it 

gets its hands on it and what are they going to ask them and 

how is that going to advance the record. I take that to be 

their argument about the only circumstances under which they 

have to supply a sponsor. It is uncomfortably close to the 

Commission's own rule about when they must supply a sponsor 

for an institutional answer to an interrogatory. That 

troubles me. 

Thank you, Mr. Chairman. 

MR. TIDWELL: Mr. Chairman, the Postal Service 

would like to respond to two points made by counsel for 

Parcel Shippers. It may have been the practice of the Post 

Office Department to have the lawyers write the 

institutional responses but it has not been the practice of 

the Postal Service to have that go on. We certainly don't 
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have the time or the expertise to provide the information 

that appears in the institutional responses. 

The second point is that the Postal Service 

position with respect to the resolution of sponsorship that 

counsel just alluded to is something we think is reasonable 

under the present circumstances and that can help resolve 

issues that have arisen specifically in this proceeding. We 

are willing again to work with parties to resolve those 

issues on a case-by-case basis. 

CHAIRMAN GLEIMAN: Yes, sir. 

MR. THOMAS: I would just like to comment I said 

earlier what we are looking for is the enforcement of 

existing rules and not a new set. With regard to the 

Federal Rules of Evidence and the admissibility of business 

records as an exception to the Hearsay Rule, if they come in 

as an exception to the Hearsay Rule under the business 

records exception, fine. The question is, I'm not even sure 

they do. I'm not sure these are records kept in the 

ordinary course of business and as that rule is written and 

enforced. So I think some examination. 

But if they do qualify for the business records 

exception, they ought to come in as business records. But 

some foundation for that may have to be laid. 

CHAIRMAN GLEIMAN: Thank you. Any further 

rejoinder? 
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[No response.] 

CHAIRMAN GLEIMAN: Just a couple of comments. The 

first is, regarding the Presiding Officer's rulings on 

motions to strike, it is my belief that, give:n the nature of 

the proceedings before this administrative bordy and given 

the distinct possibility that issues may be resolved as we 

go on with the proceedings and that due proce,ss rights of 

the parties can be protected, that we best no't strike except 

in the most extraordinary of circumstances. 

The Commission, of course, if testimony on which a 

motion has been made and denied feels that, in the final 

analysis, the testimony does not carry great weight, we will 

give it the weight that is appropriate when it makes its 

decisions and recommendations. That's number one. 

Number two, on the comments that have been made by 

several of the participants in the discussion today about 

the increasing burden of Commission practice and the 

constant push for increasingly complex information and 

analyses, just let me say that it is my impression -- I have 

only been here three-and-a-half years but I have watched the 

Postal Service from another perch for a number of years. It 

is my impression that one of the reasons for the 

increasing -- alleged increasing burdens of Commission 

practice and the constant push for more and more information 

is that the system that we all deal with has become more and 
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more complex and all of you have participated in assisting 

it to become more and more complex and more and more refined 

over the years as you have sought to take advantage of the 

work sharing that you do. 

You sought to take advantage -- and I don't mean 

that in a derogatory sense; it is entirely appropriate -- of 

changes in the system involving first mechanization and then 

automation and on and on. So I think that when people come 

before the Commission and comment on the increasing burdens 

of practice, they have to keep in mind that frequently their 

clients are the beneficiaries of that increasingly complex 

and burdensome practice that takes place by virtue of the 

many subclasses and new classes and discounts, rate 

categories and what have you. 

We have a difficult problem that we have got to 

deal with, and I appreciate all of your comments this 

morning. I know that you have given it a great deal of 

thought, and your comments were all thoughtful. We will 

take a look at the transcript and sit down and see how we 

can best deal with this problem. 

As I said, the one thing that I don't want to do 

is be in a position where the commission is ac!cused of 

relying on data which is not properly relied cln because it 

hasn't been made part of the evidentiary record, either by 

being bootstrapped by one of Mr. Keegan's witnesses who is 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



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 

548 

expert enough to rely on a certain type of evidence or what 

have you. 

By the same token, Mr. Todd, I appreciate your 

comments, and we certainly don't want to do anything that is 

going to be burdensome in perpetuity or until the next rule 

change. Hopefully, we can deal with this matter reasonably. 

One final request, Mr. Tidwell. Is it possible 

for the Postal Service to give us a list of t!?ose studies 

that you mentioned at the outset that you're intending to 

support with a witness? 

If you cannot do it today, we'd be happy to 

receive something in writing, but if you are prepared to 

provide us with a list, perhaps that would mitigate some of 

the concerns that currently exist. 

MR. TIDWELL: I've just been handed a list that 

indicates that library references 108, 109, 112, and 182 

--lo8 was incorporated by reference by witness Crum. 

It's my understanding that witness McGrane, who is 

not a stranger to these proceedings, from Christianson 

Associates, will be sponsoring the content of library 

references 109 and 182, and as the parties are aware, 

witness Daniel has some sponsorship of the contents of 

library reference H-112, and -- and again, if there are 

issues that parties believe need to be resolved with respect 

to others, we are available to consult and to see how best 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



549 

1 to resolve these to satisfy everyone's interests. 

2 CHAIRMAN GLEIMAN: Thank you. 

3 If there's nothing further on this matter, then 

4 we'll move on with the scheduled witnesses. 

5 You know, I -- given the time and -- and knowing 

6 that the witness has been sitting there already for close to 

7 an hour, I think it would be a good idea for us to take our 

8 lo-minute break a teeny bit early right now, and we'll come 

9 back at 25 of the hour, according to the clock in this room, 

10 and we'll pick up at that point. 

11 [Recess. 1 

12 CHAIRMAN GLEIMAN: Mr. Rubin, do yo>~ want to 

13 introduce your witness? 

14 MR. RUBIN: The Postal Service calls Susan W. 

15 Needham as its next witness. 

16 Whereupon, 

17 SUSAN W. NEEDHAM, 

18 a witness, was called for examination by counsel for the 

19 United States Postal Service and, having been first duly 

20 sworn, was examined and testified as follows: 

21 DIRECT EXAMINATION 

22 BY MR. RUBIN: 

23 Q Ms. Needham, do you have two copies of a document 

24 titled Direct Testimony of Susan W. Needham on Behalf of 

25 United States Postal Service and designated as USPS-T-39? 
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A Yes, I do. 

Q And does this testimony include the corrections 

that were filed on August 22, 1997? 

A Yes. 

Q And do you have another minor correction to make 

at this time? 

A Yes, I do. My correction is to -- on page 92, 

Table 16, the Stamped Envelope Current and Proposed Fee 

Schedule, I have a few minor changes to make. 

The first one is under the Current Description 

column, the first column, the eleventh line down under 

Current Description, where it says Savings Bonds, or Savings 

Bond, excuse me, is to be deleted. 

The next column over, Proposed Description, where 

it says Savings Bond with a parentheses is to be deleted and 

under Current Fee on the same line where it says $15 is to 

be deleted. 

The line below that, where it says Plain, 6-3/4 

Banded, on the Proposed Description line it should say 

"plain" and it says "printed." And the line below that 

where it says "Printed 10 Banded" it should say "Plain 10 

Banded." 

Additionally, down toward the end of the table, 

there is -- the sixth line up from the bottom on the first 

column where it says "Plain 10 Size" if you go down to the 
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1 line below the second-to-the-bottom line, Savings Bond 

2 should be deleted there. Over in the next co:lumn, Savings 

3 Bond should be deleted at the end. And there is one change 

4 to the footnote. The footnote should state, "All stamped 

5 envelopes in boxed lots of 500," and then there is an 

6 insert, "except household envelopes in 50-packs," and then, 

7 "unless otherwise noted." And those are the corrections to 

8 the table, revisions. 

9 Q Thank you. 

10 Was this testimony prepared by you or under your 

11 supervision? 

12 A Yes, it was. 

13 Q And with the corrections that have been filed and 

14 you just described today, if you were to testify orally here 

15 today, would this be your testimony? 

16 A Yes, it would. 

17 MR. RUBIN: Then I will hand two copies of the 

18 Direct Testimony of Susan W. Needham on behalf of the United 

19 States Postal Service to the reporter and I ask that the 

20 testimony be entered into evidence in this docket. 

21 CHAIRMAN GLEIMAN: Are there any objections? 

22 [No response.] 

23 CHAIRMAN GLEIMAN: Hearing none, Ms. Needham's 

24 testimony and exhibits are received into evidence and I 

25 direct that they be accepted into evidence. As is our 

551 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



552 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

practice, they will not be transcribed. 

[Direct Testimony of Susan W. 

Needham, Exhibit No. USPS-T-39 was 

marked for identification and 

received into evidence.] 

CHAIRMAN GLEIMAN: Ms. Needham, have you had an 

opportunity to examine the packet of designated written 

cross-examination that was made available earlier today? 

THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: If these questions were asked 

of you today, would your answers be the same as those you 

previously provided in writing? 

THE WITNESS: Yes, they would. 

MR. RUBIN: I would note that yesterday the Postal 

Service filed corrections to four of the answers to -- to 

four of the interrogatories from Douglas F. Carlson. Those 

changes have been incorporated in the packets. 

CHAIRMAN GLEIMAN: Thank you, Mr. Rubin. 

Two copies of the corrected designated written 

cross-examination of Witness Needham are being given to the 

reporter and I direct that they be accepted into evidence 

and transcribed into the record at this point. 

[Designation of Written 

Cross-Examination of Susan W. 

Needham was received into evidence 
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and transcribed into the record.1 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS SUSAN W. NEEDHAM 
(USPS-T-39) 

The parties listed below have designated answers to interrogatories directed to witness 
Needham as written cross-examination. 

parhr 

ADVO, Inc. 

Answer To Interrogatories 

AAPS\USPS: Interrogatory T39-1. 

Office of the Consumer Advocate OCAKJSPS: Interrogatories T39-l-20, including 
the Supplemental Response to T39- 
3, and T24-40 (a-c) and T24-75 
redirected frosrn witness Lion. 

AAPS\USPS: Interrogatory T39-1. 
DBP\USPS: Interrogatories 25(a-b, e-k, m-s), 

26(a-b, e-g), ,38(a-b, e-g), 53(f-g, i, 
o, z, aa), 60-61, and 66 redirected 
from the Post:al Service. 

DFC\US?S: Interrogatories T39-1-16 and 
19-24, and T40-lo-12 redirected 
from witness Phmkett. 

NDMS\USPS: Interrogatories T32-32,37(a-c) 
and T32-40 redirected from witness 
Fro& 

Respectfully submitted, 

M&garet P. Crenshaw 
Secretary 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORY OF THE ASSOCIATION OF 

ALTERNATE POSTAL SYSTEMS 

AAPSIUSPS-T3Q1. 

At page 24, you state the Postal Service does not charge for sequencing cards 
in carrier route walk sequence. (a) Would it therefore follow that the cost of 
sequencing cards is an institutional cost? (b) If so, is it correct that most of the 
cost of sequencing cards into walk sequence is paid for by mailers that do not 
walk sequence their mail and therefore do not obtain the discounts related to 
walk sequencing? Please explain. 

RESPONSE: 

(a&b) I am assuming that when you refer to institutional costs you mean what 

the Postal Service now refers to as ‘other costs. While the Postal Service 

fee design does not specifically charge for sequencing cards in carrier route 

walk sequence, the Postal Service rewvers the costs for this service by 

charging 17 cents (proposed to be 20 cents) for each card removed due to 

an incorrect or undeliverable address and for each card added with a new 

address. Note that the fee design does not determine the treatment of costs 

as either other or volume variable. It is my understanding that the ~costs of 

sequencing cards would be reflected in cost segments 2, 3, and 6, most of 

which are not other. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-25 [a] Confirm, or explain if you are unable to do so, that the 
proposed fee for Certified Mail will be $1.55, for Return Receipt for Merchandise 
will be $1.75. and for individual Certificate of Mailing will be $0.60. [b] Confirm, 
or explain if you are unable to do so, that the cost coverage Certified Mail will be 
133%. [c] What will the cost coverage be for Return Receipt for Merchandise’? 
[d] What will the cost coverage be for an individual Certificate of Mailing? [e] 
Based on the fees shown in subpart a and the cost coverage values shown in 
subparts b through d, what will the costs be for each of the three services listed 
in subpart a. (fj Is the cost value determined by dividing the proposed rate by 
the decimal value of the cost coverage percent [for example, a fee of $2.00 with 
a cost coverage of 164% would have a cost of $2.00 divided by 1 .&I or S1.221 
[g] If not, explain how it is calculated. [h] Is there any interaction between the 
rates and costs for Certified Mail vs. those for Return Receipt servi~ce or have the 
two rates been evaluated independently of each other7 [i] Fully explain any 
interaction. [i] What percentage of Certified Mail articles utilize Return Receipt 
Service? [k] With respect to these three services, confirm. or expl!ain if you are 
unable to do so, that there is no added service or costs associated with the 
processing or handling of the article from the time of the completion of its 
acceptance into the mail stream at the acceptance postal facility to the time at 
which it becomes necessary to “trap” the article at the delivery office so that it 
may be property handled for the type of service being requested. [I] Confirm, or 
explain if you are unable to do so, that there are no costs associated at the 
delivery office with respect to articles for which a Certificate of Mailing had been 
issued and therefore there will be no costs associated with this service once the 
completion of its acceptance into the mail stream at the acceptanos postal facility 
has been completed. [m] For each of the three services, list each of the specific 
cost elements which relate to and are charged to that service and Khe costs 

associated with that element for the time up until dispatch of the article from the 
acceptance postal facility. These cost elements should include the following [i 
the costs for any of these elements are not charged to the service, so indicate. If 
any additional items apply, so indicate them and provide the data]: 1. Cost of 
advertising the service, 2. Cost of training employees regarding the service, 3. 
Cost for designing and printing the necessary forms, 4. Cost for shipping, 
storing, and distributing the forms, 5. Cost for window services to (explain the 
service, and 6. Cost for the acceptance of the article by the acceptance office. 
including, but not limited to, observing the article, postmarking the receipt, 
discussion with the customer, and possible record keeping., [n] For Certified 
Mail and Return 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SE:RVICE) 

DBPIUSPS-25 Continued 

Receipt for Merchandise serviceg, list each of the specific cost elements which 
relate to and are charged to that service and the costs associated with that 
element for the time starting at the point at which the article is “trapped” at the 

‘delivery office. These cost elements should include the following [if the costs 
for any of these elements are not charged to the service, so indicate. If any 
additional items apply, so indicate them and provide the data]: 1. Cost of 
“trapping the article” at the delivery office, 2. Cost of any special handling that 
may be required to process these at the delivery office, 3. Cost of turning 
accountability for the articles over from the processing employee[s] to the 
delivery employee, 4. Cost associated with the delivery of the article by the 
delivery employee to the addressee, 5. Cost for “clearing” the delivery 
employee of the accountability after the return to the office, 6. Cost for 
subsequent delivery attempts for articles returned after the first attempt, 7. Cost 
for returning undeliverable articles, 8. Cost for filing delivery receipts, 9. Cost 
for handling inquiries received for the article, 10. Cost for processing the PS 
Form 3611 for Return Receipt for Merchandise service at the delivery office 
before it is entered into the mail stream, and 11. Cost for transmission of the PS 
Form 3611 from the delivery office back to the original sender of the parcel. [o] 
If subparts k and I result in any added cost elements, provide the data requested 
in subparts m and n for them. [p] With respect to the three separate costs that 
you provide for each of the three services in your response to subpan m, if the 
value is different between the three services for the same cost element, fully 
explain the difference for each separate cost element. [q] Same as subpart p 
except for the two services and your responses to subpart n. [r] Same as 
subpart p for any responses to subpart o. [s] If all of the costs enumerated in 
subparts m through o do not add up to the corresponding total cost provided in 
subpart e, explain the reasons for the difference. [t] Do the costs specified in 
subpart n itcrm 11 match the cast of processing and delivery of a post card or 
stamped ard? ]u] lf not, explain why not. 

RESPONSE: 

a) Confirmed for certified mail. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID 8. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-25 Continued 

b) Not confirmed. The proposed cost coverage for certified mail is 137.7 

percent as presented in USFS-T-39 WP-17, page 1, revised AlJgust 22, 

1997. 

c) Answered by witness Plunkett 

d) Answered by witness Plunkett. 

e) The cost for certified mail is presented in USPS-T-39 WP-17, page 1, revised 

August 22, 1997. It is not derived from the fees and cost coverages provided 

in response to parts a-b. 

f) No, in order to calculate a cost coverage the cost of the service and the 

revenue from the service must be known. The revenue is divicled by the cost. 

g) The total certified mail cost is from Exhibit USPS-15J, revised <August 22, 

1997. The unit cost is presented in USPS-T-39, WP-17, page 1, revised 

August 22,1997. 

h) The twu fees were evaluated and proposed independently by two separate 

witnesses. 

i) Not applicable. 

j) See USPS-T-39, page 27, lines 5-B. 

k) Confirmed for certified mail. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-25. Continued 

I) Answered by witness Plunkett. .., -r 

m-s) See my response to DFCNSPS-T39-12. 

i) Answered by witness Pjunkett. 

u) Answered by witness Plunkett. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-26 [a] Confirm, or explain if you are unable to do so, that when 
delivering a Certified Mail article, that the delivery employee must obtain a single 
signature from the addressee on the Postal Service delivery record [irrespective 
of whether there is a single article to deliver this way or multiple articles for 
delivery on some form of manifest]. [b] Confirm, or explain if you ,are unable to 
do so, that when delivering a Get tidied Mail arti& which contains ;a Return 
Receipt, that the delivery employee must obtain two separate signatures from 
the addressee, one on the Postal Service delivery record [irrespective of 
whether there is a single article to deliver this way or multiple articles for delivery 
on some form of manifest] and the second on the Return Receipt card PS Form 
3811. [c] Confirm, or explain if you are unable to do so, that when delivering a 
Return Receipt for Merchandise article, that the delivery employee must obtain 
two separate signatures from the addressee, one on the Postal Service delivery 
record [irrespective of whether there is a single article to deliver this way or’ 
multiple articles for delivery on some form of manifest] and the second on the 
Return Receipt card PS Form 3811. [d] Confirm, or explain lf you are unable to 
do so, that the time and therefore casts for obtaining both signatures for Return 
Receipt for Merchandise service are charged to that service since there is a 
single fee. [e] With respect to a Certified Mail - Return Receipt G!equested 
article, how are the time and costs allocated between the two separate services? 
[fj Explain the rationale for such an allocation. [g] Confirm, or explain if you are 
unable to do so, that the time that it takes to obtain the second signature will 
usually be less that the time that it takes to get the first signature, or in general, 
the time that it takes to obtain both signature will be less than twice the time to 
obtain only one signature. 

RESPONSE: 

a) Confrnned. 

b) Confirmed. 

c) Answered by witness Plunkett. 

d) Answered by witness Plunkett. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPAJSPS-26 (Continued) 

e and f) Postal Service data systems are used to allocate certain costs to 

certified mail, while return receipt costs are developed using a special 

study, presented in LR H-107. See witness Plunkett’s response to 

DFCAJSPS-T40-5 and my response to DFCNSPS-T3912. 

g) While I have not studied this, if waiting time is assigned to getting the first 

signature, the time for the second signature without any waiting time w&Id 

tend to be lower. 



562 

RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-38 [a] Confirm, or explain if you are not able to do so, that a mailer 
who is utilizing Registered Mail must declare the full value of the article. [b] 
Confirm, or explain if you are unable to do so, that this must be done whether or 
not the mailer desires insurance coverage. [c] Confirm, or explalin if your are 
unable to do so, that a mailer who is utilizing Insured Mail is not required to 
declare the full value and may purchase whatever value insurance is desired 
[although a claim may not be filed for more than the value of the article]. [d] 
Confirm, or explain if you are unable to do so, that the purchase of insurance is 
not required by a mailer of any class of mail, regardless of the, value of the 
article. [e] What is the logic for requiring the declaration of full value for 
Registered Mail and not for any other class of mail. [fj Confirm, or explain if you 
are unable to do so, that insurance may be purchased up to a $5,BOO value. [g] 
What is the logic for requiring the declaration of full value for Registered Mail 
having a value of less than $5,000 

RESPONSE: 

a) Confirmed. 

b) Confirmed. 

c) Answered by witness Plunkett. 

d) Answered by witness Plunkett. 

e) Registry service provides insurance up to $25,BOB. In order to provide the 

appropriate security for registered articles, it is imperative that registry 

mailers declare the full value. The very nature of registered mail is logic 

enough for a declaration of the full value. Moreover, the fees fior registered 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SE;RVICE) 

DBP/USPS-38. Continued 

e) Continued 

mail are based on the declared value, to reflect costs and the value of 

service for items of varying values. 

f) Confirmed. 

g) See response to DPBILJSPS-38(e). 
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RESPONSEOFWITNESSNEEDHAMTO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-53. [f’j Confirm, or explain if you are unable to do so, that a parcel 
containing merchandise may be registered regardless of whether the postage is 
paid at the First-Class Mail, or Priority Mail rate. [g] Confirm, or e:lcplain if you 
are unable to do so, that when Registered Mail is utilized, there is an accounting 
for each individual mailpiece between the accountable mail section of the 
delivering post office and the delivering employee. [i] Confirm, or explain if you 
are unable to do so, that when Registered Mail is utilized there is an accounting 
for the mail as it progresses though the mail system form (sic) the acceptance to 
the delivery. [o] Confirm, .or explain if you are unable to do so, that the fee for 
Registered Mail for an article with a value of $5,WO insurance would be $11.65. 
[z] Confirm, or explain if you are unable to do so, that Express Mali1 may not be 
registered. [aa] If so, provide a rationale for such a regulation. 

RESPONSE: 

r) Confirmed. 

g) Confirmed. 

i) Confirmed. 

o) Confirmed that $11.65 is the proposed fee. 

z) Confirmed. 

aa) Express Mail is an expedited mail service with guaranteed delivery 

Registry service involves accountability at every handoff during the acceptance, 

dispatch, fransportation and delivery phases, in addition to any added security 

procedures. Therefore, it is not feasible to move registered mail through the 

mail in an expedited fashion while maintaining the necessary levfrls of 

accountability and security. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SEIRVICE) 

DBPIUSPS40 [a] Confirm, or explain if you are unable to do so, that post office 
box service is designed to be a premium service and to provide value to the 
user. [b] Confirm, or explain if you are unable to do so, that any increase in the 
number of hours that the box section is accessible to boxholders m increase 
the value to the boxholder. [c] Confirm, or explain if you are unable to do soi 
that post office box sections should be accessible to boxholders any time that 
employees are on duty in the facility. [d] Confirm, or explain if you are unable to 
do so, that there are there (sic) post office box sections which are accessible to 
boxholders at times when there is no one on duty in the facility. [b] Provide a 
listing of the security measure that are utilized in those instances referenced in 
subpart d. [r] Provide copies of any outstanding regulations or Headquatiers 
directives which relate to the hours for which post office box sections should be 
accessible to boxholders. 

RESPONSE: 

a) Confirmed, except in those situations where ckrier delivery is not an option. 

b) Confined. 

c) Not confirmed. The decision to provide access to the box section any time 

when employees are on duty is done on an individual basis. For the obvious 

reasons of safety and security, not to mention other situations which may be 

peculiar to a specitk facility, access to the box section any time when 

employees are on duty may not be prudent or practical. 

d) Confirmed. 

e) The security measures used in those postal facilities where box sections are 

accessible when no postal employees are on duty would vary on an 
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RESPONSE OF WITNESS NEEDHAM TO ’ 
INTERROGATORIES OF DAVID 6. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-60 Continued 

e) Continued 

individual basis. 

f) I am not aware of any changes from Docket No. MC96-3. See Docket No. 

MC96-3 transcript volume 3, pages 411,524-529,565, and 626. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID 8. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPS-81 [a] Confirm, or explain if you are unable to do so, that in Docket 
MC%-3, Postal Service witness provided the following response, “Well, it’s - as 
far as setting the fee. like I said, like I had mentioned earlier in one of my 
interrogatory responses, I had - I looked for something that would be easily 
divisible by six, therefore making the refund process go smoothly as opposed to 
a - I considered two other fees, one lower, one higher. The one wasn’t divisible 
by six, and $3 seemed like a sufiicient amount based on the value. That is my - 
that is my testimony, my opinion. QUESTION Can you tell us lhere today why 
$8 per six months would not be sufficient to reflect the added value of box 
service to nonresidents? ANSWER Well, my goodness, I’ll tell you, $8 would 
be $1 a month. That’s a small contribution to the high value of service that these 
nonresidents get with their boxes, for whatever reasons they use them for. I felt 
$3 was a sufficient amount. I didn’t see that it needed to be higher, but I felt that 
$2 or $1 was too low, and -“[Transcript page 8331. [b] Confirm, or explain if you 
are unable to do so, that this testimony indicates that the rate being proposed in 
that Docket was determined at the belief of the witness as to what was felt to be 
appropriate based on the value to the customer and without any basis to cost of 
providing the service. [c] Are there any rates which are being proposed in this 
Docket which were arrived in a similar manner? [d] lf so, enumerate and 
explain. [e] What consideration, if any, was given to proposing a nonresident 
box fee in this Docket? 

a) Confirmed that these statements were made by both myself as the Postal 

Service witness and Mr. Carison as the intervener. However, the statements 

made prior to these on pages 832 and 833 of the Docket No. MC96-3 

transaipl accurately put into context the above-mentioned portions of text. 

Specifically, the following discussion immediately precedes the text you have 

quoted above. 



568 

RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPIUSPSBl Continued 

a) Continued 

‘QUESTION In your response to DFC USPS l7-7 - ANSWER yes. 

QUESTION - you stated that you did not consider monthly nonresident fees 

of $1 or $2 because neither of these amounts seemed sufficient. On what 

basis did you determine that these amounts were not sufficient? ANSWER I 

believe I address this in the pricing criteria portion of my testimony with 

respect to how I came about this proposed fee. I say here in the 

interrogatory response that I. did not feel $1 or $2 was a sufficient amount of 

money to take into consideration the value derived from a nonresident box, 

so it works out to approximately 10 cants a day. I think it’s fair and equitable, 

and I have described that, like I said, in the criteria. QUESTION Forgive me. 

I have read your testimony in detail several times and I have not been able to 

draw from it how you determined that $18 as opposed to some other amount 

was sufficient to reflect the added value of box service to nonresidents. How 

did you determine the value to nonresidents? Tr. at 832833. 

b) Not confirmed. In Docket No. MCgB-3, I discussed Criterion 1, Criterion 4, 

Criterion 5. and Criterion 7 in addition to Criterion 2 in the 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPlUSPSdl Continued 

b) Continued 

pricing criteria section for the non-resident fee in my testimony. Since no 

quantified costs were available, I could not have based the demand-based 

fee on nonexisting cost information. 

c) There are no such Postal Service proposed rates. 

d) Not applicable. 

e) None. 
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RESPONSE OF WITNESS NEEDHAM TO 
INTERROGATORIES OF DAVID B. POPKIN 

(REDIRECTED FROM THE UNITED STATES POSTAL SERVICE) 

DBPAJSPMB Refer to interrogatory DBPNSPS-54 which relaites to stamped 
envelopes. [a] lf you arrive at a price for any of the following typlas of envelopes 
in response to the following subparts of DBPILISPS-54, explain how that price 
was arrived at utilizing the data which is provided in the speoific Fee Schedule 
for stamped envelopes: subparts d, 8, k, and w. [b] Confirm, or explain if you 
are unable to do so, that the Postal Service issued a “G” rate s?aImped envelope 
which was prepared in advance of the last case and was sold with a postage 
value of 32 cents. [c] Will there be an “l-t” rate, or other designation, stamped 
envelope prepared in advance for use with the rate approved in the current 
case? [d] How many colors will be utilized to print the envelopes referred to in 
subpart c? 

RESPONSE: 

a) S~ee USPS-T-39, page 95, lines B-21, and page 96, lines l-13, for the 

development of the stamped envelope fees. 

b) Confirmed. 

c) This has not yet been determined. 

d) See response to DBPNSPS-BB(c). 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHA,M TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T3Q1. Please refer to your testimony at page 59. For Group A, B, 
C, and D post-office boxes, please provide a table similar to the one on page 59 
that shows the cost coverage for each group and size at (1) the cLirrent fee and 
(2) the proposed fee. 

RESPONSE: 

Please see the attached table for the cost coverages at the current and 

proposed fees. Note that the cost coverages at the proposed fees were 

calculated using the before rates per box costs. 



ShCe 
Current Fee 

Volume 

cost Par 
Piece 

0) 

Current Fee 
cost 

Current Fee Coverage Proposed Fee 
ReVeflUe (Cd 4/Cal 3) Volume 

cost Per 
Piie 

($1 

(1) (2) (4) (5) (6) (7) 

PCs1 Dfke Boxes 
Group A - Siie 1 
Group A - Siie 2 
Group A - Siis 3 
Group A - sira 4 
Group A - Size 5 

72,129 $53.43 
4,500 $76.79 
2,524 $146.69 

242 5207.00 
69 $567.47 

3.653.652 
345.555 
370:750 
69.473 
39,155 

3,462,192 09.8% 54,675 $53.43 
333JKn.l 964% 3.366 $76.79 
323.072 67.1% 1,943 5146.89 

56.564 64.3% 199 5267.06 
26,642 73.7% 57 5567.47 

GroupB-Size1 124,239 $43.74 
Group B - Sib0 2 29,635 $62.26 
Group B-Size 3 10,744 $117.62 
GroupB-Size4 1,553 $226.94 
Group B - Size 5 1.518 $451.16 

5.434.214 
1.057.527 
l&35:656 

355,544 
683.989 

5.466.516 100.6% 
1,969.110 1060% 
1203.328 95.1% 

336,554 95.2% 
563,952 62.5% 

102.625 
23.298 

8.860 
1:2&3 
1.363 

$43.74 
S62.26 

$117.62 
$226.94 
$451.16 

Group C - Sue 1 5.291.127 $30.77 162.807.978 211,645.060 130.0% 4.945.941 $30.77 
Group C - Siie 2 2.239.904 $42.61 95.wo.290 129,914.432 135.5% 2.076.309 $42.61 
Group C - Size 3 742,733 578.92 56.616.486 77.244.232 131.6% 702.145 $78.92 
Group C - Size 4 156.544 5151.15 23.963.926 27.269.568 113.6% 147.591 $151.15 
Groupc-size5 33.165 5295.61 9.809.818 9.557.280 97.4% 30.982 5295.61 

GfoupD-Sim1 3.985.837 $26.32 112,676.904 47.830.044 42.4% 3.879.073 $26.32 
GroupD-Size2 1.S61.215 $39.13 61.090343 31,224.300 51.1% 1.507.223 539.13 
Group D - sire 3 403.555 $71.56 20.070.398 14.527.980 50.3% 395.869 $71.56 
Group D - Size 4 32,290 $136.42 4.405.002 1.711.370 369% 31,666 $136.42 
GrwpD-S&e5 3,667 s266.14 959,967 299.361 31.2% 3,579 5266.14 

Current Fee 
Total 

POST OFFICE BOX COST COVERAGES 
AT CURRENT AND PROPOSED FEES 

Allachmezl i ,loonse to 
DFCNSPS-TRY-I 

Proposed Fee 
Proposed Fee cost 

Total Proposed Fee Coverage 
cost II RevMlU.? (Cd 9/COl8) 

w I91 (10) 

2.931,971 3,641.250 
258.629 353,640 
265.407 359,455 

57.129 64,675 
32.346 31.350 

4.400.810 6.157.500 
1.450.533 2.096,620 
1.043.665 1.329.000 

294,675 373,520 
623.982 601,605 

152.166.605 222.567.345 
66,666.766 134.960.065 
55.413.263 60.746.675 
22.306.360 26.760.245 

9.158.589 10.069.150 

109.855.347 69.623.314 
58.977.636 45.216.690 
26.326.366 21.772.795 

4.350.161 2.551.040 
952.515 447,375 

131.0% 
136.7% 
125.9% 
113.2% 
95.9% 

137.2% 
144.6% 
127.3% 
126.7% 
96.4% 

146.2% 
151.6% 
145.7% 
129.0% 
1099% 

63.6% 
76.7% 
76.9% 
56.6% 
47.0% 

Source: USPS-T-39 WP17. paoes 2 and 3. excepl cosb per pim from Columns 2 and 7 which are from USPS-T-24, page 27, as revised August 14, 1997. 

II UaingbeforeratescvataperpkcapmvidedLywihssaLbn. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-2. Please refer to your testimony at page 60, lines 4-5. Does 
the term “carrier delivery” include delivery by a rural carrier? 

RESPONSE: Yes. 



574 

RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-3. Please confirm that DMM section S911.2.1 requires the 
mailer, in accordance with the chart contained in that section, to declare the full 
value of a registered article when the mailer presents it for registration and 
mailing. 

RESPONSE: 

Confirmed 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHA,M TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPST39-4. Please refer to your testimony at page 78, lines 4-5, where 
you testified that “a value level of $0.00 indicates there is no need for 
insurance.” Please explain why there is a need for a customer to ipurchase 
postal insurance if (1) the customer wishes to send a $1,000 diamond ring via 
registered mail and (2) the mailers own, private insurance would reimburse him 
for the loss of the ring. 

RESPONSE: 

When a claim is settled for a lost, stolen, or damaged registered article, the 

Postal Service is the insurer of first resort. Consequently, if a mailer has private 

insurance, the insurer may be reimbursed for any payment made to the insured 

to the extent that the insured has received payment from the insurer. In 

essence, the private insurance company is made whole and the registered mail 

customer should not experience an increase in premiums because of the loss or 

damage of a registered article, since the insurance company is reimbursed for 

any claim it may have already paid. 

Moreover, if an article is lost or damaged while in the possession (of the Postal 

Service, many customers expect the Postal Service to wmpensatla them for the 

loss, regardless of whether the item was insured. The proposals in Docket No. 

MC%-3 and this docket, by including insurance for all articles with monetary 

value, are intended to enable the Postal Serviw to meet these customers’ 

expectations. 



RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-5. 

a. Please refer to your response to DFCIUSPS-T39-1. Please explain the 
significance of your statement that “the cost coverages at the proposed fees 
were calculated using the before rates per box costs.” Does the use of 
before-rates costs somehow reduce the usefulness or reliability of the cost 
coverages that you provided? 

b. Please confirm that the chart in Attachment to Response to DFCIUSPS-T3Q 
1 indicates that Postal Service costs for providing box service have not 
increased since Docket No. R94-1, If you do not confirm, please provide the 
costs and cost coverages that were the basis for the box fees that were 
approved in Docket No. R94-1. 

RESPONSE: 

a) The statement “the cost coverages at the proposed fees were calculated 

using the before rates per box costs” clarifies the bases of the cost coverage 

calculations. After rates per box costs are not available. The overall test year 

after rates cost coverage of 114.7 percent for post office box, c;aller service, 

and reserve call numbers is calculated using total after rates box and caller 

service costs. If after rates per box costs had been available, I expect they 

would have been higher than the before rates costs, resulting in lower cost 

coverages for the proposed fees. 

b) Not confirmed. The chart presents only Docket No. R97-1 test ;year before 

rates costs. In its Recommended Decision in Docket No. R94-li, the Postal 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-5. 

b) Continued 

Rate Commission presented total post office box, caller service, and reserve 

call number costs of $488,827,000 and a cost coverage of 115.4 percent 

(see PRC Op., R94-1, Appendix G, Schedule 1). Per box co& were not 

developed, or used as the basis for box fees, in Docket No. R914-1. In the 

current docket, the Postal Service has presented total post office box, caller 

service, and reserve call number costs of $595.9 million (see Eixhibit USPS- 

155, page 24, as revised 8122197). 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-6. Please provide all evidence in support of yot.rr testimony at 
p. 66, lines 2-4, that post-office-box service provides an “extremely high value[] 
of service.” In your answer, please explain in detail the implications for 
ratemaking of the difference between a “high value of service” and an “extremely 
high value of service.” 

RESPONSE: 

Please see my testimony at page 61, lines 1-17, and page 66, lines 4-7. Also 

please see pages 26 to 30 of my Docket No. MC96-3 USPS-T-7 testimony (copy 

attached). Additionally, witness Carlson in Docket No. MC96-3 presented 

several benefits of post office box service that demonstrate its high value of 

service (Docket No. MC96-3, Tr. 2/2538-39, copy attached). Finally, see my 

response to DFCIUSPS-T39-7. 

With the exception of those boxholders ineligible for carrier delivery, the basic 

concept of paying for delivery when that service can be generically obtained for 

free denotes an extremely high value of service. When utilizing the pricing 

criteria in the post office box fee design, I determined that post office boxes, 

caller service and reserve call numbers are extremely high value services in the 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-5 Continued 

context of Criterion 2. The same statement could be made if it had been 

determined that these services provide a high value of service, as opposed to an 

extremely high value of service. 

., 
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Vanity addresses are addresses within certain towns, cities, and ZIP 

Code areas, associated with affluence, prestige, and celebrity residences. 

Any one or a combination of these characteristics may prompt cus,tomers to 

seek post office box service in vanity address areas. 

According to articles in uSA Today and The Washington Post on the 

demand for vanity addresses, one of the most desirable locations for a post 

offrce box address is Beverly Hills. The 90210 ZIP Code, made famous by the 

television show of the same name, is used strictly for residential delivery within 

that ZIP Code and does not provide post office box service. However, all post 

office boxes in the other ZIP Code areas within Beverly Hills are in high 

demand. In fact, the average number of customers on a waiting list for post 

office box service in Beverly Hills is 400.” 

Another place where post office box service has recently g,ajned 

national media attention is the town of Middleburg, Virginia. Originally named 

“Middle Burg” to represent its location as a rest stop between Alexandria, 

Virginia, and Winchester, Virginia, over 200 years ago, the town began to earn 

status as a fox hunting area for wealthy men at the beginning of this century. 

When John F. Kennedy and his family leased an estate near Middleburg 

during his presidency, the sleepy Virginia town became known naltionwide.” 

” LR-SSR-105 at 6. 
” Id. at 4. 

26 



i ’ 
2 Business customers from neighboring towns that use post oflice box 

3 service in Middleburg find that the Middleburg address enlarges their client 

4 base. These non-resident business and individual customers from cities and 

5 towns outside of Middleburg obtain post office box service in Middleburg for 

6 the financial and/or status benefits which this box address confers. These 

7 non-resident customers use nearly half of the almost 2,000 post office boxes, 

8 while some local Middleburg residents are waiting for post ofice box service, 

9 Middleburg residents have become concerned about the percentage of post 

10 oftice boxes allocated to non-residents, and the resulting unavailability of 

11 boxes for residents.lg 

1 .2 

13 Ranch0 Santa Fe, California, home to several celebrities, is another 

14 sought-after box address for customers who cannot afford to reside or do 

15 business within the post office’s ZIP Code service area. Since no boxes are 

16 available, non-resident boxholders in Ranch0 Santa Fe preclude new 

17 residents from obtaining post office box service. Moreover, since Ranch0 

18 Santa Fe offers no carrier delivery service, all residents must receive their mail 

19 through post office box service. Therefore, the new residents have no choice 

20 but to obtain general delivery service at their post oftice. or post office box 

21 service at neighboring towns.” 

I9 Id. at 3-5. 
” id. at 6. 
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Another vanity address area is Palm Beach, Florida, where the waiting 

period for a post office box of any size averages four months. In Winnetka. 

Illinois, an area of million-dollar lakeside estates, up to 40 percent of the post 

office box service is obtained by non-residents.2’ 

As demonstrated by the post offices mentioned above, vanity 

addresses attract large numbers of non-residents seeking post office box 

service. Towns bordering Canada and Mexico also attract large numbers of 

non-residents seeking post oftice box service. A recent article in the Arizona 

Republic discusses the post office box service demand of non-residents in an 

Arizona border town.22 

Mexican residents desire U.S. Postal Service post office box service for a 

variety of reasons. Mail service in Mexico is purported to be inferior to mail 

service in the United States. Therefore, US. retirees living in Mexico may prefer 

to collect their annuity checks at post off%e boxes in the U.S. Mexicans who 

work in the U.S. but do not reside here need to file taxes in the U.S., and may 

prefer to receive any income tax refunds at post office boxes in the U.S. 

Employment in the U.S. may eventually lead to government benefits, which may 

also be collected at U.S. post office boxes.23 

” Id. 
22 Id. at 7-8, 
23 Id. 
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The value of post office box service to customers is noted in two other 

newspaper articles in the Modesto Bee and The. In Modesto, 

California, post ofice box customers prefer the anonymity box service provides. 

Modesto post office box service customers feel comfortable leavilng for vacations 

without the concern of returning to an overflowing mail box, or miaking 

arrangements to have their mail picked up by a neighbor. Additionally, box 

service provides these customers protection for their mail during the day when 

no one is home.24 

In West Linn. Oregon and neighboring towns, customers similarly 

desire post office box service for its privacy features. Post office box service 

is also rapidly becoming popular among individuals who run businesses from 

home.25 

I know first-hand how valuable the privacy aspect of post office box 

service can be to a business. When I worked at the Postal Service’s National 

Test Administration Center (NTAC). I obtained post office box service for the 

center so that our street address would not be disclosed to the thousands of 

applicants for Postal Service entrance examinations. As no testing was 

conducted in the facility, NTAC preferred not to disclose its street address to 

the general public. It is conceivable that the facility could have been 

24 Id. at 9. 
25 Id. at IO-1 1 
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overwhelmed by applicants desiring permission to take entrance 
Q?- 

examinations, or by individuals who were dissatisfied with their test results. 

(Examinations could be re-scored only if a written request was submitted by 

mail.) 

In another newspaper article from the Charlotte Observer, ,the effect of 

development on the demand for post office box service is demonstrated. The 

post office in Davidson, North Carolina, has seen a surge in the demand for post 

office box service due to recent growth in the local population. Although some 

post office boxes become available when post office box customers request and 

receive carrier delivery, the supply of post office boxes still does not match the 

demand for this service.26 

service were to begin in Davidson. Becoming a city carrier delivery office 

would result in higher fees for box customers, who would become responsible 

for paying the current Subgroup IC fee for their box service. “They [size 1 

post otice boxes] are $8 a year now,” said the Davidson postmaster. “If the 

people of Davidson had to start paying $30 a year, it would comic as a shock 

to some people. But it would be a good deal.“’ As a point of reference, the 

proposed annual resident fee for size 1 post office box services in a proposed :. ~.. 

26 Id. at 12-14. 
27 Id. at 13. 
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USLSjDPC-1. Please refer to your testimony at pages 2 and 
1 

3. 
(a) Why did you obtain post office box PeNice, rather 

than carrier delivery, in Walnut Creek? 

(b) why did you obtain post office box bervice, rather 
than carrier delivery, in DadS? 

(c) Was the only reason you obtained a post office box in 
Emeryville to test the delivery service the're? If not., 
please explain fully. 

(d) Why did you obtain post bffice box service, rather 
than carrier delivery, in Berkeley? 

(e) Have you obtained post office box service in any 
other post office? If 60, please list each post office, and 
explain why you obtained post office box service. 

(f) What size boxes have you used at each of the 
locations where you have used post office box service? If 
you have used other than size 1 boxes, please explain the 
circumstances that led to your use of larger boxes. 

I3SPONBE: 

(a) I obtained box service in Walnut Creek because: 

(i) The Postal Service is one of my hobbies, and I enjoy 

going to the post office every day to pick up my mail; 

(ii) A post-office box provide6 better security for my 
mail than carrier delivery. When large article6 arrive at 

my post-office box, the articles are held for pickup at the 
window (or, at some offices, placed in a secure locker). In 

contra.st , large article6 that arrive at cluster mailboxes in 
apartments typically are left out in the open near the 

mailboxes, increasing the risk ?f theft. AlSO, OCCaSiOnally 
thieve6 burglarize postal vehicle6 that are parked on, city 
streets. My l~il probably is safer from theft when i,t i6 

delivered to a post-Office box; 

(iii) By using a post-office box, I can avoid revealing 
my street address to my cOrr66pcnd6ntSr ThU6, I can mOre 

effectively protect my privacy; 

I 

I 
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UBIB/DIC-1. Please refer to your testimony at pages 2 and 1 
3. 

(a) Why did you obtain post office box service, rather 
than carrier delivery, in Walnut Creek? 

(b) Why did you obtain po$ office box service, rather 
than carrier delivery, in Davis? 

(c) Was the only reason you obtained a post office box in 
Emeryville to test the delivery service thdre? If not, 
please explain fully. 

(d) Why did you obtain post ‘office box service, rarcher 
than carrier delivery, in Berkeley? 

(e) Have you obtained post office box service in any 
other post office? If so, please list each post office, and 
explain why you obtained post office box service. 

(f) What size boxes have you used at each"of the 
locations where you have used post office box service? If 
you have used other than sire 1 boxes, please explain the 
circumstances that led to your use of larger boxes. 

REBPONBE: 

(a) I obtained box service in Walnut Creek because!: 

(i) The Postal Service is one of my hobbies, and I enjoy 

going to the post office every day to pick up my mail; 

(ii) A post-office box provides better security for my 

mail than carrier delivery. When large articles arrive at 

my post-office box, the articles are held for pickup at the 
vindov (or, at some offices, placed in a secure locker). In 
centrist , large articles that arrive at cluster mailboxes in 

apartments typically are left out in the open near the 

mailboxes, increasing the risk pi theft. Also, occasionally 

thieves burglarize postal vehicles that are parked o;n city 
etreets. Uy mail probably 16 safer from theft vhen it is 

delivered to a post-office box; 

(iii) By using a post-office box, I can avoid revealing 
my street address to my correspondentst Thus, I can, more 
effectively protect my privacy; 

I 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-7. Please explain the significance of your testimony at p, 66, 
lines 19-21, that CMRA fees are considerably higher than the Poslal Service’s 
box fees, 

RESPONSE: 

Post office box fees are a bargain when compared to the fees of Commercial 

Mail Receiving Agents (CMRAs). Aside from free carrier delivery which is 

offered by the Postal Service, CMRA box service is an available alternative to 

the Postal Service’s box service for those individuals willing to pay more. The 

fact that commercial services charge much more is a further indication of 

extremely high value placed by the market on post office box and similar 

services. Further, the higher CMRA fees help show that the proposed post 

office box fees are still low for such a valuable service. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T398. Please refer to your testimony at p. 66, lines 2’1-23, and p. 
67, lines l-2. 

a. Does your testimony reflect a general principle or attitude toward postal 
ratemaking whenever customers may decline a service that they perceive as 
being overpriced if some alternative exists? 

b. Please explain why this approach to ratemaking is in the public interest. 

RESPONSE: 

a and b) My testimony reflects the general principle that special services are 

services provided above and beyond basic services and should be priced 

accordingly. With respect to box service, free carrier delivery or general delivery 

(with some exceptions) exists for those boxholders who feel that Postal Service 

and CMRA fees are too high. The fact that these free available al’ternatives exist 

indicate that special consideration due to the lack of available alternatives under 

Criterion 5 is not needed. 

Proposing special service fees that result in cost coverages closer to the 

systemwide average, as opposed to 100 percent cost wverages, is in the public 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCAJSPS-T39-9 

a and b) Continued 

interest as it begins to reflect the extremely high value characteristics of these 

services. Otherwise relatively lower value items must pay more. IHowever, as 

mentioned previously, a cost coverage of 115 percent for the proposed post 

office box fees is still very low for a premium special service and is proposed in 

order to mitigate the impact on customers, consistent with Criterion 4. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-9. Please refer to your response to DFCIUSPS-T39-4. 

a. Do customers expect the Postal Service to compensate them for loss or 
damage to uninsured, nonregistered (I) First-Class Mail, (ii) Priority Mail, or 
(iii) Parcel Post? If your answer for any of these three classes is no, please 
explain the basis for your answer and for your statement in DFCIUSPS-T39-4 
that customers expect the Postal Service to compensate them for loss or 
damage to uninsured registered mail. 

b. Why doesn’t the Postal Service require customers to purchase insurance for 
all items of value? 

c. Under the current rate structure, why might a customer who elected to 
purchase registered mail without postal insurance reasonably expect to be 
compensated for loss or damage? 

d. If satisfying expectations of customers to be compensated for loss or damage 
of registered mail is a motivation for requiring all customers to lpurchase 
insurance for registered mail of declared value greater than $0, why should 
all customers be required to purchase insurance just to avoid disappointing 
customers whose mail was lost or damaged and who specifically chose not to 
purchase insurance? 

e. Your response to DFCIUSPS-T39-4 explains a benefit to the private insurer 
and suggests that the customer may benefit as well because the insurance 
company will be reimbursed for the claim. Why is the Postal Service 
unwilling to give the customer the option of declining postal insurance and 
taking responsibility for an increase in his insurance premium that may or 
may not occur if a claim is paid? 

RESPONSE: 

a) My understanding is that the Postal Service receives lawsuks for loss or 

damage to uninsured mail, so I would say presumably yes. With respect to’ 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHA.M TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-9 (Continued) 

a) Continued 

registered mail however, claims filed for lost or damaged registered mail 

articles have demonstrated customer expectations of compensation for 

uninsured registered mail, when the customers erroneously believed they 

had insured the mail simply by purchasing registered mail service. 

b) Whether or not to purchase postal insurance is strictly a customer choice. 

The fee for insurance for non-registered mail is much greater than the 

marginal price difference between uninsured and insured registered mail. 

c) Under the current fee structure, customers can purchase registered mail 

without postal insurance for items with a declared value up to 16100. A 

portion of these customers may be among those past customers who are 

under the assumption that registering an article automatically includes 

insurance coverage. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGtAS F. CARLSON 

DFCIUSPS-T39-9 (Continued) 

d) As the registered mail fee histories in LR-H-187 reflect, the prire differences 

for registered mail with postal insurance versus uninsured regi:stered mail 

were nominal. The decision to propose the elimination of the vast majority of 

uninsured registered mail offerings in Docket No. MC963 was based on a 

thorough analysis of the marginal price difference between insured and 

uninsured registered mail, the usage patterns, and the results of market 

research to gauge customer reaction. 

e) My registered mail proposal in this docket enhances product irnage and 

serves the goal of administrative simplicity. Please see my testimony, pages 

77-78. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-10. 

a. Please confirm that a customer will be required to pay 23 cents; to purchase a 
stamped card if your proposed two-cent fee for stamped cards is approved. 

b. Please refer to your testimony at p. 89. Suppose ~the cost of m.anufacturing a 
stamped card were (I) 1.15 cents, (ii) 1.30 cents, or (iii) 1 SO cents. For each 
case, would the Postal Service still have proposed a two-cent stampedcard 
fee? Please explain your answer. 

c. Please provide all studies that have been conducted to support the 
conclusion that stamped cards have a value sufficiently high to justify a 200- 
percent cost coverage. 

d. Please provide copies of all dowments or directives that have been issued to 
inform postal employees that postal cards are now called stamped cards. 

e. Please offer an explanation as to why window clerks in Richmond, Virginia, 
and Emeryville, California, had no idea what I was talking about when I asked 
to buy a stamped card in August 1997. 

RESPONSE: 

a) Confirmed if the rate for a First-Class non-presort postcard is increased from 

the wrrent 20 cents to the proposed 21 cents. 

b) I do not know. My proposal was based partially upon the cost information 

available. It is important to bear in mind that the unit cost is not the only 

factor affecting price. Other considerations, such as the impact on customers 

and wholecent rounding constraints are taken into account when developing 

the fee proposal. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-10 Continued 

c) No studies have been conducted regarding the high value of service for 

stamped cards. Testimony presented in Docket No. MC963 provides 

support for the high value of stamped cards (see USPS-T-8 at 96,97,109- 

110, and 113, and USPS LR-SSR-106 at 7 and 9). Also, please see my 

testimony in this docket at page 88, lines 4-12; page 89, lines 8-16; and page 

90, lines 4-8. Additionally, on page 103, lines 17-20, of my testimony in this 

docket, I discuss how my proposed fee increases were kept to a minimum 

when considering available alternative at much higher prides. Purchasing a 

postcard (one without the added benefit of pre-affixed postage) would be 

considerably higher than 2 dents as demonstrated in Docket No. MC963 at 

USPS LR-SSR-106 at 5. Finally, in order to provide a cost coverage greater 

than 100 percent, using a whole-cent rounding constraint, the lowest possible 

proposed fee is 2 cents. 

d) See attached Postal Bulletin, dated May 22, 1997. More materials will be 

provided as soon as they are located. 

e) I can offer one of two plausible explanations for the situations you 

encountered in Richmond, Virginia, and Emeryville, California., First, since 

postal cards have gone by the same name since at least 1926, it can be 
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DFCILISPS-T39-10 Continued 

e) continued 

diftiwlt for some individuals to get used to the new name for the same 

product. Some postal employees may not have yet seen notifbtion of the 

name change. 



DMM NomE 

Special Services Reform: Implementation Standards 
Effective June 6. 1997, Domesfic Mail Manual (DMM) 

D910. D920, D930.1.0. A003.3.0. R9w. SO10.2.0. 
S500.1.0. SSCQ.3.0. and S930 are am%nded lo present the 
standards and fees adopted by the Postal Se&e lo InpIe- 
ment the Dedslon of the Governors of the Unfled Slates 
Postal Service on the Recommended Decision of the Postal 
Rate Commission on Special Services Fees and Ctassifw- 
lhs. Docket No. MC963. These changes lake effect al 
1201 a.m., Sunday, June 6.1997. The final rule announcing 
these changes was published in the Federal Register on 
May 12.1997 (62 Ffl26086.26098). 

Minor mnforming amendments. also effective June 6. 
1997. are made lo DMM A010.12. A910.1.5. A910.3.2. 
A910.52. CO22.3.0. C031.3.2. C031.5.6. C100.2.0. 
C6002.2. E020.2.3. E030.2.6. E060.9.0. E110.3.0. 
E6124.1. E6X2.0, E630.3.1. FOlO.3.0, FO10.4.5. 
FO10.5.1. FO20.3.0. FO30.5.3, G011.1.5. 00132.1. 
POl4.1.0. PO142.0. P021.3.1. PO21.4.0. P022.2.2, 
PO23.1.0. P023.3.1. PO30.4.0. PO30.5.4. Pl’X.2.1, 
R100.1.1. 5070.1.0. 5911.1.1, s911.2.0. s912.12, 
S912.2.5.5913.1.0. 5915.1.0. S917.1.0. andS917.2.2. All 
these amendments will appear in DMM Issue 52 (s$eduled 
lor release on Juty 1, 1997). 

These amendments affect only the lees for, and certain 
attributes of, the following special services: 

n Post OHI box service. 

m Caller service. 

s Cetlified mail. 

l Insurance (insured mail and Express Mail). 

n Parcel airlift. 

. Postal cards. 

m Registered mail. 

. Return receipt. 

. Return receipt for merchandise. 

- special ddiiery. 

Regulatory Histq 

On June 7.1996. pursuant lo its authority under 39 U.S.C. 
3621, %I seq. the Postal Service tiled with the Postal Rate 
&mm&on (PRC) a request for a reaxnm m5-3d decision 
0” SWWd S&X&d SWViW r%fOt-“l PropoSak. ,,,.$ PRC &se 
ignaled the filing as Docket NO. MC96-3. The PRC published 
a notice of the filing, with a description of the Postal Se&-&s 
proposals, on June 21. 19%. in the Federal 
Regbfer(61 FR 31966.31979). 

Pursuant lo 39 USC. 3624, on April 2,1997, Ure PRC is. 
sued its Recommended Decision on the Postal Se&+& 
Request to the Governors of the Postal Seti. The PRC’s 
Recommended Decision made revisions lo some of the re- 
slructuring of the post oiliie box fees requested by the Postal 
service. 

In other areas, the PRC’s Recommended Decision gen- 
erally followed the requests made by the Postal Service lo 
increase the lee for certified mail, merge the two options for 
return receipt service, merge the two options for return re- 
ceipt for merchandise. increase the maximum available tn- 
demnity for insured mail lo $5,CCil. add optional Insurance 
for Express Mail and refine the current available indemnity 
structure. simplily the lee schedule for registered mail, and 
eliminate special detiiely. 

Although the PRC did not recommend % fee for postal 
cards (renamed stamped cards), tl did suggest that the Post- 
al Service remove costs unique to stamped cards lrom total 
postal and postcard subclass costs lo support any proposed 
fee in addition lo the face value of the cards. 

Based on extensive analysis of the PRC’S 
Recommended Decision and deliberation as lo its conse- 
quences to the Postal Senic:% and Its customers, and pur- 
want lo 39 U.S.C. 3625, the Governors acted on the PRC’S 
recommendations on May 5.1997. 

The Governors determined lo approve the PRC’s recom- 
mendations, and the Board 01 Governors set an tmptemenla- 
lion dale of June 6. 1997. lor those rate and dasslication 
changes lo take effect. 

Using new data and analysis obtained since the fasf Om- 
nlbus rate case, the Postal Service. wtlh its filing, sought the 
reform of several spedal senfices to improve customer salis- 
faction and to account for cost and cuslom%r demand. 



Sfieclal Delivery Service 

The Postal Selvice eliminates Qmestic special delivery 
eeervice because tb dcmand for Ii has virtually &appeared. 
Coosunlels who request emed ktiiely seti “lost 
freqwntty use Priority Mail or Express Mail. 

A Z-pwnd Priority Mail package costs u4y $3. compared 
wilh $12.95 for tfw smle Prkrtty Maa package tent as spe‘- 
cial riekmy ($3 postage plus $9.95 special delivery fee). A 
2-pou”d Express Maa Post OKce to Addressee package 
ccsts 315.00. t3pres Mail. unfike special delivery service 
and Pdodty Mail, indudes a delivery guarantee and insur- 
a”ceat”o-charge. 

Stamped Cards 

The Postal Sawice renames postal cards as slanlped 
cards. Unlike stamped enuebpes. stamped cards will con- 
tinue to be sold at no addiiinal charge above their face value 
of postage. The designaticn slanlpedcards emphasizes the 
similar nature of thii stationery item with stamped 
envekpes. 

Domestic Mall Manual (DMM) 

A AddressIng 

A000 Bask Addressing 

A010 General Addresskrg Standards 

jln 1.2d. @ace -/SOS&/ cards’ with ‘skqxd cards:’ no 
other &range to text.] 

. . . l . 

A900 Customer Support 

A9lS Mslling List Services 

jJn 1.5.3.2. and 5.2, replace -posfal can$sJ- wilh -s~arnped 
cm@j-; no olherchange to texi.1 

. l . . . 

C Characteristics and Content 

C9DO Gcnenl lntormatio” 
. . . . . 

CO20 Reebicted or Nonmailable Artlcks end 
Subtta”ces 
. l . l l 

CO22 Perishables 

/fn 3. ll tenwve ‘q%~“l delivery or; in 3.7. rem~“e -&~&al 
ddiity or; no 0th~ change 10 reti. 

. . . . . 

CO30 Nonnuilable Written, Printed. and Graphic 
uaner 

CO31 Written, Printed, and Graphic Matter 
Gem-ally 

. . . . . 

c100 Ptrrtclass Mail 

@n 2. t. 23. md2.9, P3place lustal can$s~ &h ‘stamped 
ca@..~ no dhrchmge to text.1 

. . . . . 

C900 Standard Mail 

[I” 2.2, remow ‘spedal delivery of; “o other change lo rexi.] 
. . . . . 

D Depostt, Collectio~n, and Delivery 
. . . . . 

WOO Other Delivery S&vices 

WlO Post Oftice Box Siervtcc 

1.0 BAStC INFORMATION 

[Amend 1.0 by r&sing f.:I; by removing currenf 1.7; by 
red&gnaling wmnt 1.6 as 1.7; and by adding new 1.6 to 
read as fo//c~m:j 

1.1 Purpose 

Post ottii box service is a premium service offered for a fee 
to any customer requiring more than free carrier delivery or 
general delivery and for “0 lee to carlain customers who ara 
not digibk lor carder delivery. The service allows a customer 
to obtain mail during the hours the box kbby k Open. Post 
dfos box service does not indude alternate means of deliv- 
ery estabtished to replace, simplify. or exfend carrier delivery 
service. A postmaster and a box customer may not make 
any agreement that contravenes tie reguktii on post of- 
(iat box seniae or its fees. 

. . . . . 

1.6 Box Availability 

When no box of the appropriate size is available, a” applica- 
tim for box smite may be handled. at the postmaster’s dis- 
cretion. in any one or more ot the lollowing ways: by referring 
the a~stomer to another postal facility wilh available capac- 
nu; by ptadng the customer’s name on a waiting tist lor box 
service; by providing general delivery service until an ap- 
proptiate stxe box becomes available; by offering a smaller 
or larger box at its fee; or by Meting catler set-&a. 

. . . . . 



, 

PO20 Poslage Stamps and Slationery 

PO21 Stamped Stationery 

pn 3.1, raviw tha fwading to read -.%qced Car-d- and re- 
place ‘P@)ostal cards’ tih ‘S[.s)tamp$d cards> in 4.0, re- 
@ace ~stal Cam.’ w%h ‘stamped cards (formerly called 
postal cards): no olher ch~?nga to text] 

FC22 Adhesive Stamps 

fin 22d. replace ‘postal cards’ wYh Stamped cards: no 
other drang.9 to texl.] 

PO23 Precanceled Stamps 

Iin 1.1 and 1.3. replace ‘Pb@stat cerds’ with ‘S[sjtampad 
mds5 in 3. I. n?ptace pxtaf cards’ with ‘stamped cards:- 
no &her change to tea?.] 

PO30 Postage Melera and Meter Stamps 

[In 4.8. remwe ‘special delivery*; in 4.10, ramwe ‘orspedal 
dehery mail.:- in 5.4b. remove spe&t delivery mail or; no 
other change to taxi.] 

. . . 

PlOO First-Class Mail 

fin 2.1, rep/ace poSta/ cards’ wim Vamped cards: no other 
change to reti.] 

. . l . . 

R Rales and Fees 

RWD~ Stamps and Stationery 
. . . . . 

/Retievise the heading and texf of 3.0 to read as fotlows:) 

3.0 STAMPED CARDS 

stamped cards are priced as follows: 

ConAguration PosIage Fee Total Price 
Cut single card 50.20 SO.00 90.20 
sheet of 40 cards 9.w 0.00 9.00 
Double replypaid Card 0.40 0.00 0.40 

. . . . . 

Rloo Flrst-cIau Mall 

pn 1.7 and in fhe Summary of Fint-Class Rates. repface 
~afcards’wilh -stamped cards’; no otherchange to texl.] 

. . . . . 

Rsw servkts. 

J&move currant 19yO; renumber wrrent 7.0 through 19.0 as 
aothrough 19.0, razpectiive~ addnew 7.0; and revise other 
sectiona to raad as foUows:J 

. . .I . . 

[Revise 3.0 to read as follows:) 

b. For each reserved call number, per calendar year 
(all pest ottiis): $30.00. 

. . . . . 

[Revise 5.0 to mad ac fot/ows:] 

5.0 CERTIFIED MAIL 

Fee. in addition to postage and other leas. per mailpiece: 
$1.35. 

. . . . . 

[Add new 7.0 to read as follows:) 

EXPRESS MAIL INSURANCE 

Fee. in addition lo postage and other lees. lor additional 

For amount of merchandise Insurance liability: 

Merchandise muimum liabilky: fS.OOO.OO. 

b. Document reconslruclion maximum liability: 
$500.00. 

[Revise redesignated 6.0 to read as follows:) 

8.0 INSURED MAIL 

Fee, in addition to postage and other fees, for merchandise 
insurance liability: 

Insurmce Coverage Desired Fe 
$0.01 to $50.00 x).75 
50.01 to loo.w 1 x0 
lW.01 IO 5.cw.w ,.to plus $0.90 lor e?.cil SlW 

of ‘hadon mered over lirsl 
y-Ji$ h!3Jm-ux mverage 

Insured mail nuximum liability: S5,OW.W. 

9.0 MAILING LIST SERVICE 

[No change to redesignated 9.0.) 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-11. Please provide the percentage of certified-mail volume for 
which the sender did not request or receive proof of mailing (see 2 on the 
reverse side of PS Form 3800 (April 1995); see also DMM S912.2.5(d)). 

RESPONSE: 

It is my understanding that the Postal Service does not collect this type of 

information. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T3Q12. Please provide the cost of each element or activity related 
to certified mail (I am seeking information that is similar to the information that 
witness Plunkett provided in Attachment to DFCIUSPS-T40-5). 

RESPONSE: 

This information is not available. Certified mail costs are collected using Postal 

Service data systems, so no special study providing the requested detail has 

been done. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-13. Please provide all studies, reports, or other information that 
would allow for a comparison of the delivery performance (measured in days) for 
the first delivery attempt to certified First-Class Mail versus noncertified First- 
Class Mail. 

RESPONSE: 

The Postal Service does not maintain separate records for the delivery 

performance of certified First-Class Mail. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-14. 

a. ff the fees for single-sale stamped envelopes that you have proposed are 
approved, please confirm that the fee for a non-hologram envelope will be 
$0.07 and the fee for a hologram envelope will be $0.08. If you do not 
confirm, please explain. 

b. Please confirm that the two-tier structure described in part (a) will cause 
confusion among customers. If you do not confirm, please expla,in all 
reasons why you believe that this fee structure will not cause customer 
confusion. 

c. If you do not confirm in part (b), please confirm that customers may be 
confused initially but will understand the fee structure over the long term. If 
you do not confirm, please explain fully. 

d. Is the Postal Service concerned about the confusion that may arise from a 
fee structure that charges different fees for two types of stamped envelopes? 

e. Does the Postal Service believe that the negative effects of any confusion 
that exists in the short term due to the two-tier fee structure will be mitigated 
by the benefits of this two-tier fee structure over the long term? 

RESPONSE: 

a) Confirmed. 

b) Not confirmed. Those customers who currently only purchase single 

hologram stamped envelopes would have a fee increase, if approved, of two 

cents for the envelope. Those customers purchasing single stamped 

envelopes would be given a non-hologram stamped envelope unless they 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-14. Continued 

b) Continued 

asked to see a selection. It would be at this point that the clerk would relay 

the price difference between a non-hologram and a hologram sta,mped 

envelope. I believe that customers would typically understand that an 

additional one-cent charge for the hologram stamped envelope rleflects the 

significant cost and appearance differences between hologram a,nd non- 

hologram stamped envelopes. 

c) Not confirmed. See my response to DFCIUSPS-T39-14(b). 

d) The Postal Service does not view the fee proposal as confusing based on the . 

explanation provided in response to part b. Additionally, it is important to 

note that the stamped envelope proposal simplifies the current fee structure 

significantly through the aggregation of all non-hologram and non-banded 

stamped envelopes into categories by size and whether or not they are 

printed. 

e) The Postal Service does not agree that there will be confusion. The two-tier 

system does better reflect cost differences between hologram and non- 

hologram stamped envelopes. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-15. Are customers confused by the fact that they m’ust pay 38 
cents for a stamped envelope even though the rate for mailing a single-piece, 
non-presorted, first-class letter is only 32 cents? If so, is this wnfuson a 
problem? 

RESPONSE: 

No. I am not aware of such confusion. I believe that current stamped envelope 

customers realize the total price they pay for a stamped envelope is for postage 

plus the fee for an envelope. First-time stamped envelope customers could 

figure out that the difference between the total charge for a stamped envelope 

and the price they pay for stamps must be an additional charge for the envelope. 

I expect that if these customers did not figure this out, when asking t,he clerk they 

would be informed of what the total price comprises. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-16. Has the price of a stamped envelope (wrrently, 36 cents) 
caused some wstomers to believe that the rate for mailing a one-ounce, non- 
presorted, first-class letter also is 36 cents? Please explain why or why not. 

RESPONSE: 

With a 32-tent postage stamp impressed upon a stamped envelope, I believe it 

is highly unlikely that a customer would believe that the First-Class Mail, first 

ounce, non-presorted rate would be anything other than 32 cents. 



606 

RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-19. Please provide the before-rates and after-rates cost 
wverages for all types of single-sale stamped envelopes. 

RESPONSE: 

Assuming the same costs for before rates and after rates, from LR-‘H-107, page 

55, and using the volumes and revenues from USPS-T-39 WP-15, ,the implicit 

single sale stamped envelope cost wverages are as follows: 

6 s/I Non-Hologram 

10 Non-Hologram 

10 Hologram 

Before Rates After Rates 

57% 66% 

54% 63% 

48% 64% 
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REVISED OCTOBER 6, 1997 

RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-20. Does the Postal Service believe that the distinctive 
appearance of the preprinted postage on some stamped envelopes adds value 
to stamped envelopes. 

RESPONSE: 

See my testimony, USPS-T-39, at page 96, lines 17-23, and page 97, lines l-4, 

for a discussion of the value of service provided by stamped envelopes, The 

Postal Service primarily provides single stamped envelopes as a convenience 

for customers in a hurry to mail something while at the post office, for customers 

who do not want to affix stamps to envelopes, and for customers who do not, for 

whatever reason, wish to purchase an envelope and a stamp separately. For 

individuals, both collectors and non-collectors alike, there may be a value of the 

particular stamp on the envelope or the fact that the postage is impressed. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-21. 

a. Does the Postal Service believe that the distinctive, attractive appearance of 
the preprinted postage on many multi-colored, 20-tent stamped cards that 
the Postal Service currently sells adds value to a stamped card:? 

b. Might some customers use a stamped card instead of a private ipost card 
because they enjoy or believe that the addressee will enjoy the distinctive, 
attractive appearance of the preprinted postage on a stamped caqrd? 

RESPONSE: 

a) See my testimony, USPS-T-39, at page 89, lines 8-16, for a discussion of the. 

value of set-vice provided by stamped cards, as presented by the Postal 

Service. The Postal Service primarily provides single stamped cards as a 

convenience to customers in a hurry to correspond, and for wstomers who 

do not wish to purchase a card and a stamp separately, or affix a stamp to a 

card. For individuals, both collectors and non-collectors alike, t.here may be 

a value of the particular stamp on the card or the fact that the postage is 

impressed. 

b) This is quite possible, although I know of no research on this subject. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-22. Please refer to your response to DFCIUSPS-T40-10. 
a. Please confirm that DFCIUSPS-T40-10 asked you to answer the question by 

focusing on only DMM S912.1.1 and S917.1.1. 
b. Please provide a copy of the page(s) from the DMM that indicate that DMM 

S912.1 .l refers to “return receipt requested after mailing” and “restricted 
delivery’. 

c. If appropriate, please provide the confirmation that was requested in 
DFCIUSPS-T40-10. 

RESPONSE: 

a) Confirmed that the question, which was redirected from witness Plunkett to 

me, referred to only DMM S912.1.1 and S917.1.1. 

b) The DMM section that refers to return receipt requested after mailing and 

restricted delivery availability for certified mail is S912.1.4. The response to 

DFCIUSPS-T40-10 incorrectly identified DMM S912.1 .l. 

c) I can only confirm that each of the basic characteristics listed irl DMM 

S912.1.1 for the description of certified mail also appear in the basic 

characteristics listed in DMM 5917.1.1 for the description of return receipt for 

merchandise. I cannot confirm that these basic characteristics are complete, 

as elements, aspects or characteristics, because certified mail, particularly 

when combined with return receipt service, is superior to return receipt for 

merchandise service. 



610 

RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-23. Please refer to your response to DFCIUSPS-T40-11. 
a. Please confirm that metered Priority Mail that weighs over 16 ounces can be 

deposited in street collection boxes. If you do not confirm, pleas*e explain 
and provide appropriate documents. 

b. Please confirm that certified mail to which a return receipt is attached may be 
deposited in street collection boxes, tf you do not confirm, please explain. 

c. Please cite the DMM section that offers a duplicate return receipt to a 
customer who purchased return receipt for merchandise. 

RESPONSE: 

a) Confirmed. 

b) Confirmed. 

c) Please see DMM S915.4.0 which applies to return receipt for merchandise 

service as well as return receipt service. ~. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T39-24. Please refer to your response to DFCIUSPS-T39-7. Please 
also refer to the Commission’s Opinion and Recommended Decision in Docket 
No. MC96-3 at page 64, where the Commission wrote, “On this record the 
Commission also finds unconvincing the Postal Service’s arguments for giving 
increased weight to demand when pricing post office boxes. The Service has 
not provided sufficient evidence of demand for box service. While CMRAs may 
be in competition with post office boxes, both Carlson and Popkin raise pertinent 
questions about the comparability of their services”. Where in your testimony in 
Docket No. R97-1 do you provide evidence about demand for box service that 
you did no! already provide in Docket No. MC96-3? 

RESPONSE: 

Aside from personal knowledge of post offices throughout the country enlarging 

their box sections over the past year to accommodate growing demand, no 

formal research was done on post office box service demand in preparation for 

this rate case proceeding. Therefore, there is no new evidence concerning 

demand for post office box service presented in my Docket No. R97-1 testimony. 

I would like to add that your testimony in Docket No. MC96-3 provided evidence 

of your personal demand for box service, in various locations and for various 

reasons. Although the Commission may have found the Postal Service’s 

arguments unconvincing for giving increased weight to demand when pricing 

post ofice boxes, the Postal Service believes your testimony shows demand for 

box service. -~~e.&<~s:x; _ . ..<i-+ dbi&~.~ .-z: 
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REVISED OCTOBER 6, 1997 

RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM, TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

(REDIRECTED FROM WlTNESS PLUNKETT) 

DFCIUSPS-T40-10. Please refer to DMM S912.1 .l, which describes certified 
mail, and DMM S917.1 .l, which describes return receipt for merchandise. For 
the purpose of this question, please focus on only these two DMM s’ections. 
Please confirm that every substantive element, aspect, or characteristic of the 
description of certified mail also appears in the description of return receipt for 
merchandise. If you do not confirm, please explain which elements aspects, or 
characteristics of certified mail are not shared by return receipt for merchandise 

RESPONSE: 

Not confirmed. A return receipt requested after mailing is available with certified 

mail service. Furthermore, as evident in DMM S912.1.4, restricted delivery is 

available with certified mail service, and not with return receipt for merchandise. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

(REDIRECTED FROM WITNESS PLUNKETT) 

DFCIUSPS-T40-11. Please refer to DMM S912.2.1 and DMM 917.2.1. Why 
may a mailer of certified mail deposit articles in collection boxes (thus exercising 
his DMM S912.2.5(d) option to forgo proof of mailing) while a mailer: using return 
receipt for merchandise cannot deposit articles in street collection boxes? 
(Assume that these articles are metered.) Please explain the rationlale for these 
differing requirements. 

RESPONSE: 

Certified mail is available only for First-Class Mail and Priority Mail, both of 

which may be deposited in street collection boxes (if the Priority Mail weighs less 

than 16 ounces or is metered). Return receipt for merchandise service may be 

used with Priority Mail and various Standard Mail subclasses, some of which 

may not be entered into the mailstream through street collection boxes. Since 

certified mail does not require a return receipt, it can be deposited :in a street 

collection box. Return receipt for merchandise service does require a return 

receipt. Moreover, if an article with return receipt for merchandise service was 

not entered into the mailstream through a window, the Postal Servi,ce could not 

provide a duplicate return receipt, if needed, because of the lack of a round 

dated stamped receipt to verify that the service was even requested. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

(REDIRECTED FROM WITNESS PLUNKET-T) 

DFCIUSPS-T40-12. 

a. Please refer to DMM S912.2.5(b), which requires a user of certified mail, 
return receipt requested, to place a complete return address on the mail 
piece. Please explain the rationale for this requirement. 

b. Please refer to DMM S912.2.5(b), which applies to certified mail;, return 
receipt requested. This section states, in part, that “The name and delivery 
address entered on the reverse of the return receipt do not have to match the 
senders name and return address on the mailpiece.’ Please refer also to 
DMM S917.2.2(c), which applies to return receipt for merchandise. This 
section states, in part, that “The name of the person to whom thle return 
receipt is to be returned must be the same as that of the sender.” Please 
explain the rationale for these different requirements. 

RESPONSE: 

a) The complete return address ideally should be placed on all First-Class Mail 

and Priority Mail pieces. Regardless, for certified mail with a return receipt 

requested, in the event the sender did not put a return address on the return 

receipt card and/or the certified mailpiece cannot be forwarded, the Postal 

Service will have an address to which the mailpieca or signed return receipt 

can be returned. 

b) I know of no rationale. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM ‘TO RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM ‘TO 
INTERROGATORY OF NASHUA PHOTO, INC., DISTRICT PHOTO, INC., INTERROGATORY OF NASHUA PHOTO, INC., DISTRICT PHOTO, INC., 

MYSTIC COLOR LAB, AND SEATTLE FILMWORKS, INC. MYSTIC COLOR LAB, AND SEATTLE FILMWORKS, INC. 
REDIRECTED FROM WITNESS FRONK REDIRECTED FROM WITNESS FRONK 

NDMSIUSPS-T32-32. 

Why does the Postal Service offer the BRMAS rate for BRM destinating at 
facilities where it knows that such BRM will not be processed on automated 
BRMAS equipment? 

RESPONSE: 

If an established BRMAS mailer has fulfilled the preparation requirements for 

BRMAS mail, the Postal Service will accept this mail and assess the BRMAS 

fee. This reflects a policy decision, consistent with the treatment of 1:he BRMAS 

fee in prior Commission proceedings and recommended decisions, which based 

the BRMAS fee on an average cost for manual and automated processing of 

BRMAS-qualified mail. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORY OF NASHUA PHOTO, INC., DISTRICT 

PHOTO, INC., MYSTIC COLOR LAB, AND SEATTLE FILMWORKS, INC. 
REDIRECTED FROM WITNESS FRONK 

NDMSIUSPS-T32-37. 

a. What was the total number of BRMAS accounts in Base Year 1!3Q8? 
b. What was the total volume of BRMAS mail which paid BRMAS rates in Base 

Year 19987 
c. What was the average volume of BRMAS mail paid by BRMAS accounts in 

Base Year 1998? 

RESPONSE: 

a) The total number of Business Reply Mail advance deposit accounts for the 

1998 Base Year was 132,871, which includes both BRMAS and non-BRMAS 

accounts. Since this total number of accounts is calculated using the total 

BRM advance deposit accounting fee revenue divided by the annual 

accounting fee, it is not possible to determine the specific number of BRMAS 

accounts. 

b) The total volume of mail which was charged the BRMAS fee in Base Year 

1996wae512,738,971. 

c) Please see my response to a) above. Since the number of BRMAS accounts 

is not known it is not possible to provide the information requested. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORY OF NASHUA PHOTO, INC., DlSTR,lCT 

PHOTO, INC., MYSTIC COL.OR LAB, AND SEATTLE FILMWORKS, INC. 
REDIRECTED FROM WITNESS FRONK 

NDMSIUSPS-T32-40. 

a. In your opinion, could a monthly fee be charged for (I) QBRM, iandlor (ii) 
advance deposit BRM that would eliminate the need to charge per-piece fees 
to recipients of such types of mail? Why or why not? Please explain your 
answer fully. 

b. In your opinion, will the per-piece rates which would be charged (I) QBRM 
mailers, and/or (ii) advance deposit BRM mailers who receive daily volume of 
hundreds or thousands of mailpieces subsidize the accounting costs incurred 
by the Postal Service to calculate the postage due from QBRMI andlor 
advance deposit BRM mailers whose daily volumes are small (:i.e., under 100 
pieces)? Please explain your answer fully. 

c. In your opinion, which of the following methods would be superior to ensure 
that a mailer receiving QBRM or advance deposit BRM pays all costs 
incurred by the Postal Service in calarlating that mailers postage due from 
BRM received: (I) a monthly fee with no per-piece charge; (ii) a per-piece 
charge with no monthly fee; or (iii) a two-part fee consisting of a fixed amount 
plus a per-piece fee? Please explain your answer fully. 

RESPONSE: 

a) No. Since the counting, rating, and billing costs for QBRM arrd other 

advance deposit BRM are volume related, I believe that the fee design 

should include a per-piece fee. Due to the fluctuations in BRM volume 

received by BRM mailers, it would be very difficult to assess a monthly fee as 

opposed to per-piece fees while meeting the pricing criteria oif the Postal 

Reorganization Act. Further, costs are determined separately for the BRM j..,-: 

permit fee, accounting fee, and the per-piece fees. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORY OF NASHUA PHOTO, INC., DISTRICT 

PHOTO, INC., MYSTIC COLOR LAB; AND SEATTLE FILMWORKS, INC. 
REDIRECTED FROM WITNESS FRONK 

NDMSIUSPS-T3240. Continued 

b) My opinion would depend on the posts for the groups of BRM cxstomers you 

define, which I do not believe are available. However, I would not ba 

surprised if the BRM service is like other special services and subclasses of 

mail in which low-cost customers pay a greater contribution than high-cost 

customers. 

c) Unless option iii is intended to represent the current system, the current 

system of an annual pannit fee, an annual accounting fee, and par-piece fees 

is superior to the three options dasuibed in the interrogatory. ‘The current 

fee assessment system relies on the actual costs for the ERM services and is 

an appropriate means to recover the volume related and non-volume related 

costs for QBRM and the other advance deposit BRM. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-1. Please refer to your testimony at page 60, lines ‘I 3-16. 

4 Please confirm that customers who are ineligible for delivery because they 
live within one-quarter mile of a non-city delivery oftice (hereinafter 
“quarter-mile” rule) cannot obtain a post ofice box at no charge. If you do 
not confirm, please explain. 

b) Please confirm that the Postal Service does not offer customers referred 
to in part a. above one free method of delivery. If you do not confirm, 
please explain. 

4 Please confirm that Group D fees apply to customers referred to in part a. 
above. If you do not confirm, please explain. 

RESPONSE: 

a) 

b) 

Confirmed. 

Not confirmed. In Docket No. MC96-3, one new free delivery option was 

introduced -- a Group E box, but the two existing options, carrier and 

general delivery, were retained. Customers living within the quarter-mile 

radius also have the option of getting free delivery by erecting a mailbox 

along a carrier’s established line of travel. 

c) Confirmed. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

&X/USPS-T39-2. Please refer to your testimony at page 60, lines 13-16, 
concerning customers who live within one-quarter mile of a non-city delivery 
ofiice. Please confirm that the Postal Service agrees with the following 
statement of the Postal Rate Commission. 

The Commission believes it is equitable to offer one post office box at no 
charge to any customer ineligible for carrier delivery. 

PRC Op. MC96-3, at 62. If you do not confirm, please explain. 

RESPONSE: 

Not confirmed. While it may seem equitable to offer a post oftke box at no 

charge to any customer ineligible for carrier delivery, conditions vary at different 

post offices. Moreover, general delivery is an alternative form of free delivery 

See my response to OCA/USPS-T39-l(b). As I state in my testimony, the Postal 

Service is studying the circumstances involving customers who live within one- 

quarter mile of a non-city delivery oftice. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-3. Please refer to your testimony at page 67, footnote 9. 

a) 

b) 

cl 

d) 

e) 

fl 

Please describe the nature of the “formal study” to obtain information on 
the number of customers affected by the quarter-mile rule. 

Please describe the scope of work to be performed. 

Please identify and describe the entity (or entities) that will produce the 
“formal study.” 

If the entity (or entities) referred to in part c. above is a contractor(s) of the 
Postal Service, please provide a copy of the statement of work to be 
performed by the contractor(s). 

Please specify the date the “formal study” referred to in foomote 9 will be 
completed. 

Please identify and describe any studies, reports, summaries or other 
“deliverables” to be provided prior to the completion date of the “formal 
study.” 

RESPONSE: 

a-f) Details of the formal study are being finalized contemporaneously with the 

drafting of this response. The statement of work (SOW) will include the 

requested information, and is expected to be complete within a week or two of 

fhe filing of this response. The SOW will be provided when it is complete. 
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Task Order 102590-97- 
Contract Number 102590-95-H-1895 
Evaluation of “Quarter-Mile Rule” 

Staiement of Work 

Work to be Pqformed 
l’be ptupnse of this project is to collect and analyze data to inform USPS de&ions 
regarding service to customus of noncity delivery 05ces who are ineligible for carrier 
route cxtcnsions bemuse of the “quarter-mile rule”. The quarter-mile rule affects 
edstoma eligibility for carrier delivery and (iidirectly) access to Croup E box fees, based 
on the relative proximity to the post 05ce of a customer’s residence or place of business. 
Specitically, the project shall &mate the number of potential delivery points affected by 
the quarter-mile rule and whether customers at those potential delivery pooints obtain post 
05ce box or general delivery service. The results of the project will be used to estimate 
the potential impacts of offering affected customers other delivery optio:ns. 

This task requires the following actions: 

9 a. 

b. 

C. 

d. 

c. 

Prior to these data collection efforts, the contractor will, if time permits, conduct. 
informal inquiries to obtain information from postmasters that will help in the 
de&n of the survey methodology. 

The wnttactor will produce mailing lists, print the survey forms,, mail the forms to 
post offices, and collect completed forms. The wntractor will provide a contact 
for technica.l assistance to respondents who ask for further clariScations in order 
to complete the forms. The USPS will also provide an admiisuative contact for 
respondents. 

The contractor will survey a sample of non-city delivery offices stratified by 
geographic mea, office size, and other relevant variables. Postmasters of these 
offices will be asked to quantify the number of delivery points a%cted by the 
quarter-mile rule and whether customers at those potential delivery points pay for 
post 05ce box service or obtain general delivery service. 

The contractor will key-punch and key-verify all returned survey forms. 

The wnuactor will load data from returned surveys into databases and analyze the 
response data Data 6om existing post offrce box databases will, be appended as 
appropriate. All data files will be prepared in formats that protect the 
confidentiality of office-specific information. 

SUPPLEME:NTAL RESPONSE 
TO ?CA/USPS-T39-3 

Page 2 of 3 
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DeLiverabLes 
‘The following will be provided by the contractor during and upon completion of this 
study: 

a Draftandfinalsurvcy instruments for Postal Service review. 

b. Lii of survey recipients and respondents; &se lists will include information on 
responselates. 

c. Databasandqmts summa&q the survey results that shield the identities of 
targeted and surveyed offices. 

d Esthaks of potential revenue impacts if quarter-mile customers are provided 
other delivery options. 

e. Draft and final written reports. 

Period of Performance 
The period of performance will be August 27 through October 3 1,1997. All deliverables 
other than the final report shall be provided to the Postal Service by October 1,1997. 
The final report shall be provided by October 25,1997 withwnsuhation services 
provided through October 31.1997. 

Furnished Rents 
The following will be provided by the U.S. Postal Service to facilitate the comiactor’s 
completion of assigned tasks: 

a Cover letter from appropriate PorSal Service officials to accompany survey forms. 

b. Review of project activities by and coordiition with designated Postal Service 
officials. 

c. Access to Postal Service data and to Postal Service Headquarters as necessary. 

d Auxss to Postal Service computer facilities as necessary. 

2 

SUPPLEMENTAL RESPONSE 
TO OCAIUSPS-T39-3 

Page 3 of 3 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-4. Please refer to your testimony at page 60, lines IO-I 1. 

4 Please confirm that the Group B fees apply to the post offices listed in 
DMM section D910.4.3, Exhibit 4.3 under Category 16. If you do not 
confirm, please explain. 

b) Please confirm that there are 16 post oftices in cities and counties listed in 
Exhibit 4.3 under Category 1B. If you do not confirm, please explain. 

cl 

d) 

Please confirm that the “eight large cities” referred to on line 11 of your 
testimony are New York, NY (other than Manhattan); Boston, MA; 
Philadelphia, PA; Washington, DC; Chicago, IL; Los Angeles, CA; San 
Francisco, CA; and Honolulu, HI. If you do not confirm, please explain. 

Without considering Group A, please confirm that “high-cost ZIP Code 
areas” are not limited to “eight large cities and their suburbs” in Group B. 
If you do not confirm, please explain how you determined which ZIP-code 
areas are “high-cost ZIP Code areas.” 

RESPONSE: 

4 Not confirmed. However, I can confirm that Group B fees alpply to the ZIP 

Codes listed in Exhibit 4.3. 

b) Not confirmed. I can only confirm that there are 18 locations listed in 

DMM section 0910.4.3, Exhibit 4.3 (Issue 52) under Category IB. I do 

not know how many post offices are represented in these locations. In 

particular, only selected ZIP Codes for certain post offices iare included in 

the Group B list. Also, note that McLean, Virginia, and its ;!2103 ZIP 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER A.DVOCATE 

OCA/USPS-T39-4, Page 2 of 2 

b) (Continued) 

cl 

4 

Code have recently been moved from Group B to Group C. Postal 

Bulletin 21948 (6-19-97) page 37. 

Confirmed. 

Not confirmed. The “high cost ZIP Code areas” as determined in Docket 

No. R90-1 came from these eight large cities and their suburbs. As was 

indicated in the course of Docket No. MC96-3, the Postal Service is 

interested in re-grouping post office box fees using economic data that are 

more recent than the late 1980’s. However, no decisions have yet been 

made regarding how best to do this. As implied by this interrogatory, 

there is a potential for moving offices or ZIP Codes from Group C to 

Group B. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-5. Please refer to your testimony at page 66, lines 13-17. 

4 Please confirm that boxholders of size 4 boxes in Groups A and 8 
experienced a fee increase as a result of Docket No. MC96-3. If you do 
not confirm, please explain. 

b) Please confirm that in Docket No. MC96-3, for the 1996 TYBR, the fees 
for size 4 boxes in Groups A and B were below their per box cost. If you 
do not confirm, please explain. 

d Please explain why mitigating the impact of proposed fee increases is 
“especially needed” for size 5 boxes in Groups A and B when size 4 
boxes in Groups A and B also experienced an increase in fees as a result 
of Docket No. MC96-3. 

RESPONSE: 

4 Confirmed 

b) 

cl 

Confirmed. 

Primarily, just as it is important to mitigate the impact of the proposed box 

fees for Group D (as referred to in USPS-T-39, page 66, lines 13-17) it is 

also important to mitigate the effect of the fee increases on box size 5 in 

groups A and B because these two segments (Group D and size 5 boxes 

in Groups A and B) of post oftice boxes experienced higher fee increases 

as a result of Docket No. MC96-3 than size 4 boxes in Groups A and 8. 

Additionally, peculiar to size 5 boxes in Group A, the proposed box fee is 

identical to the proposed Group A caller service fee. The F’ostal Service 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAJUSPS-T39-5, Page 2 of 2 

c) (Continued) 

decided it was not prudent to propose a higher box fee than the proposed 

caller service fee in this proceeding. Finally, fees for size 5 Iboxes should 

be kept relatively low, because large box customers have low-priced 

alternatives, and since, in most cases, it is more beneficial to the Postal 

Service for these businesses to take advantage of box service as 

opposed to carrier delivery. See my Docket No. MC96-3 testimony, 

USPS-T-7, page 20. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-6. Please refer to your testimony at page 59, Table 11, and 
page 66, lines 13-17. 

4 Please confirm that the current fees for size 4 boxes in Grorups A and B 
do not cover their per box cost in the 1998 TYBR. If you do not confirm, 
please explain. 

b) Please confirm that the proposed fees for size 4 boxes in Groups A and B 
will cover their per box cost. If you do not confirm, please explain. 

cl Please confirm that size 4 boxes in Groups A and B received a larger 
percentage fee increase than size 5 boxes in Groups Aancl B. If you do 
not confirm, please explain. 

d) Please explain why mitigating the impact of proposed fee increases is 
“especially needed” for size 5 boxes in Groups A and B, where proposed 
fees will not cover their per box costs, when proposed fees for size 4 
boxes in Groups A and B will cover their per box costs. 

RESPONSE: 

4 Confirmed. 

b) Confirmed. 

cl I confirm that size 4 boxes in Groups A and B have larger proposed 

percentage fee increases than size 5 boxes in Groups A and B. 

4 Please see my response to OCAIUSPS-T-39-5(c). 
,i~. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-7. Please refer to your testimony at page 66, lines 13-17. 
Please confirm that the Postal Service agrees, at least in principle, with the 
statement: Per box fees should cover per box costs for post office boxes. If you 
do not confirm, please explain. 

RESPONSE: 

Not confirmed. In principle, and practice as demonstrated in the praoposed fees 

in this proceeding, the Postal Service believes that total fees for the post office 

box and caller service special service should cover total box costs. Cost 

coverage for individual fee cells is only one of the many pricing concerns. 

Probably the best manifestation of this belief is the proposed box fees for Group 

D. While this segment of the boxholder population has been afforded the benefit 

of box fees significantly below costs for some time, the fact remains that 

exorbitant fee increases should be avoided. The Postal Service is therefore 

continuing the trend begun in Docket No. MC96-3 of bringing box f,ees in below- 

cost cells closer to covering costs, while mitigating the impact of fele increases on 

consumers. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T39-8. Please refer to the Lotus l-2-3 spreadsheet file, “Pobox.wk3,” and 
to cell “AE79,” which shows the figure, 1,529, and contains the formula: 
=(1651/l 10370)*AE82. 

a. Please provide a source for, or the derivation of, the figure 110,370 in the formula in 
cell AE79. Please show all calculations and provide citations to all figures used. 

b. Please confirm that the figure 1651 in the formula in cell AE79 is computed as 
follows: 1651 = (1507/100770) l 110370, where 1507 is the “Before Rates” number 
of caller service customers in Group lA, and 100,770 is the “Before Rates” total 
number of caller service customers from Appendix D, Schedule 3, page 17, of PRC 
Op. MC96-3. If you do not confirm, please explain and provide the correct figures. 
Please show all calculations and provide citations to all figures used. 

RESPONSE: 

a) Please see my revised workpaper 10, page 2, filed on 8/22/97, which presents a 

new figure of 100,770. This new figure is from Docket No. MC96-3’, LR-SSR-113, 

page 50. 

b) Not confirmed. Please see revised workpaper 10 filed on 8/22/97, and Docket No. 

MC96-3. LR-SSR-113, page 50. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHA,M 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-9. Please refer to the Lotus l-2-3 spreadsheet file, “Pobox.wk3,” and 
to cell “Al79,” which shows the figure, 1,355, and contains the formula: 
=(1445/96592)‘Al82. Please provide a source for, or the derivation of, 1:he figure 
96592. Please show all calculations and provide citations to all figures used. 

RESPONSE: 

Please see my response to OCAIUSPS-T39-8. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-10. Please refer to the Lotus l-2-3 spreadsheet file, “Pobox.wk3,” and 
to cell “A087,” which shows the “Grand Total” of before-rates revenues for post office 
boxes, caller service and reserve numbers of $616,535,639. Also, please refer to 
USPS-T-24, Table 9B., and the “Grand Total” in the column “TYBR Revenues” of 
$616,519,399. Please confirm that the difference between the figure in the file, 
“Pobox.wk3,” and Table 9B., is due to rounding. 

a. If you do not confirm, please provide the correct figure. Please show all calculations 
and provide citations to all figures used. 

b. If you do confirm, please indicate which of the two Grand Total before-rates revenue 
figures should be relied upon. 

RESPONSE: 

Please see my revised workpaper 10, page 2, filed on 8122/97. and witness Lion’s 

revised Table 9B, tiled on 8114197. The revised grand total revenue for post office 

boxes, caller service and reserve numbers in workpaper 10 is $611,37:5,285. Witness 

Lion’s revised figure is $611,360,737. The difference is due to rounding. The 

workpaper IO revenue number reflects more detail with respect to caller service 

revenue, and thus is more reliable. The workpaper 10 figure also is used by witness 

O’Hara in his revised workpapers, filed on 8/22/97. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCFVUSPS-T3Q11. Please refer to the Lotus l-2-3 spreadsheet file, “Pobox.wk3,” and 
to cell ‘AS87,” which shows the “Grand Total” of after rates revenues for post office 
boxes, caller service and reseme numbers of $688,001,329. Also, please refer to 
USPS-T-24, Table 9B., and the “Grand Total” in the column “TYAR Revenues” of 
$688,001,947. Please confirm that the difference between the figure in the file, 
“Pobox.wk3,” and Table 9B., is due to rounding. 

a. If you do not confirm, please provide the correct figure. Please shclw all calculations 
and provide citations to all figures used. 

b. If you do confirm, please indicate which of the two Grand Total after-rates revenue 
figures should be relied upon. 

RESPONSE: 

Please see my revised workpaper 10, page 2, filed on 8/22/97, and wi~tness Lion’s 

revised Table 9B, filed on 8/14/97. The revised grand total revenue fosr post office 

boxes, caller service and reserve numbers in workpaper 10 is $683,362,079. Witness 

Lion’s revised figure is $683,362,484. The minimal difference is due tc3 rounding. The 

workpaper 10 revenue number can be relied upon, and is used by witness O’Hara in his 

revised workpapers, filed on 8122197. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T39-12. Please refer to your testimony at page 31, lines 12-14. Please 
confirm that “W/P 5” of USPS-T-39 was filed in electronic format. 

a. If you do not confirm, please provide “W/P 5” in electronic format. 

b. If you do confirm that “W/P 5” was filed in electronic format, please provide the tile 
names associated with “W/P 5.” 

c. Please provide the file names associated with Workpapers 14, and Workpapers 6- 
17. 

RESPONSE: 

Confirmed. The reference on page 31 should have been to W/P 4. Please see my 

revised testimony filed on 8/22/97. 

a) Not applicable. 

b) COD.WK3 

c) Workoaoer File Name 

1 ELECADCH.WK3 
2 ADDCORR.WK3 
3 BUSREPLY.WKJ 
4 CERTlFY.WK3 
5 COD.WK3 
6 CORLlST.WK3 
7 MORDERSWK3 
8 ONSMETER.WKB 
9 PAL.WK3 
10 POBOX.WK3 
11 ^ PREPAID.WK3 
12 REGISTRY.WK3 
13 SPECHAND.WK3 
14 STAMPCD.WK3 
15 STAMPENV.WK3 
16 ZIPLIST.WK3 
17, page 1 SSCCPl .WK3 
17. page 2 SSCCPZ.WK3 
17, page 3 SSCCP3.WK3 
17, page 4 SSCCP4.WK3 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OC/UUSPS-T39-13. Please refer to the Lotus l-2-3 spreadsheet file, “Certify.wk3.” 

a. 

b. 

Please confirm that the total number of Certified Mail transactions for FY 1996 is 
269,730,120. If you do not confirm, please explain. 

Please confirm that the figure in part a. above consists of basic (Certified Mail 
transactions-only. If you do not confirm, please explain. 

C. 

d. 

Please confirm that the total revenue for Certified Mail for FY 1996 is 
$292,900,039. If you do not confirm, please explain. 

Please confirm that the figure in part c. above consists of revenues from basic 
Certified Mail transactions only. If you do not confirm, please explain, 

e. Please explain the treatment of the ancillary service revenues for Certified Mail 
from Return Receipt of $248,225,566, and Restricted Delivery c’f $9,799,285. 

RESPONSE: 

a. 

b. 

C. 

d. 

e. 

Confirmed. 

Confirmed. 

Confirmed. 

Confirmed. 

These FY 1996 revenues are reported in their respective billing determinants. 

The test year revenues for return receipts and restricted delivery are kept 

separate from certified mail revenue, and reported as “other” special services 

“postage” in witness O’Hara’s WP I, page 3 (TYBR), and WP II, page 3 (TYAR), 

as revised 8122197, 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T39-14. Please refer to the Lotus l-2-3 spreadsheet file, “Certify.wk3.” 

a. Please confirm that fiscal year 1996 is the “base year” in Docket No. R97-1. If 
you do not confirm, please explain. 

b. Please provide a source for, or show the derivation of, the “Base Year” figure, 
270.832, in cell “W23.” Please show all calculations and provide citations to all 
figures used. 

C. Please confirm that the “Base Year” figure in part b. above consiists of basic 
Certified Mail transactions only. If you do not confirm, please explain. 

d. Please reconcile the figure in part b. above with the total number of basic 
Certified Mail transactions of 269,730,120 in cell “040.” Please show all 
calculations and provide citations to all figures used. 

RESPONSE: 

a. 

b. 

Confirmed, 

C. 

This figure was changed to 269,730, which matches cell 040, in the errata filed 

on August 22, 1997. 

Confirmed. 

d. See the response to part b. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-15. Please refer to the Lotus l-2-3 spreadsheet file, “Certify.wk3.” 

a. 

b. 

C. 

d. 

e. 

f. 

Please confirm that the TYBR volume is 304,153,OOO. If you do not confirm, 
please explain. 

Please confirm that the TYBR figure in part a. above consists of basic Certified 
Mail transactions only. If you do not confirm, please explain. 

Please confirm that the TYAR volume is 293,118,OOO (see USPS-T-6 at page 
190). If you do not confirm, please explain. 

Please confirm that the TYAR figure in part c. above consists of basic Certified 
Mail transactions only. If you do not confirm, please explain. 

Please refer to cell “W21,” which shows the figure, 286578, and contains the 
following formula: =293.118-+3.071-3.469069. Please provide sources for, or 
the derivation of, the figures 3.071 and 3.469069. Please show all calculations 
and provide citations to all figures used. 

Please refer to cell “W21,” which shows the figure, 286.578, and contains the 
following formula: =293.118-+3.071-3.469069. Please explain the reason for 
the “-+” in the formula. 

RESPONSE: 

a. 

b. 

C. 

d. 

Confirmed. 

Confirmed. 

Not confirmed. Please see my revised workpaper 4 tiled on August 22,1997, 

which shows the TYAR volume of 289,653,OOO. This figures adjusts the volume 

from USPS-T-6 to reflect the impact of the proposed delivery confirmation and 

packaging services. 

Confirmed (for the volumes of 293,118,000, and 289,653,OOO). 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTEROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-15 
Page 2 of 2 

e. Cell W21 has been revised to 289.853, which contains the formula 293.118 - 

3.469069 +0.004, as shown in the revised workpapers (and LR-H-206) tiled on 

8/22/97. The “3.469069” is the delivery confirmation diversion, from Exhibit 

USPS-33R, page 2. The “0.004” reflects the impact of the propclsed packaging 

service. based on Docket No. MC97-5, Exhibit USPS-3D, page ‘I. 

f. The “-+” was an error that has been corrected in the revised workpaper 4 tiled on 

8122197. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORtES OF THE OFFICE OF- THE CONSUMER ADVOCATE 

OCAAJSPS-T39-16. Please refer to the Lotus l-2-3 spreadsheet tile, “Certify.wk3.” 

a. Please refer to cell “BF23,” which shows the figure. 283,148, and contains the 
formula: =(((BB23/BB31))‘BF31)-3430.362. Please provide a source for, or the 
derivation of, the figure 3430.362. Please show all calculations and provide 
citations to all figures used. 

b. Please confirm that the figure 283,148, shown in cell BF23. consists of basic 
Certified Mail transactions only. If you do not confirm, please explain. 

C. Please explain the relationship between the figure 283,148, shown in cell BF23, 
and the figure 286,578, shown in cell BF31. 

RESPONSE: 

a. The revised workpaper 4 tiled on 8/22/97 does not include the figure 3430.362 

b. 

C. 

in the formula for cell BF23. 

Confirmed for the revised figure in cell BF23 (289,653). 

In the revised workpaper 4, Cells BF23 and BF31 contain the same number 

(289,653). 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T39-17. Please refer to the Lotus l-2-3 spreadsheet file, “Certify.wk3.” 

a. Please refer to cell “BP33,” which shows the figure, 1.334002237, and contains 
the formula: =BP31/328994. Please provide a source for, or tie derivation of, 
the figure 328994. Please show all calculations and provide citations to all 
figures used. 

b. Please explain the significance of the figure. 1.334002237, shown in cell “BP33.” 

RESPONSE: 

a. 

b. 

The figure “328994” is not relevant to the workpaper proper, and is an interim 

cost figure used in an interim cost coverage calculation 

The figure “1.334002237” is the result of an interim cost coverage calculation, 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-18. Please refer to the Lotus l-2-3 spreadsheet file, “Certify.wk3.” 
Please explain the significance of the figure, 109,885, shown in cell “BP35.” 

RESPONSE: 

This figure was the result of an interim contribution calculation. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-19. Please refer to Docket No. MC96-3. rebuttal testimony of 
witness Taufique (USPS-RT-2) at page 14. 

a. Wetness Taufique states, 7he Postal Service acknowledges that a ‘one price 
fits all’ approach may not be the most efficient method of pricing post office 
boxes,” Please confirm that this statement continues to reflect the views of 
the Postal Service. If you do not confirm, please explain. 

b. In Docket No. R97-1, please explain how the Postal Service has reduced its 
reliance on a “one price fits all” approach in developing fees for post office 
boxes. 

c. In Docket No. R97-1, please explain how the post office box fee proposal has 
taken differences in costs and demand into account. 

RESPONSE: 

a. Confirmed 

b. & c. Docket No. R97-1 was filed too soon after Docket No. MC953 for the 

Postal Service to redesign the post office box fee structure. The Postal Service 

has proposed fees set at more equal intervals between fee groups A to D, which 

will set the stage for better reflecting varying levels of costs and demand in 

different post oftices. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T24-20. Please refer to Docket No. MC963, rebuttal testimony of 
witness Taufique (USPS-RT-2), at page 14. Witness Tauftque states, 

A comprehensive consideration of the demand, supply, and cost 
difference of post ofice boxes could evolve into local adjustments to 
prices at each facility depending upon market factors. 

a. If “local adjustments to prices at each facility” would present administrative 
burdens to the Postal Service, what options short of local adjustments would 
reduce Postal Service reliance on a “one price tits all” approach to pricing 
post office boxes. 

b. For any options identified in response to part a. above, please explain 
whether and how those options were addressed in the Postal Service’s post 
office box fee proposal in Docket No. R97-1. 

RESPONSE: 

a. Please see Docket No. MC963. USPS-RT-2, at 14, lines 16-19. 

b. Please see my response to OCAIUSPS-T39-19(b&c) above. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

(REDIRECTED FROM WITNESS LION) 

OCAAJSPS-T24-40. Please refer to your testimony at page 15, Table 70, and 
the table below. 

DelivervlFee Grout Pre 98-3 Fees Post 98-3 Fees 
WI PI tc1 

IA/A $500 $500 
IBlB $480 $480 
IClC $450 $450 
II/D $134 $450 

a. Please confirm that the annual fees for caller service prior to PRC Op. MC86 
3, are those shown in column (61. If you do not confirm, please explain. 

b. Please confirm that the annual fees for caller service recommended by the 
Commission in PRC Op. MC98-3, are those shown in column [Cl. If you do 
not confirm, please explain. 

c. Please confirm that caller service customers in Delivery/Fee Group II/D 
experienced a fee increase of 238 percent. If you do not confirm, please 
explain. 

RESPONSE: 

a) Not confirmed for the $134 fee for Pre 86-3 Group II. The annual Pre 96-3 

fees for Group II caller service were either $55 or $450, depending on the 

circumstances. An estimated 80 percent of the caller service customers in 

Group II paid the fee of $55 (the former fee for a size 5 box) and an 

estimated 20 percent of the caller service customers paid the Group IC caller 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM TO 
INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

(REDIRECTED FROM WITNESS LION) 

a) Continued 

service fee of $450. See Docket No. MC96-3, USPS-T-7, p. 4. The $134 fee 

represents a weighted average of the two fees. 

b) Confirmed 

c) Not confirmed, since no customer faces a proposed 236 percent increase. 

Please see my response to OCA/USPS-T2440(a). However, using the $134 

average, the $450 fee represents a 236 percent increase. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

REDIRECTED FROM WITNESS LION 

OCAILJSPS-T24-75. Please refer to your testimony at page 16, Table 8 

a. Please confirm that, to the extent that post offices vary from year to year in 
the type of carrier service provided, the number of post office boxes in each 
fee group would change. If you do not confirm, please explain. 

b. Please confirm that where post offices vary from year to year in the type of 
carrier service provided, and the number of post office boxes in each fee 
group change as a result, the Postal Service changes the post office box 
fees. If you do not confirm, please explain. 

t. Please explain how and when the Postal Service changes post office box 
fees for boxes that are placed in a new fee group where such boxes are 
located in post offices that vary from year to year in the type of carrier service 
provided. 

RESPONSE: 

a. Not confirmed. Groups A, B, and E are not defined by the types of carrier 

service provided. 

b. The Postal Service generally changes post office box fees only pursuant to a 

Governors’ Decision following a Recommended Decision by the Postal Rate 

Commission. Changes in the application of post office box fees for a 

particular post office can occur as a result of changes in the type of carrier 

delivery at the post office, but such changes are not at all common. 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORY OF THE OFFICE OF THE CONSUMER ADVOCATE 

REDIRECTED FROM WITNESS LION 

OCAIUSPS-T24-75 Continued. 

c. See DMM 5 D910.4.4. The new fee group would affect a particular customer 

only when the customer renews a box, or commences new box service. It 

would be very rare for the type of carrier service to change more than once 

over a period of several years. 
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CHAIRMAN GLEIMAN: Does any participant have 

additional cross-examination for the witness? 

MS. DREIFUSS: Mr. Chairman, OCA does have two 

interrogatories. Witness Needham filed her answers to OCA 

interrogatories 21 and 22 on October 1. 

May I approach the witness and show her these 

answers? 

CHAIRMAN GLEIMAN: Certainly. 

MS. DREIFUSS: Ms. Needham, were these answers 

prepared by you or under your supervision? 

THE WITNESS: Yes, they were. 

MS. DREIFUSS: Do you adopt them as your testimony 

today? 

THE WITNESS: Yes, I do. 

MS. DREIFUSS: I move that they be included in 

today's transcript and included in the record. 

CHAIRMAN GLEIMAN: Provide two ~copies to the 

reporter, please, and I will direct that the additional 

designated written cross-examination of Witness Needham be 

accepted into evidence and transcribed into the record at 

this point. 

[Additional Designation of Written 

Cross-Examination of Susan W. 

Needham was received into evidence 

and transcribed into the record.] 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T39-21, Please refer to the Commission’s recommended opinion and 
decision in Docket No. MC96-3, where it states 

The Commission endorses the Postal Service’s stated goal of offering 
one free method of delivery to all customers. 

PRC Op. MC96-3, at 63. 

a. Please confirm that the Commission’s statement quoted above accurately reflects 
the Postal Service’s position in Docket No. MC96-3. If you do not confirm, please 
explain. 

b. Please confirm that post office boxholders ineligible for carrier delivery service also 
have the option of general delivery as an alternative form of free delivery. If you do 
not confirm, please explain. 

RESPONSE: 

a) Confirmed that the Postal Service has long held the goal of offering one free 

method of delivery to customers, and that it continues to do so today. While this is 

a goal, it is not a service commitment. 

b) Not confirmed. The availability of general delivery is limited. See DMM 0930.1 .I. 

The primary group of customers who are both ineligible for carrier delivery and 

eligible for permanent general delivery service are those subject to the quarter-mile 

rule. Customers of city delivery offices, regardless of their eligibility for carrier 
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RESPONSE OF POSTAL SERVICE WITNESS NEEDHAM 
TO tNTERROGATORlES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAfUSPS-T39-21(b) Continued 

delivery service, lost any entitlement to permanent general delivery service many 

years ago. At non-city delivery offices, but outside the quarter-mite area, one 

change effected in implementing Docket No. MC96-3 was to replace customer 

etlglbltlty for permanent general delivery service with etlglbitity for Group E box 

service. 
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RESPONSE OF POSTAL SERVlCE WlTNESS NEEDHAM 
TO INTERROGATORlES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCA/USPS-T39-22. Please refer to your response to OCAIUSPS-T39-2. wherein you 
declined to confirm that the Postal Service agrees with the Commission’s statement 
that 

The Commission believes it is equitable to offer one post office box at no charge 
to any customer ineligible for carrier delivery. 

Since you do not agree with the Commission’s statement, please state and explain the , 
Postal Service’s affirmative reasons as to why it is offering another type of free delivery 
in the form of free post office box service to customers ineligible for carrier delivery. 

RESPONSE: 

The Postal Service has a goal of offering one free method of delivery to customers, and 

has recently begun offering free box service as one means to attain that goal. To 

agree fully with the Commission’s statement, however, would imply that the Postal 

Service has decided that offering one post office box at no charge to any customer 

ineligible for carrier delivery is appropriate in all circumstances. Other options are 

available. For example, the Postal Service makes available free general delivery, but 

not free box service, for customers who are not eligible for carrier delivery because of 

the quarter-mile rule. The Postal Service is not satisfied that this is necessarily 

optimal, which is why, as stated in my response to O&I/USPS-T39-2, the Postal 

Service is studying the circumstances involving quarter-mile customers. 
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CHAIRMAN GLEIMAN: Anyone else? 

[No response. 1 

CHAIRMAN GLEIMAN: Let me say at this point that 

we have a pretty long list of witnesses today and while it 

doesn't appear that there are a large number of parties that 

want to cross-examine any one witness, I would request in 

the interest of moving things along that cross-examiners 

keep their questions crisp and nonrepetitive. 

Three participants have requested oral 

cross-examination of Witness Needham, Douglas S. Carlson, 

the Office of the Consumer Advocate and David B. Popkin. 

Does anyone else wish to have oral 

cross-examination of this witness? 

[No response.] 

CHAIRMAN GLEIMAN: There doesn't appear to be 

anyone else. 

Mr. Carlson, would you care to begin? 

MR. CARLSON: Thank you. 

CROSS EXAMINATION 

BY MR. CARLSON: 

Q Good morning. 

A Good morning. 

Q I have a hypothetical question. Suppose a study 

determines that some consumers would pay $2 for one apple. 

Suppose further that this study reveals that some consumers 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 
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would pay $1 for an orange. From this information, can we 

conclude that consumers would pay $2 for an orange? 

A You said $2 for an apple and $1 for an orange and 

you're asking if we can conclude that consumers would pay $2 

for an orange? 

Q That's the question. 

A I really don't know enough about -- about this. 

Q Just based on the information given, can we make 

this conclusion? 

A I don't -- I don't think so, no. 

Q Okay, thank you. 

Suppose the Post Office at which customer A has a 

box distributes mail to the boxes by 8:30 a.m. Suppose the 

Post Office at which customer B has a box distributes mail 

to the boxes by 11:OO o'clock a.m. If customers A and B are 

businesses and if all else is equal, would you expect that 

customer A might receive a higher value from his box than 

customer I3 because customer A receives his maj~l earlier in 

the day than customer B? 

A NO. 

Q Why not? 

A Well, it depends on what the desires are of 

customer A and B. What if customer A didn't get to the Post 

Office before 11 o'clock? There wouldn't be any -- any 

added value there to customer A than there would be to 

ANN RILEY & ASSOCIATES, LTD. 
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customer B. Customer B may get there before icustomer A. 

Q On your testimony at page 61, line 13, you noted 

that ~~ 

A I’m sorry, excuse me? Page 61? 

Q Line 13. 

A Line 13. Okay. 

Q You stated that businesses may opt ,Eor box service 

to receive their mail early in the day. For instance, this 

early delivery may permit banking transactions to be 

completed before the close of the banking day, thereby 

maximizing flow. Post Office box service also helps 

businesses respond to mail that same business day, such as 

answering -- answering correspondence or filling orders. 

Do you believe that a business might want to 

receive its mail at 8:30 a.m. if it were available? 

A Yes 

Q And if that business wanted to receive its mail at 

8:30 a.m. but that mail were not available until 11:OO 

o'clock a.m., that business would value receiving the mail 

at 8:30 higher than receiving it at 11 o'clock? 

A Probably. 

Q Continuing with this example, suppose that 

customer A's mail sometimes is in the box by i3:30 a.m. but 

other times it is not in the box until 11:OO o'clock a.m. 

Customer A has discovered this phenomenon by (checking his 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

1202) 842-0034 



1 

2 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

656 

mail at 8:30 a.m. and at 11:OO o'clock a.m. and has found 

mail in the box at 11 o'cloclc that was not in the box at 

8:30. Under which situation would customer A likely derive 

a higher value for his box: One, the mail is in the box 

every day by 8:30 a.m. so customer A needs to make only one 

trip to the Post Office or, two, the mail sometimes is in 

the box by 8:30 a.m. but sometimes it is not delivered until 

11:OO o'clock a.m. so customer A who needs his mail early in 

the day must make two trips to the Post Office every day to 

ensure that he has picked up all of that day':; mail? 

A Well, if customer A is only planning to make one 

trip to the Post Office and it is more convenient to do it 

earlier, I am sure that customer A would probably value it 

being in earlier. But I also would presume that customer A 

would value having whatever mail was in there when he or she 

went to pick it up as being valuable. 

Q So if he had a choice in going to the post office 

once at 8:30 or going twice, once at 8:30 and once at 11 

o'clock, would he value the situation where he could make 

one trip at 8:30 higher than the situation where he has to 

make two trips? 

A It depends on Customer A. I really couldn't 

answer. 

Q Suppose Customer A is a business that needs to get 

started processing its mail as early as possible in the day? 

ANN RILEY & ASSOCIATES, LTD. 
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A Well, suppose Customer A also needs to go back to 

the post office to conduct business. 

Q Can you answer the question with just my facts, 

which is Customer A wants to make one trip to the post 

office and needs his mail as early as possible. 

A Oh, well, if that is the case, then -- I didn't 

hear before that it was just one trip, but if that is the 

case then -- and if Customer A wants the mail as early as 

possible, then I’m sure that Customer A would prefer having 

it all in the box by 8:30 or whatever the time was you had 

specified. 

Q Are you aware that many post offices: post a sign 

in the lobby indicating the cutoff time by which mail or 

sometimes just First Class mail will be delivered -- 

distributed to the post office boxes? 

A I am aware of some, but I don't if that is the 

case for all post offices. 

Q Do you have any studies or other information 

indicative of the average cutoff time that is posted in box 

lobbies nationwide? 

A I don't personally, no. 

Q Does the Postal Service? 

A I am not sure. I ~- I could check tlut I don't 

know myself but I could check. That sounds mclre like an 

operational type question. 
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Q Is that a question that we could ge': an answer to 

from the Postal Service? 

A Well, we have an Operations witness coming later 

on in the proceeding 

I don't know if that would be the person to best 

address it or not, but we do have an Operations Department 

that could probably provide an answer. 

MR. CARLSON: Would the Postal Service stipulate 

to allowing me to file an institutional interrogatory in 

writing requesting this information? 

CHAIRMAN GLEIMAN: Mr. Rubin, would you have a 

problem with that? 

MR. RUBIN: No, I think we, yes, we can accept -- 

CHAIRMAN GLEIMAN: Would the post office have a 

problem with that? 

MR. RUBIN: No, I think -- I mean if it is under 

Rule 2-E, it might be the kind of question that would fit as 

information available only from the Postal Service, so we 

could take that. 

CHAIRMAN GLEIMAN: Mr. Carlson, satisfied? 

MR. CARLSON: Yes. Thank you. 

CHAIRMAN GLEIMAN: Good. 

BY MR. CARLSON: 

Q Would this information possibly be relevant to 

determining the value of service the post off:ice boxes 
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Suppose that the evidence showed that 80 percent 

of post offices provided the mail by 8:30 a.m. or suppose 

that the information showed that 80 percent provided the 

mail by 11~:30 a.m. 

Would you be able to argue that there is a higher 

value for post office box service if the evidence showed 

that it were 8:30 a.m. versus 11:30 a.m.? 

A I think it really depends on the customer and the 

needs of the customer. I know that post office box service 

does provide a very high value of service to the customers. 

There is also caller service, which ~~ you were 

speaking to businesses, and I am kind of confused that you 

didn't mention caller service, because, well, unless it is a 

small business a lot of businesses do take advantage of 

caller service. 

Q So if I understand what you are saying, we should 

qualify your testimony and say as one of the examples of the 

high, extremely high, value of post office box services is 

that businesses may opt for box service to receive their 

mail early in the day, but only depending on the operations 

of that business? 

A More specifically, my testimony -- are you 

referring to -- 

Q Page 61, line 13. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

660 

A Okay. Could you repeat the questions, please? 

Q Certainly. Since you are unwilling to state that 

an earlier cutoff time for delivery of post office box mail 

would increase the value of service, then would it be fair 

to say that your testimony should be modified so that the 

line that says "Businesses may opt for box service to 

receive their mail early in the day" should in fact say 

"Businesses may opt for box service to receive their mail 

early in the day, but only if the nature of their business 

requires them to receive the mail early or otherwise makes 

early receipt of the mail valuable." 

A No. No, I don't think it should be modified. 

Q Then why aren't you willing to say it would be 

more valuable if P.O. box mail were generally in the boxes 

by 8:30 a.m. versus 11:30 a.m.? 

A I am just saying I think it depends on the 

customer but I did agree already that if somebody wanted to 

make only one trip, early in the day, it would probably be 

of more value to them to have all the mail there. 

Q How about if it were 8:30 versus 3 p.m.? Is 8:30 

a.m. any more valuable than 3 p.m. in general nationwide 

over the scope of the average customer? 

A Well, I guess it depends on the business at that 

time of operation if we are discussing businesses here and 

this business is using box service as opposed to caller 
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service. 

I mean it would depend on different things. 

I would need to know a little bit more. 

Q so, suppose the bank closes at three o'clock and 

the box mail is going to be in the box by three o'clock. 

Would that make box service just as valuable Tao a business 

than if the mail were in the box by 8:30? 

A Well, it -- if the -- it depends on if what they 

needed to get out of the box needed to be deposited in the 

bank that day. 

Q so, how early mail is delivered to a box is not a 

particularly important criterion in the value of service. 

A Well, I think box mail is put up fairly early 

throughout. 

Q NO, the question is, is the time that the box mail 

is put up a criterion in determining the value of box 

service? 

A This is -- it's all a factor in the value of 

service, yes. 

Q And so, then, three o'clock versus eight -- three 

p.m. versus 8:30 a.m. -- no difference? 

A Well, show me -- show me a post office that puts 

up box mail -- the first mail at three p.m. in the afternoon 

and -- and then we'll discuss it. 

Q How about two p.m.? I could point out some rural 
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locations that I visited in Montana last weeks Suppose they 

exist. Two p.m. versus 8:30. 

A Well, do you have ~- do you have evidence of that? 

I -- I'd :like to see it. 

Q Suppose it's true. 

A Well, if -- if I supposed it were true -~ I mean I 

-- you know, it depends on -- again, it depends on the 

business. If the bank closes at three and they can pick up 

their box mail at two, I don't see why they can't get to the 

bank. 

Q And answer all the customer correspondence that 

you were referring to in your testimony that same day? 

A Well, perhaps they could. Why not? That has 

nothing to do with going to the bank, does it? 

Q Okay. 

so, I'm still -- still not clear whether the time 

at which mail is put into the boxes has any bearing on the 

value of box service. 

A It does to customers, but it's my understanding 

that box mail is put up pretty early in the day, and this is 

why businesses and some individuals choose to get box 

service, to get the mail before carrier delivery. 

Q Is earlier better than later? 

A For customers that ~- to which it's a concern, 

having it early in the day? It would be better for them to 
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have it earlier in the day. 

Q And therefore it would be more valuable. 

A Presumably so, yes. 

Q Okay. Thank you. 

Which steps has the Postal Service taken to ensure 

that postmaster post a true, accurate cut-off time? 

A I have no idea. That's -- that's beyond the scope 

of my testimony. 

Q By which time do you -- do you believe should mail 

be delivered to post office boxes that are located in an 

urban area? 

A It depends on the facility. As soon as possible. 

1'm not sure it ~- what time, you know, that early, you 

know, staff gets there, clerks, mail handlers. 

Q Is -- is 11:30 a.m. good enough? 

A Well, I'm -- I don't use a post office box, so for 

-- for me personally, 11:30 would be fine, because if I did, 

I'd -- I'd go -- go at lunch time, probably, to pick up box 

mail. 

Q How about for all these people who derive an 

extremely high value servic,e from -- from box service who 

want their mail early in the day? Do you think 11:30 a.m. 

is good enough? 

A It depends on the individuals themselves. You'd 

have to ask them if it's good enough. 
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Q Has the Postal Service asked them? 

A To my -- to my knowledge, no. I imagine, if ~~ if 

there were complaints -- there -- there are consumer cards 

at ~~ at postal facilities that you can fill out if -- if 

there's a complaint about service or -- or a compliment or a 

comment, whatever. 

Q If I wrote a card saying that I thought 11 o'clock 

a.m. was not early enough for my box mail, do you think the 

postmaster would actually change it and get the mail up 

earlier? 

A Well, it's -- it's -- It's a -~ it':; a 

possibility. I -- I -- I don't know which postmaster you're 

speaking of specifically, but you could always ask that 

particular postmaster. 

Q IS the Postal Service committed to providing 

high-quality box service? 

A Yes. 

Q Do you think it would be useful for the Postal 

Service's mission to provide high-quality box service to ask 

customers by what time they need their mail? 

A Well, I -- I believe that the Postal Service 

provides high-quality service in all areas. That's -- 

that's me personally speaking. 

I -- I feel that if there's a -- that customers 

have a problem with, you know, a delivery time to a box, for 
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example, that that's something they can bring up. A lot of 

times you're providing good service, and unless you hear 

otherwise, it's -- it's good service. 

Q Do you think the Postal Service could demonstrate 

its commitment to providing high-quality box service if it 

asked customers when -- by what time they need box mail to 

be distributed to the boxes? 

A I don't know if that's really necessary, unless 

there were problems with -- with some customers saying that 

their mail didn't -- wasn't getting in the box as early as 

possible. 

Q Would it demonstrate commitment if they asked that 

question of customers? 

A I don't think it's necessary to ask that question. 

I think the commitment of providing good~box service is 

already there. 

Q I didn't ask if it was necessary. Would it 

demonstrate commitment if they asked that question? 

A Commitment is already demonstrated in terms of 

good box service, unless -- unless somebody brings -- brings 

up, you know, an issue that it's -- it's -- the -- the mail 

isn't in the box early enough. 

Q Would it demonstrate additional commitment? 

A I -- I suppose it could. 

Q And has the Postal Service asked -- I'm sorry. 
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1 I've asked that question and it's been answered. 

2 Do CMRAs often use caller service or a firm 

3 hold-out? 

4 A :It -- it depends on the CMRA. I -- I have not 

5 seen studies of whether or not -- of how many of them do use 

6 caller service or firm hold-out. 

7 Q Do you know if any do? 

8 A I personally, offhand, do not, but I wouldn't be 

9 surprised if they did. 

10 Q How about special arrangements to deliver mail to 

11 a CMRA at the beginning of a carrier's route? 

12 A I don't know about that. 

13 Q How about to pick up mail directly from a 

14 processing and distribution center? 

15 A I don't -- that's beyond the scope of my 

16 testimony. I don't know. 

17 Q To the extent that customers do not receive their 

18 post office box mail until after 11 o'clock a.m., is it 

19 possible that some of them could receive their mail earlier 

20 if they had carrier delivery? 

21 A I assume anything's possible; yes. 

22 Q Is it possible that to the extent that customers 

23 do not receive their p.o. box mail until after 11 o'clock 

24 a.m. that they could receive their mail earlier if they had 

25 a CMRA box? 
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1 A I suppose that's possible too; yes. 

2 Q ,Are you aware that some postal facilities are 

3 staffed on Saturdays in such a way that the window clerks 

4 are also responsible for distributing the mail to the boxes? 

5 A Yes. 

6 Q Could that arrangement cause problem:; if the 

7 window clerks have to split their time or allocate their 

8 time between window service and sorting mail to the box 

9 section? 

10 A Could you define problems? 

11 Q In other words, either they're faced with a choice 

12 between longer window lines or delaying mail to the box 

13 customers. 

14 A Yes, that could possibly happen; sure. 

15 Q Does the Postal Service conduct any :sort of 

16 analysis or study to determine whether 'this arrangement 

17 causes serious problems that might diminish the value of 

18 service that box service provides? 

19 A I personally am not aware of that. I think that 

20 would be -- that would vary by individual office. 

21 Q If I told you that I had a post office box in 

22 Berkeley several years ago where sometimes the mail was 

23 never put in the boxes because the clerks were busy with the 

24 window service, would you consider that to be pan example of 

25 something that diminished the value of service that I 
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1 received at my post office box? 

2 A Is this on Saturdays you're talking about? 

3 Q Yes, on a Saturday. 

4 A Did you bring this up with the postmaster? 

5 Q Yes. 

6 A Yes. And you were told what, that the window 

7 clerks were the only ones that could put up box mail on 

8 Saturday? 

9 Q That part was evident. I don't remember exactly 

10 what was told to me, but the problem never was corrected. 

11 Would that be an example of something that would diminish 

12 the value of service that I would receive at my post office 

13 box? 

14 A Well, I'm sure it would have to you, yes, to not 

15 receive box mail on Saturday if you went in to get it. 

16 Q (i And the Postal Service has undertaken no 

17 initiatives from headquarters or any other level that you 

18 know of to investigate the scope of this problem that I'm 

19 referring to and possibly try to correct it if it is indeed 

20 determined to be a problem? 

21 A With respect to the Berkeley post office? 

22 Q With respect to offices at which the window clerks 

23 are responsible also for distributing box mail. 

24 A And what are the other offices? 

25 Q I don't know. But you acknowledge that some 
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exist, so I assume that some do more than just the one I 

mention. 

A I don't think I acknowledged that some exist. I 

think I acknowledged that I knew of postal facilities where 

window clerks did also put up box mail. 

Q Okay. That's what I meant. Has the Postal 

Service done any sort of study to determine whether that 

situation can cause delivery problems such as the one that I 

referred to? 

A Not to my knowledge, but again, the situations I'm 
J-u 

aware of I think I should state that what I'm aware of&here 

window clerks have extra time and it's not taking away from 

waiting on people at the window. 

Q So for all we know, the circumstance that I 

described could be -- I'll clarify the question. The 

situation that I experienced in Berkeley where the window 

clerks were not able to deliver my mail in a timely manner 

could be widespread. We just don't know. Is that true? 

A I suppose anything's true. I doubt -- I 

personally doubt it myself, but it could be true. 

Q On what basis do you doubt it? 

A Well, I just feel that if that was a widespread 

problem, that I would have actually have heard about it, 

because a lot of times I will see letters from post office 

box customers with various, you know, different issues that 
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they bring up. They might not all be complaints or 

whatever, but I've never really seen anybody write in about 

that issue before. 

Q Do they -- 

A It could be widespread, but I would doubt it 

myself. 

Q How many of those letters do you receive per 

month? 

A Well, it just depends. 

Q Average month or average year, how many letters 

about box service do you receive? 

A Well, like I said, it depends. There was -- last 

year we received probably, oh, I don't know, in my office 

maybe several hundred a month. 

Q Are these -- 

A On average I would say probably 25 a month. 

Q Does the Postal Service have some sort of policy 

where all the compliment letters that demonstrate high value 

of box service are routed to your office? 

A No. No. Those normally would go to consumer -- 

the Consumer Advocate's office. But if there are issues 

dealing with fees or they're unsure whether to direct it, a 

lot of times it will come to our office first. 

Q Does the Postal Service have standards to ensure 

the timeliness and consistency of distribution of mail to 
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post office boxes? 

A I'm not sure of that. I think that's better posed 

to an operations person. 

Q So you have no information about the mechanisms 

that are in place to ensure that the standards, if any, are 

followed? 

A I don't. 

Q And you didn't think that information would be 

relevant to testimony about the extremely high value that 

box service provides? 

A It provides extremely high value of service, as 

you and I both know, but I don't -- I think that conditions 

vary throughout the United States, and there may be -- there 

may be a set of national-type regulations, but, you know, 

within that there's some room where individual offices may 

provide even better than what's required. But again that 

would be an operational issue. 

Q So you know that the Postal Service provides 

extremely high value of box service and you don't need to 

know this information to -- 

A No. 

Q Okay. What is the overall percentage increase in 

rates and fees in Docket R97-1, if you know that offhand? 

A Actually I don't. 

Q Must a recipient sign for certified mail before 
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possession of the certified mail is transferred from the 

Postal Service to the recipient? 

A I’m sorry, you're speaking a little bit fast. 

Could you slow down? I didn't quite get it. 

Q Must a recipient sign for certified mail before 

possession of the certified mail is transferred from the 

Postal Service to the recipient? 

A Is that specifically in an interrogatory response 

or my testimony? 

Q I have submitted no interrogatories on this issue, 

and I'm not sure if anyone else has. 

A Must a recipient sign for certified mail before it 

is handed over? 

Q Before possession of the certified mail is 

transferred from the Postal Service to the recipient. 

A And by recipient, what exactly do you mean? 

Q The addressee or the addressee's agent. 

A Urn-hum. Is this -- is this when mail is being 

delivered say to a mail room? 

Q I'm asking a general question. Does it matter? 

A Well, yes, it does, actually, because in some 

instances the addressee's agent will -- will sign for it. 

If -- if you -- if it -- if we can -- if we -- if -- if I 

can state that this is the addressee's agent that signs for 

it, the -- the -- the practice is to have the person sign 
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for it and then the -- the piece of certified mail is handed 

over 

Q Whether it is the addressee or the addressee 

agent. 

A Or the addressee's agent, correct. 

Q Okay. 

Does this requirement comprise part of the value 

of certified mail service? 

A It wasn't one of my considerations of certified 

mail value of service, but -- 

Q So, you don't think the fact that the recipient 

can't take possession of the mail until he signed for it 

adds anything to the value of certified mail. 

A It's more the signature than taking possession of 

it that -- that provides the value. It's the value inherent 

in certified mail and also signing for 'it that's -- that's 

-- that's of -- that's of a high value to the sender of 

certified mail. 

Q HOW about if the addressee could sign for the 

certified mail with a date that were three days later than 

he actually received it? Would it -- would that be 

something that would diminish the value of certified mail? 

A Probably not to the addressee, if there were a 

specific reason why he or she was signing it later. 

Q Who purchases certified mail, the sender or the 
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addressee? 

A The sender. 

Q To the sender, would there be a diminished value 

in certified mail service if the recipient could take 

possession of the certified mail and then sign for it as if 

he received it three days later than he actually did? 

A I think it depends on the -- the sender. I don't 

always think that the date of delivery is actually the most 

important part of the certified but the fact that it is 

certified is -- is probably more important and that it was 

delivered -- 

Q so, if -- 

A -- is -- is more important. 

Q so. if I were a landlord sending you as my tenant 

an eviction notice and I wanted to prove that you received 

it on October 7 and if you could, instead, have it on 

October 7 but have the record show that you received it on 

November 7, you don't think the value of service to me would 

be diminished at all? 

A I don't think that that -- that would -- that 

would happen, actually. I don't see how the postal employee 

delivering the certified mail piece would -- would allow for 

the -- the date to be altered. 

Q Suppose it did happen. Would that lower the value 

of service in my hypothetical? 
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A Hypothetically, it probably would in that -- in 

that situation, yes. 

Q Please refer to your response to DFC USPS 

T-39-14(c). 

If any confusion exists immediately after 

implementation of the two-tier fee structure for stamped 

envelopes, will it likely -- will it likely subside as 

consumers become more familiar with the two-tier fee 

structure? 

Again, assuming there were any confusion, would it 

subside as consumers become more familiar -- 

A Right. If I assumed that -- that there is 

confusion -- and I don't think there will be -- if I assume 

that, it would probably be very short-lived. 

Q Okay. 

Please refer to your response DFC USPS T-39-14(e). 

A Okay. 

Q Since there would be no confusion, would the 

benefits of the two-tier fee structure offset the confusion, 

given that the confusion would have a value of zero? 

A I’m sorry. Could you -- could you repeat that, 

please? 

Q Since there would be no confusion, would the 

benefits of the two-tier fee structure offset the confusion, 

given that the confusion would have a value of zero? 
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A Well, there's no confusion. So, I don't quite 

understand the question. 

Q so, it will have some benefits of a two-tier fee 

structure and those will offset something, say, confusion 

that has a value of zero. If -- if you can -- 

A I just -- I just -- it doesn't quite make sense to 

me. 

Q That's fine. 

Please refer to your response to DFC USPS T-39-19. 

A Okay. 

Q I was just a bit confused. Shouldn't those cost 

coverages be preceded by a one, as in 157 percent, 166 

percent? 

A No. Well, ideally, that would be nice, but no, 

they aren't. They're not covering their costs. 

Q Okay. 

A Okay? 

Q Okay. Thank you. 

Why not? Why -- why don't single-sale stamped 

envelopes cover their cost? 

A Well, as you can see, the before rates don't. 

After rates -- this is after -- this is using the same costs 

from the library reference and after the proposed fee 

revenue is in place. 

Totally, as a -- as a total package, stamped 
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envelopes cover their cost, but these are implicit cost 

coverages just for specific, you know, stamped envelopes. 

They do not cover their costs, implicitly. 

Q And is that -- is that partly because the window 

service element -- the cost of the window service for 

single-sale stamped envelopes -- is that what pushes up the 

implicit -- or pushes down the implicit cost coverage for 

single-sale stamped envelopes? 

A Well, these are just based on the costs. As far 

as the components in the costs, I'm -- I'm not -- I'm not 

sure. 

Q Why should a stamped card have a higher cost 

coverage than a stamped envelope? 

A Well, it does -- it does have a higher cost 

coverage. 

I think it's a little bit -- it's a little more 

difficult with stamped cards, because you're -- when you're 

considering a rounding constraint such as a penny, it's -- 

it's going to push it up, where with stamped envelopes, 

you've got a little bit more room to play with, and in 

considering a -- a fee for the stamped cards that covered 

the costs and made a contribution. 

The -- the smallest increase represents a high 

cost coverage. 

Q So, why couldn't you go higher or why don't you go 
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higher on the single-sale stamped envelopes or go lower on 

the stamped cards if you think that stamped cards should not 

have a higher cost coverage than stamped envelopes, or if 

you think that stamped cards should have a higher cost 

coverage than stamped envelopes, why? 

A Well, I think that since stamped envelopes cover 

their costs, the costs -- proposed cost coverage is 

appropriate. I also believe that the cost coverage is 

appropriate for stamped cards because it makes a 

contribution to costs, as does stamped envelope cost 

coverage does make a contribution above the cost of the 

envelopes. 

Q But single sale stamped envelopes don't cover 

their cost; isn't that correct? 

A Implicitly, that's correct. 

Q Is the Postal Service considering a different fee 

for people who buy 50 stamped cards at a time? 

A Currently, not now. I believe I answered that in 

an interrogatory response. Do you know exactly which one -- 

okay. 

No, not at -- not right now. 

Q It doesn't make sense to me why there should be 

apparently different fees for different quantities of 

stamped envelopes but not for stamped cards. 

A We need to get a fee first for stamped cards 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

679 

before we look further into a discounted fee for a higher 

number of -- 

Q Why? 

A Well, first we want to see if -- if we can get a 

fee for the service. They're not -- they are sold singly, 

you know, and then in sheets of 40. But I believe the most 

common is single sale stamped cards. 

Q In an ideal world, would stamped cards have a 

higher cost coverage than stamped envelopes or a lower cost 

coverage than stamped envelopes, or the same? 

A In an ideal world, I think they would have a 

higher cost coverage because with stamped cards, you also 

are providing the stationery. With stamped envelopes, you 

are providing the vehicle to move whatever is inside it but 

with stamped cards, you don't need anything else. Your 

correspondence is right there and currently, of course, we 

provide them at no cost for the card above the postage rate. 

Q Please refer to your response, DFC-USPS-T-39-20. 

A Okay. 

Q Given that the primary purpose of single stamped 

envelopes is "as a convenience for customers in a hurry to 

mail something while at the Post Office, for customers who 

do not want to affix stamps to envelopes and for customers 

who do not, for whatever reason, wish to purchase an 

envelope and a stamp separately," why does the Postal 
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1 Service offer hologram stamped envelopes? 

2 A There is more to that interrogatory response and I 

3 believe that answers it. It was filed yesterday. 

4 Q I am taking a look. Just a moment. The 

5 supplementary characteristic of a stamped envelope is not 

6 part of the primary purpose. 

7 A Do you have the rest of that interrogatory? 

8 Q I do but it didn't automatically answer my 

9 question. 

10 A Well, it is for individuals, both collectors and 

11 noncollectors alike, there may be a value of the particular 

12 stamp on the envelope or the fact that the po.stage is 

13 impressed. 

14 Q Right, so that may not be a primary purpose but it 

15 is an additional purpose of a stamped envelope? 

16 A Right. 

17 Q If the Postal Service began producing two types of 

18 stamped cards that had different manufacturing costs, would 

19 the Postal Service adjust the stamped card fee to take this 

20 fee differential into account? 

21 A I really don't know. It depends on how -- it 

22 depends on what the cost was. That would have to be 

23 reviewed. If it was something more expensive, such as a 

24 hologram, you know, then that would have to be looked at. 

25 Q Or cheaper? 

680 
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A Possibly. 

Q Do you believe that the Postal Service has any 

obligation to the public to attempt to reduce or minimize 

the manufacturing cost of stamped cards? 

A They are so low, no. I don't know how much lower 

you could get. 

Q From two cents to one cent? 

A You know, well, yes, it is proposed to be. But 

reducing the manufacturing cost any lower than what it is 

now, I am not sure if that's possible. But it's awfully 

darn low when you consider that if you went out to buy a 

card, you know, it would cost more than two cents. 

Q Suppose it were possible to produce a stamped card 

for half a cent? Would you think the Postal Service would 

have any obligation to the public to consider using 

manufacturing process that would lower the cost? 

A Perhaps, yes. 

Q Which role, if any, do the costs of producing 

various stamped card designs have in the decision whether to 

produce a particular stamped card? 

A I have no idea. 

Q What role should they have? What role should the 

cost of producing various stamped card designs have in the 

decision whether to produce a particular stamped card? 

~A I don't know. 
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Q You don't think it matters? 

A I am just not familiar with how that decision is 

made. I basically see what the costs are for what is 

manufactured with respect to both stamped envelopes and 

stamped cards and fee design is done from there. 

Q So you have no opinion as to whether the cost of 

producing a particular design should have a role in the 

decision whether to produce a card in that particular 

design? 

A Well, it isn't my decision to make but I am sure 

that is considered when they are designed. 

Q Suppose it weren't considered, should it be? 

MR. RUBIN: Objection. This is getting into an 

area that the Postal Service has filed a written objection 

on in terms of the design considerations with respect to 

stamped cards. And I think that the witness has stated the 

extent of her knowledge in this area and -- 

MR. CARLSON: I am asking a question completely 

different from the one in the written interrogatory. I am 

asking should the cost of producing a particular design be a 

consideration for the Postal Service when it decides whether 

in fact to produce that particular design. 

MR. RUBIN: And I think that's an area is beyond 

the witness's, the scope of the witness's -- 

CHAIRMAN GLEIMAN: Why don't we let the witness 
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see if she can provide an answer. 

WITNESS: I believe I already answered that, Mr. 

Carlson. 

I said I believe that it is taken into 

considera,tion when -- 

BY MR. CARLSON: 

Q My question is not whether it is but should it be. 

Suppose it is not. Should it be? 

A Suppose it's not, should it be? I would assume 

so. Yes. 

Q Do you believe it should be taken into account? 

A Oh, sure. 

Q Okay. Does the Postal Service have any plans to 

resume production of single colored stamp cards? 

MR. RUBIN: Objection. This is in the area of the 

written question and it's an area that is beyond the scope 

of the witness's testimony. 

CHAIRMAN GLEIMAN: Sustained. 

MR. CARLSON: Sustained as to being beyond the 

scope or sustained because it is in the written objection? 

CHAIRMAN GLEIMAN: Beyond the scope of her 

testimony. 

BY MR. CARLSON: 

Q Please refer to your response to DFC/USPS 

T39-9(a). 
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A Okay. 

Q Does the fact that some customers filed lawsuits 

against the Postal Service for loss or damage to uninsured, 

nonregistered First Class mail, Priority Mail, and Parcel 

Post suggest that those customers expect compensation for 

their lost or damaged uninsured mail? 

A As I stated in the interrogatory, I would say 

presumably yes. 

Q Please refer to DFC/USPS T39-9(b). 

A Okay. 

Q Why does the Postal Service not require customers 

to purchase insurance for all items of value? 

A As I stated in the answer, it is strictly a 

customer choice. 

If the customer chooses to send something without 

getting insurance for it, perhaps they have another 

insurance carrier that they are relying on in case of loss 

or damage, but it's strictly up to the customer. It is 

their choice. 

Q Then why not give customers that choice for 

Registered Mail too? 

A Well, insurance with Registered Mail is not very 

much more expensive than Registered Mail itself. Inherent 

in Registered Mail is security, extreme security, and many 

times customers believe that if they send something 
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registered it is automatically insured. 

This is one of the reasons why in order to 

simplify the fee structure and satisfy or give customers 

what they wanted in terms of expectations tha~t in Docket 

MC96-3, most of the uninsured Registered Mail was 

eliminated, the offerings. 

Q Can you explain how a customer might send 

something through uninsured Registered Mail and think he or 

she was buying insurance? 

Can you give me an example of how that retail 

transaction might take place, where the customer would 

purchase the Registered without insurance and believe that 

he in fact had purchased insurance? 

A Well, for what specific value level are you 

talking here? I mean that makes a difference. 

Q $90. 

A Okay. For $90 if a customer approached a window 

clerk and asked for -- wanted to register an article and the 

value was $90, currently right now the Postal Service offers 

a choice of uninsured Registered Mail up to $:LOO, and then 

of course the alternative is insured Registered Mail. 

The customer would then be asked which do they 

want. Above $100, insurance is automatic. 

Q So if the customer were asked which do you want 

and the customer said "uninsured," how could that customer 
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reasonably believe he had bought insurance? 

A Oh, I don't think they would. 

Q So if a customer who sends something through 

uninsured registered mail could not reasonably believe that 

he had bought insurance, why do we have a problem? 

Why force customers then to buy insurance just 

because some customers unreasonably believe they bought 

insurance? 

A You mean from zero to $lOO? 

Q Yes. 

A It is not, like I said before, it's not that much 

more in terms of a fee. It is just a way of providing 

something that should be -- actually is a part of Registered 

Mail over $100 up to $25,000, and should be a part of 

Registered Mail from a penny up to $25,000 as far as 

insurance goes. 

Q And that's the only reason? What you just stated, 

those are the only reasons why a customer should be required 

to purchase the insurance? 

A I think I've addressed in my testimony the 

classification criteria for this proposal, and there would 

be reasons in there also. And I can refer you to that, if 

you'll give me a minute. 

Q Okay. 

A On pages 77 and 78 of my testimony I discuss 
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classification criteria for making this -- for proposing 

this classification change that include more than what I 

just discussed. 

Q Finally, please refer to your response to DFC USPS 

T-39-9(e) 

A Okay. 

Q Do the benefits of administrative simplicity 

outweigh the utility that will be lost by removing a 

customer's option to decline postal insurance and take 

responsibility for any increase in his insurance premium 

that may or may not occur if a claim is paid? 

A Could you repeat that, please? It was a long 

question. 

Q Do the benefits of administrative si.mplicity 

outweigh the utility if any that will be lost by removing a 

customer's option to decline postal insurance and take 

responsibility for an increase in his insurance premium that 

may or may not occur if a claim is paid? 

A I believe that it goes -- actually goes beyond 

administrative simplicity, but that would outweigh a 

customer's perhaps not wanting to have the registered mail 

insured. As I answered in one of my interrogatory 

responses, it's important to remember that the Postal 

Service is the insurer of first resort, so with respect to 

registered mail, it really does not make sense to offer 
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registered mail that is uninsured at any monetary value -- I 

mean, above zero. 

Q I don't have any further questions. Thank you. 

A Thank you. 

CHAIRMAN GLEIMAN: Thank you, Mr. Carlson. I 

think we'll take a short break right now, 10 minutes, and 

then we'll come back and we'll pick up with OCA's cross 

examination. 

[Recess. 1 

CHAIRMAN GLEIMAN: Ms. Dreifuss? 

MS. DREIFUSS: Thank you. 

CROSS EXAMINATION 

BY MS. DREIFUSS: 

Q Good morning 

A Good morning. 

Q I'd like you to turn to your testimony at page 65, 

please, lines seven through eight. There you -- the first 

page of the -- the sentence that begins on line seven -- you 

state, "in an effort to recognize the similarities in groups 

C and D with respect to costs and service," and I wanted you 

to tell me what similarities in cost are you talking about 

there? 

A Well, with respect to groups C and D, they are 

both carrier delivery offices, and I'm talking about the 

costs associated such as space costs, which are closer 
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1 together than previously we had thought they were. YOU 

2 know, it was assumed they were much further apa~rt. 

3 And as far as service goes, the -- that delivery 

4 service would -- will be carrier delivery, be it city or 

5 rural. 

6 Q Okay. 

7 So, that's what you meant by similarities in 

8 service, grouping them by either rural carrier service or -- 

9 or city carrier service. 

10 A Right, as far as -- as -- yes, as far as delivery 

11 service with the -- with respect to the office itself, and 

12 then box service is -- is the same. 

13 Q Are -- are you under the impression that there 

14 would be greater similarity among offices in group C with 

15 respect to space costs than there would be, let's say, 

16 between C and D? Let me -- let me rephrase that. 

17 Are you under the impression or of the opinion 

ia that the space provision costs would be most similar within 

19 group C and within group D as opposed to between group C and 

20 D, or do you think it could be -- it could be a mix? 

21 A Well, I know that group D, as far as like space 

22 costs go, are not that far away from group C, but I imagine 

23 that, within group C, they'd probably -- you know, they 

24 might be closer together, and group D, they may be closer 

25 together. 
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However, I could imagine some group D offices 

individually having higher costs than -- than group -- some 

group C offices. 

so, it could be a mix, too, but I -- I --I would 

-- I think that the thrust of this is trying tcs get the 

group C and D box fees more closer together and -- and then 

have the distinction of A and B -- group A and B fees being 

higher. 

Q What -- what was the reason that you wanted to 

make -- bring group D fees closer to group C fees? 

A Well, it was in the recommended decision from 

MC96-3. If you'll give me a second, I can -- 

I am sorry to be taking this time, but I believe 

that there is something in here that I -- I should point to. 

Could you repeat the question? 

Q I asked you why you wanted to bring group D fees 

closer to group C fees. 

A I can't find what I am looking for, but -- oh, 

well, one thing I had looked -- one thing -- one thing I --I 

found here in the MC96-3 recommended decision, the -- the 
+&Jl-&L. 

commission stated that -- on page 67 -- G%+-sertlee may not 

-- the service being the Postal Service -- may not 

indefinitely continue to offer group D boxes below 

attributable costs 

I don't think -- I -- that was part of what I 
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One reason is -- to bring -- to bring group D fees 

closer group C fees is to show that there really is no 

difference in the type of box service and very minimal 

differences in the type of cost for these -- for these two 

groups, twa fee groups. 

Q Thank you. 

Could you go down to lines 13 through. -- I'm sorry 

-- lines 13 and 14 on that same page? 

A Okay. 

Q You talk about continuing a process b,egun in 

docket number MC96-3 of uncoupling box fee groups from the 

type of carrier delivery offered by offices. Was anything 

other than group E uncoupled in this proceeding? 

A No. 

Q Does the Postal Service contemplate uncoupling 

other fees than Group E at this time? 

A Not to my knowledge. 

Q Could you turn to your response to 

OCA-USPS-T-24-75, Subpart A? That was an interrogatory 

redirected to you from Witness Lion. 

A Okay. 

Q In that question we asked you to confirm -- well, 

actually, we asked him to confirm but you answered that to 

the extent that Post Offices vary from year to year in the 
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1 type of carrier service provided, the number of Post Office 

2 boxes in each fee group would change and your answer to A 

3 seemed incomplete to us. You talked about groups A, B and E 

4 and stated that they are not defined by the typles of carrier 

5 service provided however you didn't address groups C and D, 

6 so I would like you to complete your answer at this time 

7 with respect to C and D. 

8 A Okay. 

9 Well, groups C and D are defined by the type of 

10 carrier service provided, C being city carrier, not -- not 

11 among the group -- the Post Offices that are in groups A and 

12 B, and group D being rural -- noncity delivery carrier. 

13 Q If a given office experienced a change from no 

14 city carrier routes to one that had at least one city 

15 carrier route, then wouldn't such an office move from group 

16 D to group C? 

17 A Probably. 

18 Q Do you think it ever goes the other way, goes from 

19 having -- an office might go from having city carrier routes 

20 to having none and only providing rural carrier service? 

21 A It's possible. It doesn't seem as likely as the 

22 other way around but it would be possible, sure. 

23 Q In such a case, then an office like that would 

24 move -- box fees would move from group C to grcup D would 

25 they not? 
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1 A Correct. 

2 MS. DREIFUSS: Okay, thank you. We have no 

3 further questions. 

4 CHAIRMAN GLEIMAN: Mr. Popkin? 

5 MR. POPKIN: Thank you. 

6 CHAIRMAN GLEIMAN: Don't worry about the clock. 

7 I'll worry about that. 

8 MR. POPKIN: I just want to know whether to wish 

9 her good morning or good afternoon. 

10 CROSS EXAMINATION 

11 BY MR. POPKIN: 

12 Q Okay, good morning, for another 12 seconds. 

13 A Good morning. 

14 Q In special handling, I asked an interrogatory to 

15 the Postal Service which was referred to you for response 

16 and these responses were not given to us until we stopped 

17 and picked them up last night on the way back to the motel 

18 so I haven't had a chance to fully go through them but I've 

19 got some of the main points. 

20 In your response to my interrogatory number 21(a) 

21 where I asked to provide copies of directives and 

22 instructions that indicates how special handling should be 

23 handled, you referred me to two sections of the manual. And 

24 I assume that these two sections provide, shall we say, 

25 generalities, you know, expeditious handling and 
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1 transportation or words to that effect. 

2 What I am really looking for is, what -- how is 

3 special handling mail, in other words, if I have a parcel, 

4 is the usual case, but a piece of mail which I decide to 

5 send special handling, how is that mail going to be handled 

6 differently than it would be if I didn't decide to do it? 

7 A You are referring to interrogatory 21? 

a Q Right, DBP-USPS-21(a). 

9 MR. RUBIN: I would note that these 

10 interrogatories have not been designated for the record. 

11 But Mr. Popkin can proceed. 

12 CHAIRMAN GLEIMAN: Thank you, Mr. Rub'in. 

13 Mr. Popkin, let me make a little bit of a request. 

14 Unlike all the other folks around here who are a little bit 

15 too soft spoken, and I have to ask them to bring the mic 

16 closer, could you move the mic back a tiny bit? Thank you. 

17 That's not a fault, mind you. 

18 THE WITNESS: I'm sorry, could you repeat the 

19 question, please? 

20 BY MR. POPKIN: 

21 Q The question is, if I were to mail a piece of 

22 mail, I will call it that rather than parcel, whatever, a 

23 piece of mail and I have the option of either sending it by 

24 some method or some method plus special handling, what 

25 specific special handling, and those are in small "s" and 
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small "h", will I get on my package over and above whether I 

decide not to do it? 

A Well, you are going to get preferential treatment 

in handling and dispatch. 

Q What I am looking for are specifics. In other 

words, I want to know it will be put on the first truck out, 

it will go by air if air will help? In other words, what 

specifics will be done rather than generalities? 

A Well, I think it depends on the individual case. 

For example, your parcel might be the last one loaded on the 

truck, held back and put in a special place so it doesn't 

get damaged or covered. You know, if it is containing live 

poultry or whatever, if -- and then at the destination point 

it could possibly be the first one off the truck or, you 

know, whatever mode of transportation. 

Also, just -- I mean, I can only give you my 

personal experience with special handling which -- which -- 

which demonstrated it was fairly costly because we took 

special care with special handling packages such as to even 

call the recipient and let them know that their special 

handling package had come in and that we would be getting it 

to their house at a certain time. But if they needed it 

before that, we could hold it. That sort of thing. 

I am unaware of anything other than what I 

answered in the interrogatory with respect to the Postal 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 Operations Manual and the Domestic Mail Manual i.n terms of, 

2 you know, what specific steps might be taken. Rut then, 

3 again, I also would like to stress it would vary depending 

4 upon the office and perhaps the type of shipment,. 

5 Q That's the question I'm trying to find, what is 

6 there in the way of directives or instructions or however it 

7 might be issued which tells post offices how to handle 

8 special handling. 

9 In other words, this -- this -- this rate that you 

10 have is being proposed to be almost tripled, and yet, you 

11 know, I'm looking for information that says here's what 

12 we're going to do for the money. 

13 In other words, can air transportation be used, 

14 other than perhaps in Alaska, where it's always used? In 

15 other words, if I send a package from -- well, like I did in 

16 sub-part D -- from Englewood to Los Angeles, will that go by 

17 air or by surface if it's special handling? 

18 A Yes. I don't know. 

19 Q Is there a witness in the United States Postal 

20 Service, since this is an institutional interrogatory? 

21 A I -- I don't know. 

22 MR. RUBIN: We've -- we've tried to provide the 

23 best answers we have -- we have, and we have not -- we do 

24 not -- there is not another witness who has more 

25 information. These are the directives we've located. 
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CHAIRMAN GLEIMAN: Mr. Popkin, you've got an 

institutional response. 

If you want to make a motion at some point under 

the ruling that we put out indicating that we would be 

receptive to a request for witnesses to testify in support 

of institutional responses to interrogatories, do so, but 

the interrogatory response says what it says and it's from 

who it's from 

So, at this point, there's not much wd can do 

about it. 

If you want to move -- you can make a motion 

later. 

MR. POPKIN: Okay. 

BY MR. POPKIN: 

Q In i- in your response to sub-part B -- well, 

let's go back. Can air transportation be used in other 

than, let's say, Alaska? In other words, if I send a -- a 

package from here to Los Angeles and send it special 

handling, will it go surface or air? 

A Well, that depends on the -- I believe it would 

depend on the type of mail class that it was attached to. 

Q What classes can I use special handling for? 

A Well, you can use it with first-class and standard 

mail. 

Q Okay. 
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If I use it for a standard mail package, will that 

parcel go air or surface to Los Angeles? 

A I'm not sure. 

MR. POPXIN: Is there a witness in the! Postal 

Service that knows that answer to this question? 

MR. RUBIN: I don't -- there's not a witness who 

can provide that information. 

CHAIRMAN GLEIMAN: There -- there ought to be 

somebody in the Postal Service who can answer that question, 

and I know that there's a vice president for operations, for 

example, who probably ought to know about the operations of 

the Postal Service, and in the interest of moving along, let 

me make a suggestion, which is that, to the extent that 

there are questions that -- that can't be answered by this 

witness who is ostensibly a pricing witness and not an 

operations witness and not a co$ting witness, I -- I think 

you need to try and limit your questions. 

On the other hand, if there are questions such as 

the one you just asked where, intuitively, one would suspect 

that there is a person in the United States Postal Service 

as entity that can respond, then we ought to try and get a 

response, and I would ask the Postal Service to try and 

accommodate us in this regard by providing a simple answer 

to a simple question in writing following this hearing to 

the -- and the question at this point is if -- 'how would a 
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package move from -- from New Jersey to California? 

MR. POPKIN: Cross-country. 

CHAIRMAN GLEIMAN: Cross-country. 

MR. POPKIN: I mean it can be the New Jersey that 

I asked in sub-part D or it can be Washington. It's a 

Standard B. 

CHAIRMAN GLEIMAN: Standard B package. 

MR. POPKIN: With and without special handling. 

Okay. 

BY MR. POPKIN: 

Q One of the items that I observed in researching 

special handling is that it can be used for first-class 

mail. I was not aware of that. What added value do I get 

for sending my 32-cent letter by special handling? 

A Well, you would get preferential handling in 

dispatch and transportation. It would be held out from -- 

from the other first-class non-special handling -- 

Q Let's -- let's take -- 

A -- mail and -- and -- 

Q Let's take that one specifically. I walked into 

the post office around the corner and say I want to send 

this 32-cent -- you know, I have a number 10 envelope with 

32 cents on it, and I say I'd like to send this by special 

handling. 

What am I going to get for my extra money, and how 
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is that going to be accomplished? 

A Well, it would travel with the other special 

handling mail and you would get preferential treatment in 

dispatch and transportation, preferential handling. 

Q My perception is that if I did that, this would be 

the first time this postal clerk had seen special handling 

in three weeks or three months and he wouldn't know what to 

do with the letter other than throw it in with the rest of 

the letters. Could that be possible? 

A I don't -- I don't think that's possible. 

I mean, actually, anything is possible but I don't 

think that would be likely at all. 

Q Okay, I'm still somewhat at a loss of how that 

would work. In other words, isn't First Class supposed to 

be handled expeditiously? 

A To the best of my knowledge it's -- expedited mail 

is handled expeditiously. I believe First Class Mail has 

very high service standards which makes it a very quick way 

of mailing. 

Q Let's compare special handling standard mail to 

Priority Mail. Which one would get better service? 

A When you say "better service," could you explain 

exactly what you mean by "better service"? 

Q Faster service, handled quicker, delivered quicker 

is, I guess, the bottom line. 
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A Faster, faster service, I believe the Priority 

Mail service standards are faster than they are for 

standard, standard B mail, is that what you are referring 

to? 

Q Right. 

A Yes. So if you go -- just take them both as 

standard B and Priority, probably Priority is going to be 

faster. When you said "better service" and if you meant 

faster service, that's it. But if it's -- if we're talking 

about the special handling faction, you're not going to get 

that with Priority that you would with standard mail and 

special handling -- with special handling. 

Q Could you clarify what you mean by the special 

handling in small letters? 

A In small letters? 

Q As opposed to the service. I am using "special 

handling" as a generic word or pair of words. 

A Well, I assume that Priority Mail would just be 

tossed into the truck or whatever, the vehicle, along with 

all the other mail, maybe in sacks, whatever. mst all put 

in. 

Special handling packages, however, do not travel 

just thrown in with everything else. They are set off to 

the side. It is my understanding that they are loaded last 

and unloaded first. 
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Q Okay. If we were to compare the costs of Priority 

Mail and Standard Mail Special Handling, which is the basic 

use of Special Handling -- I don't believe too many people 

have sent 32-cent letters special handling -- what 

percentage of the parcels would be cheaper to send special 

handling? 

A I'm not a costing witness. You were asking to 

compare costs. I don't -- I'm not familiar with the costs. 

Q I'm not talking about costs; I'm talking about 

price to the public. 

A Now, could you repeat the question? 

Q The normal use of special handling, do you agree, 

is for standard mail B? 

A I -- to my knowledge, yes. Yes, it would be. 

Q What I am trying to determine is what percentage 

of the standard mail B packages will be sent special 

handling rather than Priority Mail. 

A I don't know. I would have no way of knowing 

that. 

Q You would have no way of knowing that the tripling 

of the rates, what effect that may have on the people using 

the service? 

A Could you -- I don't understand. Could you 

rephrase that, then, this new thing? I didn't hear that in 

your old question, your other question. Could you repeat 
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that, please? 

Q The question I have is, since you are raising the 

rates for special handling considerably, give or take 

tripled, and I realize it is not exactly, but will that 

force most of the potential users for special handling to go 

over to Priority Mail in your opinion? 

A Well it -- we -- in my workpapers, I do show a 

volume decrease for special handling in the test year after 

rates -- after any new fee like that would be -- would be 

implemented. As far as going to Priority Mail, I'm not 

sure. They could. 

Q Or not use it all? 

A Correct. 

Q However -- 

A Or use an alternative means, where available. 

Q, Okay, there are two types of special handling 

packages in general. One are those which are required to be 

used by a mailer because of the contents of the mailing, 

true? 

A Would you please elaborate, because I'm not -- 

Q Okay, in general there are two types of mailers 

who will use special handling. One is if the mailer is 

required to do so by the regulations such as baby chicks and 

whatever else is in that category. And the other would be 

people who are sending ones that they are not required to do 
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1 but they have chosen to do so. 

2 A I don't agree that baby chicks must be sent 

3 Special Handling. 

4 Q Other than Priority Mail and Special Handling. 

5 A Other than Priority, yes. 

6 Q In other words, what I'm trying to compare here is 

7 with the tripling of the Special Handling rates, are we 

a going to lose the service? In other words, 99 percent of 

9 the people who would use the service will now use Priority 

10 Mail, because it's cheaper. 

11 A I'll tell you, in my -- and I don't know whether 

12 you have a copy of my work paper -- 

13 Q No, I do not. 

14 A In front of you. 

15 Q I don't have a copy anywheres. 

16 A We -- going from the test year before rates to the 

17 test year after rates, the volume out of 70 -- approximately 

ia 75,000 pieces before rates is predicted to drop to 

19 approximately 69,000 pieces after rates. 

20 THE COURT: Excuse me, Ms. Needham, could you give 

21 a cite in your work papers? 

22 THE WITNESS: Sure. 

23 THE COURT: It'll be available to Mr. Popkin. 

24 THE WITNESS: It's USPS-T-39, Work E'aper 13. 

25 BY MR. POPKIN: 
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Q In other words, you're predicting only a 

few-percent drop in service from before to after the rates? 

A Right. 

Q Do you believe that a small part, a somewhat part, 

or how much of those 69,000 packages that you expect to be 

done or sent Special Handling after the new rates go in 

would be cheaper Priority Mail if the mailer was, shall we 

say, aware of the -- my knowledgeable mailer? 

A It depends on what the mailer's -- if the mailer's 

looking for the special handling portion of Special 

Handling, then they would stay with the Postal Service's 

Special Handling or find an alternative carrier that would 

provide a service similar to Special Handling. I can see 

where some mailers that would divert their volume to within 

the Postal Service could go to -- they could go to Priority 

Mail. If it were poultry, for example. 

Q What did you base your 69,000 on? 

A Well, that figure comes from the -- it's tied 

directly to the mail classes such as the Standard Mail B 

with respect to after rates, because we're proposing the 

elimination of single-piece Standard Mail A in this 

proceeding, so there's a zero volume -- Special Handling 

volume for single-piece Standard Mail A in the test year 

after rates. 

Q In other words, I don't have my calculator here, 
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but let's see, 6 out of 75 is 8 percent. You're predicting 

an S-percent drop in usage with a tripling of the rates. In 

other words, what I want to know is how was that arrived at? 

Was there any study made? Was there any -- I mean, in other 

words, what evaluation was made to say if we triple the 

rates, we'll still keep 92 percent of the business? 

A We have no special studies for Special Handling. 

The only thing we do get is a cost from the roll-forward. 

Q Okay. My last question on Special Handling. 

You've given me what Work Paper 13 said. Is there some 

reason why in your response to subpart (f) (f) -- 

A Which interrogatory? 

Q The same one. We're on 21. 

A Okay. 

Q That you said "Please see USPS T39, work paper 13, 

for the after rate special handling volumes." 

Is there some particular reason why you just 

didn't answer that interrogatory, "69,000." 

CHAIRMAN GLEIMAN: Mr. Popkin, I am going to 

interrupt at this point. 

While I can appreciate the difficulties it creates 

for you and for other intervenors when a response makes 

reference to a work paper rather than providing a numerical 

answer such as you just suggested could have been done, 

nevertheless, the reference to the work paper -- and I have 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

la 

19 

20 

21 

22 

23 

24 

25 

707 

the same problem that you have when I get those 

interrogatory responses and read them -- the response is a 

legitimate response. 

You were told you could look at spot X and you 

could find the answer. I understand that it is a little bit 

more complicated for you because you are an individual who 

is intervening and because you are out of town, but I think 

that the answer was a legitimate and complete answer, and I 

would like you to move on. 

MR. POPKIN: Okay 

BY MR. POPKIN: 

Q On Registered Mail, which is Interrcgatory 37, 

DBP/USPS -- 

A Excuse me. That was not designated and if -- 

I must state that there was a correction, a revision made to 

that interrogatory response, so I think this should be taken 

care of before we proceed further. 

MR. RUBIN: There is -- 

CHAIRMAN GLEIMAN: An interrogatory, a revised 

answer was filed when? 

MR. RUBIN: There is just a minor change to the 

response -- 

CHAIRMAN GLEIMAN: Minor by many. There are -- 

minor changes abound in this case. 

MR. RUBIN: We were planning, I mean we can -- 
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1 we're planning to make that, have Witness Needham make that 

2 when it became appropriate. 

3 I don't even know if it will have an impact on Mr. 

4 Popkin's questions. 

5 CHAIRMAN GLEIMAN: I don't understand what you 

6 mean by "make it." Has this been filed or not? 

7 MR. RUBIN: No. 

a CHAIRMAN GLEIMAN: It's not been filed? 

9 MR. RUBIN: It's something we discovered late 

10 yesterday so we brought corrected pages with us. 

11 CHAIRMAN GLEIMAN: Okay, well, you can file it at 

12 lunch if you want, but since we here and now in the hearing 

13 room and since the witness has the answer or some revision, 

14 however minor it might be, in her hand, why dcn't we just 

15 get the answer to the question based on the revised 

16 response. 

17 BY MR. POPKIN: 

la Q In the response to subpart (f) you say "Registered 

19 items with very high declared values". 

20 What do you define "very high declared values" as? 

21 A Well, I think it would vary, depending on the 

22 office and what they are used to handling. 

23 If an office isn't used to handling a Registered 

24 Mail article above $25,000, there would need to be special 

25 training for employees perhaps on how to handle something 
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that would involve special circumstances and perhaps even an 

office that isn't used to handling Registered Mail may need 

to have their employees trained on how to handle something 

up to $25,000. 

Q All right. Let me ask a question then. 

I take my $25,000 pile of hundred dollar bills and 

I walk into a post office and I say I would like to register 

this. 

Are they at that point going to conduct special 

training? 

In other words, don't the postal clerks who accept 

mail over the window have training already? 

A They have training. There might be circumstances 

where they would need some sort of training fcr something, 

something of that magnitude or above that -- that would 

require -- it depends on the security of the office. 

Would they need to hire, you know, someone, an 

armed guard, that sort of thing. 

It really depends on a lot on the individual 

circumstance. 

The safest way is the way we are going~to do it, 

and it may vary from office to office, but we are going to 

give it the safest, most secure method, and if that requires 

special training, then it does. 

Q The question I had was how can provide this 
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special training once a mailer comes in with the mail? 

A Well, you do it right then. There is somebody 

there that is going to know how to do it or going to call 

and find out how to handle it right then and there. It's 

going to be done. 

Q But in general, you agree that somewhere around 

$25,000 is probably the number where somebody would start 

doing something. 

A Not necessarily. Like I said, it varies by the 

office. 

I mean there might be rural -- you know, rural 

offices in -- in very poor sections of the United States 

where some business may move in, a jeweler or something, and 

-- and start wanting to send high-value registered mail 

articles, and people at the office may not be familiar with 

it because they haven't had to handle anything like that 

ever. 

Q Where would you feel the II&percent limit would 

be, the 100 -- the go-percent limit of value that, quote, 

becomes "very high declared value"? 

A I -- I couldn't guess. It -- it -- it would vary 

by -- by office. The circumstance I gave you just a moment 

ago -- 

Q Would it be fair to say that, for 99 percent of 

the registered mail that's sent in this country, that $5,000 
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would not be considered very high declared value? 

A I don't know whether I could agree to that or not. 

I -- I can -- I could -- I'd just like to add that the 

interrogatory itself, what it was asking, was if there would 

be any -- any -- anything that -- like training of employees 

or this or that, any sort of additional items that -- that 

the costs would be the same regardless of the declared 

value, and I am just saying that, you know, declared -- 

higher declared values of -- of articles could require 

training for employees; it's possible. 

Q And what I'm -- what I'm attempting to do is get 

your perception as the expert witness as to where that 

dollar amount of value would -- would -- would be with some 

level of explanation. 

A Well, this was a cost question, and I'm not the 

costing witness, but in -- you know, I -- it would just 

depend on -- on the office itself as to how high value an 

item they're used to handling, where -- where the office is 

located, is it in a -- and is it a high-crime area? YOU 

know, are they used to handling, you know, registered mail 

above 5,000, above 10,000, whatever? I -- it -- it depends. 

Q I walked into the Englewood post office with three 

$25,000 registered letters, and I was anxious to -- I was 

glad I got there in one piece, but they just they just threw 

them under the counter like everything else. So, I don't 
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All right. 

In sub-part G, you go to extremely high declared 

value. How would you characterize what "extremely high" 

refers to? 

A Oh. I -- extremely high could be anything over 

$25,000 up to wherever. I mean they go beyond 15 million, 

you know, millions of dollars. 

Q Okay. But less than 25 would not be extremely 

high. 

A For the purposes of that interrogatory sub-part, 

no. I don't -- I wouldn't say that 25,000 would be 

considered -- below 25,000 would be extremely high. 

Q Okay. 

How's about below $25,000.01, below that, namely 

that the 25,000 is still not considered extremely high? 

A Well, you see, above 25,000, you're going to have 

-- you have handling, you know -- 

Q I'm just trying to clarify that 25,ClOO is, in 

fact, down with the lower half rather -- the break point is 

just above 25,000 rather than just below 25,OClO. 

A The break point of what? 

Q Of being extremely high declared value. 

A Well, it's more likely that above $;!5,000 

different methods are going to be employed to handle the 
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1 registered mail, but it's -- it's not impossible that, below 

2 25,000, different methods would be employed to handle the 

3 registered mail outside of, you know, the standard, you 

4 know, postal employee hand-offs. 

5 so, I can't really -- I mean I could say that, 

6 because we insure up to 25,000 and we don't go beyond, that 

7 anything beyond 25,000 would be extremely high. 

a Q Okay. 

9 I was just trying to clarify specifically that the 

10 rates at which we have insurance available for are all 

11 considered not extremely high-value. 

12 A Well, I -- I don't want to keep repeating myself, 

13 but I really think it -- it depends -- it depends on the 

14 circumstances of -- of the office accepting it, that sort of 

15 thing. 

16 Q Okay. 

17 A They may employ other methods other than postal 

la employees in the -- the routine handling of registered mail 

19 for items below 25,000. It depends on the office and the 

20 situation, the circumstances surrounding it. 

21 Q Okay, let's go to subparts S and T of that 

22 interrogatory where we are concerned with how the value of a 

23 registered article gets known beyond the window clerk. 

24 Could you -- and your response, you pointed out that it has 

25 a postage value on that and someone would look at it and 
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say, well, let's see, it's four ounces, I'll weigh it and 

that's $1.01. I subtract the $1.01, it's got a return 

receipt so I subtract $1.10 and what's left is some number 

which corresponds to the registry fee; is that correct? 

A Correct. 

Q Okay. What percentage of the registered mail that 

is handled that way do you feel somebody is gcing to do 

that? 

A Handled what way? 

Q In other words, what percentage -- in other words, 

if we handle 100 million registered articles in a year, and 

I don't know what the number is, I'm sure you have it there, 

but out of that 100 million, how many do you feel some 

employee down the road/you know, in transit or in delivery 

is going to go through and play this calculation out to say, 

okay, let me find out how much this article is worth, add up 

all the value of the stamps or the PVI strip, weigh the 

article, subtract the postage, subtract any special services 

such as return receipt, come up with a registered value 

amount and then go look in the chart and say, ah, $7.45, 

this article is worth between $5,000 and $6,000 or whatever 

the numbers are? How many people are going to do that? 

A I don't know. And, as I mentioned jin subpart S, 

no data exists on how many postal employees would calculate 

in their heads what the declared value would be. 
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AFTERNOON SESSION 

[2:00 p.m.1 

CHAIRMAN GLEIMAN: Before we resume with cross 

examination of the witness by Mr. Popkin, I just want to 

mention that a -- a ruling has been issued with respect to 

OCA's motion to compel on certain information in connection 

with witness Treworgy. 

Am I pronouncing the gentleman's name correctly? 

I hate to mispronounce names. 

MR. HOLLIES: Treworgy, T-R-B-W. 

CHAIRMAN GLEIMAN: Treworgy Okay. Okay. 

MR. HOLLIES: I was going to cover that later. 

CHAIRMAN GLEIMAN: Well, I do -- I'm -- I’m 

issuing a blanket apology now, because for some reason 

that's a tough one for me. 

In any event, copies of that ruling are on the 

table in the front of the room. 

Also, earlier today, Mr. Popkin, you asked me 

whether we could accommodate you with respect to witness 

Sharkey, as I recall, tomorrow? 

MR. POPKIN: Right. 

CHAIRMAN GLEIMAN: And I -- I don't think you 

should plan on us being able to accommodate you. We've been 

looking at the witnesses and the cross examination, and we 

haven't had an opportunity to give anybody else notice about 
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changes in the lineup. 

so, I think that the best we can offer you at this 

point in time is that we'll have to play it by ear, and if, 

tomorrow morning, other intervenors are willing to 

accommodate you and if Mr. Sharkey is here earlier in the 

day, then we'll see if we can make a switch, but right now, 

if I were you and making plans, I would plan fIor the late 

train or whatever it is that you're going to be taking to 

get back home. 

so, I'm sorry that we can't accommodate you, but 

we have tried to group the witnesses you wanted to cross 

examine in this two-day period, and that, in itself, made 

life a tad more difficult than it might have otherwise been. 

With that, why don't we pick up on cross 

examination? 

Whereupon, 

SUSAN W. NEEDBAM, 

the witness on the stand at the time of the recess, having 

been previously duly sworn, was further examined and 

testifed as follows: 

CROSS EXAMINATION [resumed] 

BY MR. POPKIN: 

Q Earlier today you referred to your Table 16, 

stamped envelopes, on page 92 of your testimony? 

A Okay. 
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Q And also, we have the request of the United States 

Postal Service for a recommended decision on changes in 

rates of postage and fees for postal services which has a 

schedule -- a fee schedule 961. 

A I don't have that with me. 

CHAIRMAN GLEIMAN: Can we help the witness out, 

Counsel? 

MR. RUBIN: I have one copy. Can 1 quickly make a 

copy of the page or -- 

CHAIRMAN GLEIMAN: I think -- 

MR. POPKIN: I have one simple question. 

CHAIRMAN GLEIMAN: Well, perhaps -- 

MR. RUBIN: Okay. I'll -- 

CHAIRMAN GLEIMAN: Perhaps -- 

MR. RUBIN: Yes, I'll move up with the -- 

CHAIRMAN GLEIMAN: Yes, why don't you do that? If 

it's just one simple quick question, maybe that's the best 

way to handle it. Appreciate it. 

BY MR. POPKIN: 

Q Are these two the same? 

A The proposed fees appear to be the same. I'm just 

-- as I count them down. 

Q Well, other than the fact that Table 16 has 

percentage changes which do not appear in the Postal 

Service's request. 
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A Right. In the current on Table 16, we don't list 

separately the printing charge. That's one thing I have 

noticed. 

Q Well, what does "NA" mean under "proposed" for 

printing charge? 

A Not applicable. 

Q What do you mean by "not applicable"? In other 

words, that rate is no longer going to be in the fee 

schedule. 

A Right. It's not a fee above -- abox,e plain. The 

proposed fees listed in Table 16 are -- are the fees 

including printed -- printing -- for printed. 

Q Well, my -- my question is, on Table 16, you 

present certain data, and the Postal Service .has presented 

certain data on attachment B at page 63, fee schedule 961, 

both of which relate to the current and proposed fees for 

stamped envelopes. Are they the same? 

A As -- as far as I can -- 

Q As -- as corrected -- 

A As far as I can see, they appear to be the same. 

The verbiage may be a little bit different. 

Q Well, the -- let me rephrase the question, then. 

If one were to establish prices to sell stamped envelopes to 

the public after this rate case were to be approved, if it 

is approved and, you know, whatever mechanics go through 
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8 I appreciate your help, sir. 

9 BY MR. POPKIN: 

10 Q One thing I want to clarify is what you have 

11 identified as multi-colored envelopes 

12 A Where. 

13 Q Pardon? 

14 A Where have I defined -- 

15 Q You have used that term. In other words, if we 

16 look at Fee Schedule 961, we have multi-color printing, 500, 

17 6-3/4 size is $14 from a current 10.50. Number 10 size is 

18 $15 from $15. 

19 CHAIRMAN GLEIMAN: I think you're going to have to 

20 wait a moment because we are back to the schedule again. 

21 MR. POPKIN: Well, it's not really the schedule, 

22 it's for a definition of multi-color. 

23 CHAIRMAN GLEIMAN: Fine. Let's let the witness 

24 look at what it is you are referring to. 

25 MR. POPKIN: Okay. 

724 

there, could I use either sheet to determine how much to 

charge? 

A Yes. 

Q And arrive at the same value? 

A Yes. 

CHAIRMAN GLEIMAN: Thank you, Mr. Rubin. You may 

take your seat now. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



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 

725 

THE WITNESS: Okay. I've got the schedule back. 

It's not -- I don't think I have multi-color in my testimony 

on Table 16. 

BY MR. POPKIN: 

Q Okay, so that's one item that's not the same. 

Which one are you expecting the Postal Rate Commission to 

act on, Table 16 or the proposed Fee Schedule 961? 

A Well, I don't see that there are any real 

differences between the two. 

Q Well, we just found one. In other words, the 

price for multi-colored envelopes. 

A Well, that's part of printing 

Q Well, the question I have, first of all, let's 

backtrack. What are multi-colored envelopes, multicolored 

stamped envelopes? 

A Well, they're stamped envelopes with more than one 

color to the stamp. Actually, what I believe you are 

probably referring to I took out of -- I took out of today 

the savings bond, which was currently 15. That would 

have -- that would represent the lo-inch multi-color. 

Q Well, you removed the savings bond question, 

savings bond, from your Table 16. 

A Right. 

Q And you did also in your response to one of my 

parts of Interrogatory 54 indicate that they are no longer 
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sold. 

A Right, but it is part of -- it is in here listed 

in the request, Fee Schedule 961, but they have now been 

discontinued, so it is really not applicable anymore. 

Q Okay. I am still trying to determine what 

multi-colored are. 

Let me give you two examples. 

Suppose we have the standard 32 cent stamped 

envelope that is being sold at every post office now. It 

has a Liberty Bell and USA and 32 and one is printed in 

green, one is printed in blue. 

Is that a multi-colored envelope? 

MR. RUBIN: Objection. That has been answered in 

the response to interrogatories, 54-P, so the witness has 

already answered that question. 

CHAIRMAN GLEIMAN: Well, if the witness -- does 

the witness have a response to Interrogatory 54-P in front 

of her somewhere? 

WITNESS: I do. Yes, I did answer that. 

CHAIRMAN GLEIMAN: Well, why don't we just read 

the answer real fast then. I don't have to flip around on 

the computer and find it and read it myself. 

WITNESS: The answer is, "Confirn&hat the Liberty 

Bell is green and the USA 32 is blue." That is the 

indication of the postage. "However, these envelopes are 
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not considered multi-color for purposes of the multi-color 

fee. See my response to J." 

And J is, "Not confirmed. Multi-color printing 

refers to the envelope you describe in Part AA and AA is 

multi-color. The space station stamped envelope is the only 

hologram stamped envelope currently offered." 

CHAIRMAN GLEIMAN: There is the answer to your 

question. That is the definition. 

MR. POPKIN: Okay. 

BY MR. POPKIN: 

Q In other words, just to clarify it then, the one 

referred to in subpart AA is the one where the:? cut out a 

rectangle or a square out of the white envelope and pasted 

behind it a many-colored picture of something? 

A That is the environmental stamped envelope. 

Q~ Well, there have been a number of them. 

A That has the cut-out -- 

Q There have been a number of them I remember, but 

that -- the one that is in that format where they have cut 

out a rectangle or some other shape out of the white 

envelope and pasted something behind it, which was printed 

in several different colors, that is the only Gone that this 

multi-colored rate will apply to, is that true? 

A That is the one that is considered multi-colored. 

That is the only one we consider multi-colored. 
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Q Okay. In other words, any one that is strictly an 

envelope with no cutouts, no nothing, just one folded piece 

of paper glued together, regardless of the number of colors 

that are physically used to prepare it -- 

MR. RUBIN: Objection. I think that your question 

has already been answered. You are trying -- 

MR. POPKIN: I am just trying to confirm the other 

half. 

CHAIRMAN GLEIMAN: I think if you, when you look 

at the transcript you will see that your question was 

answered indeed, both here and perhaps in the interrogatory. 

MR. POPKIN: Okay. 

BY MR. POPKIN: 

Q In Fee Schedule 961, where we refer to multi-color 

printing, this -- the word "printing," does that relate back 

to the printing of the stamp or.the printing of the return 

address or both? 

A It refers to the environmental stamped envelope 

and that is the fee for that stamped envelope. 

Q Okay, so in other words, the fee, the proposed fee 

of $14 for 6 and three-quarter size and the proposed fee of 

$15 for Number 10 size would be for a box of 500 of the 

environmental stamp without a return address being printed, 

is that correct? 

A No. No, that is with -- that is with the 
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printing, a printing of a return address or logo, whatever. 

Q So in other words a plain envelope, the regular 

envelope, printed, would be $15 for a Number 10, and the 

environmental type multi-colored one would also be $15, is 

that correct? 

A That's correct. 

Q And the 6-3/4 size of the multicolored one would 

be $14 printed and the regular one would be $15 printed. 

I'm sorry, it would be $11.50 printed. 

A Where exactly are you? 

Q Printed,it's $15. On Fee Schedule 961 a regular 

printed bulk -- 

A Yes, that's what it says here. 

Q 63/4 size would be $14, and the environmental one 

would also be $14. 

A That's correct. 

Q Does it cost more to -- what's the difference? 

Why do we need two separate rates then? 

A Two separate rates for what, the 6-3.14 and the 

lo-inch size? 

Q No. We have a special rate here for multicolored 

printing, and we also have a special rate here for printed 

bulk envelopes, and they're both the same. 

A Correct. 

Q Why do we make the distinction? What is being 
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1 accomplished by making that distinction of adding in the 

2 multicolored printed? 

3 A Well, I won't say it's added in. This is the way 

4 the fee schedule's been, and it's just explaining that the 

5 fees -- I'm proposing that they be aggregated in this -- my 

6 testimony, and it's part of the aggregation, but it's 

7 showing the fee schedule as it's always been. 

8 Q Okay. Using Schedule 961, what would the price be 

9 for the multicolored envelope, you can use environmental 

10 envelope if you like, which does not have a return address 

11 printed on it? 

12 A Well, the plain bulk for -- proposed for 6-3/4 is 

13 $8.50. Proposed for 500 -- excuse me, proposed for size 10 

14 is $11.50. 

15 Q The cost of printing a 6-3/4 envelope, a box of 

16 500, would be the $14 for the printed minus the $8.50 for 

17 the regular or $5.50? 

18 A Now this was answered in an interrogatory 

19 response, and I can't confirm that that's the cost of the 

20 printing. That's the -- 

21 Q The cost to the mailer or the purchaser. 

22 A Can you refer me to that interrogatory subpart? 

23 Q Right. 

24 A I know that's been asked. 

25 Q That would be (f), and the next question will be 
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A Okay 

Q Now is the added cost if I want to get printed 

return address envelopes versus unprinted ones would cost me 

as a mailer $5.50 if they were 6-3/4 envelopes and $3.50 if 

they were other than 6-3/4 

A Correct. 

Q Why is there a different -- why is t:here a greater 

cost in getting the small ones printed than th'e large ones? 

A Well, the fees for the stamped envelopes were 

based on costs among other factors, and this is the proposed 

fee for the printed over the plain 6-3/4 just happens to be 

higher than the difference between the printed versus plain 

lo-inch. 

Q Is that based on the cost of having it done? 

A No. it's based on -- it's based on the -- not only 

the costs of the stamped envelopes itself but other things 

that went into consideration when doing the fee design, 

other criteria. 

Q Such as? 

A Well, if you'll turn -- my testimony pages 95 

through 98 discuss the fee design and the pricing criteria, 

and I'm not sure how specific you want me to get here. 

Q Well, which specific thing -- which specific line 

refers to why the printing charge for small envelopes is 
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bigger than the printing charge for large envelopes? 

A There's -- I have nothing in my testimony. 

Q Okay. Can you provide any insight to that? 

A All I really can provide here is just the way the 

fees were developed based on the criteria, and the costs, 

you know, being one of the criteria that were used. 

Q Okay, in interrogatory or subpart WW. 

A Okay. 

Q Can you clarify your response? In your response 

you said that Post Offices may receive one of each type of 

advanced envelope prior to the rate increase. Is that still 

your testimony -- 

A Yes. 

Q That -- in other words, that the new envelopes, 

whether it is the G envelopes that they sold lrleforehand or 

the equivalent of the F envelopes before that and so on, are 

not placed on sale to the public until after the effective 

date of the rate increase? 

A You said sold beforehand? I am not aware of 

anything being sold beforehand but I am saying -- I said 

that they, Post Offices, may receive an advance copy of a 

new stamped envelope before a rate -- rate change takes 

place. 

Q The question I have is, can I, as a member of the 

public, buy in this case let's say the new H stamp, H 
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1 envelope which I assume will come out, prior to the 

2 effective date of the 33 cent rate? Based on -- 

3 CHAIRMAN GLEIMAN: Mr. Popkin, I would like you to 

4 move on to another question. I don't think that that 

5 question is relevant to the request for changes in rates and 

6 fees, when it might become available for sale in a Post 

7 Office. Unless you can explain to me -- 

8 MR. POPKIN: Well, it is the price .chat they will 

9 charge for it. In other words, what's happening is that the 

10 Post Office -- in the past rate cases, as far back as I can 

11 remember, made these new envelopes available ia week, two 

12 weeks beforehand. And what's happening is that those Post 

13 Offices are selling them at the new stamped envelope rate 

14 and that's what I am trying to find out, why ::hey do that. 

15 CHAIRMAN GLEIMAN: That is not a matter of 

16 relevance to the Postal Rate Commission. It is not under 

17 the Postal Rate Commission's jurisdiction as co when and how 

18 the Postal Service actually puts rates into effect or sells 

19 stamps or stamped envelopes. That is not something that is 

20 within our jurisdiction. 

21 MR. POPKIN: Okay. 

22 BY MR. POPKIN: 

23 Q In response to interrogatory 15 and 16, you refer 

24 to philatelic cards. 

25 A I think those were objected to. I believe. Are 
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1 you speaking of your interrogatories 15 and 16? 

2 Q Right. 

3 A Yeah. 

4 Q I don't hear an objection. so -- 

5 MR. RUBIN: Well, what are -- well, do you have a 

6 response to 15 and 16 that you wish to -- that you can point 

7 at? 

8 BY MR. POPKIN: 

9 Q The question I have is, if I have --- 

10 MR. POPKIN: May I show these to the witness? 

11 MR. RUBIN: Well, it looks to me like he is 

12 getting into the issues raised in interrogatory 16 and maybe 

13 15 that there is a pending objection to. I don't think it 

14 is appropriate to raise these questions at the hearing. 

15 CHAIRMAN GLEIMAN: I'm afraid you are going to 

16 have to move on and we are just,going to have to see what 

17 happens. I assume you filed a motion to compel which we 

18 have not ruled on yet, or at least I don't recall having 

19 ruled on it. 

20 MR. POPKIN: Pardon? 

21 CHAIRMAN GLEIMAN: I don't recall having ruled on 

22 the motion to compel yet. 

23 MR. POPKIN: No. 

24 BY MR. POPKIN: 

25 Q Okay, with respect to stamped cards, one question 
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1 I have relates to a point that came up where you said that 

2 stamped cards have a very high value to the mailer, in fact 

3 more than stamped envelopes in many cases. 

4 Are there any reasons why a stamped envelope might 

5 have a higher value to the mailer than a stamped card? 

6 A Well, yes. It depends on the mailer but if the 

7 mailer has something to put in that envelope ;and needs to 

8 mail it, then a stamped envelope would be probably of a 

9 higher value than a stamped card to that mailer as opposed 

10 to just preparing the correspondence and sending it off with 

11 the stamped card. 

12 Q Is there a limited space available :Eor 

13 correspondence on a card? 

14 A Sure. 

15 Q Whereas one might expect far more space on an 

16 enclosure in a stamped envelope, correct? 

17 A Right, you are paying a higher postage rate, too, 

18 I might add. 

19 Q Sure. 

20 A Sure. 

21 Q What about the -- shall we say the security of the 

22 mail as far as unauthorized people reading it'? 

23 A Well, with respect to First Class Mail, it is 

24 sealed against inspection. 

25 Q An envelope versus a card? 
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1 A Urn-hum, true. 

2 Q In other words, a card is sealed against 

3 inspection? 

4 A Well, a card is First Class Mail. !30 there is no 

5 seal on it but -- 

6 MR. RUBIN: I have an objection that this is 

7 beyond the scope of Witness Needham's testimony. It 

8 seems -- she is proposing fees for the stamped mail envelope 

9 and stamped card. 

10 CHAIRMAN GLEIMAN: Well, let me say first of all I 

11 think you are asking for a legal conclusion. You are asking 

12 for a legal interpretation of what's sealed against 

13 inspection. But in point of fact, as I understand the law, 

14 a First Class post card is sealed against inspection. If a 

15 Postal employee were to turn the card over and read the 

16 message, the postal employee would be liable for violating 

17 the law in the same sense that a Postal employee would be 

18 liable if he were to open an envelope. 

19 Likewise, if one wants to obtain, for example, a 

20 law enforcement agency wants to obtain access, they have to 

21 get a warrant approved before they can have access to post 

22 cards, in the same sense as letters, sealed envelopes. So 

23 that should answer your question but it is beyond the scope 

24 of this witness' testimony. 

25 MR. POPKIN: Okay. 
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BY MR. POPKIN: 

Q All right. Certified Mail. Can you confirm that 

some mailers may be interested in knowing that there was an 

independent person, agency, who delivered this and got the 

receipt for the Certified letter that was deli.vered? 

A Perhaps. 

Q Well, that's one reason it could exi.st? 

A Sure. 

Q Could some mailers be interested in ensuring that 

we have an accurate date of delivery? 

MR. RUBIN: Objection. I mean, these questions 

sound like they are the same as questions that we have 

already asked and answered in your written interrogatories. 

CHAIRMAN GLEIMAN: Mr. Rubin, can you point us to 

the interrogatory responses in question? 

And, Mr.. Popkin, if these are followup to 

responses that you got rather than just repeating the 

interrogatories, if you could explain that? 

Well, while you're scurrying around, why don't we 

get a few questions asked and if you can come up with the 

interrogatory, then we will interrupt and take it from 

there. 

Mr. Popkin, why don't you go ahead. 

BY MR. POPKIN: 

Q All right, we'll get back to -- on Clertified Mail, 
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1 one of the questions I asked was to what extent will mail 

2 processing facilities and/or delivery offices have the 

3 ability to trap a certified letter? 

4 A Which interrogatory was that, do you know? 

5 Q I don't have that handy. 

6 A I don't believe I answered that one. 

7 Q I believe someone else did answer it. 

8 CHAIRMAN GLEIMAN: Well, if you've got an answer 

9 to it, you've got an answer to it from someone else. Let's 

10 rely on -- 

11 MR. POPKIN: Well, the answer was that it doesn't 

12 exist. 

13 CHAIRMAN GLEIMAN: Well, if that's the answer, 

14 that's the answer. 

15 MR. POPKIN: Okay, all right. 

16 MR. RUBIN: Yeah, on the independent third party 

17 issue, I am finding there are related questions that Witness 

18 Plunkett answered. I am not sure that Witness Needham 

19 addressed this. 

20 MR. POPKIN: And he's the one who is dealing with 

21 return receipt. I specifically said for a certified letter 

22 only. 

23 CHAIRMAN GLEIMAN: If that's the case, put these 

24 questions off until Witness Plunkett gets here. If Witness 

25 Plunkett is the proper party to answer those questions -- 
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MR. POPKIN: No, he is the return receipt party. 

But this is for a certified letter without a return receipt. 

CHAIRMAN GLEIMAN: Do we have a party who deals 

with that? 

MR. RUBIN: Witness Needham can try to respond. 

CHAIRMAN GLEIMAN: To the extent you're capable, 

let's move ahead. 

BY MR. POPKIN: 

Q Are there some mailers who are -- would find it of 

value to have an accurate date on the -- in the Post Office 

records for the delivery records? 

A Yes, I'm sure there -- sure there would be. I 

know of no reason why there wouldn't be an accurate date. 

Q Okay. 

A Would not be. 

MR. POPKIN: Okay, I have no further questions. 

CHAIRMAN GLEIMAN: Thank you. 

Thank you, Mr. Popkin. 

Is there any followup? 

[No response.1 

CHAIRMAN GLEIMAN: Followup questions from the 

Bench? I have a very few questions from the 13ench. 

Ms. Needham, on special handling, maybe you can 

help me out. I understand that the base year volume for 

special handling was somewhere in the vicinity of 67,000 
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1 pieces? 

2 THE WITNESS: That's correct. 

3 CHAIRMAN GLEIMAN: That's a drop of about 72 

4 percent from the preceding year? 

5 THE WITNESS: Correct. 

6 CHAIRMAN GLEIMAN: And despite the fact that there 

7 is a drop from the preceding year of 72 percent, for the 

8 test year you have an increase in volume before rates? 

9 THE WITNESS: yes. 

10 CHAIRMAN GLEIMAN: From 67 to 75,000 pieces? 

11 THE WITNESS: Correct. 

12 CHAIRMAN GLEIMAN: Can you explain why that would 

13 happen, given what I understand has been a rather -- a long 

14 history of rather precipitous drops in special handling? 

15 THE WITNESS: Well, I believe that the fee 

16 increase which took place for -; the special handling fee 

17 increase as a result of Docket R94-1 went into effect 

Ia January 1, 1995, which I think would explain the large drop 

19 from '95 to '96. Going from '96 to the test year before 

20 rates, it -- since we have no volume forecasts specifically 

21 for special handling mail, the only way to estimate any type 

22 of test year volumes is to use that -- use the volumes that 

23 are assigned to -- that special handling is a part of, such 

24 as standard mail A, standard mail B. 

25 CHAIRMAN GLEIMAN: So you just used volume growth 
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in standard mail generally as a proxy despite the fact, for 

example, that in 1970 there were 15 million pieces of 

special handling mail and in 1995 there were 115,000 pieces, 

ballpark? 

THE WITNESS: Correct. 

CHAIRMAN GLEIMAN: Okay. 

The unit cost for special handling has tripled 

since the R94 case. Do you think that is a real increase in 

cost or is it indicative of the fact that this is an 

extraordinarily small sample? 

THE WITNESS: No, I believe that it is fairly 

indicative. This is a pretty costly service, I believe, 

that had been under-costed prior to that. And I think that 

it's somewhat accurate. 

CHAIRMAN GLEIMAN: So you don't think it was due 

to a tripling of the wages of people who handle special 

service -- special handling? You think it was just -- 

THE WITNESS: No. 

CHAIRMAN GLEIMAN: Is there anywhere else because 

of something that was underpriced as a result of some 

confusion over the actual cost where you have had increases 

of over 200 percent, are you aware that you are proposing a 

200 percent, 220 percent increase here? 

THE WITNESS: Right. Not that I'm aware of. 

CHAIRMAN GLEIMAN: I will pick out the wrong B but 
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1 one of the B's says that you have to take into account the 

2 sticker shock, so to speak. Have you taken that into 

3 account in establishing a fee that increases by 220 percent? 

4 THE WITNESS: Yes That's why I didn't propose 

5 anything really much higher than what would cover the costs 

6 because I realize that there are special handling mailers 

7 out there that do -- do need this. 

8 CHAIRMAN GLEIMAN: If I asked you to round the 

9 number .8 to a whole number, what would you round it to? 

10 THE WITNESS: 1.0, one. 

11 CHAIRMAN GLEIMAN: And what kind of an increase 

12 percentagewise would that be from the actual number to the 

13 rounded number? 

14 THE WITNESS: 25 percent. 

15 CHAIRMAN GLEIMAN: Okay. I have no further 

16 questions. 

17 Commissioner Haley. 

ia COMMISSIONER HALEY: Good afternoon, Ms. Needham. 

19 THE WITNESS: Good afternoon. 

20 COMMISSIONER HALEY: In part 5 of your testimony 

21 on page 102 you refer to a proposed reorganization of the 

22 Special Services Section of the Domestic Mail Classification 

23 Schedule. Can you tell me whether you or the Service have 

24 considered categorizing the hazardous-material surcharge as 

25 a special service? It appears to me that that could be 
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considered a form of special handling, which has always been 

classified as special service. 

THE WITNESS: I agree with you. I do not know 

personally whether that would -- if the fee is approved 

would go into something under -- which one of these 

categories it would be into. Maybe parcel handling or 

something with respect to the categories. I'm not sure, but 

I agree that it's -- to me is similar in nature to special 

handling. 

COMMISSIONER HALEY: Okay. Thank you. I think 

that the matter's very worth pursuing, and I wanted to know 

how you felt about it. Okay? 

THE WITNESS: Thank you. 

COMMISSIONER HALEY: All right. Thank you. 

That's all. 

CHAIRMAN GLEIMAN: Commissioner LeBlanc. 

COMMISSIONER LeBLANC: Ms. Needham, just a 

clarification for me. On the stamped cards, you went up 

2-cent fee per stamped card, right? 

THE WITNESS: Correct. 

COMMISSIONER LeBLANC: And if I understand that 

right, that gives you a cost coverage of 254 percent; right? 

THE WITNESS: Correct. 

COMMISSIONER LeBLANC: Why not just go up 1 cent? 

Because if my calculations are right, that's I25 percent 
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cost coverage. 

THE WITNESS: Well, the way I had determined it 

was pretty close to being exactly one penny for the cost, 

and the next -- in order to make a contribution above the 

cost in my testimony that's why I proposed to go up another 

penny, since we're dealing with such a -- you know, one 

penny here makes a big difference in the cost coverage. 

COMMISSIONER LeBLANC: Well, didn't you cover your 

manufacturing costs and everything else on one cent? 

THE WITNESS: You do cover costs. You don't make 

any contribution really. 

COMMISSIONER LeBLANC: And the last question is 

that on the money orders we proposed Ill-percent in '94 if 

my memory serves me right, check and so forth. You've got a 

cost coverage of 203, and yet you didn't change any of the 

fees. Why? 

THE WITNESS: Well, that's perhaps because the 

cost coverage was calculated not using the revenue -- all of 

the revenue that goes into money orders. If _- aside from 

the fee revenue, the revenue just strictly from the fees, 

there's also revenue associated with interest on the income 

until the money order's cashed. 

COMMISSIONER LeBLANC: Urn-hum. 

THE WITNESS: There's revenue from unredeemed 

money orders. And there's also revenue from commissions on 
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international money orders. 

COMMISSIONER LeBLANC: So that's your increase? 

THE WITNESS: Exactly. 

COMMISSIONER LeBLANC: Okay. Thank you very much. 

THE WITNESS: Thank you. 

COMMISSIONER LeBLANC: Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Ms. Needham, I need to ask you 

another question. I apologize. But I'll try not to prolong 

things. On the COD charges you propose raising them 50 

cents across the board basically to maintain the current 

relationship. Do I understand correctly that there's no 

real cost base for these fees as current -- as: proposed or 

as currently employed? 

THE WITNESS: Well, we have a total cost for COD, 

but not individually by value level. 

CHAIRMAN GLEIMAN: Okay. Is there any reason to 

believe that the cost of COD actually bears some 

relationship to the value of the materials being delivered 

or the items being delivered? 

THE WITNESS: Well, I think in terms! of collecting 

the money, particularly if it's cash, it is more costly to 

collect higher sums of cash than -- just from personal 

experience I remember you try to get COD payments and people 

kind of well, hold on, let me go grab some money out of the 

cookie jar, oh, wait a minute, I need to get a little more 
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from here and there. So you could be standing waiting at 

somebody's door for, you know, five minutes or more while 

they're trying to pull together the money to pay for it. 

CHAIRMAN GLEIMAN: But that could be the same for 

$50 that someone didn't anticipate having to come up with on 

a moment's notice as opposed to $600. 

THE WITNESS: Yes, but I think it's -- personally 

I feel it's more likely the higher the amount. 

CHAIRMAN GLEIMAN: But there's no ac!tual study 

that shows any relationship with the time? 

THE WITNESS: No. 

CHAIRMAN GLEIMAN: Okay. Thank you very much. 

THE WITNESS: Thank you. 

CHAIRMAN GLEIMAN: Is there any followup as a 

consequence of questions from the bench? 

FURTHER CROSS EXAMINATION 

BY MR. CARLSON: 

Q Just one question. I'd like to follow up on 

something that Commissioner LeBlanc just mentioned. Do you 

believe that the 254-percent cost coverage that's proposed 

for stamped cards is sufficient? 

A I believe it's sufficient for the service. 

Q Are you familiar with Interrogatory DFC 

USPS-T-5-2(b), Attachment 1, where the total processing cost 

plus manufacturing cost for postal cards in fiscal year 1996 
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A NO. I mean, I’m not familiar with that 

interrogatory response. 

Q So if the manufacturing costs and processing costs 

for postal cards were in fact 7.6 cents, and it were to cost 

23 cents for a person to purchase a stamped card if the 

proposals in this case were approved, we'd have a cost 

coverage of approximately 303 percent? If the math works 

out. Does it make sense that if the cost is 7.6 cents and 

the person has to pay 23 cents that the cost coverage would 

in fact be 303 percent? 

A This has to deal with the rate. Mine is strictly 

dealing with the fee. That's the rate for a stamped card. 

Q Okay. Thank you. 

A Thank you. 

CHAIRMAN GLEIMAN: Any other followup? 

[No response. 1 

CHAIRMAN GLEIMAN: If there is none, that brings 

us to redirect. 

Do you want some time with your witness? 

MR. RUBIN: Yes. Can we have 10 minutes? 

CHAIRMAN GLEIMAN: You've got 10 minutes. 

[Recess. 1 

CHAIRMAN GLEIMAN: Mr. Rubin? 

Let's buzz everybody and let the know. 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



748 

1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

la 

19 

20 

21 

22 

23 

24 

2.5 

REDIRECT EXAMINATION 

BY MR. RUBIN: 

Q Chairman Gleiman asked about special handling 

volumes and costs. As the special handling fee goes up and 

the volumes go down, might there be a level at which the 

volume would stabilize? 

A I -- I believe so. As the -- as the fee goes up 

__ and the fee took a very large jump, a 200-percent 

increase, as a result of docket R94-1 -- you would tend to 

move out -- you would move the -- the less costlier pieces 

of special handling and then you'd be left with the really 

costly live animals. 

Q So, the -- 

A So, the -- 

Q So, the -- 

A I -- I believe that the -- the -- right now, it's 
-4w 

-- you know, the mailers that are going toAleft are the -- 

the -- the ones that have the costlier special handling that 

need to -- that need to use it for the -- for the honeybees, 

the -- the baby chicks, and that's probably flattened out 

now, as the other ones have -- have diverted to -- as the 

other mailers who would have typically used special handling 

for whatever have -- have gone -- gone elsewhere. 

Q Thank you. 

Commissioner LeBlanc asked you about the 
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254-percent cost coverage you present for stamped cards. Do 

you believe that the costs underlying that cost coverage are 

typical of the past few years' manufacturing costs for 

stamped cards? 

A NO. Actually, as was presented in docket number 

MC96-3, for quite some time, historically, the costs were in 

excess of a penny, manufacturing costs for -- Ear stamped 

cards. 

In my -- in my testimony, I used the test year 

manufacturing costs and I used the FY '96 base year volume, 

because the volume that has been forecast appe,ared to be 

very high, and I didn't -- it -- it didn't look like an 

accurate volume. 

I couldn't really get an explanation for why the 

forecast volume was so -- so high the test year after rates. 

so, that's why I, in -- in calculating my cost, ended up 

with one penny using -- using '96 base year volume with the 

test year manufacturing costs. 

MR. RUBIN: Thank you. I have no more questions. 

THE WITNESS: Thank you. 

CHAIRMAN GLEIMAN: Is there any followup as a 

consequence of redirect? 

Mr. Carlson? 

MR. CARLSON: One question. 

BY MR. CARLSON: 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 

2 

3 

4 

5 

6 

7 

a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

la 

19 

20 

21 

22 

23 

24 

25 

750 

Q You testified that, in previous years, the 

manufacturing costs for stamped cards was, quote, "in excess 

of a penny," end quote. Is it true that, in MC96-3, the 

cost was approximately 1.175 cents? 

A Correct. 

MR. CARLSON: Thank you. 

I have nothing further. 

CHAIRMAN GLEIMAN: Is there any further followup 

as a consequence of redirect? 

[No response. 1 

CHAIRMAN GLEIMAN: If there is, then I want to 

thank you, Ms. Needham. We appreciate your appearance here 

today and your contributions to our record, and if there's 

nothing further, you're excused. 

THE WITNESS: Thank you. 

CHAIRMAN GLEIMAN: And just let me say as we close 

out the part of the hearing where we're dealing with special 

handling, so that we can lighten things up a little bit for 

-- for the day, that a woman in the admin office caught me 

the other day as I handed her a stack of letters that we've 

received that are on their way into the commenter file from 

the poultry industry, and she said did you ever wonder where 

that saying, the chick is in the mail, came from? Now we 

know. 

Thank you, Ms. Needham. 
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[Witness excused. 1 

CHAIRMAN GLEIMAN: Mr. Tidwell, I guess you've got 

the next witness? 

MR. TIDWELL: Postal Service calls Michael W. 

Miller to the stand. 

CHAIRMAN GLEIMAN: Mr. Miller, can I catch you 

before you sit down? 

MR. MILLER: Sure. 

CHAIRMAN GLEIMAN: Would you raise your right 

hand, please? 

Whereupon, 

MICHAEL W. MILLER, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

CHAIRMAN GLEIMAN: Please be seated. 

MR. TIDWELL: OCA and the Postal Service have 

united on .-- on this issue. 

CHAIRMAN GLEIMAN: On more than one occasion, 

they've united, as I recall. 

DIRECT EXAMINATION 

BY MR. TIDWELL: 

Q Mr. Miller, on the table in front of you is two 

copies of a document entitled "The Direct Testimony of 

Michael W. Miller on behalf of the United States Postal 
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Service." It's been designated as USPS-T-23 for purposes of 

this proceeding. 

Was that document prepared by you or under your 

supervision? 

A Yes, it was. 

Q And if you were to give that -- the testimony in 

that document today orally, would that testimony be the 

same? 

A Yes, it would. Oh, with one exception, I'm sorry. 

I'm sorry. There was one exception to my testimony. 

In Exhibit B, on page 13 -- in Exhibit B, on page 

13, if you look under number six, accept and upgrade rates, 

the very last rate for MPBCS/DBCS acceptance specifies the 

source as library reference H-11 -- or, I'm sorry, H-130, 

and it should be changed to H-113. 

Q And is that the only correction to your testimony? 

A Yes, it is. 

MR. TIDWELL: Mr. Chairman, with that, we would 

move into evidence the direction testimony of Mr. Miller. 

CHAIRMAN GLEIMAN: Is there any objection? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Mr. Miller's 

testimony and exhibits are received into evidence, and I 

direct that they'll be accepted into evidence, and as is our 

practice, they will not be transcribed into the record. 
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[Direct Testimony of Michael 

W. Miller, Exhibit No. 

USPS-T-23 was marked for 

identification and received 

into evidence.] 

CHAIRMAN GLEIMAN: By the way, Mr. Tidwell, if you 

ever decided that you wanted to take up permanent residence 

on that side of the room, we would not be upset. 

Mr. Miller, have yo had an opportunity to examine 

the packet of designated written cross examination that was 

made available to you earlier this morning? 

THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: If these questions! were asked 

of you today, would your answers be the same'as! those you 

previously provided in writing? 

THE WITNESS: Yes, with two exceptions. 

In -- in the first case, OCA interrogatory number 

three, the second sentence in my response should state, this 

figure was taken from United States Postal Service library 

reference H-113, and -- and in the second case, in OCA 

interrogatory number four, the first sentence should read 

United States Postal Service library reference H-113 did not 

analyze MPBCS/DBCS rates based on specific mail types. 

MR. TIDWELL: The Postal Service would note that 

the witness just basically is correcting errors in three 
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instances, one in the testimony, two in the interrogatory 

responses, where he inadvertently referred to one one and he 

inadvertently referred to one three zero instead of one one 

three, and we have made the corrections in pen to the 

designated interrogatory packages. 

CHAIRMAN GLEIMAN: If you could please provide 

those copies to the Reporter, I will direct that they be 

accepted into evidence and transcribed into the record at 

this point, and I apologize to you, Mr. Tidwell. Our 

microphone problem has robbed us of our standup mike. I 

don't mean to inconvenience people that way. 

[Designation of Written 

Cross-Examination of Michael W. 

Miller was received into evidence 

and transcribed into the record.1 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DlXGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS MICHAEL W. MILLER 
(USPS-T-23) 

The parties listed below have designated answers to interrogatories directed to witness Miller as 
written cross-examination. 

&ty Answer To Interrogatories 

Office of the Consumer Advocate OCA\USPS: Interrogatories T23-3-7. 
BUGKJSPS: Interrogatories T23-l-13. 
DFC\USPS: Interrogatories T23-l-9. 
NAAWSPS: Interrogatories T23-land 2. 

Respectfully submitted, ~/- 

Margaret P. Crenshaw 
Secretary 
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RESPONSE OF UNITED STATES POSTAL SERVICE WlTNE.SS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-1. On page 3 (Lines 8-10) of your testimony you indicate that you 
measured Prepaid Reply Mail (“PRM”) cost savings “up to the point where PRM and a 
handwritten First-Class reply letter receives its first barcoded sortation on a BCS.” 
Does this mean that your models disregard any additional cost savings that PRM 
provides after the outgoing primary sort? Please explain any no answer. 

The models themselves did not include any additional cost avoidance beyond the first 

barcoded sortation, However, I attempted to account for this additional cost avoidance 

through the application of the First-Class non-carrier route presort CRA adjustment 

factor as developed by USPS witness Hatfield (USPS-T-25). As stated in my testimony 

(page 9, lines 8-11). “The application of this factor is appropriate since the models do 

not consider some elements which would have contributed to further increasing the 

cost avoidance. These elements include: bin capacity constraints, barcoding 

limitations, REC keying errors, system failures, and REC productivii,y.” 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-2. On page 3 of your testimony you discuss the Advanced Facer 
Canceler System (AFCS) operation that culls, faces, cancels, and sorts collection 
letters. What is the productivity and unit cost to perform this function? 

RESPONSE: 

The costs related to AFCS cancelation operations would be the same for both a 

handwritten reply mail piece and a Prepaid Reply Mail piece. As a result, these costs 

were not included in my testimony. Furthermore, I am not aware of any study that has 

been conducted to identify the costs associated with AFCS operations. 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-3. On pages 8 and 9 of your testimony you discuss how you 
reconciled your model costs to the CRA For PRM you applied the First-Class Non- 
Carrier Route Presort CRA adjustment factor of 1.1586. 

(4 Please refer to Exhibit USPS-T-23D. How did you obtain your adjustment 
factor of 1.1586 for handwritten letters? Please explain your answer. 

(b) Did you apply a “fixed” cost adjustment factor to each of your model 
costs, in the same way that USPS witness Hatfield did? (See USPS-25A, 
page 1). If so, please explain. If not, please explain why not. 

RESPONSE: 

The testimony included on pages 8 and 9 did not actually reconcile my model costs to 

actual CRA data for First-Class single-piece mail. It was not possible to perform this 

calculation due to the fact that full-scale models could not be created. The First-Class 

non-carrier route presort CRA adjustment factor of 1.1586 was applied as an alternative 

to account for the fact that some elements were .not modeled which could have 

contributed to further increasing the cost avoidance (page 9, lines 8.,9). 

(4 The adjustment factor used for handwritten letters was the same factor that was 

used for PRM. In both cases the First-Class non-carrier route presort CRA 

adjustment factor (see USPS-25A. page 1) was used. 

(b) A ‘fixed” cost adjustment factor was not applied to the model (costs for either 

the handwritten reply mail benchmark or PRM because it would not have 

affected the magnitude of the cost avoidance. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T234 On page 9 of your testimony, you note that your models assume 
that handwritten and prebarcoded letters are processed to the same depth of sort Do 
you agree that if PRM can be sorted to the addressee in fewer sorts I:han handwritten 
letters, such an assumption causes you to understate the derived PR,M cost savings? 
Please explain any no answer. 

RESPONSE: 

Although it was not explicitly stated in this section of my testimony (page 9, lines 12- 

13), I was referring to handwritten and prebarcoded “reply” mail pieces. Given that fact, 

I agree that these savings might have been understated were a PRM mail piece to be 

finalized in fewer sortations than a handwritten reply mail piece. I dc not, however, 

agree that this situation would actually occur. The point at which a mail piece is 

finalized is dictated by mail volume. A high volume reply mail recipient would receive 

the same total volume whether households used preapproved, prebslrcoded reply 

envelopes or handwritten reply envelopes. Therefore, the mail pieces in both 

scenarios should both be finalized at the same point in time (e.g., the first barcoded 

sortation, the second barcoded sortation, etc.). 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-5. On pages 9 and 10 of your testimony, you discuss barcode 
percentages, REC keying errors, system failures, and REC productivity. Do you agree 
that for each of these situations, your models tend to understate the cost differences 
between PRM letters and handwritten reply letters. Please explain any no answer. 

RESPONSE: 

Yes. However, I attempted to account for the impact these situations might have had 

on the cost avoidance through the application of the First-Class noncarrier route 

presort CRA adjustment factor. 



761 

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS C,OMPANY 

BUG/USPS-T23-6. USPS witness Fronk testified that PRM recipients will need to 
receive a certain “break-even” volume such that the unit postage savings will offset the 
monthly accounting fee charges. (See USPS-T-32, page 43.) Witness Fronk used a 
break-even volume of 200,000 pieces annually in his Workpaper Ill 

(a) 

(b) 

(a 

(4 

(e) 

(f 1 

(9) 

(h) 

0) 

Do you agree with USPS witness Fronk that recipients who wish to join the PRM 
program are likely to receive significant volumes of mail? Plsiase explain any no 
answer. 

Do you agree that PRM recipients who receive mail in “bulk” quantities are 
likely to be assigned their own 5-digit ZIP code destination? Please explain any 
no answer. 

Do you agree that PRM recipients who receive mail in “bulk” quantities, if they 
are not assigned their own unique 5-digit ZIP code, are likely to be assigned 
their own g-digit ZIP code destination? Please explain any no answer. 

Do you agree that PRM recipients who receive mail in “bulk” quantities are 
likely to obtain a final sort to addressee in the incoming secondary sort and by- 
pass the carrier sequencing operations? Please explain any no answer. 

Do you agree that PRM recipients who receive mail in “bulk” quantities are 
likely to obtain a final sort to addressee in the incoming primav sort and by- 
pass the incoming secondary sort and carrier sequencing operation? Please 
explain any no answer. 

Do you agree that PRM recipients who receive mail in “bulk” quantities, 
particularly if the mail is local, are likely to obtain a final sort to addressee in the 
outgoing primary sort and by-pass the incoming primary, incoming secondary, 
and carrier sequencing operations? Please explain any no answer. 

Do you agree that PRM recipients who receive mail in “bulk” qwlntities are 
likely to have their mail addressed to a post office box rather thaln have their mail 
delivered by a carrier? Please support your answer. 

What proportion of advance deposit Business Reply Mail is currently addressed 
to a post office box? 

USPS witness Hume testified that First-Class letters cost about 5 cents to 
deliver. (See USPS-18A, page 6 (Line 16, Column I)). Do you agree that PRM 
letters delivered in “bulk” quantities and which are addressed to post office box 
will save the Postal Service a delivery cost of about 5 cents? Please explain any 
no answer. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNE:SS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

ti) Can you confirm that your models do not measure any cost savings for PRM 
which might result from PRM being delivered in “bulk” quantities and to a post 
office box (or firm holdout)? If not, please explain. 

RESPONSE 

(4 Yes. 

(b). (4 I do not know the percentage of mail recipients that arse assigned either a 

S-digit or g-digit ZIP code destination, nor am I familiar with how those 

assignments relate to mail volume. 

03, (e), (f) It is expected that PRM will be finalized in either the incoming secondary, 

incoming primary, or outgoing primary operation based on mail volume. 

(9) I would agree that large volume mail recipients would be more likely to 

have their mail delivered to a post office box rather than have their mail 

delivered by a carrier. 

(h) I do not know the percentage of BRM that is addressed to a post office 

box. 

(0, 0) My testimony measures the mail processing cost avoidance only. 

However,,the inclusion of delivery costs in my testimony would not have 

affected the cost avoidance as the same manner of daalivery would have 

been used for both the handwritten reply mail piece and the PRM mail 

piece. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-7. It is our understanding that, by definition, PRM will never receive 
free forwarding at the proposed PRM rate of 30 cents. 

lb) 

(cl 

(d) 

(e) 

Do you expect that PRM will ever receive forwarding? If yes, please explain how 
this will be accomplished and the rationale for allowing this mail to be forwarded 
with the recipient being charged only 30 cents. 

Does a handwritten reply letter receive free forwarding and return service? 
Please explain any no answer. 

Please confirm that your models do not measure any cost difference or cost 
savings resulting from handwritten reply letters getting fotwarcled and PRM 
never receiving forwarding? Please explain any no answer. 

Please confirm that your models do not measure any cost savings resulting from 
handwritten reply letters requiring use of the central mark-up r.ystem to print 
fonvarding addresses and PRM never requiring use of this system? Please 
explain any no answer. 

Can you quantify any savings that PRM provides since this mail will not incur 
forwarding or central mark-up charges? Please provide support for your answer. 

RESPONSE 

(al 

(b) 

(cl 

(d) 

(e) 

I do not know how oflen PRM will require forwarding and am not familiar 

with the basis for your understanding. 

Yes. Like other First-Class mail pieces, handwritten reply mail pieces do not 

incur any additional charges for forwarding and return services. 

Confirmed. 

I am aware of no basis for attempting such a measurement. 

See my response to (a). 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-8. Please confirm that your models do not measure any cost savings 
caused by handwritten reply letters incurring window service costs for mailing and 
stamp sales whereas PRM does not? Please explain any no answer. 

RESPONSE: 

Confirmed 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-9. You list the productivities that you used as inputs to your model in 
EXHIBIT USPS-T-23-B. 

Please confirm that you adjusted upward the actual productivities, in a manner 
similar to that employed by USPS witness Hatfield (see USPS-T-25, pp. 8-10) 
to reflect the Postal Service’s proposed cost methodology whereby USPS labor 
costs are not 100% attributable? If you cannot confirm, please explain. 

Did you perform your analysis using actual (unadjusted) productivities? If so, 
please provide those results, 

If your answer to part (b) is no, please confirm that had you used the unadjusted 
productivities, the cost savings derived for PRM would be higher? 

If your answer to part (b) is no, please provide the unadjusted productivities for 
each of the operations included in your cost models. 

RESPONSE: 

(4 With the exception of the REC keying productivity, my models use the same 

productivity inputs as USPS witness Hatfield (USPS-T-25, page 8, lines 23-24) 

which “show volume variabrlities for certain mail processing operations that are 

less than 100 percent.” The REC keying operation was deterrnined to be a 

100% volume variable operation. Therefore, there is no difference between the 

actual productivity and the volume variable productivity. 

(b) No. 

Cc) Confirmed. 

(4 This information can be found in USPS LR-H-113, p. 100, column E. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-10. Under the Postal Service’s PRM proposal postage is to be paid 
by advanced deposit account. 

(a) Will any interest be paid on excess funds kept in PRM advance deposit 
accounts? 

(b) If your answer to part (a) is no, will the Postal Service experience a financial 
benefit from excess postage being kept in PRM advance deposit accounts? 

Cc) If your answer to part (b) is yes, can you quantify any financ:ial benefit that the 
Postal Service will enjoy from excess postage being kept in PRM advance 
deposit accounts? Please provide support for you answer. 

RESPONSE: 

(a) I am not familiar with the specific requirements of advanced deposit accounts or 

what would be considered “excess” funds. 

(b) See response to (a). 

(c) See response to (a). 



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-11. Please refer to your responses to BlJGIlJSPST234 and 6. 
Please confirm that your model examines the cost differences between two pieces of 
reply mail, one hand-addressed and the other prebarcoded and automatron compatibles 
In addition, each of these pieces includes all of the cost savings attributes exhibited in 
general of reply mail pieces that are delivered to a recipient in very large quantities. If 
you cannot confirm, please explain, 

RESPONSE: 

My testimony measures the mail processing cost avoidance between a preapproved, 

prebarcoded reply mail piece and a handwritten reply mail piece. The delivery 

attributes would have been the same for both mail pieces and were not included in my 

testimony as they would not have contributed to further increasing the magnitude of the 

cost avoidance 
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INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-12. Please refer to your responses to BUG/USPS-.T23-1,3 and 5: 

(a) Is the reason why you applied USPS witness Hatfield’s First-Class non-carrier 
route presort CRA adjustment factor of 1.1586 (See Exhibit USPS25A, page 2.) (1) to 
account for bin capacity constraints, barcoding limitations, REC keying errors, system 
failures, and REC productivity, or (2) to account for other variable costs that your (and 
Mr. Hatfield’s) cost models do not pick up but which contribute to further increasing the 
cost avoidance, or (3) both (1) and (2). If your answer is not (3), please explain. 

(b) Do you agree that Mr. Hafield’s First-Class non-carrier route presort CRA 
adjustment factor of 1 .1586 was derived “to account for the difference in cost between 
the benchmark (CRA unit cost) and the models”? (USPS-T-25, ~5). If not, please 
explain. 

(c) Do you agree that when Mr. Hatfield derived his First-Class non-carrier route 
presort CRA adjustment factor of 1.1586, he measured CRA cost pcols for First-Class 
non-carrier route presorted letters. If you do not agree, please explain. 

(d) During the Base Year in this proceeding, what percentage of First-Class non- 
carrier route presorted letters had handwritten addresses? Please provide a source for 
your answer or estimate. 

(e) Please identify which cost pools shown in USPS-T-25 Appendix V, p. 3 are affected 
by letters that have handwritten addresses. 

(f) Please identify where in Mr. Hatfield’s cost models he measured costs associated 
with handwritten addressed letters whose costs are affected by bin rapacity restraints, 
barcoding limitations, REC keying errors, RBCS system failures and REC productivity. 

RESPONSE: 

(a) I did not develop full-scale models because single piece density information was not 

available at the time of the filing. Therefore, I was not able to compare the model costs 

to single piece CRA unit costs. I applied the First-Class noncarrier route presort CRA 

adjustment factor to show that, had full-scale models been developed, there would 

have been differences between the model costs and the CRA costs. Some of the 

reasons why these cost differences might have occurred include: birl capacity 

constraints, barcoding limitations, REC keying errors, system failures, and REC 
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productivity. The cost avoidance would have decreased from 4.016 cents to 3,466 

cents were the CRA adjustment factor not to have been applied. 

(b) Yes. 

(c) Yes. 

(d) I am not aware of any study that has attempted to analyze the amount (if any) of 

First-Class non-carrier route presort mail pieces that might contain handwritten 

addresses. By applying the First-Class non-carrier route presort CR/~ adjustment 

factor, I was not attempting to imply that mail pieces within this rate category had 

handwritten addresses, I was trying to illustrate the general concept that there will 

always be a difference between mail processing model costs and CRA unit costs. CRA 

adjustment factors can be used to account for those differences. Since I was not able 

to develop a single piece CRA adjustment factor, I used the First-Class non-carrier 

route presort adjustment factor to estimate any possible differences. The cost 

avoidance would have decreased from 4.016 cents to 3.466 cents were the CRA 

adjustment factor not to have been applied. 

(e) My testimony did not involve an analysis of these cost pools. I am not aware of any 

study that has attempted to determine how these costs are affected (if at all) by letters 

with handwritten addresses. 

(f) I am not aware of any point within Mr. Hafield’s testimony where !:he specific costs 

associated with bin capacity constraints, barcoding limitations REC keying errors, 

RBCS system failures, and REC productivity were identified. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF BROOKLYN UNION GAS COMPANY 

BUG/USPS-T23-13. Please refer to your response to BUG/USPS-T-23-7 

(a) How will the Postal Service handle an “old” PRM letter that is addressed to a 
recipient who has moved (1) if the recipient no longer agrees to pay for PRM, or (2) if 
the recipient still pays for PRM but at a different location from the address on the PRM 
letter in question? 

(b) How will the Postal Service handle an “old” PRM letter that is addressed to a 
recipient who has not moved but no longer agrees to pay for PRM? 

(c) Please state the percentage of First-Class nonpresorted letters that were forwarded 
or returned during the Base Year in this proceeding. Please provide ,the source of 
information. 

(d) Please state the percentage of First-Class presorted or automated letters that were 
forwarded or returned during the Base Year in this proceeding. Please provide the 
source of your information. 

RESPONSE: 

(4 Any First-Class single piece mail piece that has been address,ed to a recipient 

that has moved would be subject to the Postal Computerized Forwarding System 

(CFS). In most cases, large volume recipients would not have distributed reply 

envelopes with outdated addresses. In other instances, when Postal employees have 

been made aware of potential addressing problems, sort plans can be constructed 

which send both the old and new address to the same bin. In cases <where the postage 

associated with a PRM mail piece has not been accounted for and the recipient refuses 

to pay the postage, that mail piece will be returned to sender for adequate postage at 

the full single-piece rate 

P) As stated in (a), in cases where the postage associated with a PRM mail piece 

has not been accounted for and the recipient refuses to pay the postage, that mail 

piece will be returned to sender for adequate postage at the full single-piece rate 
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(c), (d) Please reference the response to ABA&EEl&NAPMIUSPS-T25-29. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-1. 

a. Please confirm that some mail will reject from the MPBCS-OSS because the 
RBCS ID tag did no! print properly on the reverse side of the mail piece. 

b. Please confirm that a slick or glossy surface on the reverse side of a mail piece 
is one reason why the RBCS ID tag might not print properly on a mail piece. 

C. Please confirm that the mail described in part (a) may be directed to an LMLM so 
that a label can be applied to the reverse side of the mail piece. 

d. Of the mail described in part (a) that is directed to an LMLM. @ease estimate the 
percentage that is successfully processed through RBCS thereafter. 

e. Please estimate the percentage of the mail described in part (a) that is directed 
to a manual sorting operation instead of an LMLM or that is directed to an LMLM but 
cannot subsequently be processed successfully through RBCS (and then is directed to 
a manual sorting operation). 

RESPONSE: 

a. b. Some mail pieces will be rejected because the MPBCS-OSS cannot read the ID 

tag. I am not aware of any study, however, that has analyzed the reason(s) why this 

might actually occur, including whether the ID tag did not “print properly.” 

C. Confirmed. 

d. The percentage of LMLM mail that is accepted on the MPBCS-OSS when it is 

reprocessed was not included in the accept and upgrade rates stud,y (USPS LR-H-130) 

In my testimony, I used the MPBCS-OSS accept rate (87.35%) to estimate this 

percentage 

e. The accept and upgrade rates study (USPS LR-H-130) quantified the 

percentage of mail that was rejected on the MPBCS-OSS and seni. to manual 

operations (0.95%). It did not, however, include a breakdown as to the reasons (e.g., 

an unreadable ID tag) why those mail pieces were rejected. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-2. Please refer to your testimony at pages 4-5. 

a. Of the MPBCS-OSS rejects that are due to verifier errors for the Postnet bar 
code, please estimate the percentage of this mail that is directed to an LMLM machine 
and is successfully processed through RBCS thereafter. 

b. Please confirm that not all MPBCS-OSS mail that rejected because of verifier 
errors can be processed on the LMLM in the late hours of an operation due to 
processing windows and dispatch schedules. 

C. Please confirm that some verifier errors are caused by glossy or slick surfaces 
on mail pieces that prevent successful application of the Postnet bar code directly onto 
the surface of the mail pieces. 

d. Please confirm that some verifier errors on picture post cards of the type that 
people send while they are on vacation are caused when handwriting encroaches on 
the bar-code clear area. 

RESPONSE: 

a. The percentage of LMLM mail that is accepted on the MPBCS-OSS when it is 

reprocessed was not included in the accept and upgrade rates study (USPS LR-H-130). 

In my testimony, I used the MPBCS-OSS accept rate (87.35%) to estimate this 

percentage 

b. Confirmed 

C. Some verifier rejects may occur on mail pieces with glossy/slick surfaces. I am 

not aware of any study, however, that has attempted to correlate MPBCS-OSS verifier 

errors to this specific mail piece characteristic. 

d. Confirmed 
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INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-3. 

a. Please confirm that some mail has a surface texture that is glossy or slick 
enough to require the mail piece to be routed to an LMLM to apply a label on both the 
front side and reverse side of the mail piece. 

b. Please confirm that the situation described in part (a) normally occurs after the 
mail piece makes at least two passes through the MPBCS-OSS -that is, on one pass 
the problem with applying an RBCS ID tag is encountered, and on another pass the 
problem with spraying a Postnet bar code is encountered. 

C. Please confirm that glossy picture post cards of the type that people send while 
they are on vacation often must be routed to an LMLM to apply a label on both the front 
side and.reverse side of the mail piece. 

RESPONSE: 

a. Any mail piece that would require a LMLM label to be afixed over both the ID tag 

and the Postnet bar code would have had to be routed through som3 RBCS elements 

three times in order to receive a “good” bar code. The time constrailits involved with 

RBCS processing would, in all likelihood, prevent this from actually occurring. Most 

facilities isolate MPBCS-OSS errors and process them separately. If such a mail piece 

were rejected a second time on the MPBCS-OSS, even if it were for a different reason, 

it would probably be sent to a manual sortation operation rather than routed back 

through RBCS. 

b. Were this situation to actually occur, at least two MPBCS-OSS passes would be 

required. 

C. As stated in a., most MPBCS-OSS errors would only be reprocessed through 

RBCS once and would be diverted to manual operations if rejected a second time 

Therefore, the application of two LMLM labels, though possible, is an unlikely situation 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-4. 

a. Please describe the characteristics, including surface texture, size, and type (i.e., 
card or letter), of the mail that often is routed to an LMLM. 

b. Are cards represented at the LMLM in a proportion greater than their proportion 
in the entire automated mail stream? 

C. Of all the mail that is diverted from RBCS manual sorting operations, are cards 
diverted in a greater proportion than their proportion in the entire automated mail 
stream? 

RESPONSE: 

a. Mail pieces are rejected on the MPBCS-OSS and sent to the LMLM when two 

types of errors occur: Postnet “verifier errors” and “ID tag unreadable” errors. The 

LMLM is used to affix a label over the front of the mail piece in the first situation and 

over the back of the mail piece in the second situation. The reasons why these mail 

pieces are rejected, however, varies a great deal. I am not aware of any study that has 

been conducted which correlates MPBCS-OSS errors to specific mail piece 

characteristics. Therefore, I have no basis for discussing which specific characteristics 

would result in more frequent LMLM processing. 

b. I am not aware of any data which would provide a basis for answering this 

question. 

C. I am not aware of any data which would provide a basis for anwering this 

question. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-5. 

a. Please estimate the percentage increase in processing cost each time a mail 
piece must be routed to a LMLM. This cost should include the extra pass or passes 
that this mail must make through an MLOCR-ISS or MPBCS-OSS after the label is 
applied. 

b. All else being equal, to the extent that customers who presently prepare mail that 
must be processed on a LMLM at least once instead prepared their mail in a manner 
that obviated the need to route that mail to a LMLM, would processing costs for that 
mail decline? 

RESPONSE: 

a. I am unable to answer this question. In order to determine a “percentage 

increase in processing cost,” it would have been necessary to develop complete models 

in my testimony. As stated in my testimony (page 3, lines 6-8) “It is not possible to 

develop extensive mail flow models as no single-piece density information is currently 

available.” 

b. Yes, However, it would be difficult to determine (at the time the mail pieces are 

prepared) whether those mail pieces would be processed on the LMLM and/or the 

future mail characteristics changes that would be required for those mail pieces to avoid 

all LMLM processing 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-6. Please confirm that the flimsiness of some private post cards 
sometimes causes problems for automated processing. 

RESPONSE 

The “tlimsiness” of a mail piece, whether it be a letter, card, or flat, c,an sometimes 

cause problems for automated processing. In order to fully understand the extent to 

which the “flimsiness” of a card affects automation, mail pieces with this specific 

characteristic would have to be identified, isolated and processed separately. Such an 

analysis would be difficult to conduct as these types of mail pieces are currently mixed 

with other cards and/or letters that have varied characteristics. To the best of my 

knowledge, this type of analysis has not been conducted. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-7. Please confirm that the color or reflectance of the card stock used 
for private post cards sometimes causes problems for automated processing. 

RESPONSE 

The color and/or reflectance of a mail piece, whether it be a letter or a card, can 

sometimes cause problems for automated mail processing. This fact is especially 

evident during December when high volumes of greeting cards are being processed. 

As a result, many field sites attempt to isolate these mail pieces and divert them directly 

to manual sortation operations. In my experience, the darker colors seem to cause the 

most problems. The Postal Service has, however, attempted to minimize the impact 

color and reflectance have on automated processing in some operations, The 

Grayscale Camera described by USPS witness Moden (USPS-T-4, p. 5, line 24) is an 

example of a project that has been initiated to achieve this end. 
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TO INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-8. Comparing stamped cards with private post cards, please confirm 
that private post cards are less likely than stamped cards to cause processrng 
problems for the OCR and RBCS that are due to extraneous matter in the bar-code 
clear zone or the OCR read area. 

RESPONSE: 

This response assumes that “stamped cards” refers to cards which can be purchased 

from the USPS where the proper postage has already been affixed to the mail piece, 

“Private post cards” is assumed to refer to those post cards where individuals affix the 

postage to the mail piece themselves. 

Stamped card and private post card users are responsible for addressing each mail 

piece themselves and, if the bar code zone is not clearly marked on the mail piece, can 

either write an address by hand or affix a label in a manner that interferes with the bar 

code clear zone. As a result, both stamped cards and private psi cards can 

experience a processing problem because extraneous matter encroaches into this 

area. 
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TO INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T23-9. Comparing stamped cards to private post cards, please confirm 
that stamped cards, on average, pose fewer obstacles to automated processing than 
private post cards and, therefore, can be processed at a lower cost than private post 
cards. 

RESPONSE: 

This response assumes that “stamped cards” refers to cards which can be purchased 

from the USPS where the proper postage has already been affixed to the mail pieces 

“Private post cards” is assumed to refer to those post cards where individuals affix the 

postage to the mail piece themselves 

It seems that both mail pieces could possibly contain extraneous matter which might 

interfere with the Postnet bar code and/or the ID tag bar code. On the address side of 

the mail piece, as discussed in my response to DFCIUSPS-T23-8, it is possible that 

both types of cards might contain Postnet bar code interference depending on where 

the address is placed by the user. In addition, the reverse side of these mail pieces 

would contain either text/graphics (stamped cards) or pictures/graphics (private post 

cards) - both of which could interfere with the ID tag bar code. I have not studied what 

any related mail processing cost differences might be behveen these hvo types of 

cards. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF NEWSPAPER ASSOCIATION OF ,AMERlCA 

NAAIUSPS-TZ3-1. Please confirm that your calculation of mail processing cost 
avoidance for Qualified Business Reply Mail (QBRM) and Prepaid Reply Mail (PRM) of 
4.016 cents is a single estimate that applies equally lo both types of mail, rather than 
an average of two different estimates of costs avoided. If you cannot confirm, please 
explain. 

RESPONSE: 

Confirmed. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAAJSPS-T23-4. What is the reject rate for prebarcoded reply ma I? If the rate is 

unknown, please explain why it is unknown 

RESPONSE: 

~~0.acceptand.upgrade-+atesstudy~USPS LR-H-PO) did not analyze MPBCSlDBCS 

rates based on specific mail types (e.g., prebarcoded reply, prebarcoded presort, etc,) 

The rate used was an average for all barcoded mail. In my testimony, I used the 

MPBCSlDBCS accept rate of 95% in the prebarcoded reply mail model. Therefore, the 

reject rate was 5% 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCALISPS-T23-5. When prebarcoded mail is rejected, does the rejection take place 
at the Advanced Facer Canceler? Please explain. 

a. Please describe what additional handling and processing steps are required 
when prebarcoded mail is rejected. 

b. Do rejections of such mail occur at any other point in the mail processing 
system? Please discuss, and include in your discussion any additional handling and 
processing steps that take place. 

C. Are any of the answers to this interrogatory different for prebarcoded reply mail? 
Please discuss. 

RESPONSE: 

AFCS rejects usually consist of misfaced mail or mail that does not contain sufficient 

postage. These rejects will include a mixture of prebarcoded mail, handwritten mail, 

and machine-printed mail. My testimony assumed that all mail pieces were 

successfully processed by the AFCS and did not include specific calncelation costs, as 

these costs would have been identical for both a preapproved, prebarcoded reply mail 

piece and a handwritten reply mail piece 

a. If prebarcoded mail were rejected by the AFCS, it would either be refaced and 

canceled or diverted to the postage due section. 

b. Yes. Rejects that occur on either the MPBCS or DBCS would be routed to 

manual operations for processing~ 

C. The answers in this response are for prebarcoded reply mail only, as the 

question was directed toward AFCS operations. AFCS barcode separations are made 

based on the Facer Identification Marks (FIM) for CRM and ERM. Therefore, by 

definition, we are Only referring to reply mail. 
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS MILLER TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAAJSPS-T23-6. You explain on page 5 of your direct testimony how “leakage” 
occurs with mail processed through the REC. Does leakage ever occur with 
prebarcoded mail or prebarcoded reply mail? Please discuss. 

RESPONSE 

The term “leakage” does not refer to specific mail types; it refers to mail that is 

processed through the RBCS network. To the extent that some prebarcoded mail 

pieces occasionally end up getting processed through RBCS, it is possible that the 

“leaked” mail could contain some prebarcoded pieces. The percentage of leakage mail 

that contains prebarcoded mail pieces, however, would be quite small when compared 

to a corresponding percentage for handwritten mail pieces 
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INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T23-7. Please refer to your direct testimony at page 2 where you state that 
the cost avoidance for both QBRM and PRM is calculated as the difference in mail 
processing costs between a prebarcoded First-Class reply mail piece and a 
handwritten First-Class reply mail piece. Please explain whether your QBRM/PRM cost 
avoidance analysis (and the underlying mail flow analysis) would be the same for 
Courtesy Envelope Mail (‘CEM”) as defined in Docket No. MC951. In your analysis, 
assume that the CEM mail would have the proper postage affixed. 

RESPONSE 

Assuming that the proper postage was affixed to each mail piece, this cost avoidance 

could be applied to other mail pieces with the same characteristics as QBRM and PRM. 

In instances where proper postage is not affixed to each mail piece, the mail 

processing costs could increase dramatically, especially in a full-up Delivery Point 

Sequencing (DPS) environment where a short paid situation would not be identified 

until the mail piece reaches a clerk or mail carrier at the destinating facility. 
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CHAIRMAN GLEIMAN: Does any part~icipant have 

additional wl-ittcn cross examination for Witness Miller? 

[No response.] 

CHAIRMAN GLEIMAN: There doesn't appear to he any. 

Only one participant indicated an interest in 

examining, Douglas F. Carlson. 

Do any other participants have oral cross 

examination for this witness? 

[No response.1 

CHAIRMAN GLEIMAN: There don't appear to be any 

others so with that, Mr. Carlson, if you would please begin. 

MR. CARLSON: Thank you. 

CROSS EXAMINATION 

BY MR. CARLSON: 

Q Good afternoon. 

A Good afternoon. 

Q I know that the term post net verifier error is a 

common term in mail processing. 

Is RBCS ID tag verifier error anoth~er term that 

exists? Or is there a term that expresses thee same concept 

as post net verifier error for the RBCS ID tag? 

A 1n mailing terms they would usually~ refer to that 

error as ID tag errors once it is sorted out as such on an 

ass. 

Q Do you consider yourself an expert ON RBCS? 
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A Yes, I do. 

Q And can you describe briefly how you developed 

this expertise on RBCS processing operations? 

A I worked for five years at the Margaret L. Sellers 

Processing and Distribution Center as Industrial Engineer in 

San Diego, California, specifically working on mail 

processing types of issues associated with RBCS. 

Q How much time did you spend out on the mail 

processing floor on a particular day observing RBCS 

operations, not on a particular day but an average day or 

typical day? 

A I don't know if I would be able to tell you on 

average how many hours per day I was out on the floor 

looking at RBCS types of issues, but I was in remote bar 

coding, the remote bar code sorter installation coordinator 

for our facility, and San Diego was one of the first five in 

the country to receive that. 

Q Did you spend much time examining rejects from the 

RBCS system? 

A Yes, I did. 

Q To determine the causes for the rejects? Was that 

the purpose of examining the rejects, to try to determine 

why they rejected? 

A Many times it is difficult to really determine 

what actually caused a reject, but in lookin' at the rejects 
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you can kind of get an idea of how to organize your sort 

plans for example on the OSS, and then what the next step 

should be in processing. 

So by looking at them, you can kind of get an idea 

as to how to most efficiently organize your operations. 

Q So the purpose for examining rejects is to try to 

determine the cause for the reject, whether you actually can 

or cannot, the goal is to try to determine the cause? 

A Well, you want to try to avoid any rejects that 

you can, but a lot of times it is not a simple task as far 

as determining what the actual cause was for any given 

reject. 

Q Is one way to avoid future rejects of the same 

type to determine the cause for the reject? 

A Yes, that might be the case. But when you are 

looking at any rejects, I mean, you have really two 

competing -- well, you have many factors but two of them are 

you have the issue of the machine itself and there could be 

problems with a machine that led to a reject. And then you 

also have issues associated with a mail piece and many times 

you could have more than one issue for one single mail 

piece. So to really say that it was one speci.fic thing that 

caused that reject, you would have to, like, i.solate a lot 

of other variables. 

Q But isn't the goal of examining rejects to try to 
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determine why they rejected? 

A Well, certainly. If you were to find -- if you 

were to have an idea that there was some reason why several 

mail pieces were rejecting, you would try to correct that. 

Q And the reason why a mail piece rejects could also 

be considered a cause of a reject? 

A Yes. 

Q Okay. And you've examined rejects f~rom ML OCR 

ISS? 

A Yes, I have. 

Q ML OCR -- MPBCS OSS? 

A Yes, I have. 

Q Okay. Is it true that one reason why mail will 

reject from the RBCS system is due to lack of a barcode 

clear area? 

Let me restate that question. Is one reason why a 

mail piece might reject from the MPBCS OSS the lack of a 

barcode clear area on the mail piece? 

A I think I would phrase that more that there is 

always a barcode clear area; it is just a matter of whether 

there is something in that zone. 

Q Okay, so, if a mail piece comes through the RBCS 

system on its first pass through with an obstructed or 

obscured barcode clear area and rejects from the MPBCS OSS 

as a result, presumably due to a POSTNET verifier error, is 
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that, what I have just described, one of the reasons why 

mail pieces will reject from RBCS? 

A Could you repeat that? 

Q Is it true that sometimes mail pieces will reject 

from the MPBCS OSS because there is an obstruction in the 

barcode clear area on that mail piece? 

A I would say that you could look at some rejects on 

the OSS and you might see that there is something in the 

barcode clear area but, as I said before, it is not always 

easy to say that was the exact reason why that mail piece 

rejected. 

Q But that is one of the reasons why mail pieces 

reject from the MPBCS OSS? 

A Yes. 

Q Okay. And typically those mail pieces will be run 

through an LM LM to place a label on the mail piece, to 

provide essentially a barcode clear area? 

A If it was isolated as a verifier reject, it would 

usually be routed to a LM LM. 

Q If you have a piece of mail that, by its design, 

is going to have writing on the front other than just the 

address, such as a picture~postcard that someone sends while 

on vacation, is it more likely that that piece is going to 

have writing in the barcode clear area than a mail piece 

that is not designed to have correspondence writing on the 
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A I'm confused by that question becaus:e you said 

that there would be something on the same side as the 

address and on a picture postcard, it would be on the 

opposite side. 

Q On a picture postcard such as this E:ugs Bunny 

postcard that I'm holding up that has a picture design on 

the back where there is no space for writing a~nd then on the 

front, the left half of the card is designed for the 

correspondent to write a message and on the right side is 

designed for the address, is this type of mail piece more 

likely to have interference in the barcode clear area than 

say a number 10 envelope that one could argue is not 

designed to have correspondence written on the address side? 

A Really a tough question to answer because in both 

cases the person that is sending the mail piece is 

responsible for placing the address on that ma~il piece and 

they could very well write the address in the barcode clear 

zone and then there would be a problem in both cases. 

Q But I am interested to know which is more likely, 

based on all your observation of rejects from the MPBCS OSS 

at RBCS sites. Can you say that it's more likely that you 

are going to have interference in the barcode clear area if 

the mail piece is designed to have writing in that area 

versus one that is generally designed not to have writing, 
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correspondence, writing in that area? 

A I can say that in my mail processing experience, I 

have seen instances with both types of mail piece where 

there was a problem and there was interference. But I have 

never specifically tried to measure the magnitude in either 

case 

Q Is it a reasonable supposition that something 

that's designed to have writing that may go into the bar 

code clear area would have writing in the bar code clear 

area than something that's not designed to have 

correspondence writing in that area? 

A Are you talking in general or specific to that 

mail piece? 

Q Generally -- 

A Are you talking specific to cards? 

Q Generally speaking. And a card -- I'm -- I’m 

assuming that a card such as the one I'm holding typically 

-- a card such as the one I’m holding is designed to have 

writing on the address side that could go intc the bar code 

clear area, and I'm wondering, is it reasonable to assume 

that this type of mail piece is more likely to have writing 

in the bar code clear area than a regular envelope that's 

not designed to have correspondence around the bar code 

clear area. 

A I don't know if I'd be willing to make that 
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assumption, because sometimes you'll see postcards that 

actually have that area marked off 
z 

box, and a lot of 

times you don't see that on a regular envelope. 

Q Uh-huh. 

A So, unless I did some specific study, which I 

haven't done, I wouldn't really be willing to make that 

assumption. 

Q And your observations don't lead you one way or 

the other. 

A Well, as I said, I've -- I've seen instances of 

both types of mail pieces where there's been a problem with 

interference. 

Q Suppose this card again that I'm ho:Lding has 

correspondence on the left side and a typewritten address on 

the right side. 

Is it true that the OCR will have a difficult time 

making out the typewritten address because it's reading 

horizontally and it's picking up handwriting ithat's in that 

horizontal bar code clear area? 

In other words, will the handwriting on the left 

side of this card likely interfere with the OCR's attempt to 

read even the best address on the right side? 

A Well, in my experience, I -- I've never really 

seen -- I can't recall one time when I've seen a postcard 

that was typed like that with the address, and so, as a 
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result, I've never really tried to investigate that specific 

characteristic in terms -- in terms of how the OCR actually 

read that mail piece. 

Q Are you familiar with the domestic mail manual 

that -- that defines or has a picture of the bar code clear 

area as being a long horizontal area, the -- the OCR read 

area as being a long horizontal area? Is it reasonable -- 

A I know that that manual has standards within it. 

I'm not sure exactly what they are off the top of my head. 

But I know that it does have standards for mail piece design 

in it. 

Q Suppose it stated that the OCR read area on this 

card was roughly from the right edge to the lefit edge 

horizontally. 

If you had a typewritten address on the right side 

and handwriting on the left side that went through the OCR 

read area, would it be reasonable to assume that there may 

be an OCR readability problem as a result? 

A I'd really have to check back into that manual and 

look into that further -- 

Q But suppose the manual -- 

A -- to answer that. 

Q -- stated that the OCR read area went from right 

to left on this card horizontally and you have handwriting 

on the left side of that read area and a typewritten address 
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Not having any operational experience in it, is it 

reasonable to assume that there may be an OCR readability 

problem as a result? 

A If you said it went right to left, though, 

wouldn't it read the typewritten address first? 

Q Left to right, right to left. I mean just an area 

that's defined from the left side of the card to the right 

side of the card or the right side of the cards to the left 

side of the card. I'm not referring to how the OCR reads 

it. I"m just referring -- 

A Uh-huh. 

Q -- to the boundaries of the area. 

A Well, there might be a problem in th~at -- there 

might be a problem in that situation. 

Q Okay. Thank you. 

In -- I would like you to turn to DFC 

USPS-T-.23-2(c), and there -- there I ask you to confirm that 

some verifier errors are caused by glossy or slick surfaces 

on mail piece -- mail pieces that prevent successful 

application of the post-net bar-code directly onto the 

surface of the mail pieces. 

Suppose you have a piece of mail that is glossy 

enough to cause verifier errors. If you had -- I'm going to 

pass on that question. 
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1 I answered my own question. 

2 Okay. On DVC USPS-T-23-3(a), I -- I asked an 

3 interrogatory about types of mail that may have a surface 

4 texture that's so glossy or slick that both the RBCS ID tag 

5 on the back cannot spray directly onto that mail piece and 

6 the post-net bar-code cannot spray directly onto that mail 

7 piece, and you indicated that it would be unlikely that a 

a piece of mail would have to get a label on both the front 

9 and the back of that mail piece, because if --- if it 

10 rejected a second time through RBCS, that mail would likely 

11 be sent to a manual operation. Is that -- 

12 A Yes. 

13 Q -- the essence of your answer? And most likely in 

14 the scenario I just described, we'd first have a problem 

15 with the RBCS ID tag not spraying correctly, i-n which case 

16 the piece would be sent to an LM'LM, and then, upon be 

17 re-run through the MLOCR ISS and the MPBCS OSS, we would run 

18 into the verifier problem with the post-net bar code and 

19 have a reject at that point. Is that correct? 

20 A Well, this is a situation you’re defining for me. 

21 so, are you saying that -- 

22 Q Is that how the situation that you describe in 

23 your interrogatory response could come about? 

24 So, you'd have the mail piece that's too glossy on 

25 the back to spray an RBCS ID tag, so it would reject from 
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the MPBCS OSS, would go to an LM LM, would go back to an 

MLOCR ISS, it would go to an MPBCS OSS, and then it would 

have a post-net bar-code verifier reject from the MPBCS OSS, 

and then it would go to a manual sortation. 

That's a logical expected route that that type of 

mail would take. Is that correct? 

A Well, I guess if you would have said that -- in 

the first case, the ID tag error, that -- if you would have 

said it was an ID tag error, I would have said that's true. 

However, you said -- you were associating with the 

glossy surface, and I've really never been involved in any 

studies that tried to actually measure how often the -- you 

know, relate the number of errors to -- to the actual mail 

characteristic in terms of the surface type. 

So, if you would have just said that it was first 

an ID tag error and then it went through the ISS, then the 

OSS, and was a verifier error, then I would agree with that. 

Q Okay. Let me ask the question a different way. 

Suppose the back of the -- the back 'of the card is 

too glossy for the RBCS ID tag to print. Is i,t likely, 

then, that there will be a reject from the MPBICS OSS because 

the RBCS ID tag did not spray on the back? 

A Well, once again, I -- I’m not really -- haven't 

ever been involved in a study that tried to tie OSS errors 

to the actual mail surface type, and especially with the ID 
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tag errors, because you tend to have a lot less problems 

with those. 

So, the part about the glossy, I can't say that, 

but if you had an ID tag error that went through the ISS, 

then the OSS, and then it became a verifier error, I would 

agree with that. 

Q I'm not asking about studies. 

IS it possible that there is a mail piece whose 

back-side is so glossy that an RBCS ID tag cannot spray on 

that glossy surface? 

A Well, I -- I kind of stand behind my answer that I 

said before unless you could give me some sort of 

measurement of -- of glossy in terms of, you know, what that 

means. I mean -- 

Q So glossy that the RBCS ID tag will not stick, 

will not print in a readable form. Is it possible that 

there will be a mail piece -- 

A It's possible that there are mail pieces where the 

ID tag, for whatever reason, does not stick to the back of a 

mail piece. 

Q And could one of the reasons be because the back 

of the mail piece is too glossy? 

A I don't really know the answer to th,at question. 

I've never been involved in any studies that t:ried to tie 

errors to specific mail piece characteristics. 
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Q So, your -- you -- from all your years on the mail 

processing floor, you've never seen a piece of mail come 

through that had the back side so glossy that the RBCS tag 

could not print? 

A Well, I wouldn't think in those terms. First of 

all, I don't ever use the term "glossy." I would have just 

said that there was an ID tag error on the back of a mail 

piece. 

Q Well, let's use the term "glossy" or "slick" or 

otherwise unable to absorb or allow a bar-code to print 

properly on the back of the mail piece. Is it possible such 

a piece exists? 

A I've seen pieces where there was a problem with 

the ID tag on the back of a mail piece, where it didn't 

stick. 

Q Because the mail piece was too glossy or slick or 

otherwise not receptive to the ink. 

A I don't really know if I -- I could say that that 

was the actual reason. I just know there was a problem with 

the ID tag on the back of the mail piece. 

Q So, you've never seen a piece of mail where there 

was something about the characteristic of the paper that 

prevented the ID tag from printing properly on the back, in 

fact that it printed so poorly that you couldn't even make 

it out with the naked eye. You've never seen that. 
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1 A You're talking about the ID tags? 

2 Q Yes. 

3 A Usually, there are a lot less problems with that 

4 sort of thing regarding the ID tags than there are with the 

5 POSTNET barcodes. 

6 Q I am not asking about usual; I am asking if you 

7 have ever seen a case where the characteristics of the paper 

8 on the back of the mail piece were such that t:he RBCS ID tag 

9 could not print sufficiently well to allow sub,sequent 

10 processing of that mail piece? 

11 A Well, this gets back to what I said before. If 

12 you look at any given mail piece, it is really hard to 

13 determine what actually caused the error because it could 

14 have been -- I could have seen a mail piece like that and 

15 made that interpretation or I could have said, well, we have 

16 had problems with this specific machine and the ID tag 

17 printer. 

18 Q Bow about if you look at the barcode and it's just 

19 a big burst of dots that doesn't even look like a barcode? 

20 A Once again, you could also have a problem with the 

21 ID tag printer. I'm just not so willing to see one specific 

22 situation and then say that's the exact reason why something 

23 happened. 

24 Q But could it be? 

25 A I would say if you had baselined the machine, 
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which is a term they use basically to say the machine has 

been well maintained, and then you took an entire series of 

mail pieces that you might have considered to be glossy and 

you ran them and they all had a problem, then I would say 

you could say, yes, that was the cause. But the problem is, 

when you are looking at mail in any processing facility, 

these mail pieces are mixed with all sorts of other mail 

pieces and it's really hard to make that leap and say, yes, 

this is the reason why this happened. 

Q Suppose you run a thousand number 10 envelopes, 

beautiful, plain white number 10 envelopes through the MLOCR 

ISS, it sprays a very nice looking RBCS ID tag on the back 

of each envelope and each envelope subsequently is processed 

100 percent successfully through the RBCS system and then 

there is one glossy card in that set of 1,000 envelopes and 

the surface is so slick that the barcode just sprays as this 

big spray of dots that doesn't look anything like a barcode, 

are you saying that you would not want to draw the 

conclusion that there was a problem with the surface of that 

paper that prevented that RBCS ID tag from spraying 

properly? 

A No. In that situation, I would tend to think that 

that was a problem. 

Q Okay. Let's take that mail piece now and we are 

going to take it -- it's probably going to go to the -- let 
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me back up and assume that the OCR cannot resolve the 

address on that mail piece we just discussed so it lifts the 

image and sends the image through the RBCS system, is that a 

fair assumption? The ISS lifts the image of that mail 

piece, sends it to RBCS for resolution; is that a reasonable 

assumption that that might happen to that mail piece? 

A Well, actually, the ISS is part of the RBS -- RBCS 
!4-. system so- are&saying it sends it to the rec. site? 

Q Yes, that's what I mean. 

A Yes. 

Q So then that mail piece is going to go to the 

MPBCS oss. That machine is going to try to reali the RBCS ID 

tag that is on the back of that mail piece and it is going 

to be unable to do so; is that right? If we just define 

this piece as having a barcode so bad on it that it doesn't 

even look like an RBCS ID tag? 

A I would have to check that because I am really not 

sure if the ISS ID tag printer also has a verifier error -- 

I'm sorry, a verifier on it. And I can't recall whether the 

ISS can evaluate whether there is a problem at that point 

and then isolate verifier errors for the ID tag. But if it 

got through, there could be a problem on the OSS. 

Q And it's possible, I suppose, even if the MLOCR 

ISS did have an RBCS ID tag verifier that the barcode could 

have been good at the point that the verifier saw it but 
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then it smeared so badly later that it would go through to 

the MPBCS OSS? 

A Yes. Usually the ID tag errors on the OSS are 

referred to as I think usually it would say either no ID tag 

or ID tag unreadable. 

Q So if it comes out as no ID tag or ID tag 

unreadable, then that mail piece will go to an LM LM, 

ideally? 

A Well, in the case of no ID tag, it would go 

directly back to the ISS. The ID tag unreadable, it depends 

on the specific processing facility because a lot of 

facilities have problems with LM LM capacity and not all of 

them use the LM LM to put labels on the back of the mail 

piece. But most of them -- I would think almost all of them 
- 

use a LM LM to apply the label-or a POSTNET barcode. 

Q Or an RBCS ID tag? 

A No. I'm saying that in that occasion they have to 

separate those out from the verifier errors, the POSTNET 

verifier errors and some sites don't -- some sites will send 

that type of mail directly to a manual operation because 

they don't have the capacity on the LM LMs. 

Q Which type? The RBCS ID tag? 

A The ID tag. 

Q Okay, so it could go at this point directly to 

manual or it could go to LM LM? 
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1 A Yes. 

2 Q And if it went to LM LM, then it would go back 

3 through an MLOCR ISS to get a new RBCS ID tag sprayed on the 

4 back? 

5 A Yes, if that facility was using a LM LM for that 

6 purpose. 

7 Q Okay. And then at that point, it would go to an 

a MPBCS OSS and then that machine would try to spray a POSTNET 

9 barcode on the front of the mail piece? 

10 A Yes, that's correct. 

11 Q And if that front were so slick or otherwise 

12 unreceptive to the POSTNET barcode ink, then it would reject 

13 from that machine as well? 

14 A Well, assuming it's the same situation you said 

15 before, where one mail piece out of a hundred pieces that 

16 had no problem -- 

17 Q Uh-huh. 

18 A -- was rejected, then I would agree to that. 

19 Q Okay. And then you typically would expect it to 

20 go to a manual operation at that point -- 

21 A Yes. 

22 Q -- because they isolate. 

23 Now, when mail goes to a manual operation -- and 

24 let's say this piece was mailed in Seattle and it goes to 

25 Seattle's manual distribution operation and the destination 
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1 of the mail piece is Washington, D.C. 

2 When Washington, D.C., receives that mail piece, 

3 is it going to keep that mail on a manual operation because 

4 it originated in a manual operation in Seattle, or might it 

5 go to a manual operation in Washington or might it go to an 

6 automated operation in Washington? 

7 A So, you're saying that Seattle was the originating 

8 facility? 

9 Q Yes. So, it originated -- 

10 A Okay. 

11 Q -- in Seattle, left Seattle in a tray from the 

12 manual 030 operation. 

13 A Uh-huh. 

14 Q When it gets to Washington, are they necessarily 

15 going to keep that mail on the 030 manual, or might they put 

16 it onto an automated operation? 

17 A Now, you're saying 030 manual in Washington? 

18 Q D.C. 

19 A Okay. Well, 030 is outgoing primary operation, so 

20 that would be in Seattle. In Washington, it would probably 

21 be -- 

22 Q Oh, I'm sorry. 

23 A -- like operation 150, I would imagine, incoming 

24 primary. 

25 Q Okay. I meant an -- I meant an incoming manual 
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operation. 

A Yes. 

In -- in that instance, I would say that they 

would probably keep it in the manual operation, because both 

those sites are RBCS sites. 

If it was a site -- if the originating site was a 

non-automated site that didn't have RBCS, they might 

actually take some of that manual mail and try to process it 

through RBCS. 

Q Sometimes manual mail will be put back onto 

automation even at an RBCS site? 

A That could happen. 

Q Okay. And suppose it did happen to this piece of 

mail that was too glossy on the front, too glossy on the 

back. 

Then the RBCS site is going to probably read that 

RBCS ID tag or re-use that RBCS ID tag that's 'on the back of 

that mail piece, so the Washington, D.C., MLOC:R ISS will see 

Seattle's old RBCS ID tag on the back and esse:ntially reuse 

it? 

A I'd have to check into that, because those ID tags 

have a lot of information built into them in terms of what 

machine that mail piece was processed on, and I'm not sure, 

if it was an ID tag from another facility, if it could still 

re-use it. 
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1 If it would have been within the sam'e facility, it 

2 could have re-used it. 

3 Q Okay. 

4 A I know that. 

5 Q Okay. And suppose it cannot re-use it. Then that 

6 mail piece might go to an LM LM to have anothe:r label put on 

7 the back. 

8 A Well, once again, that would depend ton whether 

9 there is an ID tag verifier -- or, I'm sorry, if there is a 

10 verifier for ID tags on the ISS, because if there is, it 

11 would over-spray&that bar-code with a new -- a new 

12 bar-code and then it could have been rejected right on the 

13 ISS. 

14 Q Okay. In which case, it might go to an LM LM to 

15 have a label placed on the back? 

16 A Well, once again, that depends on, you know, how 

17 facilities are using their letter mail labeling machines. 

18 Q But that mail piece is -- 

19 A It could. It could. 

20 Q Okay. Okay. Okay. 

21 So, that mail piece is going to continue to have 

22 problems in RBCS in Washington, D.C. 

23 A Well, that's why, I think, most RBCS sites, when 

24 they receive manual volumes from other RBCS sites, would try 

25 to isolate it and keep it in manual operations. 
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Q It adds a cost to mail processing if -- every time 

a mail piece has to go through an LM LM. Is that correct? 

A Yes, that would be true of any mail piece being 

processed in any operation. 

Q And every additional pass through an MLOCR or a 

BCS is going to add a cost to the processing for that mail 

piece. 

A Yes, that's true. 

Q Okay. 

Have you seen private postcards that are -- that 

are in a paper color or have other reflectance problems that 

cause readability problems either for an OCR in general or 

for the RBCS system? 

A Could you define what you mean by "private 

postcards"? 

Q An item that meets the-definition of a card that's 

not a stamped card? 

A I guess that's what I’m referring to. Are you 

talking about like postcards that people send when they're 

on vacation? 

Q Sure. 

A Or are you talking about the type of postcards 

that we sell? I think they're called postal cards, the ones 

that we sell at the Postal Service. 

Q Right. They used to -- and they were renamed 
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stamped cards in the last -- in the last rate case. I would 

be referring -- 

A They're stamped cards? 

Q Stamped cards. I would be referring to either a 

postcard that somebody sends on vacation or a postcard that 

a business designs to promote an -- an open house or a grand 

opening of a new store, four-by-six card, hot pink, perhaps, 

or dark green. 

You -- you have seen private postcards that have 

problems with the color that interfere with processing 

either on an OCR or through the RBCS system? 

A Most of the problems I've seen associated with 

color mail pieces -- they're not just limited to cards, it's 

also letters, but it's usually the darker colors -- 

Q Uh-huh. Okay. 

A -- that cause problems. 

MR. CARLSON: I don't have any further questions. 

CHAIRMAN GLEIMAN: Thank you, Mr. Carlson. 

Is there any follow-up questions from the bench? 

Commissioner LeBlanc? 

COMMISSIONER LeBLANC: Mr. Miller, do you know how 

much business reply mail is handwritten? 

THE WITNESS: Business reply mail? 

COMMISSIONER LeBLANC: Uh-huh. 

THE WITNESS: I don't know if there% any business 
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1 reply mail that's actually handwritten. I wouldn't know -- 

2 COMMISSIONER LeBLANC: Okay. 

3 THE WITNESS: -- the answer to that question. 

4 COMMISSIONER LeBLANC: Okay. 

5 Why is it more appropriate to use a pre-bar-coded 

6 handwritten reply mail as a benchmark for PRM cost avoidance 

7 rather than the bulk metered mail which is used as a 

8 benchmark for the first-class discounts? 

9 THE WITNESS: I don't know if I can answer that 

10 question in terms of how it applies to the first -- 

11 first-class discounts, but the reason we chose a handwritten 

12 benchmark was just to illustrate the fact that, if a 

13 pre-approved, pre-bar-coded reply mail piece was not 

14 provided by businesses to their customers, that those 

15 customers would have to use handwritten envelopes. 

16 COMMISSIONER LeBLANC: Then that would increase 

17 the handwritten number, would it not? And -- and if it did, 

18 how about a separate rate for a handwritten piece? Was that 

19 ever given any consideration? 

20 THE WITNESS: Not as part of my testimony. I'm 

21 not sure I completely follow what you asked. 

22 COMMISSIONER LeBLANC: You just said in response 

23 to my last question that it would increase the handwritten 

24 number, would it not? 

25 THE WITNESS: That's the one I didn't really 
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understand what you were referring to. 

COMMISSIONER LeBLANC: Well, in response to the 

last question, didn't you say that it would increase the 

number of handwritten business reply mail -- mail pieces 

--excuse me -- or did I misunderstand you? 

THE WITNESS: I don't think I answered that 

question. I was kind of waiting for you to finish your 

thought, and I just -- 

COMMISSIONER LeBLANC: All right. Let me -- 

THE WITNESS: Do you want to restate what -- 

COMMISSIONER LeBLANC: All right. 

THE WITNESS: -- what you asked me? 

COMMISSIONER LeBLANC: Let me try it again. 

Why is it more appropriate to use a pre-bard-coded 

handwritten reply mail piece as a benchmark for PRM cost 

avoidance rather than bulk metered mail? I'll just stop 

there since you said you don't want to tie it into the 

first-class discount. So let me just stop right there. 

THE WITNESS: Well, I guess I didn't answer that 

question. As I said, the reason that we chose that as a 

benchmark was because if businesses did not provide their 

customers with preapproved, prebarcoded reply mail 

envelopes -- 

COMMISSIONER LeBLANC: They did not? 

THE WITNESS: They did not provide their 
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customers -- 

COMMISSIONER LeBLANC: Oh, if they did not. 

THE WITNESS: Yeah, then their customers would 

have to use handwritten envelopes. It's a wa:y of looking at 

the situation, you know, in terms of if they (didn't have 

those on what would be the alternative. 

COMMISSIONER LeBLANC: Correct. So my point is, 

did you do any work, study or look at, if that happens, to 

giving a separate rate for handwritten? 

THE WITNESS: Not as part of this cost study. 

COMMISSIONER LeBLANC: Okay, that's what I needed 

to know. 

Thank you. 

THE WITNESS: Urn-hum. 

COMMISSIONER LeBLANC: Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Is there any followup as a 

result of questions from the Bench? 

[No response.] 

CHAIRMAN GLEIMAN: There doesn't appear to be any. 

Mr. Tidwell, would you like to take a couple 

minutes with your witness? 

MR. TIDWELL: Mr. Chairman, we have no redirect, 

though we do have a wish to raise an issue that the Chairman 

probably would be personally sensitive to. 

I went down yesterday afternoon at headquarters 
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after I finished up the hearings yesterday and went to meet 

with my witness to begin our last round of preparations and 

I saw the witness yesterday morning or I saw him the day 

before and he had probably one of the most attractive 

goatees of any -- any headquarters employees I had seen in a 

while and I get the impression that Mr. Madison, his boss, 

may have said something to him about the appropriate 

appearance of Postal rate case witnesses and the degree of 

facial hair they ought to bring with them and I was pretty 

shocked when I went to go see Mr. Miller yesterday afternoon 

and found him clean shaven. 

I just thought that I should bring that to the 

attention of the Chairman. The Chairman expressed some 

sensitivity on that issue yesterday. 

COMMISSIONER LeBLANC: Well, I'll take any hair. 

[Laughter.] 

CHAIRMAN GLEIMAN: Well, I don't recall having 

seen Mr. Miller before. But it may be that I did see him 

but didn't recognize him when he got here today. Certainly 

I was confused when Dow Jones counsel approached from the 

back of the room and I expected to see a gentleman with a 

full beard and it was his partner, Mr. Behrends, instead who 

was here. 

Apparently, that's the second bad decision 

Mr. Miller made. I noticed from his bio that -- and I 
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believe he mentioned earlier on, that he was out in San 

Diego for a while. You know, come in to Washington from San 

Diego and then shaving off your beard to boot, I don't know, 

Mr. Miller. But we will give appropriate weight to your 

testimony. 

I guess that was the followup to your nonredirect 

and if there is nothing further, Mr. Miller, I want to thank 

you for your appearance here and your contributions to our 

record and if there is nothing further, you're excused. 

[Witness excused.] 

CHAIRMAN GLEIMAN: We might have saved Witness 

Miller for later this evening. We might need that levity to 

get us through. 

Mr. Tidwell, whenever you are prepared to 

introduce your next witness. And Ms. Schenck, if I could 

save you jumping up and down? 

Mr. Tidwell? 

MR. TIDWELL: The Postal Service calls Dr. Leslie 

Schenck to the stand. 

Whereupon, 

LESLIE M. SCHENCK, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

DIRECT EXAMINATION 
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BY MR. TIDWELL: 

Q Dr. Schenck, I have placed in front of you two 

copies of a document entitled the direct testi.mony of 

Leslie -- I forget the middle initial -- Schenck. 

A M. 

Q M. Schenck, on behalf of the United States Postal 

Service. It has been designated for purposes of this 

proceeding as USPS-T-27, I believe. 

Was that document prepared by you or under your 

supervision? 

A Yes, it was. 

Q If you were to give the testimony in that document 

here orally today, would that testimony be the same? 

A Yes, with two exceptions. On page 3.3 of the text, 

there was one word that was inadvertently omitted in the 

draft. On the first line, the last word should be the word 

"not," n-o-t, so the sentence should read, "Si.nce a new 

BRAMAS program is not expected to be in place," and then 

continue with the sentence. 

And then in Exhibit 27-C, footnote 3.4, the last 

number in that formula should be a 1 and not a 2. 

Q Those are all the changes? 

A Yes, they are. 

MR. TIDWELL: Mr. Chairman, the Postal Service 

would move into evidence the direct testimony of Leslie M 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



818 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Schenck on behalf of the Postal Service. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Dr. Schenck's 

testimony and exhibits are received into evidence and I 

direct that they be accepted into evidence. As is our 

practice, they will not be transcribed. 

[Direct Testimony of Leslie M. 

Schenk, Exhibit No. IJSPS-T-27 was 

marked for identification and 

received into evidence.] 

CHAIRMAN GLEIMAN: Dr. Schenck, have you had an 

opportunity to examine the packet of designated written 

cross-examination that was made available to you earlier 

today? 

THE WITNESS: Yes, I have. 

CHAIRMAN GLEIMAN: If these questions were asked 

of you today, would your answers be the same as those you 

previously provided in writing? 

THE WITNESS: Yes, with two exceptions. The 

responses to MPA-USPS-T-27-4-D, the last sentence in that 

response, the last five, six words, had been omitted. That 

last line should read, "Postal Service would not have to 

incur the costs of counting and rating each piece," so the 

words "of counting and rating each piece," should be added 
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to the end of that sentence. 

And the final exception would be 

MPA-USPS-T-27-5-A, there is a partial sentence at the end of 

that response which begins also on page 7. That partial 

sentence should just be deleted. 

CHAIRMAN GLEIMAN: Mr. Tidwell, do you have 

corrected copies for the reporter? If you would please 

provide them to the reporter? 

The designated cross-examination of Witness 

Schenck shall be given to the reporter and I direct that 

they be accepted into evidence and transcribed into the 

record at this point. 

[Designation of Written 

Cross-Examination of Leslie M. 

Schenck was received into evidence 

and transcribed into the record.] 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 IDocket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS LESLIE M. SCHENK 
(USPS-T-27) 

The parties listed below have designated answers to interrogatories directed to witness Schenk 
as written cross-examination. 

Pam, 
Magazine Publishers of America 

Answer To Interrogatories 

MPAKJSPS: Interrogatories T27-l-5 and 7. 

Nashua Photo Inc., District Photo Inc., 
Mystic Color Lab, and Seattle Filmworks, 
IIIC. 

NDMS\USPS: Interrogatory T32-39, redirected 
from witness Frank 

NDMS\USPS: Interrogatory T27-1,2a, 4a, and 5. 

OffIce of the Consumer Advocate NDMS\USPS: Interrogatories T27-1,2a, 4a, and 
5 (partial). 

Respectfully submitted, / 

da&ret P. Crenshaw 
Secretary 
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MPAIUSPS-T27-1. Please refer to Page 13 of your testimony where you state, ‘[I]1 
there is migration of BRMAS-qualified volumes to PRM, the BRMAS covarage factor 
would change, which would affect the cost of BRMAS-qualified BRM. According to 
witness Fronk’s testimony. 66 percent of BRMAS-qualified volume Is projected to 
migrate to PRM. Multiplying the volume of BRMAS-qualified mail counted and rated 
in the BRMAS operation by 34 percent, determining the percentage of all BRMAS 
qualified mail. imd weighting ecross strata by total BRMASqualified volume (after 
66 percent has migrated to PRM), the resulting BRMAS coverage factor after this 
migration is 6.87 percent.’ 

a. Please provide all underlying data and calculations used to derive the ‘resulting 
BRMAS coverage factor after this migration is 6.67 percent.’ If you use a 
spreadsheet in the calculations, please also provide the data end calculations in 
electronic form. 

b. Please confirm, ceteris parabis Isicl, that if I1 I 66 percent of BRMAS- qualified 
BRM that is counted and rated in the BRMAS operation migrates to PRM, and (2) 
66 percent of ERMAS-qualified BRM that is not counted and rated in the BRMAS 
operation migrates to PRM, then the BRMAS coverage factor will remain at 
14.24 percent. 

RESPONSE: 

a. The following process was used to estimate the BRMAS coverage factor after 

migration to PRM was accounted for. By strate. the volume of ERMAS-rated 

mail counted and rated in the BRMAS operation was multiplied by 34 percent, 

and then divided by the volume of BRMAS-rated for which the.method of 

counting and rating was known (after 66 percent has migrated to FIRM). A 

weighted average of these strata BRMAS coverage factors was then taken, with 

the result that the BRMAS coverage factor after this migration is 5.67 percent. 

The following table shows this calculation. 

b. Confirmed. 
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TO THE INTERROGATORIES OF MPA 

MPARISPS-T27-2. Please refer to Exhibit USPS-27A and Exhibit USPS-,27C. 

a. 

b. 

0. 

d. 

e. 

Please confirm that Exhibit USPS-27A shows that after the Incoming primary 
sort, there are three alternative sorting options for BRMAS mail: (1) DRMAS 
Operation, (2) Other Barcode Sorter, and (3) Manual Sort. 
Please confirm that the weighted cost per piece of 6.0766 shown in Exhibit 
USPS-27C is a weighted average of (1) the cost for BRMAS mail sorted in the 
BRMAS operation and (2) the cost of manually sorted BRMAS mail. 
If subpart b is confirmed, please explain why the weight cost per piece is not a 
weighted average of (1) the cost for BRMAS mail sorted in the BRMAS 
operation, (21 the cost for manually sorted BRMAS mail, and (3) the cost for 
BRMAS mail sorted on another Barcode Sorter. 
If subpart b is confirmed, please sxplain fully why you assumed that all BRMAS 
mail that is not counted and rated in the BRMAS operation is manual:ly sorted. 
Please confirm that the Weighted Cost Per Piece 1141 on Exhibit USPS-27C is 
actually equal to ~~11‘~~111+~12)~~+~~131’~1-1111~, not 
fIll*(f111+[12))) + 613)*(1-[21)1 as is stated on Exhibit USPS-27C. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. The unit cost model was developed when it was assumed that a new BRMAS 

program would be In place during the test year. With an improved BRMAS 

program, it was assumed that automatable BRM would be processed In the 

BRMAS operation, so the cost of processing BMR in a non-BRMAS barcode 

sorter operation was not studied. Given that it is now known that s new 

BRMAS program will not be in place in the test year, it would be appropriate to 

include the cost of processing BRM in a barcode sorter operation, if costs could 

be developed. However, I do not know of any special studies done to obtain this 

information, and the only study of pre-barcoded single piece First-Class mailpiece 

unit costs I am aware of is that addressed In witness Miller’s testimony (USPS-T- 

23). and the scope of that analysis is limited to the coat avoidance ,for PRM 

compared to a handwritten reply mail piece. Therefore, the data are not 

available to include cortatlon of BRM in a bercods sorter operation iln my model. 
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d. See my response to part c. above. It should be noted that even though BRM can 

be sorted to mail recipient or account in a non-BRMAS barcode sorter operation, 

those pieces must still be rated and billed (accounted for1 manually in the 

Postage Due Unit. 

c. Confirmed. 
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MPANSPS-T27-3. Please refer to Table LR-H-179, Table 13 and Exhibit ‘USPS-27~. 

a. Please confirm that Table 13 shows that 19.3 percent of ‘2 cent’ volume was 
counted using ‘EOR counts from Barcode Sorter.” 

b. If subpart a is confirmed, does this imply that 19.3 percent of ‘2 cent’ pieces 
were sorted on ‘Other Barcode Sorter Operations.’ If not confirmed, please 
explain fully. 

c. What is the direct end indirect cost of a ‘2 cent’ piece that is sorted ton an 
‘Other Barcode Sorter Operation’7 

d. Are all ‘2 cent’ pieces, which were counted by “Weighing of identical piece,’ 
‘Special Counting Machines,” and ‘Bulk Weighing,’ sorted manually? Please 
explain. 

e. If subpart d is not confirmed, what percentage of ‘2 cent’ pieces that are 
counted by ‘Weighing of identical piece,’ ‘Bulk Weighing,’ and ‘Spalcial 
Counting Machines’ are sorted manually7 What percent are sorted in! WtOrIIatsd 

operations? 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. See my response to MPAILJSPS-T27-2c and d. 

d. ‘2 cent- pieces which are counted by these three methods can be sorted 

manually or in automation operations. These are methods to count ,and rate 

BRM, not to son 9RM to mail recipient dr account. In Qeneral, we would expect 

pieces counted by these methods to be manually sorted, since If they were 

sorted in en automation operation then machine counts would be avisitable, and 

so these alternative methods of counting BRM would not be needed. In addition, 

one of these methods, ‘Bulk Weighing,’ is QanerOlly used to count end rate 

nonletter-size BRM, which Is not automatable. 

e. The data needed to address this question are not available. 
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MPANSPS-T27-4. Please refer to Exhibit USPS-27C. 

a. Please confirm that the marginal processing and Portage Due Unit cost per piece 
for BRMASqualified BAM that is countad and rated in the BRMAS operation is 
1.04 cents. 

b. Please confirm that BRMASqualified BRM that is counted and rated in the 
BRMAS operation avoids the 2.31 cent cost for an incoming secondaIry SOR for 
automation compatible First-Class Mail pieces. 

c. Please confirm that the marginal cost for BRMASqualified BRM that is counted 
and rated in the BRMAS operation is less than the cost for Prepaid Reply Mail 
that does not avoid the incoming secondary 60rt. If not confirmed, please 
sxplaln fully. 

d. Please confirm that when a piece of BRMASqualified BRM that is counted and 
rated in the BRMAS operation migrates to PRM, the cost to the Postal Service 
increases. If not confirmed, please explain fully. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. Not confirmed. As stated in witness Miller’s testimony, the cost avoidance for 

both QBRM (currently, BRMAS-qualified BRM) and PRM is ‘calculated as the 

difference in mail processing costs between a prebercoded First-Class reply mail 

piece and a handwritten First-Class reply mail piece.’ Even though e BRMAS- 

qualified BRM piece avoids the incomlng secondary sort, this does not mean that 

its ‘marginal cost” is less than the cost for Prepaid Reply Meil that do’es not 

avoid the incoming secondary sort. The BRMAS operation is a sortation 

operation that in a sense acts as a ‘secondary sort,’ i.e., BRMASquelllfied BRM 

is not finalized in the incoming primary operation. The BRMAS fee Is designed to 

cover the costs of this ‘secondary sort,’ as well es any addltionrl wa’rkload 

associated with counting and mtlng BRMASqualtfied BRM done in the Postage 

Due Unit. The cost evoidance for the incoming secondery sorI is included in my 

cost model for BRMASqualified BRM so that the cost of soflation of theso 
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pieces beyond the incoming primary sortstion ere not included twice. In the 

case of PRM, the cost model developed by witness Miller did not explicitly 

analyze incoming secondary costs because he was not developing the full cost 

of PRM. but rather the cost avoidance that results because prebsrcoded reply 

mail pieces are not processed through RBCS. 

d. Not confirmed. The costs to the Postal Service would decrease when a piece 

migrates from being processed on the BRMAS operation, to PRM. since the 

Postal Service would not have to incur the costs o< co c n&ng c,.d r&h3 

ed pm. 

827 
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MPAIUSPS-T27-5. Please refer to Page 13, Lines 4 through 14. 

a. Please confirm that the ‘PRM service would be edvantageous for some high- 
volume BRM recipients.’ 

b. Please confirm that the BRMAS coverage factor is higher for ‘high volume BRM 
recipients’ than for low volume BRM reciplents. 

c. Please confirm that a higher percentege of BRMASquelified BRM that is counted 
end rated in the BRMAS operation than of BRMAS-qualified mail that i6 not 
counted and rated in the BRMAS operation will migrate to PRM. 

d. What percentage of BRMASquslified mail that the Postal Service estimates will 
migrate to PRM was counted and rated on e BRMAS operation7 

e. Ceteris psrabis [sicl, do you think that the BRMAS coverage factor would 
decrease if the volume of BRMASquslificd BRM decreases7 If no, please 
explain fully. 

f, Please confirm that charging a 6 cent fee for BRMAS-qualified BRM will drive 
low-cost BRM that is counted and rbted in the BRMAS operation to maIre 
expensive PRM. 

g. Please explain why the Postal Service is proposing a 200 percent increase in the 
BRMAS-qualified BRM fee in light of the fact that BRMASqualified BRM that is 
counted in the BRMAS operation is very low cost mail. 

RESPONSE: 

8. Confirmed. As witness Fronk seys on page 42 in his testimony: ‘PRM will come 

from two sources...Second, certain high-volume Business Reply Mail u!;ers who 

prebsrcode their pieces end currently qualify for the Z-cent per-piece BRM fee 

may qualify for PRM.’ SO- 

b. This is likely to be the case. 

c. Not confirmed. As witness Frank states on page 7 of his testimony, whether 

an organization is interested in DBRM or PRM will depend on a number of 

factors, including its willingness to prepay postage and whether it finds, a 

monthly fee or a per-piece fee more advsnts&us finandnlly. 

d. It wes assumed thet 100 percent of the BRMASquallfied volume that migrate6 

to PRM was counted and reted in a BRMAS oparatlon In the base yaar. 

a. The BRMAS coverage factor might change from its current level if the woluma of 

BRMASquallfied BRM decreases, depending on how thls decline is rchiieved. 
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Without further information on what caused this decline, and which volumes 

were affected, it is impossible to know the exact effect on the BRMAS coverage 

factor. 

f. Not confirmed. See my response to MPAILJSPS-T27-4~ 

g. Redirected to USPS witness Nesdham. 
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MPAIUSPS-T27-7. Please refer to Page 4. Lines 14 and 15 where It states, 
‘[tlhese pieces [BRMAS-Qualified BRM Pieces] avoid the Incoming Secondary 
distribution that other FCM pieces receive.’ 

a. Please confirm that BRMAS-qualified BRM pieces which receive caller service, 
avoid delivery costs as wall as the cost for an incoming secondary son? 

b. Whet percentage of BRMAS-qualified BRM pieces receive caller service? 
c. What is the unit attributable cost for caller service? 
d. What is the unit attributable cost for First-Class Mail city delivery? 
e. What is the unit attributable cost for First-Class Mail rural delivery7 

RESPONSE: 

a. Confirmed. 

b. As shown in LR-H-179, Table 4, 75 percent of all BRM volume is derivered to 

mail recipient in the box section or through caller service. No date war,a 

collected in the survey on which that library reference is based that show the 

percentage of BRMAS-qualified BRM that receives cellar service. 

c. See USPS-LR-H-107, pegs 11. 

d. and a. The test yaar unit costs of city carrier and rural terrier delivery functions 

by shape and rate category ere provided in witness flume’s testimony (USPS-T- 

1 B). 



RESPONSE OF POSTAL SERVICE WITNESS SCHENK TO 
INTERROGATORIES OF NDMS REDIRECTED FROM WITNESS FRONK 

831 

NDMSIUSPS-T32-39. 

a.’ Suppose a mailer with a BRMAS account received only one piece of BRMAS 
mail on a particular day during Base Year 1996. (i.) What would be the 
Postal Service’s cost to count and account for that piece of mail? (ii.) Would 
you agree that the cost of debiting the mailer’s advance deposit account 
would exceed the 2 cent fee? (iii.) Would you agree that in Test Year 1998. 
the cost of debiting the mailer’s account would likely exceed the proposed 6 
cent per-piece QBRM fee? 

b. During Base Year 1996, if the same mailer received the following number of 
pieces of BRM on a particular day, what would be the Postal Service’s total 
cost to count and account for that mail? (i.) 10; (ii.) 100; (iii.) 1,000; (iv.) 
10.000. 

c. During Test Year 1998, would the proposed QBRM 6-cent per-piece fee 
cover the cost of counting and accounting for the following number of QBRM 
mailpieces? (i.) 10; (ii.) 100; (iii.) 1,000; (iv.) 10.000. 

RESPONSE: 

a. (i.) The cost to count and rate one piece of BRMAS mail received on a 

particular day will depend on a number of factors. Does the particular BRM 

recipient typically receive only one piece per day? Are the recipients daily 

volumes on average high or low? How many other BRM recipients receive 

BRMAS mail at the same facility. and what is the relative volume of the one 

mail recipient compare with those of the others? These factors as well as 

site-specific resource constraints, will determine whether the BRMAS mail for 

any one particular BRM recipient is processed through a BRMAS operation, 

or manually. The relative volumes and number of separations will affect the 

productivity in either the BRMAS or manual operation, which, will in turn affect 

the cost associated with any one particular piece. For those pieces that are 

counted and rated on a BRMAS operation, and assuming that the BRMAS 

operation has an average productivity of 8,207 pieces counted and rated per 

hour, the unit cost of all cottnting and rating activities is: 

. 



RESPONSE OF POSTAL SERVICE WITNESS SCHENK TO 
INTERROGATORIES OF NDMS REDIRECTED FROM WITNESS FRONK 

832 

RESPONSE to NDMSIUSPS-T32-39 (continued) 

(50.0127) = $0.0064 line [l l] 

+s0.0040 line [12] 

- SO.0231 line [15]; all figures from Exhibit USPS-27C 

For those BRMAS-rated BRM that are counted and rated manualily in the 

Postage Due Unit, assuming that the average productivity in that unit is 454 

pieces per hour counted and rated, the unit cost of all counting and rating 

activities is: 

$0.0596 = $0.0827 line [13]. Exhibit USPS-27C 

- 50.0231 line [15], Exhibit USPS-27C 

The annual cost to account for advance deposit account mail (i.e., to set 

up the account and to debit the advance deposit account) is given bmy line [6] 

in Exhibit USPS-T27-F: $276.93. Assuming that BRM is processecl and 

received six days per week, the daily cost to maintain the advance deposit 

account is then $1.78 (276.93 I312). 

(ii.) and (iii.) The per piece BRM fees for advance deposit accounts are 

designed to recover the volume-variable costs associated with counting and 

rating these volumes. The cost of debiting the BRM recipients advance 

deposit account includes the costs associated with maintaining that, account 

(including setting up the account, debiting daily postage due, noting the 

mailer of a low balance). The fee for the advance deposit account is 

designed to recover these costs. 

b. 1 am assuming that your question is referring to the costs associated with 

BRMAS-rated BRM. For the test year, the per piece cost of counting and 
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rating BRMAS-rated BRM is $0.0554. as shown in Exhibit USPS-27lC. The 8 

total cost for a particular day for a particular volume of BRMAS-rated BRM 

would be obtained by multiplying the per piece cost by the number of 

BRMAS-rated BRM pieces received. The annual cost of maintaining an 

advance deposit account for BRMAS-rated mail is $276.93, as shown in 

Exhibit USPS-27F. 

c. The proposed QBRM 6-cent per-piece fee does cover the wst of counting 

and rating QBRM mailpieces (which is $0.0554. as stated in the response to 

part b.). The daily cost of maintaining the advance deposit account is 

covered by the annual fee for that service. 

33 
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NDMSAJSPS-T27- 1. 

At p. 6 of your testimony you state that ‘only 14 percent of BRMAS- 
qualified BRM is counted and rated on a BRMAS operation.” 

a. For those pieces that are counted and rated on a BRMAS operation, what 
is the total unit cost of all counting and rating activities performed by the 
Postal Service? 

b. For fhe 86 percent of ERMAS-qualified BRM that are not counted and 
rated on a BRMAS operation, what is the unit cost of all counting and 
rating activities performed by the Postal Service? 

RESPONSE: 

a. For those pieces that are counted and rated in a BRMAS operation, and given 

the assumption concerning productivity as stated in my original testimony, the 

unit cost of all counting and rating activities performed by the Postal Service is: 

[from Exhibit USPS-27CI 

$0.0064 line [l 1 I 
+ $O.OD40 line I1 21 
- SO.0231 line 1151 

(50.0127) 

b. For those BRMAS-qualified ERM that are counted and rated manually in the 

Postage Due Unit, the unit cost of all counting and rating activities performed by 

the Postal Service is: 

Ifrom Exhibit USPS-27Cl 

834 

SO.0827 
- SO.0231 

SO.0596 

line 1131 
line 1151 
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NDMSIUSPS-T27-2. 

a. Please confirm that for Test Year After Rates the BRMAS coverage factor is 
estimated at only 6.67 percent in USPS-27C. 

b. In Base Year 1996. how many facilities used automated BRMAS equipment to 
process ERM paying the BRMAS rate? 

c. In Test Year After Rates, how many facilities were expected to process BRM on 
automated BRMAS equipment? 

RESPONSE; 

a. Confirmed. 

b. Redirected to USPS. 

c. Redirected to USPS. 
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NDMSIUSPS-T27-4. 

a. For each year since Docket No. R90-1, what has been the BRMAS coverage 
factor? 

b. What are the major reasons why the BRMAS coverage factor has never reached 
the levels anticipated by the Postal Service in Docket No. R90-l? 

c. What sense does it make to have a ‘BRMAS Program’ when the coverage 
factor is less than 6 percent, and declining? 

RESPONSE: 

a. The BRMAS coverage factor is not available for any years between 1990 and 

1996. Between 1990 (when the Postal Service study used in SUPPOIZ of Docket 

No. R90-1 was done) and 1996 (when the BRM Practices Survey was done in 

suppo~ of Docket No. R97-1). no studies were done to estimate the BRMAS 

coverage factor. These data are not collected nationally in a Postal Service 

database. 

b. Redirected to USPS. 

c. Redirected to USPS. 

836 
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NDMSIVSPS-T27-5. 

Your testimony at p. 13 states that “a new BRMAS program is expected to be in 
place during the test year.’ 
a. What is the new BRMAS program? Please provide a brief explanation and 

submit a copy of the program as a library reference. 
b. When is implementation of the new BRMAS program expected to begin, and 

when is full implementation expected to be accomplished7 
c. How does the new BRMAS program differ from the old BRMAS program? 
d. What is the expected effect of the new BRMAS program on the BRMAS 

coverage factor? 

RESPONSE; 

The 5na.l proofreading of page 13 of my testimony before it was printed and filed did not catch 

the omission of the word “not” which should have appeared between the last word on line 1 and 

the first word on line 2. 

The sentence from which you quote should have read as follows: 

“Since a new BRMAS program is not in place as of the filing of tbis case, :and will not be 

in place during the test year, the current BRh4AS coverage percentage is thle applicable 

BN4A.S coverage factor to use in this model, cererisparibur.” 

A corrected page will be filed. 

Please note that pages 9 (footnote 6). and 10 (lines 9-10) of my testimony both correctly reflect 

tha! there will not be a new BRhlAS program in effect during the test year. 

a. - d. Redirected to USPS. 
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CHAIRMAN GLEIMAN: Last night, Witness Schenck 

provided a written response to Presiding Officer's 

Information Request Number 3, Question 27, accompanied by a 

motion for late acceptance. I will grant the motion for 

late acceptance administration enter Witness Schenck's 

responses into the evidentiary record. 

I am handing two copies to Mr. Tidwell, who is 

going to be kind enough to hand them to the reporter for me, 

and if the reporter would please have these transcribed into 

the record at this point and received into evidence. 

[Response of USPS Witness Schenk to 

Presiding Officer's Information 

Request Number 3, Question 27, was 

received into evidence and 

transcribed into the record.1 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(2021 842-0034 



a39 

Response OF USPS Witness Schenk 
To Presiding Officer’s Information Request No. 3 

27. In Library Reference H-l 79, Table 12, reasons for not using BRMAS software 
are given. According to this table, 49.9 percent of sites report that there is “not 
enough volume to justify use,” 7.8 percent of sites report that there are 
“problems with BRMAS software not solvable on the local level,” and 6.3 
percent give “other” as the reason for not using BRMAS software. 

a. Please describe all problems with BRMAS software that have been identified. 
Please discuss the reasons these problems are “not solvable on the local level.” 

b. Though only 6.3 percent of sites gave “other” as a response, this 6.3 percent 
constitutes 33.7 percent of BRM volume. Please describe what “other” reasons 
there may be for not using BRMAS software. 

RESPONSE: 

a. I am not aware of what problems there are with BRMAS software, or why these 
problems are “not solvable on the local level.” The sites did not say in the 
survey what these problems were, or why they were not solvable on the local 
level. Please see the USPS response to NDMSIUSPS-T27-4. 

b. Other reasons that sites gave as to why they were not using BRMAS’ to sort 
BRMAS-rated mail were: have never used BRMAS, but don’t know why; 
barcoded BRM arrives mixed with manual (letters); don’t know how 1:o use it; 
BRMAS reports not provided by servicing P&DC; and some responded “other” 
but gave not reason. 
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CHAIRMAN GLEIMAN: Does any participant have 

additional written cross-examination for Witness Schenck? 

[No response.] 

CHAIRMAN GLEIMAN: There doesn't appear to be any. 

The only party that indicated an interest in 

cross-examination of this witness was the Magazine 

Publishers of America requesting followup cross-examination 

and if you don't have cross-examination, you can't have 

followup cross-examination and I don't see any familiar 

faces from MPA in the room right now in any event so I am 

going to assume that there is, unless I hear otherwise from 

someone, that there is no cross-examination for this 

witness. 

Is there anyone else who cares to cross-examine? 

[No response.] 

CHAIRMAN GLEIMAN: There is not. 

I believe there may be a couple of questions from 

the Bench. 

Commissioner LeBlanc? 

COMMISSIONER LeBLANC: Ms. Schenck, Dr. Schenck, 

is it fair to conclude that a large portion of the increase 

in the unit cost of counting and rating the BRAMAS qualified 

mail is driven by the fact that so little of this mail is 

actually processed in the BRAMAS operation? 

THE WITNESS: Yes, I think that is a fair 

ANN RILEY & ASSOCIATES, LTD. 
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characterization. 

COMMISSIONER LeBLANC: Then moving right along 

here, in your testimony at page 13 you state that, and I 

quote, "A new BRAMAS program is expected to be ,in place 

during the test year." 

THE WITNESS: And that, if I may interrupt for a 

moment, that is one of the corrections that I made to the 

testimony when I first -- when we first entered it, that 

that sentence should read a new BRAMAS program is not 

expected to be in place. 

COMMISSIONER LeBLANC: Then that answers -- that 

answers some of the other stuff that we have then. Okay, I 

just wasn't following along on that. Thank you. That was 

my fault. 

Appreciate it. Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Does any participant have 

followup as a result of questions from the bench? 

If not, redirect. 

[No response.1 

CHAIRMAN GLEIMAN: No redirect. 

No recross. 

Dr. Schenck. 

THE WITNESS: Urn-hum. 

CHAIRMAN GLEIMAN: I want to thank you for your 

patience with us today. We appreciate your apptearance here 

ANN RILEY & ASSOCIATES, LTD. 
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today, and I'm sure that some of your fellow witnesses are 

quite jealous at this point, and if there's nothing further, 

again I want to thank you for your contributions to our 

record, and you're excused. 

THE WITNESS: Thank you. 

CHAIRMAN GLEIMAN: The next witness will be 

Witness Plunkett. I would like to take a lo-minute break 

right now. Before we turn off the mike and go off the 

record for 10 minutes, I just want to remind people we do 

have Witness Plunkett. There are four parties that have 

indicated cross-examination. And then three other 

witnesses, one of whom there does not appear to be any oral 

cross for. So that leaves us with three more witnesses. 

My guess is we're going to go for a while this 

evening, and it's only a guess, but if you have a car parked 

in the garage downstairs, you should make some accommodation 

or be prepared to make some accommodation at our next break, 

which will be about 5:30-ish or so, to go down, pay your 

parking fee, get your car keys, and lock your car up so that 

you'll be able to get it out of the garage, because the 

garage closes at 7:00 o'clock, and unless you do that before 

7:0o, you will wind up spending the night trying to find 

some other means of getting home. 

So with that, we'll take 10 now and come back at 5 

after the hour. 

ANN RILEY & ASSOCIATES, LTD. 
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[Recess.] 

CHAIRMAN GLEIMAN: Mr. Rubin, whenever you're 

ready. 

MR. RUBIN: The Postal Service calls Michael K. 

Plunkett as its next witness. 

CHAIRMAN GLEIMAN: Mr. Plunkett, would you please 

raise your right hand? 

Whereupon, 

MICHAEL K. PLUNKETT, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

CHAIRMAN GLEIMAN: Please be seated. 

DIRECT EXAMINATION 

BY MR. RUBIN: 

Q Mr. Plunkett, do you have two copies of a document 

titled "Direct Testimony of Michael K. Plunkett on Behalf of 

United States Postal Service," and -- and is that designated 

as USPS-T-40? 

A Yes, that's correct. 

Q And was this testimony prepared by you or under 

your supervision? 

A Yes, it was. 

Q And if you were to testify orally here today, 

would this be your testimony? 
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A Yes, it would be. 

MR. RUBIN: With that, I am -- I will hand two 

copies of the direct testimony of Michael K. Plunkett on 

behalf of the United States Postal Service to the reporter 

and ask that the testimony be entered into evidence in this 

docket. 

CHAIRMAN GLEIMAN: You sure you don't want to make 

any corrections. 

THE WITNESS: Not at this time, thanks. 

CHAIRMAN GLEIMAN: Thank you. 

Any objections? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Mr. Plunkett's 

testimony and exhibits are received into evidence, and I 

direct that they be accepted into evidence. As is our 

practice, they will not be transcribed into the record. 

[Direct Testimony of Michael 

K. Plunkett, Exhibit No. 

USPS-T-40 was marked for 

identification and received 

into evidence.] 

CHAIRMAN GLEIMAN: Mr. Plunkett, have you had an 

opportunity to examine the packet of designated written 

cross examination that was made available earlier today? 

THE WITNESS: Yes, I have. 
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CHAIRMAN GLEIMAN: And if those questions were 

asked of you today, would your answers be the :same as those 

you previously provided in writing? 

THE WITNESS: Yes, I have, but I wou:Ld point out 

that yesterday we filed two corrected responses to two of 

the interrogatories. The specific interrogatories were 

OCA/USPS-T-40-31, sub-part (a), and I believe the other was 

DBP/USPS-26, and that was also sub-part (a). 

CHAIRMAN GLEIMAN: Okay. 

THE WITNESS: Those have been incorporated into 

the packets. 

CHAIRMAN GLEIMAN: Mr. Rubin, do you have the 

corrected packages or do I have the corrected packages? 

MR. RUBIN: I think witness Plunkett has them. 

CHAIRMAN GLEIMAN: Witness Plunkett? 

Well, I'm going to ask my colleague to step in 

here and assist us a little bit. 

Thank you, Commissioner LeBlanc. 

Two copies of the corrected designated written 

cross examination having been given to the reporter, I 

direct that they be accepted into evidence and transcribed 

into the record. 

[Designation of Written 

Cross-Examination of Michael 

K. Plunkett was received into 
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Answer To Interrogatories 
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OCA\USPS: Interrogatories T30-5 and 8. 
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Postal Service. 

United Parcel Service OCA\USPS: Interrogatories T22-3(c)-(d) of the 
OCA redirected from witness 
Treworgy. 

Respectfully submitted, 
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DFCIUSPS-T40-1. Please refer to your testimony at page 12, lines 2-6. Please 
assume that a customer wishes to obtain proof of delivery of a letter. This 
customer decides that he has two choices: 

1. Purchase return-receipt service from the Postal Service; 

2. Not purchase return-receipt service, but instead enclose a self- 
addressed, stamped post card inside the letter. The post card would 
request that the recipient sign the post card, indicate on the post card 
the date on which the letter was delivered, and either indicate that the 
letter was delivered to the address on the mail piece or provide the 
address at which the letter was delivered if that address differed from 
the address on the letter. The self-addressed post card would request 
that the recipient mail back the post card promptly. 

a. Please confirm that a customer might be faced with these two 
choices. 

b. Please confirm that option (1) and option (2) would provide the 
customer with the same amount and reliability of information about the 
delivery of the letter. If you do not confirm, please explain your answer 
fully. 

c. For the purpose of assisting the Commission in determining the value 
of return-receipt service, please explain all differences between option (1) 
and option (2) that might make option (1) more valuable than option (2). 

DFCIUSPS-T40-1 Response: 
a. Assuming the circumstances in your question, confirmed. 

b. Option 2 would provide the information that is comparable in quantity 

and reliability to option 1 only under certain circumstances,. The 

hypothetical example provided appears to imply a cordial relationship 

between sender and recipient such that the recipient has no reason to 

either withhold information or provide false information to t:he recipient, 

As many return receipts are used in conjunction with ongoing legal 
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proceedings in which the recipient may benefit from the provision of 

faulty information, it would not be safe to assume that the scenario 

envisioned in this interrogatory is typical. In addition, in many cases 

the recipient might fail to fill out the post card, or fail to mail it back to 

the sender. Since return receipt service makes delivery conditional 

upon the recipients signing the return receipt card, it is more likely that 

the requested information will be provided to the sender. Finally, ~when 

purchased in conjunction with certified mail, return receipts provide a 

mailing receipt and a record of delivery. 

c. In option 1, the Postal Service acts as a disinterested third party in 

confirming the date on which an article was received, ancl the address 

to which it was delivered. While the relative value of objective 

information depends on the relationship between the sender and the 

recipient, it would be reasonable to conclude that it is non-trivial. 

Furthermore, option 2 places greater demands upon the recipient for 

the provision of information. Senders who place a high value upon the 

time of the recipient, or who merely wish not to inconveni,ence the 

recipient would undoubtedly value option 1 more highly. As discussed 
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c. in part b. option 1 often would provide more, and more reliable, 

information to the sender, along with a record of delivery 
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DFCIUSPS-T40-2. Please provide all evidence that the Postal Service has to 
indicate the percentage of customers who would consider a return receipt 
showing to whom a mai! piece ‘yas delivered, the date of delivery and the 
address of delivery to be at least 35 cents more valuable than a return receipt 
showing to whom a mail piece was delivered and the date of delivery. 

DFCIUSPS-T40-2 Response: 

I am not aware of any study that would either confirm or refute the 

assertion that customers consider return receipts that provide the address of 

delivery to be 35 cents more valuable than those which do not. However, as 

indicated in Docket No. MC96-3, 10 percent of return receipt customers paid an 

additional 40 or 4.5 cents for receipts that provided the address of delivery in FY 

95 (PRC Op., MC96-3. App. D, Sch. 3, p. 15). Additional customers who were 

unaware of the old address option for return receipt service may also find the 

address information worth at least 35 cents. The confirmation of a correct 

address through the new check-off box also might be worth at least 35 cents for 

some customers 

As this interrogatory suggests that the proposed 35 cent fee increase is 

predicated on the provision of address information for all return receipts. some 

additional clarification may be required. The proposed fee increase is intended 

to reflect not only the improvement in the service itself, but increases in test year 

costs, and a new application of the statutory pricing criteria as well. The Postal 

Service thus is proposing a cost coverage that reflects the value ‘of return receipt 

service better than the 125 percent coverage recommended by the Commission 

in Docket No. MC96-3. 
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DFCIUSPS-T40-3. Please provide all evidence that the Postal Service has to 
ir+cate the percentage of customers who would not consider a return receipt 
showing to whom a mail piece was delivered, the date of delivery, and the 
address of delivery to be at least 35 cents more valuable than a return receipt 
showing to whom a mail piece was delivered and the date of delivery. 

DFCIUSPS-T40-3 Response: 

852 

See my response to DFC/USPS-T40-2. 
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DFCIUSPS-T404. Please provide all evidence that the Postal Service has to 
indicate the percentage of customers to whom the address information on a 
return receipt is of atiy positive value. 

DFCIUSPS-T40-4 Response: 

See my response to DFCIUSPS-T40-2. 
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DFCIUSPS-T40-5. Referring to the Docket No. MC96-3 record if necessary, 
please provide all evidence or data that the Postal Service has to estimate the 
cost associated with providing: 

a. The new address.on a return receipt if a piece of mail is delivered to 
an address different from the one on the mail piece; 

b. A check mark in the check-off box to indicate that the piec:e of mail 
was delivered to the address on the mail piece. 

DFCIUSPS-T40-5 Response: 

a. See USPS LR-H-107. pages 40-41 (copy attached) 

b. Please refer to my testimony, page 14, lines 11-17. 
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DFCIUSPS-T40-6. Referring to the Docket No. MC96-3 record if necessary, 
please provide the approximate percentage of all return receipts that will be 
delivered at an address different from the address on the mail piece. 

DFCIUSPS-T40-6 Response: 

The estimated percentage is 1.13 percent (Docket No. MC96-3, Tr. 4/1098). 
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DFCIUSPS-T40-7. Please refer to your testimony regarding the F~roposed new 
delivery-confirmation service. 

a. Please provide all standards relating to the time that should be 
allowed to elapse between (~I) the time that a parcel for which a customer has 
purchased delivery confirmation was delivered and (2) the time at which the 
telephone- or Internet-based delivery-confirmation system will reflect the delivery 
data. 

b. will a customer be eligible for a refund if the delivery-confirmation 
data are not posted to the delivery-confirmation system within a specified period 
of time after delivery of the parcel? If not, why not? 

c. Please provide all data that are available about the speed with which 
delivery-confirmation data become available to customers who access the 
existing Express Mail tracking system. 

DFCIUSPS-T40-7 Response: 

a. Delivery offices will upload delivery confirmation at the close of the 

workday. Customers will therefore be able to access delivery 

confirmation information on the evening of the day on which delivery 

was completed 

b. As the implementation of delivery confirmation depends in large part 

upon the outcome of the instant proceeding, there are many details 

that have yet to be finalized. Currently there are no plaiis to offer 

refunds, partly owing to the fact that many customers will pay nothing 

for the service, while those who do will pay a relatively modest 

amount. Moreover, the proposed cost coverage for delivery 

confirmation is sufficiently low that implementation of a refund system 

may well result in costs exceeding revenues. 
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b. As with delivery confirmation data, Express Mail delivery information 

generally is uploaded at or before the conclusion of the workday, and 

consequently should be available to customers on the (day that delivery 

is made 
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DFCIUSPS-T40-7. Please explain the rationale for DMM section $j S915.1.2, which 
restricts the availability of return-receipt service to Express Mail and mail sent certified, 
COD, insured for more than $50, or registered. 

DFCIUSPS-T40-7 Response: 

Return receipt service is not designed as a stand alone service, but instead is used in 

conjunction with other “accountable services” for which unique identifiers are assigned 

and delivery records are maintained. Delivery records, in conjunction with unique 

identifiers, are of particular importance when customers request duplicate return 

receipts and return receipts after mailing, neither of which could be provided in the 

absence of a delivery record. 
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DFCKJSPS-7’40-8. Please explain the rationale for requiring a person who, at the time 
of mailing, desires only a return receipt showing proof of delivery of a First-Class letter 
to purchase either certified mail, which provides proof of mailing and a record of 
delivery at the delivery post office, or another of the special services listed in DMM 
§ s915.1.2. 

DFCIUSPS-T40-8 Response: 

See the response to DFC/USPS-T40-7, concerning the delivery record feature of return 

receipt service. Although one could argue that customers who are willing to forgo the 

opportunity to purchase duplicate return receipts or return receipts after mailing would 

benefit from availability of return receipts without a delivery record, it is likely that the 

costs of such a product would be greater than that for the current return receipt service 

Currently, the costs of creating the delivery record required for return receipts are 

attributed to the special services listed in DMM S915.1.2, and not to return receipt 

service. In the absence of these special services, costs such as the c:ost of having the 

carrier wait for the recipient to come to the door to sign the return receipt, would need to 

be added to the costs of providing return receipt service 
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DFCIUSPS-T40-9. Please provide the cost of each element or activi!? related to 
return receipt for merchandise (I am seeking information that is similar to the 
information that you provided in Attachment to DFCIUSPS-T40-5). 

DFCIUSPS-T40-9 Response: 

The attachment to DFC/USPS-T40-5 provides the requested costs for return receipt for 

merchandise service, which include all of the costs for return receipt service, plus an 

additional cost presented in line 1B. 
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DFCIUSPS-T40-13. Please refer to DMM fi S917.2.3(f). F~o, \rJhich situation is the cost 
of providing return receipt for merchandise service lower: (1) A customer is not home, 
but the sender signed the waiver on Form 3804, so the delivery employee signs for the 
article on the first delivery attempt; or (2) A customer is not home and the sender did 
not sign the waiver on Form 3804, so the Postal Service must make another delivery 
attempt or hold the article for pickup at the post office. Please explain your answer in 
detail and quantify cost information. 

DFCIUSPS-T40-13 Response: 

While these costs have not been studied, it appears that the costs for situation (1) 

would in general be lower, 
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DFCIUSPS-T40-14. 

a. Please provide the percentage of articles sent via return rec:eipt for 
merchandise for which the sender signed the waiver on Form 3804. 

b. Please provide the percentage of articles sent via return receipt for 
merchandise for which the delivery employee signed for the article on ,the first delivery 
attempt because the addressee or his agent was not available to accept the shipment. 
(Assume that the sender signed the waiver on Form 3804.) 

DFCIUSPS-T40-14 Response 

a and b. The Postal Service does not track the number of instances where senders 

waive the signature requirement, or the number of instances in which i:he employee 

864 

signs for the article 
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DFCIUSPS-T40-15. Please refer to your response to DFCIUSPST40.1. 

a. Would it be reasonable to conclude that, in a significant number of the 
instances in which a sender elects to use return receipt, the relationship between 
sender and recipient is something less than cordial or that the recipient may benefit 
from the provision of faulty information about date of delivery? If not, please explain. 

b. At least in those instances in which the recipient may benefit from provision 
of faulty information about the existence or date of delivery, does the fact that the 
Postal Service retains possession of the mail piece until the recipient Ggns the Form 
3811 return receipt contribute significant value to return-receipt service? If not, please 
explain. 

c. At least in those instances in which the recipient may benefit from provision 
of faulty information about the existence or date of delivery, does the fact that the 
Postal Service acts as a disinterested third party in confirming the date on which an 
article was delivered and the address of delivery contribute significant value to return- 
receipt service? If not, please explain. 

d. Please confirm that the Postal Service either places the date of delivery on 
the Form 3811 return receipt or, if the recipient has already placed the date of delivery 
on the Form 387 1, verifies the accuracy of the date of delivery If you confirm, does this 
practice contribute significant value to return-receipt service? Please explain. 

DFCIUSPS-T40-15 Response: 

a. This may be the case for some proportion of these transactions, but it need 

not be true for all transactions. 

b. While I am unaware of any attempt to quantify the value cLrstomers derive 

from this aspect of return receipt service, I believe it is reasonable to 

conclude that there is some value associated therewith. 

c. See the response to subpart b 

d. Confirmed. See the response to part b. The Postal Service in this case acts 

as a disinterested third party, thus adding value to return receipt service 
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DFCIUSPS-T40-16. 

a. Do any instances exist in which the Postal Service, pursuant to a 
written or unwritten agreement, understanding, or procedure, regularly or 
routinely delivers to any private company, indrvidtial, or government agency orner 
than the Postal Service letters, flats, or parcels with the Forms 3811, Domestic 
Return Receipt, still attached and allows the recipient, at a later time and not 
under the visual supervision of a postal employee, to sign the Forms 3811, 
indicate the date of receipt on the Forms 3811, and then return the Forms 3811 
to the Postal Service for return to the sender? 

b. If your answer to part (a) is yes, please explain fully, cite all known 
examples, and reconcile your response with applicable postal regulations. 

DFCIUSPS-T40-16 Response: 

a. I am not aware of any instances of this kind 

b. Not applicable. 
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DFClUSPS-T40-17 

a. Do aily instances exist in which the Postal Service, pursuant to a 
wm .‘n or unwritten agreement, understanding, or procedure, regularly or 
routinely (1) delivers letters, flats, or parcels to any private company, individual, 
or government agency other than the Postal Service, (2) removes the Forms 
3811, Domestic Return Receipt, prior to or simultaneously with delivery, and then 
(3) allows the recipient, at a later time and not under the visual supervision of a 
postal employee, to sign the Forms 381 1, indicate the date of receipt on the 
Forms 3811, and then return the Forms 3811 to the Postal Service for return to 
the sender? 

b. If your answer to part (a) is yes, please explain fully, cite all known 
examples, and reconcile your response with applicable postal reguMions. 

DFCIUSPS-T40-17 Response: 

a. I am not aware of any instances of this kind 

b. Not applicable. 

867 



RESPONSE OF POSTAL SERVICE WITNESS PLUNKEl-T TO 
INTERROGATORIES OF DOUGLAS F. CARLSON 

DFCIUSPS-T40-18. 

a. Do any instances exist in which the Postal Service, pursLlant to a 
written or univritten agreement, understanding, or procedure, regularly or 
routlnelq delivers letters, flats, or barrels to any private company, individual, or 
government agency other than the Postal Service, with the Forms 3i311, 
Domestic Return Receipt, either still attached to or already removed from the 
letters, flats, or parcels, and then allows the recipient to sign the Forms 3811 
under conditions that prevent the Forms 381 1 from being under the visual 
supervision of a postal employee while the recipient is signing them? 

b. If your answer to part (a) is yes, please explain fully, cite iall known 
examples, and reconcile your response with applicable postal regulations. 

DFCIUSPS-T40-18 Responsk 

a. I am not aware of any instances of this kind 

b. Not applicable 
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DFCIUSPS-T40-19. 

a. Please confirm that POM 5 822.1 12 provides that return receipts must 
be mailed not later than the first workday after delivery If you do nol: confirm, 
please explain. 

b. Please confirm that the POM 5 822.112 requirement described in pan 
(a) adds value to return-receipt service. If you do not confirm, please explain. 

c. Please refer to the two options presented in the introductory portion of 
DFWJSPS-T40-1 and confirm that the POM 5 822.112 requirement described in 
part (a) tends to make option (1) more valuable to many mailers than option (2). 
If you do not confirm, please explain. 

DFCIUSPS-T40-19 Response: 

a. The Postal Operations Manual speaks for itself 

b. Confirmed 
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c. Confirmed 
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DFCIUSPS-T40-20. 

a. Please refer to your response to DFCIUSPS-T40-8 and czonfirm that 
the cost of creating a delivery record for return receipt for merchandise is not 
attributed to a special service that is listed in DMM 5 S915.1.2. If you do not 
confirm, please explain fully and, if applicable, explain why costs for return 
receipt for merchandise would be attributed to a special service listed in DMM 5 
S915.1.2, given that return receipt for merchandise can be purchased 
independently of any other special service. 

b. Please confirm that all costs for return receipt for merchandise, 
including the cost of creating a delivery record at the delivery post office, are 
attributed exclusively to return receipt for merchandise. If you do not confirm, 
please explain. 

DFCIUSPS-T40-20 Response: 

a. Confirmed. 

b. My understanding is that the cost study provided for return receipts in LR-H- 

107 adds 50 percent to the carrier time for regular return receipts to account 

for additional carrier time for return receipts for merchandise. I am not sure 

whether the resulting additional cost is enough to cover the cost of creating a 

delivery record at the delivery post office, along with any other costs for return 

receipts for merchandise which are over and above the costs for regular 

return receipts. 
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DFCIUSPS-T40-21. 

a. Will delivery-confirmation service provide proof of mailing’? Please 
explain. 

b. When a customer who purchases manual delivery-confirmation 
service leaves the window, will he have a dated receipt proving that he mailed 
the item on a particular date? 

c. Will delivery confirmation provide a record of delivery at thle delivery 
post office that is similar to the record of delivery that is created for certified mail 
or return receipt for merchandise? 

DFCNSPS-T40-21 Response: 

a. No. See response to subpart (b). 

b. Customers purchasing delivery confirmation service at a retail unit will be 

provided with a receipt showing the amount paid for the service, the tracking 

number that can be used to confirm delivery, and the telephone number to 

call in order to verify delivery. There is no requirement that the receipt be 

c. No. Delivery offices are required to scan barcodes on delivered pieces, and 

to then upload the necessary information to a centralized database. This 

database will serve as the sole depository of delivery confirmation data. 

871 



RESPONSE OF POSTAL SERVICE WITNESS PLUNKEnT0 
INTERROGATORIES OF DOUGLAS F. CARLSON 

872 

DFCIUSPS-T40-22 

a. Please confirm that, under the Postal Service’s proposal in Docket 
No. q97-1, a customer who sends a piece of mail via Priority Mail will have the 
optit?:’ of purchasing manual delivery confirmation for $0.35 as well as a return 
rereipr for the proposed return-receipt fee of $1.45. If you do not confirm, please 
explain. 

b. Suppose a mailer desires only a return receipt showing to whom the 
mail piece was delivered, the date of delivery, and the address of delivery (if the 
address is different from the address on the mail piece). This mailer a.lso desires 
only whatever proof of mailing that the delivery-confirmation selvice may or may 
not provide. Please confirm that a mailer who desires only the information 
described in this question will be able to obtain that information for $1.80 if he 
sends his mail via Priority Mail (using delivery confirmation and return receipt) 
but will be required to pay $3.00 to obtain this information if he sends lhis letter 
via First-Class Mail (since he will need to purchase certified mail and return 
receipt). Please explain your answer. (Note that this mailer places no’ value on 
the proof of mailing that certified mail provides.) 

c. If you confirm in part (b), please explain why a customer who uses 
First-Class Mail should be required to pay $1.20 more than if he used Priority 
Mail, just to obtain the same information. 

d. Please explain why a customer who uses Priority Mail should have the 
option to forgo the services of certified mail and directly obtain delivery . 
confirmation and a return receipt, while a customer who uses First-Class Mail 
must pay for the more-expensive certified mail even if he does not want to 
purchase certified mail. 

e. Please explain why the proposed delivery-confirmation service should 
not be offered for customers who wish to use First-Class Mail and return receipt. 

1. Please explain why a service that is identical in function to return 
receipt for merchandise should not be available for non-merchandise that is sent 
via First-Class Mail. 

g. Please explain why the Postal Service would support or oppose a 
proposal to offer a new service called “Return Receipt Service” that would 
provide the same services as return receipt for merchandise and would be 
available for all First-Class Mail. In your answer, consider that this service might 
or might not be offered in conjunction with delivery-confirmation servioe. 

h. Please explain why the services described in parts (e), (f), and (g), if 
they were available, would not provide a valuable service to customers. 
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DFCIUSPS-T40-22 Response: 

a. Confirmed. 

b. Confined, with the understanding that the $1.80 provides the information in 

electronic from rather than the hard copy return receipt card provided for 

$3.00, and assuming the Postal Service’s proposals are recommended by the 

Commission and implemented by the Postal Service. I would also point out 

that in most cases the customer would pay an additional $2.87 in postage 

given the rates proposed in R97-1. 

c-f. Delivery confirmation was developed in response to interest from Priority and 

Standard (8) customers. While this does not rule out later availability of 

delivery confirmation for letter mailers, there are a number of operational 

issues that need to be resolved before this could happen. For example, 

letters are sorted primarily through automated equipment, many into delivery 

point sequence. Moreover, some of these letters are bundled for direct 

delivery, for instance to large volume customers. Absent a method for 

capturing delivery confirmation pieces, there is some likelihood that carriers 

would fail to notice delivery confirmation letters. As parcels generally are 

distributed through mechanized means and are handled individually by the 

carriers, this is not an issue for parcels. 

Another issue relates to acceptance. Single piece First-Class letters are 

accepted primarily through collection boxes, so window service costs are 

minimal. However, if delivery confirmation were available with First-Class 
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Mail, each such piece would result in an additional window service 

transaction. As parcels are accepted predominantly through window 

transactions, the incremental window cost of providing delivery confirmation is 

limited to the additional time required to proces? the delivery confirmation 

transaction, as shown in witness Treworgy’s testimony (USPS-T-22, 

Appendix B). While the cost impact of these operational issues have not 

been studied, they suggest that the cost of providing delivery confirmation for 

First-Class Mail would be higher than the cost of providing the service with 

parcels. Moreover, while return receipt service with delivery confirmation 

service provides the same information as return receipt service with other 

special services, some customers might value the hard copy return receipt 

provided in the latter case more than the electronic version provided with 

delivery confirmation service, and may be willing to pay an additional $1.20. 

g. 1 am not aware that a proposal such as this has been considered. rjupport or 

opposition would depend on numerous factors such as expected cost, 

customer demand, and the impact on other products and services, none of 

which has been studied. In addition, the operational issues discussed in 

response to parts c-f need to be addressed. Also, see witness Treworgy’s 

response to OCA/USPS-T22-8. 

h. Presumably these services would be of value to some consumers. What is 

not known is how much customers would be willing to pay for these services, 

or what it would cost to provide them. For example, the operational issues 

discussed in response to parts c-f need to be addressed. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKEiTT TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 875 

OC;VUSPS-T40-1. This set of ipt+rrogatories concerns the insurance portion of your 
direcf testimony (excluding express mail insurance, and, except, as to OCNUSPS-TJO- 
31, bJk mail insurance). To the extent you do not have personal knowledge or the 
qualifications necessary to respond to a question, please refer the question to an 
appropriate witness or to the Postal Service for an institutional response. Please 
confirm that pursuant to DMM S913.1.1, insured mail provides up to $5,000 indemnity 
coverage for a lost, rifled, or damaged article, subject to the standards for the service 
and payment of the applicable fee. If not confirmed, please explain. 

OCAIUSPS-T40-1 Response. 

The DMM speaks for itself. 
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OCAIUSPS-T40-2. Confirm that pursuant to DMM S913.1.3. among the types of mail 
ineligible for insurance are: nonmailable matter, articles so fragile they cannot be 
carried safely in the mail regardless of packaging, and articles not adequately prepared 
to withst,ind normal handling in the mail (with the pro!&0 that “[a]s a rulfs, any mailable 
package should be insurable.“). If not confirmed, please explain. 

OCAIUSPS-T40-2 Response. 

See OCAJUSPS-T40-1. 
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OCAIUSPS-T40-3. Confirm that DMMSO10.2.11 (a) provides, inter alia, that insurance 
for loss or damage to insured mail is payable for actual value of lost articles at the time 
and place of mailing, and cost of repairing a damaged article or repracing a totally 
damaged article not exceeding the actual value of the article at the time of mailing. If 
not confirmed, please explain. 

OCAAJSPS-T40-3 Response. 

See OCAJUSPS-T40-1. 
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OCA/USPS-T40-4. Confirm that DMM SO10.2.13 provides: “The USPS does not make 
payment for more than the actual value of the article or for more than the maximum 
amount covered by the fee paid.” If not confirmed, please explain. 

OCAIUSPS-T40-4 Response. 

See OCA/USPS-T40-1. 
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OCAAJSPS-T40-5. Confirm that the Postal Service denies insurance claims, under 
DMM SO10.2.14, according to the following standards, interalia: (1) a requested 
replacement value exceeding actual value at the time and place of mailirng, (2) damage 
by abrasion, scarring, or scraping to articles not proper!y wrapped for protection, (3) 
fragile nature of the article prevented its safe carriage in the mail, regardless of 
packaging, and (4) nonmailable items, prohibited items, or restricted iterns not prepared 
and mailed according to postal standards, or any item packaged in such a manner that 
it could not have reached its destination undamaged in the normal course of the mail. If 
not confirmed, please explain. 

OCA/USPS-T40-5 Response. 

Confirmed if by denying claims you mean refusal to pay replacement value in excess of 

the actual value at the time of mailing. Claimants in such cases are entitled to recover 

the actual value of the article. 
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OCAIUSPS-T40-6. Confirm that under DMM SO1 0.2.15, the Postal Service 
“depreciates a used article either lost or damaged based on the life expectancy of the 
article.” If not confirmed, please explain. 

OCAUSPS-T40-6 Response. 

See OCA/USPS-T40-1. 
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OCA/USPS-T40-7. Please provide all documents containing interpretations of the 
Postal Service’s DMM insurance regulations. There is no need to send identical copies 
of documents pursuant to this document request. 
a. Confirm that pursuar~rt to Dbihii S(110.4.0 the St. Louis Acc,ounting Service Center 

adjudicates and pays or disallows all domestic claims except the initial 
adjudication of domestic unnumbered insurance claims and those appealed to 
the Postal Service’s consumer advocate. If not confirmed, please explain. 

b. Separately list all documents containing interpretations of the Po:stal Service’s 
DMM insurance regulations used by the St. Louis Accounting Center, and submit 
all such documents (except to the extent they are identical to oth,ers already 
submitted). 

O&I/USPS-T40-7 Response. 

a. The DMM speaks for itself. 

b. When adjudicating claims, Accounting Center employees are expected to conform 

to the guidelines of the DMM. It is my understanding that in doing so, these 

employees rely on the observations of the employee to whom the damaged article is 

presented. Employees are expected to evaluate each claim based o,n the physical 

characteristics of the article and the materials used to package it; no additional 

guidelines are published. 
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OCAIUSPS-T40-8. Do you agree that, pursuant to the above regulations, the Postal 
Service compensates insureds for the depreciated value of an article, <and not its 
replacement value? Please comment. 

OCAIUSPS-T40-8 Response. 

Yes. 
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OCA/USPS-T40-9. Please describe all circumstances, if any, where the Postal Service 
will compensate an insured for the replacement value of an article. Please specifically 
addre~;s in your response how the Pos?& Service treats insurance clakns for articles 
that the insured purchased new on or near the day the article was placed in the mail, 
i.e.. does the Postal Service provide replacement value coverage? Please explain. 

OCAIUSPS-T40-9 Response. 

The Postal Service will compensate an insured for the replacement value of an article in 

such instances where the replacement value is equal to the actual value, for instance 

when an article is new and when the insured presents a sales receipt, invoice, or 

statement of value from a reputable dealer as set forth in DMM $ S010.2.6(a), 
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OCA/USPS-T40-IO. Please supply all documents relating to depreciation standards, 
depreciation guidelines, or other depreciation decisional rules used to handle insurance 
claims. 

OCAJUSPS-T40-10 Response. 

Employees are advised to depreciate items based on the article’s value and it’s 

remaining useful life using a straight line method. For example, a five year old 

television with a $500 retail value, and an expected life of ten years would have a 

depreciated value of $250. No additional guidelines are published. 
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OCA/USPS-T40-11. Does the Postal Service provide notice to purchasers of insurance 

as to the extent of coverage provided by the insurance, e.g., that they iare buying 

depreciation value insurance and not replacement value insurance? If so, please 

explain, and supply non-identical copies of any insurance brochures provided to 

customers, 

a. 

b. 

If such insurance brochures exist, how many were distributed during the last 
fiscal year to retail postal offices? 
If such brochures do not exist, why not? 

OCAIUSPS-T40-11 Response. 

PS Form 3813-P (Receipt for Insured Mail (Domestic or International), ,which customers 

fill out when purchasing insurance, explains the terms and conditions of coverage, and 

advises customers that coverage is limited to the value of the contents at the time of 

mailing in the event of loss or complete damage. In addition, Publication 201 

Consumer’s Guide to Postal Services and Products, and‘Publication 12:2 Customer 

Guide to Filing Domestic Claims or Registered Mail Inquiries both expla,in the terms and 

conditions applicable to insurance claims, Copies will be filed as library reference H- 

273. 

a. Form 3813-P: 1,900,484 

Publication 122: 92,000 

Publication 201: 2,260,OOO 

Shipments of Publication 122 were suspended early in FY 96 pending the 

outcome of Docket No. MC96-3. 

b. Not applicable. 
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OCA/USPS-T40-12. How many complaints about, objections to, and appeals from 
insurance denials were filed with the Postal Service by insureds during the last fiscal 
year? 
a. As to the above, how inany related to circums:.ances where the insured tnought 

or maintained that replacement value and not depreciated valu,e should be the 
compensation standard? 

b. Of the complaints, objections and appeals referred to above, how many were 
granted in whole or in part. Include settlements of claims in your answer, and 
specify the number settled. 

OCAAJSPS-T40-12 

a-b. In FY 97,408 appeals were filed. Of these claims 129 were denied, 132 were 

paid, and 147 remain pending. None of these claims involved disputes as described in 

subpart (a). 
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OCA/USPS-T40-13. Submit all reports, surveys, studies, and internal memoranda 
relating to the Postal Service’s issuance of depreciation insurance, including, but not 
limited to: (1) analyses of complaints from consumers, (2) analyses of customer 
relations regarding the issuance of insurance, (3) customer perceptions about what type 
of insurance they are buying, and (4) adequacy or inadequacy of insurance coverage. 

OCA/USPS-T40-13 Response: 

I am unaware of any reports, surveys, studies, or internal memoranda relating to this 

topic. 
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OCAIUSPS-T40-14, Is the insurance business of the Postal Service regulated by state 
insurance commissions? Please explain, including any legal citations necessary to 
support the Postal Service explanation. Also include any contrary legal citations if they 
exist. 

OCAIUSPS-T40-14 Response: 

I am not aware of any such regulation. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF THE OFflCE OF THE CONSUMER ADVOCATE 889 

OCAIUSPS-T40-15. Is the advertising or marketing of insurance by the Postal Service 
regulated by any federal agency, such as the Federal Trade Commissi80n (under its 
unfair or deceptive acts or practices authority). Please explain. 

OCABJSPS-T40-15 Response: 

1 am not aware of any federal agency actively regulating the advertising or marketing of 

insurance by the Postal Service. 
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OCA/USPS-T40-16. Explain what action a postal retail clerk will take if a customer 

asks what insurance purchased from the Postal Service covers and excludes. Supply 

all documents relating to this question. 

OCAIUSPS-T40-16 Response: 

Clerks trained in the DMM provisions relating to indemnity claims and, if asked such a 

question, are instructed to inform the customers of the appropriate DMM provisions. 

See DMM § SO10.2. See also response to OCA/USPS-T40-11. 
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OCAIUSPS-T40-17. In response to OCA/USPS-T2-10 In Docket No. MC97-5. 
redirected from witness Brehm, you stated that “postal indemnity provisions do not 
provide payment in the event an article is ‘not properly wrapped for protection,’ see 
DMM SO10.2.14(l) . _ . .” Please also refer to DMM S010.2.14(m), which: directs that a 
nonpayai :e claim includes: “Fragile nature of alticie pi.evented its safe c.lrriage in the 
mail, regardless of packaging.” 
a. In the last fiscal year for which records are complete, how many claims were 

denied because of the quoted language herein? 
b. When a customer asks to insure an article, does the postal clerk inform the 

customer of the above provisions? Please explain. If not, why not? 

OCPJUSPS-T40-17 Response. 

a. In FY 96, 10 claims were rejected because the fragile nature of the article 

prevented its safe carriage, and 26 were rejected because the articles had 

not been properly wrapped. 

b. According to Postal Operations Manual 5 813.1, the USPS employee at the 

window is required to ask whether the package presented for insurance 

contains fragile, perishable, or flammable matter. If the package does not 

contain such matter and to all outward appearances is adequately prepared, 

no further inquiry about contents is made. If the package contains such 

matter, detailed inquiry must be made to determine whether contents are 

admissible in the mail and are adequately packed. Depending on the results 

of said inquiry, clerks are expected to inform the customer of the relevant 

DMM provisions. 
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OCAIUSPS-T40-18. Does the Postal Service ever compensate uninsured mailers for 
items damaged by the Postal Service, for items lost in the mails, or for items rifled or 
stoien while the item is in the mailstream? Please explain. 

OCAIUSPS-T40-1 B Response. 

I am advised that the Postal Service defends against mailers’ claims folr loss or damage 

to the contents of mail matter for which postal insurance is not elected. 
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OCAJUSPS-T40-21. Has a mailer ever filed a lawsuit against the Postal Service 
because, though uninsured, the mailer alleged that the Postal Service had a legal 
responsibility to compensate it for items damaged by the Postal Service, for items iost 
in the inak, or for items stolen while Ihe kern is in the mailstream? Please oxp!ain, and 
piea;e povide (citations to all repelled court decisions related to this topic. 

OCAIUSPS-T40-21 RESPONSE: 

I have no particular expertise in legal research, and am not aware of any particular 

lawsuits. However, I am told that the Postal Service does receive claims of this nature, 

and defends against them under an exception to the waiver of sovereign immunity in 

the Tori Claims Act (28 U.S.C. § 2660(b)). 
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OCAIUSPS-T40-22. What standards does the Postal Service use to determine when 
the fragile nature of an item prevents its safe carriage in the mail, regardless of 
packaging? If the standards exist in a document, please supply it. 

OCAIUSPS-T40-22 Response. 

Determination that the fragile nature of an item prevented its safe carriage in the mail is 

the responsibility of the employee adjudicating the claim, in accordance with the 

provisions of DMM 5 SO10.2.14. It is my understanding that in doing so, these 

employees rely on the observations of the employee to whom the damaged article is 

presented for inspection under DMM 5 5010.2.8. Employees are expected to evaluate 

each claim based on the physical characteristics of the article and the materials used to 

package it; no additional guidelines are published. 
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OCA/USPS-T40-23. What standards does the Postal Service use to determine when 
an article is “not properly wrapped for protection” pursuant to DMM SOlO.2.14(1)? If the 
standards exist in a document, please supply it. 
a. Suppose a customer insures e parcel that upori external inspection looks 

properly packed; internally, however, the packaging is inadequate (i.e., “not 
properly wrapped for protection”). Under the standards of DMM SO10.2.14(1) will 
the insured’s claim be denied? 

b. In such cases does the Postal Service refund the insurance fee? If not, why 
not? 

OCAIUSPS-T40-23 Response: 

Determination that an article has not been properly wrapped for protection is the 

responsibility of the employee adjudicating the claim, in accordance with the provisions 

of DMM 5 SO10.2.14. It is my understanding that in doing so, these employees rely on 

the observations of the employee to whom the damaged article is presented. 

Employees are expected to evaluate each claim based on the physical characteristics 

of the article and the materials used to package it; no additional guidelines are 

published. 

a. Yes, if the claim is for damage to contents and the inadequate packalging 

contributed to the damage. 

b. No. The customer has still received the benefit of the bargain, i.e., coverage 

against loss or damage in all other circumstances for which insurance coverage is 

offered. 
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OCA/USPS-T40-24. Please confirm that under DMM 5010.3.2, if “the insured article is 
lost or the entire contents totally damaged, the payment includes an additional amount 
for the postage (not fee) paid by the sender.” If not confirmed, please explain. 
a. Please explain whether or not the Postal Service refunds the amount of postage 

spent by the insured mailer if the article has been rifled or stolen while within the 
postal system. If postage is not refunded, why not? 

b. Please explain whether or not the Postal Service refunds the amount of postage 
spent by the insured mailer if the article has been partially damaged while within 
the postal system. If postage is not refunded, why not? 

OCA/USPS-T40-24 Response: 

a. If an article is rifled while within the postal system, postage is not refunded. As the 

theft of an article would constitute total loss of the article, postage would be 

refunded. Postage is not refunded in the case of rifling because the customer has 

benefited from the service for which the postage was tendered; transportation of the 

article from origin to destination. 

b. In the case of partial loss, postage is not refunded. See my response ‘to subpart (a) 
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OCAIUSPS-T40-25. Confirm that pursuant to DMM SO10.2.14(p), the Postal Service 
will not pay an insurance claim where the damage is caused by shock, transportation 
environment, or x-ray, without evidence of damage to the mailing container. If not 
confirmed, please explain. 

it: 
Please define what is meant by “shock.” 
Please define what is meant by “transportation environment.” 

C. Does the Postal Service x-ray mail? Please explain. 
d. If your answer to the initial question herein is confirmed, why should it matter 

whether or not the mailing container is undamaged if the injury to the article was 
caused by, e.g., the “shock?” 

OCAIUSPS-T40-25 Response: 

The DMM speaks for itself. 

a. Shock in this instance refers to impact from an external stimulus. 

b. Transportation environment refers to the environmental factors, i.e. temperature, 

humidity, etc. to which the package is subject during transportation. 

c. No. 

d. The incidence of any of the factors listed in DMM 5 SO10.?.14(p), if sufficient to 

cause damage to the article contained therein, would presumably leave evidence of 

damage on the mailing container. In the absence of damage to the external 

container there is no way to ascertain whether damage to the article occurred while 

the article was within the postal system or prior to acceptance. 
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OCA/USPS-T40-26. Please refer to Table 1 in your direct testimony. 
a. The table lists the number of claims transactions for lost and damaged articles. 

However, there is no separate listing of indemnity transactions for articles subject 
to rifling I.: theft. IL “here claims data on artic!ns subject to rifling or theft? If 
there is, please sf~pply it. If not, why not? 

b. Confirm that Table 1 shows that in 1996 insureds received in-pocket $6,297,137 
to compensate the insureds for lost articles, and insureds received in-pocket 
$5,304,726 to compensate insureds for damaged articles. If not confirmed, 
please explain. And, if not confirmed, please provide the actual amounts 
insureds received in-pocket as to both categories. 

C. Please provide data on the average replacement value, and the average 
depreciated value, of the paid claims listed in Table 1, by amount insured (i.e., 
value up to 50, value up to 100, etc.). If the data cannot be gathered in this 
manner, please provide all other available data that would show the average 
replacement value and the average depreciated value of the articles for which 
claims were approved. If no such data is available, please explain why it is not. 

OCAIUSPS-T40-26 Response: 

a. Claims are classified either as loss or damage. To the extent that rifling results in 

either of these, the claims are considered to be loss or damage. There is no 

separate accounting for rifled items. Similarly, loss claims include claims resulting 

from theft. 

b. Confirmed. 

c. Claims data do not include replacement value. Average indemnity pa.yments for FY 

96 are provided in the table below. 

Average Indemnity 
ValueUpTo Lost 1 Damaged 1 Total 

50 $ 40.20 $ 35.50 $ 36.41 
100 $ 65.01 $ 65.61 $ 73.67 
200 $163.27 $ 115.64 $ 136.34 
3w $259.00 $ 173.79 $ 211.70 
400 $349.26 $ 235.51 $ 200.29 
500 $436.40 % 262.45 $ 350.45 

i546.66 6 354.59 $ 440.66 

Total 1$125.65 % 104.49 $ 115.09 
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OCAIUSPS-T40-27. What instructions are given to customers concerning the 
appropriate value to declare once the customer has declared a wish to buy insurance? 
Provide all documents relating to this question. 

OCAIUSPS-T40-27 Response: 

If the customer does not ask any additional questions, clerks are requirecl only to 

inquire as to the nature of the contents (see response to OCAAJSPS-T40-17 (b)). 

However, if asked by the customer about the appropriate value to declare, clerks are 

instructed to inform the customers of the appropriate DMM provisions. See DMM 5 

SO10.2.11. See also response to OCAAJSPS-T40-11. 
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OCA/USPS-T40-28. Please refer to your direct testimony beginning on page 3 where 
you discuss the Postal Service’s insurance proposals in this case. At page 6 you state: 
“At the same time, the primary surface alternative provides a limited amount of 
innu?ance as par’ of the basic price.” ‘?!ease clarify this sentence. What or .who is the 
primary surface alternative? Please also describe what you know about the limited 
amount of insurance provided by the primary surface alternative. 

OCAIUSPS-T40-26 Response: 

United Parcel Service (UPS) is the primary surface alternative. Published shipping 

rates for UPS ground service include insurance up to $100 in value. 
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OCAIUSPS-T40-29. Please confirm that DMM SO10.2.14(g) provides thal the Postal 
Service will not pay a claim based on consequential damages. If not confirmed, please 
explain. 

OCAJUSPS-T40-29 Response: 

The DMM speaks for itself. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKETT TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER AD\IOCATE 902 

OCAIUSPS-T40-30. Please describe fully how the Postal Service interprets the phrase 
“consequential damages” set forth in the DMM regulation. 
a. Supply all documents relating to the interpretation of the phrase “consequential 

damages” set forth in the DMM regulation 
b. In the last fiscal year, how many claims by insureds included consequential 

damages claims? Of those claims, how many were denied? 
C. Do postal clerks inform customers wishing to buy insurance that the insurance 

does not cover consequential damages? If not, why not? 

OCAIUSPS-T40-30 Response: 

Consequential damages would be damages incurred by the recipient of a lost or 

damaged article as a consequence of the loss or damage of the insured alrticle. 

a. A definition of consequential loss is provided in Publication 122, Customer Guide to 

Filing Domestic Claims or Registered Mail Inquiries, p. 25. See response to 

OQVUSPS-T-40-11. 

b. Records of paid claims do not include amounts for consequential loss. Of all 

insurance claims disallowed in FY 96, one was disallowed on the basis that it was 

for consequential losses. 

C. If the customer does not ask any additional questions, clerks are required only to 

inquire as to the nature of the contents (see response to OCA/USPS-T40-17 (b)). 

However, if asked by the customer about consequential damages, clerks are 

instructed to inform the customers that consequential damages are not covered. 

See DMM 5 SO1 0.2.11. See also response to OCAIUSPS-T40-11. 
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DBP/USPS-26 [c] Confirm, or explain if you are unabk to do so, that when 
delivering a Return Receipt for Merchandise article, that Ihe deiivery employeo must 
obtain two separate signatures from the addressee, one on the Postal Service delivery 
record [irrespective of whether there is a single article to deliver this way or multiple 
articles for delivery on some form of manifest] and the second on the Return Receipt 
card PS Form 3811. [d] Confirm, or explain if you are unable to do so, t:hat the time 
and therefore costs for obtaining both signatures for Return Receipt for Merchandise 
service are charged to that service since there is a single fee. 

DBP/USPS-26 Response: 

c. Confirmed, except when the customer instructs the Postal Service to deliver without 

obtaining the recipient’s signature. See DMM 5 S917.2.2f. 

d. Please see my response to DFCIUSPS-T40-20. 

7 
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OCA/USPS-T40-31 Response: 

a. Confirmed, but #only in the sense that, in most instance s, bulk insurance customers 

would receive their replacement cost for the article being insured. While the 

relevant DMM provisions have not been written at this point, the proposed service 

calls for mailers to receive the lesser of either the actual or wholesale value of the 

article [emphasis added]. As indicated in my testimony, this will presumably be 

equal to replacement cost in many cases. Note that this treatment of bulk insurance 

claims is in no way intended to be advantageous relative to the treatment of, 

insurance claims. In fact, the replacement cost for wholesalers is of&n less than the 

actual value (which is based on retail price) for the individual customer. Consider a 

hypothetical example where an individual purchases a garment mail (order with a 

retail price of $175 and a wholesale cost of $125. If the retailer ships. the article 

using bulk insurance and the article is lost, the retailer would be entitled to recover 

$125. If, on the other hand, the customer receives the article intact a.nd 

immediately mails the article to a third party, purchasing insurance, the customer 

would be entitled to recover $175 in the event of loss. 

b. For the examples sited in subpart (b) I would agree. However, the replacement cost 

for these types of mailers is the wholesale cost, not the retail price. 

c. The method for determination or definition of wholesale cost has not yet been 

d. No such provisions exist at this time. 

e. See subpart c. I would expect the ‘wholesalecost” to be $100. 
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f. As indicated in subpart (b), the replacement value for household mailers generally is 

much higher than the replacement value for bulk mailers, so offering replacement 

value insurance for non-bulk customers would not necessarily treat them the same 

as bulk mailers. Moreover, for most of the intended users of bulk insurance, insured 

articles will be new merchandise. Consequently these mailers woulcl be entitled to 

recover the replacement value of these articles in the event that they are lost or 

completely damaged. As indicated in my response to OCADJSPS-T40-9 household 

mailers are also entitled to recover the replacement value of new articles, albeit 

different replacement values than those available to bulk mailers. 

g. The likelihood that an article would have depreciated in the manner described in this 

question depenlds on the expected life of the article. In the hypothetical example 

presented, more than 60 percent ((250-l 00) + 250) of the article’s value would have 

to be depreciated before the actual value is less than the wholesale ,value. Only if 

the article has an expected life of less than 20 months (12 months +. 0.6) would this 

be the case. 

h. The specific qualifications and conditions that mailers will have to meet in order to 

qualify for bulk insurance have not yet been determined, beyond what is included in 

the proposed DMCS § 943.22. 
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REDIRECTED FROM WITNESS TREWORGY 

OCA/USPS-T22-3. Please refer to your direct testimony in Docket No. NIC97-2 at 23, 
Table 7, where you list final total unit attributable costs at $0.207541 for electronic DC 
and $0.495545 for manual DC. In the earlier proceeding, the proposed riates for 
electronic and manual DC were $0.25 and $0.50, respectively. In your direct testimony 
in this docket, Table 7 at page 17, you show total volume variable unit costs as $0.1486 
and $0.3349 respectively. In this proceeding, the proposed rates are $0.25 and $0.60, 
respectively. 

C. What policy decisions entered into the proposed pricing of electronic delivery 
confirmation relative to manual delivery confirmation in this docket? Explain 
fully. 

d. Please submit all documents relating to (c) 

OCAIUSPS-T22-3 Response. 

c. The Standard (B) manual fee is 35 cents more than the Standard (B) electronic fee, 

while the manual costs are 33.41 cents more than the electronic costs. For discussion 

regarding application of ratemaking criteria in this instance, please see my testimony 

(USPS-T-40, pp. 16-22). 

d. I am unaware of any documents relating to (c), other than my testimony in Docket 

No. R97-1 (USPS-T-40, pp. 16-22). 
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DBP/USPS-24 [al Confirm, or explain if you are unable to do so, that Return 
Receipt for Merchandise service will provide the following four services to a mailer: t. 
Proof that the article was mailad [namely, the maiiirrg receipt may be poslmarked at the 
office of mailing], 2. The ability to utilize Restricted Delivery will be permitted, 3. The 
article will be signed for by the addressee and the record of delivery’ wilt be maintained 
by the office of delivery, and 4. The ability to receive proof of delivery will be available 
[namely, the Return Receipt PS Form 38111. [b] Enumerate any other services that 
are available to the user of this service or indicate that there are none. This only 
includes those services that one would obtain by utilizing the specific Return Receipt for 
Merchandise alnd not other services that may be utilized for the parcel such as 
insurance, COD, etc. [c] Confirm, or explain if you are unable to do so, that an article 
which is sent by Certified Mail - Return Receipt Requested will provide to the mailer the 
same identical services available as noted for Return Receipt for Merchandise in 
subparts a and b above. This assumes that I am able to utilize the service either by the 
contents of the parcel, the level of service that I desire, or the rate at which I send the 
article. (d] Confirm, or explain if you are unable to do so, that if I have a l-112 pound 
domestic parcel containing merchandise which I desire to send by Priority Mail, the 
postage will be $3.00. [e] Confirm, or explain if you are unable to do so, that if I wish to 
utilize the Return Receipt for Merchandise service in connection with this parcel, I will 
pay an additional $1.20 or a total of $4.20 for the service. [f] Confirm, or explain if you 
are unable to do so, that if I wish to utilize the Certified Mail - Return Receipt Requested 
service in connection with this parcel, I will pay an additional $2.45 [$I .35 Certified Mail 
fee and $1.10 Return Receipt fee] or a total of $5.45 for the service. [g] List and 
explain any reasons why a knowledgeable mailer should utilize the more expensjve 
Certified Mail - Return Receipt Requested service over the less expensive Return 
Receipt for Merchandise service when the service received will be identical. [h] 
Confirm that Priority Mail is a subclass of First-Class Mail and is sealed against Postal 
Inspection. [i] Confirm, or explain if you are unable to do so, that the Postal Service will 
not be able to determine whether a Priority Mail parcel contains merchandise and 
therefore may utilize the Return Receipt for Merchandise service or contains non- 
merchandise and therefore may not utilize the service. [j] What penalty, if any, is there 
for a mailer who is already utilizing Priority Mail service [either because of the weight 
and/or desire for t,he delivery standards] and who wants some form of mailing receipt / 
proof of delivery service utilizing the Return Receipt of Merchandise service [as 
opposed to Certified Mail - Return Receipt Requested] regardless of whether or not the 
parcel contains merchandise? [k] Confirm, or explain if you are unable to do so, that 
the proposed rate1 for Return Receipt for Merchandise is $1.70 and the total fee for 
Certified Mail - Retum~ Receipt Requested is $1.55 plus $1.45 or $3.00. [I] Explain why 
in both the present and proposed rate schedules, the fee for Certified Mail - Return 
Receipt Requested is between 176% and 204% of the fee for Reium Receipt for 
Merchandise when both services provide identical benefits to the mailer. 

OBPIUSPS-24 Response: 

1 
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a. Not confirmed. Restricted delivery service is not available to customers who 

purchase return receipt for merchandise service. 

b. There are no ,other services available. 

c. Not confirmed. See response to subparts (a) and (g). 

d. Confirmed. 

e. Confirmed. 

f. Confirmed. 

g. Customers purchasing certified mail and return receipt service are aJso able to 

purchase restricted delivery, and are able to request return receipts after mailing: 

services which1 are unavailable to customers purchasing return receipt for 

merchandise service. Furthermore, customers using certified mail a.nd return receipt 

may deposit their mail in street letterboxes, post office maildrops, or any other 

receptacle for First-Class Mail subject to DMM 5 912.2.5. Return receipt for 

merchandise customers must mail articles at a post office, branch, or station or give 

them to a rural carrier (DMM 5 917.2.1). 

h. Confirmed. 

i. Not confirmed. As indicated in my response to subpart (g), customers must present 

these articles to USPS employees for acceptance. The physical characteristics of 

the mailpiece (if it is flat for example) may indicate that the article does not contain 

merchandise. 

j. I am unaware of any attempt to impose penalties on mailers who attempt to 

circumvent DMM provisions as described. Typically, when an employee becomes 

aware that a customer is using a service for which they are not eligible, the practice 

is to inform the (customer of the appropriate regulation. However, as is pointed out 

in subpart (h), Priority Mail is sealed against inspection, making detection of such 

pieces difficult. To some extent, the Postal Service relies on the integrity of its 

customers not to send non-merchandise using a product called return receipt for 

merchandise. 
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k. Confirmed. 

I. Cssts for return receipt for merchandise are less than the combined costs [or 

certified mail and return receipts. See LR-H-107, and USPS-T-39, WP-17, page 1. 

Moreover, the services are not identical. See response to subpart (g). 
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DBP/USPSBS [a] Confin, or explain if you are unable to do so, that the 
proposed fee for Certified Mail will be $1.55, for Return Receipt for Merchandise wilt be 
$1.75, and for individual Certificate of Mailing will be $0.60. [b] Confirm, or e;:,&in if 
you are iunable to Lit so, that the cost coverage Certified Mail will be 133%. [c] What 
will the cost coverage be for Return Receipt for Merchandise? [d] What will the cost 
coverage be for an individual Certificate of Mailing? [e] Based on the fees shown in 
subpart a and the cost coverage values shown in subparts b through d, what will the 
costs be for each of the three services listed in subpart a. [fl Is the cost value 
determined by dividing the proposed rate by the decimal value of the cost coverage 
percent [for example, a fee of $2.00 with a cost coverage of 164% would have a cost of 
$2.00 divided by 1.64 or $1.221 [g] If not, explain how it is calculated. [h] Is there any 
interaction between the rates and costs for Certified Mail vs. those for Return Receipt 
service or have the two rates been evaluated independently of each other? [i] Fully 
explain any interaction. [i] What percentage of Certified Mail articles utilize Return 
Receipt Service? [k] With respect to these three services, confirm, or explain if you are 
unable to do so, that there is no added service or costs associated with the processing 
or handling of the article from the time of the completion of its acceptance into the mail 
stream at the acceptance postal facility to the time at which it becomes necessary to 
“trap” the article at the delivery office so that it may be properly handle,d for the type of 
service being requested. [I] Confirm, or explain if you are unable to do so, that there 
are no costs associated at the delivery office with respect to articles for which a 
Certificate of Mailing had been issued and therefore there will be no costs associated 
with this service once the completion of its acceptance into the mail stream at the 
acceptance postal facility has been completed. [m] For each of the three services, list 
each of the specific cost elements which relate to and are charged to that service and 
the costs associated with that element for the time up until dispatch of the article from 
the acceptance postal facility. These cost elements should include the following [if the 
costs for any of these elements are not charged to the service, so indicnte. If any 
additional items apply, so indicate them and provide the data]: 1. Cost of advertising 
the service, 2. Cost of training employees regarding the service, 3. Cost for designing 
and printing the necessary forms. 4. Cost for shipping, storing, and distributing the 
forms, 5. Cost for window services to explain the service, and 6. Cost for the 
acceptance of the article by the acceptance office, including, but not limited to, 
observing the article, postmarking the receipt, discussion with the customer, and 
possible record keeping. [n] For Certified Mail and Return Receipt for Merchandise 
services, list each of the specific cost elements which relate to and are charged to that 
service and the costs associated with that element for the time starting at the point at 
which the article is ‘trapped” at the delivery office. These cost elements should include 
the following [if the costs for any of these elements are not charged to the service, so 
indicate. If any additional items apply, so indicate them and provide the data]: 1. Cost 
of ‘trapping the article’ at the delivery office, 2. Cost of any special handling that may 
be required to process these at the delivery office, 3. Cost of turning accountability for 
the articles over from the processing employee[s] to the delivery employee, 4. Cost 
associated with the delivery of the article by the delivery employee to the addressee, 5. 
Cost for “clearing” the delivery employee of the accountability after the return to the 
office, 6. Cost for subsequent delivery attempts for articles returned after the first 

4 
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attempt, 7. Cost for returning undeliverable articles, 8. Cost for filing delivery receipts, 
9. Cost for handling inquiries received for the article, 10. Cost for processing the PS 
Form 3811 for Retr~:m Receipt for Merchandise service at the .&zlizsry office before it is 
entered into the retail stream, and 11. Cost for transmission of the PS Form 3611 from 
the delivery office back to the original sender of the parcel. [o] If subparts k and I result 
in any added cost elements, provide the data requested in subparts m and n for them. 
[p] With respect to the three separate costs that you provide for each of the three 
services in your response to subpart m, if the value is different between the three 
services for the same cost element, fully explain the difference for each separate cost 
element. [q] Same as subpart p except for the two services and your responses to 
subpart n. [r] Same as subpart p for any responses to subpart o. [s) If all of the costs 
enumerated in subparts m through o do not add up to the corresponding total cost 
provided in subpart e, explain the reasons for the difference. [t] Do the costs specified 
in subpart n item 11 match the cost of processing and delivery of a post card or 
stamped card? [u] If not, explain why not. 

DBP/USPS-25 Response: 

a. Confirmed for certificates of mailing. Not confirmed for return receipt for 

merchandise, which has a proposed fee of $1.70. 

b. Answered by witness Needham. 

c. Cost coverages are normally calculated for subclasses or special services, not for 

individual components of a particular special service. However, the implied cost 

coverage for return receipts for merchandise is 147 percent. 

d. Cost coverages are normally calculated for subclasses or special services, not for 

individual components of a particular special service. However, the implied cost 

coverage for an individual certificate of mailing is 122 percent. 

e. See LR-H-107. Unit costs for return receipt for merchandise and individual 

certificates of mailing are $1 .16 and $0.49 respectively. Note that these costs are 

not based on fees and implicit cost coverages. 

1. No, Cost coverages are derived by dividing the total revenues of a service by the 

volume variable costs of that service. Implied cost coverages for specific 

components of a service can be calculated by dividing the fee by the unit cost of a 

particular component. 

g. See rasponse to subpart (f) 

h. Answered by witness Needham. 

5 
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i. Answered by witness Needham. 

j. Answered by witness Needham. 

k. Confirmed for return receipt for mer?,andise and certificates of mailing. 

1. Confirmed. 

m-s. For the Postal Service’s cost analysis of return receipt for merchandise, see 

response to DFCI’USPS-T40-9, and for Certificates of Mailing see LR-H-107 page 18. 

t-u. The cost study supporting return receipts uses the processing and delivery cost ~of 

single piece cards as a proxy for the actual cost of returning a return receipt. See LA- 

H-107, p. 39. 

6 
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OCAIUSPS-T40-31. Please refer to page 8 of your direct testimony where you state as 
to bulk insurance: “The proposed bulk inr,:rranr:e service wnuld provide indemnity for 
the lesser of the actual value of the article at the time of mailing or the wholesale cost of 
the contents to the sender. This is a reasonable approach because Nle lost value to 
the shipper is the replacement cost of the article, which may be different from the retail 
price.” [emphasis added.] 

a. 

b. 

S: 

e. 

f. 

9. 

h. 

Confirm that the Postal Service proposes a wholesale cost type of insurance for 
bulk mailers ,that will compensate these mailers for the replacement value of the 
item. If not confirmed, please explain. 
It would appear that for certain classes of bulk mailers (e.g., manufacturers, 
companies that sell items through catalogs) the compensation standard will 
normally be replacement cost, since the items they will mail will be new. Please 
comment. 
Please explain how “wholesale cost” will be determined and defined. 
Provide any proposed or finalized DMM provisions relating to this type of 
insurance. 
Suppose a manufacturer mails items whose cost of manufacturer (sic) is $100 
apiece. It sells the items for $150 apiece to a distributor. The distributor in turn 
sells them to a retailer for $200 apiece. The retailer sells them to the public for 
$250 apiece. Under the terms of the proposal, what is the “wholesale cost” at 
which price the manufacturer will be compensated? 
Why is the Postal Service not offering replacement value insurance to all 
customers, including hous.ehold mailers who typically will not be able to take 
advantage of the bulk insurance proposal? Further, please explain why this 
disparate treatment is not discriminatory as to mailers who cannot take 
advantage of the bulk insurance requirements. 
At page 8 you also state that “indemnity costs for bulk insurance are expected to 
be lower than for basic insurance. Current insurance coverage provides 
indemnity for the actual value of the article at the time of mailing.” Please now 
refer to the hypothetical in (e) herein. Suppose that the ultimate purchaser of the 
item, e.g., a household consumer, keeps the item after purchase ,from the retailer 
and uses it for a year, but then mails it insured to a relative. Is it not likely or 
possible that the depreciated value of the item after a year will be lower than the 
wholesale cost value? Please explain. 
We cannot discern either from your direct testimony or from the proposed 
changes to the DMCS (see Request of the United State Postal Service for a 
Recommencled Decision on Changes in Rates of Postage and Fees for Postal 
Services, Attachment A, p. 81) what the bulk mail insurance qualifications and 
conditions will be. Please describe any such proposed qualifications and 
conditions, including applicable DMM language. Include in your explanation any 
volume requirements to be attached to the proposal. 
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DBP/USPS-27 [a] Confirm, or explain if you are unable to do so, i:hat effectigo 
June 8. 1997, the service for return receipts changed requiring the delivery employee to 
indicate the adr(~.:,is of delivery if different from the address on the mailpiece. [b] 
Co,:?-n, or oxprain if you are unable to do so, that the service available on June 8th 
represents a difference in the service that was provided at the basic fee on June 7th. 
[c] Other than the mention on Page 9 of the May 22, 1997 Postal Bulletin, provide 
references and copies of all directives issued by Headquarters notifying the field of this 
change. [d] Has the Postal Service conducted any tests to determine the level to which 
the field is complying with the requirements to provide an updated address when 
appropriate? [e] If so, provide details and results of the tests. [fj If not, explain,why 
not including reasons why one would consider Return Receipt service to be a quality 
service, particularly with respect to providing customers with updated addresses. 

DBPIUSPS-27 Response: 

a. Confirmed. 

b. Confirmed. 

c. Materials will filed as LR-H-286. 

d. I am not aware of any tests that have been conducted thus far. 

e. NA 

1. As barely three months have passed since implementation a test at this time would 

be premature. Moreover, any of the headquarters offices that would typically 

perform such tests have been devoting the bulk of their resources to the preparation 

and litigation of R97-1. 



RESPONSE OF POSTAL SERVICE WITNESS PLUNKETT TO 915 
INTERROGATORIES OF DAVID B. POPKIN 

DBP/USPSQB [a] Confirm, or explain if you are unable to do so, that Section 
822.111 of the Postal Operations Manual [POM] requires that the delivering carrier or 
window clerk will ohtain the signature or authorized signature stamp of the recipient of 
an ariicfe utilizing tnc Fet-;m Receipt Service, [b] Confirm, or explain if you are unable 
to do SO, that POM Section 822.111 also requires the delivery employee must complete 
the date of delivery if the addressee has not already done so. [c] Would it be 
reasonable to expect the delivery employee to check to ensure that the Return Receipt 
has been properly signed? [d] Would it be reasonable to expect the delivery employee 
to check to ensure that the Return Receipt has the name of the addressee printed in 
addition to the signature? [e] Would it be reasonable to expect the (delivery employee 
to check to ensure that the Return Receipt has the correct date of delivery entered on 
it? [f] Would it be reasonable to expect the delivery employee to check to ensure that 
the Return Receipt has been properly completed? [g] Would it be reasonable to 
expect the delivery employee to make any necessary corrections to the information 
provided on the return receipt? [h] Explain any negative answers to subparts c through 
g. [h] Will the (delivery employee referenced in POM Section 822.111 always be an 
employee of the United States Postal Service? [i] If your response to subpart h is not 
an unqualified yes, list all examples and instances in which the deliv’ery employee will 
not be a USPS employee. h] Do the requirements of POM Section 822.111 apply to 
the necessity of having the delivery employee ensure that the Return Receipt is 
completed at the time of delivery [the time at which the custody of the mail is 
transferred from the control of the United States Postal Service to the control of the 
addressee]? [k] If not, explain any instances in which it is not required. [I] Do the 
requirements of POM Section 822.111 apply to the necessity of having the delivery 
employee ensure that the Return Receipt is completed at the time of delivery ‘with 
respect to all agencies, departments, or organizations of the federal government? [m] 
Same as subpart I except with respect to those of any state or local government. [n] 
Same as subpart I except with respect to delivery to any non-government addressee. 
(01 Do the requirements of POM Section 822.111 apply to the necessity of having the 
delivery employee ensure that the Return Receipt is completed at the time of delivery 
regardless of the number of return receipts that are involved in the delivery? [p] 
Explain and list any instances with respect to any negative answers to subparts I 
through o. [q] Confirm, or explain if you are unable to do so, that the delivering 
employee will be required in all instances to determine if the delivery address differs 
from the original address shown on the article and if so to provide the new address on 
the Return Receipt card. [r] Confirm, or explain if you are unable to do so, that the 
delivering employee will be required in all instances to determine if the delivery address 
differs from the original address shown on the article and if not to check the box on the 
return receipt card to indicate that the article was delivered to the same address as 
originally addressed. [s] Confirm, or explain if you are unable to do SO, that the 
requirements specified in subparts q and r will apply to all types of addressees 
including, but not limited to, those types mentioned in subparts I through o. [t] Confirm, 
or explain if you are~.unable to do so, that the delivering--employee will be required in all 
instances to give all return receipts to the clearing clerk daily. [u] Confirm, or explain if 
you are unable to do so, that subpart t means that for all return receipts which are being 
requested for mail which is delivered on a given day will be turned over to the clearing 
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clerk that same day. [v] Confirm, or explain if you are unable to do so. that the 
requirements specified in subpart t will apply to all types of addressees including, biit 
not limited to, those types mentioned in subparts I t3ough o. 

DBPIUSPS-28 Response: 

a-b Objection filed September 25, 1997. 

c-h. POM 5 822.111 states that the delivering employee must examine the card for 

completeness and make any necessary corrections. What is reasonable depends on 

the circumstances. 

h. No. 

i. The delivering employee may be a highway contract route driver. 

j-p. POM 5 822.111 does not appear to require completion at the time Iof delivery. 

q. Confirmed. 

r. Confirmed. 

s. Confirmed. 

1. Confirmed. 

u. Confirmed, when practicable. POM fj 822.112 gives the clearing employee until the 

next workday to mail the completed return receipt to the customer. 

v. Confirmed 

10 
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DBPIUSPS-29 [a] Confirm, or explain if you are unable to do so, that Section 
822.112 of the F’ostal Operations Manual requires that the clearing clerk must evaluate 
all return receipt,s that have been turned in to ensure that they are propr;;ly combfeted. 
jb] Would it be reasonable to expect the clearing clerk to check to ensure that the 
Return Receipt has been properly signed? [c] Would it be reasonable to expect the 
clearing clerk to check to ensure that the Return Receipt has the name of the 
addressee printed in addition to the signature? [d] Would it be reasonable to expect 
the clearing clerk to check to ensure that the Return Receipt has the correct date of 
delivery entered on it? [e] If there are any instances where the retlurn receipt is not 
given to the clearing clerk on the date of delivery, explain how the clearing clerk would 
be aware of the date of delivery? [fJ Would it be reasonable to expect the clearing 
clerk to check to ensure that any requirements for restricted delivery have been 
complied with? [g] Would it be reasonable to expect the clearing clerk to check to 
ensure that any requirements for notifying the sender of a new address have been 
complied with? Ih] Would it be reasonable to expect the clearing clerk to check to 
ensure that any requirements for notifying the sender that there is no new address 
[namely, the box has been checked to show this] have been complied with? [i] What 
corrective action should the clearing clerk take if in evaluating a return receipt it is 
noticed that 1. the card is not properly signed, 2. the name of the person signing has 
not been properly printed, 3. the correct date of delivery has not been shown, 4. the 
restricted delivery requirements have not been complied with, 5. a new address has 
not been provided when there is one, or 6. the box has not been checked when there 
is no new address. b] Confirm, pr explain if you are unable to do SO, that all return 
receipts must be mailed [namely, placed into the mail stream for processing and 
transporting and delivery to the sender] no later than the first workday after delivery. [k] 
Explain why POM Section 822.112 does not require that the clearing clerk mail the 
return receipt card on the date of delivery rather than allowing it to be held until the next 
workday. [I] Confirm, or explain if you are unable to do so, that the requirements 
specified in subparts b through j will apply in all instances regardless of the type of 
addressee or the number of return receipts involved. [m] Confirm, or explain if you are 
unable to do so, that the clearing clerk referenced in POM Section 822.11 is an 
employee of the United States Postal Service. 

DBPIUSPS-29 Response: 

a. Not confirmed. POM § 822.112 states: “The clearing clerk must check all return 

receipts to make sure that they are properly signed and dated.” 

b. In general, yes. 

c. This checking would go beyond what’s required by POM s-822.1 12. 

d. In general, yes. 

II 
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e. The clearing employee could be informed by the delivering employee in such cases, 

f. In general, yes. 

g. In general, thi,s checking would go beyond what’s required by POM 5 822.112. 

h. In general, this checking would go beyond what’s required by POM 5 822.112. 

i. For subparts 1.2,3, and 5, clearing clerk should notify delivering employee. For 

subpart 4, as indicated in POM 5 822.112, a corrected return receipt should be 

obtained from the addressee. 

j. Confirmed, based on POM 5 822.112. 

k. In some cases, carriers may be cleared of their accountable items after the final 

dispatch of outgoing mail has left the delivery unit. In addition, the return receipt 

might require corrective action. 

1. Not confirmed. Please see my responses to parts b through j. The POM does not 

provide any special procedures for different types of addresses or different numbers 

of return receipts. 

m. Confirmed, to the best of my knowledge. 

12 
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DBP/USPS-30 With respect to the utilization of other than a signature by hand on 
the return receipt (card. confirm or explain if you are unable to do so, that POM Section 
822.2 requires that, [a] In those cases where :no article is addressed to a federal or 
state official or agency, a rubber stamp showing the name of the agency or organization 
may be utilized. [b] This rubber stamp must show the name of the agency or 
organization and not just the name of an individual. [c] The ability to utilize a printed 
rubber stamp or other automated means [as opposed to one which has a facsimile of a 
written signature of an individual] may only be used by a federal or state agency. [d] A 
federal agency is one in which the employees of the agency are employees of the 
United States Government. [e] A state agency is one in which the employees of the 
agency are employees of one of the 50 states of the United States of America. [f] This 
provision does not apply to other governmental agencies such as, multistate agencies, 
counties, municipalities, school districts. [g] This provision does not apply to 
companies or other non-governmental agencies. [h] For all addressees other than 
federal and state agencies, the rubber stamp or other automated means) must include a 
facsimile, hand-written signature of the individual who is authorized to accept 
accountable mail. [i] The type of addressee noted in subpart h may not utilize a rubber 
stamp or other automated means which contains printed information only [such as the 
name of the agency]. 01 Explain any non-confirmations. 

DBPIUSPS30 Response: 

a. Objection filed. 

b. Objection filed. 

c. Confirmed. 

d. I can not confirm that this precise interpretation is implied by the POM. 

e. I can not confirm that this precise interpretation is implied by the POM. 

1. The POM specifies only state and federal government agencies. 

g. Not confirmed. POM 5 822.22 applies to other large well-known organizations with 

approval from the focal postmaster. 

h. That appears to be what POM 5 822.22 says. 

i. That appears to be what POM § 822.22 says. 

j. See parts d-i. 

13 
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DBPIUSPS-31 [a] Confirm that on August 1, 1996, Sandra D. Curran, Acting 
Manager, Delivery, sent a letter to all District Managers - Subject: Failure to Obtain 
Signature on PS Form 3611 Domestic Return Receipt. [b] Confim\. nr expiain if you 
are unable to do so, that this letter indicates that all District Managers are to take a 
proactive approach with all of their delivery offices to ensure that return receipts are not 
being signed for at a “later”, more convenient time and therefore this would require that 
the return receipt be signed for at the time of delivery. [c] Confirm, or explain if you are 
unable to do so, that this letter indicates that any long standing, unofficial arrangements 
that promote or provide for exceptions to the state procedures for “convenience” should 
be voided if they exist. [d] Confirm, or explain if you are unable to do so, that this letter 
indicates that a lack of realization by some employees that the customer has paid for 
this service and any arrangement that makes it easier for the addressee at the expense 
of that service should not be tolerated. [e] Is this letter still in force? [f] If not, provide 
a copy of the letter which superseded or modified it. [g] Provide copies and references 
of any directives that have been issued since August 2, 1996 which relate to the 
provision of return receipt service. 

a. Confirmed. 

b. Not confirmed. The letter asks managers to review current practices and void where 

necessary, those that are inconsistent with official procedures. 

c-d. Confirmed. 

e. I am not awarle of any subsequent letters which would have countermanded or 

superseded it. 

1. Not applicable. 

g. Not applicable. 

14 
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DBPAJSPS-32 [a] Bottom line, is it a requirement of the United States Postat 
Service that all accountable mail, including any return receipts that are associated with 
the mail piece, be signed [this inc!udes the use of a signature stamp under the 
provisions of POM Section 822.21 for by the addressee at the time of delivery [namely, 
when the control of the mail piece transfers from the United States Postal Service to 
that of the addressee] and that the requirements for the completion of the return receipt 
also be completed at the time of delivery in accordance with the provisions of POM 
Section 822 and that this applies to any and all addressees throughout the United 
States who might receive accountable mail and also applies regardless of the quantity 
of mail involved. [b] If your response to subpart a is not an unctuali,fied yes, provide a 
complete listing of all exceptions to the requirement and the authority authorizing that 
exception. [c] Confirm, or explain if you are unable to do so, that the cost for a return 
receipt is presently $1.10 and that this charge will apply for each separate accountable 
mail piece for which return receipt service is desired. [d] Confirm, or explain if you are 
unable to do so. that should there be 10,000 accountable mail pieces requesting return 
receipt service being delivered to a single addressee on a given day that each of the 
senders paid a fee of $1 .lO for the return receipt and that the total revenue received by 
the Postal Service for processing all ten thousand return receipts will be $11,000. [e] 
Confirm, or explain if you are unable to do so, that, on average when there is more than 
one return receipt involved for a given addressee, the average cost fclr processing each 
single return receipt will be less than the cost that would be entailed if the addressee 
only received a single mail piece requesting return receipt service. In other words, if the 
cost for handling a single return receipt on average was fifty cents, lhen the total cost 
for handling 100 return receipts for a single addressee at one time would be less than 
fifty dollars [resulting in an average cost of less than fifty cents each]. .[fj Do the cost 
figure for return receipt service take into account the potential savings in delivering 
multiple pieces at the same time? 

a. This is the goal. 

b. As there is no requirement, there can be no exceptions. In some cases it is possible 

that the signature takes place after delivery. 

c. Confirmed, assuming a regular return receipt rather than a return receipt for 

merchandise or return receipt after mailing. 

d. Your multiplication appears to be correct, and the fee for each return receipt would 

be $1.10. 

e. Having no available study to support this conclusion, I can not confirm. However, 

your assumption appears reasonable insofar as it suggests that some costs can be 

avoided when a carrier delivers multiple pieces with return receipts. I would note 

15 
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however, that the nature of return receipt service suggests that multiple pieces 

requesting return receipts addressed to a single recipient are relatively rare, 

I. I would expect ma; Ihe ccst figure does reflect these savings. It is my understanding 

that the original return receipt cost study, which is updated in LR-IH-107, collected 

data on the time and volume for return receipts at 26 CAG A,B, and C post offices. 

These data most likely include some return receipts for multiple pieces delivered at 

one time. 

16 
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DBPIUSPS-33 In order to determine that the Return Receipt service provides a 
value to the mailer, [a] Enumerate and provide details of all studies and tests that have 
been performed or conducted by the Postal Service in the past seven y:+ars [since 
h.hi R90-l] to determine the. mai!ing public’s needs and desires for return receipt 
service. [b] Same as subpart a except to determine the quality of service being 
received by return receipt users. [c] Same as subpart a except to determine the extent 
to which the return receipt service is being provided as mandated in the regulations. [d] 
Explain why the responses to subparts a through c indicate that the Postal Service is 
making a concerted effort to provide a quality service. [e] Confirm, or explain if you are 
unable to do so, that one of the purposes of the return receipt is to provide evidence of 
delivery to the sender and that this evidence is being provided by an independent third 
party, namely the Postal Service. [fj Confirm, or explain if you are unable to do so, that 
the Postal Service used to apply the red validating stamp to return receipts and that this 
procedure was terminated. [g] When and why was the use of this procedure 
terminated and provide copies of the directive doing so? [h] Wouldn’t the date on the 
red validating stamp be more likely to be correct than a date that was handwritten? [i] 
Wouldn’t the presence of the red validating stamp on the return receipt provide a 
greater level of authenticity of the return receipt than one without it? n] Explain any 
negative responses to subparts h and i particularly in light of the desire to provide a 
quality product. [k] Confirm, or explain if you are unable to do so, that the application 
of a red validation stamp impression on a~return receipt by other than’ an authorized 
Postal Service employee would be a violation of the law. [I] Are there any plans to 
resume the use of the red validating stamp? [m] When will the new form be available 
for return receipts which includes the box for indicating that the article! was delivered as 
addressed? [n] Will the instructions for the implementation of these Inew forms call for 
the immediate removal from service of the existing forms to ensure maximum use of the 
new form? [o] Confirm, or explain if you are unable to do.s.0, that there are times when 
the actual date of delivery is significant to the mailer utilizing return receipt service. [p] 
Confirm, or explain if you are unable to do so, that there are times when name of the 
recipient is significant to the mailer utilizing return receipt service. [q] Confirm, or 
explain if you are unable to do so, that there are times when prompt notification of 
delivery is significant to the mailer utilizing return receipt service. [r] Confirm, or explain 
if you are unable to do so, that provision of the return receipt as proof of delivery and 
proof of delivery date having been furnished by an independent, disinterested third 
party, such as the Postal Service, is significant to the mailer at times. [s] Confirm or 
explain if you are unable to do so, that failure of the Postal Service to process return 
receipts in the manner specified in the regulations may increase the likelihood of a 
decrease in value to the mailer who is expecting one of the services noted in subparts o 
through r. 

a. Witness Needham discussed one study showing that most certified mail 

customers desire return receipt service. See Docket No. MC96-3, USPS-T-8 at 

66-67; LR-SSR-110. 
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b. I am not aware of any such studies. 

c. I am not aware of any such studies. 

d. The Postal SeMce uiilizes ;~>any methods to ensure that employees and 

managers provide the services customers expect. The fact that studies have not 

been performed at a national level to determine the level to which the Postal 

Service has been able to meet this goal vis & vis return receipts should not be 

construed as meaning that there has been no concerted effort toward this end. 

Local managers have access to customer feedback via consLrmer service cards 

and other means. They are expected to utilize these data to improve their 

performance not only as regards return receipts, but for all products and 

services. 

e. Confirmed. 

f-l. Objection filed September 25,1997. 

m. This has not yet been determined. 

n. Typically, destruction of existing forms is called for only when a change in the 

nature of the service requires. For instance, when a block for the name of the 

addressee was added to return receipts, offices were instructed to destroy the 

old return receipts upon receipt of the new version. In this case, the nature of 

the service is not changing: the new receipt will provide an enhanced method for 

providing the same service. Consequently it is unlikely that the old forms will be 

destroyed, though that decision has not yet been made. 

o. Confirmed. 

pi Confirmed. 

9. Confirmed. 

r. Confirmed. 

s. Confirmed. 

18 
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DBPIUSPS-84 DMM Section 59151.6 states, Return receipt fees are refunded 
only if the USPS fails to furnish a return receipt. May a refund be claimed for the 
following: [a] The retrm receipt which is received back i,> not signed. [b] The retum 
receipt which is received back does not have the printed name of the recipient, [c] The 
return receipt which is received back does not show a date of delivery. [d] The return 
receipt which is received back shows an incorrect date of delivery. [e] The return 
receipt which is received back does not show a new address where delivered when 
there is one. [fl The return receipt which is received back does not have the box 
checked to show that there was no change of delivery address. [g] The return receipt 
which is received back was mailed by the delivery office later than the next business 
day following delivery. [h] The return receipt which was received back utilizes a rubber 
stamp or other automated signature which does not meet the requirements of POM 
Section 822.2. [i] There is evidence that the accountable mail wa.s delivered to the 
addressee to complete the return receipt at a later, more convenient ,time and therefore 
the return receipt was not obtained by the Postal Service at the time of delivery. [j] The 
return receipt is not received. [k] A duplicate return receipt indicates that the article 
was not delivered. [I] The article is returned by the Postal Service without delivery. [m] 
Confirm, and explain if you are unable to do so, that the referenced DMM section also 
implies that the return receipt which is furnished meets the requirements of the Postal 
Service. [n] Explain any of the items for which a refund of the return receipt fee would 
not be authorized, [o] Confirm, or explain if you are unable to do so, that the necessity 
of a sender to request a duplicate return receipt just to fix a problem caused by the 
improper completion of the original return receipt will reduce the value of the service to 
the mailer. 

a. Customer would not be entitled to a refund in this case: however, the mailer may 

request a duplicate return receipt under DMM 5 S915.4.2. 

b. Customer would not be entitled to a refund in this case; however, the mailer may 

request a duplicate return receipt under DMM 9 S915.4.2. 

c. Customer would not be entitled to a refund in this case; however, the mailer may 

request a duplicate return receipt under DMM § S915.4.2. 

d. Customer would not be entitled to a refund in this case; however, the mailer may 

request a duplicate return receipt under DMM 5 S915.4.2. 

e. Customer would not be entitled to a refund in this case; however, the mailer may 

request a duplicate return receipt under DMM 5 S915.4.2. 

19 
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f. Customer would not be entitled to a refund in this case; however, the mailer may 

request a duplicate return receipt under DMM 5 S915.4.2. 

g. Customer would not be entitled to a refund in this case. 

h. Customer would not be entitled to a refund in this case: however, the mailer may 

request a duplicate return receipt under DMM 5 S915.4.2. 

i. It is unclear how this would be known by the sender; however the customer would 

not be entitled to a refund in this case. 

j. The customer would be entitled to a refund. 

k. The customer would be entitled to a refund. 

1. The customer would be entitled to a refund. 

m. The DMM speaks for itself. The inference you draw does not appear to be 

consistent with the wording of DMM S915.1.6. 

n. See responses to subparts a-i, and DMM S915.1.6. 

o. Such a necessity certainly may reduce the value of service if the customer had 

expectation of a refund. 

20 
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DBPAJSPS-36 [a] Confirm, or explain if you are unable to do so, that when 
accountable mail is delivered, the addressee will be required to sign for the receipt 
of the mail utilizing either a single eccipt form, manifest delivery form, or other 
computerized listing of the type and number of each accountable mail article. [b] 
Confirm, or explain if you are unable to do so, that this signature will always be a 
hand signature. [c] If not, provide the authority [and furnish a copy] which 
authorizes the delivery without a hand signature. [d] Confirm, or explain if you are 
unable to do so, that this record of delivery will be maintained in the post office of 
delivery. [e] Confirm, or explain if you are unable to do so, that these records will 
be discarded after a period of time. [fl What is the authorized tim,e after which 
these records may be discarded? [g] Confirm, or explain if you are unable to do so, 
that a mailer who has a return receipt may receive confirmation of its validity by 
having the delivery office utilize the delivery record and provide this confirmation. [h] 
How would such confirmation be accomplished? [i] Confirm, or explain if you are 
unable to do so, that once the delivery records have been discarded, there will be no 
record of delivery maintained in the Postal Service. [j] Confirm, or explain if you are 
unable to do so, that once the delivery record retention period has passed and the 
records discarded, the mailer may no longer obtain confirmation of the validity of the 
return receipt. (k] Confirm, or explain if you are unable to do so, that the inability of 
a mailer to obtain confirmation of the validity of the return receipt could potentially 
reduce the value of the service to the mailer. [I] Confirm, or explain if you are 
unable to do so, that the use of the red validating stamp on the return receipt could 
mitigate or eliminate this potential loss of the value of the service. 

DBPAJSPS-36 Response: 

a. Not confirmed. See DMM § D042.2.0. 

b. Not confirmed. See DMM 5 D042.1.7.g. 

c. See response to subpart (b). 

d. Confirmed. A record of delivery will be maintained in the post office of delivery. 

e. Delivery records are retained for two years. 

1. See response to subpart (e). 

g. Confirmed. A duplicate return receipt is not available more than one year after 

the date of mailing. DMM § S915.4.1. 

h. See DMM 5 S915.4.0. 

i. Confirmed. 

21 
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j. Confirmed. However, a duplicate return receipt would already not have been 

available. See DMM 5 S915.4.1. 

k. Though there has been no study to quantify the value customers would place on 

confirming the validity of return receipts that are more than two ye.ars old, it is 

reasonable to assume that such value is negligible. 

I. See response to subpart (k). 

22 



RESPONSE OF POSTAL SERVICE WITNESS PLUNKET-T TO 929 

INTERROGATORIES OF DAVID B. POPKIN 

DBPIUSPS-38 [c] Confirm, or explain if your are unable to do so, that a mailer 
who is utilizing Insured Mail is not required to declare the full value and may purchase 
whatever value insurance is desired [a!iZiough a claim msy not be filed for more than 
the vaiue of the article]. [d] Confirm, or explain if you are unable to do so, that the 
purchase of insurance is not required by a mailer of any class of mail, regardless of the 
value of the article. 

DBPIUSPS-38 Response: 

c. Confirmed. 

d. Confirmed, though Express Mail rates include limited insurance coverage. 

23 
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DBPIUSPS-50 [a] Confirm, or explain if you are unable to do so, that the proposed 
fee for Delivery Confirmation on a manual basis will be 35 or 60 cents: and that the fee 
for Certificate of Mailing is proposed to be 60 cents. [b] Confirm, or explain if you are 
unabla to do so, that the proposed fez for Deiivery Confirmation on an electronic basis 
will be 0 or 25 cents. [c] Confirm, or explain if you are unable to do so, that a customer 
will be given a receipt for the parcel. [d] What added information or proof, if any, will 
the Certificate of Mailing provide to the mailer of a parcel for the added fee of up to 60 
cents over the cost of using the Delivery Confirmation Service? [e] If there is none, 
what is the justification of the higher rate for the Certificate of Mailing? 

a. Objection filed September 25. 1997. 

b. Objection filed September 25, 1997. 

c. Not confirmed. See my response to DFCAJSPS-T40-21 b. 

d. The only instance where a 60 cent difference occurs is if one compares the fee for 

an individual certificate of mailing with the fee for electronic delivery confirmation 

used in conjunction with Priority Mail. I believe there are few, if any, customers 

interested in both services. Indeed individual certificates of mailing are most likely to 

be used by the customers that would use non-electronic delivery confirmation ate 

fees of 25 cents and 60 cents for Priority and Standard (B) mail respectively. 

Furthermore, the two services are entirely different. Certificates provide 

confirmation of mailing, while delivery confirmation provides proof of delivery. Also 

see my response to part c. To suggest that fees ought to be comparable 

misunderstands the purposes served by these two products. 

e. Individual certificates of mailing have a unit cost of 49 cents. See my testimony 

(USPS-T-40, p. 3) and LR-H-107, p. 18. 
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DBPAJSPS-51 [a] Confirm, or explain if you are unable to do so, that bulk 
insurance will only pay for the lesser of the actual value or the wholesale cost of the 
contents. [b] Will this provision also apply to individual insurance? [c] If so, exp!ain 
why? 

DBPAJSPS-51 Response: 

a. Confirmed, assuming you refer to the Postal Service proposal. 

b. No, individual insurance allows customers to claim the actual valu,e of the contents 

up to the amount covered by the fee paid. 

c. Not applicable. 
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DBPIUSPS-53 [a] Confin, or explain if you are not able to do so, that under the 
proposed regulations if I have merchandise weighing under eleven ounces that t may 
either utilize First-Ciass Mail or Priority Mail. [b] Confirm, or explain if you are not able 
to do so, that under the proposed regulations if I have merchandise weighing between 
eleven and sixteen ounces that I must utilize Priority Mail. [c] Confirm, or explain if you 
are not able to do so, that under the proposed regulations if I have merchandise 
weighing over sixteen ounces that I may either utilize Standard Mail [B] or Priority Mail. 
[d] Confirm, or explain if you are not able to do so, that a comparison of all of the 
characteristics of Standard Mail [B] vs. Priority Mail, will show that, neglecting the price, 
Priority Mail will always be equal to or better than Standard Mail [B], i.e., the delivery 
standard for Priority Mail is faster, any parcel between 1 and 70 pounds may be sent by 
either service with the same level of preparation, the place of mailing is either the same 
or better for Priority Mail, Priority Mail will have free forwarding and return, etc. [e] 

‘Confirm, or explain if you are unable to do so, that a parcel containing merchandise 
may be insured regardless of whether the postage is paid at the First-Class Mail, 
Priority Mail, or Standard Mail [B] rate. [fl Confirm, or explain if you are unable to do 
so, that a parcel containing merchandise may be registered regardless of whether the 
postage is paid at the First-Class Mail, or Priority Mail rate. [g] Confirm, or explain if 
you are unable to do so, that when Registered Mail is utilized, there is a,n accounting for 
each individual mailpiece between the accountable mai] section of the delivering post 
office and the delivering employee. [h] Confirm, or explain if you are unable to do so, 
that when Insured Mail is utilized, there is no accounting for each individual mailpiece 
nor even for the total number of insured parcels between the accountable mail section 
of the delivering post office and the delivering employee. [i] Confirm, or explain if you 
are unable to do so, that when Registered Mail is utilized there is an accounting for the 
mail as it progresses though the mail system form the acceptance to the delivery. [i] 
Confirm, or explain if you are unable to do so, that when Insured Mail is utilized, there is 
no accounting for the parcel at any time other than when the acceptance employee 
provides the mailer with a receipt and when the delivering employee obtains a receipt 
from the addressee. [k] Confirm, or explain if you are unable to do so, that for the 
acceptance of the article and the delivery of the article, the security and accountability 
between Registered Mail and Insured Mail is either identical or better for Registered 
Mail. [I] Confirm, or explain if you are unable to do so, that for the time between the 
acceptance of the article and its ultimate delivery, the accountability and security 
provided to Registered Mail will be greater than that provided to Insured Mail. [ml 
Confirm, or explain if you are unable to do so, that, ignoring any price differential, a 
knowledgeable mailer with a merchandise parcel weighing over one pound will always 
choose Priority Mail - Registered Mail over Standard Mail [B] - Insured Mail. [n] If you 
provide any examples where the knowledgeable mailer referred to in subpart m would 
choose Standard Mail [B] - Insured Mail over Priority Mail - Registered Mail, provide an 
estimation of the percentage of parcels out of the total number of parcels handled 
would fall into that category. Remember, that any price differential must be ignored. [o] 
Confirm, or explain if you are unable to do so. that the fee for Registered Mail for an 
article with a value of $5,000 insurance would be $11.65. [p] Confirm, or explain if you 
are unable to do so, that the fee for Insured Mail for an article with a value of $5,000 
insurance would be $50.90. [q] Confirm, or explain if you are unable to do so, that a 
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mailer having a parcel for which $5,000 insurance is desired would pa,y $39.25 more for 
Insured Mail compared to Registered Mail. [r] Based on the above, confirm, or explain 
if you are unable to do so, ihat a knowledgeable mailer with a parcel containing 
merchandise and weighing under one pound and for which $5:303 insurance covoi’age 
is desired will always choose Registered Mail over insured Mail. [s] Based on the 
above, confirm, or explain if you are unable to do so, that a knowledgeable mailer with a 
parcel containing merchandise and weighing over one pound and for which $5,000 
insurance coverage is desired will always choose Registered Mail ov’er Insured Mail in 
those rate cells where the Priority Mail rate is $39.25 or less compared to the Standard 
Mail rate for the same zone and weight. [t] Provide a listing of all Standard Mail rate 
cells where the Priority Mail rate for the same zone and weight is $39.26 or more 
greater than the Standard Mail rate for the same zone and weight. [u] What 
percentage of all parcels sent by Standard Mail or Priority Mail fall into those rate cells 
provided in response to subpart t? [v] What would United Parcel Service charge an 
individual shipper for $5,000 insurance? [w] Based on the above, how could a 
knowledgeable mailer perceive the rates for insurance as being fair and equitable? [x] 
Confirm, or explain if you are unable to do so, that the rate for Express Mail insurance 
is $45.00 for $5,000 coverage. [y] Confirm, or explain if you are unable to do so, that a 
mailer having a parcel for which $5,000 insurance is desired would pay $33.35 more for 
Express Mail Insured Mail compared to Registered Mail. [z] Confirm, or explain if you 
are unable to do so, that Express Mail may not be registered. [aa] If so, provide a 
rationale for such a regulation. [bb] Confirm, or explain if you are unable to do so, that 
the rate for Express Mail will always be greater than that for Priority Mail. [cc] Confirm, 
or explain if you are unable to do so, that the level of service for Express Mail will 
always be greater than or equal to that for Priority Mail. [dd] What do United Parcel 
Service, Federal Express, and other major carriers charge their individual overnight 
shippers for $5,000 insurance? [eel Based on the above, how could a knowledgeable 
mailer perceive the rates for Express Mail insurance as being fair and equitable. [ff] 
Confirm, or explain if you are unable to do so, that a mailer with a parcel for which 
$5,000 coverage may decide to accept the slower Priority Mail compared to the faster 
Express Mail because of the added $33.35 difference in insurance rates between 
Registered Mail and Express Mail insurance rates. 

DBPIUSPS-53 Response: 

a. Confirmed. Though you would not be limited to those two choices. 

b. Not confirmed. For example, you may use Express Mail. 

c. Confirmed. Though you would not be limited to those two choices. 

d. Confirmed. 

e. Confirmed. 

f. Answered by witness Needham. 

g. Answered by witness Needham. 
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h. Confirmed. 

i. Answered by witness Needham. 

j. Confirmed. 

k. Confirmed. 

1. Confirmed. 

m. Not confirmed. I can not assert that all mailers value the same service attributes 

equally. 

n. I am unaware of any available volume data that would provide the rlaquested 

information. 

o. Answered by witness Needham. 

p. That would be the fee under the proposed schedule. 

q. Confirmed. 

r. Not confirmed. See response to subpart (m). 

s. Not confirmed. See response to subpart (m). 

t. Objection filed September 25, 1997. 

u. Volume data are contained in USPS-LR-H-145. 

v. The UPS published rate for insurance is $0.35 for each $100 in value greater than 

$100. 

w. Please refer to my testimony USPS-T40, pp. 3-9. 

x. Objection filed September 25,1997. 

y. Objection filed September 25,1997. 

z. Answered by witness Needham. 

aa. Answered by witness Needham. 

bb. Not confirmed. I can not predict what may happen to rates in the future. 

cc. Not confirmed. I can not predict what may happen to rates in the future. 

dd. Published price schedules for these carriers can be obtained through their web 

sites. 

ee. Please refer to my testimony USPS-T-40, pp. 3-9. 

ff. Confirmed. 
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DBP/USPS-62 Provide a listing for each of the following services indicate, 1. the 
rate being proposed; 2. the cost for providing the service for the proposed rate, 3. the 
cost coverage percentage for the proposed rate, 4. the present rate, 5. the cost of 
provided the service for the present rate, and 6. the cost coverage percentage related 
to the existing rate: [a] Fee Group C - PO Box size 1, [b] size 2, [c] size 3, [d] size 
4, [e] size 5, [fJ Fee Group C - Caller Service, [g] Certified Mail [also provide data 
for pre-MC96-3 rate], [h] Return Receipt, [i] Return Receipt for Merchandise, lj] 
Return Receipt issued after mailing, [k] individual Certificate of Mailing, [I] Special 
Handling, [m] Single Stamped Envelope, [n] Single Hologram Stamped Envelope, (01 
Plain box of 500 stamped 6-3/4 size envelopes, [p] size 10 envelope, [q] processing 
and handling a stamped card, [r] processing and handling a post card, and [s] fee for 
the stamped card itself.. 

DBP/USPS-62 

h.1. $1.45 

h.2. $0.97 excluding contingency 

h.3. Cost coverage is normally calculated on a subclass or special sewice basis. The 
implied cost coverage is (1.45/0.97 = 149%). 

h.4. $1.10 

h.5. $0.97 excluding contingency 

h.6. Cost coverage is normally calculated on a subclass or special service basis. The 
implied cost coverage is (1 .l O/O.97 = 113%). 

i.1. $1.70 

i.2. $1 .16 excluding contingency 

i.3. Cost coverage is normally calculated on a subclass or special service basis. The 
implied cost coverage is (1.70/l. 16= 147%). 

i.4. $1.20 

i.5. $1.16 excluding contingency 

i.6. Cost coverage is normally calculated on a subclass or special service basis. The 
implied cost coverage is (1.200.16 = 103%). 

j-1. $7.00. 

j.2. $6.61 excluding contingency 
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j.3. Cost coverage is normally calculated on a subclass or specia,l service basis. The 
implied cost coverage is (7.00/6.61= 106%). 

j.4. $6.60 

j.5. $6.61 excluding contingency 

j.6. Cost coverage is normally calculated on a subclass or special service basis. The 
implied cost coverage is (6.6016.61 = 99.8%). 

k.1. $0.60 

k.2. $0.49 excluding contingency 

k.3. Cost coverage is normally calculated on a subclass or special service basis. The 
implied cost coverage is (0.60/0.49= 122%). 

k.4. $0.55 

k.5. $0.49 excluding contingency 

k.6. Cost coverage is normally calculated on a subclass or special service basis. The 
implied cost coverage is (0.55/0.49 = 112%). 
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DBP/USPS-64 Refer to interrogatory DBPIUSPS-27. [a] With respect to the new 
Return Receipt service showing the new address of delivery, has Headquarters or any 
Area prepared a training course or other training material to explain the new service? 
[b] If so, provide copies of the training material. [c] If not,. add that reason into your 
response to subpart f of DBPAJSPS-27. 

DBPIUSPS-64 Response: 

a. Yes. 

b. Materials will be filed as LR-H-266. 

c. Not applicable. 
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CHAIRMAN GLEIMAN: At this point, does any 

participant have additional written cross examination for 

the witness? 

Ms. Dreifuss? 

MS. DREIFUSS: Mr. Chairman, OCA would also like 

to have included as evidence and part of the record witness 

Plunkett's recently-filed responses to OCA interrogatories 

32, 33, 35, and 37 through 39. 

May I approach the witness and show him copies? 

CHAIRMAN GLEIMAN: You sure can. 

Mr. Plunkett, if these questions were asked -- 

these additional questions were asked of you today, would 

your answers be the same as those you previously submitted 

in writing? 

THE WITNESS: Yes, Mr. Chairman, they would. 

CHAIRMAN GLEIMAN: That being the case, MS. 

Dreifuss, if you could please provide two copies of the 

additional designated written cross-examination of Witness 

Plunkett to the reporter, I'11 direct that they be accepted 

into evidence and transcribed into the record at this point. 

[Additional Designation of Written 

Cross-Examination of Michael K. 

Plunkett was received into evidence 

and transcribed into the record.1 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKEl-T TO 

FOLLOW-UPINTERROGATORlES OF THE OFFICE OF THE: CONSUMER 
ADVOCATE 

OCA/USPS-T40-32. Please refer to your response to OCA/USPS-T40-9 

a. Consider a hypothetical situation where a mailer sends a Christmas gift he or 
she purchased on or about December 1, and mails the gift soon thereafter (after 
having purchased insurance). The parcel is lost or totally destroyed. Upon 
presentation of a sales receipt, invoice, or appropriate statement of value from a 
reputable dealer, and after filing a claim, will the mailer receive full replacement 
value? Please explain, 

b. Consider the same hypothetical as in (a), but the mailer purchased the gift on 
September 1, and never used it personally. The actual mailing ta;kes place in 
December. 

OCAfUSPS-T40-32 Response: 

a. As DMM 5 5010.2.11 provides for recovery only of the replacement value, a precise 

answer would require information regarding the expected life of the article. From a 

practical standpoint, assuming that the customer presents proof of insurance, and 

that the fee is sufficient to indemnify the full replacement value of the article, claims 

of this type are normally paid at the full replacement value. 

b. As in subpart (a), a precise answer would require knowledge of the expected life of 

the article. Unlike subpart (a), in this hypothetical case, some time has elapsed 

which, despite the fact that the article has not been used, may cause some 

diminution of value of the article. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKETT TO 940 
FOLLOW-UPINTERROGATORIES OF THE OFFICE OF THE CONSUMER 

ADVOCATE 

OCAkJSPS-T40-33, Please refer to your responses to OCAIJSPS-T40-7 and IO. 
Confirm that no documents exist (including documents which advise employees what 
the “remaining useful life” of an article is and how to evaluate it) that would tell 
Accounting Center employees or other postal employees how to depreciate items for 
insurance purposes other than the DMM guidelines. If not confirmed, please explain, 

OCA/USPS-T40-33 Response: 

Confirmed 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKET-T TO 941 
FOLLOW-UPINTERROGATORIES OF THE OFFICE OF THE CONSUMER 

ADVOCATE 

OCAJJSPS-T40-35, Please refer to your responses to OCA/USPS-T40-14 and 15. 
Please confirm that the insurance business of the Postal Service is not regulated by 
any state or federal agency. If not confirmed, please explain. 

OCAJUSPS-T40-35 Response: 

I am not aware of any such regulation, 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKEm TO 942 
FOLLOW-UPINTERROGATORIES OF THE OFFICE OF THE CDNSUMER 

ADVOCATE 

OCAfUSPS-T40-37. Please refer to your response to OCAJUSPS-T40-11. Is 
Publication 122 routinely. handed out to insurance purchasers at the time they purchase 
insurance? Please discuss. 

OCAJUSPS-T40-37 Response: 

Publication 122 is typically handed out in response to customer requests for more 

detailed or written information regarding insurance, registered mail, or IExpress Mail 

insurance. It is not given out during every insurance transaction. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKETT TO 943 
FOLLOW-UPINTERROGATORIES OF THE OFFICE OF THE CONSUMER 

ADVOCATE 

OCA/USPS-T40-38. Please refer to your response to OCAJJSPS-T40-11. Is 
Publication 201 routinely handed out to insurance purchasers at the time they purchase 
insurance? Please discuss. 

OCA/USPS-T40-38 Response: 

Publication 201 is typically handed out in response to customer requests for more 

detailed or written information regarding postal service products and services. It is not 

given out during every insurance transaction. 



RESPONSE OF U.S. POSTAL SERVICE WITNESS PLUNKEl-T TO 944 
FOLLOW-UPINTERROGATORIES OF THE OFFICE OF THE: CONSUMER 

ADVOCATE 

OCXUSPS-T40-39. Please refer to your response to OCAIUSPS-T40-16. 
a. Please describe the training that clerks receive in the DMM provisions relating to 

indemnity claims. 
b. Provide any documents used in such training. 
C. Are all window clerks trained in the DMM provisions relating 183 indemnity claims? 

Please discuss. 

OCA/USPS-T40-39 Response 

a-b. The Postal Service’s standard training program for window clerks includes a 

module devoted to claims and inquiries which includes information c’n, and exercises 

dealing with, customer interaction and claim submission, including training on the 

applicable DMM provisions. Copies of relevant sections of the facilitator and participant 

guides, along with a copy of PS Form 1000, Domestic Claim or Registered Mail Inquiry, 

which is used in the training, are being filed as a separate library reference H-293 

c. Yes. 
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CHAIRMAN GLEIMAN: Anyone else? 

There doesn't appear to be anyone else. 

Four participants have requested oral cross 

examination of the witness. Mr. Carlson, the Office of the 

Consumer Advocate; Mr. Popkin; and the United Parcel 

Service. 

Does any other participant have oral 

cross-examination for Witness Plunkett? 

There doesn't appear to be anyone else. 

Mr. Carlson, we're ready when you are. 

MR. CARLSON: Mr. Chairman, I'd like to defer 

until after Mr. Popkin. 

CHAIRMAN GLEIMAN: That's fine. 

Mr. Popkin, you're in the dock. 

MR. CARLSON: I believe the OCA might still be 

first alphabetically. 

CHAIRMAN GLEIMAN: I apologize. 

MS. DREIFUSS: Thank you, Mr. Chairman. Good 

afternoon. 

CHAIRMAN GLEIMAN: I can't blame that one on the 

staff, can I? 

MR. HOLLIES: Mr. Chairman, if you would put that 

microphone a little closer to you, it would I think help 

several of us. 

CHAIRMAN GLEIMAN: 1'11 just tone it up a bit. 
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How's that? 

And in case you missed the comment, I said I 

couldn't blame that one on the staff. I don't know whether 

you were here yesterday or not for the alphabetical faux pas 

and oversights. 

Ms. Dreifuss. 

CROSS EXAMINATION 

BY MS. DREIFUSS: 

Q Mr. Plunkett, I'd like you to turn to your answer 

to OCA No. 11 to you. 

A Yes. 

Q As part of that answer, the Postal Service filed 

Library Reference H-273. I think you can see that near the 

end of the first full paragraph. 

A Yes. 

Q Are you familiar with the contents of that library 

reference? 

A Yes, I am. 

Q Included in this library reference was a sample 

receipt for a domestic mail purchase. Does that sound 

right? 

A Yes, that's correct. 

Q Mr. Chairman and other Commissioners, I've 

provided copies of some of the things that are contained in 

the library reference that we'll be talking about during our 
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cross examination. For ease of following what I’m doing, 

we'll be talking about a receipt, a domestic insured mail 

receipt, a publication, Publication 122, filing somestic 
9 

claims or segistered 8ail hnquiries. 
9 

We photocopied four pages from this brochure, 

pages 24 through 28, I believe. No, I’m sorry, 24 through 

27. And we will also be referring to Consumers Guide to 

Postal Services and Products. We only photocopied page 26 

of that guide, because that's the only one we will be 

referring to during cross examination. 

CHAIRMAN GLEIMAN: Excuse me, do you want to mark 

these as cross examination exhibits? 

MS. DREIFUSS: I don't think it's going to be 

necessary. 

CHAIRMAN GLEIMAN: All right. 

MS. DREIFUSS: I will, if you think it would aid 

in the reading of the transcript. 

CHAIRMAN GLEIMAN: That's fine. I think you've 

identified them adequately. 

Is there any objection, Mr. Rubin, to proceeding 

without having them marked? 

MR. RUBIN: There's no objection to that. 

CHAIRMAN GLEIMAN: Thank you. 

Thank you, Ms. Dreifuss. 

BY MS. DREIFUSS: 
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Q Please refer first to the receipt f,or insured 

mail, please. 

A Yes. 

Q I'd like you to look at the terms of coverage. 

Would you mind reading into the record what the terms of 

coverage are? 

A Under the heading "Coverage"? 

Q Yes. 

A Postal insurance coverage. One, the value of the 

contents at the time of mailing if lost or partially damaged 

or, two, the cost of repairs. It does not cover spoilage of 

perishable items. Coverage may not exceed tha limit fixed 

for the insurance fee paid. Consult postmaster for details 

of insurance limits and coverage. 

Q All right. NOW, in answer to Interrogatory 11, 

you stated that there are additional -- in efEect you said 

there are additional terms and conditions of 'coverage, and 

one should look at Publication 201 to find them, and 

Publication 122. Is that correct? 

A Yes, that's correct. 

Q Okay. 

Let's turn to pages 24 through 27 of publication 

122, please. You have -- you have a photocopy of those four 

pages -- 

A Yes. 
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Q -- that I gave you earlier. 

COMMISSIONER LeBLANC: What page, MB. Dreifuss? 

MS. DREIFUSS: In -- in your handout, it's pages 

24 through 27. 

COMMISSIONER LeBLANC: Thank you. 

MS. DREIFUSS: I think they would be -- they would 

begin at the third page of the stapled material that I -- I 

put on the dais. 

BY MS. DREIFUSS: 

Q Beginning at page 24, do you see that there are 

exceptions listed to the kind of coverage that's available 

through purchase of -- of insurance? 

A Yes, I do. 

Q At page 26 -- no, I'm sorry, not page 26. 

Now let's turn for a moment to publication 201, 

which is the Consumers Guide. 

A Yes. 

Q Under the heading "Insurance," there is a -- a 

description of -- of coverage, and the second sentence from 

the end of that section states that the amount of insurance 

coverage for loss will be the actual value less 

depreciation. Do you see that? 

A Yes, I do. 

Q Is that what Form 3813-P, which is the receipt 

that I referred to earlier -- is that language included 
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under the coverage description of the receipt? 

A I believe that's implied by the sentence that 

"Postal insurance covers (1) the value of the contents at 

the time of mailing," or clause rather than sentence, sorry. 

Q Well, it could certainly be made more clear that, 

ultimately, someone who wants to file a claim will be -- 

will be subject to that subtraction of depreciation. 

Couldn't -- couldn't it be stated more clearly on the form 

than it is today? 

A Well, I -- I believe it's stated more clearly in 

the -- in the -- in publication 122. However, on the form, 

we're somewhat limited in size, and it is not possible to 

list all the exceptions and provisions that -- that govern 

insurance coverage. 

Q Okay. 

One -- one more thing I'd like you to look at, 

because this also contains some exceptions or at least some 

-- some more detail about what coverage would be, and that 

would be from the DMM, Section 5010.2.14. 

A Yes. 

Q NOW, I've also provided copies of -- of pertinent 

_- of that section to the commissioners and to you and to 

your counsel. 

Under sub-part G, is it correct that -- that 

consequential losses will not be covered by insurance? 
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A That is correct. 

Q And that doesn't say so on this receipt, does it? 

A Well, it's not stated explicitly. I believe it's 

implied, once again, in -- in that it says "Postal insurance 

covers (1) the value of the contents," and moreover, where 

it says "Coverage may not exceed the limit fix'ed for the 

insurance fee paid," whereas if consequential (damages were 

allowed, then presumably those damages could be in -- could 

exceed the amount for which the fee was paid. 

Q But again, it's not stated clearly that 

consequential damages will not be covered; is that correct? 

A It's not stated explicitly on the form, no. 

Q Just a few examples. Under the DMM Section 2.14, 

does the form -- the receipt, the domestic insured mail 

receipt state that) just as an example,sentimental value will 

not be covered by insurance? 

A Once again, not explicitly, though I believe 

that's implied by what is stated under the heading 

"coverage" on the back of the form. 

Q Does it say that damage -- this is subpart I of 

that DMM section I was referring to a moment ago. Does it 

say that damage by abrasion, scarring, scraping or to 

articles not properly wrapped will also not be covered? 

A Not explicitly on the form, no. 

Q Does it say that the fragile nature of articles, 
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this is Subpart M, that the fragile nature of articles 

preventing safe carriage in the mail will not be covered? 

A Not on the form receipt, no, it does not. 

Q You also state in your answer to 11 that if the 

purchaser wants more information, they can ask a clerk, I 

imagine -- 

A Yes, that's correct. 

Q -- for some of this. However, in answer to 

subpart A of that interrogatory, you note that Publication 

122 doesn't appear to be shipped any longer to facilities, 

does it? 

A It -- it will be when the new document is 

completed and I believe those will be shipped sometime 

within the next month or two. 

Q But at least for some period of time, they were 

not shipped; is that correct? 

A No new -- that's correct. For some period new 

copies were not shipped because the ones in e:xistence were 

no longer correct given the outcome of the special services 

case. 

Q At the -- the copies that you note in subpart A, 

these would be how many brochures would be distributed to 

retail Post Offices, correct? 

A In fiscal year '96. 

Q Okay. And for example, Publication 122, 92,000 
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copies were distributed in FY '96; is that correct? 

A Yes, that's right. 

Q Do you have any idea, a ballpark figure, how many 

retail postal facilities would have offered insurance during 

FY '96? 

A Short of saying all of them, no I do not. 

Q But can you come up with a ballpark figure? A 

number? 

A Between 30 to 40,000. 

Q Are you under the impression that miost consumers 

who publish insurance would be aware of these DMM 

provisions? 

A I'm not really able to answer that. My belief is 

that, for most insurance purchasers, they tend to be 

relatively routine, and these restrictions are either not 

relevant or not of interest to the customers who are 

purchasing the insurance. 

Clerks are instructed to ask some questions of 

customers about the nature of the contents of what they're 

mailing, and for example, if those contents are flammable, 

clerks are then instructed to ask further questions to make 

sure that the articles are packaged properly, but again, in 

most cases, I believe that the -- the -- the articles that 

are presented for insurance coverage, these -.- these 

particular provisions are not really relevant, in most 
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cases. 

Q If -- if an insured individual needed to make a 

claim for loss, damage, theft, would the Postal Service hold 

that individual responsible for -- even though -- if the 

individual were to say'1 wasn't aware of these exceptions, I 

thought you would reimburse me for sentimental value of the 

article 1' just as an example, would the Postal Service take 

that into account, or would they hold fast to the exceptions 

that are contained in the DMM and say"no, weG=e-----weLi-e- 

-we're simply not going to pay you damages of that sort?,' 

A In general, claims for sentimental value are 

rejected. 

Q Do you know whether courts would holds purchasers 

of insurance responsible or charge them with the knowledge 

of the contents of the DMM if -- if such a claim ever 

actually wound up in court? 

A No, I do not. 

Q If -- if you were to learn that courts would hold 

individuals responsible for having such knowledge, would it 

make you conclude that information like this ought to be 

handed out routinely upon purchase of insurance, all of 

these -- all of the exceptions to coverage? 

A I guess that would depend on the relative costs 

and benefits. I mean anytime you hand out infclnnation as a 

matter of course in -- in conjunction with any transaction, 
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1 there's a cost associated with that. 

2 Conversely, there would be a cost, then, of not 

3 informing customers of that provision, and without knowing 

4 what the relative costs were, it's -- I can't ;say whether 

5 I'd be in favor of that or not. 

6 Q Could you turn to your answer to OCA interrogatory 

7 23, please? 

8 A Yes. 

9 Q In answer to 23, you state that "Determination 

10 that an article has not been properly wrapped :for protection 

11 is the responsibility of the employee adjudicating the 

12 claim, in accordance with the provisions of DMIY Section 

13 5010.2.14," and you also state further down in that 

14 paragraph that no additional guidelines are published. 

15 A That's correct. 

16 Q Does that mean that an employee has 'to pretty much 

17 make a common sense conclusion about whether an article has 

18 been properly wrapped or not? 

19 A We rely on the judgement of the employees who are 

20 adjudicating the claims, if that's what you're saying, yes. 

21 Q If you had, let's say, 10 different iemployees look 

22 at a package, do you think that some of them might reach the 

23 conclusion that it was properly wrapped and others might 

24 reach the conclusion that it was not? 

25 A If 10 individuals looked at any situ.ation, the 
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1 likelihood that all 10 would agree is probably relatively 

2 low. However, in general, my understanding is it's -- it's 

3 not difficult to ascertain when an article has not been 

4 properly packaged for protection. At least that is what I 

5 have been informed. 

6 Q Where did you obtain that information? 

7 A In responding to these interrogatories, I 

8 consulted with people who work in Claims in the St. Louis 

9 Accounting Service Center. 

10 Q We also asked in Interrogatory 23 whether the 

11 Postal Service would refund the insurance fee for an article 

12 not properly wrapped for protection, and you stated in 

13 subpart (b) that the answer to that would be no. 

14 A That's correct. 

15 Q So the insurance fee would not be refunded? 

16 A Correct. 

17 Q Would postage be refunded? 

18 A In the event of damage, postage is not refunded. 

19 Postage is refunded in the event of loss. 

20 Q And the reason you give for that is you say the 

21 customer has still received the benefit of the bargain, 

22 which is coverage against loss or damage in all other 

23 circumstances for which insurance coverage is offered, is 

24 that correct? 

25 A That's correct. 
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Q If an individual decided to send an item -- let's 

say it was a fungible number of items weighing roughly 10 

pounds -- and a Postal Service employee rifled such a 

package and removed half of them, in a case like that would 

the postage be refunded? 

A No, the postage wouldn't be refunded, but the 

customer would be able to recover the loss incurred as a 

result of the rifling. 

Q Would the insurance fee be refunded? 

A No, it would not. 

Q In the case that I just posited, you were saying 

that the customer -- or at least in answer to our 

Interrogatory 23(b) you said the customer still got what 

they bargained for, in effect. Is that correct? 

A I did not phrase it in that way. 

The customer has paid for a service and part of 

that service has been rendered, meaning the transportation 

of the article from an origin to a destination, and the part 

for which -- the part that the customer did not receive, 

meaning in this case the damage as a result of rifling, the 

customer will have been compensated as a result of the claim 

that they filed. 

Q Well, if the customer wanted to send 10 pounds of 

silverware, let's say, as a gift, and only 5 pounds of it 

was delivered to the recipient, that means the Postal 
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Service failed to deliver 5 pounds of the silverware, didn't 

it, in my hypothetical where the package was rifled and half 

the contents were stolen. 

A That's correct. 

Q I don't see how the customer got the full benefit 

of the bargain there, because the customer paid for 10 

pounds of items to be shipped and only 5 pounds were 

shipped. 

A Correct, and the customer would be entitled to 

recover the value of the 5 pounds that were not safety 

delivered to their intended destination. 

Q Do you think that they got all of the postal 

service that they had originally paid for in that case? 

A If you are asking me do I think they would be 

happy with the results of their transaction, certainly not. 

However, as a practical matter the postage is in 

this case intended to cover the cost of transporting the 

item from origin to destination. That has occurred. 

I'll grant that the article did not arrive in its 

proper state. Insurance offers an avenue for the customer 

to recover the damages as a result of that. 

I am not sure why that indicates the customer 

should be entitled to recover postage in this case. 

Q Using Parcel Post as an example, do you know 

whether a purchaser pays a higher postage for 10 pounds to a 
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given zone under Parcel Post than 5 pounds, just as an 

example? 

A Well, I am not an expert on the Parcel Post rates. 

I would assume that in general that is the case. 

Q Right. So you pay a higher postage rate for 10 

pounds than you do for 5 pounds? 

A That's correct. 

Q However, in my example, 10 pounds were not 

delivered to the recipient, only 5 pounds were delivered, is 

that true? 

A That is correct. 

Q Again, I don't understand how a purchaser would 

have received the full benefit of that bargain, because not 

everything was delivered that was intended to be delivered 

and was paid for. 

A If I am understanding correctly, are you implying 

that they should be entitled to recover half of the postage, 

assuming that the Parcel Post rate for a 10 pound package is 

double the Parcel Post rate for a 5 pound package? 

Q Yes. I am suggesting that that would be a fair 

result. 

Do you disagree with that? 

A Well, I mean I can understand the basis for it, 

but as a practical matter I am not sure how you would 

implement that. 
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I mean it would increase the complexity of the 

claims process and it would -- you would have to then 

reweigh and reweight -- I mean -- the package when it is 

brought in for the claim. 

I am not sure what the costs of doing that would 

be and how that would affect the rates we would have to 

charge for postal insurance. 

BY MS. DREIFUSS: 

Q It is possible, isn't it, that in that case, 

after -- again, in my hypothetical -- a claimant 

successfully recovers for the 5 pounds of silverware that 

had been stolen while in the hands of the Postal Service. 

It is possible that that might have to be mailed 

again and an additional and new postal charge would be 

incurred, is that correct? 

A I am not sure why it would need to !oe mailed 

again. 

Q Would the Postal Service put those :items in the 

hands of ,the recipient? Would that be part o:E the damages 

paid to the claimant? 

A I am not sure of that. 

I guess that would depend on who files the claim. 

Q If it were filed by the person who paid for 

insurance, would the items be put in the hands of the 

recipient as part of the reparations? 
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A Are you saying that the recipient shipped them 

back to the sender? 

Q No, no, the purchaser. No, in my example, the 

individual sent 10 pounds of silverware to a recipient. 

When it arrived, 5 pounds were missing, and somehow it was 

able to be established that it was rifled while in the hands 

of the Postal Service and 5 pounds were removed. 

As part of the reparation, would the Postal 

Service I guess ship for free that new 5 pound purchase to 

make up for the 5 pounds that were originally stolen? 

A To be honest, if a customer claimed that, I am not 

sure how that would be handled. 

Q All right, let's go to a new line of questions. 

Turn to your answer to OCA interrogatory 25, please. 

A Okay. 

Q In response to OCA 25, you confirm that the Postal 

Service will not pay a claim where the damage is caused by 

shock or transportation environment without evidence of 

damage to the mailing container; is that corract? 

A, That's correct. 

Q And you also state that the inciden,ce of any of 

the factors listed in DMM Section SO10.2.14 Subpart P, if 

sufficient to cause damage to the article contained therein 

would presumably leave evidence of damage to ,zhe mailing 

container; is that correct? 
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A Yes, that's correct. 

Q What do you mean by "presumably" in that answer? 

A Well, I mean, for example, shock would be if the 

package were dropped such that it damaged the contents of 

the package. If that were the case, presumably there would 

be a mark on the outside of the box to indicate that in some 

way the package had been mishandled, in this case dropped. 

In the absence of such external characteristics, 

it is difficult to ascertain whether the damage to the 

article inside the box or package happened as a result of 

the Postal Service handling or happened before the article 

was accepted for mailing. 

Q It is certainly possible though that there would 

be instances where the contents of the container would be 

fragile, although not so fragile as not to be insurable. 

And in such a case if, for example, the container were 

dropped from a great height, the contents could shatter but 

the mailing container would remain intact and show no signs 

of damage. 

A I would have to disagree. I think if an article 

is dropped from a great height, there should !oe some visible 

evidence of that on the exterior of the package. 

Q You can't conceive of a situation where the 

contents would be damaged in some way but the container 

would not? 
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A I can conceive of it but when I try to imagine 

such an instance, what I think of is instances where the 

article has not properly been packaged for protection, If 

it is a fragile article such that it can be damaged without 

any visible evidence of that on the exterior of the package, 

that indicates to me that it should be very securely 

packaged inside. And if that were the case, then I would 

have to ask why it was damaged when there was no evidence of 

damage to the exterior of the carton, in which case it would 

indicate to me that the article had not been :properly 

wrapped for protection. 

Q How about this example. There is a container that 

is not subject to heat damage but the contents of the 

container might be. Wood, for example. Let's say a wood 

article were being shipped through the Postal Service and 

the article was left in a truck in the hot sun and the 

temperature inside the truck reached a very, very high level 

so that the wood split from the heat and the container did 

not. Would the contents of that package be recoverable? 

I'm sorry, would damage for the contents of that package be 

recoverable? 

A To some extent, that would in part depend on the 

person adjudicating the claim and what their judgment 

indicated to them. Conceivably, one could argue that that 

is an instance where the article has not properly been 
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wrapped for protection. If the article is susceptible to 

heat damage, presumably it should be packaged in a container 

that will insulate it from that damage. 

Q Let's turn to page 8 of your testimony, please. 

A Yes. 

Q Beginning at line 11, you state that, in addition 

to the window service -- window services costs that will be 

avoided, indemnity costs for bulk insurance are expected to 

be lower than for basic insurance. Is that correct? 

A Yes, that's correct. 

Q Are postal insurance premiums dependent in some 

way on the historical incidence of indemnity claims? 

A Well, indemnity claims are part of the cost on 

which the insurance fees are based. 

Q And in fact, the level at which fees are set in 

this case would reflect the -- the costs incurred in 

indemnity claims -- 

A Yes, they do. 

Q -- from past years. 

A Yes, they do. 

Q Is it correct that the Postal Service really 

doesn't have any past information on what -- what claims 

might be -- might be incurred on behalf of bulk purchasers 

of insurance? 

A That's correct. 
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MS. DREIFUSS: Well, that concludes the cross 

examination of the OCA. 

CHAIRMAN GLEIMAN: Well, let me try again. 

Mr. Popkin. 

MR. POPKIN: All right, okay, again. 

CROSS EXAMINATION 

BY MR. POPKIN: 

Q One quickie thing. 

I assume, in fee schedule 943, which I just 

noticed now, under Part B general insurance, that the last 

item should be changed from 100.1 to lOO.Ol? 

A I don't have that in front of me, but from what 

you've read, that sounds like it would -- 

Q Yes. 

A -- be correct. 

Q Just for the -- the clean-up crew. 

You commented before that consequential insurance 

-- consequential damages would not be covered by insurance 

primarily because of the limit on the fees. 

A I'm not sure that I said that. 

Q Is consequential damage ever covered regardless of 

__ in other words, if I bought $5,000 worth of insurance for 

mailing a $100 clock-radio but I had $4,900 in consequential 

damage because I didn't have my clock-radio, would that be 

covered? 
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A No, it would not. 

Q So, consequential damage is not covered at all, 

regardless of the fee paid. 

A That's correct. 

Q Okay. 

In response to a number of OCA comments, you 

seemed to indicate that, if an article was damaged, as 

opposed to rifled or lost or whatever, that that would be 

the result of poor packing and therefore not covered. Is 

that correct? 

A That could be the result of poor packaging, 

although it's hard for me to imagine what improper packaging 

would have to do with rifling or theft. 

Q I -- I said other than that -- 

A Oh. 

Q -- because that's obviously not poor packing. But 

the impression I had in listening to your responses was 

that, if -- if it got damaged, it was the fault of the 

packing and therefore wouldn't be paid. I don't know if 

that's -- 

A That's one possible reason why a claim might not 

be paid. I mean we pay thousands of claims. So, in 

general, that is often not the case. 

Q Okay. All right. Let's go at the items I had 

here. 
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In response to my interrogatory 24 -- 

A Yes. 

Q -- you indicate that, with respect to the return 

receipt for merchandise, that restricted delivery is not 

available for that service. 

A Yes, that's correct. 

Q Can you give any explanation as to why? 

A Well, as it exists right now, return receipt for 

merchandise allows the mailer the option to waive the 

signature at the point of delivery/.- Y-~~~caz&k+eaHq--do. 

U..iezG*~icceci dentoeys meaning 

that the carrier can sign for the article if it's return 

receipt for merchandise. You can't do that if you're 

offering restricted delivery. 

Q Does Express Mail have the ability to also waive 

the signature? 

A Yes, it does. 

Q Are there any other classes of accountable mail 

that have the same ability? 

A Off the top of my head, I'm not sure. 

Q Return -- return receipt after mailing or 

duplicate return receipt. 

A Yes. 

Q You say that this is not available for return 

receipt for merchandise. 
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A That's correct. 

Q Is there any particular reason why? Well, let me 

ask you t,he question -- 

A Well -- 

Q When a return receipt for merchandise article is 

delivered, the Postal Service will also get the signature of 

the addressee on the delivery record, correct? 

A Yes, that's correct. 

Q Okay. 

So, why would the -- since the Postal Service 

would have this delivery record, why is -- do you feel it's 

appropriate that the return -- that a duplicate return 

receipt or a return receipt after mailing would not be 

available for the -- the service? 

A I'm not sure I understand your question. Could 

you repeat it? 

Q Well, you have indicated that a duplicate return 

receipt or a return receipt after mailing -- the Form 3811-A 

A That's correct. 

Q -- the yellow card -- is not available for return 

receipt for merchandise. 

A That's correct. 

Q Can you give any insight as to why not? 

A As to why the classification was written that way? 
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1 Q Yes. 

2 A No, I don't know why. 

3 Q Okay. 

4 If I were to send out -- okay. I am just -- in -- 

5 well, let me ask mine first, then I will pick this one up. 

6 If I were to send out a parcel and purchase the 

7 return receipt for merchandise service, that would cost me 

a $1.20 today and -- what's it -- I think it's $1.70 -- 

9 A Yes. 

10 Q -- next year if this is approved. 

11 A We hope, yes. 

12 Q Suppose that I do not receive that return receipt 

13 or suppose that that return receipt I receive is missing a 

14 date, is missing a signature, there's some defect in it. 

15 What is my remedy? 

16 A If you do not receive the return receipt, I 

17 believe you're entitled to a refund of the fee. 

la Q In other words, so I can just go to my post office 

19 and say I didn't get this, and they'll just give me my $1.20 

20 back? 

21 A You would have to present your receipt. 

22 Q Okay. Here's my receipt that says I mailed this. 

23 A And then the post office would attempt to confirm 

24 that the article was not delivered. 

25 Q Isn't that exactly what the duplicate return 
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receipt is? 

In other words, would they make that confirmation 

by filling out a 3811A and sending it off to the postmaster 

of the addressee and say did, you know -- 

A In the case of a duplicate return receipt, you 

would receive a hard-copy confirmation of delivery. The 

other situation that you posited was just that you were 

requesting a refund for a service that was not rendered. I 

didn't mean to imply that you would then get a duplicate 

return receipt. You would be entitled to get ,a refund 

subject to the post office's ability to confirm that the 

article wasn't delivered. I don't know how that implies 

that they're the same service. 

Q I think we're not communicating. I mail a 

package. 

A Urn-hum. 

Q And I purchase return receipt for merchandise 

service on it. 

A Yes. 

Q And I wait, and I wait. I don't get the green 

card back after a week, after two weeks, after a month, 

whatever. Am I entitled to anything? 

A You're entitled to -- I believe I said you're 

entitled to a refund if you don't receive the return 

receipt. 
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Q Okay. If I do the same thing with certified mail, 

am I entitled to a refund if I don't receive -- 

A I'm not sure. 

Q Well, a return receipt refund? 

A Oh, certified mail with a return receipt? 

Q Right. 

A Yes, you're entitled to a refund if you don't get 

the return receipt. 

Q In other words, they won't fill out a 3811A and 

see if the article was delivered? 

A No, they would check to confirm that the article 

was delivered or not delivered, and if it wasn't and you 

wanted a refund, you would get a refund. 

Q My question -- 

CHAIRMAN GLEIMAN: Excuse me, Mr. Plunkett, can 

you either pull the mike closer -- 

THE WITNESS: Oh, I'm sorry. 

CHAIRMAN GLEIMAN: Or speak up a little bit. 

THE WITNESS: I'm sorry. 

CHAIRMAN GLEIMAN: That's okay. 

BY MR. POPKIN: 

Q The question I have is does the provision for 

duplicate return receipt apply for return receipt for 

merchandise service? 

A No, it does not. 
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Q In your response to -- in the response of Witness 

Needham to DFC USPS-T-39-23 subpart (cl, please cite the DMM 

section that offers a duplicate return receipt to a customer 

who purchased return receipt for merchandise. 

Response: Please see DMM S-915.4.0 which applies 

to return receipt for merchandise service as well as return 

receipt service. 

Can you reconcile the difference? 

A I can't -- well, I can't respond to an 

interrogatory response by Witness Needham. I don't have it 

in front of me, and I’m not sure. I mean, I don't know what 

those specific DMM provisions say. 

MR. POPKIN: Can we get a -- can we get the Post 

Office to provide an institutional response to this 

question? 

CHAIRMAN GLEIMAN: The- question as I understood it 

was can you reconcile these differences. 

MR. POPKIN: Well, the difference between -- 

CHAIRMAN GLEIMAN: Well, the witness has told you 

he can't -- essentially said he can't reconcile it. 

MR. POPKIN: But Witness Needham has said one 

thing. He's said another thing. Can we get the Postal 

Service to provide an institutional response w‘nich clarifies 

this matter? 

CHAIRMAN GLEIMAN : Mr. Rubin, would you care to 
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try and have someone clarify the matter in writing following 

this -- 

MR. RUBIN: Or we -- perhaps we'll b's able to do 

it on redirect with Witness Plunkett. We'll see. 

CHAIRMAN GLEIMAN: Okay. 

MR. POPKIN: Okay. 

BY MR. POPKIN: 

Q You indicated that return receipt for merchandise 

matter may not be put in the collection box; is that 

correct? 

A That's correct. 

Q May standard mail B be placed in a collection box? 

MR. RUBIN: Could we have -- if possible, I think 

these are answers related to particular interr'ogatory 

sections. It would help if we could keep focused on those 

sections. 

MR. POPKIN: I’m in interrogatory 24. Subpart G, 

it looks like, or I. 

MR. RUBIN: Thank you. 

THE WITNESS: I’m sorry, which interrogatory was 

that? 

BY MR. POPKIN: 

Q 24, the answers look like G and I but your 

response to G says, furthermore, customers using certified 

mail and return receipt may drop it in their thing -- in a 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

974 

mail drop, return receipt for merchandise customers must 

mail articles at a Post Office branch or station or give 

them to a rural carrier. 

A Yes. 

Q Is there any particular -- so the next question I 

asked is, is standard mail B capable of being mailed in a 

collection box? 

A I believe there are restrictions on :standard mail 

B being deposited in a collection box. I am not exactly 

certain what they are. 

Q Okay. In other words, it is not the return 

receipt for merchandise that is the controlling factor in 

this but it is the standard mail B? 

A No, I don't think I said that. 

Q Well, I'm asking. 

A It's -- the service, return receipt for 

merchandise, does not allow for acceptance through 

collection boxes. I thought your question was whether or 

not standard B mail independent of that could be deposited 

in collection boxes. 

Q Right. And you said that it can't be, you 

believe. 

A In certain cases. I believe there are cases where 

standard B mail can be left in collection boxes. 

Q Okay, if that's the case, and we're only talking 
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1 now of course with the new rule under 16 -- 

2 A Well, that's -- 

3 Q So assume I'm using a metered post -- a metered -- 

4 A Okay. 

5 Q So since parcel -- I'm dating myself with this. 

6 Parcel Post can be mailed in a collection box. What is the 

7 rationale between not allowing standard mail B return 

8 receipt for merchandise to not be put in the ccsllection box? 

9 A If you are asking for why that provision was 

10 included in the DMM, I don't know. 

11 Q Why do you believe? Do you have any insight as to 

12 why you believe it might be? 

13 A No, I don't. 

14 Q In your response to interrogatory 34? 

15 A Yes. 

16 Q You make numerous responses which end in, however 

17 the mailer may request a duplicate return receipt under DMM 

18 Section S 915.4.2? 

19 A Yes. 

20 Q What I would like to do is go over with you what 

21 is entailed in getting a duplicate return receipt. 

22 Do you want me to ask the questions or do you want 

23 to describe the procedure? 

24 A Feel free to ask the questions. 

25 Q Okay. Is the first requirement that I must mail 
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the original article, now we're talking about certified 

mail, that I must mail the original article at a Post Office 

to get the, you know, the dated receipt, receipt of mailing? 

A You need to have the dated receipt of mailing, 

that's correct. 

Q So I must do that rather than just drop the letter 

in a collection box? 

A Well, I don't have the DMM in front of me. There 

may be provisions that allow deposit other than at a window 

but I'm not sure. 

Q Well, rural carrier, possibly a highway contract 

carrier? 

A Right. 

Q In other words, I have to mail it -- 

A Correct. 

Q -- at a specific locationof Post Office or an 

authorized carrier? 

A Yes. 

Q If the return receipt doesn't come back within a 

period of time or it comes back incorrect or any of the 

other items you referred to and I decide that I need this 

duplicate return receipt, the next step I have to do is take 

this receipt that I got a week, two weeks, three weeks, four 

weeks ago and bring it to a Post Office, correc!t? 

A Yes, that's correct. 
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Q Next step is the Post Office unfortunately has a 

hard time finding the 3811A but they will do this? They 

will not provide the Form 3811A to me to complete it in 

advance so they have to find the form and then we have to 

sit down together and complete it; is that correct? 

A In essence, yes. 

Q Would you call that to be a very convenient method 

which maintains the value of return receipt service? 

A I guess I would ask you to clarify what you mean 

by convenience. 

Q Do you feel that that poses some inconvenience on 

the mailer to go through the steps necessary to file for a 

duplicate return receipt? 

A The mailer is required to exert some effort to get 

that, yes. 

Q Would you feel that in 99 plus percent of the time 

that the reason the mailer is doing this is the fault of the 

Postal Service? 

A I -- I have no way to know any percentage of that. 

Q Virtually all of the time? 

A Again, I have no basis for either affirming or 

refuting that statement. 

Q Who else could be at fault if it is not the Postal 

Service? 

A Again, you are asking me to speculate about 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 something that I am not able to know. 

2 Q Well, I mail a certified letter to Mr. Carlson. I 

3 bring it into the Englewood Post Office, they postmark the 

4 receipt, they take the letter. 

5 A Yes. 

6 Q If I don't get the green card back, it's either 

7 because the letter didn't get there, it didn't get signed 

8 for or it didn't get back to me, or my letter carrier 

9 delivered it to my next-door neighbor or some other reason. 

10 MR. RUBIN: Objection. Mr. Popkin is arguing with 

11 the witness who has stated he can't speculate on the 

12 reasons. You can state your reasons through testimony or 

13 brief. 

14 CHAIRMAN GLEIMAN: How say you, Mr. Popkin? Are 

15 you ready to ask a question and move on? If the witness 

16 can't give you the answer -- you- can't get blood out of a 

17 turnip. If he doesn't give you the answer that you want to 

18 hear, that's the way it goes 

19 MR. POPKIN: Okay. 

20 BY MR. POPKIN: 

21 Q The mailer would have some inconvenience in -- 

22 A Certainly. If the customer does not receive the 

23 service that they expected, they are inconvenienced. 

24 Q Would this reduce the value of the service to 

25 them? 

978 
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A They would certainly be unhappy, yes. 

Q In your response to interrogatory 34, subparts E 

and G? 

A Yes. 

Q In part E, subpart E, you indicate that the 

delivery record would be maintained for two years. 

A Yes, that's right. 

Q And in subpart G you indicate that I could only 

get a duplicate return receipt for a one-year period? 

A I believe that's what the DMM says, yes. 

Q Is there any rationale you could provide which 

would indicate why since the record of delivery is at the 

Post Office for two years? 

A I am not sure of the difference in the retention 

periods, no. 

Q In your response to Interrogatory 53 -- 

A Yes. 

Q __ one of the questions is if I have a parcel that 

has a value of $5,000, and I want to send this to Mr. 

Carlson, who I'm sure will be glad to accept it, there are 

basically two ways I can send this parcel -- either Standard 

Mail B insured -- assuming I want coverage for any damage or 

loss -- or Registered Mail Priority, or Priority Mail 

Registered. Is that correct/ 

A You could also use Express Mail. 
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Q Or Express Mail. 

A I mean I don't believe you are limited to those 

choices but -- I mean you could send it Priority as well. 

Q I said Priority. 

A Oh, I'm sorry. 

Q Priority Insured -- Priority Registered -- well, 

two of the possible choices are Priority Registered and 

Standard Mail Insured. 

A That's correct. 

Q With respect to whether I choose the insurance 

feature or the Registered Mail feature, which one will give 

me better security? 

A By security, you mean more than just indemnity 

against loss, correct? 

Q That's correct -- better security. In other 

words, more likely it will get there. 

A In general, Registered Mail is the most secure 

service that we provide. 

Q What security do you provide for insured mail? 

A Well, an article of that high a value would have a 

number attached to it. It could not be sent unnumbered 

insured. 

Carriers are accountable for those items and are 

required to get a signed receipt before delivery can be 

made. 
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Q When you indicate that the carriers ,are 

accountable for it, what do you mean by that? 

A The carriers are required to get a signed receipt 

acknowledging delivery of the article. 

Q That doesn't mean that the carrier is responsible, 

does it? That means that the -- in other word,s. I have here 

a P.S. Form 3867, which is accountable mail matter received 

for delivery. 

A Yes 

Q Which is used to charge the accountable mail to 

the letter carrier or rural carrier or what have you prior 

to taking it out on the route and attempting delivery. 

A Yes. 

Q This form does not call for insured mail to be 

charged to the carrier. 

A My understanding is that carriers are supposed to 

m insured parcels, secure a signed receipt 

acknowledging delivery, and to return those receipts to the 

accountables clerk, at which time the delivery record is 

maintained at the delivering office. 

Q That wasn't the question. The question was when 

the accountable mail -- in other words Registered, COD, 

Express Mail, Certified Mail, Return Receipt for Merchandise 

Mail, or Recorded Delivery Mail -- is transferred from the 

accountable mail clerk, the accountable mail section, 
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whatever it might be, to the letter carrier or rural 

carrier, there is no record on this form for accounting and 

getting the signature of the carrier that he has received 

this insured mail? 

A That's correct. That form is not intended to be 

used for insured articles, so the carrier is still 

accountable for that item and is still expecte,d to return a 

signed receipt acknowledging delivery by the c~ustomer. 

Q Oh, yes. 

A And that way the carrier is accountable to 

guarantee that that article is presented to the customer for 

delivery. 

That is what I meant when I said that the carrier 

was accountable for those items. 

Q But there is far less security between Registered 

and Insured? 

A As I said, Registered Mail is the most secure 

service that we offer. 

Q Let's go to the other half of it 

Priority Mail versus Standard Ma i 

A Yes. 

Q Which one will have -- all right 

1 B. 

Assuming the 

cost of those were the same, is there any reason a 

knowledgeable mailer might choose to send his article 

Standard Mail B? 
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A I can't answer for what every mailer would do. In 

general, Priority receives expedited handling ,and is a 

higher value service than Standard B. 

Presented with a situation where the rates were 

the same, most customers would certainly opt for the higher 

value service. 

Q Okay. Now the question I have then is with 

respect to my $5,000 article that I want to mail to Mr. 

Carlson, why does the Priority Mail Registered choice cost 

less than the Standard Mail Insured cost? 

A Are you asking me why -- I am attempting to 

clarify. 

Are you asking me why, in general, the fees for 

Registered Mail are lower than the fees for insurance for a 

comparable indemnity value? 

Q That's one question, one part of it. 

A Well, I mean there are differences in the service. 

I am not an expert on the costs for either one. 

In general, insurance provides faster delivery 

because registered involves so much accountability at every 

step in the transportation process, it generally takes 

longer to get from origin to destination than insured mail. 

Customers who are very concerned with the amount 

of time that it takes for the article to be delivered might 

opt to use insurance instead of Registered Mail. 
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Q Would you believe that Priority Mail slowed up 

somewhat, a little bit, or whatever to cover the registry 

part of it would now be slower than Standard M.ail B in many 

cases, most cases? 

A I have no way to respond to that question. 

Q Let's refer to article -- to sub-part -- 

interrogatory 33, sub-part F to L, which refers to the red 

validating stamp, which I know has been objected to, so I'm 

not going to ask directly on that, although I have filed a 

motion to compel. 

A All right. 

Q If I get a PS Form 3811-A, request for return 

receipt after mailing, also known as a duplicate return 

receipt, sub -- line 15, or box 15, in this case, says 

postmark of delivery office. 

A I don't have the form in front of me. 

MR. RUBIN: Objection. Objection. The -- the 

question assumes that return receipt after mai:Ling and 

duplicate return receipt are the same thing, and I think 

that's some of the confusion we had earlier on. 

MR. POPKIN: If I fill -- 

MR. RUBIN: Can he explain what the ~-- 

MR. POPKIN: Okay. 

CHAIRMAN GLEIMAN: Well, let me try. 

I don't think a question's been asked yet. I just 
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think he referred to an interrogatory and then referred to a 

form and then referred to a box on a form. 

so, I don't know what the question is that he's 

going to ask, and once he asks the question, if you find it 

objectionable on some standard grounds, then you can make an 

objection to it. 

BY MR. POPKIN: 

Q If I go to the post office and, together with 

them, fill out a Form 3811-A saying -- and either showing 

them my previously paid receipt or paying the fee for return 

receipt after mailing, when this yellow card comes back to 

me, will it be postmarked by the post -- by delivery office 

in the box marked "postmark of delivery office"? 

A I don't really understand what you're asking. Are 

you asking me if they will put the postmark where it's 

indicated on the card? 

Q Will I get the red validating stamp, which is the 

contention of the Postal Service that they don't want to 

answer and have objected to -- will they put this red 

validating stamp or postmark in box 15 which says "postmark 

of delivery office"? 

MR. RUBIN: I -- I will object to the question now 

that it's been asked. 

I mean you're asking questions in order to get at 

the -- 
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CHAIRMAN GLEIMAN: Talk to me, Mr. Rubin, okay? 

MR. RUBIN: Mr. Popkin is asking questions in 

order to get at the same issue, the red validating stamp, 

that he asked about in interrogatory 33 F to L and to which 

we've objected, and I believe -- he says he's filed a motion 

to compel. We can deal with the issue -- 

CHAIRMAN GLEIMAN: Well -- 

MR. RUBIN: -- in that way. 

CHAIRMAN GLEIMAN: If, indeed, you've filed a 

motion to compel and we've not ruled on it yet -- and there 

have been so many motions by so many people th.at I can't 

remember whether we ruled on that one or not yet, let's let 

that one lie until such time as we rule. 

If we rule in your favor, then they're going to 

have to answer the question, or if the presiding officer 

rules, they can always ask for reconsideration, in which 

case the commission as a whole will rule on it, but let's 

just move on, then. 

MR. POPKIN: Okay. 

BY MR. POPKIN: 

Q In your response to interrogatory 32(a), sub-part 

(a) -- 

A I'm sorry. Was that 32(a)? 

Q 32(a), yes. 

A Yes. 
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Q I asked you, is it the requirement that 

accountable mail and return receipts be signed for at the 

time of delivery, and your response was, "This is a goal." 

Could you explain what you mean by being the goal? 

A That is the goal of the Postal Service, that -- 

that those articles-by signed for by the addressee at the 

time of delivery. I don't understand what you're asking. 

Q Well, then, if we look now at sub-part (b), you 

say, as there is no requirement, there can be no exceptions. 

What do you define as a goal, what do you define as a 

requirement? 

A Well, I think that refers to the way your 

interrogatory was phrased, where it says -- you asked that 

-- is it a requirement of the Postal Service, as indicated 

by POM Section 822.2? I don't believe that relevant POM 

section says that it's a requirement. 

Q My question was, what do you define as a goal, 

what do you define as a requirement? In other words, if 

it's in the manual, is it a requirement? 

A I mean that -- that's the Postal Service policy, 

that that's when those articles will be signed for, and 

that's the goal. I -- I guess I'm not -- maybe there is no 

distinction between requirement and goal in this case. I'm 

not sure. 

Q Well, if -- if there were a section in the DMM or 
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the POM which said X, Y, Z should take place, would that be 

a requirement and, therefore, it should take place? 

A I -- I mean I suppose one could infer that that's 

a requirement. 

MR. POPKIN: May I give him a copy of the DMM 

section? 

CHAIRMAN GLEIMAN: Certainly. 

BY MR. POPKIN: 

Q Can you look at Section D0421.7(b) and tell me 

what that means? 

A Should I read it? 

Q You may read it. 

A The mail piece -- in this case, Express Mail and 

accountable mail -- may not be opened or given to the 

recipient before the recipient signs and legibly prints his 

or her name on the delivery receipt, parentheses, and return 

receipt, if applicable, close parentheses, and returns the 

receipts to the USPS employee. 

Q Does this require the United States Postal Service 

to obtain the signature -- and the signature can be in 

whatever is permitted as a form of signature. In other 

words, it can be an authorized rubber stamp or whatever. 

That's not the question. 

A That's what this says, yes. 

Q That they must do this before turning over control 
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1 of the mail to the addressee. 

2 A Yes, that's what it says. 

3 Q Does this -- is this required in all instances? 

4 A It doesn't offer any exceptions. 

5 Q Are there any exceptions? 

6 A Not that I'm aware of, no. 

7 Q In your response to sub-part (b), you said, "In 

8 some cases it is possible that the signature takes place 

9 after delivery." What does that mean? 

10 A It's the possibility that in some cases that may 

11 happen, but again, it doesn't imply that there are 

12 exceptions to that requirement. In fact, it says that there 

13 are no exceptions. 

14 Q In what instance could it happen? 

15 CHAIRMAN GLEIMAN: Mr. Popkin, can I ask you a 

16 question -- 

17 MR. POPKIN: Certainly. 

18 CHAIRMAN GLEIMAN: -- about your interrogatory? 

19 Does your interrogatory make reference to the 

20 Domestic Mail Manual section that you just handed to counsel 

21 and witness? 

22 MR. POPKIN: No, it does not, because it's 

23 courtesy of Mr. Plunkett that I found that section. 

24 CHAIRMAN GLEIMAN: Okay. 

25 So, when you ask him about the Domestic Mail 
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1 Manual section that seems to be fairly straightforward and 

2 doesn't allow any exceptions and then you ask an 

3 interrogatory that's based on something else, are you sure 

4 that your -- your follow-up question to the question about 

5 the domestic mail manual is a proper question? 

6 I mean you seem as though it -- it seems to me as 

7 though you feel that there is some -- there is a different 

8 answer in the interrogatory than the Domestic Mail Manual 

9 would lead one to believe, but the interrogatory is not -- 

10 is not based on -- the question is not based 'on the domestic 

11 mail manual. 

12 MR. POPKIN: The question I have is in sub-part 

13 (b) , which says -- 

14 CHAIRMAN GLEIMAN: I -- I read it. It says -- 

15 MR. POPKIN: Right. 

16 CHAIRMAN GLEIMAN: -- in your response to sub-part 

17 (a) -- if your response to sub-part (a) is not an 

18 unqualified yes, provide a complete listing of all 

19 exceptions to the requirement and the authority that -- the 

20 authority authorizes that exception. I see that. 

21 But the -- but the preamble question is sub-part 

22 (a), and sub-part (a) talks about POM Section 822-2. 

23 MR. POPKIN: Correct. However -- 

24 CHAIRMAN GLEIMAN: And 822-2 of POM is not the 

25 section that you cited out of the Domestic Mail Manual. 
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MR. POPKIN: Actually, 822.2 of the POM relates to 

the use of a signature stamp. 

CHAIRMAN GLEIMAN: I understand. 

MR. POPKIN: Not to the signing. 

CHAIRMAN GLEIMAN: Well, then you really have me 

confused, because you're asking questions here based on this 

interrogatory and the followup to the question you just 

asked on the stand that deals with the signature. 

So, you see to be mixing the stamp and the 

signature up, and it's confusing me. I hope you can 

straighten it out and move ahead. 

MR. POPKIN: Okay. Let me -- let me try. 

CHAIRMAN GLEIMAN: I -- I don't -- it seems to me 

that the witness may be as confused as I am at this point 

about -- 

MR. POPKIN: Okay. 

THE WITNESS: You're correct. 

BY MR. POPKIN: 

Q The second sentence of your response to sub-part 

(b) says, "In some cases it is possible that the signature 

takes place after delivery." 

A Yes, it does. 

Q If that were occurring, it would appear to be a 

violation of the DMM 042 1.7(b) section. Where does that 

occurrence take place? In other words, what caused you to 
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say that? What situations exist where the signature can be 

done sometime after delivery? 

A Well, let me try to explain. 

Again, this interrogatory response didn't refer, 

necessarily, to the Domestic Mail Manual, and again, the 

primary point in response (b) was that, because there was no 

explicit requirement stated -- and in this case, I'm 

referring to POM 822 -- there really couldn't be any 

exceptions. 

However -- 

Q That's the first sentence. I understand that. 

A Yes. And that second sentence is merely to 

qualify that response by saying that, well, there are no 

exceptions possible because there is no explicit 

requirement. It is conceivable that in some cases that may 

happen. 

It's merely a qualifier and in no way indicative 

of explicit exceptions to any -- any verifiable requirement. 

Q Okay, in other words, all accountable mail, 

regardless of whether it is a single letter sent to me or 

10,000 of them sent to IRS, must meet the requirements of 

the Domestic Mail Manual where the addressee will sign both 

the delivery record and the return receipt if there is one, 

prior to gaining control of the mail? 

A In the case of the IRS, they would presumably use 
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Q Sign in a permissible manner. 

A Otherwise, that's my understanding, yes. 

Q So you know of no exceptions, then? 

A I am not aware of any, no. 

MR. POPKIN: I'm on my last question. May I? 

BY MR. POPKIN: 

Q These questions relate to the value of the return 

receipt service. 

The end of August, early September, I mailed out a 

series of 16 return receipt -- well, certified letters, 

return receipt requested. I'd like you to go through these 

and indicate whether the return receipt is properly 

completed or not, and if not, why not? I guess we can -- 

A Do you want to specify certain numbers or -- 

Q Well, let's use the last three digits of the 

certified mail number. In other words, the article number 

is 715901, and then three digits. 

MR. RUBIN: I would object to the line of 

questioning. This seems to be a study that Mr. Popkin has 

done. It would normally be presented as testimony in a 

proceeding like this, and I don't know why we should spend 

time at the hearing going through the results of this study. 

MR. POPKIN: Well, this is just an example. I'd 

like him to point out what some of the items are that are 
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not acceptable or whether they are acceptable. 

CHAIRMAN GLEIMAN: Do you have a sense of whether 

any or all of these are filled out correctly or not 

correctly? 

MR. POPKIN: My perception is that of the 16, 

probably 13 or 14 are not filled out correctly. 

CHAIRMAN GLEIMAN: Well why -- perhaps it would be 

more productive, rather than playing a guessing game, to 

point out to the witness which ones you think are not, and 

see if he agrees with you. 

MR. POPKIN: Okay. Well, most of them are not 

filled out correctly. 

All right, let's go through them. 

CHAIRMAN GLEIMAN: Well, why -- if you want to -- 

if you want to -- 

MR. POPKIN: Okay. 

CHAIRMAN GLEIMAN: If you want to get the witness' 

answer -- 

MR. POPKIN: Okay. 

CHAIRMAN GLEIMAN: To those. 

MR. POPKIN: Well, we'll do this quickly, each 

one. All right. 

BY MR. POPKIN: 

Q Do you agree that No. 136 does not have the 

printed name of the addressee nor the date of delivery? 
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A I don't see either one on the article. 

Q No. 135, does that have a date of delivery? Also, 

No. -- well, it has 9/2, which is not a full date of 

delivery, but it's also signed with the company name rather 

than the name of the individual. 

A I don't know what that word is. 

Q That word happens to be the name of the addressee. 

A Then is the -- 

Q In other words, it's not a person's name, it's the 

name of the company. 

A Well, I have no way to know that. 

MR. RUBIN: I would object. I mean, we've got 

photocopies here. We really can't tell if this is what he 

got back and what's -- these haven't been authenticated. 

THE WITNESS: It also appears that in each one 

there is a section that has been blocked off by some kind of 

a white covering, and I'm not sure what that conceals. 

MR. POPKIN: The addressee's name, which I feel is 

no, you know, part of the record. 

CHAIRMAN GLEIMAN: Well, I’m not sure what you 

handed out, because I haven't seen it, and under ordinary 

circumstances this is something that should have been 

provided to a witness in advance so that there would have 

been an opportunity to study it. We're talking about 

whether somebody signed for material that was supposedly 
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1 sent by you and received by these parties, anld yet you say 

2 the addressee's name is of no consequence. Is the addressee 

3 the person to whom this was sent and -- 

4 THE WITNESS: No, what I said was, I sent an 

5 article to a company called Comsearch, and the return 

6 receipt was signed Comsearch rather than, you know, the name 

7 of the person who signed it. 

a CHAIRMAN GLEIMAN: Are you familiar with other 

9 parts of the Domestic Mail Manual that might provide that 

10 when you send mail to a company or to a Government agency 

11 that an authorized individual other than the named addressee 

12 might be an acceptable recipient? 

13 MR. POPKIN: That's rubber stamps in POM 822-2. 

14 CHAIRMAN GLEIMAN: Okay. 

15 MR. POPKIN: My question is -- 

16 CHAIRMAN GLEIMAN: I don't want to be 

17 argumentative about this. I want to move on quickly with 

18 this. 

19 MR. POPKIN: Okay. 

20 CHAIRMAN GLEIMAN: If you think there's something 

21 wrong there, then go down the list quickly -- 

22 MR. POPKIN: Okay. All right. 

23 CHAIRMAN GLEIMAN: You know, we can't -- 

24 MR. POPKIN: I'm trying. 

25 CHAIRMAN GLEIMAN: I just want you to 
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1 understand -- I want Postal Service counsel and the witness 

2 to understand that, you know, it is my considered view that 

3 when you're dealing with an individual who is not a member 

4 of the Postal Bar who does not come here and participate in 

5 every case that you have to give a certain amount of leave 

6 with respect to their cross-examination. I think that's 

7 entirely proper, even if it seems as though it might take 

8 more time than some of us would like. 

9 And in that regard, I would like you to continue. 

10 I don't want to be argumentative about this. Mr. Rubin's 

11 concerns about the validity of any of these has been made a 

12 part of the record as a consequence of his objection. Your 

13 concern about marked out boxes has been made a concern. 

14 Let's just go down the list from top to bottom, 

15 page after page. You point out what you think is improper 

16 and get the word as to whether it is -- 

17 MR. POPKIN: Okay. 

18 BY MR. POPKIN: 

19 Q Where a letter is signed, Number 135, where a 

20 letter is signed by the company name rather than the name of 

21 the individual, would that be correct? 

22 A If that is the case, that would be incorrect -- 

23 Q Okay. 

24 A -- except again unless there is some agreement 

25 with the post office that allows for that. 
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Again, I don't know what this word is. I don't 

know that -- I mean it doesn't appear to be a signature 

stamp but I cannot be absolutely certain that that is the 

case. 

Q If it were a handwritten -- 

A Then that would be incorrect. 

Q Okay, thank you. 

CHAIRMAN GLEIMAN: Let's just move con to the next 

one. 

BY MR. POPKIN: 

Q Okay. On the bottom two, 137, 135, they just show 

the date as 9/2 and 9/4, is that correct? 

A I suppose the year should be on there but in 

general I think people would accept that for the current 

year. 

Q How do I show the current year next year if I have 

to look at these? 

Would you say it's providing me a high value of 

service if I don't get the year? 

A I guess if you keep them for more than a year, 

then that might cause some confusion. 

Q Thank you. Do you notice the red validating stamp 

on Number 13S? 

A Yes. 

Q Okay. 141 does not have the name printed on it, 
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correct? 

A I don't see it. 

Q Yes. 142 is properly filled out. 140 not only 

does not have the name printed on it, it also does not have 

the full year. 

139 does not have the name printed on it. It also 

does not have the full year. 

Do agree, on that page? 

A That is the way it appears. 

Q 145 does not have the name printed. 146 does not 

have the date of delivery. It also does not have the 

gentleman's correct name, which I find confusing. His last 

name is really Davis. 

A I'll take your word for that. 

Q If that were correct, that would be a problem, 

right? 

A I suppose yes, it would. 

Q Number 143 does not have the printed name. Number 

144 does not have the printed name or the year of delivery. 

A Okay. 

Q 148 does not have the printed name. 151 does not 

have the printed name nor the year of delivery. 147 is 

correct if we utilize the red validating stamp on it and 149 

does not have the printed name nor the year of delivery. 

A Okay. 
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Q Do you agree with all of those? 

A From what I can tell, yes. 

MR. POPKIN: No further questions. 

CHAIRMAN GLEIMAN: Thank you, Mr. Popkin. Mr. 

Carlson. 

I think we are going to take ten. I said we wou Id 

break at 5:30, so I think we will take a lo-minute break 

now. 

Come back at a quarter of the hour and I would 

urge anybody who has got their vehicle parked downstairs to 

take this time to make some arrangements with the garage, 

pay for your parking, and get your key or what.ever. 

[Recess.] 

CHAIRMAN GLEIMAN: Mr. Carlson. 

MR. CARLSON: Thank you. 

CROSS EXAMINATION 

BY MR. CARLSON: 

Q Please refer to your response to DFC-USPS-T-40-2. 

A All right. 

Q Is it true that a majority of customers may, in 

fact, place no value on the address information that the new 

return receipt service provides? 

A Well, our presumption has been that many do. I 

don't have quantifiable estimates of how many but our 

presumption that they do. 
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Q I am concerned about the presumption. Is it 

possible that a majority of customers do not place any value 

on that address information? 

A I am uncomfortable with the use of '"majority." I 

think it is possible that some don't but how may, I have no 

way to know. 

Q Why are you uncomfortable with the term 

"majority"? 

A Because it implies most and I am not. sure that is 

the case. 

Q What evidence do you have that it's not the case? 

A I don't have any evidence that would directly 

refute that. 

Q So it could be that a majority do not place any 

value? 

A Could be. 

Q When the Postal Service uses automated equipment 

to sort mail to carrier routes or delivery point sequence, 

is it true that phosphorescent tags on certified mail labels 

allow some of the automated equipment to separate the 

certified mail from the uncertified mail? 

A I believe that's true but I am not an expert on 

Postal Service operations. 

Q Does the term "phosphorescent tag" c!ause part of 

the problem? If we -- 
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A I believe that's the case. I am just qualifying 

my response by saying that I am not an expert in that area. 

Q Please refer to your response to 

DFC-USPS-T-40-22-E. 

A Okay. 

Q Where I asked why the proposed delivery 

confirmation service should not be offered for customers who 

wish to use First Class Mail and return receipt. YOU 

replied that, "Absent a method for capturing delivery 

confirmation pieces, there is some likelihood that carriers 

would fail to notice delivery confirmation letters." 

Why could not a phosphorescent tag si-milar to the 

tag used for certified mail labels be applied to the 

delivery confirmation labels to facilitate separation of 

delivery confirmation pieces? 

A I'm not sure whether or not that is feasible or 

not. All I know about the labels being tested is that I 

believe they are adhesive and I am not sure that the 

application of a phosphorescent tag to an adhesive label of 

that kind is possible. Beyond that, I am not really 

prepared to answer that question. 

Q Are you aware that certified mail labels have a 

self-adhesive on them? 

A On the backing, yes, I know that they do. I am 

talking about the facing of the delivery confirmation label 
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which I -- I believe it is composed of different material 

than the certified mail label and I am not sure that that 

material is amenable to phosphorescent tagging. 

Q Do you have any reason to believe that it's not? 

A I don't know. 

Q Is there any reason why if the phosphorescent ink 

couldn't be applied to that delivery confirmation label that 

the delivery confirmation label couldn't be redesigned so 

that it could take a phosphorescent tag? 

A I suppose that's possible. I'm not sure that 

that's been considered or tested in any way. 

Q Please refer to (c) through (f). 

A Yes. 

Q In evaluating the possibility of making delivery 

confirmation and return receipt available along with 

first-class mail, please confirm that one problem that you 

cited with this idea is that the cost of providi.ng delivery 

confirmation with first-class mail will be higher than the 

cost of providing the service with parcels. 

A Well, I -- I think I presented a reason why that 

may be the case. I'm not aware that any study has been 

conducted to determine what the cost of providing delivery 

confirmation for first-class would be. What I proposed was 

a possible reason why the cost would be slightly higher. 

Q And is that because those customers would have to 
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take that mail through the window line, whereas without the 

delivery confirmation service, they would have dropped it 

into a collection box? 

A That was my response, yes. 

Q Suppose delivery confirmation service and return 

receipt were offered for regular first-class mail. Is it 

true that some of the customers who would use delivery 

confirmation and return receipt would -- would have, under 

the current service and fee structure, used certified mail 

and return receipt? 

A Probably, yes. 

Q Do many customers who use certified mail and 

return receipt take their mail to the retail window for 

acceptance? 

A I'm not -- I have no -- I don't know of any volume 

estimates of the number that go through the window versus 

the number that go through collections boxes or other 

acceptance methods. 

Q Do you think many do? 

A Many go to the window? 

Q Yes. 

A My guess would be that, in general, the proportion 

of customers who present certified mail at the window is 

higher than the average for first-class as a whole. 

Q Do you think more individual customer:; who use 
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certified mail take their mail to the retail window than 

drop it in a collection box? 

A That I don't know. 

Q Do you think the typical individual customer is 

fully versed in how to prepare a certified mail and return 

receipt piece and put the proper postage on? 

A I suppose that depends on the frequency with which 

they send such pieces. My understanding is that certified 

mail tends to be used recurrently by the same people, in 

general. So, many of the customers who send it are already 

aware of the conditions under which they can send it. 

Q If delivery confirmation and return receipt were 

available for regular first-class mail, do you think some 

customers would become familiar with the service and use it 

frequently, in the same way that customers frequently use 

certified and return receipt? 

A Presumably they would. 

Q Do some -- 1'11 pass on that -- well, I'll -- I'll 

ask it. I think we've referred to it, but I'll ask it 

anyway. 

Do some customers who use certified mail and 

return receipt deposit their mail directly into collection 

boxes? 

A Yes, they do. 

Q Therefore, is it true that the customers who 
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currently go to the window for acceptance of the mail that 

they are sending certified mail, return receipt requested, 

would continue to go to the window for delivery, 

confirmation, and return receipt, if that service were 

adopted? 

A Could you ask that again, please? 

Q Uh-huh. 

Is it true that the customers who currently go to 

the window for acceptance of the mail that they are sending 

certified mail, return receipt requested, would continue to 

go to the window for delivery confirmation and :return 

receipt if that service were adopted? 

A I suppose that's a reasonable assumption. I 

hadn't -- 

Q So then those -- I'm sorry. 

A I -- I hadn't -- I have not previously considered 

that, but that seems to be a reasonable assumption. 

Q So then those customers seemingly would not impose 

greater window service costs on the Postal Service, because 

previously they used certified and return receipt and went 

to the window and now they'd be using delivery confirmation 

and return receipt and going to the window. 

A When I spoke about the higher costs of delivery 

confirmation, I was -- I meant higher relative to the costs 

of providing delivery confirmation on parcel products, not 
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relative to the cost of certified mail. 

What I said was that, because a relatively high 

proportion -- a higher proportion of parcel post and parcel 

items are presented at the window than first-class items, 

many of the window costs that would be associated with 

providing delivery confirmation to first-class mail are not 

really relevant in providing delivery confirmation for 

Standard B mail. 

Q Okay. But -- but it is true that some people use 

certified mail and return receipt for their first-class 

mail, and those customers might opt to use delivery 

confirmation and return receipt for their first-class mail 

if delivery confirmation and return receipt were offered for 

first-class mail. 

A I assume so. 

Q So, to that extent, the window costs would not 

change for those customers who are merely moving from 

certified mail return receipt to delivery confirmation and 

return receipt, because they were going to the window before 

and they're still going to the window. 

A What window costs are you referring to? If you 

mean window costs as a whole, that I'm not sure about. 

What I was referring to were the window costs 

associated with a specific service, and in this case, as I 

said, my understanding is that, in general, the window 
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services costs of providing delivery confirmation for 

first-class mail would be higher per piece than the window 

costs associated with providing delivery confirmation for 

Standard B mail. 

Q Why? 

A Well, I think that is contained in my response to 

the interrogatory, and it refers to the fact that relatively 

little First Class mail is presented at the window for 

acceptance because of all the other means by which that mail 

can be accepted. However, a larger proportion of standard B 

mail is presented at the window. Therefore, those window 

services costs are already being borne by standard B mail 

[Whereupon, at 6:00 p.m., the hearing continued 

into evening session.1 
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EVENING SESSION 

[6:00 p.m.1 

BY MR. CARLSON: 

Q Do you agree that if delivery confirmation and 

return receipt were offered with First Class mail, that some 

customers who currently use Certified Mail and return 

receipt for their First Class mail would transition instead 

to delivery confirmation and return receipt? 

A I think that would depend on the relative fees. 

Q Suppose delivery confirmation and return receipt 

were less expensive than certified mail and return receipt? 

A I’m not sure, because they don't actually provide 

the same service. Delivery confirmation provides 

notification that an article -- that an article was 

delivered. Return receipt provides more than that. It 

provides a signed receipt signed by the recipient of the 

piece. Some customers may think that the service that's 

provided by delivery confirmation is insufficient. 

Q But isn't it true that there are customers who 

primarily want the return receipt or the delivery 

confirmation and not the proof of mailing that certified 

mail provides? 

A I think that's a reasonable assumpticln. 

Q So to the extent that there are customers who do 

not want the proof of mailing that certified mail provides, 
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those customers might be expected to transition to delivery 

confirmation and return receipt for First Class mail if that 

service were offered and if it were offered at a rate that 

were lower than the fee for Certified Mail and return 

receipt. 

A Depending on the fees, there would probably be 

some migration, although I'm not aware that there's been any 

attempt to quantify that again, since I’m not aware that 

there's been any serious consideration given yet to 

providing delivery confirmation for First Class mail. 

Q So to the extent that some customers did make that 

transiti.on, then those are customers who were at the window 

already or might have been at the window already for 

Certified Mail and return receipt and would still be at the 

window for delivery confirmation and return receipt. In 

other words, the net effect on window transition would be 

zero for customers who already went to the window for 

Certified Mail and return receipt. 

A Perhaps. I’m not -- I mean, I've not -- I mean, 

that sounds plausible, but I’m not aware that there's been 

any attempt to quantify that, and I'm not sure that I could 

on the spot. 

Q I'm trying to see why it would be anything less 

than 100 percent. Every -- just focus on the customers who 

go to the window to present their Certified Mail and return 
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receipt. If delivery confirmation and return receipt were 

offered in conjunction with First Class mail, seemingly 

those same customers, same number, would go to the window 

for their delivery confirmation and return receipt. In 

other words, the net number of window transactions would be 

unchanged. There'd be no change. 

A I can't really confirm that, because I don't know 

under what conditions delivery confirmation would be made 

available with First Class mail. Conditions may be such 

that it is -- it would be easier to deposit certified mail 

in a collection box than to conduct a delivery confirmation 

transaction. Without knowing the specific requirements of 

acceptance, I can't really answer that question. 

Q Will the proposed delivery confirmation service 

require the customer to present the item at the window? 

A For retail. 

Q And this would be manual delivery confirmation 

service. 

A I believe that will be the case. Yes. 

Q Why? Why require the customer to take the article 

for which he wants delivery confirmation service to the 

window as opposed to dropping it in a collection box? 

A Well, the customer will have to have ,a delivery 

confirmation number assigned to the article. 

Q Could that be available in the post office lobby 
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1 the same way Certified Mail forms are? 

2 A Now we're getting into the implementation details, 

3 and I'm not sure those have been determined yet. As 

4 currently being tested, that service is not yet available. 

5 So I'm not sure under what conditions it's gointg to be 

6 offered at window sites. 

7 Q Would it add value to the service if 'customers did 

8 not have to go through the window line to drop 'off their 

9 delivery confirmation mail? 

10 A I suppose to the extent that it makes it easier 

11 for customers to do, yes, it would. However, I'm not sure 

12 what effect that would have on the reliability Iof the 

13 service and on our ability to confirm that an a:rticle has 

14 been entered for delivery confirmation if those labels were 

15 more widely available. So I'm not sure which eEfect 

16 outweighs the other. 

17 Q Okay. If you could please refer to yfour response 

18 to DFC USPS-T-40-22(g). 

19 A That's 22(g)? 

20 Q Yes? 

21 A Okay. 

22 Q This question concerns a hypothetical new service 

23 that would be similar to return receipt for merchandise, 

24 which would provide the same services as return receipt for 

25 merchandise, except that it would be available :Eor all First 
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Class Mail, merchandise or nonmerchanidise. Doc?s that 

correctly restate the nature of that question? 

A Yes, it does. 

Q Why would the expected cost be any different than 

the cost for the existing return receipt for merchandise 

service? 

A I am not an expert on costing and I have not 

studied this. I am not really prepared to answer that 

question. I believe my response said that our ability or 

willingness to offer such a service would depend on what the 

costs were but I gave no indication on what I thought they 

were and I am not really prepared to do so. 

Q Suppose the customer demand among First Class 

mailers for this new service were low, would there be any 

harm in offering the service nevertheless, given that the 

existing service, return receipt for merchandise, would 

simply be renamed to take the word "merchandise" out and 

offered to an additional class of mail; in this case, First 

Class Mail? 

A Well, if demand were low or perceived demand were 

low, I'm not sure why we would want to offer it. If there's 

no demand or little demand, why would we want to offer the 

service? 

Q Let me give an example. Suppose that 2,000 people 

want the service and would value the service at $2 each. If 
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you offered the service, then there would be $4,000 of 

utility or surplus that would accrue to those consumers for 

having provided them with the service that they valued at $2 

each. If you didn't provide the service, their utility 

would be zero. 

So even if demand were low, one could see a reason 

why you might want to offer the service. 

A Except that there is an opportunity cost 

associated with offering a service like that, which means 

that the Postal Service's resources, which are scarce though 

vast, would have to be devoted to a service for which there 

is little demand while, if we did not devote those resources 

to that service, presumably those resources would be 

available to satisfy potentially greater demand for some 

other service. 

The Postal Service has to consider mu:Ltiple 

product offerings and weigh the merits of each one and we, 

in general, offer and propose services with high demand 

rather than those with low demand. 

Q So the harm would be only to the extent that might 

adversely affect the product line or cause the I?ostal 

Service to devote resources to a service for which there 

were low demand? 

A That's one potential harm that I can identify 

right now. 
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Q Row might this proposed modified return receipt 

for merchandise service affect other products and services? 

A I don't know. I have not -- I have not studied 

the matter. I mean, you proposed a hypothetical service and 

I indicated that our interest in providing it would depend 

on a number of factors. But, other than that, I have not 

really considered what effect it might have. 

Q Does the fact that I have suggested that the 

service could have value to some mailers potentially affect 

the Postal Service's thinking and cause the P'ostal Service. 

perhaps to propose this service in the future? 

A It could. I mean, those decisions aren't made by 

me or people in my department. It is conceivable that the 

people who make those decisions would see that idea and 

consider, well, that is something we should gi.ve further 

consideration to but I don't know. 

Q I am interested in an answer to this sort of 

question. Suppose I were a Canadian citizen who had never 

been to the U.S. before and I walked into a Post Office and 

I wanted to send a letter and obtain simply a return receipt 

for it, that's all I cared about. I didn't care about proof 

of mailing, just wanted to know that the piece of mail was 

received. 

The Postal clerk told me that I coul~d obtain the 

return receipt by purchasing certified mail plus return 
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receipt, which would be a fee I believe of at#out $2.52 and 

then the clerk happened to mention, but if yc'u were sending 

merchandi.se and it happened to be going Priority Mail, we 

would give you the return receipt and a proof of mailing for 

just $1.20. 

Why shouldn't I be able to get the service that 

return receipt for merchandise offers for a document that I 

send via First Class Mail for $1.32 less? Why should I have 

to purchase certified mail just to get a return receipt when 

I am sending a document by First Class Mail? 

A Well, I mean the reason -- the reason for the 

requirement that a customer purchase certified mail is that 

a delivery record is required for a return receipt. My 

understanding is that return receipt for merchandise was 

offered to mailers of merchandise to allow th,em to confirm 

delivery of articles that have an intrinsic value. 

Of course, if a customer were to send an article 

of merchandise through Priority Mail, they would presumably 

be paying much more in postage relative to a Pirst Class 

letter. 

Q Isn't it true that return receipt for merchandise 

creates a delivery record in the same way that certified 

mail does? 

A It creates a delivery record. They are not 

exactly the same. 
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Q So why have this one service that is available 

just for merchandise and not available for First Class Mail 

that provides the same bag of -- the same mix of services 

for this customer as certified mail return receipt 

requested, except certified mail return receipt requested 

costs another $1.32? Why? 

A If you are asking for the reason why these 

services were developed, I can't answer that. The 

development of this service predates my involvement in this 

case or with these services. 

Q And if you saw a reason right now, 'you would tell 

me? If you could see a reason off the top of your head, you 

would tell me? 

A Well, I mean, as I said before, the intent of 

offering return receipt for merchandise was tlo allow mailers 

of articles with an intrinsic value to verify that those 

pieces had been delivered and received by the intended 

recipients. Those articles have different characteristics 

for First Class Mail than -- I'm sorry, different 

characteristics from First Class Mail. 

Q Wouldn't there be a value to offering a customer a 

return receipt for a document that he wants to send via 

First Class mail? 

What does the intrinsic value have to do with it? 

A Well, as I have said, I mean -- as I said in my 
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interrogatory response, there may be a value in providing 

that service to some group of customers. 

We have not studied what it would tie or what it 

would cost to provide that service. 

In my response just now I tried to give a basis 

for the offering of return receipt for merchandise as a 

distinct service from return receipt offered in conjunction 

with other accountable items as the basis for why that 

service was originally provided. 

That I know does not explain why it was not 

extended to cover all First Class mail, but that is my 

understanding for why the service was offered in that way. 

Q Do you think it would be a good idea to study why 

it shouldn't be extended to regular First Class mail for 

documents? 

A Yes, I do. 

Q Okay. If you can refer, please, to your response 

to DFC/USPS T40-15(a). 

A That was 15(a)? 

Q Yes. 

A 15 (a) . All right. 

Q Do you believe that many people use Certified Mail 

and Return Receipt for sending documents to the Internal 

Revenue Service? 

A Yes, they do. That is my understanding. 
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Q Is that because they perceive the relationship 

between themselves and the IRS as something less than 

cordial? 

A Well, I'm sure that many people view their 

relationship with the IRS that way. 

I don't believe that is their main reason for 

requesting Return Receipt in this case. 

Q Why do you think they request Return Receipt? 

A In general, because there are financial 

consequences for not having your tax forms completed and 

filed on time and customers want the assurance of knowing 

that the items they have sent to the IRS have been received 

on or before the necessary deadline. That is my 

understanding. 

Q And they want to know from a disinterested third 

party such as the Postal Service that they were delivered on 

time? 

A Yes. I would concur with that. 

Q Are you aware of an August 1, 1996 letter to 

District Managers from Sandra Curran which was produced in 

Docket Number MC96-3 regarding problems with {delivery of 

Return Receipts? 

A Yes, I have read it. 

Q Okay -- and are you familiar with a paragraph in 

the letter that says a significant concern is a lack of 
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1 realization by some employees that the customer is the 

2 sender who has paid for the service and any arrangement that 

3 makes it easier for the addressee at the expense of that 

4 service should not be tolerated? 

5 A I don't have the letter in front of me, but that 

6 sounds familiar. 

7 Q How about if I just give you a copy, quickly. 

a A Yes, that's what it says. 

9 Q Are you aware that the Postal Service published a 

10 notice in Postal Bulletin earlier this year advising 

11 employees of the need to follow proper procedures with 

12 respect to Return Receipt? 

13 A I was not aware of that, no. 

14 Q Can you please describe the follow-up that has 

15 taken place since this August 1, 1996 letter and since the 

16 publication of the announcement in Postal Bulletin on the 

17 need to improve Return Receipt service? 

ia A What do you mean by follow-up? 

19 Q Has anything else happened? 

20 A Not that I am aware of but I am not sure why I 

21 would be aware if any had taken place. 

22 Q In MC96-3, this evidence was mentioned for the 

23 issue of value of Return Receipt service, and the Postal 

24 Service argued on brief that it had taken steps to try to 

25 improve the value of Return Receipt service, so it seems 
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like it would be relevant, but you are not aware of any 

additional steps that have been taken? 

A Not specifically, but I mean in general -- I mean 

this letter is one example of a step that is taken to 

improve the quality of return receipt service. 

Q Does the Postal Service have in place any audits 

to ensure that proper procedures are followed? 

A I believe that a number of audits are conducted 

locally and regionally, but what the outcome of those are or 

who is responsible for them I am not aware. 

Q At this point I would like to discuss with you an 

exhibit, DFC/USPS T40, XE 1 through 9, which I will give to 

you in just a moment. 

[Cross-Examination Exhibit Nos. 

DFC/USPS-T40-XE-1 through XE-9(b) 

were marked for identification.] 

MR. RUBIN: I would note that this is the first 

time the Postal Service or the witness has seen this cross 

examination exhibit. 

BY MR. CARLSON: 

Q I'm hoping you can confirm that Exhibit No. 1 

appears to be a letter from the postmaster in Memphis, 

Tennessee, to me, Douglas Carlson, and I just wanted to 

point out paragraphs two, three, and four and -- and have 

you look those over. 
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1 Have you had a chance to look over those -- those 

2 paragraphs? 

3 A I've read them, yes. 

4 Q Okay. And then on Exhibit No. 2, if you could 

5 look, in particular, at paragraph five. 

6 A Yes. 

7 Q Okay. And Exhibit No. 3, if you could look at 

8 paragraphs three and four. 

9 CHAIRMAN GLEIMAN: I'm sorry. That was Exhibit 5? 

10 MR. CARLSON: Exhibit 3, paragraphs three and 

11 four. 

12 CHAIRMAN GLEIMAN: Excuse me. 

13 THE WITNESS: Yes. 

14 BY MR. CARLSON: 

15 Q And Exhibit 4, paragraphs four and five. 

16 A Yes. 

17 Q And Exhibit 6. Notice there's a 5(a), 5(b), so go 

18 on to 6, please. I wanted to point out -- and if you could 

19 look at paragraphs three and four. 

20 A Is that from a consumer affairs associate in 

21 Sacramento district? 

22 Q Yes. 

23 A Okay. 

24 Q Do you think that customers who use certified 

25 mail, return receipt requested, to send certified mail to 
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these addresses would be pleased to know that the recipient 

is either wholly or partially responsible for completing the 

return receipt information? 

A Given the circumstances -- that's the IRS -- I 

would -- my assumption would be that if the customer 

received the receipt back indicating that it had been 

accepted and delivered in time for the filing date, that 

they would be, in most cases, indifferent. 

Q And let's say the date were late. 

A Then I suppose it would depend on the -- the -- 

the consequences of that. 

I mean if -- if as a result of the -- the late 

date on the receipt, the -- or the sender were to receive 

some form of difficulty from the IRS, I would assume they 

would be quite annoyed. If there were no consequences, that 

customer may be indifferent. 

MR. CARLSON: At this point, I have no further 

questions, and I'd like to move that this -- these exhibits, 

XE-1 through 9, be admitted into evidence. 

MR. RUBIN: The Postal Service would object to 

putting these into evidence. 

Now, they could be included in the transcript, but 

I don't see how we have a sponsor for them, they're -- and 

they were letters that were just presented to US now, so 

that no one's had a chance to fully read them, other than 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



a 

9 

10 

11 

12 

13 

14 

15 

16 

17 

la 

19 

20 

21 

22 

23 

24 

25 

1024 

Mr. Carlson and -- and he may be able to sponsor them in the 

future, but I don't see how this qualifies as evidence at 

this time. 

MR. CARLSON: I certainly would personally consent 

to a lo- or 15-minute recess if the Postal Service wanted to 

review the letters, but I -- I have the originals here, and 

I think they speak for themselves, and -- and I move that 

they be admitted. 

CHAIRMAN GLEIMAN: They're letters that are 

prepared by Postal Service employees from around the 

country. I don't understand what your objection would be. 

They say what they say. 

MR. RUBIN: I guess 5(a), 5(b), 8 are IRS letters. 

MR. CARLSON: And I think -- 

MR. RUBIN: The others -- 

MR. CARLSON: I think A-8.also is an IRS letter. 

CHAIRMAN GLEIMAN: Is it -- is it the fact that 

they're from another agency that you find objectionable? 

MR. RUBIN: That's part. It's just also -- this 

is not -- 

CHAIRMAN GLEIMAN: Mr. Carlson, as a matter of 

fact, you did not use each and every one of these cross 

examination exhibits as a basis for cross examination, and 

therefore, I don't think that they should be -- the ones 

that you didn't rely on should even be considered for 
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I would be inclined to be more receptive to a 

motion that would limit the materials that you hope to 

insert in the record as to only those letters that came from 

Postal Service officials. 

I would also respectfully request that you 

include, along with the material, a copy of the letter that 

you wrote. Because we don't know what questions were asked 

to know what questions were answered. But I think that, in 

all fairness to the parties here, that would be perhaps 

material. 

Would you find it less objectionable if we just 

limited it to the letters that came from the :Postal Service 

and included the response? 

MR. RUBIN: Well, that would be less 

objectionable. Perhaps we could have a written motion to 

put these into evidence with the additional material and 

the -- 

CHAIRMAN GLEIMAN: How about we do that. 

MR. RUBIN: And the exclusions. 

MR. CARLSON: So I shouldn't do a written motion 

that includes, that submits the letter that I sent to -- 

CHAIRMAN GLEIMAN: That includes the letter that 

these responses are in reference to so that other parties 

have a better understanding of what questions you asked and 
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how they were asked. I wouldn't want to put interrogatories 

into our record, for example, interrogatory responses 

without having interrogatories associated with them and I 

think that is a reasonable standard so that we can 

understand the context of this. 

MR. CARLSON: And just to clarify, I should not 

include in the motion -- 

CHAIRMAN GLEIMAN: You can ask, if we are going to 

do it by written motion, you can ask to include whatever you 

want to include. I think that's not an unreasonable 

suggestion that Mr. Rubin had and it will move us along. 

You can request whatever you want. It is a motion. The 

Postal Service can object to all or part of the motion and 

then we will have an opportunity to rule on it and put the 

materials in the record. So, right now, as it stands, we 

have a package of cross-examination exhibits. 

MR. CARLSON: And would I submit the 

cross-examination exhibits as a library reference and refer 

to them in the motion or simply refer to them in their 

status that they're in right now? 

CHAIRMAN GLEIMAN: Refer to them in their status 

that they're in right now. 

MR. CARLSON: Okay, thank you. 

CHAIRMAN GLEIMAN: Is that okay with you, 

Mr. Rubin? 
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MR. RUBIN: Yes. I mean, another alternative 

would be to put them in as testimony when that -- 

CHAIRMAN GLEIMAN: Let's just go -- 

MR. RUBIN: On November 17. But -- 

CBAIRMAN GLEIMAN: Let's just go with the motion 

and we can all kill another piece of a tree with some more 

paper. 

MR. CARLSON: And so I have no further questions. 

CHAIRMAN GLEIMAN: Thank you, Mr. C,arlson. 

Mr. McKeever? 

I keep watching for the motion that you were 

trying to send me yesterday. I didn't see one today. 

MR. McKEEVER: No, but I promise I will be brief, 

Mr. Chairman. 

CHAIRMAN GLEIMAN: You take as much time as you 

wish, sir. 

CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Mr. Plunkett, in developing your fee proposals for 

delivery confirmation service, you start with a unit volume 

variable cost calculated by Mr. Treworgy; is .that correct? 

A Yes, that's correct. 

Q And the unit volume variable cost calculated by 

Mr. Treworgy for Priority Mail electronic service is 14.86 

cents per unit; is that correct? 
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A I would like to check my workpapers to verify 

that. 

Q Sure. 

A I'm sorry, was that Priority Mail electronic? 

Q Priority mail electronic service, yes. 

A I don't include that in my workpapers because 

Witness Sharkey included those costs in the costs for 

Priority Mail. So, subject to check, I would accept that. 

Q Okay, that is what Mr. Treworgy shows on page 17 

of his testimony, which of course has not been admitted yet. 

But it is 14.86 cents per unit for Priority Mail electronic 

service, okay? 

A Again, subject to check, I accept that. 

Q Now, that priority mail electronic service is 

intended for larger mailers; is that correct? 

A Yes, that's correct. 

Q And given that cost of 15 cents per unit, you 

nevertheless propose that mailers who use Priority Mail 

electronic delivery confirmation service not pay any 

additional charge; is that correct? 

A That is the Postal Service proposal, yes. 

Q And those extra delivery confirmation costs of 15 

cents per unit are included in Priority Mail's overall costs 

and spread among all Priority Mail; is that correct? 

A I believe that's true, yes. 
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Q Including the cost basis for those who do not use 

delivery confirmation service at all? 

A That question might be better directed to Witness 

Sharkey. I mean, I believe that is contained in his 

testimony. 

Q Okay. Now, for standard mail B, Mr. Treworgy's 

unit volume variable costs for electronic delivery 

confirmation is 14.99 cents per unit; do you recall that? 

A Yes, that's correct. 

Q And that's about the same as the cost for priority 

mail electronic delivery confirmation; is that correct? 

A Very close, yes. 

Q The difference is about thirteen 
-vu-- 
+heusan#&s-ofa 

cent? 

A Yes 

Q But for standard B electronic confirmation 

service, you propose an additional charge of 25 cents; is 

that correct? 

A Yes, that's correct. 

Q For priority mail manual delivery confirmation, 

Mr. Treworgy's unit volume variable cost is 48.35 cents? 

A That was Priority Mail manual? 

Q Priority Mail manual and I am not talking now 

about the difference between manual and electronic but the 

total cost for Priority Mail manual. 
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A My workpapers only show the difference in costs 

but that appears to be approximately correct from what I can 

see. 

Q You show a difference of 33.49 cents? 

A 33.51. 

Q 33.51? 

A Yes. 

Q Okay. And you accepted subject to check that for 

manual the -- well, all right, let's leave it go at that, 

33.51. 

Now, Mr. Treworgy's volume variable cost for 

standard B manual is 40.4 cents; is that correct? 

A That's what I have, yes. 

Q Now, if the total unit volume variable cost for 

Priority Mail manual, not just the difference now between 

manual and electronic, is 48.35 cents and the unit volume 

variable cost for standard B manual is 48.4 cents, those two 

numbers are approximately the same; is that correct? 

A They are very close. 

Q Five -of a cent; is that correct? 

A Yes. 

Q Now you propose a fee of 35 cents though per unit 

for Priority Mail manual delivery confirmation but a fee of 

60 cents for standard B manual confirmation; is that 

correct? 
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A That's correct; yes. 

MR. McKEEVER: That's all I have, Mr. Chairman. 

CHAIRMAN GLEIMAN: Is there any followup? 

Mr. Popkin? 

FURTHER CROSS EXAMINATION 

BY MR. POPKIN: 

Q Regarding the Postal Service letters and IRS 

letters that were given to you by Mr. Carlson, can you 

reconcile these in light of the August 1 letter that was 

also presented and also the Domestic Mail Manual requirement 

that you indicated to me? 

A I'm not sure what you mean by reconcile. 

Q Well, they appear -- you mentioned to me in your 

testimony to my cross examination that there are no 

instances that you know of where mail is delivered to an 

addressee without getting it signed for at the time. 

A Yes, that's what I said. 

Q And yet we have information here th.at makes it 

appear that that's not happening. 

A Well, subject to a review of the exhibit, that 

would appear to be the case. 

Q What does that do to the value of the service? 

A I believe in response to Mr. Carlson's question, 

again, in these particular instances I guess the customer's 

perceived lack of value would depend on the consequences of 
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what happened. As I said, in most cases I would assume that 

if a customer received their receipt back indicating that 

the article had been received at the IRS on or before the 

necessary date, most of those customers would be indifferent 

as to how that signature or how that receipt was obtained. 

Do I think that this is consistent with the letter signed by 

Mrs. Curran? No, it doesn't appear to be. 

Q Is it consistent with the Domestic Mail Manual 

section that we referred to, DOM 42, was it 1.7(b)? 

A It does not appear to be. 

CHAIRMAN GLEIMAN: Is there any further followup? 

Questions from the bench? 

COMMISSIONER LeBLANC: Yes, sir. 

CHAIRMAN GLEIMAN: Commissioner LeBlanc. 

COMMISSIONER LeBLANC: Mr. Plunkett, let me go 

back just before I get to the other question. I don't 

believe I heard an answer as to, on the insured versus the 

Registered Mail, on the $5,000 figure, $11.65 versus $50 

plus or minus I believe if I wrote that down right, and yet 

there's more work in registry. Why is it less? 

THE WITNESS: Again, I'm not an expert on the 

costs for the two services. I can say that my understanding 

is that the costs for insurance are higher than the costs of 

Registered Mail. But I'm not sure -- I'm not sure of the 

basis for that difference. All I know is that the costs for 
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providing the same level of indemnity protection for a given 

article are much higher for insured mail than for Registered 

Mail. 

COMMISSIONER LeBLANC: Okay. I thought that might 

be the answer. I just wanted to make sure. 

And then on the bulk insured mail, you're 

proposing it, but at what number? You might have stated it 

in your testimony somewhere. But what number is the bulk, 

and what -- 

THE WITNESS: Do you mean the number of articles 

that need to be presented to qualify for the discount? 

COMMISSIONER LeBLANC: Exactly. 

THE WITNESS: That has not been determined yet. I 

mean, the only qualification that I'm aware of is that the 

customer will be required to hold a permit for bulk entry, 

but the qualification criteria for the bulk insurance have 

not yet been finalized. 

COMMISSIONER LeBLANC: Okay. And you propose a 

passthrough of 50 percent, but if I understand that, that 

passthrough is based on the unnumbered pieces. Is that 

right or am I wrong? 

THE WITNESS: The passthrough is based on the -- 

COMMISSIONER LeBLANC: You propose a passthrough 

of 50 percent of the savings on the unnumbered pieces. 

THE WITNESS: You're referring to the window 
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services costs. 

COMMISSIONER LeBLANC: Yes, I'm sorry. 

THE WITNESS: Yes, that's correct. 

COMMISSIONER LeBLANC: Now it's -- if I understand 

it right, the cost savings is 80 cents on the unnumbered and 

$1.13 on the numbered. Is that right? 

THE WITNESS: Can I check my testimony to confirm 

that? 

COMMISSIONER LeBLANC: Yes, by all means. I'm 

sorry. 

THE WITNESS: And do you have the page number? 

COMMISSIONER LeBLANC: No, I don't. These are 

just notes. I apologize. If you don't have it right in -- 

you can't get to it -- 

THE WITNESS: No, I have it. I show 79.9 cents -- 

COMMISSIONER LeBLANC: Eighty cents. 

THE WITNESS: For unnumbered, and $1.13 for 

numbered. 

COMMISSIONER LeBLANC: All right. And you got to 

the 40 cents per piece on the SO-percent passthrough 

obviously. 

THE WITNESS: Yes, that's correct. 

COMMISSIONER LeBLANC: Why did you use that 

instead of the $1.13? 

THE WITNESS: My main concern was the variability 
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in the cost estimates between the first estimate and the 

second estimate. The first estimate we had of the window 

services cost were 47.2 cents for unnumbered and 81.9 cents. 

So between the two studies the estimate of the costs 

doubled. So I chose to be relatively conservative in 

proposing the discount, because I was not comfortable 

proposing a higher passthrough given the variability in the 

two numbers. 

COMMISSIONER LeBLANC: So, you made that call. 

That's your judgement call. 

THE WITNESS: That -- that was my decision, yes. 

COMMISSIONER LeBLANC: Okay. And the last thing 

is, in your colloquy with Mr. McKeever, I guess I just 

misunderstood. Did I understand you to agree with him, plus 

or minus, that the costs for priority manual and Standard B 

manual are both plus or minus 48.4, 48.3? 

THE WITNESS: The total costs are close, yes. 

COMMISSIONER LeBLANC: And yet your proposed rate 

for priority manual is 35 cents? 

THE WITNESS: Well, my -- my proposed fees in this 

case are based on the difference between manual delivery 

confirmation and electronic, which in both cases are 

approximately 33 cents, and that's the basis for the 35-cent 

fee for priority mail. 

COMMISSIONER LeBLANC: So, you're basing it on the 
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difference. You're not basing it on -- on what I call the 

absolute cost here. 

THE WITNESS: No. On the difference between the 

manual costs and the electronic costs, which in both cases 

are -- 

COMMISSIONER LeBLANC: And was there a reason to 

do that in this particular case? 

THE WITNESS: Because the decision had been made 

to include delivery confirmation for priority mail 

electronic customers, so that, at least for priority mail 

customers, the relative number -- or the more relevant 

number to me was the difference in cost between manual and 

electronic service, which is the 33 cents on which the 

35-cent fee is predicated. 

COMMISSIONER LeBLANC: I mean you're aware that 

you might be criticized there for being under cost. 

THE WITNESS: In what way? 

COMMISSIONER LeBLANC: Well, I mean, from what you 

just said, if you're going to put a -- correct me if I'm 

wrong here, but if you're going to put a -- an electronic 

extra charge, surcharge, whatever you want to call it, on -- 

on one, why wouldn't you do it on the other? 

THE WITNESS: Well, those fees are -- the costs of 

providing electronic service are included in .the cost of 

priority mail. 
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COMMISSIONER LeBLANC: Okay. That's what I was -- 

that's what I was trying to get to. 

THE WITNESS: Okay. 

COMMISSIONER LeBLANC: Okay. Thank: you very much. 

Thank you, Mr. Chairman. 

CHAIRMAN GLEIMAN: Is there any followup? 

MR. McKEEVER: Mr. Chairman, I do have a few to 

follow up with Commissioner LeBlanc's questions. 

BY MR. McKEEVER: 

Q That -- those costs, you said, are included -- the 

15 cents for priority mail electronic are included in the 

costs of priority mail, correct? 

A That's my understanding, yes. 

Q And we established that that's priority mail as a 

whole. All priority mail users pick that up, not just those 

who use delivery confirmation. 

A Again, I -- I believe that's in witness Sharkey's 

testimony. I'm not prepared to testify on the -- 

Q Well, do you have any doubt about that? You don't 

charge a rate for the people who use delivery confirmation, 

do you? 

A NO, I don't have any basis for rejecting that 

statement. I just said that that's in witness Sharkey's 

testimony, and I'm not conversant enough with it to -- to 

give an unqualified confirmation to your statement. 
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1 Q Let me try one or two more questions to see if I 

2 can make you comfortable, and then, if I can't, we will 

3 stop. 

4 The -- the cost for priority mail electronic is 

5 approximately 15 cents per unit. Is that correct? 

6 A Yes, that's correct. 

7 Q Okay. But you do not propose a rate for that, a 

8 fee for that, a separate fee. 

9 A No, that is -- those costs are assumed to be 

10 included in the costs of priority mail. 

11 Q Okay. 

12 A There is no separate fee. 

13 MR. McKEEVER: Okay. 

14 Thank you, Mr. Chairman. 

15 CHAIRMAN GLEIMAN: Is there any further followup 

16 as a consequence of questions frbm the bench? 

17 [No response.] 

18 CHAIRMAN GLEIMAN: Doesn't appear to be. 

19 That brings us to redirect. 

20 Would you like some time with your witness? 

21 MR. RUBIN: Yes. We'd like 10 minutes. 

22 CHAIRMAN GLEIMAN: Okay. 

23 We're good until a quarter of seven. 

24 [Recess.] 

25 CHAIRMAN GLEIMAN: Mr. Rubin. whenever you are 
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REDIRECT EXAMINATION 

BY MR. RUBIN: 

Q Mr. Plunkett, counsel for the OCA di.scussed with 

you the Form 4813-P. the receipt for insured mail and how 

well it covered the details of the insurance coverage with 

the Postal Service. 

Is there any statement on that form that provides 

a little more guidance for customers about how to learn 

about the details of insurance coverage? 

A I may have read this when I was responding to the 

OCA's question earlier. 

The last sentence in the section headed "Coverage" 

says "Consult Postmaster for details of insurance limits in 

coverage." 

As I think I later replied to a different 

question, again given that the kinds of articles we were 

discussing are relatively rare and most of these 

transactions are somewhat routine, that sort of catch-all 

provision seems to cover that, given the constraints of the 

size of the receipt. 

Q Mr. Popkin and Commissioner LeBlanc asked about 

the lower fee for insurance for a $5,000 item compared to 

the fee for registering that item. 

Is one aspect underlying the lower fee for 
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registered mail the difference in indemnity costs between 

insurance and registered? 

A Well, as I mentioned at a different point in 

today's proceeding, registered mail is the most secure 

product that we offer and as such the associated loss and 

damage claims are lower than for insurance. 

I should also point out that because the limit for 

insurance was recently raised to $5,000 we don't really have 

any actual claims experience for articles above $600 in 

value. 

In estimating the indemnity costs for articles 

worth more than $600 we assumed that they woul~d be of 

similar proportion to lower value articles, which means that 

we are estimating an indemnity cost per piece of $26.16 for 

articles valued at $5,000, which is well above the expected 

indemnity costs of a comparable registered article. 

MR. RUBIN: Thank you, that's all I have. 

CHAIRMAN GLEIMAN: Is there any recross as a 

consequence of redirect? 

Mr. Popkin. 

RECROSS EXAMINATION 

BY MR. POPKIN: 

Q This indemnity cost that you are referring to is 

the money that you set aside to pay for claims? 

A Yes, that's right. 
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Q It is far less, you are saying, for registered 

mail and comparably valued insured mail? 

A Well, we know what the costs are for registered 

mail. For insured mail we don't have any real claims 

experience for articles that are that highly valued. 

What we have done to estimate it is assume that 

the indemnity costs for those articles will be similar in 

proportion to the value of the article, which results in an 

estimated indemnity cost that is $26.16 for an article 

valued at $5,000, which is well above the cost for an 

identical registered article. 

Again, that is an estimate not based on actual 

claims experience. 

Q If that is an estimate, then what is your 

justification for raising the fee from 90 cents to $1 per 

hundred dollars? 

In other words, without getting -- I can 

,understand perhaps that you might estimate it in MC96-3, but 

now that it exists, why wasn't it used? 

A I am not sure of the basis for the 90 cents in 

MC96-3. 

The basis for the $1 fee per one hundred dollar 

increment in indemnity value is the indemnity costs that are 

presented in my testimony. 

Q But you -- did I understand you to say that you 
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have no real knowledge of what they are. You have just 

estimated it? 

A We don't know what they are for articles valued 

above $600. We do have actual claims experience for 

articles valued at $600 or less, and that is the basis for 

the $1 fee increment that is in my testimony. 

It is based on the actual claims experience for 

articles valued from zero to $600, not on any estimate. 

Q Well, the estimate though, if I understand you, is 

that you have prorated or massaged the experience from zero 

to $600 and you have extended that in some manner to cover 

$600 to $5000. 

A Yes, that's right. 

Q What was that method? 

A Well, to -- without using the exact numbers, in 

general, there is a relationship between the indemnity cost 

per piece and the declared or the insured value of the 

article. For example, articles valued up to $50 have an 

average indemnity per transaction of 11 cents whereas 

articles valued between $500 and $600 have an estimated 

indemnity -- well, an average indemnity per transaction of 

$3.62. 

What I have done is assumed that -- and that is -- 

I'm not sure of the exact ratio but I believe that's 

about -- the indemnity costs per transaction are about 5 
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percent of the value of the article and what I have done is 

assumed that that relationship continues to exist throughout 

the entire range of values through $5,000 so that that is 

how you arrive at an average indemnity per transaction of 

$26 for a $5,000 article; it is approximately 5 percent of 

the declared value of the article or the insured value of 

the article. 

Q Well, 5 percent of $50 is 25 cents, correct? 

A Yes, that would be right. 

Q And 5 percent of $5 -- of $500 to $600 is 25 to 

30 -- $2.50 to $3.00? 

A Right. This is an average. As you have pointed 

out, the indemnity cost for articles valued below $50 is 

less than 5 percent but the indemnity cost per piece for 

articles valued between $500 and $600 is greater than 5 

percent. That is an approximation and an average. 

Q In other words, you just take the -- I guess it 

would be seven categories and numerically average them and 

then say, well, that same average would apply from 600 to 

5,000? 

A I believe -- I believe what I did was I looked at 

the ranges of values, judgmentally gave greater weight to 

the more expensive or the higher value articles and noted 

that on average the indemnity per piece was approximately 5 

percent of the declared or insured value of the article and 
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1 applied that number to all insured values from $600 to 

2 $5,000. 

3 Q Do you think it's -- that the rates are just and 

4 fair when you have such a discrepancy between registered and 

5 insurance -- 

6 A I developed the -- 

7 MR. RUBIN: Objection. I think we have gotten 

8 beyond the scope of my redirect. 

9 CHAIRMAN GLEIMAN: I believe you are correct, sir. 

10 That last question goes beyond the scope of redirect. 

11 Is there any other followup? 

12 Ms. Dreifuss? 

13 MS. DREIFUSS: Yes, Mr. Chairman. 

14 RECROSS EXAMINATION 

15 BY MS. DREIFUSS: 

16 Q During redirect, Mr. Rubin said that some of the 

17 matters I had raised with you were rare. What was it you 

18 were referring to that was rare? 

19 A I think during the cross-examination you had asked 

20 about the number of exceptions that are made to when 

21 articles or when customers could recover for loss or damage 

22 and whether or not I thought customers ought to be informed 

23 of all of those instances on the receipt form. And I think 

24 my response was that most transactions are relatively 

25 routine and most of those conditions would not apply. 

1044 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



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 

1045 

Therefore, to include all of them in an exhaustive list on 

the receipt form which, for practical reasons needs to be 

somewhat small, may not be the best way to do that. And I 

think the sentence that says for further information contact 

Postmaster is a way to resolve that point that, in most 

cases, those exclusions do not apply. But for the few that 

do, it may be best for the customer to consult the 

Postmaster, if that appears to be the case. 

As I also said, window clerks are instructed to 

ask about the nature of the contents and if there is reason 

for the customer at that point to think that they may need 

additional information, it is available through either the 

clerk or the Postmaster. 

Q Well, when you begin to sum up the exceptions to 

coverage, consequential damages could not be recovered. If 

-- if rifling exists, postage may not be refunded. There 

are a number of exceptions; they begin to mount. 

I'm not sure how you could -- how you can conclude 

that the sum of all these situations is -- is rare. On what 

would you base that conclusion? 

A Well, I didn't mean that there were few 

exclusions. In number, there may be quite a few of them. 

But most insurance transactions do not involve these 

exclusions in any way. 

I believe, in response to an interrogatory, 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1046 

someone had asked how many claims were appealeld on the basis 

of some of these exclusions, and the total number of 

appeals, I believe, was in the neighborhood of 400 for FY 

'96, and for some of these particular exclusions, the number 

of appeals or rejected claims is fewer than 10. 

That is what I meant by that these are relatively 

rare occurrences, not that there were few instances of 

things that can be excluded from coverage but that, relative 

to the total number of insurance transactions, the incidence 

of those -- or the number of instances where those 

exclusions come into play are relatively few. 

Q Do you recall whether you've ever provided figures 

on the number of claims -- the number of insurance claims 

that are filed in a given fiscal year? 

A That -- I believe that's contained -- there's a 

table in my testimony, on page six, that shows the number of 

claims that were paid in FY '96. 

Q Does it give the number of claims that were made? 

A No, it doesn't, and I'm not -- I don't believe 

I've provided that. 

Q Do you know how many -- what the volume of 

insurance purchases were in FY '96? 

A Number of transactions? 

Q Yes. 

A I show approximately 28 million. 
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Q But you don't know the number of claims made, only 

the number of claims paid. 

A Not offhand, no, I don't. 

Q And as far as you know, that -- that figure has 

not been provided. 

A I don't believe that it has. 

MS. DREIFUSS: Will the Postal Service be willing 

to provide that? 

CHAIRMAN GLEIMAN: Mr. Rubin? 

MR. RUBIN: If that's available, then we will 

provide that. 

MS. DREIFUSS: Okay. 

BY MS. DREIFUSS: 

Q One other thing that was raised on redirect. I 

think you said that the -- the receipt that I had held up 

earlier was too small to contain the many exceptions to 

coverage that we discussed. 

Is there any reason the receipt couldn't be 

enlarged to some extent, the print reduced to some extent, 

so as to -- as to -- to make the purchaser well aware of 

these exceptions? 

A I'm not -- I don't know of the -- the criteria 

that are used to develop these receipts and how important 

size is. I mean, as a practical matter, I believe the 

receipt is designed to be such that it is the same in width 
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as the label that is going to go on the piece, and that may 

be a binding constraint which would prevent the receipt from 

being enlarged very much. 

MS. DREIFUSS: Thank you. 

CHAIRMAN GLEIMAN: Is there any further followup? 

Mr. Popkin? 

FURTHER RECROSS EXAMINATION 

BY MR. POPKIN: 

Q Could the indemnity cost be reduced if greater 

security was provided to the insured mail such as -- 

CHAIRMAN GLEIMAN: Mr. Popkin, that is beyond the 

scope of the redirect. 

Is there anything further? 

[No response.] 

CHAIRMAN GLEIMAN: If there's not, then Mr. 

Plunkett, I want to thank you. We appreciate your 

appearance here today and your contributions to the record, 

and if there's nothing further, you're excused. 

THE WITNESS: Thank you, Mr. Chairman. 

[Witness excused.] 

CHAIRMAN GLEIMAN: Are we passing the baton at 

this point, Mr. Rubin? 

Mr. Hollies, call your witness. 

MR. HOLLIES: I wonder if this would be an 

appropriate juncture to introduce the testimony and written 
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cross examination of witness Currie. 

CHAIRMAN GLEIMAN: I see no problem with that, if 

I can figure out where I am in my cheat sheet. 

MR. HOLLIES: I'm a little unclear on how to -- to 

proceed here. 

What we have prepared are two copies of his direct 

-- written direct testimony, each of which has attached to 

it -- or at least adjacent to it -- a declaration executed 

by Mr. Currie and faxed to our offices yesterday indicating 

that he would testify to the same effect were he here today. 

Similarly, I have the two packets of his 

designated written cross examination put together, and each 

of those has attached to it a separate declaration 

indicating that, were he to testify in response to those 

questions orally, again his answers would be the same. 

CHAIRMAN GLEIMAN: You've just answered all of my 

questions. 

so, if you could just hand that material to the 

reporter, we will, without objection, accept the testimony 

and exhibits of witness Currie, accompanied by the 

declaration to the authenticity of the document, into 

evidence, and they will be received into evidence and not 

transcribed into the record, as is our practice with respect 

to the designated cross examination. 

[Direct Testimony and Exhibits 
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of John W. Currie, Exhibit No. 

USPS-T-42 was marked for 

identification and received 

into evidence.] 

CHAIRMAN GLEIMAN: The reporter is also receiving 

two copies, and I direct that they be transcribed at this 

point, along with the applicable declaration, and that they 

be received into evidence. 

[Designation of Written Cross 

Examination of John W. Currie 

was received into evidence and 

transcribed into the record.] 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS JOHN V. CURRIE 
(USPS-T-42) 

The parties listed below have designated answers to interrogatories directed to witness Curie as 
written cross-examination. 

Party Answer To Interroeatories 

Office of the Consumer Advocate OCA\USPS: Interrogatories T42-1-2. 
DBPKJSPS Interrogatory 57 redirected from 

United States Postal Service 
UPS\USPS: Interrogatory T42-1. 

Respectfully submitted, 

M&g&et P. Crenshaw 
Secretary 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS CURRlE TO 
INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T42-1. Please list all differences between your testimony in Docket 
No. MC97-2 (USPS-T-l 1) and your testimony in Docket No. R97-1 (USPS-T-42). 
Give full citations to page and line. Explain the reasons for the changes. 

RESPONSE: 

The only substantive change between my MC97-2 testimony and my R97- 

1 testimony is the insertion in my R97-1 testimony of material supplied as an 

interrogatory response in MC97-2. This material appears at p. 13, line 5 through 

page 14, line 4 

In addition, there are a few editorial changes that are intended to improve 

the clarity of the testimony. 
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INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 

OCAIUSPS-T42-2. Please refer to your interrogatory responses to OCAIUSPS- 
Tl l-l-18 in Docket No. MC97-2. 

a. Please confirm that your responses to the above-referenced interrogatories 
are true, accurate, and complete for purposes of your testimony in Docket 
No. R97-1. If you do not confirm. please explain and provide corrections. 

b. Please confirm that you hereby adopt your responses to the above- 
referenced interrogatories as your testimony in Docket No. R97-1. If you do 
not confirm. please explain. 

RESPONSE: 

a-b. Confirmed 
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RESPONSE OF U.S. POSTAL SERVICE WITNESS CURRIE TO 
INTERROGATORIES OF DAVID B. POPKIN 

DBPIUSPS-57. [a] Confirm, or explain if you are unable to do so, that there 
will be a 50 cent surcharge per piece for mailing hazardous medical materials 
and a $1.00 surcharge per piece for mailing other mailable hazardous materials, 
[b] How will articles that require this surcharge be marked to indicate their 
contents and the requirement for the surcharge? [c] How will the acceptance, 
handling, transportation, and delivery of these articles differ from an article that 
has the same shape, weight, and class of mail except for the requirement for the 
surcharge based on the contents of the mail? [d] Confirm, or explain if you are 
unable to do so, that the only costs that will be incurred with respect to the 
handling of these parcels will be in the event that there is a “problem” with the 
parcel, [e] What percentage of the parcels are expected to have “problems” 
with them? 

RESPONSE: 

[a] Confirmed. 

[b] The required markings are described in the Domestic Mail Manual 5s CO21, 

C023. and C024; these DMM sections are included in LR-PCR-26. In 

addition, I am informed that the endorsements identifying articles as having 

paid the Hazardous Medical Material or Other Mailable Hazardous Material 

surcharge may be applied either by window clerks or by the mailer subject to 

verification by acceptance personnel. 

[c] Please see my testimony at p. 8, line 12 through p. 9 line 15. and p. 10, line 

18 through page 11, line 3. 

[d] Not confirmed; please see my testimony at p. 8, line 12 through p. 12, line 5. 

[e] The information required to develop the requested percentage is not 

available. 
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UPS/USPS-T42-1. Please refer to your response to OCAUSPS-Tl l-6 in docket 
No. MC97-2. and in particular the third page of that response. Please provide a 
copy of MI-EL-810-96-1 and all other Management Instructions currently in effect 
which provide guidance on compliance with requirements governing hazardous 
materials. 

RESPONSE: 

Copies of Management Instructions MI-EL-810-96-1 and MI-EL-810-96-2 are 

contained in Library Reference PCR-26. 
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DECLARATION 

I, John V. Curie, declare under penalty of perjury that the foregoing kitten answers to 
interrogatories are true and concct to the best of my knowledge, information, and belief, and that 
were I to testify orally my answers would be 

! 
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CHAIRMAN GLEIMAN: Well, we've dispensed with 

witness Currie. 

MR. HOLsLIES: For the record, he expressed some 

formal disappointment in that he was not able to appear. 

CHAIRMAN GLEIMAN: When next you talk with him, 

remind him that he would have been appearing sometime 

significantly later than five after seven this evening. 

MR. HOLLIES: I will see what I can do to mollify 

the gentleman. 

CHAIRMAN GLEIMAN: If you would identify the next 

witness, please. 

MR. HOLLIES: The Postal Service calls Paul M. 

Lion to the stand. 

CHAIRMAN GLEIMAN: Mr. Lion, you're too fast for 

me, I couldn't catch you in time, but could you please stand 

and raise your right hand? 

Whereupon, 

PAUL M. LION, 

a witness, was called for examination by counsel for the 

United States Postal Service and, having been first duly 

sworn, was examined and testified as follows: 

CHAIRMAN GLEIMAN: Please be seated. 

DIRECT EXAMINATION 

BY MR. HOLLIES: 

Q Mr. Lion, I've handed to you two copies of what 
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has been marked as USPS-T-24, and I ask if that was prepared 

by you or under your direction? 

A Yes. 

Q Are there -- have you filed any errata -- formal 
kth- 

errata into your testimony %n this case? 

A Yes. 

Q And are the errata included in the package? 

A Yes. 

Q Are there any additional corrections that you have 

had cause to make? 

A Yes. 

Q And what are they? 

A Page one, line 13, there is a comma after "each," 

should be a period. 

Page 16, line 14, 71 million should read 72 

million. 

Page 16, line 15, 688 million should read 683 

million. 

Page 19, line 24, there's a dash in front of 

"cost" that should go. 

Page 20, line 12, the word "such" should be 

stricken. 

Q Are these corrections incorporated in the copies 

that you have in front of you? 

A Yes. 
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Q Were you to testify orally today on direct 

examination, would your testimony be the same? 

A Yes. 

MR. HOLLIES: With that, the Postal Service moves 

that USPS-T-24 be accepted into evidence.1 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.1 

CHAIRMAN GLEIMAN: Hearing none, Mr. Lion's 

testimony and exhibits are received into evidence, and I 

direct that they be accepted into evidence. As is our 

practice, they will not be transcribed into the record. 

[Direct Testimony and Exhibits 

of Paul M. Lion, Exhibit No. 

USPS-T-24 was marked for 

identification and received 

into evidence.1 

CHAIRMAN GLEIMAN: Mr. Lion, have you had an 

opportunity to examine the packet of designated written 

cross examination that was made available earlier today? 

THE WITNESS: Yes. 

CHAIRMAN GLEIMAN: If these questions were asked 

of you today, were your answers be the same as those you 

previously provided in writing? 

THE WITNESS: Yes, with several exceptions. 

CHAIRMAN GLEIMAN: And could you tell us what they 
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are? 

THE WITNESS: d In OCA USPS-TJ4-5, on the second 

page, due to the copying, the words are obscured. On the 

fourth line of the second paragraph, the first two words are 

"office increase," and on the two lines below that, there is 

a word l'completing," which should be "completely," and on 

number 34 -- 

CHAIRMAN GLEIMAN: Are you referring to OCA -- 

THE WITNESS: -- OCA -- 

CHAIRMAN GLEIMAN: -- USPS -- 

THE WITNESS: -- USPS-&4-34 -- on the last line 

of the response, there is a one point that -- at the 

r' beginning that should be stricken, and on OCA USPS-T,J4-65 

-- I have to find that -- I have to find that for just a 

minute. 

On the second page of the response -- excuse me, 

on the first page of the response to C, on the first line of 

that there is an "increases". It should be "decreases". 

On the line below that "Group A" should be 

replaced by "Groups D and E for which there is no change." 

On the second page of that response, on the last, 

the third line, after "1 percent" the t'and" should be 

changed to "as are" -- a period after the word "coverage" 

and the remainder of the sentence stricken. 

That's it. 
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CHAIRMAN GLEIMAN: Have those changes been 

incorporated into the packages that you have? 

WITNESS: Yes. 

CHAIRMAN GLEIMAN: Mr. Hollies, if you would 

provide two copies of the corrected designated written cross 

examination of Witness Lion to the Reporter, I will direct 

that they be accepted into evidence and transcribed into the 

record at this point. 

[Designation of Written 

Cross-Examination of Paul M. Lion 

was received into evidence and 

transcribed into the record.1 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Docket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS PAUL M. LION 
(USPS-T-24) 

The parties listed below have designated answers to interrogatories directed to witness Lion as 
written cross-examination. 

partv Answer To Interrogatories 

Office of the Consumer Advocate OCA\USPS: Interrogatories T24-l-24,26-30, 
31(a), 33-34,36,38-39,40(d-I), 
41-47,59,60(a), 61-65,66(d-e), 
68,69(a), 70-72,73(b-c), 74(a), 
78-87,90-91,92(a), and 93. 

Respectfully submitted, 

4 
M aret P. Crenshaw 
Secretary 
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OCWJSPS-T24-1. Please refer to your testimony at page 2, lines 17-19. 

a. Please confirm that the “POB Survey” referred to in your testimony is the 

same Post Office Box Study described on pages 3 - 14 of your testimony in 

Docket No. MC96.3. If you do not confirm, please explain. 

b. Please c,onfirm that the Post Office Box Study from Docket No. MC96-3 has 

not been revised or updated with supplemental information on the number of 

post office boxes installed or in use. If you do not confirm, please explain. 

c. Please confirm that the Postal Service has not conducted any other study of 

post oftice boxes during the past five years concerning the number of post 

office boxes installed or in use. If you do not confirm, please explain, and 

provide c:opies of (and file as library references) any and all such studies. 

RESPONSE: 

(a) Confirmed. 

(b) Confirmed, in that the original Post Office Box Survey data have not been 

revised or updated. Other postal files, such as the Delivery Statistics File 

(DSF), are routinely updated and have been merged with the original data. 

(c) Not confirmed. As stated in part (a), the POB Survey done for Docket No. 

MC96-3 and used in Docket No. R97-1 has not been updated. However, we 

have done additional analyses based on that data, which are presented in my 

testimony. 

Pagelofll 
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OCMJSPS-T24-2. Please refer to your testimony at pages l-3. 

a. Please confirm that post office box fee groups are based on groupings of 

post office by the type of carrier delivery service, or lack thereof, provided. If 

you do not confirm, please explain. 

b. Please confirm that the grouping of post offices by the type of carrier delivery 

service, or lack thereof, provided was not based on the costs associated with 

each office in the group. If you do not confirm, please explain. 

c. Please confirm that post office box fee groups based on the grouping of post 

office by the type of carrier delivery service, or lack thereof, provided are not 

designed to be a homogeneous cost grouping. If you do not confirm, please 

explain. 

RESPONSE: 

(a) Not confirmed. The fee groups depend upon specified ZIP Codes, customer 

characteristics, and type of carrier delivery service. They are defined on page 

2. lines 8-13. of my testimony, USPS-T-24. 

(b) Unable to confirm. See my response to part (a). The current definitions 

reflect a correlation between fee groups and costs (see Table 13, USPS-T- 

24). However, office-by-office cost distinctions never have beer1 and are not 

now proposed as an appropriate - let alone exclusive -- basis for grouping 

box fees. 

(c) Unable to confirm. As explained above, box fee groups based in part upon 

the type of delivery service are correlated with costs, but whether this means 

that those groups are “homogeneous”, I ham unable to say. It may be 

possible to improve the strength of the correlation, but the Postial Service has 

yet to determine how best to do so. 

PageZofll 
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OCALJSPS-T24-3. Please refer to Tables 1 and 2 of your testimony. 

a. Please provide the total number of post office boxes installed, and annual 

change in the number of boxes installed, for each of the past five years. 

i. What percent of the change in the number of boxes installed occurred 

at existing facilities that were renovated or remodeled? 

ii. What percent of the change in the number of boxes installed occurred 

at facilities that were newly opened for business? 

b. Please provide the total number of post office boxes in use, and the annual 

change in the number of boxes in use, for each of the past five years. 

i. What percent of the change in the number of boxes in use occurred at 

existing facilities that were renovated or remodeled? 

ii. What percent of the change in the number of boxes in use occurred at 

facilities that were opened for business? 

RESPONSE: 

The requested information is not available. The data in Tables 1 and 2 

are based on the POB Survey, which was’s one-time undertaking. The 

Delivery Statistics File (DSF) provides data on boxes installed, but not 

boxes in use, and since its function is to aid current mail operations, it 

does not provide historical data. 

Page3ofll 
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OCAWSPST24-4. Please refer to your testimony at page 5, Table 1. 

a. Please confirm that Delivery Group “City - A” consists entirely of CAG A post 

offrces. If you do not confirm, please explain. 

b. Please provide the number of post office boxes installed, for each box size, 

by CAG. 

c. Please provide the number of post office boxes in use, for each box size by 

CAG. 

d. Please provide the number of post office boxes installed, for each box size, 

by CAG in each delivery group. 

e. Please provide the number of boxes in use, for each box size, by CAG in 

each delivery group. 

RESPONSE: 

(a) Confirmed, in that all the ZIP Codes in Delivery Group City-A are included in 

a single CAG A office, according to the DSF. 

(b) - (e) USPS l-R-H-216 is being filed with the data necessary to perform the 

necessary calculations. I 

Page4ofll 
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OCA/USPS-T24-5. Please refer to your testimony at page 20, lines 19-21, and 

Table 12. 

a., Please confirm that the rent paid for leased space is the average rental cost 

per square foot. If you do not confirm, please explain. 

b. Please confirm that the figures shown in the “Average Rent” column of Table 

12 are computed as the ratio of total cost to total area for all post offices in 

each fee group. If you do not contirm, please explain, and provide all data 

(and file as a library reference any data files) supporting the computation of 

the figures shown in the “Average Rent” column. 

RESPONSE: 

(a) Not confirmed. The statement cited refers, in general terms, to those costs 

that are allocated to Space Provision in the Cost Segments and Components 

Report. See definition in USPS-T-24, page 19, lines 17-20. Average rent per 

square foot was derived from the Facility Management System, as described 

in LR-H-188. 

(b) Not confirmed. This interrogatory raises an issue discussed in Docket No. 

MC96-3: whether to use the ratio of total cost to total area for all post offices 

in each fee group, or to average the rents for individual post offices counting 

each as a separate data point. As discussed in the standard reference 

Sampling Techniques by Cochran (Chapter 6, 3rd Edition, 1977) there are 

situations in which a case can be made for either method. In this case, we 

considered both approaches and determined to average the rental costs for 

individual offices. 

The reasoning is as follows: The purpose is to measure, as accurately as 

possible and from postal data, the cost of renting retail office spiace for a certain 

group of post oftices. This is why we used only lease rentals and not the 

depreciated costs of ownership in our calculations. The rental c.ost at each office, 

regardless of its size, is a valid data point in this exercise. Each should be weighted 

equally. 

Page5ofll 
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Calculating the average rental cost as the total cost divided by total floor space 

allows a few large fac;lities to dominate the result and, in effect, dissipates valid 

information. It is oflen the case that the large facilities are built in industrial areas 

and have few, if any, boxes. On the other hand, many smaller facilities, such as 

nondelivery offices, have nothing but boxes. Accordingly, we cletermined that costs 

at large facilities should not dominate. 

The dominance of larger offices is shown by the stylized example with two post 

offices presented by OCA in its Initial Brief in Docket No. MC96-3, page 105. 

Comparing Scenario 1 to Scenario 2 in that example, the rental costs at the larger 
0 &c: ! ‘8 rY-1, I.2 
0 - ‘-=e bjj A nercent while, at the smaller facility, they decrease by 67 

percent. Yet the average rental cost remains the same when calculated as the ratio 
‘Y of total cost to total area. This is a completiag mrsleading result if the post office 

boxes are located at the smaller facility, which is quite possible absent other 

information. 

Taking that example (Scenario 1 or Scenario 2) one step further: suppose the 

larger office is expanded in size to make room for more mail processing equipment. 

In that case, the average rent calculated as the ratio of total cost to total area would 

increase as well, even though the decision had nothing to do with post office boxes 

and the rental rates at both facilities remained the same. The average rent using 

the method we chose, however, would remain the same. 

The calculations supporting the average rents by fee group are contained in 

USPS LR-H-188, item 3. The data required to reproduce these results are 

contained in USPS LR-H-216. 

Page6ofll 
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OCAIUSPS-T24-6. Please refer to your testimony at page 20, lines 22-24, and 

page 21, fines l-2. 

a. Please confirm that the average rental cost per square foot for each fee 

group is constant. If you do not confirm, please explain. 

b. Is it your testimony that the Postal Service has the data to be able to allocate 

space provision costs on a post office-by-post office basis? 

c. Please provide a citation of the portion of LR-H-188 that implements the 

procedure described at page 20, lines 22-24, and page 21, lines 1-2. 

RESPONSE: 

(a) Confirmed. 

(b) No. The data are not available. The example is cited only to illustrate the 

allocation methodology. 

(c) The procedure cited is implemented by applying Equation (1) on page 22. ’ 

The results are shown in Table 12. 

Page7ofll 
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OCL-WSPS-T24-7. Please refer to Table 12 of your testimony. 

a. Please provide the average rental cost in dollars per square foot by CAG. 

b. Please show the computation of average rental cost per square foot by CAG 

requested in part a. above. Please provide all data (and file as a library 

reference any data files) supporting the computation of the ave!*age rental 

cost per square foot requested in part a. above. 

RESPONSE: 

(a)-(b) The data to perform this calculation are available in USPS l-R-H-216 for 

any participant interested 111 p’;. r It 8~ I: I:I*<~ jLJu I calculations. _ 

PageEofll 
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OCAIUSPS-T24-8. Please refer to your testimony at page 22, lines 7-12. 

a. Please confirm that the volume variable cost of space provision is 

$223.226.000. If you do not confirm, please explain. 

b. Please confirm that the figure in the expression: c=($l79.233.0OO)/Q is the 

volume variable cost for space provision developed in Docket No. MC96-3. If 

you do not confirm, please explain. 

c. Please confirm that the volume variable cost for space provisionl in the 

expression referred to in part b. above should be $223.226,000. If you do not 

confirm. please explain. 

RESPONSE: 

(a) Confirmed. 

(b) Confirmed. 

(c) Confirmed. 

An appropriate erratum will be filed 
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Response of Witness Lion to Interrogatories of the OCA. Question l-9, Docket NST R 97-1 1072 

OCAJUSPS-T24-9. Please refer to LR-H-188, pages 16-20. 

a. Did you consider calculating group rent per square foot as the r;atio of 

total group rental cost to total group square footage for your complete date set 

(excluding the one percentile and 99 percentile outliers)? Why did you not use 

such a formula to calculate your rental cost per square foot? 

b. Please consider the following modifications to your SAS program: 

Modify line 12 to read: 

KEEP ZIP FINANCE RSCTSQFT RENTAMT INTSQFT 

Insert after line 136: 

PROC MEANS; 
CLASS GROUP 
VAR RENTAMT INTSQFT; 
OUTPUT OUT=GRPSUM SUM=’ 
DATA GRPAVG; SET GRPSUM; 
AVRCSF=RENTAMTIINTSQFT; 
PROC PRINT DATA=GRPAVG; 

i. Please confirm that the above modifications would produce the ratios 

of total group rental cost to total group square footage as, referred to in 

pan a. of this interrogatory. If you do not confirm, please provide any 

corrections necessary. 

ii, Please provide the results of modifying your SAS program so that the 

ratios referred to in part a. are produced. 

iii. Please confirm that this modification excludes the one percentile and 

99 percentile facility rental cost per square foot outliers as in the 

unmodified program. 

c. Please confirm that the data sets utilized by your SAS program have not been 

and will not be filed as a library reference. If you do not confirm, pIlease identify 

the library reference containing the data Sets. 
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Response of Witness Lion to Interrogatories of the OCA. Question l-9. Docket No. R 97-1 
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RESPONSE: 

(a) See response to OCAIUSPS-T24-5(b). 

(b) (i) Confirmed. 

(ii) The data to perform this calculation are contained in USPS I-R-H-216. 

(iii) Confirmed. 

(c) Not confirmed. While I do not believe that the DSF and FMS are included in 

any library reference in this proceeding, LR-H-216 contains an (extract from 

each merged with data from the POB Survey. (Each record represents a 

different 5-digit ZIP Code, although the ZIP Code itself is not included.) 
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Response of Witness Lion to Interrogatories of the OCA. Questions 10-19. Docket No. R 97-1 1074 

OCAAJSPS-T24-70. Please refer to Table 1 from USPS-T-24, and Table 3 from 

USPS-T-4 in Docket No. MC96-3, below. Table X retlects the change in the 

number of post office boxes installed by box size and delivery group between 

Docket Nos. MC96-3 and R97-I. 

Table 1. Number of Boxes Installed (Survey Data) 

Box Size City-A City-B Cityather Noncity Nondelivery 

1 35,535 58,079 4,211,964 3,564,918 976,251 

2 I ,987 16,525 2,030,453 1,544,572 357,141 

3 1.162 5,899 719,650 409,758 as,322 

4 118 1,154 170,699 35,142 7,807 

5 51 747 40,705 6,674 3!,9a5 

Total 38,853 62,404 7,173,471 5.561,064 1,434,506 

Source: Table 1 .USPS-T-24. Docket No. R97-1. 

Total 

a,846747 

3,950,678 

1,225,791 

214,920 

52,162 

i4,290,29a 

Table 3 USPS T-4 

Number of Post Office Boxes Installed (Suwey) 

I-A I-B I-C II Total 

35,535 55,529 4,071,571 4,684,112 a,a,o6,747 

I ,987 15,428 1,964.539 1,968,724 3,950,678 

1,162 5,531 700,489 518,609 1,225,791 

118 1,064 167,433 46,305 2,14,920 

5 51 739 40,228 11,144 52,162 

Total 38.853 78.291 6,944.260 7.22a.894 i4,290,298 
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Response of Witness Lion to Interrogalories of the OCA. Questions 10-19. Docket No. R 97-1 

Source: Table 3,USPS T-4. Docket No. MC96-3 

Table X 

Change in the Number of Boxes Installed By Size and Delivery Group 

Box 

Sire 

1 

2 

3 

4 

5 

TOTAL 

T 

i 

Change 

City-A City-B City-other Noncity 

(‘1 PI (31 (41 

0 2,550 140.393 -1,119,194 

0 1.097 65,914 -424.152 

0 368 19,161 -106,651 

0 90 3,266 -11,163 

0 a 477 -4,470 

0 4,113 229,211 -1,667,830 

- 

Check Col. 

Net Change 

Z=[11+[21+[31 

+r41 
- 

-976,251 

-357,141 

-89,322 

-7,607 

-3,985 

-1,434,506 

a. Please confirm that the data on number of boxes installed in Tab?es 1 and 3 

were obtained from the Post Oftice Box Study described on pages 3-13 of 

your testimony from Docket No. MC96-3. If you do not confirm. please 

explain. 

b. Please confirm that the change in the number of post office boxes installed 

by box size and delivery group, as shown in Table X, is correct. If you do not 

confirm, please explain and provide correct figures. 

c. Please refer to Table X. Please explain the reasons for. and the assumptions 

underlying, the change in the number of post ofice boxes by delivery group. 

d. Please refer to Table X. Please explain the reasons for, and the assumptions 

underlying, the change in the number of post office boxes by box size. 

e. Please identify any new or additional information used to develop the number 

of post office boxes installed for the Delivery Group entitled “Non-Delivery” 

shown in Table X. 

1075 
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Response of Witness Lion to Interrogatories of the OCA. Questions 10-19, Docke,: No. R 97-1 
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RESPONSE: 

(a) Confirmed. 

(b) Not confirmed. The subtraction is correct, but the result is meaningless 

for Groups other than City-A and City-B. The other delivery groups (City- 

other and Non-city) were defined differently for this proceeding. Specifically, 

as explained at line 23, page 1 of USPS-T-24, delivery groups are now 

defined in terms of finance number, whereas in Docket No. MC96-3 they 

were defined in terms of 5digit ZIP Codes. 

For Delivery Group City-B, which should be the same as former Delivery 

Group I-B, coding mistakes in Docket No. MC96-3 were discovered when we 

performed the analysis for this proceeding. For example, Philadelphia ZIP 

Codes that should have been coded 191xX were incorrectly coded as 091xX. 

(c) See (b). 

(d) See (b). 

(e) The nondelivery group was identified as finance numbers th#st, according 

to the Delivery Statistics File, contain no city routes, no rural routes, and 

no highway contract routes. See definitions at lines 19-24, page 1 of my 

testimony. 
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Response of Witness Lion lo Interrogatories of the OCA, Questions 10-19. Docket No. R 97-l 1077 

OCPJJSPS-T24-11. Please refer to your testimony at page 7, Table 3. 

a. Please explain the wide disparity between the number of post office boxes 

installed for the City-A Delivery Group as recorded in the Delivery Statistics 

File in April 1997 (DSF 97) and as reported in the Post Office Box Study. 

b. Table 3 shows the City-A Delivery Group with an expansion factor of 2.69. 

and the Non-city Delivery Group with an expansion factor of 1.26. Please 

explain why the City-A Delivery Group should have an expansion factor more 

than two times the expansion factor of the Non-city Delivery Group. 

RESPONSE: 

(a) The POB Survey is a sample, and the response rates for the City-A Delivery 

Group were relatively low. The sample is still a statistically large one and valid 

for the conclusions drawn. 

(b) The response rates from the survey were lower for the City-A Group than for 

the Non-City Delivery Group. In Docket No. MC96-3, a single expansion 

factor was used for all delivery groups. We believe that group-specific 

expansion factors produce more accurate estimates. 
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Response of Witness Lion to Interrogatories of the OCA, Questions 10-19, Docket INo. R 97-1 1078 

OCAIUSPS-T24-12. Please refer to your testimony at page 5, Table 1, and 

page 7, lines 7-9. Please explain why you did not increase the number of boxes 

installed as shown in Table 1 by 1.2 percent to reflect the growth in the number 

of boxes installed between the two “DSF runs.” 

RESPONSE: 

The suggested step was not taken because it would make no difference in the 

final result and the procedure would only add complexity. If boxes installed from 

the POB Survey were increased by 1.2 percent to account for growth in the 

interim, the expansion factors would be reduced by approximately the same 

percentage. However, we would also have to increase the boxes in use by the 

same 1.2 percent to account for growth and to maintain the critical assumption 

that usage rates remain constant over time. When the expansion factors are 

applied to estimate the total boxes in use the two changes would then cancel 

out. 

In effect, we calculate usage rates from the POB Survey, and then apply those 

results directly to the DSF 97 results. 

Page 5 of 13,OCNUSPS-T24-lo-19 
._- - _-L 



Response of Witness Lion to Interrogatories of the OCA. Questions 10-19. Docket No. R 97-l 1079 

OCA/USPS-T24-13. Please refer to your testimony at page 6, ancl the excel file 

“Pobox97” and the sheet ‘Tables l-3.” Please show how the formulas 

(1) Boxes In Use (97) = Boxes In Use (Survey 95)’ Boxes Installed (DSF 97)/ 

Boxes Installed (Survey 95). 

(2) Boxes In Use (97) = Boxes In Use (DSF 97) l Boxes In Use (Survey 95)/ 

Boxes installed (Survey 95). 

were used to estimate the Pre-MC96-3 boxes in use. 

RESPONSE: 

The basic assumption, as indicated in my response to OCWUSPS-T24-12, is 

that box usage ratios remain constant. The two formulas express this 

relationship in mathematical form, solving each for the one unknown - Boxes in 

Use (97). The two formulas are equivalent-either one can be used. 

(Note: there is an error in the second formula as printed in the interrogatory: 

“Boxes In Use (DSF 97)” on the right-hand side of the equation should be “Boxes 

Installed (DSF 97)“. I have answered the interrogatory as though it merely 

contains a typographical error, since this error does not appear on the 

spreadsheet in copy #2 of Library Reference H-188 and the DSF provides no 

information on boxes in use.) 

The first form of the equation is used in sheet “Tables l-3”. The expansion factor 

is the ratio of Boxes Installed (DSF 97) to Boxes Installed (Survey 95). by 

delivery group. This ratio is multiplied by Boxes in Use(Survey 95) from Table 2 

to estimate Boxes in Use (DSF 97) in Table 4. 

The second form of the equation is expressed in words at the end of my 

response to interrogatory OCAKJSPS-T24-12. 
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Response of Witness Lion to Interrogatories of the OCA. Questions 10-19. Dock,et No. R 97-1 1080 

OCAUSPS-T24-14. Please refer to your testimony at page 6, lines 8-11. 

Please confirm that the number of customers ineligible for box ser*rice were 

estimated in the Postal Service’s response to POIR No. 4, Question 6, Docket 

No. MC96-3. If you do not confirm. please explain. 

RESPONSE: 

Confirmed, assuming that the question was intended to refer to page 8. lines 8- 

11. The testimony incorrectly refers to POIR No. 6, Question 4, rather than 

POIR No. 4, Question 6. An appropriate erratum will be filed. 

, 
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Response of Witness Lion to Interrogatories of the OCA, Questions 10-19. Docket No. R 97-l 1081 

OCAAJSPS-T24-15. Please refer to your testimony at page 9, Table 5. 

(4 Please refer to columns two and three. Please explain the terms 

“Classified” and “Contract,” and the origin and meaning of the 

corresponding percentages 94 and 6, respectively. 

(b) Please refer to the last column, which shows the percent of customers 

ineligible for carrier delivery by Delivery Group (i.e., type of carrier delivery 

office). Please confirm that the 1 percent of customers ineligible for city 

delivery service would equate to 72,964 (0.01 * 7,296.367 total boxes in 

Delivery Group 1C) boxes from Docket No. MC96-3. If you do not 

confirm. please explain and provide the correct figure. Please show all 

calculations used to derive the correct figure, and provide c:itations to all 

figures used. 

(cl Please refer to the last column, which shows the percent of customers 

ineligible for carrier delivery by Delivery Group (i.e., type of carrier delivery 

office). For the 2 percent of customers at “classified” non-city delivery 

offices, and the 90 percent of customers at “contract” non-city delivery 

offices, ineligible for carrier delivery service, please provide the number of 

boxes corresponding to the 2 and 90 percent from Docket No. MC96-3. 

Please show all calculations used and provide citations to all figures used. 

W Please refer to the last column, which shows the percent of customers 

ineligible for carrier delivery by Delivery Group (i.e., type of carrier delivery 

office). For the 30 percent of customers at nondelivery offices ineligible 

for any carrier delivery service, please provide the number ‘of boxes 

corresponding lo the 30 percent from Docket No. MC96-3. Please show 

all calculations used and provide citations to all figures UseId. 

RESPONSE: 

(a) “Classified” refers to classified stations and branches of non-city delivery 

offices; in Docket No. MC96-3, this was former Group II. “Contract” refers to 

contract stations and branches of non-city delivery offices; in Docket NO. 
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Response of Witness Lion to interrogatories of the OCA. Questions 10-19. Docke’: No. R 97-1 1082 

MC96-3, this was former Group Ill. The percentages of contract and 

classified boxes were estimated from data in Docket No. MC96-3 as follows: 

GrouD 
Classified 

Contract 

No. Boxes 

5.797,558 

338,510 

2sL2lEx 

Table 4, USPS-T-4 

LR-SSR-93, Item 3, page 3 

The results were rounded to the nearest percent. 

(b) Not confirmed. As explained in my response to OCAIUSPS-T24-10(b), City 

Delivery offices are not the same as former Delivery Group I-C. As shown in 

Table 68 (page 10) and calculated on sheet “Tables 4-6” of workbook 

“POBox97” in LR-H-188, the 1 percent of customers ineligible for city delivery 

service is estimated at 83,916 (=.Ol’ 8,391,563). The number of City-other 

boxes is 8,391,563 as shown in Table 4 of USPS-T-24, page 8. 

(c) As stated in my response to OCA/USPS-T24-10(b), it is not possible to 

compare the number of boxes in different delivery groups in Docket No. 

MC96-3 with those in the current docket, because the delivery groups have 

been defined differently in the two cases. 

(d) See (c). 
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Response of Witness Lion to Interrogatories of the OCA. Questions 10-19, Docket No. R 97-1 
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OCAIUSPS-T24-16. Please refer to LR-H-188 at page 1. Please explain the 

meaning of the existence of “records that had POB Survey data, but no DSF 

data.” 

RESPONSE: 

This refers to the fact that, for some offices that responded to the POB Survey, 

there is no corresponding record in the DSF. These records were initially 

classified as “NA”. and later included in the total for nondelivery offices. See my 

response to OCAIUSPS-T24-17. 
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Response of Witness Lion lo Interrogatories of the OCA. Questions 10-19, Docket No. R 97-1 

OCA/USPS-T24-17. Please refer to the table on page 6 of LR-H-188, 

concerning the number of boxes installed. 

(4 Please explain in detail what the figures represent in the row entitled “NA.” 

lb) Please explain in detail your rationale for summing the rows entitled 

“Nondelivery” and “NA” to compute the row entitled “Total Nondelivery.” 

RESPONSE: 

(a) “NA” refers to those records that have 5digit ZIP Codes that were not found 

in the DSF. The figures in the row labeled “NA” in the table on page 6 of LR- 

H-l 88 are the numbers of boxes installed by box size, as indicated in the 

POB Survey. 

(b) If a ZIP Code belonged to a finance number with any city, rural, or highway 

contract routes, it should appear in the DSF. Since these ZIP Codes did not 

so appear, we classified them as nondelivery offices. 
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Response of Witness Lion lo Interrogatories of the OCA. Questions 10.19, Docket No. R 97-1 

OCAJUSPS-T24-18. Please refer to the table on page 7 of LR-H-188, 

concerning the number of boxes in use. 

(4 Please explain in detail what the figures represent in the row entitled “NA.” 

0)) Please explain in detail your rationale for summing the rows entitled 

“Nondelivery” and “NA” to compute the row entitled “Total Nondelivery.” 

RESPONSE: 

(a) “NA” refers to those records that have 5-digit ZIP Codes that were not found 

in the DSF. The figures in the row labeled “NA” in the table on page 6 of LR- 

H-188 are the numbers of boxes in use by box size, as indicated in the POB 

Survey. 

(b) If a ZIP Code belonged to a finance number with any city, rural, or highway 

contract routes, it should appear in the DSF. Since these ZIP Codes did not 

so appear, we classified them as nondelivery offices. 
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Response of Witness Lion to Interrogatories of the OCA. Quest&x 10.19, Docket No. R 97-1 

OCAWSPS-T24-19. Please refer to the table on page 7 of LR-H-‘188, 

concerning the number of boxes in use. 

(4 Please confirm that for the row entitled “NA” the total is 50.390. If you do 

not confirm, please explain. 

0)) Please confirm that for the row entitled “NA” the total should be 79.338. If 

you do not confirm, please explain. 

RESPONSE: 

(a) - (b) There are two errors in the row labeled “NA” on page 7of LR-H-188. The 

number in the column labeled “BOXRENTI” should be “46.031” instead of 

“46,013”. The total in the right column is 79,338. The table is ‘given correctly 

at the bottom of page 13, LR-H-188. An appropriate erratum will be filed. 
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Response of Witness Lion to Interrogatories of the OCA, C?uestions 20.25, Docket No. R 97-l 1087 

OCA/USPS-124-20. Please refer to your testimony at page 7, Table 3. 

a. Please refer to the column, “Boxes Installed (DSF 97).” Please provide 

the number of post office boxes installed, for each box size, by CAG in 

each delivery group shown in Table 3. 

b. Please refer to the column, “Boxes Installed (POB Survey).” Please 

provide the number of post oftice boxes installed, for each box size, by 

CAG in each delivery group shown in Table 3. 

RESPONSE: 

(a)-(b) The data to perform this calculation are available in USPS LR-H-216 for 

any participant interested in performing such calculations. 
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Response of Witness Lion to interrogatories of the OCA. Questions 20-25, Docket No. R 97-1 1088 

OCMJSPS-T24-21. Please refer to your testimony at page 27, Table 13. 

a. Please provide post office box attributable costs by CAG for the FY98 

TYBR. 

b. Please provide post office box attributable costs by CAG by box size 

for the FY98 TYBR. 

RESPONSE: 

(a)-(b) The data to perform this calculation are available in USPS LR-H-216 for 

any participant interested in performing such calculations. 
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RESPONSE OF POSTAL SERVICE WITNESS LION TO INTERROGATORY 
OF THE OFFICE OF THE CONSUMER ADVOCATE. OCAIUSPS-T24-22 

OCAIUSPS-T24-22: Please refer to your testimony at page 6. lines 6,.7, and the excel 
tile “pobox98” and the sheet rYBR Box Count.” Please explain the origin and 
development of the 1.9 percent growth factor. Please show all calculations and provide 
citations to any figures used. 

RESPONSE: 

I understand that for recent rate cases, post office box volume has been estimated to 

increase 3.9 percent annually based on results from a 1985 study that profiled post 

office boxes. Since new data on post office box volumes were collected in preparing for 

Docket No. MC96-3. the growth factor was reviewed. It was decided to use a more 

conservative factor of 1.9 percent. 



1090 
Response of Witness Lion to Interrogatories of the OCA. Questions 20-25. Doc’ket No. R 97-1 

OCA/USPS-T24-23. Please refer to your testimony at pag’e 14, Table 7c. 

a. Please confirm Table 7C shows that, prior to docket No. MC96-3, 

904,241 boxholders ineligible for carrier delivery service paid post 

office box fees ranging from $2 to $55 annually, depending on box 

size. If you do not confirm, please explain. 

b. Please confirm that, as a result of Docket No. MC96-3, boxholders in 

Delivery Groups IC and II ineligible for carrier delivery service (other 

than boxholders living within one-quarter mile of the post office) 

received a fee decrease and now obtain box service at no charge If 

you do not confirm, please explain. 

c. Please confirm that Table 7C shows no change, or 904,241 

boxholders obtaining box service after the fee decrease at no charge 

after the fee decrease in Docket No. MC96-3. If you do not confirm, 

please explain. 

d. Prior to Docket No. MC96-3, how many customers received general 

delivery service in Delivery Groups IC and II. 

e. Please confirm that a price decrease for post office box service would 

cause some general delivery and other customers in Delivery Groups 

IC and II to obtain box service at no charge. If you do not confirm, 

please explain. 

f. Please estimate the increase in the number of general (delivery and 

other customers obtaining box service at no charge as a result of the 

box fee decreases resulting from Docket No. MC96-3. Please show all 

calculations, and provide citations to all figures. 

RESPONSE: 

(a) Confirmed. 

(b) Confirmed. 

(c) Confirmed. 
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Response of Witness Lion to Interrogatories of the OCA. Questions 20-25. Docket No. R 97-l 

(d) I do not have, and am not aware of, any data on general delivery that 

permit an answer to this question. 

(e) This may be reasonable, but I have no data to confirm your statement. 

Migration of general delivery or other customers to Group E boxes 

would not, however, affect the revenue estimation for post office 

boxes, which is the point of Table 7. 

(f) I do not have, and am not aware of, any data to make this estimate. 
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OCAAJSPS-T24-24. Please refer to your testimony at page 19, lines 4-5. 

Please confirm that the volume-variable cost data for post office boxes in 

the test year before rates are taken from the testimony and workpapers of 

witness Patelunas. USPS-T-l 5, WP E, Tables C and D. If you do not 

confirm, please explain. 

RESPONSE: 

Confirmed. 
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1093 
Response of Witness Lion to OCA interrogatories, Questions X-31, 33-34, 36, Docket No. Rgi’-1 

OCAIUSPS-T24-26. Please refer to your testimony at page 11, Table 6C, and 
PRC Op. MC96-3, Appendix D, Schedule 3, Table 13. 
a. In Table 6C, please confirm that the total number of paid and free post office 

boxes in use, pre-MC96-3, is 15,646,462. If you do not confirm, please 
explain. 

b. In Table 13, please confirm that the TYBR total number of paicl and free post 
office boxes is 15,550,019 (15650,769 “Subtotal” less 100,770 “Caller 
Service,” from Column(5)). If you do not confirm, please explain. 

RESPONSE: 

a. Confirmed. 

b. Confirmed, 

Pagelofll 



Response of Witness Lion to OCA Interrogatories. Questions 26-31. 33-34. 36, Docket No. R97-Ilog 

OCAIUSPS-T24-27. Please refer to your testimony at page 10. Tables 6A. and 
6B., and PRC Op. MC96-3, Appendix D, Schedule 3, Tables 12 and 13. 
a. Please explain why you did not use the Commission’s TYBR number of 

boxes, shown in Tables 12 and 13 as your “Estimated Boxes in Use, Pre 
MC96-3” by Fee Group. 

b. Please explain in detail any disagreements or differences you have with the 
Commission’s methodology, as shown in PRC Op. MC96-3, Appendix C, Part 
1, Tables 14. and Appendix D, Schedule 3, Tables 12 and 13. 

RESPONSE: 

a. The fee groups in Tables 6A and 6B are defined differently. See my response 

to OC/WSPS T24-lob. 

b. I have no disagreement with the Commission’s methodology in terms of the 

delivery groups as previously defined in Docket No. MC96-3. Indeed. the box 

counts in PRC Op. MC96-3, Appendix D, Schedule 3, Tables 12 and 13, are 

taken from my testimony in that proceeding. However, the Costs per box for 

this docket must be estimated in terms of the newly defined fee groups (DMM 

g D910,July 1,1997). The crosswalk between the two cannot be made 
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Response Of Witness Lion to OCA interrogatories, Questions 26-31,33-34, 36, Docket No. Rg7T110g5 

OCAIUSPS-T24-26. Please refer to your testimony at page 13, Table 78. For 
the Fee Groups “D-2, Non-city Contract eligible” and “D-3, Nondelivery eligible,” 
please confirm that the elasticities (unrounded) are calculated as follows: 

Box Size 1 -0.05357143 = (((1+.025) I2) - 1) I7.00 
Box Size 2 -0.06916667 = (0.17 - 1) Il2.00 
Box Size 3 -0.03608696 = (0.17 - 1) 123.00 
Box Size 4 -0.02441176 = (0.17 - 1) 134.00 
Box Size 5 -0.01537037 = (0.17 - 1) I54.00 

where the figures, 0.25 and 0.17. represent the acceptance percentages 
rounded to two digits) from POIR No. 5, question 2 in Docket No. MC96-3, and 
the figures, 7.00, 12.00, 23.00, 34.00, and 54.00. represent the percentage 
increase in fees proposed by the Postal Service for “Group 3 Oftices Assigned to 
Group 2” in Docket No. MC96-3. If you do not confirm, please explain. 

RESPONSE: 

Rather than calculate the elasticities. I took them directly from PRC Op. MC96-3. 

Appendix D, Schedule 3. Table 12; as stated in footnote 2. page 11 of my 

testimony. The q’uestion correctly identifies the values of the elasi:icities used, 
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Response of Witness Lion to OCA Interrogatories. Questions 26-31. 33-34. 36, Docket No. R97Aog6 

OCAIUSPS-T24-29. Please refer to your testimony at page 10, Tables 6A. and 
6B. 
a. Please provide by CAG the percentage of post office boxes, by box size, in 

the column “E-O.” 
b. Please provide by CAG the percentage of post office boxes, by box size, in 

the column “E-l .* 
c. Please provide by CAG the percentage of post office boxes, by box size, in 

the column “E-2.” 
d. Please provide by CAG the percentage of post office boxes, by box size, in 

the column ‘E-3.” 

RESPONSE: 

The information to perform these calculations is not available 
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OCAUSPS-T24-30. Please refer to your testimony at page 10, Tables 6A. and 
6B., and page 26, Table 12. 
a. Please refer to Table 68. Please confirm that Fee Group E consists of post 

office boxes from (i) ‘City-othef delivery offices, (ii) “Non-city” delivery 
offices and (iii) ‘Non-Delivery” offices. If you do not confirm, please explain. 

b. Please confirm that the average rental cost per square foot for lthe three 
types of offices, identified in part a. (i). (ii) and (iii) above, differ. If you do not 
confirm, please explain. 

c. Please refer to Table 12, and the column “Average Rent.” Please confirm 
that the average rent for Fee Group E reflects the differing costs associated 
with the three types of ofices, identitied in part a. (i), (ii) and (iii) above. If you 
do not confirm, please explain. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

c. Confirmed. 
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OCAIUSPS-T24-31. Please refer to your testimony at page 1, lines 17-22. 
a. Please provide a tabulation of the total number of post offices by city delivery 

offices. non-city delivery offices, and nondelivery offices. 
b. Please describe the process by which a post office is converted from 

(i) a non-city delivery office to a city delivery office; 
(ii) a nondelivery offtce to a non-city office; and, 
(iii) a nondelivery office to a city delivery office. 

c. Please provide a tabulation of the number of post offices by conversion 
process as described in (i). (ii) and (iii) above by fiscal year for the past five 
fiscal years. 

d. Please confirm that that no post offices have been converted from a city 
delivery oftice to a non-city delivery office, from a city delivery office to a 
nondelivery office, and [sic] from a non-city delivery office to a nondelivery 
office during the past five years. If you do not confirm. please explain and 
provide a tabulation of the number of offices by conversion process by fiscal 
year for the past five fiscal years. 

RESPONSE: 

a. The data to perform the required calculations are contained in USPS LR-H- 

222. 

b-d. [Redirected to the Postal Service.] 

Page6ofll 



Response of Witness Lion to OCA Interrogatories, Questions 26-31. 33-34. 36, Docket No. R97-llogg 

OCWUSPS-T24-33. Please refer to LR-H-188, and the table on page 15. 
a. Please confirm that the column “Average Rental Cost ($/sq.ft.)” is the 

average rental cost per square foot for each carrier delivery group. If you do 
not confirm, please explain the assumptions made and used to allocate rental 
costs from carrier delivery groups “City-other” and Non-city” to Fee Group E. 

b. Assuming rental costs are allocated from carrier delivery groups “City-other’ 
and “Non-city” to Fee Group E, please explain whether the average rental 
cost for Fee Groups C. D and E would be higher or lower than the average 
rental cost for carrier delivery groups “City-other,” “Non-city” and ‘Non- 
Delivery,” respectively. 

RESPONSE: 

a. Not confirmed. As originally filed, the table on page 15 of USF’S-LR-H-188 

was average rent by deliverv are@, as you state. However, an erratum has 

been filed to LR-H-188, Item 3, that calculates the average rents by-&e 

w. The assumptions are given on pages 15, 15A. and 15B of the revised 

library reference. 

b. The reclassification from delivery group to fee group actually makes little 

difference in the final estimate, i.e. the unit cost per box. 

The comparison of rents is shown on page 158 of the revised LR-H-188. In 

dollars per square foot, the average rents are: 

Fee Group 

c $7.71 City-other $7.71 

D $6.19 Non-city $6.00 

E $6.70 Nondelivery $7.19 
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OCAIUSPS-T24-34. Please refer to LR-H-188. and the table on page 15. 
a. Please confirm that Fee Group A consists only of post offices riated CAG A. If 

you do not confirm, please explain and provide a tabulation of i:he number of 
post offices by CAG for Fee Group A. 

b. Please confirm that Fee Group B consists only of post offices r(ated CAG A-D. 
If you do not confirm, please explain and provide a tabulation of the number 
of post oftices by CAG for Fee Group B. 

c. Please confirm that Fee Group C consists only of posf offices rated CAG A-K. 
If you do not confirm, please explain and provide a tabulation of the number 
of post offices by CAG for Fee Group C. 

d. Please confirm that Fee Group D consists only of post ofices rated CAG A-L. 
If you do not confirm, please explain and provide a tabulation of the number 
of post offices by CAG for Fee Group D. 

e. Please confirm that Fee Group E consists only of post offices rated CAG A-L. 
If you do not confirm. please explain and provide a tabulation of the number 
of post offices by CAG for Fee Group E. 

RESPONSE: 

The question mischaracterizes’fee groups in that they apply to customers at 

certain groups of post offices, not post offices per se. See the definitions at 

USPS-T-24, page 2. The confusion can be corrected simply by inserting 

“customers at” between ‘of’ and ‘post” in each part. The questions would then 

take the form: 

‘Please confirm that Fee Group X consists only of customers at post offices 

rated CAG Y-Z.” 

With that understanding, the responses are as follows: 

a. Previously confirmed in response to OCAIUSPS-T244. 

b-c. The data to perform the required calculations are in USPS LR-H-222. 

;O: d-e. Confirmed, since the entire range of CAG designations is listed. 
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OCAIUSPS-T24-36. Please refer to USPS Library Reference F-183, at 15. from 
Docket No. R90-1, where it states “that CAG A and B oftices tend to be located 
in higher-rent urban areas, while CAG K and L offices tend to be located in 
lower-rent rural areas.” 
a. Do you agree with the statement quoted above? 
b. If you do not agree, please explain, and provide citations and references to 

any reports. studies, analysis or other documents (and file as a library 
reference) that support your disagreement. If your disagreement is based 
upon discussions with Postal Service employees or knowledgeable persons 
not in the employ of the Postal Service, please identify such employees or 
persons. 

c. Please define the terms “urban” and “rural” as used in the statement quoted 
above. 

RESPONSE: 

a-c. Library Reference F-183 is quoted correctly, but I do not have information 

sufficient to confirm. However, since CAG A and B offices are larger, the 

quotation seems reasonable. While I have no particular basis for knowing how 

the terms “urban’and “rural” were used, I would accept the standard dictionary 

definitions A variation of this question was addressed in the response to 

OCAIUSPS-88(n-o), Docket No. MC963, Tr. 8/2915-2917. 
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OCAWSPS-T24-38. Please refer to your testimony at page 15. Table 7D. In the 

column “Pre 96-3 Boxes,” please explain the origin and development of the 

figure, 110,370, for caller service. Please show all calculations and provide 

citations for any figure used. 

RESPONSE: 

The number “110.370” should read “100,770”. An erratum has been tiled to 

correct this. 
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Response of Witness Lion lo Interrogatories of the OCA. Questions 3740, Docket No. R97-1 

OCAIUSPS-T24-39. Please refer to your testimony at page 15, Table 7D.. and 
PRC Op. MC96-3, Appendix D, Schedule 3, Table 12. 
a. In Table 7D.. please confirm that the figure for “Post 96-3 Boxes” for Caller 

Service is 110,370. If you do not confirm, please explain. 
b. Please confirm that the TYAR number for caller service from Table 12 is 

89,055. If you do not confirm, please explain. 
c. Please explain why you did not use the Commission’s TYAR figure of 89,055 

for caller service as the figure for “Post 96-3 Boxes” for Caller Service in 
Table 7D? 

d. Please explain the discrepancy between the figure in part a. above and the 
figure, 89,055, from Table 12. 

RESPONSE: 

a. Not confirmed. The number should read “100,770”. An erratum has been 

filed to reflect this. 

b. Confirmed. - 

c. The TYAR number should read “89,055, as in PRC Op. MC963, Appendix 

D. Schedule 3, Page 17. Table 12. An erratum has been filed to reflect this. 

d. See c. 
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OCAIUSPS-T24-40. Please refer to your testimony at page 15, Table 7D, and 
and the table below. 

DelivervlFee Grouo Pre 96-3 Fees 
IA1 PI 

IA/A $500 
lB/B $460 
IClC $450 
II/D $134 

Post 96 3 ees 
1s F 

$500 
$460 
$450 
$450 

a. Please confirm that the annual fees for caller service prior to PRC Op. MC96- 
3 are those shown in column [B]. If you do not confirm, please explain, 

b. Please confirm that the annual fees for caller service recommended by the 
Commission in PRC Op. MC96-3, are those shown in column [Cl. If you do 
not confirm, please explain. 

c. Please confirm that caller service customers in Delivery/Fee Group II/D 
experienced a fee increase of 236 percent. If you do not confirm. please 
explain. 

d. Please show the origin and development of the figure, $451, in the column 
“Pre 96-3,Fees” in Table 7D. Please show all calculations and provide 
citations for any figure used. 

e. Please explain why there is no elasticity for caller service in the column, 
Elasticity,” in Table 7D. 

f. Please confirm that the elasticity for caller service in Table 70. should be 
-0.152210643231. If you do not confirm, please explain and provide the 
correct figure. 

RESPONSE: 

a - c. Redirected to witness Needham. 

d. The figure $451 is taken from PRC Op. MC96-3, Appendix D. Schedule 3, 

Page 17, Table 12. Column 2. Row “Caller Service”. It is a weighted average 

of the PRC-recommended annual fees. 
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e. The elasticity for caller service should be -0.398. This is the implied elasticity 

when the groups are taken as a whole. An erratum has been filed to reflect 

this. 

f. Not confirmed. The elasticity cited (-0.152) applies to caller service in Delivery 

Group II (in PRC Op. MC96-3, Appendix D, Schedule 3, Page 17, Table 12). 

which faces a 236 percent increase based on a weighted aver,age. See 

witness Needham’s response to OCA/USPS-T24-40(~). Wherl calculating the 

caller service results for all groups together (which collectively face a fee 

increase of 29 percent) the appropriate elasticity is the weighted average 
- 

elasticity, -9.398. 
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OCAktSPST24-41. The following tabulation of rental cost per square foot is based on 
the data file RENT.DATA included in LR-H-216. 

OSS CRCUP -‘fPE- -FREP- RCSF TCTRSF RAT’0 
1 0 24860 6.7281 5.9271 C.SBO9S 
2 - 1 286 7.9224 3.4632 P.43714 
3 A 1 30 23.A905 B.3891 0.35713 
: 

s 1 153 16.7411 13.9132 0.83099 
c 1 6050 7.7267 5.596P 0.12437 

6 D 1 10171 5.9971 6.2122 1.03587 
E 1 on0 ‘1,193s 7.1541 0.99451 

a. Please confirm that the above frequencies CFREQ ) and rental cost per square 
foot values (RCSF) update the similar figures given% LR-H-188. If you do not 
confirm, please explain and provide the correct figures consistent with the data 
files of LR-H-216. 

b. Please confirm that all differences between the above table and the analogous 
figures presented in LR-H-188 are due to the change in the delivery statistics tile 
described in footnote 1, page 1 of LR-H-216. 

RESPONSE: 

a. Confirmed for rental cost per square foot values (RCSF). Not confirmed for 

frequencies CFREQ-). The frequencies shown in the table measure the number of 

observations in each delivery group that have rental data and that pass the outlier 

test. The frequencies in LR-H-188 measure the total number of observations in 

each delivery group in the DSF. 

b. Confirmed for rental cost per square foot; not confirmed for frequencies. See part a. 
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Response of Witness Lion to Interrogatories of the OCA. Questions 4147. Docket No. Rg7-1 

OCAIUSPS-T24-42. Attachment 1 to this interrogatoty provides a list of the 30 
group A facilities in the RENT.DATA file contained in LR-H-216. Attachment 2 
provides a list of the 29 group A facilities listed in the BOXES.DATA file contained in 
LR-H-216. 

a. Please confirm that several group A observations in the BOXES.DATA file 
contain no installed boxes. If you do not confirm, please explain how the figures 
in rows 2 and 19 of Attachment 2 should be interpreted. 

b. [i] Please confirm that the rental cost per square foot figures for offices having 
no boxes are used in library reference H-186 to compute rental cost per square 
foot. [ii] If you confirm, please explain why these offices without installed boxes 
were included in the calculations. [iii] If you do not confirm, please provide a 
reference to the SAS code that excludes these observations from your 

calculations. 
C. Please identify which of the group A observations on the RENT.DATA file 

corresoond to facilities that have no installed boxes. 
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Attachment 1 to OXUPS-T24-42 

Page 3 of 21, OCNUSPS-T2441-47. 
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Attachment 2 to OCMJSPS-T24-42 

8 2 

I 

. 

Page 4 of 21. OCAIUSPS-T24-41-47. 
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Response of Witness Lion to Interrogatories of the OCA. Questions 4147, Docket No. R97-1 

RESPONSE: 

a. Confirmed in that no boxes are shown for observations 2 and 19 in the PO Box 

Survey. In some cases, however, the DSF may show boxes for facilities when the 

PO Box Survey shows none (and vice versa). In Attachment 2, observation 2 shows 

0 boxes and observation 19 shows 1.125 boxes, according to the DSF. 

b. [i] Confirmed. 

[ii] There is no reason to exclude them; they are valid postal rental rates in an area 

or district, regardless of the use to which the particular postal facility is put. When 

combined with other rates at other rented facilities they provide a measure (or index) 

of average postal rental costs throughout a group, 
. 

[iii] Not applicable. a 

c. This information is available in the merged file, BOXRENT. contained in USPS LR-H- 

222. See response to OCAIUSPS-T24-43. 
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OCMJSPS-T24-43. Please refer to the RENT.DATA and BOXESDATA files included 

in LR-H-216. Please provide a merged file that provides CAG. Group. rental costs, 
square feet, boxes installed (by box size), and boxes rented (by box size) for the 
facilities that are represented in both the LR-H-216 files. 

RESPONSE: 

The merged file requested, BOXRENT, is provided in USPS LR-H-222. 
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00VUSPST24-44. Please refer to your response to OCAIUSPS-T24-5b. In that 
response you state, “It is often the case that the large facilities are built in industrial 
areas and have few, if any, boxes. On the other hand, many smaller facilities, such as 
nondelivery offices, have nothing but boxes.” 
a. 

b. 

C. 

d. 

e. 

f. 

Would an equivalent assertion be that the proportion of square footage devoted 
to boxes is inversely related to the facility’s square footage? Please explain. 
Have you tested whether the proportion of square footage dsevoted to boxes is 
inversely related to the facility’s square footage? If so, what are the results? If 
not, why not? 
[i] Could the inverse relationship stated in part a of this interrogatory be tested 
using the RENT.DATA and the BOXES.DATA of library reference H-216? [ii] 
Could the inverse relationship stated in part a of this interrogatory be tested 
using the “Facility Cost Development Update” (LR-G-120. Rg4-l)? [iii] If not, 
what additional data would be required to test whether the piroportion of square 

footage devoted to boxes is inversely related to the facility’s square footage? [iv] 
Please provide in electronic form any available data that could be used to 
estimate the inverse relationship. 
Are you suggesting that smaller offices should receive a larger allocation of 
space costs than they would when calculating average cost per square foot as 
the ratio of total group rental cost to total group square feet? If so, why? If not, _ 
please etaborate on your point. I 
Are you suggesting that your method of calculating average cost per square foot 
as an average of averages does, in fact, result in a larger allocation of space 
costs to smaller offices (e.g.. nondelivery offices) than would result from 
calculating average cost per square foot as the~ratio of total group rental cost to 
total group square feet? If not, please elaborate on your point. 
Please refer to the attachment to this interrogatory. The columns labeled “rcsf- 
key” and “totrsf-key” display the relative allocation of space cost to fee group 
using your average of averages technique and a simple ratio of rent to total 
square footage, respectively. [i] Please confirm that your technique allocates 
more space cost to fee groups A and C and less space cost ,to fee groups B, 0. 
and E. [ii] If you confirm, please comment on the desirability and consistency of 
such a result. [iii] If you do not confirm. please provide a corrected table of 
relative allocations of space cost, showing the source and derivation of all 
numbers. 

Page 7 of 21,OCAIUSPS-T24-41-47. 



1113 

Response of Witness Lion to lnterrogatoriesofthe OCA.Questions4147,DocketNo.RQ?-1 

Attachment to OCNJSPS-T24-44 

OBS GROUP-TYPE- -FREQ- RCSF RA SF T,OTRSF RATIO 

3 A 1 30 23.4905 6761242 805952 8.3891 2.8001216 
4 B 1 153 16.7431 12496169 898149 13.9132 1.2033968 
5 c 1 6050 7.7267 211145264 37725109 5.5969 1.3805321 
6 D 1 14171 5.9971 133551070 21498175 6.2122 0.9653746 
7 E 1 4170 7.1936 26062082 3642977 7.1541 1.0055213 

A 
a 
C 
D 
E 

Totals 

rcsf-wt totrst-wt 
18932215 6761211.9 
15037799 12496127 

291490600 211143663 
128926705 133550963 
26206119 26062222 

480593438 390014186 

rcsf-ky totrsf-key ratio 
0.0393934 0.0173358 2.2723721 
0.0312901 0.0320402 0.9765881 
0.6065222 0.5413743 1.120338 
0.2682656 0.3424259 0.7834268 
0.0545287 0.0668238 0.8160069 
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RESPONSE: 

a. No. My statement means that the num.ber of post oftice boxes in a facility is not 

necessarily related to the size of the facility. This is why each f,scility should be 

weighted equally. Otherwise, as explained in the response to @%/USPS-T24-5b, a 

few large facilities may dominate the result. 

b. No. I do not see how such a study would have any bearing on the analysis 

presented in my testimony. The overall size of the facility is relevant only insofar as 

it provides the divisor to determine the rental rate for that facility. 

c. [i] No, not without further assumptions on how to measure the floor space “devoted” 

to boxes 

[ii] This would depend on the assumptions made. 

[iii] One could test the relationship between number of boxes and facility size. By 

assuming fixed percentages for lobby space and working space, as well as standard 

size boxes, one could estimate the relationship, if any, between “proportion of 

square footage devoted to boxes” and “[a] facility’s square footage.” 

[iv] Data on box counts, box lobby space, box working space, and building interior 

floor space are included in USPS LR-H-222. These data are from the PO Box 

Survey. 

d. No. There is no attempt to allocate costs to individual offices. We need only 

determine the m costs of different fee groups in order to allocate costs among 

them. The point is that a few large facilities should not be allowed to dominate the 

resulting average of postal rental rates. 
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e. No. There is no attempt to allocate costs to specific offices. The question 

mischaracterizes the method used. It is not an “average of averages,” but an 

average of data points. Specifically, it is the average of postal rental rates 

throughout the fee group in question. 

f. (i] Unable to confirm. In the question, it is unclear what the terms “more” and “less” 

refer to. It is also unclear whether “space cost” includes space support costs in 

addition to space provision costs, which are otherwise the subject of this 

interrogatory. Assuming that the comparison requested is between columns “rcsf- 

ky” [sic] and “totrsf-key” in the last set of columns: the numbers in these columns 

are derived by multiplying the average rents for each fee group by the total square 

feet for that fee group. The product does not yield “space costs” or even space = 

provision costs. Not all facilities are rented. Space provision costs include 

depreciation and interest on postal-owned facilities. 

Iii] Not applicable. See [il. 

[iii] Space provision costs by fee group are given in Table 12 of my testimony, as 

revised August 14, 1997. and are reprinted in the table on the next page. 
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Soace Provision Costs bv Fee Grm 

Eee Dollars in Thousands 

A % 2,992 

B $ 5,497 

C $135,363 

D $ 66.979 

F s 12.394 

Total $223.226 

Intuitively. we expect the average rental J& to be higher in Fee Group A (which - 
. 

consists of Manhattan. which has the highest retail rental costs in the nation) than in 

Group B (which consists of 8 other large metropolitan areas). We also intuitively 

expect average rental m to be higher in Group C than in Group D. Both 

expectations are confirmed with the method in my testimony. Neither is confirmed 

using total dollars divided by total square feet as the measure of rent. 
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OCAIUSPS-T24-45. Please refer to your response to OCMJSPS-T24-5. The 
following table summarizes information for the first 5 group A records on the 
RENT.DATA file of H-216. RCSF denotes the rental cost per square foot from the 
file, RA denotes rent amount, and SF denotes square footage. Totals for these 
variables and the average for RCSF have also been included. The column labeled 
complRA is a computed rent amount determined by multiplying SF by the average 
of the facility rental cost per square foot values. 

OBS GROUP CAG 

1 A A 
2 A A 
3 A A 
4 A A 
5 A A 

total 
average (e) 
ratio of tolalRA to iotalSF (f) 
relative difference from actual 

RCSF RA SF compl RA comp2P.A 
a b c=b’e d=b’f 

20.3022 395000 19456 447041 271487.2 
0.002 1 508 i 1672 7088.584 

55.3502 182379 3295 75709 45978.12 
29.7628 41400 1391 31961 19409.88 

9.4678 580000 61260 1407571 854816.2 
114,885 1198780 85910 1973954 1’198780 
22.977 

13.95391 
65% 0% 

a. 

b. 

C. 

d. 

- 

Please confirm that the average of RCSF values (AvRCSF=22.977) applied to - 
facility square footage figures generally will not produce the known total rent 
amounts. 
Please confirm that the total computed RA values overstate total known RA by 
about 65 percent for the first five group A facilities. 
Please refer to the column labeled comp2RA. Please confirm that if (total rent 
amount)/(total square footage) is used as the measure of overall cost per square 
foot, then there is no deviation from the total of known RA values for the first five 
group A facilities. 
Please confirm that the “constant of proportionality (c)” discussed at page 22 of 
your testimony includes any adjustments necessary to account for the fact that 
the average of facility rental costs per square foot is not compatible with the total 
rent amount for the facilities. If you do not confirm, please provide citations to 
where any such adjustments may be found. 

RESPONSE: 

a. Confirmed. The average of RCSF values applied to facility square footage will 

generally not produce the same result as the “total known rent.” However. the latter 

is only a portion of attributed space provision costs, which also in’clude depreciation 
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and facility-related interest. Thus, “total rent” is a partial cost and, as such, has no 

particular role in the allocation procedure. 

b-c. Confirmed. This exercise is a correct manipulation of numbers, b:ut has no bearing 

on the allocation of space provision costs, for the reason cited in the response to 

part a. 

d. Unable to confirm. “c” is a constant of proportionality used to satisfy the constraint 

that the space provision costs for all fee groups and box sizes must sum to the total 

calculated by the cost attribution method of witness Patelunas ($223.226 million). 

This is a standard mathematical technique. Starting with Docket No. R90-1, space 

provision costs have been assumed to be directly proportional to rental costs and to s 

box capacity. This proportionality is expressed mathematically in Equation (1) page 

22, of my testimony. The constant “c” is then determined so as to satisfy the 

constraint. 

The “total rent” referred to has nothing to do with this process. The $223 million 

includes not only rent but depreciation and interest on postal-owned facilities. This 

number is a m for purposes of this analysis, and we then alloca,te this total 

equitably among the different fee groups and box sizes. There is no need in this 

analysis to estimate a “total rent” that is only part of the space provision costs. 
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OCA/USPS-T24-46. Please refer to your testimony at page 17, Table 9B., and the 
column “New Fee.” Please confirm that the “New Fee” for box size 5 in Fee Group A 
should be S550. If you do not confirm. please explain. 

RESPONSE: 

Confirmed. An erratum to this effect will be filed, 
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OCAIUSPST24-47. Please refer to page 22 of your testimony, lines 1-16. 
a. 

b. 

C. 

d. 

e. 

,f. 

9. 

h. 

i. 

j. 

k. 

1. 

m. 

Please confirm that the units for AC,,are dollars. If you do noi confirm, please 
state the correct units and explain why they are not dollars. 
Please confirm that the units for R, are dollars-fl.*. If you do not confirm, please 
state the correct units and explain why they are not dollars per square foot. 
Please confirm that the units for EC,, are size-l boxes, If you do not confirm, 
please state the correct units and explain how they are determined. 
Please confirm that the units for Q are size-1-box-dollars-ft’. If you do not 
confirm, please state the correct units and explain why they are not size-l-box- 
dollars per square foot. 
Please confirm that the units for c (in either equation 1 or 2) are square feet per 
size-one box (or square feet per “basic unit of capacity”), not clollars. If you do 
not confirm, please state the correct units and explain how they are determined. 
Let B equal the square feet occupied by a “basic unit of capacity,” i.e., a size-l 
box. [i] Please confirm that the units for B are square feet per size-l box and 
that [ii] B is a known value that does not vary across fee groups. [iii] If you 
confirm, please provide the value of B. [iv] If you do not confirm, please explain. 
Please refer to page 9 of LR-F-183, Docket No. R90-1. Please confirm that a 
standard box section contains one size-5 box and that the floor space occupied 
by a standard box section equals the floor space occupied by a size-5 box. If - 
you do not confirm, please explain. 

s 

Please confirm that a standard box section contains the equiv,alent of 5 size-5 
boxes or 10 size-4 boxes or 20 size-3 boxes or 30 size-2 boxes or 60 size-l 
boxes. If you do not confirm please explain. 
Please confirm that the square feet occupied solely by box sections (excluding 
lobby space in front of boxes) in Group j equals E,B/5, where division by 5 
accounts for stacking box modules five high. If you do not confirm, please 
provide the correct expression for the square feet occupied solely by box 
sections (excluding lobby space in front of boxes) in Group j. 
[i] Please confirm that you would estimate the cost of space occupied solely by 
box sections (excluding lobby space in front of boxes) in Group A as R,E,B/5 = 
$2,084,221B/5, where R, = $23.49 and E, = 88,728. [ii] If you do not confirm, 
please explain how to interpret the figure $2.084.221, which is one of the five 
terms summed to get your value of Q. 
[i] Please confirm that the cost of space occupied solely by box sections 
(excluding lobby space in front of boxes) in all fee Groups equals (B/!$(R,E, + 
+ R,E,)= QB15 = $155,481,0188/5. [ii] If you do not confirm, please provide the 
correct value and explain how to interpret the value of Q. 
Please confirm that the units for QB15 are dollars. If you do not confirm. please 
state ,the correct units and show their derivation. 
Let d equal $223.226.0001QBl5 = $223.226.0001$155,481.081815 = 7.1818. 
[i] Please confirm that d has no units associated with it. [ii] Please confirm that d 
is the ratio of total space devoted to box sections (including lobby space) to 
space occupied solely by boxes (excluding lobby space). [iii] Please confirm that 
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n. 

0. 

P. 

9. 

your constant c = dB15. If you do not confirm. please explain how to interpret 
your constant c. 
Please confirm that use of the “TOTRSF” average cost per square foot figures 
from interrogatory OCA/USPS-T24-44 in the calculation of Q yields a value for c 
of 1.73 square feet per size-l box and a value for d of 8.63/B. If you do not 
confirm, please explain. 
[i] Please confirm that the square feet occupied by a size-l box is indeed a 
constant and should not vat-y with the estimated rental cost per square foot at 
various fee groups. [ii] If you do not confirm, please explain. 
[i] Please confirm that there is only one correct value ford, the ratio of box space 
(including lobby space) to box space (excluding lobby space) at a given point in 
time. [ii] Please confirm that the correct value ford can only be derived from 
total rent, E;, and R, when the values for R, are calculated as the simple ratio of 
total group space cost divided by total group square feet. [iii] If you do not 
confirm. please provide the actual value of d and [iv] show that your set of group 
rents per square foot will generate d. 
Please confirm that your constant c accomplishes at least four separate 
adjustments: (1) expanding square feet occupied solely by boxes to total square 
feet devoted to boxes, (2) accounting for the fact that box modules are stacked 
five high, (3) accounting for the space occupied by a single size-one box, and (4j- 
deflating for the overstatement of total rent resulting from using the average of 
averages method of estimating rent per square foot by fee group. If you do not 
confirm, please provide a detailed explanation and justification for your use of a 
“constant of proportionality (c)” at page 22 of your testimony. 

RESPONSE: 

The thrust of this question seems to misunderstand the allocation process. The 

question attempts to build “actual” rental costs from the bottom up, whereas the 

allocation procedure is a top-down distribution of a fixed total. Some of the 

concepts introduced are correct in a narrow and technical sense. However, midway 

through they become an empty mathematical formalism, because the terms defined 

are devoid of real meaning. 
~.. 

a. Confirmed. 

b. Confirmed. 
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c. Confirmed, 

d. Confirmed, 

e. Confirmed. An erratum was tiled on August 14, 1997 to correct this. This change 

has no effect on the results or conclusions, 

f. [i] Confirmed. 

[ii] Not confirmed. Not all boxes are standard size. The average may well vary 

across fee groups. 

[iii] Not applicable. 

[iv] The Domestic Mail Manual describes the capacity of post office boxes in terms 

of cubic inches (DMM g 0910.4.2). These values are shown in the column 2 of the 
- 

table below. Column 3 shows the standard frontal dimensions in square inches. - 

(Source: USPS LR-F-183, pages 8-9). As shown in the right column, the depth of 

the standard box varies over a range. 

Box Si7e aoacitv fcu. in.) Frontal Area (.sgJaJ Pa 

PI PI [31 HI = PI 1131 

1 < 296 24 < 12.3 

2 296 - 499 36 8.2 - 13.9 

3 500 - 999 72 6.9 - 13.9 

4 1,000 - 1,999 144 6.9 - 13.9 

5 > 2,000 288 > 6.9 

If the depth is 12 inches, as stated in USPS LR-F-183 (page 8), a standard box 

section, which contains 60 size-l boxes, would have a “footprint” of 288 square 
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inches. Under this assumption, the space that would be allocated to a size-l box ;S 

4.8 square inches 

g. Confirmed, 

h. Confirmed, except that a standard box section contains 40. not 30, size-2 boxes. 

i. Confirmed. assuming B represents the appropriate exterior dimension of a size-l 

box. This would equal l/60 of the average footprint of a box section. 

j. [i] Not confirmed. 

[ii] The figure “$2.084.221” that is cited (as well as “Q”). are interlmediate quantities 

in the calculation. They would have meaning only when divided by an appropriate 

total to produce a ratio or percentage. 

Total space provision cost for Fee Group A cannot be determined by multiplying 

“E,B/5” by “R,” because not all facilities are rented. The only use for the “R,” is to 

estimate the relative rental costs among groups. It would be reasonable, however, 

to consider that the expression “R,E,BA” represents the space provision costs for 

Fee Group A relative to other fee groups. For all fee groups, this is expressed 

mathematically as: 

AC, = d R) 0%) (815) 

where the subscript refers to fee group k and d is a constant used to satisfy the 

constraint that the space provision costs for all fee groups and box sizes must sum 

to $223.226 million. That, of course, is equivalent to the method we used; and the 

relationship between the two constants of proportionality is: 
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d = c I (B/5) 

In this case, d is a pure number (no units) and is the same number defined in part m 

k. [i] Not confirmed. See part j. 

[ii] The correct value of 0 is 155580,997. (See Table 12, USPS-T-24, as revised 

August 14.) However, it is not the “cost of space” as asserted in subpart [il. As 

explained in part j. it is an intermediate step in the calculation. 

I. Confirmed. 

m. [i] Confirmed, 

[ii] Not confirmed. “d” is properly defined as a constant of proportionality, used to 
I 

satisfy the total cost constraint. 

[iii] Confirmed. See part j. 

n. Confirmed. 

o. [i] Not confirmed. While a standard box size has fixed dimensions, not all boxes are 

standard. 

[ii] See part f [iv]. 

p. [i] Not confirmed. The question contains a premise that is not true, i.e., that “d” is 

Yhe ratio of box space (including lobby space) to box space (excluding lobby 

space).” 

[ii] The “correct value ford” is the value that makes the sum of all space provision 

costs equal $223.226 million. It does involve the Ej and R,as shown in the response 

to part j. The “total rent” has no role’in this analysis as explained in the response to 
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OCALJSPS-T2445a. The calculation can be done using either the average of 

postal rental costs, as in my testimony, or the ratio of total rent dollars to total square 

feet, as suggested by the OCA. The former method is superior, as indicated in the 

response to OCAlUSPST24-44f. 

[iv] See response to part j. 

q. Not confirmed. “c” is a single constant that is used to satisQ but one constraint. The 

correct interpretation of “c” is given in the response to USPSJOCA-T24-45d. 

The line of reasoning pursued in this interrogatory becomes a mathematical 

formalism about halfway through. In particular, it loses meaning at part j, when the -- 

rent (which applies to a subset of facilities) is multiplied by the equivalent capacity (of 

all facilities), & the result interpreted as the “cost of space.” (This statement is true 

whether the average rent is calculated as the average of postal rental rates, as in my 

testimony, or as the ratio of total rent dollars to total facility square feet as suggested 

by the OCA.) 

This contrasts with the allocation method used in my testimony. We use the average 

rent and the equivalent capacity naly to determine the &at& amounts 

(percentages) to be allocated to different box sizes’and fee groups. There are three 

conditions satisfied by the approach used: 

(1) Space provision costs are proportional to average rent. 
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(2) Space provision costs are proportional to equivalent capacity. 

(3) Total space provision costs are equal to a specified total. 

The assumptions and methodology used in my testimony have been applied since 

Docket No. R90-1. They result in a fair and equitable allocation of space provision 

costs. 
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OCAIUSPS T-24-59. Please refer to your response to OCAIUSPS-T24-21, 
Table 13 of your testimony, and to LR-H-216. 
a. Please provide post office box [SIpace [S]upport. [SIpace [Plrovision and 

[A]II [Olther costs by CAG. 
b. Please confirm that file RENT.DATA of H-216 contains neither post office 

box space support costs nor all other attributable costs for post office 
boxes by CAG. If you do not confirm, please list the variables that provide 
these costs on the file RENT.DATA. 

C. Please confirm that file BOXES.DATA of H-216 contains neither post 
office box space support costs nor all other attributable costs for post 
office boxes by CAG. If you do not confirm, please list the variables that 
provide these costs on the file RENT.DATA. 

d. Your response to OCAIUSPS-T24-21a states that the Table 13 
attributable costs by CAG can be developed from the data in library 
reference H-216. 
i. Please explain how to develop the FY98 TYBR space support 

costs for post office boxes by CAG from the data contained in 
library reference H-216. If these costs cannot be prolduced from 
data in library reference H-216, please provide all necessary data 
to produce these cost estimates. Please include an explanation of 
how to use any data provided to produce these cost estimates. 

ii. Please explain how to develop the FY98 TYBR space provision 
costs for post office boxes by CAG from the data contained in 
library reference H-216. If these costs cannot be produced from 
data in library reference H-216, please provide all necessary data 
to produce these cost estimates. Please include an explanation of 
how to use any data provided to produce these cost estimates. 

III. Please provide the attributable costs by Cost Segment that would 
be included in the cost category of “All Othe? costs for the FY98 
TYBR. Please explain how the attributable costs by Cost Segment 
in the “All Other” cost category can be developed for post office 
boxes by CAG from the H-216 data. If these costs cannot be 
produced from data in library reference H-216, please provide all 
necessary data to produce these cost estimates. Please include 
an explanation of how to use any data provided to produce these 
cost estimates. 

RESPONSE: 

(a) As stated in the Response to OCAIUSPS-T-24-21, the data to perform 

this calculation are available in USPS LR-H-216. See detailed 

instructions in part d. 
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(b) Confirmed. It also does not contain Space Provision costs, 

(c) Confirmed. It also does not contain Space Provision costs. 

(d) An estimate of post oftice box costs by any set of subgroups requires 

first an estimation of the TYBR number of boxes in those subgroups (by 

box size). The starting point for any such estimate is the number of boxes 

in use, by box size and by 5digit ZIP Code, in the PO Box survey (the 

most recent source of such data). To estimate the TYBR boxes, four sets 

of assumptions, or factors to be estimated, are required: 

(1) Expansion factors, to account for the fact that the PO Box 

Survey covered only about 72% of boxes (according to the DSF). 

(2) Allocation factors, to estimate the number of “free” boxes 

(Group E) in each subgroup. 

(3) Elasticities, to estimate the effects of the rate increases in 

Docket No. MC96-3. 

(4) Growth factor, to estimate the growth in numbers of boxes from 

1997 to the test year. 

The file BOX.DATA in LR-H-216 contains data on CAG, Delivery Group, 

and boxes in use by box size. 

S&pJ As an expansion factor, one could use the overall factor (1.38) as 

we did in Docket No. MC96-3. Or, one could use subgroup expansion 

factors as we did for delivery groups in this proceeding. See Table 3 of 

USPS-T-24. 
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To translate these factors into equivalent factors by CAG, Table A below 

could be constructed for each CAG: 

TABLE A 

Delivery Group Survey Boxes Expansion Factor Pre 96-3 Boxes 
for CAG X for CAG X 

City-A 

PI 

from BOX.DATA 

PI 

2.69 

City-B I II I 2.45 I II 
I 

City-Other II 1.50 

Non-city n 1.26 

Nondelivery II 1.20 

The ratio of Total Pre 96-3 Boxes to Total PO Box Survey Boxes gives the 

expansion factor for CAG X. This must be done for each CAG. 

w Estimates of the number of “free” boxes (Group E) in each CAG 

could be done in much the same way. The percentages of Group E 

boxes in each delivery group are shown in Table B below (See Table 5, 

USPS-T-24). 
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TABLE B 

Delivery Group Group E Percentage 

City-A 

City-B 

City-Other 

Non-city 

Nondelivery 

0% 

0% 

1% 

7.3 % = (.94)(2)+(.06)(90) 

30 % 

The numbers of Group E boxes for each CAG could then be estimated 

using Table C below. 

TABLE C 

Delivery Group Pre 96-3 Boxes Pet Group E Free Boxes 

for CAG X 

City-A 

City-B 

PI 
Table A 

II 

PI [31 

0% [l] x [2] / 1 OT 

0% II 

City-Other 

Non-city 

Nondelivery 

II 1% II 
-.-_,_- .____ II 7.3 % II 

- -_-_ 1. 30 % II 

Subtracting Group E boxes from the total for the corresponding delivery 

group gives the total number of boxes in each fee group for CAG X. The 

total of the numbers in last column, of course, gives the Group E total for 

CAG X. This must be done for each CAG. 
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Steo 3 This step depends upon how fees are to be applied. If new fees 

are to be applied by CAG group, one must estimate the elasticities. If new 

fees are to be applied by fee groups as specified in the DMM, ,then tables 

similar to Table D below could be constructed for each CAG: 

TABLE D 

Note: The elasticities shown are weighted averages by box size. 

The Post 96-3 Boxes for each group are calculated from the following 

formula: 

Post 96-3 Boxes = Pre 96-3 Boxes (1 +e dplp) (1) 

where e = elasticity and dplp = percentage fee increase, 

m Finally, a gkkth factor must be assumed to account for general 

economic growth from 1997 to the Test Year. We use 1.9% for this value. 

See my response to OCAIUSPS-T24-22. 
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Steps 2 and 3 must be carried out for each CAG (12) each delivery group 

(5) and each box size, for a total of 300 (=12(5)(5)) categories. 

Given the numbers of boxes by subgroup (CAG) and box size, 

calculations to determine the unit costs for each of the three groups of 

costs (Space Provision, Space Support, and All Other) are 

straightforward. 

[i] For each CAG, the total space support costs are multiplied by the 

percentage of “equivalent capacity” for that CAG. Equivalent capacity is 

defined as: 

EC = N, + N, (1.5) + N, (3) + N, (6) + N, (12) 

where N, = number of boxes of size k. 

These calculations, for fee groups, are carried out in Table 11 of USPS-T- 

24. and in Workbook “Cost 98” in LR-H-188. 

[ii] For each CAG and box size, total space provision costs are multiplied 

by the percentage of the quantity 
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where R, = the average rental costs for CAG k. and E, = the equivalent 

capacity for CAG k and box size j. These rental costs are contained in the 

file RENT.DATA in LR-H-216. 

These calculations, for fee groups, are carried out in Table 12 of USPS-T- 

24, and in Workbook “Cost 98” in LR-H-188. 

[iii] The cost segments included in attributable All Other Costs are listed, 

with appropriate references, in witness Patelunas’ response to 

OCMJSPS-T24-25. Only the total is needed in this exercise. 

All Other Costs in each CAG can be estimated by multiplying &&I All 

Other Costs by the percentage of boxes in that CAG. These calculations, 

for fee groups, are carried out in Table 10 of USPS-T-24, and in the 

Workbook “Cost 98” in LR-H-188. 
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OCAIUSPS-T24-60. Please refer to your testimony at page 20, lines 5-7, 
concerning the total cost for each of the three cost categories of Space Support, 
Space Provision and All Other. 
a. Please confirm that you assumed there would be no change in total 

Space Support and total Space Provision costs in the test year associated 
with the decrease in the total number of post office boxes. If you do not 
confirm, please explain. 

b. Please confirm that only the total of All Other costs will vary with the 
decrease in the number of post oftice boxes in the test year. If you do not 
confirm, please explain. 

RESPONSE: 

a. Not confirmed. I made no assumptions as to TYAR costs. 

b. Redirected to witness Patelunas. 

_, 
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OCAIUSPS-T24-61. Please refer to your testimony at pages 26 and 27, Tables 
12 and 13. as revised August 11, 1997. Please provide electronic files of the 
spreadsheets underlying Tables 12 and 13. as revised. 

RESPONSE: 

Diskettes incorporating the change are being filed as a supplement to LR-H-188. 

The change required is in a single cell of Workbook ‘CosK38.XLS,” Sheet “Space 

Provision.” Cell 52 now reads 

“=1000’134 / (H9’F9+Hl5’Fl5+H2l’F21 +H27’F27) 

It should read 

“=1000’134 I (H9’F9+Hl5’F15+H21’F21+H27’F27+H33’F33) 

The first expression spreads space provision costs only over Fee Groups A, 6, 

C. and D. The correction spreads space provision costs over Fee Groups A. B, 

C. D, and E. 
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OCAIUSPST24-62. Please refer to your response to OCA/USPS-T2C10. 

a. Please confirm that the total number of boxes installed (e,.g.. 14,290,298) 
is the same in Docket No R97-1 as in Docket No. MC96-3. If you do not confirm, 
please explain. 
b. For purposes of your testimony in Docket No. R97-1, please confirm that 
you could have defined delivery groups in terms of 5digit ZIP Codes. If you do 
not confirm. please explain. 

iroups 
Please explain the advantages and disadvantages of defining delivery 
in terms of finance number instead of in terms of 5digit ZIP Codes. 

d. Table X in OCAAJSPS-T24-10 shows the “Change in the Number of Post 
Oftice Boxes Installed by Box Size and Delivery Group.” Are delivery groups 
defined in terms of finance number “more correct” than delivery groups defined in 
terms of 5digit ZIP Codes? Please explain your answer in full. 
e. Please refer to Table X. Please confirm that more post office box 
customers are paying Group B fees because delivery groups are defined in 
terms of finance number. If you do not confirm, please explain your answer in 
full. 
f. Please refer to Table X. Please confirm that more post oftice box 
customers are paying Group C fees because delivery groups are defined in 
terms of finance number. If you do not confirm, please explain your answer in 
full. 
9. Do costs change for post office boxes because delivery groups are 
defined in terms of finance number? Please explain you answer in full. 

RESPONSE: 

Since Docket No. R90-1, the Postal Service has applied post office box fees to 

groups consisting in part of post offices that are themselves defined by finance 

numbers. See, e.g., Docket No. MC96-3. Reply Brief of United States Postal 

Service at 65, note 48 (the tenn “post office” corresponds to “finance number”); 

and at 30 (sampling unit of “finance number” is generally referred to as ‘oftice”). 

This is true of new delivery groups City-other and Non-city, as it was of former 

delivery groups I-C and II. Due to a misunderstanding of the old version of the 

DMM and the fact that former delivery groups I-A and I-B are defined in terms of 
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specific ZIP Codes (as are new Delivery Groups City-A and City-W), we used 6- 

digit ZIP Codes as the basic unit of analysis in Docket No. MC96.-3. The DMM (0 

D910) was revised as of July 1,1997 to make the fee group definitions more 

explicit and, accordingly, we used, these definitions (which correspond to finance 

numbers) in the analysis for Docket No. R97-1. 

Accordingly, the premise behind this interrogatory - that the definition of fee 

groups changed thus increasing the number of customers paying Group B fees - 

is incorrect. No actual customers experienced such increases, but the estimates 

of customers in the respective groups did change. This constitutes an 

improvement of (or correction to) our previous analysis. Any “movement” of post 

office box customers from one group to another is only an improved estimate of 

the correct numbers. 

a. Confirmed. This is the total number of boxes installed from the PO Box 

Survey. It includes no boxes from former Delivery Group Ill, which was not 

included in the survey. 

b. Not confinned. The application of Fee Groups A and B (which apply to 

Delivery Groups A and B and to former Delivery Groups I-A and I-B) ia 

defined in terms of specific 5digit ZIP Codes in the Domestic Mail Manual. 

The application of Fee Groups C and D is defined in the Domestic Mail 

Manual (DMM g D910. July 1,1997) in terms that correspond to finance 

numbers. 
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c. The advamage of defining delivery groups as we did is that the definition 

complies with the definitions in the Domestic Mail Manual. 

d. Yes (for Delivery Groups C and D), in the sense that they accurately reflect 

the definitions in the Domestic Mail Manual. 

e. Not confirmed. As stated above, no post office box customers are paying 

different fees “because delivery groups are defined in terms of finance 

number.” 

In any case, the numbers of post office box customers cannot b,e determined 

from Table X because it is the difference between two tables that show boxes 

installed, as opposed to boxes in use. 

Finally, as explained in the response to OCAIUSPS-T24-lob, the definition of 

Delivery Group B is the same as the definition of the former Delivery Group I- 

B. The difference shown in Table X is due to the correction of coding errors 

in Docket No. MC96-3 (See response to OCAIUSPS-T2ClOb). Thus, the 

number of post office box customers would be the same (at the same point in 

time). 

f. Not confirmed. As stated above, no post office box customers are paying 

different fees “because delivery groups are defined in terms of finance 

number.” 

Page 5 of iO. OCANSPS-T24-60-64 



. 
Response of Witness Lion to Interrogatories of the OCA, Questions 60-64. Docket No. R97-1. 113 9 

In any case, the numbers of post office box customers cannot be determined 

from Table X because it is the difference between two tables that show boxes 

installed, as opposed to boxes in use. 

g. The total attributable costs do not change. The allocation of those costs to 

different fee groups may change, because the numbers of boxes (in some 

groups) change. 

Page 6 of lO. OC:AIUSPS-T24-60-64 



Response of Witness Lion to Interrogatories of the OCA. Questions 60-64. Docket No. R97-1. 

1140 

OCAWSPS-T24-63. Please refer to Table X in OCA/USPS-T2C’I 0, and your 
response to that interrogatory. 
a. Please confirm that column [2] shows the net increase in the number of 

post office boxes in Group B paying higher fees. If you do not confirm. 
please explain. 

b. Please confirm that wlumn [3] shows the net increase in the number of 
post office boxes in Group C paying higher fees, If you do not confirm. 
please explain 

C. Please provide a list of 5digit ZIP Codes where post office boxes 
changed from one fee group to another. 

d. Please complete the table below so as to show box movernent from 
delivery groups defined in terms of 5digit ZIP Code to delivery groups 
defined in terms of finance numbers. [Example: an entry Iof 5 in row 3, 
column 1 means that 5 boxes moved from group ‘1-A” to group “City- 
other.“] 

Finance 
Number - 

City-A 

City-B 

City-other 

Noncity 

Nondelivery 

RESPONSE: 

DELIVERY GROUPS 

ZIP Code 
I-A I-B I-C II ill 

a. Not confirmed. Table X is constructed as the difference between boxes 

installed, not boxes in use. 

b. Not confirmed. Table X is constructed as the difference between boxes 
_~ _.. _ 

installed, not boxes in use. 
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c. Groups I-A. I-B, I-C, II and Ill have been replaced by Fee Groups A through 

E, so all ZIP Codes have “changed from one fee group to another.” As stated 

in the response to OCA/USPS-T24-62, no post office box customers are 

paying different fees than previously because of the analytical change. 

d. The term “movement” in this question should be understood to mean the 

boxes that were reclassified from one group to another for purposes of 

analysis. No post office box customer pays a different fee as a result of the 

definitional changes in the analysis. 

New Delivery Groups City-A and City-B are defined the same as former 

Delivery Groups I-A and I-B. The definition of the other delivery groups in 

terms of finance numbers means that some box customers are Ireclassified 

from former Group II to new Group City-other, but none will be reclassified 

from former Group I-C to new Groups Non-city or Nondelivery. Therefore, the 

table can be filled by requiring that row totals and column totals in the matrix 

below match their known values from Table 3. USPS-T-4, Dock8et No. MC96- 

3 and Table I, USPS-T-24, Docket No. R97-1. Group Ill is omitted, because 

it was not included in the PO Box Survey. 
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Note: 4.113 boxes are shifted from former Group I-C to former Group I-B, 
as explained in the response to OCA/USPS-T24-lob. 

An analogous table can be constructed for boxes in use from Table 4, USPS-T- 

4. Docket No. MC96-3 and Table 2, USPS-T-24, Docket No. R97-1. 

Note:“3,660 boxes are shifted from former Group I-C to former Group I-B, 
in conformance with the shift explained in the response to OCAIUSPS- 
T2610b. 
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OCAIUSPS-T24-64. Please refer to Table X in OCALJSPS-T2CIO. and your 
response to that interrogatory. Please confirm that defining delivery groups in 
terms of finance number as opposed to 5digit ZIP Code results in more post 
office boxes experiencing fee increases than intended by the Commission in its 
opinion and recommended decision in Docket No. MC96-3. If you do not 
confirm. please explain your answer in full. 

RESPONSE: 

Unable to confirm. I am unable to comment on the results “intended by the 

Commission”, beyond what is explicitly stated in PRC Op. Docket No. MC96-3. 

However, as stated in the response to OCAIUSPA-T24-62, no post office box 

customer pays a different fee as a result of the definitional changes in the 

analysis. 
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OCNUSPST24-65. Please refer to your responses to OCNUSPS-T2442,44, and 
-47. 
a. In your response to pan f of interrogatory 44, you appear to justify the equal 

weighting of rental rates at different-size facilities on the ground that the result 
conforms to “intuitive” preconceptions regarding relative nonpostal retail rental 
rates across geographic areas associated with fee groups. Is this a correct 
interpretation of your response? If not, why not? 
Are you recommending that space provision costs be allocated on a basis that 
differs from the actual incunence of costs by the Postal Service? If not, what is 
the relevance of nonposfal retail rental rates to the choice of distribution key? 
In your response to part b of interrogatory 42 you appear to justify the inclusion 
of rental rates from facilities with no post office boxes on the ground that “they 
are valid postal rental rates . . . .” (Emphasis added.) Have you examined 
whether postal rental rates differ systematically between facilities with and 
without post office boxes? If so, what was the result of your examination? If not, 
what is the basis for your statement? 
Please confirm that if postal rental rates do not differ systematically between 
facilities with and without post ofice boxes, then it makes no difference whether 
they are included in the development of a distribution key. If you do no! confirm, 
please explain. 
Please confirm that if postal rental rates do differ systematically between facilities 
with and without post office boxes, then inclusion of rental rates from facilities 
without post office boxes runs the risk of biasing the distribution key. If you do 
not confirm. please explain. 
Please confirm that inclusion of rental rates from facilities that do not have post 
office boxes means that your distribution key allocates space provision costs to 
fee groups and box sizes on a basis other than actual incurrence of costs by the 
Postal Service. If you do not confirm, please explain. 
In your response to part q of interrogatory 47 you state that your allocation 
method satisfies three conditions: 

b. 

C. 

d. 

e. 

f. 

9. 

h. 

i. 

1144 

(1) Space provision costs are proportional to average rent. 
(2) Space provision costs are proportional to equivalent capacity.. 
(3) Total space provision costs are equal to a specified total. 

Please explain why conditions (1) and (2) are desirable. 
Please list all other features of your distribution key that commend it over a key 
based on actual wst incurrence. 
Please confirm that an allocation method using weighted average rent by fee 
groups (where the weights were equivalent capac.ky by facility) would satisfy all 
conditions and criteria that you have so far identified as justifying your allocation 
method using unweighted average rent by fee group. If you do nDt WnfifTh 

please explain. In any event, please provide all reasons you are aware of for 
favoring an unweighted average rent over a weighted average rent when 
allocating space provision costs. 
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RESPONSE: 

a. No. The justification for the equal weighting of rental rates at different facilities is 

that it provides the best estimate of group-wide rental rates. The interrogatory 

response you cite (OCAhJSPST24-44f) simply establishes that the results are 

confirmed by common sense, which is reassuring. The methodology propounded by 

the OCA does not generate similarly reassuring results, for the reason stated in part 

i below. 

b. No. “Nonpostal retail rental rates” were not used in our methodology. However, 

since postal rents are part of the more general market, postal rents should be 

correlated generally with market rates. 
p rtrrlcq l 

c. Yes. Exclusion of rental rates from facilities with zero boxes IFIMXM% average 
&I rcj::; BK+d E, 

rental rates for all fee groups except v. The effect can be seen by comparing 

Tables I and II in my response to part i below. Percentage differences for key 

variables are as follows: 

!LTia.P 

A 

B 

C 

D 

E 

Pent 

- 4.5 % 

- 2.0 % 

- 2.2 % 

- 0.0 % 

0.0 % 

Cost Unit 

-2.0 % 

-0.3 % 

-0.3 % 

+0.5 % 

+0.4 % 

Coverage 

+2.0 % 

-0.3 % 

0.3 % 

-0 .b 5 o/o 

0.0 % 

d-e. A comparison of Tables I and II in response to Part i, below, shows that postal 

rental rates do differ systematically between~ facilities with and without post office 
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boxes, but that the effects on unit costs and coverages are negligible. For example, 

for the three largest fee groups (C, D, and E), changes in the unit cosi: are equal to 
4-I At-c 

or less than one half of one percent, and changes in coverage- -w 

dig++- 

f. Not confirmed. The purpose of including all facilities at equal weights in the 

average was to develop the most accurate measure possible (from postal data) of 

the average group-wide rental rates. Subsequently in the process, the allocation 

takes into account the number of boxes and the distribution of box siz.es (though the 

concept of “equivalent capacity”). These three factors -average rent, number of 

boxes, and distribution of box sizes - then determine the relative costs in each fee 

group. These relative factors are then applied to “actual incurred” costs. 

g. Space Provision costs increase as average rent increases and as equitialent 

capacity increases. Thus these assumptions reflect reality. 

h. The question has a false premise, since the “distribution key” is based on actual 

rental costs (as well as the other factors cited in part f). 

i. Confirmed. A variety of allocation methods conform to the requisite {conditions, and 

their respective effects on average rents, unit costs and coverages are demonstrated 

in Tables I through V, which follow. Table I shows my method (unweighted rents), 

based on Tables 12 and 13 from my testimony. Table II shows unweighted rents 

excluding zero-box facilities. Table Ill shows rents weighted by number of boxes. 

Table IV shows rents weighted by equivalent capacity. Table V shows the OCA’s 

suggested method, i.e. group rent = total rent dollars /total area. 
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Each of the first four methods allocates about 60 percent of Space Provision costs to 

Group C and about 30 percent to Group D. The last method allocates about 53 

percent to Group C and about 37 percent to Group D, in effect shifting 7 percent 

from city to non-city post office box customers. 

The method used to obtain Table V is equivalent to weighting rental r,ates by interior 

floor area. Most of this interior area is used for purposes unrelated tcl post office 

boxes (e.g., mail processing), and the result therefore distorts the group-average 

rental costs for post office box space. 

The basis for the rental calculations in Tables I-V below are provided in USPS LR-H- 

254. The other entries in the table can be calculated by entering these rental values 

in Spreadsheet “Cost96xls” in USPS LR-H-188. 
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.~‘* :~L’. - 

A $24.28 
- 

B $17.65 
- 

C $ 8.29 
- 

D $ 6.58 

E $ 7.06 I 

E S 6.91 $12.60 $36.24 0.00 % 9.67 s.29.37 

1.44 -1 1.29 

---I 1.47 

0.63 ---I 0.00 
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OACIUSPS-T24-66. At page 20. line 12 of your testimony you state that labor costs 
relatino to orovision of oost office box service do not vatv with location. 
a. 

b. 

C. 

d. 

e. 

f. 

“Plec&e confirm ihat attributable costs of postmasiers vary by CAG. If you do not 
confirm, please explain. 
Please confirm that the salaries of postmasters vary by CAG. If you do not 
contin, please explain. 
Please confirm that attributable costs of clerks and mailhandlers vary by CAG 
(e.g.. some CAGs have no clerks or mailhandlers). If you do not confirm, please 
explain. In any event, please provide a tabulation of total (i.e., not just post office 
box) FY 1996 ClerWMailhandler costs by CAG~by subaccount (e.g., .104. .105, 
.107). See library reference H-l, Tables A-l, A-2. 
Please confirm that if fee group D were redefined as boxes at those CAGs that 
do not employ clerks and mailhandlers not in fee group E, labor costs would vary 
across fee groups. If you do not confirm, please explain. 
Please confirm that if fee group C were redefined as boxes at CAG A-D facilities 
not in fee groups A, B, or E and if fee group D were defined as boxes at CAG 
E-L facilities not in fee group E. then labor costs would vary across fee groups. If 
you do not confirm, please explain. 
Please confirm that costs allocated in proportion to clerk and mailhandler costs 
(e.g., supervisors) vary by CAG. If you do not confirm, please explain. In any 
event, please provide a tabulation of total (i.e., not just post office box) FY 1996 
All Other costs by CAG by subaccount. See library reference H-l, Tables A-l, 
A-2. 

RESPONSE: 

a-c. Redirected to witness Alexandrovich. 

d. Unable to confirm. Some oftices in each CAG level (A through L) employ clerks 

and/or mailhandlers, which means the hypothetical would effectively eliminate 

Group D altogether. 

e. Unable to confirm, assuming the definition of fee groups is as follows: 

Group A as is 

Group B as is 

Group C CAG A-D offices 

Group D CAG E-L offices. 
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f. 

Group E as is 

There are too many factors unspecified. Although postmasters s.alaries may be 

different for different CAG levels, the salaries of clerks and mailhandlers (CAGs 

A-K) are the same. The costs actually incurred for post office boxes depend also 

on the number of boxes. 

Redirected to witness Patelunas. 
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OCAIUSPS-T24-68. Please refer to your testimony at page 20, line 5. and the 
following table. which shows the development of attributable “Space Support” costs 

FY98 TYBR ACCRUED AND ATTRIBUTABLE SPACE 
SUPPORT COSTS l/ 

COST SEGMENT AND TOTAL ATTRIBUTABLE TO 
~COMPONENT ACCRUED POST OFFICE 

($1.000) BOXES ($1,000) 

111 PI 
C/S 11 .l. 1 Cleaning and $802,065 $70.977 

Protection 
C/S 11 .1.2 Contract $53,401 %4,726 

Cleaners 
C/S 11.3 Plant & Building $389,346 $34,454 
Equipment Maintenance 

C/S 15.2 Building $428.502 $37,919 
Occupancy, Fuel and 

Utilities 
C/S 16.3.1 Custodial 8 $1.407,999 $124.598 

Building 
C/S 18.1.2 Postal $360.277 $7,254 
Inspection Service 

TOTAL SPACE 
SUPPORT 

$3,441,590 $279,928 

Notes and Sources 
I/ USPS-T-15, WP E. Table D, for the cost segments listed 

a. 

b. 

Please confirm that the figures in column [l] are correct. If you do not confirm. 
please explain and provide the correct figures. Please show all calculations and 
provide citations to any figures used. 
Please confirm that the figures in column [2] are correct. If you do not confirm. 
please explain and provide the correct figures. Please sh?w all calculations and 
provide citations to any figures used. 

RESPONSE: 

a. Confirmed. 

b. Confirmed, 
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OCAIUSPS-T24-69. Please refer to your testimony at page 20. line 7, “All Other” costs. 

a. 

b. 

C. 

d. 

e. 

For Cost Segments 6 8 7, city delivery carriers, please confirm that the figure, 
S353.000, post office box attributable costs, is obtained by summing S259.000 
(Component 6.1, In-Office Direct Labor), $49,000 (Component 6.2, In-Office 
Support), and $45,000 (Component 7.5. Street Support). If you do not confirm, 
please explain and provide the correct figures. 
Please describe, for post office boxes, the tasks and activities performed under 
Components 6.1, 6.2 and 7.5. 
Please confirm that highway contract carriers engage in the same tasks and 
activities described in part b. above. If you do not confirm, please explain. 
Please confirm that the cost of highway contract carriers (Cost Segment 14) is 
not an attributable cost of post office boxes. If you do not confirm. please 
explain. 

Please explain why the tasks or activities giving rise to costs of highway contract 
carriers that are similar or identical to the costs of city delivery carriers are not 
included in post office box attributable costs. 

RESPONSE: 

a. Confirmed. 

b-e. Redirected to witness Patelunas. 

. _- 

Page 2 of 7. OCNUSPS-T24-66-72 



Response of Wtness Lion to Interrogatories of the OCA. Questions 68-72, Docket No. Rg7-1 1155 

OCAIUSPS-T24-70. Please refer to your testimony at page 4, lines 2:-3, concerning the 
POB Survey, and Tables 1 and 2. 
a. Please confirm that the POB Survey obtained data on the number of post office 

boxes installed and in use by surveying “contract postal units” (herein contract 
stations). See Glossary of Postal Terms, Publication 32, April 1988, at 15. If you 
do not confirm. please explain. 

b. In the POB Survey, what percent of the 32,436 postal facilities surveyed were 
contract stations? 

C. In the POB Survey. what percent of the 25,591 returned survey forms were 
contract stations? 

d. In the POB Survey, what percent of the 14,290, 298 post office boxes installed 
are located in contract stations? 
i. Please provide the number of post office boxes installecl in contract 

stations in the same format as Table 1. 
ii. Please provide the number of post office boxes installecl in contract 

stations by CAG by box size. 
e. In the POB Survey, what percent of the 11,319,936 post office boxes in use are 

located in contract stations. 
i. Please provide the number of post office boxes in use in contract stations 

in the same format as Table 1. 
ii. Please provide the number of post office boxes in use in contract stations 

by CAG by box size. 

RESPONSE: 

a. 

b. 

C. 

Not confirmed. There was no attempt to survey “contract postal units.” 

Nonetheless, some survey forms were returned by Group Ill offices; these data 

were eliminated from the PO Box Survey database. (Forms returned by Group I 

and II offices include data on boxes at contract units administelred by those 

offices, but not in a form that separates contractor-operated boxes.) 

No forms were mailed to contract stations. 

None. Group Ill contract units that did return forms were eliminated from the 

database. 
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d. 

e. 

It is not possible to separate this information. Respondents to ithe survey were 

asked for a count of the total number of boxes in their 5-digit ZIP Code. This 

total might include contract as well as classified stations. 

See part d. 
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OCAIUSPS-T24-71. Please refer to LR-H-188. 
a. Please confirm that the Delivery Statistics File (DSF) contains data on the 

number of contract stations having post office boxes. If you dlo not confirm, 
please explain. 

b. Please confirm that the Delivery Statistics File (DSF) contains data on the 
number of post office boxes located in contract stations. If you do not confirm, 
please explain. 

C. Please provide, and explain how to identify from the data, the number of contract 
stations having post office boxes. 

d. Please provide, and explain how to identify from the data, the number of post 
office boxes located in contract stations. 

e. Please provide, and file as a library reference, a tile containing data on contract 
stations, including the number of contract stations, the number of boxes by 
station by box size, and Postal Service payments to contractors for contract 
stations. 

RESPONSE: 

a. 

b. 

C. 

d. 

Not confirmed. The Delivery Statistics File can only be used to determine the 

aggregate number of post office box deliveries for each 5digit ZIP Code. Any 

boxes at contract stations in a particular ZIP Code would be included in the 

aggregate total. 

Confirmed. 

This information is not available. See my response to part a. 

According to the DSF, there are 85,557 post office box possible deliveries 

located at contract stations. 

This number was derived by inserting the following lines of cocle into the SAS 

program-POBOX.AUG97.DSFRTE.CNTL. which was filed with USPS LR-H-222. 

1. After line 18, insert: 
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“CONBOX + BCONBOX + RCONBOX”; 

2. At line 32, add the variable “CONBOX” to the variable list; 

3. After line 97, insert 

DATA ADDFIN; SET ADDFIN 

PROC MEANS DATA = ADDFIN NOPRINT 

VAR CONBOX 

OUTPUT OUT = CONTOT SUM = 

PROC PRINT DATA = CONTOT. 

e. I am assuming that this question is a request for a file in which ‘each record is a 

5-digit ZIP Code, containing DSF or POB Survey data on the number of contract 

stations, the number of post office boxes by station and box size, and payments 

to contractors by the Postal Service. As indicated in part a, the format of the 

DSF does not allow the determination of the number of contraci: stations, or the 

numbers of post oftice boxes for individual contract stations. Also, the DSF does 

not contain data on box size, nor does it contain data on payments to 

contractors. Similarly, the format of the POB Survey does not allow the 

determination of the requested information. 

The aggregate total of payments to contract stations is $67,966,000. as shown in 

USPS-T-5, Exhibit 5A, p.40. 
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OCAIUSPS-T24-72. Please refer to your response to OCA/USPS-T24-23e, where it 
states that “Migration of general delivery or other customers to Group E boxes would 
not, however, affect the revenue estimation for post office boxes .” 
a. Please confirm that migration of general delivery or other customers to Group E 

boxes would increase the cost of operating Group E boxes. If you do not 
confirm, please explain your answer in full. 

b. Please provide an estimate of the additional cost of operating Group E boxes 
resulting from the migration of general delivery or other custol-ners to Group E 
boxes. 

C. Please confirm that service to general delivery customers is more costly than box 
service to post oftice boxholders. If you do not confirm, please explain. 

RESPONSE: 

a. Confirmed 

b. I have no data on which to base such an estimate. 

C. I have no data on which to base such a judgment. 
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1160 
OCAIUSPS-T24-73. Please refer to your testimony ai page 1, lines 17-22. 
a. Please confirm that “‘contract postal units” (herein contract stations) can be 

grouped by the type of carrier delivery service provided, i.e., as a crty delivery 
office, a non-city delivery office, or a nondelivery office. If you do not confirm, 
please explain. 

b. Please provide the number of contract stations in each group referned to in part 
a. above. 

C. Please provide, and file as a library reference, a file containing data for each of 
the past five fiscal years on 
i. the number of contract stations by CAG, 
ii. the number of post office boxes by box size in contract stations by CAG, 

and . . . 
III. the total amount of Postal Service payments to contractors for contract 

stations with post oftice boxes by CAG. 

RESPONSE: 

a. Redirected to Postal Service 

b. Delivers Group Contract Stations 

City-A 0 

City-B 41 

City-Other 3,290 

Non-City 713 

Nondeliverv 68 

Total 4.132 

Source: Delivery Statistics File. 

c. c. i. i. This information is available only for 1995, 1996, and 1!397. 

Scot. 1997 Scot. 1996 Scot. 1995 
@ Contract Contract Contract 

Stations Stations Stations 

A 632 639 554 
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1161 

B 439 441 348 

C 930 1007 870 

D 394 409 337 

E 559 541 439 

F 320 313 258 

G 278 277 249 

H 210 220 195 

J 176 188 161 

K 184 176 142 

L 11 20 7 

NA 9 10 26 

Total 4,142 4,241 3,586 

Source: Address List Management System. 

ii. This information is not available for the reasons cited in my response to 

OCAIUSPS-T24-71e. 

iii. The aggregate total of payments to contractors provided in response to 

OCAIUSPS-T24-71e has not been broken down by CAG. 
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1162 
OCAIUSPS-T24-74. Please refer to your testimony at page 20. line 8. 

a. 

b. 

Please confirm that the cost of post office boxes located in conti’act stations is 

not included in the TYBR “Total Volume-Variable Costs” of $607,734,000. If you 
do not confirm, please explain. 
Please confirm that the cost of post office boxes located in contract stations is 
treated as an institutional cost. If you do not confirm, please explain. 

RESPONSE: 

a. Confirmed. 

b. Redirected to witness Patelunas. 
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OCAIUSPS-T24-78. Please refer to your testimony at page 20. lines 5-8. 
a. 

b. 

C. 

d. 

e. 

f. 

h. 

i. 

Please confirm that total TYBd attributable costs for post office boxes is 
$607.733.000 (see response of witness Patelunas to OCA/USPS-Tl5-3). If you 
do not confirm. please explain. 
Please confirm that total TYBR attributable All Other costs for p~os.1 office boxes 
is 5104.575,000 (see response of witness Patelunas to OCAIUSPS-Tl5-2b. 
revised B/20/97). If you do not confirm, please explain. 
Please confirm that the total TYBR attributable All Other costs for post office 
boxes at page 20, line 7 of your testimony is $104580,000. If you do not 
confirm, please explain. 
Please show the derivation of the figure $104.580.000 at page ]sic]. line 7 of 
your testimony. Please show all calculations, and provide citations to any figures 
used. 
Please confirm that the total TYBR attributable Space Support costs for post 
office boxes is $279,928,000. If you do not confirm, please explain. 
Please confirm that the total TYBR attributable Space Provision costs for post 
office boxes is $223.226,000. If you do not confirm, please explain. 
Please confirm that the sum of TYBR attributable Space Support and Space 
Provision, and the total of All Other costs from part b. above, is $607,729,000 
($279,928,000 + $223,226,000 + $104,575,000). If you do not confirm, please 
explain. 
Please show the derivation of, and reconcile any discrepancies between, the 
figure $607,734,000 at page 20, line 8 of your testimony and the sum of Space 
Support, Space Provision and All Other costs referred to in part g. above. 
Please show all calculations, and provide citations to any figures used. 
Please show the derivation of, and reconcile any discrepancies between, the 
TYBR attributable costs for post office boxes of $607,733,000, referred to in part 
a. above, and the sum of Space Support, Space Provision and ,All Other costs 
referred to in part g. above. 

RESPONSE: 

a. 

b. 

Confirmed. However, I used the figure ‘$607,734,000” in my calculations. This 

error amounts to -0.00016 percent. 

The total provided (by OCA) in interrogatory OCAIUSPS-Tl5-21, is incorrect. 

Specifically, the total leaves out $3.000 in Cost Segment 12 and $1.000 in Cost 

Segment 20.2. See witness Patelunas’ revised response to OCAIUSPS-T24- 

25b, tiled September 19, 1997. The correct total is $104,579,000. 
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C. 

d. 

e. 

f. 

h-i. 

Confirmed. 

1164 

$104,580,000 = $607,734,000 - $279,926,000 - $223,226,000. 

The source of the first number on the right side of this equation, is explained in 

the response to part a. The other two numbers on the right side of the equation 

are confirmed in the responses to part e and part f, respectively. 

Confirmed. 

Confirmed. 

Confirmed. However, using the correct “All Other” figure, the total is 

$607.733,000. 

See the responses to parts a-g. 
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OCAIUSPS-124-79. Please refer to your response to OCA/USPS-T:24-1 Oe. 
a. Please provide by CAG the number of post offices that contain no city routes, no 

rural routes and no highway contract routes. 
b. Please provide by CAG the number of finance numbers that c’ontain no city 

routes, no rural routes and no highway contract routes. 
C. Please provide by CAG the number of ZIP Codes that contain no city routes, no 

rural routes and no highway contract routes. 
d. Please provide by CAG the number of facilities that contain no city routes, no 

rural routes and no highway contract routes. 
e. For parts a. - d., please provide copies of underlying source documents if they 

are not already on file with the Commission. 

RESPONSE: 

a-c. The data to produce these results are contained in file DSFAUG97 in USPS-LR- 

H-222. Note that the response to parts a and b is the same, since a post office 

is defined by its finance number. Note also that each record in this file is for a 

unique 5-digit ZIP Code, so that the number of records in a calegory equals the 

number of ZIP Codes in that category. 

d. gz& Nondeliverv Facilities 

A 3 

B 1 

C 6 

D 2 

E 18 

F 59 

G 197 

H 412 
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J a74 

K 2,622 

L 714 

NA 37 

Total 4.945 

Source: Address List Management System (September 1997). 

e. The source files are being filed as USPS LR-H-280. 
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OCAIUSPS-T24-80. Please refer to your response to OCIVUSPS-T2462, where it is 
stated, 

No actual customers experienced such [fee] increases, but the (estimates 
of customers in the respective groups did change. This constitutes an 
improvement of (or correction to) our previous analysis. Any “movement” 
of post office box customers from one group to another is only an 
improved estimate of the correct numbers. 

a. 

b. 

C. 

Please confirm that the net increase in revenue for post ofice boxes in the TYAR 
is the result of two changes: 1) the increase in fees for post office boxes, and 2) 
the improvement of (or correction to) the Postal Service’s previous analysis of 
the number of post office boxes in Docket No. MC96-3. If you do not confirm, 
please explain. 
In the absence of the improvement referred to in the quote above, please 
confirm that the TYAR net increase in revenue for post office boxes as proposed 
in Docket No. R97-1 would be smaller. If you do not confirm, pINease explain. 
What would the total net revenue for post office boxes be in the absence of the 
improvement referred to in the quote above? 

RESPONSE: 

a. Not confirmed. The net increase in revenue estimates for post oftice boxes from 

TYBR to TYAR is the result of the increase in fees for post office boxes (as 

proposed in Docket No. R97-1). My use of a better definition of the delivery and 

fee groups is reflected in all the revenue estimates presented in my testimony, 

including the “Pre-MC96-3” estimates. 

b. Not confirmed. The “net increase in revenue for post office boxes as proposed 

in Docket No. R97-1” is about $67 million. The net increase if the former method 

of defining fee groups were used would be about the same. The NBR and 

T/AR revenues using the new definitions are both about the same amount 

higher than those using the old definitions. The effect of the new definitions is to 

increase the “Pre-MC96-3” revenue projections by that amount. 
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C. The data to produce this result are part of the record of this proceeding, including 

(1) Boxes in use counted according to the former definitions 

(Reference: Response to OCANSPS-T24-63d), 

(2) Expansion factors 

(Reference: Table 3, USPS-T-24, page 7) 

(3) Allocation factors for estimating the number of free boxes 

(Reference: Table 5, USPS-T-24, page 9). 

(4) Elasticities with respect to increased rates 

(Reference: Tables 7A-D, USPS-T-24, pages 12-15),, 

(5) Growth factor = 1.9 percent 

(Reference: USPS-T-24, page 16,, line 6). 
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OCAIUSPS-T24-81. Please refer to the table below, and your testimony at 8-15, 

Boxes in Use, Pre MC96-3 
“Destination” Delivery Groups 

“Source” 
Delivery 
Groups City-A City-B City-other Non-city Nondelivery Total 

City-A 78,010 78,010 

City-B 165,053 165,053 

City-other 8s307.648 83,9’15 8,391.563 

Non-city 5,239,271 411.367 5.650.638 

Nondelivery 954,238 408,959 1.363.197 -- 

Total 78,010 165,053 8,307,648 6,193.509 904,241 15.648,461 

Please confirm that the table above correctly summarizes your shifts of boxes between 
fee groups to account for customers who are and are not eligible for carrier delivery. 
The figures in the column labeled “Total” are taken from USPS-T-24, Table 4. The 
numbers in the row labeled “Total” are taken from USPS-T-24, Table 7. If you do not 
confirm, please provide a correct shift matrix. 

RESPONSE: 

Confirmed, except that the numbers in the first five data columns apply to “fee groups” 

rather than to “destination delivery groups”, and thus should be labelecl A through E. 

The numbers in the E column (your “Nondelivery” column) are respectively 1 percent, 

7.3 percent, and 30 percent of the totals in the last (“Total”) column, as indicated in 

Table 5 of my testimony. 
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OCAIUSPS-T24-82. Please refer to your testimony at page 20, lines 5-8. 
a. Please confirm that 82.8 percent (($279,926 + $223,226) I S607,734) of total 

TYBR attributable post office box costs are space related. If you do not confirm, 
please explain. 

b. Please confirm that attributable Space Provision costs constitute 36.7 percent of 
total TYBR attributable post office box costs. If you do not coni’irm, please 
explain. 

C. Please confirm that attributable All Other costs constitute 17.2 percent of total 
TYBR attributable post office box costs. If you do not confirm, /please explain. 

RESPONSE: 

a-c. Confirmed, with the understanding that the figures cited are accurate to only 

three significant digits (0.1 percent). 
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OCAIUSPS-T24-83. Please refer to your testimony at page 1, lines 1 g-22. 
a. Please confirm that city delivery offices provide postal and city carrier delivery 

service in urban and rural locations. If you do not confirm, please explain. 
b. Please confirm that rural delivery offices provide postal and rural carrier delivery 

service in urban and rural locations. If you do not confirm, please explain. 
C. Please confirm that nondelivery offices provide postal services ill rural locations. 

If you do not confirm, please explain. 

RESPONSE: 

a-c. I have not studied this issue and the descriptors “postal,” “urban.” and “rural” are 

imprecise. However, I would not be surprised if all three types of offices were 

found in what could be considered urban and rural areas 
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OCAIUSPS-T24-84. Please refer to Table 12 (revised August 11, 1997), and your 
testimony at page 20, lines 19-21. where it states that “since Space Provision costs 
include rent paid for leased space or imputed rent for owned space, they vary also with 

location .” 
a, 

b. 

C. 

d. 

e. 

Please explain the basis for the statement that “rent paid for leased space or 
imputed rent for owned space vary . with location,” What factors or 
conditions would cause rent paid or imputed rent to vary between locations? Is 
population density a factor? 
Is it your testimony that an average rent of $23.49 per square foot paid for postal 
leased space or imputed rent for postal-owned space is found in locations where 
population density is high? Fully explain your answer. 
Is it your testimony that an average rent of $6.00 per square foot paid for postal 
leased space or imputed rent for postal-owned space is found irl locations where 
population density is low? Fully explain your answer. 
Are you aware of postal leased space or imputed rent for postaLowned space 
with an average rent of $6.00 per square foot in areas of high population 
density? If you answer in the affirmative, please provide a list of finance 
numbers and ZIP Codes for the facilities so identified. 
Are you aware of postal leased space or imputed rent for postal-owned space 
with an average rent of $23.49 per square foot in areas of low population 
density? If you answer in the affirmative, please provide a list of finance 
numbers and ZIP Codes for the facilities so identified. 

RESPONSE: 

a-e. The basis for the cited quotation is the common-sense observation that rents 

paid are higher in some locations than in others. The postal rents we used 

actually do vary with location, thus reflecting a market driven by supply and 

demand. Population density and level of business activity are both factors that 

may affect supply and demand. I have not studied how high and low population 

density areas, or level of business activity, are related to postal rental rates. 
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OCAIUSPS-T24-85. Please refer to your testimony at page 20, lines 19-21. 
a. Please confirm that CAG A-C post offices tend to be located in higher rent areas. 

If you do not confirm, please explain fully, and provide the basis for your contrary 
view. 

b. Please confirm that CAG K and L post offices tend to be located in lower rent 
areas. If you do not confirm, please explain and provide the basis for your 
contrary view. 

RESPONSE: 

a-b. I have not studied nonpostal rental rates. I can confirm that the average postal 

rental rates in CAGs A, B. and C are higher than the average postal rental rates 

in CAGs K and L. 
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OCAIUSPS-T24-86. Please refer to your testimony at page 7. table 3. 
a. Please provide the number of boxes installed from the entire DSF 97 by CAG for 

Delivery Groups City-A, City-B: City-other, Non-city and Nondelivery. Please 
provide in an electronic tile the data used to develop this information. 

b. Please provide the expansion factors by CAG for the Delivery G~roups City-other, 
Non-city and Nondelivery. Please provide in an electronic file th’e data used to 
develop this information. 

RESPONSE: 

a-b. This information can be calculated from the data provided in USPS LR-H-276 
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OCAIUSPST24-87. Please refer to Table 3, and your testimony at page 7, lines 
7-9, and page 16, lines 6-8. 
a. 

b. 

C. 

d. 

e. 

f. 

9. 

Il. 

i. 

Please confirm that the 1.2 percent growth in the number of post office 
boxes installed occurred over the period April 1996 to April 1997. If you 
do not confirm, please explain. 
Please confirm that the 1.2 percent growth during the period April 1996 to 
April 1997 was one in which there were no increases in post office box 
fees. If you do not confirm, please explain. 
Please confirm that the Delivery Statistic File (herein DSF) contains no 
information on the number of boxes in use. If you do not confirm. please 
explain. 
Please confirm that the ratio of the number of boxes installed from the 
DSF 97 file to the number of boxes installed from the POB Survey by 
Delivery Group is used to estimate the number of boxes in use,, pre- 
MC96-3. If you do not confirm, please explain. 
Please confirm that the 1.9 percent growth factor applied to the 
post-MC96-3 box counts is an annual growth factor. If you do not confirm, 
please explain. 
Please confirm that the growth factor of 1.9 percent is the same growth 
factor used in the rollforward model. If you do not confirm, plealse explain. 
Please confirm that the 1.9 percent growth factor applied to the 
post-MC96-3 box counts is an annual growth factor. If you do not confirm, 
please explain. 
Please confirm that the 1.9 percent growth factor is applied during a 
period, from the post-MC96-3 box counts to the test year before rates, 
during which there is nb increase in post office box fees. If you do not 
confirm, please explain. 
Please explain why the 1.9 percent growth factor is better than the 1.2 
percent growth rate from the delivery Statistics File for estimating the test 
year before rates number of boxes in use. 

RESPONSE: 

a. 

b. 

C. 

d. 

Confirmed. 

Confirmed. 

Confirmed. 

Confirmed. This is true as far as it goes. See my response to 

OCAIUSPS-T2C13. 
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e. 

f. 

9. 

h. 

i. 

1176 

Not confirmed. The 1.9 percent accounts for growth in the number of post 

office boxes between April 1997 and the test year. The end of the test 

year, as well as the likely implementation date, is more than a year after 

April 1997. 

Not confirmed. The growth factor used in the rollforward model is an 

earlier estimate. 

See response to part e. 

Confirmed, but only as a matter of convention. The growth factor is 

independent of the effect of any fee changes and thus could be applied 

before, during, or after the Docket No. MC96-3 fee changes, and the 

results would be the same. 

The 1.2 percent represents actual growth from April 1996 to April 1997. 

As explained in my response to part e, the 1.9 percent represents 

estimated growth for a longer period. The growth factor should be larger 

than 1.2 percent to reflect the longer period. 
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OCAIUSPS-T24-90. Please refer to the supplement to LR-H-188, Workbook 
‘Cost98.xls,” Sheet 73’98 Costs.” Please confirm that the figures in the table, 
“Attributable Costs for Post Oftice Boxes,” represent the TYBR attributable costs. 
If you do not confirm, please explain. 

RESPONSE: 

Not confirmed. Sheet -98 Costs” is from an old version of Workbook 

‘Cost98.xls”. It was included by mistake when the workbook was revised. The 

correct numbers are given in witness’ Patelunas response to OCAIUSPS-T24- 

25. 
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OCAIUSPS-T24.91. Please refer to the supplement to LR-H-188, Workbook 
‘Cost98,xls,” Sheet W98 Costs,” and the column ITOTAL ACCRUED ($OOO).” 
a. For t,he “ALL OTHER” category, please show the derivation of the figure 

$55,746,746. Please show all calculations, and provide citations to any 
figures used. 

b. For the TOTAL” row, please provide a specific page citation for the figure 
$60.790.731. 

RESPONSE: 

a-b. See response to OWJJSPS-T24-90. These numbers were not used in my 

calculations. 

1178 
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OCAIUSPS-T24-92. Please refer to the supplement to LR-H-188, Workbook 
‘Cost98.xls.” Sheet ‘Unit Costs.” 

1179 

a. 

b. 

C. 

d. 

e. 

f. 

Please confirm that the TYBR attributable ‘Allocated Costs” of Flee Group E are 
$34,179,581. If you do not confirm, please explain. 
Please confirm that the post office box fee for all box sizes in Fee Group E is $0. 
If you do not confirm, please explain. 
Assuming the same cost coverage for post oftice boxes in the T’r’BR, please 
confirm that post ofike box fees in Fee Groups A. B, C and D ar’e higher than 
they otherwise would be in order to cover the attributable allocat,ed costs of Fee 
Group E. If you do not confirm, please explain. 
Please confirm that boxholders paying Fee Group E fees , i.e., $0.. are 
generating costs which are paid for by boxholders paying Fee Group A, B, C and 
D fees. If you do not confirm, please explain. 
Please explain why the Postal Service does not treat the attributable allocated 
costs of Fee Group E as an institutional cost. 
Would it be more consistent with the policy that mailers pay the delivery costs of 
carrier delivery (rather than recipients) if Fee Group E costs were paid for by all 
mailers and not other boxholders alone? Please explain fully. 

RESPONSE: 

a. Not confirmed. The correct number is $33,269,251. The number cited, 

‘$34,179,581”, results when the average rents for Groups D and E (input on 

Sheet “Space Provision”) are $6.00 per square foot and $7.19 per square foot 

respectively. However, as explained in the errata on USPS LR-H-188, dated 

August 11, these are rents for delivery groups rather than fee groups. The 

correct average rents for Fee Groups D and E are $6.19 and 86.70 per square 

foot, respectively. When these values are entered, the resulting cost for Fee 

Group E is $33,269,251. 

b-d. Redirected to witness Needham. 

e. Redirected to the United States Postal Service. 

f. Redirected to witness Needham. 
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OCPJUSPS-T24-93. Please refer to the supplement to LR-H-188, Workbook 
‘POBox98.xls,” Sheet IYAR Revenues.” 
a. Please confirm that the figureS43, “Revenue per box (w/oE),” was computed by 

dividing the ITYAR Revenues” ($632.143,987) by the “P/BR Number of Boxes” 
(14,699,437). If you do not confirm, please explain. 

b. Please confirm that the TYAR “Revenue per box (w/oE)” should be $45.42 
($632.143,987 I 13,918,499). If you do not confirm, please explain. 

C. Please confirm that the figure $40.47, ‘Revenue per box (w/E).” was computed 
by dividing the ‘TYAR Revenues” ($632.143,987) by the rYBR Number of 
Boxes” (15,620.769). If you do not confirm, please explain. 

d. Please confirm that the TYAR “Revenue per box (w/E)” should be $42.60 
- ($632,143,987 /13,918,499). If you do not confirm, please explain. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

C. Confirmed. 

d. Confirmed. 
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CHAIRMAN GLEIMAN: Does any participant have 

additional cross examination for Witness Lion? 

MS. DREIFUSS: OCA would like to have two of 

Witness Lion's recent interrogatory responses to our 

Interrogatories 94 and 95 included in the transcript and in 

the record. 

May I approach the witness with copies? 

CHAIRMAN GLEIMAN: Certainly. 

Mr. Lion, if these additional questions were asked 

of you today, would your answers be the same as those you 

previously provided in writing? 

WITNESS: Yes. 

CHAIRMAN GLEIMAN: Yes. The copies have been 

handed to the Reporter of the additional designated written 

cross examination and I direct that they be accepted into 

evidence and transcribed into the record at this point. 

[Additional Designation of Written 

Cross-Examination of Paul M. Lion 

was received into evidence and 

transcribed into the record.] 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 
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OCAIIJSPS-T24-94. Please refer to your response to OCAIUSPS-T24-71 d, and 
Tables 5 and 6B. 
a. 

b. 

C. 

d. 

e. 

f. 

Please confirm that the “85,557 post office box possible deliverks located 
at contract stations” represents the number of post office boxes installed 
at contract stations. If you do not confirm, please explain. 
Please confirm that the DSF can identify the total number of post office 
boxes in contract stations by CAG. If you do not confirm, please explain. 
If you do confirm, please provide the total number of post office boxes in 
contract stations by CAG. 
Please confirm that all the “85,557 post office box possible deliveries 
located at contract stations” are from the “Non-city Carrier Delivery 
Group.” If you do not confirm, please explain. 
i. Please provide the total number of post office boxes in contract 

stations by Delivery Group. 
ii. Please provide the total number of post office boxes in contract 

stations by Delivery Group by CAG. 
In Table 6B, please confirm that the total figure of 305,134 in ccdumn “E- 
2” can be calculated as follows: 0.06 l 0.90 l 5,650,638, where 0.06 
represents the percent of contract stations administered by Non-city 
Delivery Offices and 0.90 the percent of customers ineligible folr carrier 
delivery service from Table 5, and 5,650,638 the total number of boxes in 
the Non-city Delivery Group from Table 4. If you do not confirm, please 
explain and provide the correct figures. 
In Table 68, please confirm that for column “E-2,” the total figure of 
305,134 represents the total number of boxes in use at contract stations 
in Fee Group E from Fee Group D. If you do not confirm, pleas*e explain. 
Please reconcile the difference between the figure of 85,557 in part a. 
above and the figure of 305,134 in part e. above, and explain how the 
number of boxes in use at contract stations in Fee Group E can exceed 
the total number of post office boxes installed at all contract stations. 

RESPONSE: 

a. 

b. 

C. 

Confirmed, according to the DSF. 

Not confirmed. The DSF does not contain information on CAG,. 

Not confirmed. There are post office boxes at contract units in all delivery 

groups except Group City-A, as the table below shows. 
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[i]-[ii). 

Post Office Boxes at Contract Units by Delivery Group & CAG 

d. Confirmed. 

e. Not confirmed. The “305,134” boxes are those in use at non-c@ delivery 

offices for which no fee is charged. 
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f. The two numbers are from two different sources. The source of the 

“85,557” is the Delivery Statistics File. The “305,134” is an estimate 

derived from the response of witness Lyons to the Presiding Offcer’s 

Information Request No. 4, Question 6 in Docket No. MC96-3, 

supplemented by my estimate of the percentage of non-city box’es that are 

contract boxes (see my response to OCAIUSPS-T2C15a). Note that the 

latter figure compares reasonably closely with “338,510”, the number of 

contract boxes estimated from the POB Survey. See USPS LRSSR-93. I 

cannot explain the discrepancy between the DSF and the other sources. 
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OCAIUSPS-T24-95. Please refer to your response to OCAIUSPS-T24-73b-c. 
a. In reference to part b. of your response, please provide 

i. a date for the data source used to derive the number of contract 
stations by delivery group, 

ii. the name of the SAS program used to produce the information in 
part b., . . 

Ill. the electronic data input file, if not already provided as a library 
reference, and 

iv. a description of all variables to the input files. 
b. Please confirm that the average number of post office boxes installed per 

contract station is approximately 21 (85,557 boxes installed /4,l32 
contract stations). If you do not confirm, please explain. 

C. Please explain why the total number of contract stations of 4,132 in part b. 
of your response does not match the total of contract stations for any year 
in part c. of your response. 

d. [i] Please explain why you utilized the Address List Management System 
(ALMS) rather than the DSF to produce the number of contract Istations by 
CAG. [ii] Please describe the ALMS, its use by the Postal Service, and 
the types of data available from it. 

RESPONSE: 

a. 

b. 

i. September 1,6. 1997. 

ii. POBOX.SEPT97.CONTRACT.CNTI 

,.. 
III. The electronic data input files, DSFSEP.DATA and 

ALMS.SEPT97.DATA, were provided in USPS LR-H-280. 

iv. The input variables are: 

ALMS : ZIP. FINANCE, and TYPECODE 

DSF : ZIP, FINANCE, and GROUP. 

Confirmed, according to the Delivery Statistics File, assuming the 

question refers to contract units. 

Page 4 of 5, llSPS/OCA-T24-94-95 
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C. 

d. 

The numbers are from two different sources. Some finance numbers with 

CAG designations in ALMS are not in the DSF. The difference between 

the two for 1997 is 0.2 percent. 

[i] The DSF does not contain information on the number of contract 

stations or on CAG. It also does not contain data on previous years. 

Using the ALMS, we were able provide the data requested for the past 

two years, in addition to the current year. 

[ii] A description of ALMS (from the Internet, wwwuspsgov) and file 

format are attached. 
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CHAIRMAN GLEIMAN: Does anyone else have any 

additional written cross examination? 

[No response.1 

CHAIRMAN GLEIMAN: Only one participant, the 

Office of the Consumer Advocate, requested oral cross of 

this witness. 

Does anyone else care to cross examine the 

witness? 

[No response.] 

CHAIRMAN GLEIMAN: If not, Mrs. Dreifuss, you can 

begin. 

Could I ask you, just so I have a sense of how to 

handle things for the rest of the evening, ball park idea of 

how long you might go? 

MS. DREIFUSS: I would think no longer than half 

an hour. 

CHAIRMAN GLEIMAN: Okay. 

MS. DREIFUSS: And it could be less. 

CHAIRMAN GLEIMAN: Thank you. 

CROSS EXAMINATION 

BY MS. DREIFUSS: 

Q I would like you to turn to your response to OCA 

Interrogatory 62, part (b), please. 

A Yes. 

Q Is it a correct reading of your response that Fee 
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Groups A and B, as proposed in your testimony, are defined 

in terms of specific five-digit zip codes? 

A Groups A and B, yes. 

Q Are these the same five-digit zip codes that 

comprised the old post office box delivery Groups 1A and lB? 

A Yes. 

Q These Group A five-digit zip codes are located in 

Manhattan, are they not? 

A Manhattan, New York, yes. 

Q And for Group B the five-digit zip codes are 

located in eight other cities and their suburbs, is that 

correct? 

A Yes. Yes. 

Q Do you have any understanding of why Groups A and 

B were singled out for higher fees than other groups? 

A Strictly by, from what I have heard, because the 

rental rates were higher in those cities. 

Q On page 1 of your response to OCA interrogatory 

62, you state that -- this is about the fourth line down in 

your answer -- the term "Post Office" corresponds to finance 

number; is that correct? 

A Yes. 

Q Can you tell me whether the delivery statistics 

file is able to identify Post Offices by finance numbers? 

A Let me check. Wrong book. 
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Yes, I believe it's there. 

Q Can you summarize the kind of information that is 

contained in the delivery statistics file? 

You have the number of routes, city routes, rural 

route:, $ost$ffice boxes. 

Q Now let's turn to OCA's interrogatory 4, subpart 

A. We -- 

A Yes. 

Q We asked you in part A, please confirm that 

delivery group city A consists entirely of CAG A Post 

Offices. And you did confirm that; is that correct? 

A Yes. 
ZIP 

Q And then you added that all the& &odes in 

delivery group city A are included in a single CAG A office, 

according to the delivery statistics file; is that correct? 

A Yes. 

Q So is a fair conclusion based on your statement 

that all the zip codes in Manhattan, New York, belong to a 

single CAG A Post Office? 

A Yes. 

Q NOW, turn to OCA interrogatory 42, attachment 1, 

please.. 

A Yes. 

COMMISSIONER LeBLANC: Did you say Attachment 1, 

Ms. Dreifuss? 
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MS. DREIFUSS: Attachment 1 to OCA Interrogatory 

COMMISSIONER LeBLANC: Thank you. 

BY MS. DREIFUSS: 

Q This attachment presents information for Group A, 

does it not? 

A Yes. 

Q And there are 30 observations in the attachment? 

A Yes 

Q Would those 30 observations correspond to 30 post 

offices? 

A No, there's only a single post office under the 

definition we've used, which is finance number. 

Q In what way are these 30 observations 

distinguished? 

A Different zip codes. 

Q So the 30 observations would be for 30 different 

zip codes? 

A I think so. 

Q You're not sure as you're sitting he:re right now? 

A I'm almost sure -- 

Q Okay. 

A But there might be a -- I haven't checked that 

point, but I think it's true. 

Q If you had recourse to other information after 
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1 leaving the hearing room, could you give me a definite 

2 answer on that? 

3 A Yes. 

4 MS. DREIFUSS: Would it be all right with Postal 

5 Service counsel to give us a definite answer in writing? 

6 MR. HOLLIES: Certainly. 

7 MS. DREIFUSS: Thank you. 

8 COMMISSIONER HALEY: Yes. Very good. Nothing to 

9 say. They've already said okay. 

10 BY MS. DREIFUSS: 

11 Q Is it possible to calculate different square -- 

12 well, let me back up for a minute. You've got a column -- 

13 it's the fourth from the left -- which would be rental cost 

14 per square foot; is that correct? 

15 A That's right. I should note that this was 

16 provided by OCA, this attachment. 

17 Q Okay. And the column just to the right of that 

18 would be rental amount; is that correct? 

19 A Yes 

20 Q And the final column on the right-hand side would 

21 be square feet. 

22 A Yes. 

23 Q How is it possible to make these separate 

24 calculations by '& &ode? Is there any -- 

25 A Well, what you've got here is an extract from the 
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facility management system, which lists these data points, 

and those are the ones corresponding to group A. 

Q SO it's your understanding that, for each 

observatio 
'5 

rental cost per square foot, rental amount, and 

square footage were calculated by zip code? 

A That's the point where I'm not completely 

positive, but it is true that each is a data point that -- 

for a particular facility. It's possible to have more than 

one facility with the same zip code. But each of these is a 

data point in the FMS which is a rental value paid. 

Q Could you explain what the Facility Management 

System is? 

A It's a file that -- I cannot describe the file 

format, but it has in it the rental values, the interior 

square feet, and other data corresponding to dfifferent 

facilities. 

Q Do you know if any of this information has been 

filed in the proceeding thus far from the facilities -- 

A Well, we filed an extract of it in Library 

Reference 188. 

Q Okay. 

A The data points in that, by the way, are finance+, 

number, zip code, number of city route -- well, the only one 

that came from FMS was the rental cost per square feet. 

Q Could you now turn to OCA interrogatory 85, 
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please? 

A Yes. 

Q In that response, you state that you can confirm 

that the average Postal rental rates in CAGs A, B and C are 

higher than the P average Postal rental rates in CAGs X and 

L; is that correct? 

A Yes. 

Q HOW were you able to confirm that? 

A We calculated them. 

Q Is it your understanding that CAG A offices in 

Manhattan have a somewhat higher Postal rental cost per 

square foot than CAG A offices elsewhere? 

A Yes, I believe that's true, yes. There may not -- 

there may be data points but generally true. 'The rental 

rate for Manhattan was $23 per square foot which was higher 

than any other group. 

Q Most likely, those were the highest rental costs 

in the country, I would imagine? 

A Yes. 

Q Were there any reasons other than rental costs 

that caused the Postal Service to want to create a separate 

fee group for these Manhattan offices? 

A I really don't know, why they separated Manhattan, 

that is, from the other eight. 

Q Fee group B consists of CAG A through C offices in 
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eight large cities and surrounding areas; is that correct? 

A 

Q 

A 

Q 

offices? 

A 

Q 

A 

Q 

A 

I did not hear the -- 

Fee group B, I asked if that consists of -- 

Eight cities, yes. And plus some suburban areas. 

Right, and does that consist of CAG A through C 

I would have to check; I'm not sure. 

Would it be -- 

It would be reasonable. I would think so. 

I believe I may not have asked -- 

I have here that group B is CAG offimces A through 

D, although the number in D is small. 

Q I do accept that correction to my original 

question. I believe you're right, that it is CAG A through 

D offices. 

Do you believe that the CAG A offices in those 

eight large cities would have a higher postal rental cost 

per square foot than other non-group B and non-group A 

offices? 

A I don't know. 

Q Do you believe that was the reason that group B 

was created with higher fees than the remaining lower 

groups? 

A Group B consists of, as we said, eight cities 

which are among the highest rental areas in the United 
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States, yes. 

Q Do you know whether the CAG B offices in delivery 

group B would have a higher Postal rental cost per square 

foot than CAG B offices for other delivery groups aside from 

delivery group A? 

A I don't know the answer to that. 

Q Let's consider post offices that are not in fee 

groups A or B for the moment. 

A Uh-huh. 

Q Would you expect that the average postal rental 

cost per square foot to be higher for CAG A of:fices than for 

CAG L offices? 

A I would expect that, yes. 

Q Would you expect the average postal rental cost 

per square foot to be higher in CAG B offices than in CAG K 

offices? 

MR. HOLLIES: Objection. This question has 

already been answered both orally and in the form of his 

d response to OCA USPS-u4-85. 

CHAIRMAN GLEIMAN: I'm at a disadvantage because I 

was out of the room and did not hear the question asked 

previously here this afternoon, but it would be real easy, 

to move things along, if the witness has already answered it 

once orally and once in writing, to just answer it real 

quick again and get it over with. 
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MS. DREIFUSS: I would agree, Mr. Cha,irman. I 

don't see any harm in -- in his providing an arswer. It 

will take about 10 seconds. 

CHAIRMAN GLEIMAN: Let's do it, then. 

MS. DREIFUSS: And then we can proceed -- we can 

move along quickly. 

THE WITNESS: Typically, as you go CAG A, B, C, D, 

as you would expect, the rents get lower. 

However, the problem is that that relationship is 

not monotonic. That is to say, at a certain point, goes 

back up, and -- I forget which one or two -- but goes back 

up and comes back down. 

This is one reason why we did not use CAG, because 

that would -- it would be hard to defend that. 

BY MS. DREIFUSS: 

Q You would have had difficulty developing fees by 

each individual CAG is -- is what you're saying. You would 

have been concerned about the way costs moved up and down. 

A They didn't have their -- we looked at it, but it 

did not have the relationship that we thought we needed, and 

so, we rejected it. 

Q Do you know if you'd have a similar {concern if 

--if the CAGs were grouped in some fashion? 

A I think, by grouping it, you could gmet around 

that, but I don't see how that would be much different than 
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1 -- as you have just said, the higher ones are city and the 

2 lower ones tend to be non-city, so you -- you're right back 

3 -- that's -- that's essentially the method we used. 

4 Althoug:h we did use CAG C specifically. 

5 Q Could you turn to your answer to OCA Interrogatory 

6 44, please. 

7 A All right. 

8 Q And I am going to look -- at the bottom of my page 

9 it is noted this would be your response on page 11 of 21. 

10 It is a long answer, so I wanted you to be able to 

11 find your place quickly, so we can to go page :Ll of 21. 

12 A Right. 

13 Q The third sentence from the bottom, you state "We 

14 also intuitively expect average rental rate to be higher in 

15 Group C than in Group D." Is that correct? 

16 A Yes 

17 Q What are your reasons for reaching that 

18 conclusion? 

19 A Typically city locations are more expensive than 

20 rural and Group C is largely city and Group D is largely 

21 rural. 

22 THE REPORTER: Please keep your voic~e up, doctor. 

23 CHAIRMAN GLEIMAN: I think it's late and we are 

24 all a little tired. You've got to either pull the mike 

25 closer or speak up a little bit or both. 

1199 
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WITNESS: It just gets in the way of all my 

materials. 

CHAIRMAN GLEIMAN: I understand. 

BY MS. DREIFUSS: 

Q Could you turn to your answer to OCA Interrogatory 

73, part cc), please. 

A Yes. 

Q There is a table presented in answer to part (c). 

A Yes. 

Q And on the second page of that table, which was 

page 2 of 6, there is a row entitled NA and an entry of 9. 

That would be the very last set of -- 

A Right. 

Q __ of items. What type of offices would these 9 

contract stations be? 

A Well, I think those are ones for which we did not 

have the designator we were looking for -- it didn't have 

the CAG. 

It had a record but without the CAG number and so 

we just added it in. We just put that line down, but I 

think it is unknown. 

Q Okay. The highest number of contrac!t stations by 

CAG appears to be for CAG C, is that correct? 

At least -- well, I guess we should just start 

with the September 19, 1997 column. Let's just focus on 
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that for the moment. 

A Yes, I think it's true for all three ~columns 

though. 

Q Okay. Do you know why the number of #ZAG C 

contract stations is so much higher than for other CAGs? 

A No. 

Q Would you agree that the number of contract 

stations for CAG A would be the second highest number, at 

least for September 1997? 

A Yes. 

Q I guess you are going to give me the same answer 

you just gave. 

Do you have any idea why the CAG A number would 

be the second highest? 

A I really do not. We did not study CAG except to 

provide responses to OCA. 

Q Do you know whether there is a very :Large number 

of offices in CAGs K and L? 

A I think K is the highest. I don't think L is very 

high. 

Q Do you have any idea why there would be so few 

contract offices if CAG K has the largest number of offices? 

A I don't know. 

Q Could you turn to OCA Interrogatory 15, please, 

part (a). 
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COMMISSIONER LeBLANC: 50 or 15 

MS. DREIFUSS: 15, 1-5. 

THE WITNESS: Yes, I have it. 

BY MS. DREIFUSS: 

Q You present a small table at page 9 of 13 of that 

response. 

A Yes. 

Q Are the figures in the table based on the number 

of boxes in use or the number of boxes installed at 

classified and contract stations? 

A I believe that's the boxes in use. 

Q This would be boxes in use? 

A Yes. I have it noted here, boxes in use. 

Q Do you know whether the distribution of box sizes 

in contract stations would be the same as at classified 

offices? 

A No, I only have the box distribution by delivery 

group or fee group. 

Q Would you have any reason to expect the average 

number of boxes in use per contract station to be less than 

for classified offices? 

A No. 

Q Do you have any expectation about that one way or 

the other? 

A I have no expectations one way or the other. 
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MS. DREIFUSS: We have no further questions. 

CHAIRMAN GLEIMAN: Is there any followup? 

[No response.1 

CHAIRMAN GLEIMAN: No followup. Are there 

questions from there bench? 

[No response.] 

CHAIRMAN GLEIMAN: No questions from the bench. 

It does pay to come late in the day, in a sense. 

Redirect? 

MR. HOLLIES: I guess I'd like a very brief moment 

to consult. I think perhaps not, but I would like to check. 

CHAIRMAN GLEIMAN: Why don't you take: a minute to 

consult and then let us know if you need more time. 

[Discussion off the record.] 

MR. HOLLIES: The Postal Service has no redirect. 

CHAIRMAN GLEIMAN: There's no redirect. 

As is the case earlier, there can't be any 

recross, so Mr. Lion, we want to thank you for your patience 

and your appearance here today, and your contributions to 

our record, and if there's nothing further that you have to 

say, you're excused. 

THE WITNESS: Thank you. 

MR. HOLLIES: The Postal Service calls Mr. David 

Treworgy . Please note the pronunciation. It's as if -- 

well, if you broke it into two words, it might be a nasty 
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1 saying, but in fact that's how it's pronounced. 

2 CHAIRMAN GLEIMAN: I have a suspicion that as a 

3 Federal official I could get in a lot of trouble. I'll just 

4 try and pronounce your name correctly, sir. 

5 Whereupon, 

6 DAVID E. TREWORGY, 

7 a witness, was called for examination by counsel for the 

8 United States Postal Service and, having been first duly 

9 sworn, was examined and testified as follows: 

10 DIRECT EXAMINATION 

11 BY MR. HOLLIES: 

12 Q Mr. Treworgy, I've handed you two copies of what 

13 has been marked for identification as USPS-T-22, I believe; 

14 is that correct? 

15 A That's correct. 

16 Q Okay, that's the right number. And I ask, was 

17 that -- were those documents prepared by you or under your 

18 direction? 

19 A Yes, it was. 

20 Q Have you filed any errata, formal errata in this 

21 proceeding? 

22 A No, I have not. 

23 Q Do you have any other corrections for your -- for 

24 the testimony? 

25 A I have two minor corrections. 
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Q Could you tell us what they are, please? 

A Yes, the first is on page 9, Table 5. The step 

labeled Step 10 should be labeled Step 9. 

The second is in Appendix B on input isheet Bl, 

footnote 5 indicates references to USPS-T-5 -- ,or rather it 

says USPS-T-15; it should be T-5 instead of T-15. 

Q And have these changes been incorporated into the 

two copies of USPS-T-22? 

A Yes, they have. 

Q Were you to testify orally on direct testimony 

today, would your testimony be the same? 

A Yes, it would. 

MR. HOLLIES: With that, the Postal Service moves 

for admission of USPS-T-22 into the record. 

CHAIRMAN GLEIMAN: Are there any objections? 

[No response.] 

CHAIRMAN GLEIMAN: Hearing none, Mr. Treworgy's 

testimony and exhibits are received into evidence and I 

direct that they be accepted into evidence. As is our 

practice, they will not be recorded. 

[Direct Testimony of David E. 

Treworgy, Exhibit No. USPS-T-22 was 

marked for identification and 

received into evidence. 1 

CHAIRMAN GLEIMAN: Mr. Treworgy, have you had an 
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1 opportunity to examine the packet of designated written 

2 cross-examination that was made available earlier today? 

3 THE WITNESS: Yes, I have. 

4 CHAIRMAN GLEIMAN: If those questions were asked 

5 of you today, would your answers be the same as those you 

6 previously provided in writing? 

7 THE WITNESS: Yes, they would, with three minor 

8 exceptions. 

9 CHAIRMAN GLEIMAN: Could you tell us what they 

10 are? 

11 THE WITNESS: Yes, the first is to 

12 OCAUSPS-T 2-4-A. A The phrase "has been tested in two 

13 capacities" should be changed to "have been tested in two 

14 capacities." 

15 d The second is in USPS-u2-4-B. The phrase, "data 

16 was transmitted" should be changed to "data were 

17 transmitted." 

18 9 And the third of three is in OCA-USPS-u2-5-D. 

19 In the first paragraph, the phrase "regarding the proportion 

20 of transactions that are a one parcel+, two parcels," the 

21 word "a" should be removed. 

22 CHAIRMAN GLEIMAN: Have those changes been 

23 incorporated into the package, Counselor? 

24 MR. HOLLIES: They have. 

25 CHAIRMAN GLEIMAN: Two copies of the corrected 
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designated written cross-examination of the witness will be 

given to the reporter and I will direct that they be 

accepted into evidence and transcribed into the record at 

this point. 

[Designation of Written 

Cross-Examination of David E. 

Treworgy was received into evidence 

and transcribed into the record.] 
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BEFORE THE 
POSTAL RATE COMMISSION 

WASHINGTON, DC 20268-0001 

Postal Rate and Fee Changes, 1997 Do’zket No. R97-1 

DESIGNATION OF WRITTEN CROSS-EXAMINATION 
OF UNITED STATES POSTAL SERVICE 

WITNESS DAVID E. TREWORGY 
(USPS-T-22) 

The parties listed below have designated answers to interrogatories directed to witness 
Treworgy as written cross-examination. 

parfv Answer To Interrogatories 

OffIce of the Consumer Advocate OCA\USPS: 

United Parcel Service 

NDMSKISPS: 

UPS\USPS: 

UPSKJSPS: 
NDMSKISPS: 

OCAKJSPS: 

Interrogatories T22-1,2,3(a and b) 
4-11, 13-19,20(a) and (c-f), 
21-24,25(a and c), 26(a and c), and 
27-29. Also, re:jponses of witness 
Treworgy to interrogatories 
previously filed in Docket No. 
MC97-?, provided in the current 
proceedmg: OCA\USPS-T9-I 1, 13- 
15, 17-19,21-2:2. 

Interrogatories T33-20-22 
redirected from witness Sharkey. 
Interrogatories T22-l-12. 

Interrogatories T22-4,5,7,8,-g. 
Interrogatory 1’33-22 redirected 
from witness Sharkey. 
Interrogatories T22-3,5,6,9, and 
11. 

Respectfully submitted, 

aret P. Crenshaw 
Secretary 
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Page 1 of 5 

NDMSIUSPS-T33-20. Please refer to LR-H-114. Distribution of Priority Mali1 Volume into 
Delivery Method. 

a. 

b. 

Did you prepare, or participate in any way in the preparation of, LR-H-114? 

Unless your answer to preceding part (a) is an unqualified negative, please describe 
your role with respect to preparation and conduct of the study contai,ned in LR-H-114 

c. 

d. 

With respect to LR.,H-114, are you sponsoring that study? 

Please indicate whether any other witness in this docket is sponsorirlg LR-H-114 into 
evidence. 

RESPONSE. 

a-b. No. 

C. No. 

d. My understanding is that no other witness in this docket is sponsoring LR-H-114. 
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NDMSIUSPS-T33-21. Please refer to LR-H-114. 

a. Was the study in this library reference perfoned in-house by Postal Service personnel, 
or by an outside consultant? If the latter, please identify. 

b. When was the study commenced, and when did it conclude? 

C. Aside from producing the output data contained in Attachment 9 of the study, please 
indicate the purpose of the study in terms of Priority Mail rate and classification design. 

RESPONSE. 

a. The study in this library reference was performed in-house by Postcal Service personnel. 

b. The study was conducted in April 1997. The RPW data on which the study is based 

was collected during F’f 1994. 

C. The purpose of the study is to produce certain information presented in USPS-T-22, 

Input Sheet B-3: Operational Infonation. Specifically, the study provides estimates of 

the proportions of delivery confirmation mail items that are delivered by city carriers, by 

rural carriers, by box section clerks, and as firm holdouts. As explained in my testimony, 

these results are inputs into the analysis that estimates the unit cost of Priority Mail 

base delivery confirmation to be $0.1486 (see USPS-T-22, Worksh’eet B-8: Volume 

Variable Costs Summary). This unit cost estimate appears in USPS-T-33, exhibit 33N. 

line 17 and affects Priority Mail rate and classification design as explained in witness 

Sharkey’s testimony. 
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NDMSIUSPS-T33-22. Please refer to LR-H-114, Attachment 9, which consists of three 
pages containing the output data. 

a. Please provide a plain language interpretation of each SG-CODE at the top of each 
column on each page. (e.g., 011. 012, etc.) 

b. Please indicate whether, where, and how you used the results of th,is study in your 
testimony concerning Priority Mail. 

C. (i) What is the maximum weight of the various types of Priority Mail pieces carried by 
city delivery carriers on their regular routes (distinguish between city delivery routes as 
necessary), and (ii) what is the weight above which Priority Mail pieces are given to 
parcel post carriers responsible for parcel delivery? 

d. For Priority Mail pieces that are too heavy or too large for a city tamer on a regular 
route, and that instead receive parcel delivery, what is the average delivery cost for 
such pieces? 

e. What is the maximum weight of Priority Mail pieces carried by rural carriers? 

RESPONSE. 

a. SG CODE Description 
011 Small Firm Holdouts 
012 Medium Firm Holdouts 
013 Large Firm Holdouts 
014 Small Box Section 
015 Medium Box Section 
016 Large Box Section 
017 Business 8 Mixed 
021 Residential & Mixed Foot 
022 Residential Type Delivery 
023 Residential Motorized 
051 Parcel Post & Medium Size Parcel Post 
053 Multi-Carrier Parcel Post 
062 Multi-Canter Business 
063 Multi-Canier Business 
071 Multi-Canter Residential 8 Mixed 
072 Special Universal Codes 
061 Rural Delivery 
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091 CAG K & L Post Offices 
111 Small 8 Medium Special Delivery 
123 Large Special Delivery 
124 Registered & Certified Mail 
141 Film Processing Firms 

b. See my response to NDMSIUSPS-T33-21~. The results from the study are aggregated 

in the following manner to produce the information presented in USF’S-T-22, Input 

Sheet B-3: Operational Information. 

USPS-T-22 Input Variable 

Proportion of DC mail items 
delivered by city carriers 

SG Codes 

017,021,022,023,051, 
053,062,063,071,072, 
111,123.124,141 

Proportion of DC mail items 
delivered by rural carriers 

081 

Proportion of DC mail items 014,015.016,091 
delivered by box section clerks 

Proportion of DC mail items 
that are firm holdouts 

011.012,013 

Volume for USPS-T-22 
SG Codes Estimate 

539,319.035 70.09% 

68,699,379 8.93% 

753439,564 9.80% 

86,050,393 11.18% 

769,508,371 100.00% 

C. (i-ii) While beyond the scope of my testimony, I understand that a Priority Mail piece 

carried by a city delivery carrier on a foot route can be no bigger than a shoebox and/or 

must weigh 2 pounds or less. A Priority Mail piece carded by a city delivery carrier on a 

park and loop or mounted route can weigh up to 70 pounds, which i!; the maximum 
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weight of any Priority Mail piece accepted by the Postal Service (see USPS-T-33, page 

18, lines 5-6). Accordingly, a Priority Mail piece bigger than a shoebox and/or weighing 

more than 2 pounds is given to a parcel post carrier responsible for parcel delivery only 

when the delivery point is on a foot route. When the delivery point is on a park and loop 

or mounted route, a parcel post carrier is normally not responsible for delivery. 

d. While beyond the scope of my testimony, I understand that these costs have not been 

estimated as part of this filing. 

e. While beyond the scope of my testimony, I understand that the maximum weight of a 

Priority Mail piece carried by a rural carder is 70 pounds, which is th’e maximum weight 

of any Priority Mail piece accepted by the Postal Service (see USPS-T-33, page 18, 

lines 5-6). 
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OCAIUSPS-T22-1. Please refer to your testimony in Docket No. MC97-2 (USPS-T-g) and 
your testimony in Docket No. R97-1 (USPS-T-22). 

a. Please list all substantive differences between your testimony in Dolcket No. 
MC97-2 (USPS-T-g) and your testimony in Docket No. R97-1 (USPS-T-22). Give 
full citations to page and line. 

b. Please explain the reasons for the changes, giving particular attention to text and 
other material in your testimony in Docket No. MC97-2 (USPS-T-g) i:hat no longer 
appear in your testimony in Docket No. R97-1 (USPS-T-22). 

RESPONSE. 

a-b. The differences between my testimony in Docket No. MC97-2 (USPS-T-g) and 

Docket No. R97-1 (USPS-T-22) are caused by three environmental changes: 

1. The Postal Service has now determined to purchase over 300,000 hand-held 
scanners. Under this new operational environment, information for each DC mail 
item barcode will be captured at the delivery point with a hand-held scanner. By 
contrast, the DC proposal in Docket No. MC97-2 involved peel-off DC labels 
scanned at the end of the day in the office by the accountable clerk using the 
existing Express Mail (CIT) scanners. This operational change alters both the 
activities performed for delivery confirmation and the people performing them; each 
of these in turn impacts the costs for delivery confirmation. 

2. Docket No. R97-1 proposes offering delivery confirmation for Priority Mail in addition 
to Standard 8; Docket No. MC97-2 proposed the service only for the lalter of these. 

3. The base year changed from 1995 (Docket No. MC97-2) to 1996 (Docket No. R97-1). The 
test year shifted from 1997 (Docket No. MC97-2) to 1998 (Docket No. F!97-1). These 
changes required that many inputs be updated. 

The differences between my testimonies caused by these environmental changes are 

detailed below in a section by section analysis (page references are to the current 

testimony, USPS-T-22), 
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I. PURPOSE AND SCOPE OF TESTIMONY (page 1, line 1 to page 1, line 19) 

The purpose and scope of my testimony has expanded to provide two additional unit 

costs estimates, one for ‘Priority Mail base delivery confirmation” and one for” Priority 

Mail retail surcharge delivery confirmation” (page 1, lines 2-9). 

I also provide cost estimates of certain capital depreciation and program costs related to 

scanning equipment (page 1. lines 10-14). This was not necessary in my previous 

testimony because, under that operational environment, the Postal Service planned to 

utilize existing ClT scanners for delivery confirmation: 

II. NEW SCANNERS TO BE DEPLOYED BY THE POSTAL SERVICE (page 1. line 20 
to page 4. line 3) 

This section is entirely new; its purpose is to describe the new hand-held scanners the 

Postal Service plans to purchase. 

Ill. OVERALL APPROACH TO DEVELOPMENT OF COST ESTIMATES (page 4, line 4 
to page 4. line 19) 

This section did not change substantively between my testimony in Docket No. MC97-2 

and my current testimony. 
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IV. DELIVERY CONFIRMATION OPERATIONS (page 5, line 1 to page 10, line 20) 

A. Introduction 

This section did not change substantively between my testimony in Docket No. MC97-2 

and my current testimony. 

B. Acceptance Operations 

This section did not change substantively between my testimony in Docket No. MC97-2 

and my current testimony. 

C. Delivery Operations 

The substantive changes to this section reflect the different operational processes for 

barcode scanning with the new hand-held scanners. In table 2 of my Docket No. MC97-2 

testimony, the following actions: 

Step 2: Carrier peels off barcode label from parcel and affixes it to Form 3649. 
Step 5: Carrier turns in Form 3649 to accountable clerk along with other items 

such as collection box keys; funds collected for delivery of COD and 
postage due; and Certified, Registered, and Express Mail delivery 
receipts. 

Step 6: Scanning clerk scans DC barcode on Form 3649 in same manner as 
barcodes on Express Mail receipts to record final delivery. 

are replaced in Docket No. R97-1 with: 

Step 2: Carrier scans DC barcode, keys status as ‘delivered,” and verifies ZIP 
Code. 
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In table 3 of my Docket No. MC97-2 testimony, the following actions: 

Step 4: Scanning clerk scans DC barcode on undelivered parcel to record 
attempted delivery. 

Step 8: Window clerk peels off barcode label from parcel and affixes it to Form 
02. 

Step 9: After windows close for day, scanning clerk scans DC barcode on Form 
02 in same manner as barcodes on Express Mail receipts to record final 
delivery. 

are replaced in Docket No. R97-1 with: 

Step 3: Carrier scans DC barcode on attempted delivery item, keys status as 
“attempted,” and verifies ZIP Code. 

Step 8: Window clerk scans DC barcode, keys “delivered” status, and verifies 
ZIP Code. 

. 

Tables 4 and 5. which discuss comparable steps for the box clerk, exhibit similar 

changes that reflect the shift from peeling off barcodes from DC mail items to scanning 

the barcodes directly on the items with hand-held scanners. 

D. Provision of Delivery Confirmation Information to Mailers 

This section did not change substantively between my testimony in Docket No. MC97-2 

and my current testimony. 

V. DELIVERY CONFIRMATION VOLUME VARIABLE COSTS BY COST CATEGORY 
(page 11. line 1 to page 17, line 9) 

A. Introduction 

This section did not change substantively between my testimony in Docket No. MC97-2 

and my current testimony. 
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B. Postal Service Labor and Associated Non-Labor Costs 

The only substantive change to this section is in subsection (ii)(b). Unlike in Docket No. 

MC97-2. the number of transactions for activities in Docket No. R97-1 is proportional 

with volume, so there is no need for a coverage factor. Accordingly, “transactions” in all 

cases refers to the total volume handled by a specific activity. 

C. Non-Labor Costs 

The only substantive change to this section is in subsection (iii). In the previous 

testimony, both blank~and preprinted labels and Fons 3649 and 02 were to have been 

used. In Docket No. R97-1, only one label and no forms are necessary. 

Vi. SUMMARY OF DELIVERY CONFIRMATION VOLUME VARIABLE COSTS (page 17, 
line 10 to page 17. line 14) 

This section did not change substantively between my testimony in Docket No. MC97-2 

and my current testimony. 

VII. DISTRIBUTION KEY FOR SCANNER INFRASTRUCTURE CAPITAL AND 
PROGRAM COSTS (page 16, line 1 to page 16. line 16) 

This section was not included in Docket No. MC97-2 because existing CTT scanners 

were used to scan each mail piece; therefore no new equipment was required. In Docket 
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No. R97-1, over 300,000 scanners and related equipment are planned to b’e acquired by 

the Postal Service; this section of the testimony provides a summary of tho:se costs. 

APPENDIX A: SPECIAL STUDIES 

In Docket No. MC97-2, eight activities were measured by time and motion studies, while 

in Docket No. R97-2 only three of those eight activities are applicable. The following four 

activities are no longer applicable because of the changes in scanning procedures: 

Carrier peels off label from parcel and affixes it to Form 3849 
Box section clerk peels off label from parcel and affixes it to Form 02 
Window clerk peels off label from parcel and affixes it to Form 02 
Scanning clerk scans one barcode on Form 3649 or Form 02 

The following fifth activity is no longer applicable because full initialization time is used 

as a proxy for initializing the hand-held scanner rather than the DC-specific: initialization 

time: 

Scanning clerk initializes scanner (DC initialization time only) 

DELETED SECTION: VOLUME SENSITIVITY OF DELIVERY CONFIRMATION UNIT 
ATTRIBUTABLE COSTS (page 22, line 10 to page 23, line 9) 

This section does not appear in Docket No. R97-1 because unit costs associated with 

delivery confirmation are not sensitive to volume changes. In Docket No. MC97-2. 

initialization activities were not proportional to volume because only one in’itialization 

occurred per group of forms/parcels and therefore unit costs decreased as volume 
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increased. In Docket No. RQ7-1, the scanner must be initialized before each pi,ece is 

scanned and therefore unit costs remain constant even as volume increases. 

APPENDIX A: SPECIAL DATA COLLECTION STUDIES 

1 Crosswalk to R97-1 

MCQ7-2 (USPS-1 
Data Sheet A-l 

Dala Sheet A-2 

Data Sheet A-3 

Data Sheet A-4 

Data Sheet A-5 

Data Sheet A-6 

Data Sheet A-7 

’ Data Sheet A-6 

(USPS-T-22) 
9) Spreadsheets Spreadsheets 
!Zamer Peels Off Label Does not appear in 
From Parcel and R97-1 
4ffixes It to Form 3949 
iox Section Clerk Does not appear in 
Peels Off Label From R97-1 
Parcel and Affixes It to 
Form 02 
Window Clerk Peels Off Does not appear in 
Label From Parcel and R97-1 
Affixes It to Form 02 
Scanning Clerk Appears in Data Sheet 
Initializes Scanner A-l; “DC share of 

initialization” column 
deleted 

T 

Scanning Clerk Scans Appears in Data Sheet 
One DC Parcel A-2 
Scanning Clerk Scans Does not appear in 
One Barcode on Form RQ7-1 
3649 or Form 02 
Window Clerk Affixes Appears in Data Sheet 
DC Label to Pam! and A-3 
Scans Barcode 
Proportion of Standard Appears in Data Sheet 
B Items Undeliverable A-4 
by Box Section Clerk 

Reason for Change 
DC label remains on parcel 
and scanned by carrier at 
delivery point 
Gel remains on parcel 
and scanned by box section 
clerk at delivery point 

DC label remains on parcel 
and scanned by window clerk 

“Full initialization” used as 
proxy ,for scanner initialization 
time; “DC share of initialization’ 
(MCSi’-2) only necessary when 
Express Mail and DC items 
scanned concurrently 
No substantive change 

DC lalbel not removed from 
mail item, so Forms 3849 and 
02 not utilized 
No substantive change 

No substantive change 
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APPENDIX B: SUPPORTING SPREADSHEETS 

OC97-2 (USPS-T-Srreadsheets 
lput Sheet B-l Activity Transaction 

Times 

Additions/Deletions/ 
Changes in R97-1 
(USPS-T-22) Reason for Change 
1. Peel/stick activities 1, City and rural carriers, box 

and separate section clerks, and window 
scanning clerk not clerks scan all pieces at 
included delivery point 

2. Scanning time 2. An iriitialization and a scan 
(11.82) equals occur when each DC mail 
initialization time item scanned 
(9.36) + scan time 
(2.46) from Data 
Sheets A-l and A-2 

3. Box section clerk 
overhead time factor 3. New mail processing cost 
based on MODS cost memodology based on 
pools MODS cost pools 

4. Updated overhead 
time factors for city 4. Base year changed from 
carrier and window 19% (MCQ7-2) to IS96 
clerk (R97-1) 

Iput Sheet B-2 Wage Rates and 1. Accountable clerk 1, Carriers, box section clerks: 
Piggyback Ratios by information not and twindow clerks scan all 
Craft included mail pieces at delivery point 

- 

2. Updated wage rates 2.Test year changed from 
and piggyback ratios 1997 (MC97-2) to 1996 

(R97-1) 
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nput Sheet B-3 

npu! Sheet B-4 

nput Sheet B-5 

7put Sheet B-6 

Iput Sheet B-7 

Iperational Information 

/olumes 

.- 
‘ostmaster Costs 

:orporate Call 
Aanagement Costs 

.- 
nformation Systems 
:osts 

I. Updated number of 
delivery days 

!. Postal facilities with 
scanner not included 

). Delivery method 
information for 
Priority Mail used 
instead of Standard E 
(MCQ7-2) 

Vionty Mail DC volume 
electronic and manual) 
ncluded 
I. Updated postmasters 

cost per dollar of 
revenue 

!. Priority Mail base and 
retail surcharge 
columns included 

I. Corporate call 
management 
projected costs 
deflated to 1996 
dollars 

!. Proportion of DC 
manual service 
placing call to call 
center-updated 

I. Scans per DC mail 
item updated 

!. Priority Mail base and 
retail surcharge 
columns included 

I 

I 
I 

I : 

1. Test :year changed from 
1997 (MC97-2) to 1998 
(R97..1) 

2. All delivery points will be 
equipped with scanners 

3. MC97-2 proposed delivery 
confirmation for Standard B 
only; R97-1 proposes DC for 
Priority Mail and Standard B. 
Priority Mail accounts for 
most DC volume and 
therefore used as proxy for 
delivery method. 

W7-1 proposes DC for Priority 
Mail and Standard B 

1. Base year changed from 
1995 (MC97-2) to 1996 
(R97-1) 

2. R97-‘1 proposes DC for 
Priority Mail and Standard B 

1. Test :year changed from 
1997 (MC97-2) to 1996 
(R97..1) 

2. Base year changed from 
IS95 (MC97-2) to 1996 
(R97s.l) 

1. Total volumes and attemptea 
delivery volumes changed 
due t’c the addition of Priority 
Mail and therefore scans per 
parcel affected 

2. RQ7-i proposes DC for 
Priority‘ Mail and Standard B 
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nput Sheet B-8 

rvorksheet B-l 

Worksheet B-2 

‘Worksheet B-3 

Yorksheet B-4 

vorksheet B-5 

rVorksheet B-8 

rVorksheet B-7 

Yorksheet B-8 

Yorksheet B-S 

Supplies Costs 

- 
Delivery Activities 
rransaction Times 

/olumes by Delivery 
dethod 

--.- 
Delivery Activities 
rransaction Volumes 

Delivery Activities Unit 
:ost 
danual Acceptance 
rransaction Time 

Jlanual Acceptance 
rransaction Volume 
danual Acceptance 
Jnit Cost 
Jnit Attributable Costs 
summary 

lolume Sensitivity of 
Jnit Attributable Costs 

Page 10of 11 

)nly one type of DC in MCS7-2, peel-off blank and 
abel proposed. No cost preprinted labels provided to 
or Forms 3849 and 02. electronic and manual 

customers. In addition, all 
labels placed on Form 3849 or 
02. In R97-1. labels only 
provided to manual customers 
and no Forms 3849 and 02 
required because peel-off 
labels not used 

Jpdated activities and See explanations for input 
ransaction times (see sheet B-l 
fetail for input sheet 
3-1) 
Jpdated volumes by See explanations for input 
delivery method (see sheets B-3 and B-4 
fetail for input sheets 
3-3 and B-4) 
3ased on number of Numbfar of transactions for 
ransactions. which is some activities in MC97-2 did 
tqual to DC volume for not vary proportionally with 
!ach activity volumle and therefore a 

coverage factor was applied to 
detemiine number of estimatec 
transactions. Number of 
transactions for activities in 
R97-1 vary proportionally with 
volume and therefore no 
coverage factor required. 

same methodology as No substantive change 
X97-2 
Jpdated transaction See explanations for input 
ime (see detail for sheet B-l 
nput sheet B-l) 
same methodology as No substantive change 
AC97-2 
same methodology as No substantive change 
rlc97-2 
Worfty Mail base and R97-1 proposes DC for Priority 
etail surcharge Mail and Standard B 
xYumns included 
lees not appear in Unit costs do not vary with 
?97-1 volumle 
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APPENDIX C: DISTRIBUTION KEY FOR SCANNER RELATED AND PROGRAM 
COSTS 

This section is entirely new. In Docket No. MC97-2, no capital expenditures were 

necessary for the implementation of delivery confirmation because existing infrastructure 

(CTT scanners) was to have been used. In Docket No. R97-1. over 300,000 hand-held 

scanners and related equipment are planned for purchase; therefore these costs must 

be estimated. 

DELETED SECTION: APPENDIX C: DELIVERY CONFIRMATION LABELS AIND 
FORMS 

In Docket No. MC97-2, reproductions of three DC labels (manual DC label, electronic 

preprinted DC label, and blank DC label) and two forms (3849 and 02) were depicted. In 

Docket No. R97-1. only one label is used and no forms are used. The reason for these 

changes is that each DC mail item is scanned at its delivery point by a hand-held 

scanner. not by a CTT scanner in the office as in Docket No. MC97-2. 
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OCAIUSPS-T22-2. Please refer to your testimony in Docket No. MC97-2 (USFS-T-9) and 
your testimony in Docket No. R97-1 (USPS-T-22). At pages 1-2 of the latter, YOLI state that the 
Postal Service is in the process of purchasing~and deploying hand-held barcode scanners. 
Every city and rural carrier route will receive a dedicated scanner; other postal locations will 
receive them as well. “The Postal Service plans to deploy approximately 300,000 scanners over 
the next 18 months. It is planned that the scanners ultimately will serve a variety of purposes, 
including delivery and collection management, service performance measurement, and mail 
item information acquisition. Delivery contirmation, the focus of this testimony, is an example of 
mail item information acquisition.” 

a. Please give the date when the decision was made to use the new scanners for delivery 
confirmation (hereinafter, “DC”). 

b. Was there a belief that the technology as described in Docket No. MC97-2 to be used 
for DC was inadequate? Please explain. 

. c. Please submit all documents relating to the decision to use the new scanners for 
delivery confirmation. 

d. What other “mail item information acquisition” uses are planned for the scanner? Include 
in your response any such uses that are being considered as possibilities but for which 
plans are not yet established. 

RESPONSE: 

a. On May 8. 1997, the Board of Governors approved funds to purchase the carrier 

scanners and related infrastructure. 

b. There was not a belief that the technology as described in Docket No. hlC97-2 was 

inadequate for delivery confirmation. At the time of the filing of Docket No. MC97-2, the 

Board of Governors had not approved funding for the carrier scanners. While the 

technology described in Docket No. MC97-2 is adequate for delivery confirmation, it 

does not provide some mailers with as convenient service as does the lnew carrier 



. 
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scanner infrastructure (see also LR-H-247, Material Responsive to Interrogatory 

OCAIUSPS-T22-2c, Section 3.0 Alternatives). 

See LR-H-247. Material Responsive to Interrogatory OCAIUSPS-T22-2c. 

See USPS-T-22 (page 3. lines 10-14) for the other mail item information acquisition 

uses for the scanner. See also my response to UPSIUSPST224a. 
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OCAIUSPS-T22-3. Please refer to your direct testimony in Docket No. MC97-12 at 23, Table 
7. where you list final total unit attributable costs at $0.207541 for electronic DC and $0.495545 
for manual DC. In the earlier proceeding, the proposed rates for electronic and rnanual DC were 
SO.25 and $0.50, respectively. In your direct testimony in this docket, Table 7 at page 17, you 
show total volume variable unit costs as $0.1466 and $0.3349 respectively. In this proceeding, 
the proposed rates are $0.25 and $0.60. respectively. 

a. 

b. 

Please confirm. If not confirmed, please explain. 

It appears from the above figures that the ratio of manual DC to electronic DC costs has 
gone down between the two proceedings (from about 2.367/1.0 in Docket No. MC97-2, 
to 2.254/1.0 in this docket) but that the proposed fee ratios have gone in the opposite 
direction (from1 2.011.9 to 2.411.0). Please explain. 

c. What policy decisions entered into the proposed pricing of electronic delivery 
confirmation relative to manual delivery confirmation in this docket? Explain fully. 

d. Please~submit all documents relating to (c). 

RESPONSE: 

a. Not confirmed. My testimony in Docket No. MC97-2 estimated costs for electronic and 

manual delivery confirmation for Standard B mail items only, so the appropriate 

comparison is between the “Electronic” and “Manual” columns in the previous table 7 

and the “SBE DC” and “SBM DC” columns in the current table 7. The vo81ume variable 

unit cost estimates presented in the latter table are $0.1499 and $0.46411, respectively. 

As noted in the footnote to table 7 in the current filing. $0.3349 does not represent the 

volume variable unit cost of providing manual delivery confirmation for Priority Mail. 
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Rather, tt indicates only the cost of the “retail surcharge.” The total volum,e variable unit 

cost for manual Priority Mail delivery confirmation is $0.4835 ($0.1496 + $0.3349). 

b. See my response to OCAAJSPS-T22-3a for clarification on the relative costs of delivery 

confirmation between Docket No. MC97-2 and the current filing. 

cd. Redirected to witness Plunkett. 
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OCALISPS-T22-4. Please explain whether the computer software and hardware necessary 
for the proposed delivery confirmation beNice has [sic] been tested. 

a. Describe the nature of the testing. 

b. Describe the results of the testing. 

C. If any documents summarize the topics addressed in (a) and (b) herein, please supply 
them. 

RESPONSE: 

a. 

b. 

c. 

The computer software and hardware necessary for the proposed deliwery confirmation 

do 
kAd.?N 

service h s been tested in two capacities. In October and November of 1996, carriers in 

Florida were given hand-held scanners to be used for the scanning and transmission of 

delivery information. In addition, since 1996 several large shippers have been 

participating in an electronic Priority Mail delivery confirmation test to obtain delivery 

information. 

L&A-e 
In Florida, carriers successfully scanned barcodes and dataydtransmitted as part of 

delivery operations. The large shippers also successfully have been obtaining delivery 

information electronically. 

No formal documents were produced. Results were based on review of transmission 

data. 
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OCAIUSPS-T22b. In the instant case, you discuss the window acceptance study at pages 
A-3 to A-4, and use an “average baseline transaction time” for window acceptance of a parcel 
of 43.17 seconds. Please refer to your response in Docket No. MC97-2 to OC.AIUSPS-T9-2(b) 
There you differentiate the 43.17 seconds transaction time reported in your te!;timony from the 
La Morte testimony in Docket No. R90-1, which reported a “single transaction, weigh and rate” 
transaction time of 70.16 seconds. 

a. 

b. 

C. 

d. 

c. 

1. 

Do you have any alterations in the analysis presented in your response to OCAIUSPS- 
T9-2(b)? If so. please explain. 

In Docket No. MC97-5, Postal Service witness Brehm calculates retail transaction times 
for window parcel service using the La Morte study. See his direct testimony at 13, 
Table 5. Please explain why the Postal Service uses that study in one proceeding and 
disclaims it in another. 

You also differentiated the La Morte study on the basis that the study reported in your 
testimony involved relatively “clean” transactions. However, tt would seem that in actual 
practice, delivery confirmation will involve such real life situations as “extended 
greetings” and “requests.” Please comment on why the La Morte study would not be a 
more reliable indicator of actual transaction times. 

You further differentiated the La Morte study on the basis that “the 76.16 seconds 
includes multi-parcel transactions; my study timed only single parcel tr,ansactions.” 
However, we are unable to discern that the La Morte study involved multi-parcel 
transactions. See La Morte Direct Testimony at 24 in Docket No. R90-1, paragraph 3; 
La Morte Exhibit A-3, labeled “Profile of One-Element Transactions.” In any event, 
would not a study of transactions times based on single and multi-parcel transactions 
have been more representative of what can be expected on&s the delivery confirmation 
system is up and running? Please comment. 

The La Morte study had a weigh/rate sample size of 1,102 transactions. Your study 
used 124 observations. See your direct testimony herein at AA. Would you agree that, 
other things being equal, a study wlth a larger sample sire is more likely to be 
representative of the universe 01 transactions? 

La Mode describes a postal transaction as involving a “set-up” component (greeting the 
customer, listening to the request for rervicas. accepting money, and t.hanking the 
customer at the end of the transaction) and a “services” component (e.g., accepting a 
parcel). La Morte Direct Testimony in Docket No. R99-1 at 11-12. Do you agree wlh her 
methodology, and her conclusion that “on ,average, the time associated with this set-up 
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component is constant at 31.7 seconds across all transaction types?” La Morte Direct 
Testimony at 12. If not, why not? 

8. La Morte apparently included within total transaction time a certain aimount of time spent 
concluding the transaction “after the customer has paid and leff” (e.g., taking a parcel to 
a processing area for distribution). See La Morte Direct Testimony at 10. Did the 
acceptance study used in the instant proceeding also record this portion.of the 
transaction time? 

RESPONSE: 

a. No. 

b. My testimony does not disclaim the La Morte study. Witness Brehm’s methodology 

appropriately relies upon the La Morte study while my distinct approach appropriately 

does not. 

Both testimonies seek to accomplish a similar result, estimating the incremental (or 

delta) transaction time for a new service. In each case, the delta is estimated by 

comparing “before” and “after” transactions, that is, a transaction without the new 

service and a transaction with the new service. To insure accurate e,stimation of the 

delta between the two transactions, it is essential that the “before” and “aftet 

transactions be comparable in all respects except for the addition of the new service. 

In Docket No. MC97-5, the “after” transaction time recorded is that of a “mystery 

shoppe? conducting a transaction without the knowledge of the window clerk. Wfiness 
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Brehm was able to record actual, “mystery shopper” transactions because he observed 

an existing product (in contrast to delivery confirmation). My understanding is that 

witness Brehm considered the most appropriate “before” transaction time to compare 

with this time to be that presented in the La Morte study (76.16 seconds). Please see his 

responses to OCAIUSPS-T2-2b and OCAIUSPS-T2-3a in Docket No. MC97-5 for 

further clarification. 

In Docket No. R97-1, the “ahe? transaction time recorded is not that of a “mystery 

shoppel” conducting a tran’saction without the knowledge of the window clerk. Rather, 

the window clerk was fully aware that the transaction was being observed for a specific 

transaction. This was because delivery’confirmatibn was not an existilng service at the 

time of the study (in contrast to the proposed provisional packaging service). 

Consequently, transactions were simulated. The most appropriate “before” transaction 

time to compare with this time is a comparable, simulated transaction. 

. 

c. The La Motle study in many ways might provide a more reliable indicetor of actual tofal 

transaction times. However, the critical estimate for the purpose of delivery confirmation 

window ser.&x costs is not fore/ transaction time, but incremental transaction time for 

the clerk to handle DC-specific activkies. Stiuations such as extended greetings and 

requests occur whether or not the customer purchases delivery confirmation, and 
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consequently should not be included in the estimate of incremental transaction time for 

the special service. 

d. I agree that a study of transaction times based on single and multi-parcel transactions 

may be more representative of what can be expected once the delivery confirmation 

system is up and running. Conducting such a study, however, would require developing 

assumptions regarding the proportion of transactions that are 
/ 

one parcel, two parcels, 

three parcels, etc. in order to produce a weighted average transaction time. As a 

proposed new service, no such historical information is available for delivery 

confirmation. 

lf multi-parcel delivery confirmation transactions were to be studied, I expect that the 

acceptance process would exhibit some economies of scale. That is, as the number of 

parcels in a transaction increased, the incremental transaction time required for delivery 

confirmation would be not rise in proportion (e.g., the incremental DC. time for a 

two-parcel transaction would likely be less than twice the incremental DC time for a 

one-parcel transaction). My transaction time estimates do not capture these potential 

economies of scale. The implication is that, to the extent that multi-parcel DC 

transactions occur, my transaction time estimates (and correspondinQ costs) are 

conservatively high in the direction of fully covering volume variable costs. 
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e. Yes. However, it should be noted that the resutts of the La Morte study (wkh sample 

size 1,102) cannot be directly compared to the resutts of the delivery confirmation 

window acceptance study (sample size 124) because they measured different types of 

transactions. 

f. Yes. 

g. Yes. The time recorded for delivery confirmation transactions ended when the clerk was 

ready to begin serving the next customer. Some observed transactions included the 

lengthy time required for the clerk to leave the window, walk to the back room, place the 

parcel in the appropriate container, and return to the window. 
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OCA-USPS-T224 Please refer to your direct testimony at 9 where you state “All DC mailers 
may use the Internet to monitor the status of DC items.” See also your response to 
Interrogatory OCAIUSPS-TS-3 in Docket No. MC97-2, where you state that manual delivery 
confirmation customers will be able to obtain delivery confirmation via the Internet as well. 

a. Please describe how this system will work for manual delivery confirmation customers. 

b. Will a manual delivery confirmation customer be able to use the Internet to access the 
Postal Service Information Systems Service Center? 

C. If access to delivery confirmation information via the Internet will be possible for manual 
delivery confirmation customers, how will those costs differ from those using the 
corporate call management system? 

d. What proportion of manual delivery customers likely will use the Internet to obtain 
delivery confirmation information? 

RESPONSE: 

a. My understanding is that the system will work in similar fashion to the current process 

for Express Mail customem. Please refer to the appropriate screens at 

“www.usps.gov/cttgate” for details 

The Internet will provide manual customers with DC information, My understanding is 

that the source of this information is a database housed at the Postal Service 

Information Systems Service Center. 

c. While I have not developed estimates of the cost of obtaining delivery confirmation via 

the Internet. I expect that it would be less than that of using the corporate call 

management system. 
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d. While I do not have specific data on this proportion, I believe that Intelnet usage by 

manual customers is likely to be small at first but increase over time. 
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OCA-USPS-T22-7. Please refer to your response to Interrogatory OCANSPS-T94(a) in 
Docket No. MC97-2. OCA asked for the protocols or designs for two studies still relevant to the 
proposal, the scanning study and the window acceptance study. You stated that “[t]he protocols 
and designs for the studies are presented in appendix A; additional documenls beyond these 
have not been developed.” 

a. Appendix A to your direct testimony in both this proceeding and in Docket No. MC97-2 
provide results of the studies, as well as some description of how the cstudies were 
carried out. However, Appendix A does no! constitute a protocol or a design of any 
study. Study protocols or designs are normally formulated prior to the initiation of any 
study. Is it your testimony that the protocols and designs of the studies (e.g.. the 
instructions for carrying it out) were done orally? If it is not, please supply the documents 
requested intiially. 

b. Apparently Price Waterhouse assisted in carrying out the studies. See your direct 
testimony at A-3. Does Price Waterhouse have protocols or designs for the studies? If 
so, please request them and supply them for the record here. 

RESPONSE: 

a-b. While protocols and/or designs normally are formulated prior to a study, in this case, the 

studies were developed and carried out under time constraints severe enough to limit 

advance development. High quality, reliable results were ensured by two important 

characteristics of the data collection studies: 1) the protocols and designs were relatively 

straightforward in nature, and 2) the studies were carried out by a small cadre of data 

collectors who both designed and implemented the efforts. 
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OCPJUSPS-T22-8. Your response to OCA0JSPS-T22-l(a-b) in this docket r’eports that 
“Docket No. R97-1 proposes offering delivery confirmation for Priority Mail in a’ddition to 
Standard B; Docket No. MC97-2 proposed the service only for the latter of these.” In Docket 
No. MC97-2 we asked a series of questions aimed at why delivery confirmation was not being 
offered for First-Class Mail, Priority Mail, Periodicals Mail, and Standard A Mail. Due to the 
termination of that proceeding. answers to OCAIUSPS-TS-11-22 were never nceived. 

a. Please supply answers to OCA/USPS-TS-11-22 (except for Interrogatories 12. 16 and 
20, which relate specifically to Priority Mail). Please note that page nurnber references 
have changed between proceedings; please ascribe the interrogatorie!;’ page references 
to your direcl testimony in Docket No. MC97-2 to the corresponding direct testimony 
offered in this docket. 

b. Was consideration given to offering delivery confirmation for First-Class Mail, Periodicals 
Mail, and Standard A Mail? If so, please describe. If not, why not? 

C. Please submit all documents relating to the inquiries in (b). 

RESPONSE: 

a. My responses to interrogatories OCAIUSPS-TS-11-22 (except for 12,16 and 20), Docket 

No. MC97-2. are attached to this response. 

b. As with most decisions, no single factor controlled the Postal Service’s decision to 

provide delivery ‘confirmation only for Priority Mail and Standard B. Decision making is 

inherently a subjective mix of factors. The goal of delivery confirmation is to meet the 

needs of expedited and package mailen. The proposed delivery confirmation service for 

Priority Mail and Standard B is designed to satisfy these mailers. 
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C. The Postal Service’s decision was affirmative in nature--that is, to provide delivery 

confirmation to expedited and package mailers. As such, my understalnding is that no 

documents address extending delivery contirmation to other types of mail. 

. 
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OCAIUSPS-T22-9.. Please refer to your testimony at page 1, lines 10 and 11, concerning the 
estimate of certain costs related to scanning equipment. 

a. Please confirm that the Postal Service has awarded a firm-fixed price contract to 
Lockheed Martin Federal Systems (herein Lockheed Martin) for scanners. If you do not 
confirm, please explain. 

b. Please confirm that the contract to Lockheed Martin was valued at 9219 million. If you 
do not confirm. please explain and provide the correct figure. 

C. Please confirm that the contract to Lockheed Martin was for the purchase of 300,000 
scanners. If you do not confirm, please explain and provide the correct figure. 

d. Please confirm that the contract to Lockheed Martin will involve the integration and 
deployment, and in-office computer systems infrastructure, of scanners at 32,000 postal 
facilities, If you do not confirm. please explain and provide the correc:t figure. 

RESPONSE: 

a. Confirmed. 

b. Confirmed. 

C. Confirmed. 

d. Not confirmed. The contract to Lockheed Martin will involve the ‘integration and 
deployment, and in-office computer systems infrastructure, of scanniers at more than 
32,000 postal facilities. 



1241 

U.S. POSTAL SERVICE WITNESS DAVID E. TREWORGY 
RESPONSE TO INTERROGATORIES OF OFFICE OF THE CONSUMER ADVOCATE 

Page2of12 

OCAIUSPS-T22-10. Please refer to your Worksheet C-l, concerning the scanning 
infrastructure capital and program costs. 

a. Please confirm that the capital and program costs listed in Workshefet C-l can be 
characterized as the purchase, deployment and integration of scanners, and 
development of in-office computer systems infrastructure. If you do Inot confirm. please 
explain. 

b. Please confirm that figure. $185.543.800, represents the estimated ,total capital and 
program costs. If you do not confirm, please explain. 

RESPONSE: 

a. Partially confirmed. The capital and program costs listed in Worksheet C-l include the 

purchase, deployment and integration of scanners, and development of in-office 

computer systems infrastructure. In addition, the’worksheet includes call center 

development, training, and other miscellaneous costs See also my response to 

UPS/USPS-T22-7. 

b. Not confirmed. The figure $185543.800 represents only those capital and program 

costs projected to affect the Test Year. 
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OCAIUSPS-T22-Il. Please refer to your Worksheet C-l. concerning the scanning 
infrastructure capital and program costs. Please confirm that the estimated ‘Total capital and 
program costs” of $185.543,800. and the $218 million contract awarded to Lockheed Martin are 
comparable figures. If you do not confirm, please explain the relationship of these two figures. 
and reconcile any differences. 

RESPONSE: 

Not confirmed. The $218 million Lockheed Martin contract includes only capital costs, not 

program costs. Thus, any comparison with Worksheet C-l must be restricted to the 

$65.313,200 in capital costs rather than the $185543.800 total capital and program costs 

The $218 million figure differs from the $65.3 million figure in two ways. First, $65.3 million 

represents only those capital costs estimated to be reported as depreciation in the Test Year; 

S218 million represents a total purchase amount, not an appropriate deprec,iation figure. 

Second, the capital purchases procured through the Lockheed Martin contr,act represent a 

subset of all capital purchases planned for the delivery confirmation program. 
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OCAIUSPS-T22-13. Please refer to Input Sheet B-3, and the 5 percent of delivery 
confirmation mail items undeliverable by carrier. 

a. Please confirm that the 5 percent of delivery confirmation items undeliverable by the 
carrier refers to both city and rural carriers. If you do not confirm, please explain. 

b. Please identify the “several sources” indicated in note 2 to Input Sheet B-3 that were 
reviewed in developing this estimate. If those sources are documents not provided with 
the Postal Service’s request in this proceeding, please provide a copy of each such 
document. If those sources are Postal Service employees, or contractors of the Postal 
Service, please identify those employees or contractors. 

C. Please identify and explain those considerations that lead you to believe the 5 percent 
figure represents a reasonable estimate. 

d. Is it your testimony that 95 percent (1 - .05) of Standard 6 and Priority Mail items are 
delivered by city and rural carriers? If you answer in the negative, please explain. 

RESPONSE: 

a. Confirmed. 

b. The sources were not specific documents. Rather, I spoke with Postal Service Delivery 

personnel and Price Waterhouse data collectors who rode with city and rural carriers. 

Knowledgeable officials in Delivery provided information which was either specific to one 

mailer or which was not fully representative of all delivery situations. IPrice Waterhouse 

data collectors offered first hand knowledge from riding with city and rural carriers in 

Florida and Northern Virginia, but no specific information on undeliverable Standard B 

and Priority Mail was collected, 
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C. Information from Postal Service Delivery personnel and Price Waterhouse data 

collectors (as discussed in OCANSPS-T22-13b) in conjunction with personal 

observation have led me to believe that the 5 percent tigure represents a reasonable 

estimate for undeliverable items by city and rural carriers. 

d. Confirmed, based on my understanding of the question. To clarify, it is my testimony 

that approximately 95 percent of Standard B and Priority Mail items addressed to 

customers served by city and rural carriers are successfully delivered by the carrier. It is 

not accurate to say that approximately 95 percent of Standard B and Priority Mail items 

are delivered by city and rural carriers because a substantial portion are delivered to PO 

boxes, over the window, and through other means. 
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OCAIUSPS-T22-14. Please refer to Worksheet B-3, and the figures. 12346,993 and 
4,478,707, in the column entitled “Transactions”, and Worksheet B-2. 

a. Please confirm that the figure, 12,346.993. is obtained from the box section “Delivered” 
volume of 4.112.282 plus the firm holdouts “Delivered” volume of 6.86’1,985 plus the 
firm holdouts “Attempted” volume of 1,372.726 from Worksheet B-2. I’f you do not 
confirm. please explain. 

b. Please confirm that the figure. 4.478.707. is obtained from box section “Attempted” 
volume of 3.105,980. and the firm holdouts “Attempted” volume of 1.372.726 from 
Worksheet B-2. If you do not confirm. please explain. 

C. Please explain the rationale for including the firm holdouts “Attempted” volume of 
1.372.726 in the “Transactions” figure of 12.346.993. 

d. Please explain the rationale for having the box section clerk scan the firm holdouts 
“Attempted” volume twice. 

RESPONSE: 

a. Confirmed 

b. Confirmed 

c-d. The box section clerk does not scan the firm holdoutr “Attempted” volume twice per se; 

the first time is an attempted scan, the second time is a delivered scan. The inclusion of 

the “Attempted” volume of 1,372.726 in the “Transactions” figure of 4,478,707 

represents the attempted scan for the 1,372,726 items that cannot be successfully 

delivered the day they arrive at the delivery unit. The inclusion of the “Attempted” 
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volume of 1.372,726 in the “Transactions” figure of 12.346,933 represents the delivered 

scan of the same 1,372,726 items that were previously unsuccessfully delivered. 

Note that in Worksheet B-3, the number of transactions for ‘Window clerk scans 

delivered DC mail item barcode” is the sum of “Attempted” volume for city carriers, rural 

carriers, and the box section. Each of these “Attempted” volumes appears twice in the 

worksheet; once to represent the attempted scan and once to represent the delivered 

scan. Similarly, firm holdouts “Attempted” volume also appears twice as explained 

above 
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OCAIUSPS-T22-15. Please refer to Input Sheet B-7, and the “Scans per delivery confirmation 
parcel.” Please confirm that the ratio of 1,1003 reflects the fact that 1) for parcels where 
delivery is effected by the carrier, the delivery confirmation barcode will be scanned once by the 
carrier, and 2) for parcels where delivery is attempted by the carrier;the delivery confirmation 
barcode will be scanned twice, once by the carrier when delivery is attempted and a second 
time when the parcel is “delivered” to the recipient by the window clerk. If you do not confirm. 
please explain. 

RESPONSE: 

Confirmed 
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OCAIUSPS-T22-16. Please refer to Input Sheet B-7, and the “Mailer manifest toll-free line 
charge” of SO.0008. Please show the derivation of this figure. Please show all calculations and 
provide citations to any figures used. 

RESPONSE: 

Part 1: Set-up costs Source 
1 Set-up time/call 1 minute USPS Information Systems 
2 Toll charge/minute $0.07 USPS Information Systems 
3 Set-up cost/call $0.07 Line 1 l line 2 
4 Number of customers 39 USPS LR-H-163, p. 222 
5 Dial-up days 250 5 days/week excluding holidays 
6 Daily dial-ups/customer 2 1 upload and 1 download/day 
7 Annual set up costs $1,365 Line 3 l line 4 l line 5 l line 6 

Part 2: Data transmission costs Source 
8 Transfer rate (records/minute) 1,500 USPS Information Systems 
9 

10 
11 
12 

13 

14 

15 

16 
17 

Volume of Standard B electronic 
delivery confirmation 
Daily upload volume/customer 
Daily upload time/customer (minutes) 
Daily download volume/customer 

Daily download time/customer 
(minutes) 
Total daily transfer time/customer 
(minutes) 
Annual data transfer time/customer 
(minutes) 
Annual data transfer CosWCuStOmer 
Total annual data transfer cost 

4.404,949 
452 

0.301 
4.518 

3.012 

3.313 

828 Line 14 l line 5 
$58 Line 15 l line 3 

S2,261 Line 16 l line 4 

USPS-T-22 Input Sheet B4 
Line 9 I (line 4 l line 5) 
Line 10 I line 8 
Line 10 * 10 (assumes each 
customer retrieves previous 10 
days records each day) 
Line 12 I line 8 

Line 11 + line 13 

Part 3: Unit volume variable cost calculation Source 
18 Set-up costs $1,365 Line 7 
19 Data transmission costs $2,261 Line 17 
20 Total $3,626 Line 16 + line 19 
21 Volume variable unit cost $0.0008 Line 20 I line 9 
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OCAIUSPS-T22-17. Please refer to your response to OCAIUSPS-T22-1, at page 11, and 
Exhibit C-2 in your testimony from Docket No. MC97-2. 

a. In your response to OCAIUSPS-T22-1, you state that “only one label is used _” 
Please confirm that the label identified in your response is the label shown in Exhibit C- 
2. If you do not confirm. please explain and provide a copy of the label identified. 

b. With respect to Standard B parcels, please confirm that the delivery confirmation label 
must be affixed to the parcel on the same side as the address block and postage. If you 
do not confirm. please explain. 

C. For a Standard B parcel that is too small to accommodate on the same side of that 
parcel the address block, postage and delivery confirmation label, please explain where 
on the parcel the Postal Service proposes to place the delivery confirmation label. 

d. Please provide an estimate of the number of delivery confirmation Standard B parcels 
for which the side of the parcel containing the address block and postage will also be too 
small to accommodate the delivery confirmation label. 

RESPONSE: 

a. Not confirmed. The label identified in my response is not the label shown in Exhibit C-2; 

rather, it is similar to that shown in Exhibit C-3. I am unable to supply a copy of the label 

identified beyond referring to Exhibit C-3 because the Postal Service has not yet 

finalized the graphic design of the label. 

b. Confirmed. To clarify, as much of the delivery confirmation label as possible should be 

affixed to the side of the parcel with address block and postage. 

C. It is proposed that as much of the delivery confirmation label as possible should be 

placed on the side of the parcel containing the address block and postage. As long as 
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some portion of the label is visible on the side with address block and postage and the 

label can be easily identified by a postal employee and scanned as delivery 

confirmation. the size of the Standard B parcel will not affect successfLll delivery 

confirmation. 

d. All Standard B parcels should be able to accommodate a delivery confirmation label, 

Please see my response to OCNUSPS-T22-17~. 
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OCAIUSPS-T22-18. Please refer to LR H-247, Delivery Confirmation lnfrastru’cture 
Acquisition. It is stated: 

Federal Express (FedEx), UPS, and Roadway Package System (RPS) 
have all used infonation technology to increase their competitive 
positions, FedEx and UPS spend $500 to $750 million annually on track 
and trace and other related information technology. Analysis of 
competitors’ market share suggests that information about delivery statu,s 
helped them to sustain higher levels of growth than would have occurred 
with service improvement alone. Market research shows that a similar 
effect may be expected for Priority Mail when delivery confirmation is 
implemented. 

Please submit all market research documents showing that “a similar effect may be expected 
for Priority Mail when delivery confirmation is implemented.” For commercially sensitive 
information, OCA will agree to appropriate protective conditions. 

RESPONSE: 

Please see LR-H-166,, Priority Mail Delivery Confirmation Market Response Research, 



1252 

U.S. POSTAL SERVICE WITNESS DAVID E. TREWORGY 
RESPONSE TO INTERROGATORIES OF OFFICE OF THE CONSUMER ADVOCATE 

Page2of15 

OCMJSPS-T22-19. In your direct testimony at page 2, you state: “It is planned that the 
scanners will serve a variety of purposes, including delivery and collection management. 
service performance measurement, and mail item information acquisition. Delivery contirmation, 
the focus of this testimony, is an example of mail item information acquisition.” On pages 2-3 of 
your direct testimony, you discuss various delivery and collection management and service 
performance measurement uses of the scanning system. 

a. Please describe fully when all delivery and collection management and service 
performance measurement uses of the scanning system will be implemented. 

b. Please describe fully how the other uses of the scanning system discussed in (a) are 
reflected in the Scanning Infrastructure Capital and Program Costs set forth in 
Worksheet C-l. 

RESPONSE: ’ 

a. Please see my response to UPS/USPS-T22-2. 

b. Service performance measurement requires no special infrastructure beyond that 

developed for delivery confirmation. Accordingly, Worksheet C-l includes no associated 

costs and no additional costs are expected to be incurred. 

Collection management utilizes the same basic software design as delivery 

confirmation. Accordingly, the cost of this software is included in Worksheet C-l in the 

“Information systems” line under “Program costs.” Other costs associated with collection 

management will be funded separately from those amounts presented in 

Worksheet C-l. 
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Delivery management utilizes the same software as collection management; 

accordingly, these costs are reflected in Worksheet C-l. As stated in my response to 

USPIUSPS-T22-2. delivery management requires supplemental equipment to work in 

conjunction with the scanners. The cost of this supplemental equipment is not retlected 

in Worksheet C-l as the Postal Service plans to procure this equipment separately. 
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OCAIUSPS-T22-20. At page 18 of your direct testimony, you state: “I have developed certain 
capital and program costs for the scanner infrastructure program . ” You also refer to 
Worksheet C-l, Scanning Infrastructure Capital and Program Costs. 

a. Are these “certain capital and program costs for the scanner infrastructure program” a// 
the capital and program costs for the scanner infrastructure, or are other costs of the 
scanner infrastructure being distributed elsewhere? Please discuss fully. 

b. Please provide all documents relating to your development of “certain capital and 
program costs for the scanner infrastructure program” that you consulted or generated, 
and that have not previously been submitted to this docket. 

C. Referring to Worksheet C-l, please discuss how and why you distributed costs to 
“Overall carrier cost system” each time you did so. 

d. Worksheet C-l shows total capital costs (in thousands) of $65,313.2 and program costs 
(in thousands) of $120543.8, for the test year. However, LR H-247 states: “Capital 
investment of $628.1 million and expense investment of $78.2 million, totaling $764.3 
million, are recommended to acquire and implement the proposed delivery confirmation 
system. Of this investment, $541.4 million will be used to acquire carrier scanners. 
.” Please reconcile the Worksheet C-l figures and the LR H-247 figures, showing the 
derivations of any such reconciliation. 

e. When H-247 was first distributed within the Postal Service, were there any attachments 
to it? If so, please provide them to the extent they have not been submitted to this 
docket. 

f. 

o- 

What was the purpose of H-247 institutionally within the Postal Service? 

Please provide all documents relating to return on investment of the proposed delivery 
confirmation. 

RESPONSE: 

a. These “‘certain capital and program costs for the scanner infrastructure program” 

represent all the capital and program costs for the scanner infrastructure. 
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b. An objection to this question has been filed. 

C. Costs related to carrier scanners (including support and maintenance) are considered 

variable to the same degree as the carrier cost system as a whole. This approach is 

followed because the cost driver for scanners is the number of city and rural route 

routes. Since each route will receive one scanner, the scanner costs will vary directly 

with the carrier cost system. When one new route is added, one new scanner will be 

purchased. Accordingly, the distribution of scanner costs should mirror the overall 

carrier cost system. 

Mechanically, this distribution is achieved in Worksheet C-2 by adding Cost Segments 6, 

7, and 10 (all which relate to city and rural carriers) and then using the result to compute 

a distribution key for the $51,851,000 of costs which are volume variablle with respect to 

delivery confirmation. 

d. Worksheet C-l and LR-H-247 present financial information which is not directly 

comparable. Worksheet C-l presents estimated Test Year capital and program costs. 

LR-H-247, by contrast, refers to estimated total capital and expense investments for all 

relevant years, not just the Test Year. See also my response to OCAIIJSPS-T22-11. 
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e. 

f. 

9. 

A partial objection to this question has been fifed. Please see Attachment A for a 

redacted version of the delivery confirmation cash flow summary. 

LR-H-247 summarizes the business case for delivery confirmation to the Board of 

Governors. Based on this management information, the Board approved the funding for 

the delivery confirmation infrastructure acquisition. 

An objection to this question has been tiled 



Altachmcnl A 

Delivery Confirmation Cash Flow Summary 
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OCAIUSPS-TZZ-21. Please confirm that at Table 7, you show information systems costs per 
transaction to be $0.0047 for Priority Mail electronic delivery confirmation (PME3 DC) and for 
Standard B electronic delivery confirmation (SBE DC). If not confirmed, please explain. 

a Please show how you derived these costs per transaction in the test year. Include in 
your derivation a complete explanation of how the capital and program costs in 
Worksheet C-l were calculated for the test year. If depreciation methods were used, 
please explain those methods fully, and why they are appropriate for these types of 
capital and program expenditures 

b. Would the derivation in (a) employ the projected volumes of 4.404,949 for SBE DC and 
7.047.652 for PMB DC, as those volumes are set forth at input Sheet B-4? Please 
explain. 

RESPONSE: 

Not confirmed. Information systems costs per unit (units and transactions may not always be 

interchangeable terms) are $0.0047 for PMB DC and SBE DC 

a. Input Sheet B-7 presents the derivation of the $0.0047 information systems unit cost. 

The components of this cost estimate can be considered neither capital nor program 

costs; accordingly, the amount includes no such costs from Worksheet C-l. 

b. The derivation discussed in (a) employs the projected volumes of 4.404,949 for SBE 

DC, but not the 7947.652 for PMB DC. Please see my response to OCAIUSPS-T22-16 

(line 9 refers to “Volume of Standard B electronic delivery confirmation” of ‘4,494,949”) 

for an explanation oihow this projected volume is used in the development of the 

“Mailer manifest toll-free line charges” line item in Input Sheet B-7. 
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OCAIUSPS-T22-22. Please refer to your response to OCAIUSPS-T22-6(c): ‘While I have not 
developed estimates of the cost of obtaining delivery confirmation via the Internet, I expect that 
it would be less than that of using the corporate call management system.” 

a. Confirm that in Table 7 of your direct testimony, you assign corporate call management 
costs of $0.0647 for a manual delivery confirmation transaction. If not confirmed, please 
explain. 

b. Confirm that a customer using the Internet to obtain delivery confirmation information 
will not cause the Postal Service to incur these costs. If not confirmed. please explain. 

C. Would the costs to the Postal Service of a customer using the Internet to obtain delivery 
confirmation information be similar to those for electronic delivery confirmation? For 
Express Mail? Please discuss. 

RESPONSE: 

a. Confirmed. 

b. Confirmed 

C. I have not studied the cost to the Postal Service of a customer using the Internet to 

obtain delivery confirmation information. Accordingly, I am unable to estimate how these 

costs would relate to comparable costs for electronic delivery confirmation. 

Based on my understanding of the operational process of obtaining information from the 

Internet (please see my response to OCAIUSPS-T22-Sa), I would expect that the cost to 

the Postal Service of a customer obtaining delivery confirmation for Stalndard B and 

Priority Mail would be similar to that of Express Mail. 
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OCAIUSPS-T22-23. Describe all operational difficulties, if any, that would be encountered by 
the Postal Service if, in addition to electronic delivery confirmation, it offered two forms of 
“manual” delivery confirmation, one using Internet tracking (similar to that used for Express 
Mail) and one using telephone tracking (i.e., using the corporate call management system). 
Under this hypothetical dual system for manual delivery confirmation, the customer would be 
charged different rates (and, potentially, a lower rate for Internet tracking). If you need to make 
further assumptions to complete the hypothetical, please state what those are. 

RESPONSE: 

I have not studied the possibility of offering two forms of “manual” delivery confirmation, but 

there might be several operational difficulties that would impact cost and service. Costs could 

increase for two reasons. First, retail procedures could be more complicated (increasing 

transaction time and cost) because additional explanation of delivery confirmation by clerks tp 

customers could be required. Second, label costs could increase due to the necessity of 

stocking two types of labels at the retail window. 

Customer service could also be adversely affected for similar reasons. A customer may be 

confused by the offering of two similar products and, consequently, purchase a product which 

does not meet her needs. Moreover, the presence of two similar sets of delivery confirmation 

labels could increase the likelihood of the clerk using the wrong label, resulting in the customer 

being unable to access the delivery confirmation information in the manner she requested. 
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OCAIUSPS-T22-24. At Input Sheet B-6, corporate call management project attributable costs 
are said to be $288676,217. The figure refers one to footnote 3, which states: “Based on 
information provided by USPS Marketing Department for FY 1999 full up corpor,ate call 
management project budget”. 

a. Please describe in full the derivation of these corporate call management project 
attributable costs. 

b. Please provide all documents from the Marketing Department that you consulted in the 
preparation of your testimony on these costs. 

RESPONSE: 

a-b. The following spreadsheet, which reproduces all salient information provided in various 

forms by officials in the Postal Service Marketing Department, presents the derivation of 

corporate call management project volume variable costs of $288576,217 

Corporate Call Management Volume Variable Costs 

centers 
82.080.300 

Learning Total 1999 Annual 
budget detlator 

$5.076.700 3.80% 
2.50% 
2.50% 
2.50% 
2.50% 
2.50% 
2.50% 
3.40% 

Total 1999 
budget 

deflated to 

8124;500 
$14,600 

8287,900 
S4948.200 
$2,254.200 

Sl58.5:: 

$4;072;300 
$14,600 

S4,705,700 
$154,444.100 

$9.633,300 
$150.800 

$2.727.300 

1998 
$4.890.848 
$3,972:976 

$14.244 
$4,590,927 

$150,877,171 
89,398,341 

$147,122 
$2,837,621 

Cost element 
Labor 
Supplies 
Furniture 8 equipment 
Services 8 maintenance 
Contractual services 
Rent 
Travel 
Utilities 
Depreciation 
Communications 
Total 

Call centers 
%2,996,400 
$3,947,800 

$4.417.8:: 
$149,497,900 

$7.379.100 
$150,800 

$2.570.800 
$34.803,300 5953.300 835,758:800 2.50% $34.884.488 
573,677.480 S3.885.000 $77,382,480 O~.OO% $77.362,480 

$279,441,380 S14,502,500 $293943,880 $288576,217 
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OCAIUSPS-T22-25. Please refer to your Worksheet C-2. 

a. In the column “CS 6 & 7,” please confirm that the ‘Total Costs” figure of $11,461,475 is 
the Base Year (herein BY) accrued cost of Cost Segments 6 8 7. If you do not confirm, 
please explain. 

b. Please confirm that the BY accrued cost of Cost Segments 6 8 7 is $11.,461,471, found 
in W/S 6.0.4 of USPS-T-5, WP B. If you do not confirm, please explain. 

C. Please identify the source for, and provide citations to, all figures in the column 
“CS 6 8 7.” 

RESPONSE: 

a. Confirmed, 

b. Redirected to witness Alexandrovich. 

C. USPS-T-5 Exhibit USPS-5A, Costs Segments and Components Base Year 1996. 
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OCAIUSPS-T22-26. Please refer to your Worksheet C-2. 

a. In the column “CS 10,” please confirm that the ‘Total Costs” figure of S3.377,062 is the 
BY accrued cost of Cost Segment 10. If you do not confirm, please explain. 

b. In the column “CS 10.” please confirm that the “Attributable figure” of $1.509,965 is the 
sum of $1,373,846 (Evaluated Routes) and $136,139 (Other Routes) from W/S 10.0.1 of 
USPS-T-5, WP B. If you do not confirm, please explain. 

C. Please identify the source for, and provide citations to, all figures in the ‘column “CS 10.” 

RESPONSE: 

a. Confirmed, 

b. Redirected to witness Alexandrovich 

C. USPS-T-5, Exhibit USPS-SA, Costs Segments and Components Base Year 1996. 
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OCAIUSPS-T22-27. Please refer to your Worksheet C-2. Please confirm that, in the Base 
Year. you are distributing 0.002217 percent, or $1,150, of the volume variable scanning 
infrastructure capital and program costs to post oftice boxes. If you do not confirm, please 
explain. 

RESPONSE: 

Confirmed. 



1265 

US. POSTAL SERVICE WITNESS DAVID E. TREWORGY 
RESPONSE TO INTERROGATORIES OF OFFICE OF THE CONSUMER ADVOCATE 

Page14of15 

OCA/USPS-T22-28. Please refer to your testimony at page 1. Please confirm that delivery 
confirmation service will be provided only to Ptiority Mail and Standard B customers. If you do 
not confirm. please explain. 

RESPONSE: 

Confirmed. 
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OCMJSPS-T22-29. Please refer to your Worksheet C-Z. 

a. Please confirm that the $51,851,000 of volume variable Scanning Infrastructure Capital 
and Program Costs are distributed to the mail classes and services identified in 
Worksheet C-2. If you do not confirm, please explain. 

b. Please confirm that the $51,851,000 of volume variable Scanning Infrastructure Capital 
and Program Costs are distributed to determine Base Year attributable costs for the mail 
classes and services identified in Worksheet C-2. If you do not confirm, please explain. 

C. Please explain the rationale for distributing $51245,900 ($51,851.0 - (S420.8 + $1843)) 
of volume variable Scanning Infrastructure Capital and Program Costs to mail classes 
and services that are ineligible for delivery confirmation service. 

d. Please identify Postal Service witnesses that utilize the figures in the column 
“Distributed amount.” 

RESPONSE: 

a. Not confirmed. The $51.851.000 of Scanning Infrastructure Capital and Program Costs 

are total costs. A subset of this total, $24.590,800, represents the volume variable 

portion, which is distributed to the mail classes and services in Worksheet C-2. 

b. Not confirmed. The $51,851,000 of volume variable costs are used in the roll forward to 

determine Test Year 1998 before rates costs, not Base Year 1996 costs 

C. Please see my response to OCAIUSPS-T22-20~. 

d. Witness Patelunas (USPS-T-15). 
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OCAIUSPS-TS-11. Please oonfin that extension of manual delivery confirmation to First- 
Class Mail would involve substantially the same acceptance operations outlinecl at pages 5-6 of 
your testimony. If you are unable to confirm, please explain your answer in detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual delivery confirmation to First-Class 

Mail. The acceptance procedures developed for Standard B and Priority Mail may also be 

applicable to First-Class Mail. 
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OCAIUSPS-TS-13. Please confirm that extension of manual and/or electronic delivery 
confirmation to Periodicals Mail would involve substantially the same acceptanlr operations 
outlined at pages 56 of your testimony. If you are unable to confirm, please ex:plain your 
answer in detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual and/or electronic delivery 

confirmation to Periodicals Mail. The acceptance procedures developed for Standard B and 

Priority Mail may also be applicable to Periodicals Mail. 
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OCAIUSPS-TS-14. Please confirm that extension of manual and/or electronic delivery 
confirmation to Standard A Mail would involve substantially the same acceptance operations 
outlined at pages 5-6 of your testimony. If you are unable to confirm, please explain your 
answer in detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual and/or delivery coniirmation to 

Standard A Mail. The acceptance procedures developed for Standard B and Priority Mail may 

also be applicable to Standard A Mail 
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OCAKISPS-T9-15. Please confirm that extension of manual delivery confirmation to First- 
Class Mail would involve substantially the same delivery operations outlined at pages 7-9 of 
your testimony. If you are unable to confinn, please explain your answer in del.ail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual delivery confirmation to First-Class 

Mail. The delivery procedures developed for Standard B and Priority Mail may also be 

applicable to First-Class Mail, 
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OCAfUSPS-TO-17. Please confirm that extension of manual and/or electronic delivery 
confirmation to Periodicals Mail would involve substantially the same delivery operations 
outlined at pages 7-9 of your testimony. If you are unable to confirm, please explain your 
answer in detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual and/or electronic delivery 

confirmation to Periodicals Mail. The delivery procedures developed for Standard B and Priority 

Mail may also be applicable to Periodicals Mail 
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OCANSPS-TS-18. Please confirm that extension of manual and/or electronic delivery 
confirmation to Standard A Mail would involve substantially the same delivery (operations 
outlined at pages 7-9 of your testimony. If you are unable to confirm, please explain your 
answer in detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual and/or electronic delivery 

contirmation to Standard A Mail. The delivery procedures developed for Standard B and Priority 

Mail may also be applicable to Standard A Mail. 
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OCAIUSPS-TS-19. Please confirm that the unit attributable costs that you develop at pages 
11-17 and Appendices A and B would not differ substantially for manual delivery confirmation if 
tt were to be extended to First-Class Mail. If you are unable to confirm. please explain your 
answer in detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual delivery confirmation to First-Class 

Mail. The unit volume variable costs developed for Standard B and Priority Mail may also be 

applicable to First-Class Mail, 
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OCAIUSPS-TS-21. Please confirm that the unit attributable costs that you develop at pages 
11-17 and Appendices A and B would not differ substantially for delivery confirmation lf il were 
to be extended to Periodicals Mail. If you are unable to confirm. please explain ‘your answer in 
detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual delivery confirmation to Periodicals 

Mail. The unit volume variable costs developed for Standard B and Priority Mai’ may also be 

applicable to Periodicals Mail. 
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OCAJUSPS-TS-22. Please confirm that the unit attributable costs that you develop at pages 
11-17 and Appendices A and B would not differ substantially for delivery confirmation if it were 
to be extended to Standard A Mail. If you are unable to wnfim, please explairi your answer in 
detail. 

RESPONSE: 

Unable to confirm. I have not studied extension of manual delivery wnfirmatioln to Standard A 

Mail. The unit volume variable costs developed for Standard B and Priority Mail may also be 

applicable to Standard A Mail. 
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UPS/USPS-T22-1. Please confirm that the new hand held scanner will initially be used solely 
for delivery confination. If not confirmed, please explain. 

RESPONSE. 

Not confined. See USPS-T-22 (page 1. line 20 to page 4. line 3) for an explanation of the 

variety of purposes and products for which the hand-held scanners will be used. The Postal 

Service plans to utilize the scanners initially for most of these purposes and products, not just 

delivery confirmation. 
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UPS/USPS-T22-2. Please refer to pages 2-3 of your direct testimony, where you discuss the 
“delivery and collection management” and “service performance measurement” uses of the 
new hand held scanners. 

a. Please indicate what measures, if any, have been taken to initiate the use of the hand 
held scanner program in these areas. 

b. Please provide all memoranda, reports, studies, timetables, or other documentation 
supporting the use and timetable for implementation of these uses of the scanners. 

RESPONSE. 

a. With regard to collection management, my understanding is that hand-held scanners 

will, upon deployment to a particular postal facility, immediately be used for this 

purpose. The functional requirements for this use of the scanners have been specified 

in the software design. Usage of the hand-held scanners for delivery management 

requires supplemental equipment to work in conjunction with the scanners; the Postal 

Service anticipates issuing a solicitation for this procurement in the next two months. As 

with collection management, the current software design includes delivery management 

functions. 

With regard to service performance measurement, my understanding is that no special 

measures will be necessary to utilize the data produced by the delivery confirmation 

system to assist with this analysis. Acceptance/delivery dates and ZIP Codes by piece 

will be captured in a database; patterns in this information should be immediately 

available for translation into performance results. 
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b. My understanding is that documentation supporting the use and timetable for the 

scanners is not available at this time because a contract has not yet been awarded to a 

vendor to provide the scanners. The selection of the vendor will determine critical 

implementation factors such as the scanner production/delivery scheidule.; 
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UPS/USPS-T22-3. Please refer to page 3. footnote 3, of your testimony and confirm that, 
currently, the new hand held scanners will be used only for Priority Mail and Standard (9) 
delivery confirmation. If not confirmed, please explain. 

RESPONSE. 

Not confirmed. See my response to UPS/USPS-T22-1. 
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UPS/USPS-T224. 

a. Please confirm that the specifics of how the scanners will be used for delivery 
confirmation (or other purposes) for Express Mail, inbound international mail, Certified 
Mail, Registered Mail, and insurance special services have yet to be determined. If not 
confirmed, please explain. 

b. Please provide all memoranda, reports, studies, timetables, or other documentation 
supporting the use and timetable for implementation of these anticipated uses of the 
scanners. 

RESPONSE. 

a. Partially confirmed. Development of specifics on how the scanners will be used for 

delivery confirmation was necessary for purposes of developing unit costs for the 

current filing. While analyses comparable to that prepared for delivery confirmation 

have not been developed for other anticipated uses, certain levels of planning have 

occurred to those ends. This planning process will continue even as the current filing 

progresses. 

For example, while the specifics of scanner use for Express Mail have not been 

outlined in a fashion comparable to delivery confirmation, the process will be like the 

current procedures that utilize the CTT scanners with the exception <that the delivering 

employee will perform the delivery scans. ClT scanners will be removed from delivery 

offices and other facilities and replaced with the new hand-held scanners as part of the 

roll-out of the new scanners. 
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Similarly, it is envisioned that international inbound mail will utilize the scanners for 

comparable services sold by foreign postal administrations. While specific financial and 

operational agreements have not been reached with these organizations, the actual 

planning and introduction of such services should be neither difficult nor time- 

consuming because the processes will be the same as for domestic, mail. Hence, there 

is no reason to believe that the implementation of these uses of the scanners will lag 

significantly behind delivery confirmation and Express Mail. 

Certified Mail, Registered Mail, and insurance special services require the introduction 

of barcoded labels in order to utilize the hand-held scanners. My understanding is that 

the development of these labels is in process and their deployment should coincide 

with the roll-out of the hand-held scanners 

b. See my response to UPS/USPS-T22-2b. 
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UPS/USPS-T22-5. Please verify that there are only 9 steps for Table 5 on page 9 of your 
direct testimony. If not confined, please explain. 

RESPONSE. 

Confirmed. 
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UPS/USPS-T22-6. Please describe the type(s) of labels that will be used for delivery 
confirmation. Please include in your answer a discussion of whether or not either form 2 or 
form 3849 will be used with the delivery confirmation service. 

RESPONSE. 

There will be two types of labels used for delivery confirmation. The Postal Service will provide 

preprinted labels which include a barcode and an identification number. Customers can also 

print their own DC barcode, which must meet Postal Service specifications. Forms 02 and 

3649 will not be used with the delivery confirmation service once all hand-held scanners have 

been deployed. 
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UPS/USPS-T22-7. Please provide a more detailed description cf the capital and program 
costs listed in your Worksheet C-l. Include in your answer a description of the components of 
“Miscellaneous” under Program Costs, which accounts for 19 percent of those costs. 

RESPONSE. 

The six line items in worksheet C-l listed under “Capital costs” are explained as follows (all 

figures in thousands). Information systems ($14,886.4) includes host processor hardware, 

associate office modems and telecommunications, project management contract labor, servers 

and modems, network hardware, PMPC modems and telecommunications, and test lab 

hardware. Carrier scanners ($42,430.0) includes hand-held scanners for deployment to carrier 

routes, racks and power protection equipment, recharge cradles, shipping, and spare batteries. 

Box section scanners ($6,751.1) includes hand-held scanners for deployment to box sections, 

racks and power protection equipment, recharge cradle, shipping, and spare batteries. Support 

for carrier scanners (5161.3) includes software development, documentation, testing, and 

training materials provided by the vendor. Support for box section scanner:5 ($25.7) similarly 

includes software development, documentation, testing, and training materials provided by the 

vendor, Miscellaneous costs (51,058.7) include image scanner hardware, Express Mail (CTT) 

scanner hardware, project management computers, training computers, and printer hardware. 

The six line items in worksheet C-l listed under “Program costs” are explained as follows (all 

figures in thousands). Information systems ($64,723.5) includes facility site surveys, system 

implementation, hardware maintenance, software development and maintenance, and 

telecommunications installation. Carrier scanner support and maintenance ($9,259.7) includes 
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maintenance contracts, quality assurance personnel, support personnel, purchasing support, 

and program management support. Box section scanner support and maintenance ($1.473.3) 

similarly includes maintenance contracts, quality assurance personnel, support personnel, 

purchasing support, and program management support. Call center development ($183.2) 

represents the cost of Postal Service labor for setting up IVR requirements. Training 

(522,032.g) includes training labor, training development and field support, training materials, 

and travel. Miscellaneous costs ($22.5590) include project management labor and travel, 

program support/development, ClT and image scanner maintenance, labels, advertising, and 

startup packages. 
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UPS/USPS-T22-8. Please confirm that the non-volume variable portion of the capital and 
program costs (72 percent of the total) are treated as institutional costs and not as specific. 
fixed costs. If not confined, please explain. 

RESPONSE. 

Confirmed. 
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UPS/USPS-T22-9. Please refer to your Worksheet C-2. 

a. Please confirm that your proposed distribution key allocates 0.91% of costs to Priority 
Mail and 1.03% of costs to Fourth-class mail. 

b. Please confirm that Priority Mail and Fourth-class Mail are the only Iclasses of mail for 
which there is a scheduled application of the scanner. If not confirmed, please explain 

C. Please confirm that your proposed distribution key allocates 99.2% of the volume- 
variable capital and program costs to classes of mail for which the scanners currently 
have no specific scheduled application. If not confirmed, please explain. 

RESPONSE. 

a. Confirmed 

b-C. Not confined. See my responses to UPS/USPS-T22-1-4. 
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UPS/USPS-T22-.lO. Please explain why you did not select a distribution key which would 
distribute costs only to those classes of mail (Priority and Standard (B)) which, at this time, are 
the only classes scheduled to make use of this service. 

RESPONSE. 

Priority and Standard B are not the only classes scheduled to make use of this service. See 

my responses to UPS/USPS-T22-1-4. 
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UPS/USPS-T22-11. Please explain why you did not elect to classify the non-volume variable 
portion of the scanner capital and program costs as specific-fixed to those classes of mail 
(Priority and Standard (B)) which, at this time, are the only classes scheduled to make use of 
this service. 

RESPONSE. 

Priority and Standard B are not the only classes scheduled to make use of this service. See 

my responses to UPS/USPS-T22-1-4. 
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UPS/USPS-T22-12. Please refer to pages 2 through 4 of your direct testimony, where you 
discuss the purposes that the new scanners and the associated data system will serve. Have 
any estimates been prepared regarding the percent of(i) time, (ii) uses, (iii) benefit, or (iv) any 
other measure, that would accrue to each of three identified purposes? If yes, please provide 
any such estimates. If no, can you estimate the percent of(i) time, (ii) uses, (iii:1 benefit. or (iv) 
any other measure, that would accrue to each of three identified purposes? 

RESPONSE: 

No estimates have been prepared regarding the percent of(i) time, (ii) uses, (iii) benefit, or 

(iv) any other measure that would accrue to each of the three identified purposes that the new 

scanners and the associated data system will serve. No estimates can be made at this time 

because specific procedures have not been finalized 
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CHAIRMAN GLEIMAN: Does any other participant have 

additional written cross-examination for the witness? 

[No response.] 

CHAIRMAN GLEIMAN: There doesn't appear to be any. 

Two participants requested oral cross-examination 

of the witness. The Office of the Consumer Advocate and 

United Parcel Service. I don't believe there is any other 

participant in the room who is about to request 

cross-examination. 

If there is no one else, MS. Dreifuss, you can 

begin. But let me throw out a factoid. You all have seen 

me play with my toy up here for two days now and one of the 

things I know is that there are 28 documents that have been 

filed in this case that either were sent by or to 

Mr. Treworqy. Treworqy. I apologize. I'll butcher a few 

others before it's all over; you won't stand a:Lone in that 

regard. 

MS. Dreifuss. 

CROSS EXAMINATION 

BY MS. DREIFUSS: 

Q Good evening. 

A Good evening. 

Q Could you turn to your response to OCA 

interrogatory 1, please? 

A Okay. 
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Q You state that in Docket Number MC97-2, no capital 

expenditures were necessary for the implementation for 

delivery confirmation because existing infrastructure, CTT 

scanners, was to have been used. 

How will the new scanners improve the delivery 

confirmation system? 

A The new scanners are largely for the benefit of 

the mailers for whom the previous technology, the so-called 

peel-and-stick labels would be difficult for them to use. 

Q These would be the bulk mailers or even individual 

mailers? 

A These would be for primarily the bulk mailers. 

The people using electronic delivery confirmation. 

Q Now, in what way is it advantageous for them to 

have their work -- their mail acted upon by new scanners? 

A I am not familiar with how their operations work 

but what I am told is their preference is to be able to 

print the barcode on a regular mailing label rather than 

have to use a special label that has a peel-off portion. 

Q I want to touch for a moment on a subject that I 

-- I know is somewhat sensitive. It was the subject of 

motions to compel and -- and a recent ruling, and I -- I 

want to see if I can proceed very carefully with this line 

of questions. 

Apparently, there are some negotiations ongoing 

ANN RILEY & ASSOCIATES, LTD. 
Court Reporters 

1250 I Street, N.W., Suite 300 
Washington, D.C. 20005 

(202) 842-0034 



1 for this CTT equipment. Is that correct? 

2 A The -- the -- the appropriate term, I think, would 

3 be hand-held scanners. 

4 Q Okay. 

5 A The Cvequipment applies to the existing scanners 

6 that handle Express Mail 

7 Q I'm sorry. For the hand-held scanners. 

8 CHAIRMAN GLEIMAN: Could I ask both of you to 

9 speak up a little bit? I don't know whether it's my cold 

10 settling in my ears at this point or whether it's really 

11 getting soft. 

12 BY MS. DREIFUSS: 

13 Q Do you have a sense of how long these negotiations 

14 will be taking place, over what period of time? 

15' A No, I don't. 

16 Q Do you have any idea what percentage of -- of the 

17 -- of the negotiations is -- has now been completed? 

18 A No, I don't. 

19 Q You don't know whether they'll be over in the next 

20 few months? 

21 A No, I don't. 

22 Q Could you describe the depreciation method used 

23 regarding the capital costs and program costs in work sheet 

24 C-l? 

25 A The -- the amounts in work sheet C-l do represent 
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depreciated amounts, as I indicated, I believe, in one of my 

interrogatory responses. However, I -- I personally did not 

actually develop those depreciation numbers. I was provided 

with those by others. 

Q Are you familiar with how those numbers were 

created? 

A In a general sense. 

Q Could you explain what -- what it is you do know 

about the depreciation method? 

A I only know that they were depreciated and that 

some sort of a schedule was applied. I'm not familiar with 

the details of how that was done. 

MS. DREIFUSS: I'd like to ask the Postal Service 

to provide an answer in writing describing the depreciation 

methods that are used in work sheet C-l. 

CHAIRMAN GLEIMAN: I think that's not an 

unreasonable request, Mr. Hollies. Do you think we can 

accommodate OCA and other interested parties? 

MR. HOLLIES: I'm wondering if it would be worth 

putting the question in writing or if you'd like us to work 

from what you just spoke of. 

CHAIRMAN GLEIMAN: Let's save a piece of paper. 

MR. HOLLIES: Okay. We'll work from the 

transcript. 

CHAIRMAN GLEIMAN: If -- if, upon reviewing the 
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transcript, you don't understand what it is that OCA is 

seeking, then we'll ask OCA to put it in writing. 

MR. HOLLIES: That sounds fine. 

MS. DREIFUSS: We would like to ask you -- there 

are some questions I would have asked if Mr. Treworgy had 

been familiar with the depreciation methods. 

so, I'd like you to at least address these in the 

written response, please: the number of years involved in 

depreciating the equipment, whether any alternative 

depreciation methods were considered, and also explain why 

the method of depreciation was appropriate to the type of 

equipment to which they're applied. 

And I think that's probably enough detail for us, 

plus the general description of the depreciation method. 

CHAIRMAN GLEIMAN: I can't believe I'm hearing 

somebody say that that's enough detail for them,. 

BY MS. DREIFUSS: 

Q Could you turn to your response to interrogatory 

24, please? 

A Okay. 

Q In response to that interrogatory, you present a 

-- a spreadsheet titled "Corporate Call Management Volume 

Variable Costs." Is that correct? 

A That's correct. 

Q And attributable costs sum to 288 -- 
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1 approximately, by rounding, $288.6 million. Is that 

2 correct? 

3 A I think the term should be volume variable costs, 

4 but that is the right amount, yes. 

5 Q Okay. 288.6 million -- 

6 A Yes. 

7 Q _- in volume variable -- in volume variable costs. 

8 A Yes. 

9 Q Can you tell me to what extent the numbers in this 

10 spreadsheet are based on actually completed negotiations 

11 where prices have been decided and what percentage would 

12 --would be unresolved at this time? 

13 A No, I -- I'm not familiar with that process. 

14 MS. DREIFUSS: Again, I -- I'd like tlo ask the 

15 Postal Service to give us more information, because I don't 

16 believe Mr. Treworgy -- well, let me -- let me back up for a 

17 second. 

18 BY MS. DREIFUSS: 

19 Q Did you -- you didn't prepare this -- you didn't 

20 prepare this spreadsheet yourself, did you? 

21 A I did prepare the spreadsheet based on information 

22 provided to me. 

23 Q Are you familiar with the source for the -- the 

24 cost elements that are listed on the lefthand column? 

25 A The -- the numbers were provided to me by people 
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1 who were working on this project. So, the answer is yes, I 

2 -- I'm familiar with how I got them, but I'm not familiar 

3 with the sources, per se. 

4 Q This spreadsheet was given -- well, the 

5 information that's contained in the spreadsheet was given to 

6 you by officials within the Postal Service marketing 

7 department. Is that correct? 

8 A That's correct. 

9 MS. DREIFUSS: I guess I'd like to ask the Postal 

10 Service to provide in writing the source for these figures 

11 that are contained in the spreadsheet, since Mr. Treworgy 

12 obtained them from others. 

13 CHAIRMAN GLEIMAN: Mr. Hollies, do you think you 

14 can -- 

15 MR. HOLLIES: The -- the -- the question on the 

16 surface seems quite simple and straightforward, and -- and I 

17 can certainly promise that we will endeavor to do so. My 

18 understanding of the situation, however, is that there are 

19 -- well, it may not be quite so simple. 

20 The sources do not, for example, exist in a 

21 documentary form which would have facilitated responding to 

22 that type of question, but -- I mean, on the face of it, 

23 it's a question that we should be able to provide a 

24 reasonable response to, and we will endeavor to do so. 

25 MS. DREIFUSS: Right. I -- I understand that 
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documents may not be involved. Whatever the source was 

would be satisfactory to us, a description of -- of the 

source. 

CHAIRMAN GLEIMAN: Well, let's move on to the next 

one, then. I actually feel like I'm back where we started 

first thing this morning talking about un-sponsored library 

references. 

MS. DREIFUSS: Well, I -- I guess this is -- this 

is one of the situations where numbers came from others and 

not necessarily from the witness. 

BY MS. DREIFUSS: 

Q I'd like to turn my attention to the contractual 

services cost element. It's -- well, roughly, I.40 -- $150 

million -- is that correct? -- for call centers. 

A Yes, that's correct. 

Q Do you know what kind of operations are involved 

in this contractual services figure? 

A Yes. The contractual service figure is primarily 

composed of the -- the amounts paid to contract customer 

service agents answering the telephones. 

Q Do you have any idea how many individuals would be 

involved in this figure? I imagine -- let me just say I 

imagine that figure is probably the result of estimating a 

number of operators and an hourly wage. Would that be 

correct? 
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A Again, I received that estimate directly from the 

Marketing Department, so I couldn't say how it was put 

together. 

Q Could we add to our request that we get this 

broken down by its elements, its more basic elements, and 

show how that number was derived? That would be for 

contractual services for call centers? 

CHAIRMAN GLEIMAN: Mr. Hollies, any problem with 

that? 

MR. HOLLIES: We'll see what we can do. I mean, I 

think this is within the scope of your previous request 

basically for us to break down this spreadsheet. We'll have 

to do some digging to get to that specific level of detail, 

and we will certainly endeavor to do so. If we have a 

problem, I'll give you a call. 

MS. DREIFUSS: Thank you. 

BY MS. DREIFUSS: 

Q Turn to your response to OCA Interrogatory 6, 

please, part C. 

A Okay. 

Q You state there that obtaining delivery 

confirmation via the Internet would be less than that of 

using the Corporate Call Management System; is that correct? 

A I'm sorry, I'm on 5. Let me turn to 6. 

Q Yes. I was looking at Interrogatory 6, part C. 
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A Okay. I'm there. 

Q You state in the latter part of that sentence, I 

expect it would be less than -- I'm sorry, I'll read the 

whole sentence to you. 

"While I have not developed estimates of the cost 

of obtaining delivery confirmation via the Internet, I 

expect that it would be less than that of using the 

Corporate Call Management System!' Is that correct? 

A That's correct. 

Q And now let's go -- keep your finger on that page 

and go to your answer to 22, please. 

A Okay. 

Q In response to 22 you say that you would expect 

that the cost to the Postal Service of a customer obtaining 

delivery confirmation -- and I believe that's vi-a the 

Internet -- for standard B and Priority Mail would be 

similar to that of Express Mail; is that correct? 

A That's correct. 

Q The cost assigned for manual delivery confirmation 

through the Corporate Call Management System is .0847 

dollars; is that correct? Or in other words, 8.47 cents? 

A Yes, I believe that's correct. 

Q Do you know what the cost is for an Express Mail 

transaction? 

A To be handled through the call center? 
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1 Q Yes? 

2 A No, I don't know offhand. 

3 Q Now turn to Interrogatory 23, please, of the OCA. 

4 A Okay. 

5 Q In Interrogatory 23, we asked you to describe all 

6 the operational difficulties that would be encountered by 

7 the Postal Service if, in addition to electronic delivery 

8 confirmation, it offered two forms of manual delivery 

9 confirmation, one using Internet tracking similar to that 

10 used for Express Mail, and one using telephone tracking, 

11 which I guess is sometimes referred to as a corporate call 

12 management system. 

13 Is that correct? 

14 A That is correct. 

15 Q And under this hypothetical dual system, it might 

16 be possible to charge different rates, is that correct -- 

17 that is, one rate for getting delivery confirmation through 

18 the Internet and a different rate for getting delivery 

19 confirmation through the corporate call system. 

20 Is that a possibility some time in the future? 

21 A I am not in a position to say. 

22 I was asked strictly to cost the situations, not 

23 to develop possibilities. 

24 Q Do you know whether if one were to implement a 

25 dual fee structure, one rate for Internet access, one rate 
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1 for telephone access, do you know whether the Internet fee 

2 would be less than the telephone access fee? 

3 A I can't comment on fees. I expect the cost would 

4 be less. 

5 Q You do expect the cost would be less for Internet 

6 access than for the telephone access? 

7 A I would expect so. 

8 MR. HOLLIES: Excuse me, counsel. If you could 

9 speak up so we could all hear you, that would be 

10 appreciated. 

11 MS. DREIFUSS: Certainly. I wasn't aware that you 

12 weren't hearing me. 

13 BY MS. DREIFUSS: 

14 Q You state in your response that retail procedures 

15 could be more complicated if two forms of access were 

16 provided. That is, one through the Internet and one through 

17 telephone confirmation; is that correct? 

18 A That's correct. 

19 Q Wouldn't it be a simple matter for a c!lerk simply 

20 to ask whether an individual would choose Internet 

21 confirmation over telephone confirmation at the time 

22 delivery confirmation was purchased? 

23 A Well, it is one more layer of complexity. 

24 Q Would you contemplate any more being necessary 

25 than that in determining which of my two hypothetical fees 
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should be charged? 

A Could you elaborate on what you mean by more than 

that? 

Q Well, in terms of it -- you say that transaction 

time and cost would be increased by having those two 

options. Why don't you tell me in what way it would be 

increased? 

A I would expect the cost increase would come at the 

window side. 

Q And what kinds of things would happen at the 

window to make -- to add to the time for purchasing delivery 

confirmation? 

A Again, introducing a variation of the product as 

an extra layer of complexity which might take more time to 

explain to a customer trying to understand the options. 

Q You also state that label costs would increase due 

to the necessity of stocking two types of labels at the 

retail window. Could you explain why there would be such 

extra costs? 

MR. HOLLIES: Objection to the question. That 

mischaracterizes his response. He says that it could, not 

that it would. So I object to the form of the question. 

BY MS. DREIFUSS: 

Q All right, could you explain what these costs 

might be? 
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A There are costs associated with stocking an 

inventory of labels and to have to stock two stacks instead 

of one could add inventory costs. 

Q Why is it the Postal Service permits Internet 

tracking for Express Mail and would not want to offer that 

same access for delivery confirmation? 

A I think I have stated in my testimony that the 

Postal Service does plan to offer Internet tracking for 

delivery confirmation. 

Q You're just not sure when that would occur? 

A My understanding is that it would occur as 

delivery confirmation is introduced to the marketplace. 

Q So Internet access would be permitted, however 

there wouldn't be a separate fee for it as compared to 

telephone confirmation; is that correct? 

A That's correct. 

Q I would like you to turn to OCA interrogatory 8, 

please. 

We asked you in that interrogatory whether any 

consideration was given to offering delivery confirmation 

for First Class, for Periodicals Class or standard A mail. 

And I believe you replied that no single factor controlled 

the Postal Service's decision to provide delivery 

confirmation d only for Priority Mail and standard B. 

With respect to each of those classes of mail that 
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we asked you about, could you describe any operational 

difficulties that you are aware of that would make delivery 

confirmation undesirable? You could start with First Class. 

A Right. I haven't studied any of those costs that 

are discussed in the response to that interrogatory so I'm 

not in a position to elaborate on what those difficulties 

might be. 

Q So you are not aware of the Postal Service's 

reasons for not extending delivery confirmation to these 

other classes of mail? 

A NO, I am not aware, although, as I state in my 

response to Part (c), my understanding is that it was less 

of a decision to not extend it to those classes of mail, and 

rather more of a decision to extend it to Priority Mail and 

Standard B customers, an affirmative decision. 

Q Do you know why the Postal Service decided to 

extend delivery confirmation to Priority Mail following 

Docket Number MC97-2? 

A The decision -- again, the decision to offer it to 

Priority Mail and Standard B was in response to perceived 

demands by those mailers. 

Q HOW did the Postal Service assess a demand for it 

in priority mail? 

A My understanding is that there is a library 

reference that documents the market research done. 
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Q Did the Postal Service attempt to gauge a market 

response to extending delivery confirmation to First Class, 

for example? 

A To my knowledge, no. 

Q Did they try to gauge a market response to 

offering it for Second Class mail? 

A Not to my knowledge, no. 

MS. DREIFUSS: Thank you very much. 

CHAIRMAN GLEIMAN: Mr. McKeever. 

CROSS EXAMINATION 

BY MR. McKEEVER: 

Q Mr. Treworyy, at the beginning of her cross 

examination, Ms. Dreifuss directed your attention to your 

response to OCA Interrogatory 1. 

Could you turn to that, please, and in particular 

to page 2. 

A Okay 

Q There, in indicating some of the changes between 

your testimony in MC97-2 in this case, you mention that in 

this case you provide cost estimates of certain capital 

depreciation and program costs related to scanning equipment 

and that it was not necessary to do so in your prior 

testimony in the prior case, because under the operational 

environment in effect then the Postal Service planned to use 
cm- 

existing- scanners for delivery confirmation. 
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1 Is that correct? 

2 A That's correct. 

3 Q And I thought I heard you say, and I just want to 

4 make sure I heard you correctly, that new scanners other 

5 than the CTT scanners were bought primarily to make delivery 

6 confirmation more convenient for bulk mailers who would use 

7 the Priority Mail electronic service. Did I hear you 

8 correctly? 

9 A I think you said a couple things there. 

10 The scanners were not bought primarily for 

11 delivery confirmation. I think the reason for -- however, 

12 it is t,rue that the scanners will permit bulk mailers a more 

13 convenient access to the products. 

14 Q Well, I guess when we review the transcript, we 

15 will find out what you said in response to Ms. Dreifuss' 

16 question, but that is what I thought I heard you say. 

17 The delivery confirmation program is based on the 

18 use of hand-held bar code scanners to scan delivery 

19 confirmation bar codes put on pieces of mail when the mailer 

20 wants tlo use delivery confirmation service, right? 

21 A Yes, that is one of the components of the program. 

22 Q Right. And you have developed a scanner 

23 infrastructure capital and program cost of $185 million for 

24 the test year? 

25 A That is correct. 
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Q And that includes the cost of buying the scanners 

and related support and maintenance for example? 

A Yes. 

Q And you have determined that of that $185 million 

in the test year some $51.9 million is volume variable? 

A Yes, that is the correct figure. 

Q And you distribute that 51.9 million of volume 

variable costs to the classes of mail in your Appendix C. 

Is that correct? 

A Yes, that's correct. 

Q Could you turn to that appendix and, in 

particular, to work sheet C-2? 

A Okay. 

Q Now, that appendix -- that work sheet shows that 

b c rst- lass mail, in total, picks up more than 12.6 million 

of the 51.9 million of volume variable costs. Is that 

correct? 

A That's correct. 

Q And you used the term "third-class mail" there. 

Third-class mail picks up more than $8.5 million of those 

costs. Is that correct? 

A Yes, that's correct. 

Q Turning to the next page of that work sheet, am I 

correct that priority mail picks up $421,000 of those costs? 

A That's correct. 
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Q And parcel post -- that's zone rate parcels -- 

pick up $184,000 of those costs. Is that correct? 

A That's correct. 

Q The proposed delivery confirmation service would 

not be available to the users of first-class and Standard A 

or third-class mail, correct? 

A That's my understanding, yes. 

Q Okay. But it would be available to users of 

priority mail and Standard B. 

A Yes. 

Q Incidentally, you assign about 215,000 of these 

51.9 million of volume variable costs to bound printed 

matter. Is that correct? 

A Yes, that's correct. 

Q That's more than you assign to parcel post? 

A Yes. 

Q Do you know what type of mail moves in the bound 

printed matter sub-class? 

A I'm not familiar with what kind of mail moves in 

that sub-class, no. 

Q If I were to tell you that it were largely 

catalogs, would you think that mailers would purchase 

delivery confirmation service for catalogs? 

A I can't say if they would want to purchase or not. 

Q Now, we've been talking about the 51.9 million of 
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1 costs that you consider to be volume variable ollt of the 

2 total $185 million of test year costs. Is that correct? 

3 A That's correct. 

4 Q There's still another 113.1 million o,f costs out 

5 of that total 185 million that is not volume va:riable under 

6 your testimony. Is that correct? 

7 A Yes, that's correct. 

8 Q And that 133.1 million is treated as :an 

9 institutional cost? 

10 A That's my understanding of how it's t:reated. I 

11 don't -- I don't handle it in my testimony. 

12 Q Okay. 

13 Does that mean -- do you know that that means it's 

14 distributed to all mail classes in amounts determined by the 

15 cost coverage of those classes? 

16 A That's my understanding. 

17 Q Mr. Treworgy, in your view, would the Postal 

18 Service have bought these scanners if it was no't instituting 

19 a delivery confirmation program? 

20 A That's difficult to say. The answer, very 

21 conceivably, could be yes, but it's hard to say. There are 

22 a variety of very significant purposes for whic:h these 

23 scanners will be used, one of which is delivery 

24 confirmation. 

25 Q You say there's a variety of services for which 

1310 
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1 they will be used, but my question is would the Postal 

2 Service have bought them if it was not instituting a 

3 delivery confirmation program? 

4 A I don't think I can answer that. I don't think -- 

5 1 don't think I know the answer. 

6 MR. McKEEVER: Okay. 

7 That's all I have, Mr. Chairman. 

8 CHAIRMAN GLEIMAN: Is there any follow-up 

9 questions from the bench? 

10 [No response.1 

11 CHAIRMAN GLEIMAN: Would you like some time for 

12 redirect? 

13 MR. HOLLIES: I think we'd like about 10 minutes, 

14 although we may not need that much. 

15 CHAIRMAN GLEIMAN: All right. Ten minutes it is. 

16 [Recess. 1 

17 CHAIRMAN GLEIMAN: Mr. Hollies. 

18 MR. HOLLIES: Yes, I have a couple of lines of 

19 followup~ -- or redirect here, excuse me. 

20 REDIRECT EXAMINATION 

21 BY MR. HOLLIES: 

22 Q Mr. Treworgy, with respect to the decision to use 

23 new scanners, a difference reflected in your testimony in 

24 r' this case as opposed to ME_q7-2, was delivery confirmation 

25 the only or even primary reason for the purchase of the 
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scanners? 

A No. My understanding is that the scanners were 

purchased to enhance the basic functionality of the 

carriers. There are a variety of purposes for which the 

scanners will be used, only one of which is delivery 

confirmation. 

Q Did you address this in your testimony? 

A Yes, I did. 

Q And as you stated there, could you paraphrase that 

please? 

A Yes, there are currently three major purposes 

envisioned for the scanner at this point in time. The first 

is to enhance delivery and collection management. The 

second is to better evaluate service performance 

measurements. And the third is for mail item acquisition. 

Mail item acquisition includes a variety of types of mail 

item acquisition, one of which is delivery corrfirmation. 

Q And of these various reasons, are any of them more 

important? 

A One of the most important is the delivery 

management system. It's -- my understanding is that it's a 

major initiative on the part of the Postal Service to 

improve the structure of the carrier routes. And the 

hand-held scanners will be critical to implementing that 

system. 
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Q With respect to the spreadsheet you provided in 

your response to OCA 24 -- that's kind of a shorthand, OCA 

d USPS-v2-24 -- do you have an opinion as to th'e accuracy or 

diability of the numbers in that spreadsheet? 

A Yes, my sense is that those numbers are quite 

reliable. 

Q With respect to questions from I believe Mr. 

McKeever regarding the $185 million in I think it's your 

Worksheet C-2 -- 

A Worksheet C-2; yes. 

Q I believe you stated that the cost of the scanners 

is in that $185 million. Are all of the costs of the 

scanners in there? 

A No. The $185 million represents only those costs 

affecting the test year. 

MR. HOLLIES: I have no further questions. 

CHAIRMAN GLEIMAN: Recross? 

MR. McKEEVER: Yes, Mr. Chairman, just a couple. 

RECROSS EXAMINATION 

BY MR. McKEEVER: 

Q Worksheet C-2 relates to the $51.9 million, not 

the $185 million; isn't that correct, Mr. Treworgy? 

A Worksheet C-2 is a subset of the 185 million. 

Q Right. And that worksheet deals only with the 

51.9 million; is that correct? 
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A That's correct. 

Q Okay. And of the three other uses for the 

scanners that you mentioned, one of them was service 

performance measurement? 

A Yes. 

Q That's referred to on page 2 of your testimony? 

A Yes, 2 and 3. 

Q And the use there is to permit the Postal Service 

to test the on-time performance of Standard B mail; is that 

correct? 

A That's one of the uses. It will also improve the 

performance of priority mail or the -- sorry -- it will 

improve the measurement of the performance of priority mail. 

Q Okay. So the service performance measurement 

reason is to test the on-time performance of St.andard B and 

priority mail? 

A Yes, that's correct. 

Q Okay. 

MR. McKEEVER: That's all I have, Mr. Chairman. 

CHAIRMAN GLEIMAN: There doesn't appear to be any 

additional follow-up to the redirect. 

If that is the case, Mr. Treworgy, I want to thank 

you. we appreciate your appearance here today and your 

patience -- 

THE WITNESS: Thank you. 
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CHAIRMAN GLEIMAN: -- in spending the better part 

of the day and evening here. If there's nothing further, 

you're excused. 

[Witness excused.] 

CHAIRMAN GLEIMAN: This concludes today's hearing. 

We'll reconvene tomorrow morning at 9:30 to hear testimony 

from Postal Service Witnesses Nelson, Fronk, Hatfield, 

Seckar and Sharkey. 

Thank you all. Have a pleasant evening, what's 

left of it, and be careful in whatever mode of 

transportation you're using. 

[Whereupon, at 8:30 p.m., the hearing was 

recessed, to reconvene at 9:30 a.m., Wednesday, October 8, 

1997.1 
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