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PB/USPS-T6-1.  Please confirm that the need for a contingency could be 
caused by Test Year After Rates (“TYAR”) costs higher than those predicted by the 
Postal Service.  If you cannot confirm, please explain fully. 
 
 
Response: 

Confirmed.  As described on page 62 of my testimony; “The contingency deals with the 

reality that events that affect the Postal Service’s financial picture and the impacts of 

those events are, to varying and unknown degrees, unforeseen and unforeseeable.”   

The impact of unforeseen or unforeseeable events may be seen in the actual costs or 

revenues for a year when compared to the revenue requirement forecasts.   A 

comparison of actual results and recent revenue requirement forecasts is included in my 

testimony at Exhibit USPS 6J.   



RESPONSE OF POSTAL SERVICE WITNESS LOUTSCH 
 TO INTERROGATORY OF PITNEY BOWES INC. 

 
 

 

 

PB/USPS-T6-2. Please confirm that the need for a contingency could be caused by 
TYAR revenues lower than those predicted by the Postal Service.  If you cannot 
confirm, please explain fully.  
 
 
Response: 

Confirmed.  Please see my response to PB/USPS-T6-1. 
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PB/USPS-T6-3. Please confirm that to provide an “adequate contingency” which is 
“essential to achieving financial stability and long-run break even” you have included a 
contingency of $767 million in TYAR, which effectively increases estimated TYAR costs 
by 1 percent.  If you cannot confirm, please explain fully.  
 
 
Response:  

Management's judgment is that a 1 percent contingency is reasonable in the 

circumstances of this case. However, as I point out on line 24, page 64, of my 

testimony, "in future cases management's judgment concerning a reasonable 

contingency may differ as the Postal Service's financial position and other 

circumstances change.” 
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PB/USPS-T6-4. Please confirm that the costs of the unforeseen and unforeseeable 
events that create the need for the contingency will be randomly distributed across cost 
segments and components.  If you cannot confirm, please explain fully. 
 
Response: 
 
Not confirmed.  Since the nature of any unforeseen or unforeseeable events is 

unknown, I have no basis for determining how the related cost of such events will be 

distributed across segments and components.    

 


