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_________________________________________________


The Office of the Consumer Advocate hereby gives notice of the filing of the following revisions to the direct testimony of James F. Callow (OCA-T-5), filed on September 6, 2006, and revised September 22, 2006, and October 10, 2006.  A list of the changes to my testimony and to OCA-T-5, Attachment 1, by page and line number, is attached hereto.  Revised pages 3, 7, 8, and 17 of the testimony are also attached hereto.  Only one change is being made to OCA-T-5, Attachment 1, previously revised October 10, 2006.  In Excel file “OCA-T-5 Att1_Confirm (REV10-20-06).xls”, worksheet “USPS Platinum Comps,” cell X9 is changed from $5,000 to $25,000.  A revised copy of OCA-T-5, Attachment 1, is also attached.
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	Page
	Line
	Correction

	3
	10
	Delete “(Revised 10-10-06)” and insert “(Revised 10-20-06)”


	3
	Note 1
	Delete “Attachment (Revised 10-10-06)” and insert “Attachment 1 (Revised 10-20-06)”;

Delete “(REV10-10-06).” and insert “(REV10-20-06)”


	7
	Note 12
	Delete “Attachment (Revised 10-10-06)” and insert “Attachment 1 (Revised 10-20-06)”


	8
	10
	Delete “-50” and insert “40”

	8
	Note 15

Note 16

Note 18

Note 19

Note 19
	Delete “Attachment (Revised 10-10-06)” and insert “Attachment 1 (Revised 10-20-06)”
Delete “Attachment (Revised 10-10-06)” and insert “Attachment 1 (Revised 10-20-06)”
Delete “Attachment (Revised 10-10-06)” and insert “Attachment 1 (Revised 10-20-06)”
In the second line, delete “calculates” and insert “calculated”

Delete “Attachment (Revised 10-10-06)” and insert “Attachment 1 (Revised 10-20-06)”


	17
	10
	Delete “estimates no loss of Gold subscribers, with” and insert “proposes”, which is consistent with the response to USPS/OCA-T5-4


	17
	Note 37
	Delete “Attachment (Revised 10-10-06)” and insert “Attachment 1 (Revised 10-20-06)”


	OCA-T-5
	Attachment 1, “USPS Comps Platinum”
	The formula in Cell X9 is changed, which changes the result from $5,000 to $25,000.


PURPOSE AND SCOPE

The purpose of my testimony is twofold.  First, I propose an alternative set of fees for Confirm service.  In order to cover the attributable costs of Confirm service and make a reasonable contribution to institutional costs, I propose to retain the existing structure of fees and simply adjust current fees, in contrast to the Postal Service, which proposes a fundamental restructuring of the existing fee schedule.  My proposed fees produce a cost coverage of 127.3 percent that is consistent with the Postal Service’s proposal while preserving the benefits of the existing “subscription-based” fee schedule—that of encouraging the expanded use of Confirm service for use in promoting service performance measurement.  OCA-T-5, Attachment 1 (Revised 10-20-06), filed concurrently with this testimony, presents the development of my proposed fees for Confirm service.

Second, I propose retention of the current requirement that mailers provide an electronic “preshipment” notification for every outgoing Confirm mailing.  Retaining this requirement, which serves to “start the clock” for the Confirm mailings, is essential to developing transparent, system-wide service performance measurement for business mail.  The Postal Service’s proposal to delete this requirement from section 991.31 of the Domestic Mail Classification Schedule should be rejected by the Commission.
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Table 1

CONFIRM SERVICE

USPS Proposed Fees


A. Restructuring the Existing Subscription-Based Fee Schedule Will Adversely Affect Confirm Subscribers and Reduce Usage

The Postal Service’s combined annual user fee plus declining block user fees will reduce the use of Confirm service by subscribers in response to costs that rise with usage.  Current Silver subscribers, depending upon the number of quarterly subscriptions purchased during the year and use of First-Class Mail scans, will experience fee changes ranging from -14 to 190 percent.12  Silver subscribers that purchased one, two, or three quarterly subscriptions will pay between 6 and 190 percent more than currently as combined total fees (i.e., the annual user fee plus declining block user fees) rise with usage.13  Only Silver subscribers that purchased

four sequential quarterly subscriptions will experience a decrease in combined total fees of between -8 and -14 percent under the Postal Service’s proposal.14  In addition, current Gold subscribers using First-Class Mail scans will pay higher combined total fees that rise 11 to 56 percent with usage under the Postal Service’s proposal.15
For Platinum subscribers using only First-Class Mail scans, combined total fees increase from -50 percent for 1 million scans, to 102 percent for 750 million scans, up to 145 percent for 1 billion scans.16  For Platinum subscribers purchasing the average number of First-Class Mail and Standard Mail scans per block of 1 million units, the increase in combined total fees is even greater.17  Combined total fee increases range from 40 percent for 1 million scans, to 0 percent for 60 million scans, to 338 percent for 750 million scans, up to 460 percent for 1 billion scans.18
The only way for Platinum subscribers to avoid such rising fees is to limit usage.  According to the Postal Service, “[a]ny [Platinum] subscriber[s] who chose to use fewer than 169,000,000 units would pay less under the proposed fee schedule.”19  (Emphasis 

fee, and therefore do not expect a change in the number of Silver subscriptions.  In addition, I propose a modest increase of 15.6 percent in the Gold subscription fee.  Depending upon usage, this increase is less than the combined total fees (i.e., the annual user fee and the declining block user fee) proposed by the Postal Service.  As discussed previously, combined total fees increase from 11 percent for a Gold subscriber using only 1 million First-Class Mail scans, up to 56 percent for a subscriber using 50 million scans.  Under my proposal, any Gold subscriber using between 4 million and 50 million First-Class Mail scans will pay less compared to the combined total fees proposed by the Postal Service.37  In view of the fact that the Postal Service proposes considerably larger fee increases than I propose, it appears reasonable to conclude that my proposed fees will not result in a decrease in the number of Gold subscribers.

For Platinum subscribers, I propose a fee increase that preserves for large-volume users the option of unlimited scans for a fixed subscription fee.  Consequently, Platinum subscribers were assigned the largest fee increase of $9,500, representing an increase of 95 percent.  I assume such an increase will have little or no effect on the number of Platinum subscribers.  For larger mailers that track their mail using the Platinum subscription service, a $9,500 fee increase relative to total postage costs in the millions or hundreds of millions of dollars annually is quite small when amortized over millions of mailpieces.
�	OCA-T-5, Attachment 1 (Revised 10-20-06), Excel file “OCA-T-5 Att1_Confirm (REV10-20-06).xls.”


12	OCA-T-5, Attachment 1 (Revised 10-20-06).  As discussed below, the effective cost per scan for Standard Mail or Periodicals scans is five-times higher as compared to First-Class Mail scans. 


13	Id.


14	Id.  Information on the number of mailers that purchased one, two, three or four quarterly Silver subscriptions during Fiscal Years 2003, 2004, and 2005 is not available from the Postal Service.  Tr. 14/3975 (OCA/USPS-T40-56(a)).


15	OCA-T-5, Attachment 1 (Revised 10-20-06).  The Postal Service claims that the maximum number of scans used by any current subscriber is near 750 million.  Tr. 14/4144.


16	OCA-T-5, Attachment 1 (Revised 10-20-06).


17	Tr. 14/3957 (OCA/USPS-T40-29).


18	OCA-T-5, Attachment 1 (Revised 10-20-06).


19	Tr. 14/3976 (OCA/USPS-T40-57).  The Postal Service estimates that a user could purchase 168 additional blocks and still spend less than the current $10,000 Platinum subscription fee, calculated as follows:  the $5,000 annual user fee plus $4,987.50 ((9 * $70) + (90 * $35) + (69 * $17.50)) in declining block user fees.  See also OCA-T-5, Attachment 1 (Revised 10-20-06).


37	OCA-T-5, Attachment 1 (Revised 10-20-06).
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