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I.
“Forever Stamp”


My testimony explained several of my concerns about the “Forever Stamp” proposal.  See generally DFC-T-1 at 16–20.  For example, I testified that the “Forever Stamp” may expose the Postal Service to unexpected financial risks.  Id. at 16–17.  I also questioned whether the “Forever Stamp” is a solution in search of a problem — and, to the extent that problems associated with rate increases exist, whether the “Forever Stamp” will resolve them.  Id. at 17–20.


While the Postal Service’s proposal was not clear at the time that I filed my testimony, the Postal Service appeared to be proposing to restrict use of the “Forever Stamp” to First-Class letters — perhaps those weighing only one ounce.  The Postal Service was “considering” allowing customers to use the stamps on other mail, but the Postal Service was suggesting that the postage value for these nonconforming uses would be the original purchase price of the stamp, not the “forever” value (the rate for single-piece one-ounce First-Class letters at the time of usage).  See generally Id. at 20–27.  

When I filed my testimony, I was concerned that the “Forever Stamp” proposal, instead of being simple and straightforward, would introduce such complexity and inconvenience that customers might very well be better off without it.  Therefore, I focused on the negative aspects of the proposal.  I also devoted several pages to explaining why the Postal Service’s proposed implementation would be administratively unwieldy and unfair to customers.

After I filed my testimony, the Postal Service’s proposed implementation changed.  Proposed DMM section 604.1.10 reads:

Forever stamps are sold for the price of the current First-Class Mail single-piece 1-ounce letter rate in 133.1.5. The postage value of each forever stamp is the current First-Class Mail single-piece 
1-ounce letter rate.

The Postal Service subsequently confirmed its intentions in revised responses to DBP/USPS-340 and 341 (filed on October 11, 2006), a clarification to DBP/USPS-340 filed in the response to DBP/USPS-700, and responses to DFC/USPS-80–83.  The Postal Service will permit customers to use “Forever Stamps” on all mail, and the postage value will be the “forever” value.


The Postal Service’s revisions to the “Forever Stamp” proposal eliminate my opposition to the “Forever Stamp” proposal, subject to two conditions.  First, the Commission should adopt the DMCS language that I proposed, not the DMCS language that the Postal Service proposed.  Second, if the Commission recommends and the Governors approve a new basic First-Class rate of 42 cents, and if the Postal Service pursues its stated intention to sell the “Forever Stamp” for 42 cents while the basic First-Class rate is still 39 cents, the Commission should not recommend the “Forever Stamp” classification at this time.

A.
DMCS Language

Witness Taufique proposes the following language for new DMCS section 241:

Postage for the first ounce of a First-Class Mail Single-Piece letter may be paid through the application of a Forever Stamp.  The Forever Stamp is sold at the prevailing rate for Single Piece Letters, First Ounce, in Rate Schedule 221.  Once purchased, the Stamp may be used for first-ounce letter postage at any time in the future, regardless of the prevailing rate at the time of use.

USPS-T-48 at 17.  As I explained in my testimony at 21, this DMCS language, which is fraught with persistent and troubling ambiguity, suggests that the “Forever Stamp” will be valid for postage on First-Class letters only.  The use of the ordinal number “first” suggests that the stamp will be valid for postage on letters that weigh more than one ounce.  The “Forever Stamp” will be valid for postage on letters in an amount equivalent to the postage for the first ounce.  If the prevailing rate for single-piece one-ounce First-Class letters is 45 cents, a “Forever Stamp,” regardless of when the customer purchased it, will be valid for 45 cents postage on letters — and letters only.


One could argue that “first-class letter postage” is a value of postage equal to the rate for a single-piece one-ounce letter.  Therefore, if the prevailing rate is 45 cents, a “Forever Stamp” would be valid for 45 cents postage on any mail piece.  However, when the Postal Service initiated this proposal, the Postal Service did not adopt this interpretation.  See original responses to DBP/USPS-340 and 341 (filed August 7, 2006).


At the same time that it insists that the language is not ambiguous, the Postal Service admits the ambiguity.  In DFC/USPS-82 and 83, I asked the Postal Service whether proposed DMCS section 241 could reasonably or properly be interpreted to permit customers to use a “Forever Stamp” on First-Class letters only, to the exclusion of other classes or shapes of mail.  The Postal Service responded:

Not if read in conjunction with the record in this docket, the proposed DMM language and other materials that the Postal Service intends to publish in conjunction with the implementation of the Forever Stamp, if it is recommended and approved.

If the language were not ambiguous, one would not need to look to other sources, such as the record in this docket and the DMM implementation language.  The plain language is ambiguous.


In my testimony, I proposed the following DMCS language:

The Forever Stamp is sold at the prevailing rate for Single Piece Letters, First Ounce, in Rate Schedule 221.  The Forever Stamp is an adhesive stamp within the meaning of section 3040.  Once purchased, the Forever Stamp may be used for postage equal to the prevailing rate, at the time of use, for Single Piece Letters, First Ounce, in Rate Schedule 221.


The Postal Service admits that the DMCS language that I proposed would be “consistent with the intent of the Postal Service’s proposed DMCS § 241 and proposed DMM 604.1.10.”  DFC/USPS-81.  Indeed, my proposed language should more-accurately reflect the current state of the proposal than the Postal Service’s proposed language because the Postal Service’s proposed implementation, but not the Postal Service’s DMCS language, underwent a revision after I filed my testimony, whereas my testimony has been consistent throughout the proceeding.  Now the Postal Service’s proposal is aligned with mine.  Why the Postal Service does not believe that my proposed DMCS language is superior to the language that it proposed is unclear.


However, one conclusion is very clear: The Commission should recommend DMCS language that clearly articulates the parameters of the “Forever Stamp” proposal, not language that is clear only when read in conjunction with the record in this proceeding and DMM implementation language.  Moreover, the Commission should not recommend DMCS language that arguably might allow the Postal Service to implement the “Forever Stamp” proposal subject to the original restrictions that the Postal Service proposed without any Commission review or public input.

The Postal Service apparently wants the legislative history to clarify an ambiguous DMCS provision.  I believe that the Postal Service seeks DMCS language that reflects the intent or goal of the proposal — to produce a stamp that will be valid forever for one-ounce First-Class letters — and to let the legislative history and implementing regulations identify other uses that the Postal Service will tolerate.  I propose, however, that the Commission recommend DMCS language that reflects both the intent and the tolerated uses of the proposal; the legislative history will shed further light on the intent of the proposal if historians require this information in the future.  If capturing the narrow intent of the proposal is extremely important, a sentence about intent could be added to my proposed DMCS language.  

The Commission has two choices: recommend ambiguous language that will require persons seeking to interpret it to review the record of this proceeding, or recommend clear language.  The choice is obvious.  The Commission should recommend the DMCS language that I proposed in DFC-T-1 at 28.

B.
Timing of Implementation


The timing of the implementation of this proposal remains problematic.  Assuming the Commission recommends a basic First-Class rate of 42 cents, the Postal Service plans to sell the first “Forever Stamp” for 42 cents while the prevailing one-ounce First-Class rate is 39 cents.  USPS-T-48 at 19, fn. 12.  The Postal Service’s proposed DMCS language states, without any ambiguity, that the “Forever Stamp” is sold at the prevailing rate for single-piece, first-ounce First-Class letters.  Indeed, one central purpose of the “Forever Stamp” is to allow customers to buy the stamp at today’s rate for use after a rate increase.


Setting aside for a moment the legal difficulties associated with the Postal Service’s implementation plan, the Postal Service’s proposal would confuse the public.  In any implementation, the Postal Service will need to educate the public about the purpose, function, and use of the “Forever Stamp” — a novel concept.  The beauty of the proposal is its potential simplicity: Customers could buy the stamp at today’s rate, and it would be valid for postage at that price forever.  However, the Postal Service would dilute this message by selling the first “Forever Stamp” at the new, higher rate.  The Postal Service will err if it introduces the concept of a “Forever Stamp” to the public in a manner that is inconsistent with the eventual use of the stamp.  Many customers likely would wonder what all the fuss was about, since they would visit post offices before the Docket No. R2006-1 rate increase and, just like they have in the past, buy stamps at the new, higher rate.  The Postal Service would need to educate the public all over again before the next rate increase, since many customers likely would have failed to grasp the benefit of a “Forever Stamp” during the Docket No. R2006-1 rate increase.  In short, the Postal Service should implement the “Forever Stamp” in a manner consistent with its intended use and educate the public once.  Selling the “Forever Stamp” for 42 cents while the basic rate is 39 cents would undermine the education effort. 

Regardless of the wisdom of the Postal Service’s plan, the Postal Service cannot legally sell “Forever Stamps” for a price higher than the prevailing one-ounce First-Class rate.  One solution might be for the Postal Service to implement DMCS section 241 prior to the effective date of the rate increase proposed in this docket and sell the stamp for 39 cents.  This plan would be consistent with the DMCS and would avoid public confusion in the education plan for the “Forever Stamp.”  However, the Postal Service apparently has not studied the financial effects of such a plan, so this plan may not be feasible.  DBP/USPS-565.


The Postal Service indicated that it hopes to implement the “Forever Stamp” before the rates proposed in this docket take effect because it wants to dispense with the need for a new nondenominated stamp.  DFC/USPS-T48-14 and DBP/USPS-345(a).  By adopting a hybrid approach, the Postal Service could meet this goal without running afoul of the DMCS or confusing customers.  The Postal Service could produce another nondenominated stamp, as it has done in the past.  The Postal Service would sell this stamp for 42 cents in advance of the rate increase, as it does for all rate increases.  A few months after the rate change, the Postal Service could announce to the public that this stamp actually was a “Forever Stamp.”  The Postal Service could then educate the public on how to use the stamp.  This plan would avoid the legal problems associated with the Postal Service’s current plan while allowing the Postal Service to communicate a single, consistent message to the public.  The public would not be harmed by the delay in the announcement of the “Forever Stamp” because the Postal Service’s plan to sell a “Forever Stamp” for 42 cents while the rate is 39 cents would provide no benefit to the public and likely would increase customer cynicism about the proposal.  The public would have everything to gain and nothing to lose.  Absolutely no need exists to rush implementation of a “Forever Stamp” if the Postal Service will not sell it for 39 cents.


If the Postal Service insists on selling the “Forever Stamp” for 42 cents while the current rate is 39 cents, as it apparently still does, the Commission should decline to approve the Postal Service’s request for a “Forever Stamp” and instead suggest that the Postal Service submit the proposal at a later date.  This delay would ensure that the proposal eventually was implemented legally and effectively.  I am opposed to the “Forever Stamp” proposal if the Postal Service plans to sell the first stamp for 42 cents while the current rate is 39 cents.

II.
Bound Printed Matter

As I explained in my testimony at 32–36, single-piece Bound Printed Matter (BPM) is a convenient service available to every postal customer seeking to send mail that qualifies as BPM.  BPM rates offer a cheaper alternative to standard Parcel Post rates.  BPM rates sometimes are lower than Media Mail rates.  Some mail that qualifies for BPM does not qualify for Media Mail rates.  For example, printed matter that contains advertising may qualify as BPM but not Media Mail.  

In the most-recent fiscal year, the Postal Service accepted approximately 1,052,000 pieces of single-piece BPM for which customers paid the postage using postage stamps.  Postage for another 3,599,000 pieces of single-piece BPM was paid using a postage validation imprinter (PVI) label from a Postal Service retail window.  DFC/USPS-56.


In a mere footnote in her testimony, witness Yeh testified that postal management “has determined” that BPM will no longer be offered at the retail window.  USPS-T-38 at 6, fn. 2.  According to witness Yeh, the Postal Service will accept BPM at the retail window only if the customer has pre-applied the postage.  Postal management reached this decision without providing the opportunity for the public to provide any input or comment.


The Postal Service’s plan would violate 39 U.S.C. § 403(b) because it would unduly and unreasonably discriminate against certain users of the mail, in a manner not specifically authorized by title 39.  The Postal Service normally does not issue postage stamps in denominations that match BPM rates.  Most postal customers typically do not keep a supply of stamps in a sufficient variety of denominations to make up any BPM rate.  Individual and small-business customers, including some nonprofit organizations, are the least likely customers to have postage meters or other means of paying postage conveniently without using postage stamps.
  The Postal Service’s plan would impose significant obstacles for customers seeking to mail BPM who do not have postage meters.  While these customers theoretically could approach the retail window with knowledge of the weight of their mail, the Parcel Post zone, and the rates, ask to purchase stamps, and stand at the window affixing stamps to their mail, this transaction would impose such significant hurdles, delays, and inconveniences that the Postal Service’s plan would unduly and unreasonably discriminate against customers seeking to mail BPM at the retail window.  Many customers would find these obstacles to be insurmountable, further reinforcing the discrimination.

Any lingering questions about the discriminatory effects of this policy toward retail customers can be resolved by examining the Postal Service’s intent.  The intent is not to offer BPM at the retail window.  USPS-T-38 at 6, fn. 2.  Thus, both discriminatory effects and intent are present.


Postal customers are entitled to use services listed in the DMCS without discrimination.  The Postal Service cannot issue a regulation, or a management decree, that has the effect of denying customers access to an approved service.  The Postal Service’s plan not to offer BPM at the retail window, and to accept at the retail window only BPM that has postage already applied, would effectively deny access to the service to many customers; and for those customers who overcame the obstacles, the Postal Service would clearly be discriminating against them based on their size (individual and small business), sophistication, and method of postage payment.

Postal customers also are entitled to obtain a PVI label, with the speed and convenience that it brings to retail transactions, as a valid method of postage payment, without discrimination based on the class of mail they are sending.
  PVI labels are the Postal Service’s standard method of postage payment for transactions completed at the retail window.


The discrimination does not stop with the Postal Service’s restrictions on the method of postage payment.  Customers who visit retail windows depend on window clerks for accurate and honest advice.  Postal management’s decision not to offer BPM at the retail window would lead to discrimination against customers who do not know about BPM, the type of mail that qualifies for BPM, and the rates for BPM.  Two examples will illustrate this point.  First, some customers, when presented with the standard options of Express Mail, Priority Mail, and Parcel Post, may ask the window clerk whether “any cheaper options” exist.  Or the customer may tell the clerk that he wants to send the parcel “the cheapest way.”  In my observations, in these instances, window clerks sometimes ask customers for the contents of their parcels.  If the parcel feels like a book, the clerk may ask the customer if the parcel contains a book.  Or the customer may volunteer information about the contents.  The Postal Service cannot deny the existence of BPM if the customer asks for cheaper options or the cheapest method of shipment, and the window clerk discovers information indicating that the mail piece may qualify as BPM.  To deny the existence of BPM or to pretend that it does not exist would constitute undue and unreasonable discrimination against customers who do not have sufficient postal knowledge to recognize the deception.  And the outcome for customers who did recognize the deception and requested BPM service is unclear.  Would the window clerk then offer BPM?  Would the window clerk tell the customer to find a scale somewhere, find the BPM rates somewhere, and come back to the window to buy stamps in the amount that the customer ultimately calculated?


The law does not require the Postal Service to offer every service in the DMCS to every customer for every window transaction.  For example, the Postal Service does not need to present BPM as an option for every piece of mail that the window clerk places on the scale.  Postal Service retail terminals already do not show BPM unless and until the window clerk chooses the appropriate class of service.  However, if a service appears in the DMCS, the Postal Service must offer it in situations, such as in the examples described previously, in which the customer is seeking a level of service that the service in question would provide.  To do anything less would be unfair, unethical, and discriminatory.


The Postal Service’s attempt to hide BPM from customers is not occurring in isolation.  The Commission should take official notice pursuant to Rule 31(j) that the Postal Service has buried Parcel Post as a mailing option on the Automated Postal Center (APC) kiosks.  Previously, APC’s presented all classes of mail ─ e.g., First-Class Mail, Priority Mail, Express Mail, and Parcel Post ─ on the initial screen.  Now, the Postal Service has replaced Parcel Post with a tab for “Additional Mailing Options.”  If a customer bothers to select this tab, the APC presents the single additional option, Parcel Post.  Customers choosing Parcel Post are warned that the service does not provide free forwarding and return of parcels.  Persistent customers then are informed that they can upgrade to Priority Mail for a certain number of cents more, and their item will arrive faster.  Customers must respond “yes” or “no” to this sales pitch before they can continue.  Taken together, these steps represent an attempt by the Postal Service to hide Parcel Post from customers and to badger those who try to purchase it.  The attempt to deny retail customers access to BPM is another manifestation of this ongoing plan. 


Since the Postal Service appears to be intent on imposing this unprecedented restriction on the ability of the public to use BPM, an approved service, I proposed in my testimony at 35 a change to DMCS section 3040.  This change will update this section to reflect a PVI label as a valid form of postage payment for all mail.  The proposed change is underlined:  

Postage for all mail may be prepaid with postage meter indicia, adhesive stamps, postage validation imprinter (PVI) label, permit imprint, or other payment methods specified by the Postal Service.

Once the DMCS states that a PVI label is valid for BPM, one would hope that the Postal Service would recognize that its plans to discriminate in how it offers BPM must cease.  However, if the Postal Service does instruct window clerks not to offer BPM to customers who request a service that BPM would fulfill, I will file a complaint pursuant to 39 U.S.C. § 3662 and propose appropriate DMCS language to remedy that situation.

I oppose the Postal Service’s proposal to change the name of DMCS section 522.21 from Single-Piece BPM to Nonpresort BPM.  The Postal Service’s only justification for this change is witness Yeh’s assertion that the name change would “clarify” the Postal Service’s parcel offerings.  USPS-T-38 at 6.  A footnote follows her proposal, and this footnote is the one that announces postal management’s decision not to offer BPM at the retail window.  Nowhere does the Postal Service provide further explanation for the name change, an omission that, alone, is grounds for rejecting the proposal.  I speculate that the Postal Service believes that the term “single-piece” implies a kind of service that is offered at the retail window, while a “nonpresort” service does not.  If so, I tend to agree.  However, since I oppose the Postal Service’s backdoor effort to deny retail customers access to BPM, I also oppose this name change.  Most classifications available to the general public have a “single-piece” category in the DMCS.  This naming convention is desirable, as it conveys that the service fundamentally is single piece, just as standard First-Class Mail rates are.  Unless and until the DMCS is amended to deny retail customers access to BPM, the BPM classification should continue to be called “Single-Piece.”

In sum, the Commission should recommend my proposed change to DMCS section 3040 to specify that a PVI label is a valid form of postage payment for all mail.  The Commission should not recommend the Postal Service’s proposal to change the name of Single-Piece BPM to Nonpresort BPM.

III.
Shape-Based Rates

The Postal Service proposes a major change in First-Class Mail rates.  Under the Postal Service’s proposal, all mailers, including the general public, will be required to understand the definitions of and distinctions between letters, flats, and parcels. 


I support shape-based rates philosophically and economically.  Rates should reflect actual processing costs and provide the correct incentives to mailers.


Practically, I have serious concerns about this proposal and its effects on the general public.  The public’s capacity to learn the definitions of letters, flats, and parcels quickly is unclear.  Moreover, even members of the public who understand the regulations may experience difficulty complying with them.  For example, many people commonly enclose five, six, or seven sheets of folded letter-size paper in a #10 envelope.  Customers will need to determine whether such an envelope is more than ¼-inch thick.  If the envelope is too thick, customers will need to pay the rate for a flat.  If the letter is not too thick, they will pay the rate for a letter.  Most customers have a ruler or similar measuring device.  Since the thickest part of the envelope usually is the middle, the farthest point from the ruler, determining whether an envelope is thicker than ¼-inch is not easy.  Customers will need to hold the envelope and ruler to the light, perhaps with one eye closed, and, sometimes, guess.  To the extent that customers do not measure the envelope correctly, they will be unable to apply correct postage, and the economic incentives will fail.  That is, a customer should put the paper in an envelope if the envelope can be processed as a letter, whereas this incentive does not exist if the envelope cannot be processed as a letter.  Also, paper compressed upon folding tends to expand over time.  A letter that was not ¼-inch thick at the time of preparation might be more than ¼-inch thick at the time of processing, when culling equipment will automatically and unmercifully reject envelopes that are too thick.


One particularly troubling aspect of the Postal Service’s proposal is to charge the rate for a flat if a letter is more than ¼-inch thick.  I tried to determine why a letter that is too thick should pay the rate for a flat.  Perhaps the processing costs are closer to the cost of a parcel.  Or perhaps the processing costs are closer to the cost of a letter than a flat, particularly if the letter can be processed on automated equipment with “extended capabilities” (and particularly if the letter arrives as bundled or trayed metered mail and can bypass the culling operation and the AFCS).  See DFC/USPS-29.  

The Postal Service has no evidence to support the proposal to charge the rate for a flat to a letter that is more than ¼-inch thick.  DFC/USPS-29 and 30.  The proposal to charge the rate for flats for #10 envelopes that are more than ¼-inch thick is arbitrary.  The Commission should not recommend a rate structure that is not supported by any evidence in the record.

The Postal Service might argue that customers already must contend with the requirement to determine the thickness of letters because the current nonstandard surcharge for one-ounce letters applies to letters that are more than ¼-inch thick.  In reality, letters consisting of paper and not exceeding one ounce normally are not more than ¼-inch thick.  Unless a person is almost intentionally sloppy in packaging an envelope, paper is too heavy to allow an envelope to weigh one ounce or less and to exceed ¼-inch in thickness.  Mail pieces that do not weigh one ounce and that exceed ¼-inch in thickness normally are obviously nonstandard or can be measured easily.  One common example is a mailer containing a roll of exposed photographic film.


The proposal also will cause rate shock for customers, such as photographers who mail rolls of photograph film in packages weighing one ounce or less.  The postage rate for these customers would increase from 52 cents now (39 cents for the first ounce plus the 13-cent nonstandard surcharge) to $1.00, a whopping 92-percent increase.  USPS-T-32 at 5.  Any transition to shape-based rates must mitigate rate shock for customers who mail lightweight parcels.


Before recommending shape-based rates, the Commission should require evidence concerning the effect of this proposal on the public (Criterion 4).  This evidence should address the public’s ability to understand the complexity, to comply with the complexity (e.g., by possessing appropriate measuring equipment), and to cope with rate shock.  This change is significant enough, and will affect nearly every postal customer, that the Commission should not allow the current proposal to proceed without this evidence.  I did not provide testimony on this subject because I lack the financial capacity to conduct the necessary market research.  However, the proponent of the proposal should bear this burden of proof.


Philosophically and economically, the time for shape-based rates is now.  However, the practical implications of this proposal, including the effect on the general public, remain unexplored in the record of this proceeding.  For this reason, the Commission should not recommend shape-based rates at this time.

IV.
Priority Mail

Witness Nash proposes to stop charging all distance-related ground transportation costs to Priority Mail zones 1–4, for which mail normally travels by truck, and instead to include ground transportation costs between mail-processing facilities and FedEx air facilities in the rates for zones 5–8.  USPS-T-16 at 9–11.  To assign appropriate ground transportation to Priority Mail that is transported by air, witness Nash used a computer program and an input file, ‘&MPATH.RTE_FDX.CSV’, that identifies which FedEx air facility serves each origin SCF.


The Postal Service launched objections to my discovery of this mapping file.  The objections, which were nothing short of frivolous, resulted in production of the file just five days before briefs were due and far too late for me to testify on this subject.


After the presiding officer directed the Postal Service to provide a copy of this file,
 I realized that the Postal Service discloses this supposedly secret information every day.  The Postal Service applies air routing labels to “outside” parcels — parcels that are transported outside sacks or containers.  These labels show the air carrier, flight number, departure and arrival airport codes, and departure and arrival times, even when the carrier is FedEx.  These labels also are affixed to Postal Service containers that the Postal Service routinely loans to the public when delivering mail.

I reviewed two Priority Mail parcels that received these labels.  One was from the Postal Service and contained the documents comprising the Postal Service’s request for an opinion and recommended decision in this proceeding.  The other is a parcel that I mailed from Manchester, New Hampshire.  In each case, the input file suggested one origin FedEx air stop, but each parcel actually was flown on a FedEx flight from a different origin airport than the input file would have suggested.

At this point, since the Postal Service controls the relevant information and resisted discovery of this crucial information until the discovery period had already ended, I can only warn the Commission that the data underlying the Postal Service’s calculations may be unreliable.

V.
Electronic Return Receipt


The Postal Service proposes a fee of $0.85 for electronic return receipt and a cost coverage of 194.5 percent.  In comparison, the Postal Service proposes a cost coverage for regular return receipt (green cards) of 145.8 percent.

In my testimony, I explained why the Postal Service’s estimate of the window acceptance cost for electronic return receipt is unreliable and the cost coverage of 194.5 percent is unjustified.  In a rather amazing piece of rebuttal testimony, witness Berkeley criticizes my testimony because I relied on testimony in the Postal Service’s direct case as a starting point for my analysis.

Witness Berkeley’s testimony in fact rebuts nothing.  The Commission should adopt the $0.65 fee that I recommended for electronic return receipt.  This fee would produce a cost coverage of 150.3 percent, which would be equal to the cost coverage for regular return receipt but for the five-cent rounding of the fee.

A.
Description of the Service

As I explained in my testimony at 3, for regular return receipt service, customers fill out a traditional green Form 3811 return receipt.  Customers may purchase regular return receipt service without visiting a retail window.  For example, customers can attach a Certified Mail label and a green Form 3811 return receipt to an envelope, apply postage, and drop the envelope in a collection box.  Upon delivery, the employee obtains the recipient’s signature, and the Postal Service mails the return receipt within one working day after delivery.  POM § 822.112.  Some host services, such as Certified Mail and Registered Mail, provide on-line access to the delivery date and time, but customers need to purchase a return receipt to obtain the signature.

In 2004, the Postal Service implemented electronic return receipt.  Except for some large-volume mailers, most postal customers must visit a retail window to purchase an electronic return receipt.  When customers purchase an electronic return receipt, the Postal Service provides them with written instructions for accessing the recipient’s signature.  DFC/USPS-T39-19 & 20.  Customers visit www.usps.com, enter the article number, and provide their name and e-mail address.  The Postal Service sends a Proof of Delivery letter in PDF format by regular e-mail.

B.
Historical Background


The Postal Service twice has deceived the Commission and participants in proposing fees for electronic return receipt.  The deception must stop now. 

In Docket No. R2001-1, the Postal Service represented to the Commission and participants that the electronic return receipt would transmit a digital image of the signature to the customer “via a secure, digitally encrypted email transmis​sion.”  Docket No. R2001-1, USPS-T-26 at 14.  This Postal Service did not describe this technology or explain how it would work.  The Postal Service estimated a cost of $0.50 to transmit a “secure, digitally encrypted” e-mail message containing a digital image of the signature.  Docket No. R2001-1, USPS-LR-J-135, Worksheet C-5.

In Docket No. R2001-1, the Postal Service stated that customers purchasing an electronic return receipt would provide their e-mail address to the window clerk.  Docket No. R2001-1, USPS-T-26 at 14.  The Postal Service used the window-acceptance cost of the traditional green Form 3811 return receipt because the Postal Service estimated that the time for a customer to provide an e-mail address would equal the time for accepting a green Form 3811.  See Id. at 15.  The Postal Service estimated a window-acceptance cost of $0.3765 for each electronic return receipt.  Docket No. R2001-1, USPS-LR-J-135, Worksheet C-5.

In total, in Docket No. R2001-1, the Postal Service estimated a cost of $0.8765 per electronic return receipt based on the two critical assumptions about implementation described previously.  See Id.  Participants and the Commission had little choice but to accept the Postal Service’s representations.

The Postal Service’s actual implementation of electronic return receipt differs substantially from the proposed version on which the initial cost estimate was based.  When purchasing an electronic return receipt, the customer does not provide the window clerk with his/her e-mail address.  Instead, after purchasing an electronic return receipt, a customer visits www.usps.com, enters his/her 
e-mail address, and receives the electronic record of the signature by regular 
e-mail (in PDF format).  See Docket No. R2005-1, USPS-T-24 at 11 (revised June 24, 2005).  

Moreover, the Postal Service does not offer or use “secure, digitally encrypted” e-mail transmission.  In Docket No. R2005-1, witness Wesner admitted under questioning that his cost estimate of 50 cents to send the 
e-mail message was based on the estimate in Docket No. R2001-1 for sending “secure, digitally encrypted” e-mail.  Docket No. R2005-1, DFC/USPS-T24-4. Confronted with this error, witness Wesner rehabilitated the 50-cent cost estimate by declaring that it was a proxy for the Postal Service’s computer-related costs associated with electronic return receipt.  Id.
Desperate to support this cost estimate, the Postal Service argued on brief that “it is reasonable to expect significant costs for developing and maintaining the computer system to securely store and transmit signature information.”  Docket No. R2005-1, Postal Service Reply Brief at 74.  This cost estimate was dubious given that the Postal Service already maintains the signature information for the host service, such as Certified Mail, and the cost of sending e-mail is very low.  

The Commission recommended that the Postal Service “give Mr. Carlson’s criticisms a hard look before the next rate case in an attempt to have cost calculations more accurately reflect the actual procedures performed in providing the electronic return receipt service.”  PRC Op. R2005-1 at 184.

To its credit, in this proceeding, the Postal Service has reversed course and now admits that the cost of sending the electronic return receipt to customers is zero.  USPS-T-23 at 14–15.  Fifty cents have disappeared from the cost of the service.  This correction accounts for the significant drop in the proposed fee.

C.
Inaccurate Cost Data

Unfortunately, the Postal Service still has not accurately estimated the window-acceptance costs for electronic return receipt.  According to witness Page, “acceptance costs are based upon the return receipt acceptance window transaction time used for traditional return receipts in prior dockets.”  USPS-T-23 at 14.  The window acceptance time for return receipts is based on a study conducted nearly 30 years ago for Docket No. R77-1, before computerized retail terminals existed.

Aside from ultimately providing customers with the recipient’s signature, regular return receipt and electronic return receipt incur costs in vastly different ways.  Although each transaction varies somewhat, acceptance of a regular return receipt may require the window clerk to perform some or all of the following functions:

· Explain to the customer how to complete the green return receipt; 

· Ask the customer to step to another window to complete the return receipt (and wait for the customer to gather belongings and move);

· Wait for the customer to fill out portions of the return receipt at the clerk’s own window;

· Review the return receipt that the customer filled out;

· Place the article number on the return receipt;

· Peel the self-adhesive backing off the return receipt and stick the return receipt on the envelope;

· Endorse the envelope “Return Receipt Requested.”

The Postal Service estimates a window acceptance time of 0.414 minutes, or approximately 25 seconds.


Electronic return receipt requires none of the steps described above.  In my testimony, I described how a transaction for electronic return receipt may proceed quite quickly.  DFC-T-1 at 7.  Witness Berkeley criticizes my transaction dialogues as “over-simplified.”  USPS-RT-17 at 3.  While witness Berkeley describes possible additional topics of discussion, only customers purchasing the service for the first time are likely to ask the questions she lists.  Customers familiar with the service are not likely to ask even the questions that I identified in my testimony.  Moreover, witness Berkeley revealed in her rebuttal testimony for the first time that the Postal Service plans to modify the Automated Postal Center kiosks to allow purchase of electronic return receipt.  USPS-RT-17 at 6–7.  These transactions should incur no window costs, thus providing further evidence that the window acceptance cost for regular return receipt bears no relation to the window acceptance cost for electronic return receipt.


In fact, witness Berkeley testifies that 

green card return receipt service and electronic return receipt service are two distinctly different services with different service features, values of service, and prices.  The fact that both services require a signature from the recipient of the mailpiece is really the only common thread.  Since these two services vary in practically every other way, it is appropriate to consider all applicable pricing criteria individually for each service.

USPS-RT-17 at 8.

If the two services are so different, why does the Postal Service insist on using the same estimate of window acceptance cost for both services?


Witness Berkeley’s logic then takes a dizzying turn.  She criticizes my testimony because I used the Postal Service’s estimate of window acceptance costs in developing my proposed fee for electronic return receipt.  While I offered detailed testimony explaining why the Postal Service’s estimate of window acceptance costs is unreliable, witness Berkeley overlooks my conclusion.  I concluded that the Postal Service “has not provided substantial record evidence to support a window acceptance time of 0.414 minutes for electronic return receipt.”  DFC-T-1 at 8.  I did not offer a new window acceptance time because I did not have access to postal facilities to conduct this research.  My testimony explains why the true estimate of window acceptance costs is not likely to exceed 0.414 minutes, so this estimate is reliable as an upper boundary.  However, the Postal Service cannot provide a cost estimate and then turn around and criticize a participant for relying on it.

D.
Cost Coverage


Witness Berkeley’s attempt to use the weaknesses of the Postal Service’s direct case as a weapon to attack my testimony does not stop with the window acceptance costs.  Witness Berkeley criticizes me for not considering “all applicable statutory pricing criteria in developing rates and fees.”  USPS-RT-17 at 3.  She adds, “There are too many differences between the green card return receipt service and the electronic return receipt service to pretend that the proposed cost coverage of one should be used as a proposed cost coverage of the other.”  Id.


Witness Berkeley’s direct testimony contains not one word explaining why electronic return receipt should have a higher cost coverage than basic return receipt, as she proposes.  Witness Berkeley’s direct testimony also does not identify any differences between the services, yet her rebuttal testimony suggests dramatic differences — without providing any details.  Viewed from the customer’s perspective, however, the services are very similar because both provide the recipient’s signature, and a desire for the recipient’s signature is the one and only reason for purchasing either service. My testimony appropriately considered the features of the services based on information in the record.


First and foremost among the potential differences is the question of speed.  Consistent with the pattern of smoke and mirrors, witness Berkeley tried to support her higher cost coverage for electronic return receipt by asserting that customers receive a signature faster if they purchase an electronic return receipt than if they purchase a regular return receipt; this alleged speed would contribute to value of service.  See, e.g., DFC/USPS-T39-2.  I provided substantial record evidence demonstrating that the time required for an electronic delivery record to become available to customers ranges from 4.59 to 5.74 days after delivery.  DBP/DFC-1; see also DFC-T-1 at 10–11.  In contrast, regular return receipts should arrive in one to three days (or two to four days in some instances, if the green cards are mailed one day after delivery, as postal regulations allow).  DFC-T-1 at 12.  Electronic return receipts certainly do not arrive faster than regular return receipts, as witness Berkeley originally asserted.


Witness Berkeley attempts to recover from the facts by revealing that the Postal Service plans to deploy new scanners that will allow carriers to scan the signature “at the time of delivery, or shortly thereafter.”  USPS-RT-17 at 5.  These scanners, however, are being “tested.”  Id.  The Postal Service has provided false information to the Commission and participants in the two previous rate cases that have considered the fee for electronic return receipt.  Rather than relying on witness Berkeley’s belief, which I have proven wrong once already in this proceeding, the Commission, before recommending a higher cost coverage for electronic return receipt, should require the Postal Service to provide reliable record evidence from Postal Service data systems demonstrating that electronic return receipt actually provides faster delivery of the recipient’s signature than regular return receipt.  If the Commission relies on the Postal Service’s latest assurance but the new scanners do not perform as expected, we will once again have a fee for electronic return receipt that is not based on reality.  The new scanners may improve the service, but the Commission must recommend fees based on hard evidence, not wishful thinking.


Also, the Commission must recognize that no evidence appears in the record to prove that most customers actually need the signature particularly fast.  I explained in my testimony that, in my experience, people who request a signature upon delivery do so mainly for their records in case they later — significantly later — need to prove delivery.  DFC-T-1 at 12–13.  Rarely do the wheels of justice, or private dispute resolution between parties, turn quite so quickly.  In fact, approximately 59 percent of customers apparently never requested the electronic signature at all, thus underscoring my belief that many customers want proof of delivery to exist but ultimately do not actually need to use it.  DFC/USPS-T39-23.  Speed of delivery of the signature obviously is not important to a majority of customers of electronic return receipt, so the potential for speedier delivery of an electronic return receipt in the near future should not automatically compel a higher cost coverage.


Aside from speed, the other features of the two services tend to offset each other in the value that they provide to customers.  Most customers currently must visit a retail window to purchase electronic return receipt.  Customers do not need to visit a retail window to purchase regular return receipt.  DFC-T-1 at 13.  Regular return receipt is more convenient for most customers than electronic return receipt.


Some customers believe that a “pen and ink” signature provides “the ultimate assurance when it comes to proving someone received something.”  DFC/USPS-T39-37.  These customers may also be concerned about legibility issues in reading an electronic signature.  Id.  Other customers might appreciate the ease of filing and record keeping when a signature is already in an electronic format.  DFC/USPS-T39-2.

Another significant disadvantage of electronic return receipt exists.  The customer cannot enter his/her e-mail address on-line until after the acceptance transaction shows up in the Postal Service’s tracking system.  The transaction usually appears several hours to one day after purchase.
  Customers sometimes must make several visits to www.usps.com before their transaction appears in the tracking system.  DFC-T-1 at 13.


The evidence in the record provides no basis for the Commission to determine that electronic return receipt provides a higher value of service than regular return receipt.  Therefore, in my testimony I proposed a cost coverage for electronic return receipt roughly equal to the cost coverage for regular return receipt.  

Witness Berkeley now criticizes me for not considering all the other pricing criteria — the same criteria that her direct testimony completely ignored.  A witness proposing a higher cost coverage for one service than the other surely has a higher burden of proof than a witness proposing the same cost coverage for similar services.  If my testimony is open to criticism for failing to discuss all pricing criteria, the criticism belongs with the Postal Service for failing to provide any basis for the proposed cost coverages in its direct case — to which I was responding.  

Moreover, witness Berkeley launches the stunning accusation that I did not “provide any discussion of the pricing criteria of the Postal Reorganization Act, with respect to electronic return receipt service specifically, other than the indirect nod to Criterion 3 as it applies to green card return receipt as proposed in my direct testimony, USPS-T-39.”  USPS-RT-17 at 2–3.  In the section of my testimony concerning electronic return receipt, I used the term “value of service” five times.  Witness Berkeley should know that “value of service” is a pricing criterion specified in 39 U.S.C. § 3622(b)(2).  The significance of my repeated use of this term was unmistakable in context.

Witness Berkeley also fails to identify which pricing criteria she wishes I had discussed in my testimony to compare and contrast basic and electronic return receipt service.  She asserts that my pricing recommendation has the “potential of violating Criterion 1, fairness and equity,” but she offers no explanation.  USPS-RT-17 at 8.  Again, the obligation to discuss pricing criteria rested with witness Berkeley when the Postal Service filed her direct testimony.  The absence of a discussion of all nine pricing criteria in my testimony is not a weakness of my testimony.  However, the absence of a discussion of any pricing criteria in witness Berkeley’s testimony to justify the differential in cost coverage is a serious deficiency in hers.

Witness Berkeley also makes the remarkable assertion that my proposal would provide a financial incentive to the Postal Service to encourage customers to use regular return receipt instead of electronic return receipt because the per-unit contribution for regular return receipt is higher.  USPS-RT-17 at 8.  This argument is specious.  If this argument were true, the Commission should adjust postage rates to remove the incentive for the Postal Service aggressively to promote Express Mail and Priority Mail to customers seeking to send one-ounce First-Class letters.  The pricing principle, if any, that witness Berkeley is trying to articulate is unclear.  If witness Berkeley is trying to suggest that the Postal Service should have a financial incentive to promote services that drive costs out of the system, the Postal Service should adopt my suggestion to fold electronic return receipt into basic Certified Mail service and obviate the need to sell electronic return receipt as a separate service.  See section V.E, infra.  Also, witness Berkeley ignores that the Postal Service does have an incentive to promote electronic return receipt, even if it has a lower contribution than regular return receipt, because, assuming demand is elastic, lower prices stimulate demand and increase revenue.

In sum, witness Berkeley has failed to identify any reason why the cost coverage for electronic return receipt should be higher than the cost coverage for basic return receipt.  Absent evidence to the contrary, the cost coverages should be similar because customers purchase both services when, and only when, they want the recipient’s signature, and both services ultimately provide the recipient’s signature.  The Commission should adopt my proposal for a fee of $0.65 for electronic return receipt.

E.
Certified Mail Enhancements

I continue to encourage the Postal Service to provide the recipient’s signature as a basic feature of Certified Mail service.  The record in this proceeding establishes that the only significant cost for electronic return receipt is the window acceptance cost.  In delivering Certified Mail, the Postal Service already routinely performs all steps necessary to collect the information that appears in an electronic return receipt.  In FY 2005, for 91 percent of Certified Mail,
 customers purchased a return receipt as well.  This percentage shows an overwhelming desire for Certified Mail customers to obtain the recipient’s signature.  The Postal Service could drive costs out of the system simply by providing an electronic return receipt automatically as a standard feature of Certified Mail service.  At present, electronic return receipt is little more than a cost- and fee-generation machine: customers visit post offices and cause the Postal Service to incur window-acceptance costs, and then the Postal Service charges customers for these costs.  The cost of actually providing electronic return receipt service — sending an e-mail message — is nearly zero.  The Postal Service does nothing more than to sell the service and then to turn around and charge customers for selling it.  

Under my proposal, all customers, regardless of how they deposited Certified Mail, could have access to the electronic record of the signature.  Customers who do not deposit Certified Mail at a retail window would gain a new option that would not require them to visit a retail window or purchase a green Form 3811 return receipt.  A small increase in the fee for Certified Mail to reflect this added value of service would be justified, as most Certified Mail customers already want the recipient’s signature.  Moreover, it is unclear how many customers of regular return receipt would determine that the electronic signature was unsatisfactory for their needs if they were fully educated about its existence.  And some of the nine percent of customers who do not purchase a return receipt nonetheless may want one, but they simply do not want to pay $1.35 for an electronic return receipt or $1.85 for a regular return receipt.  For example, if my proposal resulted in a 20-cent fee increase for Certified Mail, it is far from clear that most of the nine percent of customers who do not purchase a return receipt now would not want one for only 20 cents.  At some point, product lines can be simplified to provide the services that most customers want.  The possibility of satisfying at least 91 percent of customers — an overwhelming majority — with a single service enhancement is a golden opportunity.

The Commission recently encouraged the Postal Service to consider my proposal.  PRC Op. R2005-1 at 184–85.  The Postal Service has not yet done so.  DFC/USPS-T39-5.  I renew my suggestion.  For the next rate case, the Commission should recommend that the Postal Service provide an electronic copy of the signature as a basic feature of Certified Mail, thus simplifying the classification schedule and increasing the value and convenience of Certified Mail service.

VI. Collections

In my testimony, I discussed the trend toward earlier collection times on collection boxes and the increasing frequency with which the Postal Service ignores its own national service standards for collections.  See generally DFC-T-1 at 36–50.  Although I intended to conduct a comprehensive analysis of collection issues, the Postal Service provided data from the Collection Point Management System (CPMS) to me only 11 days before my testimony was due.  In such a short amount of time, I was unable to perform the analysis that I initially envisioned.

As I testified, I view my testimony in this proceeding primarily as laying the groundwork for the Commission to begin to think about and review collections as a component of the value of First-Class Mail service.  The Collection Box Management System (CBMS) data from 2005 and the CPMS data from 2006 will provide useful reference points for comparative analyses over time in future rate cases.  The postal reform legislation that President Bush signed into law on December 20, 2006, will offer additional opportunities for Commission review of collections issues in proceedings to develop service standards and to hear complaints from customers.

�	71 Fed. Reg. 56,587 (September 27, 2006).


�	Customers theoretically can use Automated Postal Centers (APC’s) to generate the correct postage.  APC’s do not, however, offer BPM services.  Nonetheless, sophisticated customers who know BPM rates can purchase postage from an APC.  Most retail facilities do not have APC’s, so the existence of APC’s at some post offices does not resolve the discrimination problem.


�	An exception would exist if a PVI label were not available at a particular facility for any type of mail.


�	The Postal Service provided the file under protective conditions, to which I conceded solely for the purpose of expediency.


�	Some of these functions are mutually exclusive, so not all would occur in one transaction; however, several might occur.


�	Transactions conducted on Saturday seemingly routinely do not show up until late in the afternoon Pacific time on Sunday.  


�	This number reflects an increase from 86.2 percent in FY 2004.  PRC Op. R2005-1 at 184.
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