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Before the

UNITED STATES OF AMERICA

POSTAL REGULATORY COMMISSION

WASHINGTON, D.C. 20268-0001

Rate and Service Changes to Implement
Docket No. MC2007-1

Baseline Negotiated Service Agreement

With Bank of America Corporation

OFFICE OF THE CONSUMER ADVOCATE

COMMENTS IN RESPONSE TO

NOTICE OF INQUIRY NO. 1
(April 17, 2007)


The Commission has requested comments concerning a mechanism for reducing the risk that the Postal Service will pay discounts for barcode read rates that are not improvements over Bank of America’s current abilities.  Improvements in read rates will be measured from baseline read rates of 96.8 percent (for First-Class Mail) and 96.9 percent (for Standard Mail).
  These baseline read rates were derived from a July (AP11) 1999 estimate of system-wide read rates.
  Thus, Bank of America (BAC) will receive discounts for whatever improvements the Postal Service has made since then.  In addition, the fact that BAC has agreed to the use of a 1999 baseline sends a strong signal that BAC expects to exceed that baseline.  The possibility that BAC’s read rates will be below the baseline can be safely ignored.

A further complication arises because the 1999 read rates are for a different style barcode than the one that BAC will use.
  Postal Service tests of the four-state barcode that BAC will use show read rates of 97.14 to 99.0 percent.
  These rates exceed the 1999 rates.  Thus, BAC can expect to receive discounts simply for switching barcode styles.

The Commission has suggested averaging BAC’s actual read rates in Years 1 and 2 of the contract with the baseline as a means of protecting the Postal Service from the likelihood that BAC will receive discounts for no actual improvement in read rates.  This suggestion is eminently sensible given that BAC will benefit from improvements in barcode reading and printing technology that have occurred since 1999.  The OCA offers two possible adjustments to this mechanism.  First, use an average of the actual test results for the four-state barcode as the baseline for Year 1.  Second, use actual read rates on non-BAC four-state barcodes in Year 1 as the baseline for Year 2, and similarly use actual Year-2 data as the baseline for Year 3.
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�  Response of Witness Ayub to Interrogatories OCA/USPS-T1-6-7, March 9, 2007.


�  Id.  See also Response of Witness Ayub to Interrogatory OCA/USPS-T1-43, April 2, 2007.


�  Response of Witness Ayub to Interrogatory OCA/USPS-T1-36(a), April 6, 2007.


�  Id., part (b).





