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I.
OFFICE OF THE CONSUMER ADVOCATE POSITION


The Office of the Consumer Advocate (“OCA”) hereby files its initial brief in this proceeding in support of the Postal Service’s proposed Premium Forwarding Service (“PFS”).  The Postal Service has provided evidence of costs demonstrating the price of the PFS is reasonable and is a service that postal patrons value.  The record demonstrates the experimental PFS has been popular with mailers and OCA believes PFS provides a valuable addition to the products offered by the Postal Service.  OCA is a signatory party to the Stipulation and Agreement filed by the Postal Service in this proceeding on October 11, 2007.  In OCA’s view, the Commission should accept the Stipulation and Agreement and recommend the Premium Forwarding Service as a permanent Special Service.
II.
PROCEDURAL HISTORY


In Docket No. MC2005-1, the Postal Service introduced Premium Forwarding Service as a two year experiment.  On July 31, 2007, the Postal Service filed its “Request for a Recommended Decision on Premium Forwarding Service” (“Request”).  The Postal Service’s Request proposes to convert the experimental PFS to a permanent Special Service offering.  No immediate change in PFS operations will flow from permanent authorization.  

The Postal Service proposes to maintain the existing pricing structure.  The price for the service consists of a $10.00 application fee and an $11.95 per shipment fee.
 The Postal Service will continue the PFS service option of reshipping all of a subscriber’s mail to a temporary address for a minimum of two weeks to a maximum of one year, per application. (USPS-T-1 at 2.)  While most PFS mail ships in a Priority Mail shipment, “[s]ome mail ships outside the weekly package, for example, to enable collection of a barcode scan or a signature upon delivery, because a package is too large to fit in the Priority Mail shipment, because of ineligibility for air transportation, or because postage due must be collected.”
  


With its Request, the Postal Service filed the prepared testimony of three witnesses: Loraine B. Hope (USPS-T-1), Abdulkadir M. Abdirahman (USPS-T-2) and   Gregory Dawson (USPS-T-3).  No workpapers or library references were filed with the three testimonies.  Following interrogatories, no party requested a hearing, and efforts to reach settlement among certain of the interested parties were favorable .
  The final date for interrogatories was September 18, 2007.  Initial briefs are due November 14, 2007, and reply briefs are due November 21, 2007.


USPS witness Hope states in her testimony that total revenues from the experimental product’s inception to June 30, 2007 were $17.6 million. (USPS-T-1 at 2.)  Since the product’s launch in August 2005, revenue growth has been consistent.  Net revenues in FY 2005 were $321.3 thousand; in FY 2006 they grew to $7,332.4 thousand and as of June, FY 2007 net revenues increased to $9,966.3 thousand. (USPS-T-1 at 6.)  As noted in USPS witness Hope’s testimony, there appears to be some seasonality in PFS usage with peaks occurring during December, January, May and June. (USPS-T-1 at 7.)  

The Postal Service’s Office of Consumer Advocate conducted a survey of customers who had used PFS.
  There were 1007 individual surveys distributed and 205 were completed. (USPS-T-1 at 10.)  Of those PFS customer’s responding to the survey, two-thirds indicated that they were very satisfied with PFS. (USPS-T-1 at 10; OCA/USPS-T1-4a (Tr. 2/38).)
 

USPS witness Abdirahman provided costing data for both the application cost and the per-shipment cost.   The application costs or set-up costs are associated with the cost of processing the PFS application, collection of fees and the creation of a PFS folder and recording the customer’s information in a PFS Master Log.  Witness Abdirahman estimated the application costs at $4.86 per customer. (USPS-T-2 at 3.)  The per-shipment costs relate to costs of mail separation, repackaging and dispatch that occur at a customer’s permanent address.   The cost model used assumed that most of the per-shipment costs are performed by a carrier.   The estimated per-shipments costs are $4.08. (USPS-T-2 at 5.)  The estimated application and per-shipment costs were used by USPS witness Dawson in his rate design. 

USPS witness Dawson estimated the average cost of a PFS shipment using a methodology consistent with that used by witness Scherer in Docket No. R2006-1. (USPS-T-3 at 4.)  The weekly reshipment fee of $11.95 consists of the proposed reshipment fee of $2.85 plus the postage charged currently for a 3 pound, zone 6 Priority Mail parcel. (OCA/USPS-T3-2 and 3 (Tr. 2/24-25).)  The PFS cost coverage for the PFS application fee is 206 percent.  The weekly reshipment fee has a cost coverage of 136 percent.  Thus, the overall cost coverage for PFS is 142 percent. (USPS-T-3 at 6.)
III.
DISCUSSION

The issue in this proceeding is straightforward:  should the Commission recommend the experimental Premium Forward Service for implementation as a permanent Special Service offering.  

OCA supports the Stipulation and Agreement to settle all issues raised by the request to for a recommended decision on implementing PFS as a permanent service.  The fees proposed are supported by the record.  During the experimental stage, the steady rise in volumes indicates the proposed service has been increasingly accepted by customers.  Also, the results of the “Special Studies Field Observation” referenced by witness Abdirahman in the attachment to his testimony states the customers at three locations studied during five different time periods had no major issues or complaints and are ”very excited” about the availability of PFS. (OCA/USPS-T2-1 (Tr. 2/16-20).)  

However, through discovery, it became evident that enhancement of the method for submitting an application or changing an address of PFS would be useful to postal patrons.  Currently, all transactions for PFS must be conducted in person at the post office serving the primary local address of the customer. (DBP/USPS-5 (Tr. 2/83-84); but see DBP/USPS-14 and 15 (Tr. 2/96-97).)  The survey of PFS users determined that several customers desired the ability to change their PFS from remote locations rather than at the post office of their primary address.  If an online registration option were available, postal customers indicated that they would be very likely to use the PFS service. (OCA/USPS-T1-4(h) (Tr. 2/43).) 

In the record, the Postal Service has committed to continue to explore online registration options. (DBP/USPS-1(n) (Tr. 2/73-74); see also, OCA/USPS-T1-7(d) (Tr. 2/30 and 32).)  The development of remote signup for PFS through a communication function would incur various costs. (DBP/USPS-7 (Tr. 2/87).)  This commitment, which OCA believes is important and would result in a significant improvement in the convenience of the service, is made explicit in the Stipulation and Agreement:

To establish or modify service, PFS in its current form necessitates direct contact between a customer and a postal representative of a Post Office which serves that customer’s primary address.  All participants in Docket No. MC2007-3, including the Postal Service, want customer alternatives for establishing or modifying service that avoid this necessity. The Postal Service accordingly affirms its commitment to developing – as soon as available resources and priorities permit – alternatives that do not require direct contact between the PFS customer and a representative of the Post Office serving that customer’s primary address.


The proposed revision to DMCS Section 937.31 would eliminate the current requirement specifying that the PFS application and payment of postage and fees must be made at the post office responsible for mail delivery to that customer’s primary address.
  Instead, the revised DMCS language would allow flexibility to the Postal Service by providing only that the PFS application and all postage and fees be “as specified by the Postal Service.”  This revision, “acknowledging and facilitating future developments” (DBP/USPS-9 (Tr. 2/90)) will accommodate changes in the PFS customer requirements and permit requests for PFS from a distant location when the Postal Service activates remote changes.
IV.
CONCLUSION

Wherefore, the OCA requests that the Commission grant the Request and recommend a permanent Premium Forwarding Service. 
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� 	Docket No. MC2007-3, USPS witness Gregory Dawson (USPS-T-3) at 9.





� 	Stipulation and Agreement, October 11, 2007 at 1.





� 	Parties signing the settlement agreement were: National Newspaper Association, Association of Priority Mail Users, Inc., and OCA.





� 	The survey was not designed for statistical reliability and is described as a “qualitative” survey. (OCA/USPS-T1-3 (Tr. 2/37). See also, DBP/USPS-6 (Tr. 2/85-86).)





� 	Stipulation and Agreement, October 11, 2007, Terms and Conditions, paragraph 8.





� 	The proposed change regarding submittals of a PFS application would eliminate the words, “to the post office responsible for delivery to that customer’s primary address.”  (Request, Attachment A, page 2 of 3.) 





