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The United States Postal Service hereby provides the responses of witness
Samuel Pulcrano to questions posed by one intervenor, the Public Representative and
two Postal Regulatory Commissioners during oral cross-examination in this docket on
July 14, 2010. The response to one question (Tr. Vol. Il, page 238, line 10) remains
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paraphrased and followed by the responses.
Respectfully submitted,
UNITED STATES POSTAL SERVICE
By its attorneys:

Daniel J. Foucheaux, Jr.
Chief Counsel, Pricing and Product Support

Michael T. Tidwell

475 L'Enfant Plaza West, S.W.
Washington, D.C. 20260-1137
(202) 268-2998; Fax -5402
July 29, 2010



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PULCRANO
TO QUESTION POSED DURING ORAL CROSS-EXAMINATION ON JULY 14, 2010

Tr. Vol. ll, page 138, line 19 — APWU, Mr. Anderson:

Can you tell us the percentage of post office boxes that are used for commercial or
business purposes now as opposed to those used by individuals?

RESPONSE
Post Office Box applicants are requested to indicate whether the box will be used for
business purposes. Recent data indicate that approximately 25 percent of current box

holders list themselves as business users.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PULCRANO
TO QUESTION POSED DURING ORAL CROSS-EXAMINATION ON JULY 14, 2010

Tr. Vol. 2, page 188, line 23 — Commissioner Langley:

You explain that the Postal Service is developing a 10-year operations plan for
implementing various management initiatives intended to help close approximately half
of the projected cumulative $238 billion gap between revenues and expenses over the
next decade. When might that plan be available for examination?

RESPONSE

Plans currently are in development across all involved functional areas, and are due to
be completed and coordinated internally in time for presentation and review at the
September 2010 Board of Governors meeting. At that time, the Postal Service will be

able to determine the extent to which portions of the plans should be made public and

will submit relevant information accordingly, as soon as possible thereafter.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PULCRANO
TO QUESTION POSED DURING ORAL CROSS-EXAMINATION ON JULY 14, 2010

Tr. Vol Il, page 215, line 7 — Public Representative, Ms. Gallagher:

For the record, can you provide the name of the pharmaceutical association that you
reference earlier as having issued a public statement not opposing the Postal Service’s
proposal to implement the elimination of Saturday delivery to street and addresses and
related service changes?

RESPONSE

The National Community Pharmacists Association addressed a letter to the Postal
Regulatory Commission on July 12, 2010, commenting on the potential impact of a
change to five-day postal street delivery on the users of prescription medications, and
expressing the view that representatives of mail service pharmacies have overstated
the negative impact on patient access that can result from reducing mail delivery. A

copy of the letter is attached. It also can be accessed at the following link:

http://www.ncpanet.org/pdf/leg/us postal requlatorycommission.pdf
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July 12, 2010

Ruth Y. Goldway, Chairman

United States Postal Regulatory Commission
901 New York Avenue, NW, Suite 200
Washington, DC, 20268-0001

Subject: Impact of Potential Changes in Mail Service on Prescription Medication
Availability

Dear Chairman Goldway:

The National Community Pharmacists Association (NCPA) is writing to present our views on
the impact on patients access to prescription medications if the Posta Service modifies its
current mail delivery schedule. NCPA represents the interests of owners, managers, and
employees of the nation’s independent community pharmacies. Together these independent
pharmacies represent an $88 billion health-care marketplace, employ over 65,000 pharmacists,
and dispense over 40% of all retail prescriptions.

Written testimonies to the United States Postal Regulatory Commission and U.S. Senate's
Subcommittee on Federal Financial Management, Government Information, Federal Services,
and International Security from representatives of mail service pharmacies have overstated the
negative impact on patient access that can result from reducing mail delivery. We understand
that patients need to have ready access to their prescription medications, and appreciate that
adherence to medicationsis critical if health care costs are to be managed and patients quality of
careisto be maintained.

NCPA believes that other options exist to ensure patient access to needed medications if changes
are made to mail delivery. These include eliminating mandatory mail order programs that deny
patients the opportunity to receive medications from their local community pharmacist, as well
as utilizing home delivery programs where community pharmacists deliver medications to the
patient’ s doorstep.

Currently, there are ailmost 23,000 independent community pharmacies located throughout the
United States. Over half of these pharmacies are located in areas with a population of under
20,000 people. Based upon an internal analysis performed by NCPA using Census data and
National Council for Prescription Drug Programs data, approximately 87% of all Americans are
located within a5 mile radius of an independent community pharmacy. The typical independent
community pharmacy is open 6 days a week, and many are aso on cal for times when the
pharmacy is closed. If the United States Postal Service was to modify delivery schedules, most
patients would not only be able to receive their medication, but they would also benefit from
face-to-face in-person counseling from atrusted, local community pharmacist.
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One study by J.D. Power & Associates found that 61% of patients using a mail order pharmacy
are forced to do so due to mandates or differential copayments. Considering that most patients
that are in mandatory mail order programs have convenient access to a local community
pharmacist, we believe that many patients will welcome the removal of mandatory mail order
programs, allowing for greater competition between pharmacies, and providing for greater access
and choice of pharmacy provider.

Another private market solution is to encourage the use of home delivery. According to data
collected for the 2009 NCPA Digest, sponsored by Cardinal Health, 81% of independent
community pharmacies surveyed provide home delivery, a service where the pharmacy will
deliver medication to the patient’s doorstep. For many pharmacies, this service is often provided
free of charge, and is an excellent way to ensure that seniors and rura patients with limited
access to transportation can continue to access their medications.

When weighing the impact on patient access to mail order prescriptions from modifying mail
delivery, NCPA encourages the Postal Regulatory Commission to remember that private market
solutions exist between pharmacies, pharmacy benefit managers, and health plans to maintain
patient access to medications.

Thank you for your time and the opportunity to share our concerns.

Sincerely,

%ﬂ/m wu. Cos+er

John M. Coster, Ph.D, R.Ph
Senior Vice President, Government Affairs

cC: The Honorable Joseph Lieberman
The Honorable Daniel Akaka
The Honorable John McCain
The Honorable Thomas Carper
The Honorable Susan Collins

The Honorable Edol phus Towns
The Honorable Darrell Issa

The Honorable Stephen Lynch
The Honorable Jason Chaffetz



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS PULCRANO
TO QUESTION POSED DURING ORAL CROSS-EXAMINATION ON JULY 14, 2010

Tr. Vol. ll, page 239, line 5 — Commissioner Acton:

Is the memorandum from the Postal Service to the White House in response to their
inquiry about a 5-day delivery pilot test something you can share with the Commission?

RESPONSE
A copy of the April 26, 2010, letter from the Postmaster General to the Director of the
National Economic Council and Assistant to the President for Economic Policy is

attached.



JOHN E. POTTER
PoSTMASTER GENERAL, CEO

UNITED STATES

POSTAL SERVICE

April 26, 2010

Lawrence H. Summers, Ph.D.
Director, National Economic Council
and Assistant to the President for Economic Policy
The White House
1600 Pennsylvania Avenue, NW
Washington, DC 20502-0001

Dear Dr. Summers:

This responds to your recent question about the viability of the U.S. Postal Service conducting a
pilot test of delivering mail five days per week.

| appreciate this opportunity to respond to your question and to provide our view on the subject of
a pilot test for five-day delivery service. | would first like to reiterate that adjusting delivery days to
Monday through Friday is a key component of our Action Plan, Ensuring a Viable Postal Service
for America, which we developed to address a host of difficult financial challenges that we are
currently experiencing and which will become worse if our present course is not altered
substantially. In this plan we note that we intend to reduce by $123 billion a potential $238 billion
in cumulative losses by 2020 through cost-cutting and revenue-generation initiatives that we can
achieve within the existing framework of law. To close the remaining $115 billion in projected
losses, the Postal Service needs the flexibility to pursue additional opportunities in seven key
areas, one of which is in delivery frequency.

A number of independent public opinion polls conducted in 2009 and as recently as this March,
along with market research conducted on behalf of the Postal Service last summer and fall, show
broad support among the American public for five-day delivery as a means of preserving the
financial viability of the Postal Service, as opposed to alternatives such as using taxpayer funds
or raising postage prices. The plan to eliminate carrier delivery service on Saturday, which was
carefully constructed over the past year by a cross-functional team at Postal Service
Headquarters, would save the Postal Service a projected $3.1 billion annually. On March 30 the
Postal Service filed a request with the Postal Regulatory Commission for an advisory opinion on
eliminating Saturday delivery to street addresses. Of course, in order for five-day delivery to be
implemented, the annual appropriation bill rider, first added in 1983, requiring the Postal Service
to deliver mail six days each week, would have to be absent from the Fiscal Year 2011
appropriations bill.

The savings that would result from a five-day delivery model, along with the scope of operations
that would be in place as part of the model, are dependent upon the permanent, nationwide
implementation of five-day delivery. As such, | believe a pilot test would not produce substantive
results that could be used to decide whether to make the change nationwide or permanent. Our
customers likely would, at best, find a pilot test to be confusing, and, at worst, costly and time-
consuming. Many individual customers would be unsure as to when their mail would be
delivered. Business mailers would not only face a similar uncertainty, but would, in some
circumstances, have to spend additional money to change their mass mailings to accommodate
a regional test or a test with a limited timeframe. Meanwhile, some mailers, knowing of the
limitations of a pilot, may choose not to alter their mailing patterns at all, making the results of the
test unrepresentative of a full-time, five-day delivery environment.
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From an operational standpoint a pilot test conducted on a regional basis would increase some of
our costs in the short term. For example, we either would have to make manual changes to mail
processing sorting schemes and payroll or utilize information technology to program such
changes for a limited time or geographic area. We believe that our information technology
programming changes, estimated to cost $10 million-$12 million for a national, full-time
implementation, would grow significantly to accommodate a test, as would administrative costs if
we decided to forego programming changes in favor of performing manual processing for the
defined test period. We also would have to communicate the pilot's parameters to the public and
employees. During such a test we would be unable to make the permanent, necessary changes
to our delivery workforce, transportation networks, and mail processing operations that would
yield the projected $3.1 billion savings. The largest financial impact of a pilot would be the fact
that many career employees in the pilot area would have to be paid not to work or be relocated,
while many of our non-career and part-time employees would see their wages reduced or
eliminated. Any savings in wages that the Postal Service would realize during the test would
immediately disappear at the test’s conclusion.

It may be helpful for me to offer a distinct example of the internal challenges that a test would
present. In City Letter Carrier operations, full-time, regular City Carriers generally are assigned to
a single delivery route that they service five days per week. These Carriers are scheduled to
have Sunday off as well as one other day of the week. A category of full-time Carriers, known as
Carrier Technicians, also are scheduled to work five days per week; but instead of servicing the
same route each day, they cover the day off—and the route—of five different carriers. The five-
day delivery proposal anticipates the reduction of approximately 25,000 full-time City Carrier
assignments and $2.2 billion in annual savings in City Carrier operations. The savings are
generated primarily by the fact that under a five-day delivery model, regular Carriers assigned to
a single route would have Saturday and Sunday off, eliminating the need for the Carrier
Technician and Relief Carrier assignments. We plan to transition full-time Carrier Technician
assignments into Carrier positions (that cover a single route) that become available through
attrition (a significant percentage of our current workforce is eligible for retirement between now
and 2014). Under a pilot test we would be unable to carry out this Carrier alignment, and during
the test itself, we would have a surplus of Letter Carriers for whom we would have to find
productive work within their craft, and if unsuccessful, pay them to perform no work because our
contract with the National Association of Letter Carriers guarantees full-time, regular Carriers a
40-hour work week. Under our national proposal for five-day delivery we intend to preserve the
employment of our career City Carriers.

We would face similar, but more complex issues with respect to Rural Carriers because our
collective bargaining agreement with the National Rural Letter Carriers’ Association specifically
addresses the need to negotiate the effects that any changes in the number of delivery days have
on Rural Carriers.

Another example of a particular complexity that we would face in the implementation of a regional
pilot test would be communicating with customers about the test. For instance, if the test was
confined to a single state, the Postal Service would have to carry out extensive communications
to inform those customers within that state that there will be no mail delivery to street address or
mail collection services on Saturdays. Such communications pieces would include the issuance
of news releases, the posting of notices in postal property and on our www.usps.com Web site,
and at least two notifications mailed to each delivery point in the impacted area. The Postal
Service also would have to inform customers in the rest of the nation about the test via many of
the same communications channels, as many individual customers and businesses will send mail
to and receive mail from the test state.
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Businesses located outside of the test state but which plan to mail inside the test state likely
would have to carry out their own set of communications with their customers to ensure that the
impact of the test on any transaction was understood. Major mailers also would have to decide
whether to incur the costs of reprogramming their information technology systems to take into
account a pilot area or timeline or ignore the parameters of a test. This would be confusing for
all involved.

A pilot test on a regional basis also would lead to questions about fairness and equity, as the
region with five-day delivery would be receiving less service than the rest of the country. Such

a situation may not be in accordance with our statutory mandate of providing universal service to
the nation. Also, it would be challenging to select a community or region as the test location. It
is not clear how we could select a community or region that would be representative of America.
Lacking a representative community, if the Postal Service was to attempt a pilot program for the
entire country for a limited time, | believe that it would be difficult to measure success clearly.

| do not take lightly our request for approval to adopt a five-day delivery schedule, as | realize
that it represents a change to our customers and employees. | do, however, believe that we can
implement five-day delivery successfully so that it is acceptable to the American people for the
long term and serves as a pillar of our financial sustainability. A pilot test, with all of the
challenges that would arise, would not demonstrate the efficacy in which we could perform five-
day delivery moving forward, and thus, may raise doubt among the public of our ability to do so.

| sincerely appreciate your interest in the financial condition of the Postal Service. | look forward
to continuing to work with Congress and the Administration to place the Postal Service on a firm
financial footing for the years to come.

Sincerely,

G

John E. Potter



