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PROCEEDINGS
[1:30 p.m.]

COMMISSICNER LeBLANC: Ladies and gentlemen, this
hearing will come to order.

Today we continue hearings in Docket Number
MC98-1, considering the Postal Service request to initiate
Mailing Online Service.

This afternoon we will hear from Postal Service
Witnesses Rothschild and Garvey.

At the request of counsel for the Mail Advertising
Service Assoclation Internatiocnal, the Commission agreed to
continue the cross examination of Witness Garvey tomorrow
morning.

Before we begin, I have a couple of procedural
issues to mention. Several of these matters relate directly
to issues raised by the counsel for MASA, who is unable to
be here this afternoon.

Mr. Costich, Mr. Richardson, somebody from OCA, if
you will, will you please contact Mr. Bush's office and let
him know that we discussed these matters, a context of what
we are talking about here today, please.

MR. RICHARDSON: We will do that.

COMMISSIONER LeBLANC: Pleage tell him that the
Commission gets overnight transcript service, so today's

transcript should be available first think tomorrow morning,

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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and I will expect him to have reviewed this afternoon's
transcript both to familiarize himself with my rulings and
to go over the cross examination of Witness Garvey so that
he can avoid asking Witness Garvey questions that have
already been answered.

If you will relay that to him, thank you very
much.

MR. RICHARDSON: Yes, I will.

COMMISSIONER LeBLANC: The first item requiring
clarification that I am not sure I made clear to Mr. Bush
yesterday was his question concerning discovery directed to
the Postal Service.

As Mr. Hollies mentioned, the Commission allows
discovery directed to the Postal Service to obtain
information or data necessary to prepare intervenor
evidence.

Although discovery concerning the Postal Service
direct case should have been completed by this time,
participants are allowed tc ask for data on information
necessary -- information necessary -- for developing their
direct or rebuttal evidence.

Ruling Number 10 established the current
procedural schedule for this case. Participants are allowed
to supplement their direct case by filing evidence based on

market test data until January 27th. Therefore, discovery

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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related to experience during the market test will be
permissible until January 19th.
If there are any questions, please feel free to
ask our counsel this afternoon, but I believe that is clear.
Next I will turn to the designation of the Postal
Service answer to Presiding Officer's Information Request
Number 2, Question 4{a).
The Postal Service response was ldentified as
Library Reference USPS-LR-16 MC98-1, and made subject to
protective covenants and conditions by my Ruling Number 11.
I will receive that response into evidence, but
because the Library Reference is under protective
conditions, it will not -- will not -- be transcribed into
the record. That material will be maintained subject to the
existing protective conditions in the Office of the
Commigssion's Secretary.
[Designation of the Postal Service
regponse, USPS-LR-16 MCS88-1, to
Presiding Officer's Information
Request Number 2, Question 4(a),
was received into evidence and not
trangscribed into the record.]
COMMISSIONER LeBLANC: I will receive that
response into evidence, but because the Library Reference is

under protective conditions, it will not -- will not -- be

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{(202) 842-0034
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transcribed into the record. That material will be
maintained subject to the existing protective conditions in
the Office of the Commission's Secretary.

Counsel for both Pitney Bowes and MASA have
indicated that they might want to cross examination Witness
Garvey about Library Reference Number 16. Regquests for such
cross examination are to be made by close ©of business
November 24th.

If necessary, procedures for cross examination on
the materials subject to protective conditions can be
arranged.

If this becomes necessary, I urge counsel to
discuss with each other how to conduct this cross
examination efficiently and offer suggestions for helping
out each counsel.

Now at this point, does any participant have a
procedural issue to raise before we begin?

[No response.]

COMMISSIONER LeBLANC: The first order of business
then is receipt of designated written cross examination of
Witness Hamm.

I mentioned this at yesterday's hearing. Wwho is
going to be the lead counsel today?Tom Orlando

MR. REITER: Scott Reiter.

COMMISSIONER LeBLANC: Okay. Mr. Reiter, then,

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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have you had the opportunity to confirm that Witness Hamm
has no changes to make in his written responses which have
been designated and incorporated into the record?

MR. REITER: Yes, I have.

COMMISSIONER LeBLANC: I'll be handing two copies
of the designated written cross-examination of Witness Hamm
to the Reporter and I direct that it be transcribed and
received into evidence.

Witness Hamm provided a declaration of
authenticity when he submitted these responses, and since
there has been no changes, no additional declaration is
necessary.

Mr. Reporter -- two copies.

[Designation of Written
Cross-Examination of Witness Hamm,
USPS-T6, was received into evidence

and transcribed into the record.]
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HAMM
TO INTERROGATORIES OF MAIL ADVERTISING SERVICE ASSOC. INTL

MASA/USPS-T6-1. In your testimony at page 1, you state that Printing Industries of
America ("PIA”) “represents every segment of the printing industry. Identify each
"segment of the printing industry,” provide a namative definition of each segment, and
state how many of PlA’s members are in each segment (estimates may be used if exact

numbers are not available).

RESPONSE:

Printing industry segments are defined in the table below, and each is shown with a

percentage of the industry that the segment represents. PIA does not specifically ask

its members to which segments they belong. Based on my general knowledge of PIA, |

have no reason to believe that Pl1A’'s membership would exhibit different characteristics

from the industry in general.

newspapers

INDUSTRY SEGMENT BRIEF DEFINITION PERCENTAGE
General Commercial Full range of printing services, may 47%
Printing ] include segments below
Quick printing Typically photocopy, often retail, may | 15%
also include general commercial
printing
Newspaper printing Printers who specialize in printing 10%

Magazine printing

Printers specializing in printing of
magazines :

Less than 1%

Book .pn'nﬁng

Printers specializing in the printing of
books

Less than 1%

Financial, legal printing

Printers specializing in the financial
services market such as SEC filings,

Less than 1%

annuai reports etc

Screen process, except General printing using screen process | 2.5%

textile for signs, other printing

Thermography Printers specializing in thermographic | Less than 1%
process including business cards,
stationery

Business forms printing

Printers specializing in printing of
business forms, often for computer
applications

1.5%




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HAMM
TO INTERROGATORIES OF MAIL ADVERTISING SERVICE ASSOC. INT'L

Label, wrapper printing

Printers specializing in printing of
labels for food and other products

1.5%

Tag, ticket, tape printing

Printers specializing in printing of tags
etc. for clothing and other items

Less than 1%

Greeting card printing

Printers specializing in printing of
reeting cards

Less than 1%

Package printing Printers specializing in printing of 3%
packaging materials
Prepress services Companies specializing in production | 11%

of materials for printing

Trade binding

Companies specializing in binding of

‘materials from printers

Less than 1%




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HAMM
TO INTERROGATORIES OF MAIL ADVERTISING SERVICE ASSOC. INT'L

MASA/USPS-T6-2. You state at page 1 of your testimony that "jwhile PIA represents
large companies, the overwheiming majority of printers have fewer than 20 employees.”

a. Identify all sources that support or provide the basis for this statement, and
produce a written copy of the source material.

b. Provide the following information about PIA's membership:
the number and percentage of its membership with (i) less than 20 empioyees;
(i) more than 20 employees and less than 50 employees; (jii) more than 50
employees and less than 100 employees; (iv) more than 100 employees and
less than 200 employees; and (v) more than 200 employees.

c. Produce any PIA membership brochures or profiles or any other document that
contains information about the business segments and size of the PIA
membership in the possession of PIA.

d. PlA’'s members perform services such as folding, inserting, and presorting, for
their customers? If so, what percentage of PIA's members perform such
services, and what percentage of their business in revenues does this service
sector represent (give estimates if precise data is unavailable).

e. What percentage of PIA’s membership is comprised of businesses that offer
leftershop services?

RESPONSE:

a. PIA member records refiect that 65.4% of active members printer (a total of
10,373 com;;anies) have fewer than 20 employees.

b. PlA's records do not fit the categories specified exactly. Below is the information

available to PIA:

Less than 20 employees 65.4% 6,783
More-than 20 and less than 50 17.5% 1815
More than 50 and less than 100 8.8% 912
More thlan 100 and less than 250 5.75% L1ty
More than 250 2.5% 259

c. This information can be found in PIA’s 1998 Annual Report To Congress, which

is being filed as Library Reference USPS-LR-21.
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d. Yes; however, we do not collect such information from our members.

e. We do not collect that information from our members.




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HAMM
TO INTERROGATORIES OF MAIL ADVERTISING SERVICE ASSOC. INT'L

MASA/USPS-T6-3. State with respect to your employer, Balmer [sic) Printing and
Graphics, the number of employees, its size relative to the average PIA member, and
whether it is cumently engaged in what you have described as “digital printing.” If
Balmer [sic] is engaged in digital printing, provide a brief description of the nature of its
digital printing business, and state the percentage of its business in terms of revenues
and number of jobs that derives from digital printing jobs.

RESPONSE:

Balmar employs 475 people, which makes it a relatively large printer; see response to

MASA/USPS-T6-2(b).

Balmar employs black and white digital printing technology from Xerox and color digital
printing technology from Xerox and Canon. In Balmar's Fiscal year ending July 31,
1998, Balmar produced 241,000,000 digitally printed impressions. This totaled
approximately $10,700,000 in revenues or 20.9% of Balmar's revenues. Balmar

processes approximately 750 digitally printed jobs per month.

Balmar's Digital Printing Services provide clients with an integrated Document
management capability in which they can submit documents for on-demand printing;
Balmar can capture electronic or hardcopy documents into digital files for printingi;
Balmar can manage the clients’ docuﬁuant repositories (Libraries) in an on-ine archive,
Clients can access their Library via the intemet to view documents, submit changes to
documents or new documents and can place orders for printing and distribution; and
Balmar can print and distribute the documents. Balmar's digital printing services

include variable data printing, where documents can be persdhalized or customized.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HAMM
TO INTERROGATORIES OF MAIL ADVERTISING SERVICE ASSOC. INT'L

MASA/USPS-T64. With respect to the Digital Printing Council referred to at
page 1 of your testimony, state (i} whether it is a part of PLA; (ii) how many members it
has and how they were chosen; and (jii) what its functions are.

RESPONSE:

The Digital Printing Council is a PIA program that focuses on digital printing—its

technology, applications, markets, and business strategies. Currently there are 200

members that pay an annuat subscription fee to join.
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MASA/USPS-T6-5. Describe the decision-making process by which it was
determined that PIA should support MOL and offer your testimony. Include in your
answer a description of the members consulted, any votes that were taken and, if sa,
by which govemning bodies within PIA,

RESPONSE:

Since most members of the DPC have been active in the digital printing market and
were prospective print providers for the program, DPC staff reviewed the materials and
saw a demonstration of the Mailing Online system. No vote by a goverming body was
taken. There is a DPC Steering Committee that advises the PIA staff on the program’s

products and services. It was the consensus of this steering committee that Mailing

Online should receive the support of the DPC; however, no votes were taken.



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS HAMM
TO INTERROGATORIES OF MAIL ADVERTISING SERVICE ASSOC. INTL

MASA/USPS-T6-6. In response to DPB/USPS-T6-2, you refer to a Request for
Proposat ("RFP").

a. Produce a copy of the RFP and any other material that was sent to PIA members
as described in your answer.

b. Confirm that only 250 members of PIA were sent the RFP and asked to
comment upon it. if you cannot confirm, explain why not.

c. Was any other contact made with PIA members that is support for the statement
in your testimony that PIA members are “eager to participate™ in MOL? If so,
describe the contact.

d Your answer states that “this program focuses solely on digital printing and its
applications.” To what “program” does this answer refer?

e. Your answer states that the 250 PIA members receiving the RFP were asked to
make “comments, deletions and additions” to the RFP. How many of the 250
responded to this request? Produce copies of all responses.

f. Your answer also refers to PIA’s Economics Department. Confirm that the
Economics Department has done no inquity of PIA members specifically
concerning MOL. If you cannot confirm, explain in detail why not and what the
Economics Department has done with respect to MOL,

RESPONSE:

a. A copy of the draft Request for Proposal that was sent to the members of the
PiA's Digital ‘Printing Council {(DPC) and to the DPC Steering Committee and Vendor
Advisory Committees and the cover letter are being filed as Library Reference USPS-
LR-22.

b. { am unable to confinm the number of PIA members who were sent the REP. We
provit'ied the list to the Postal Service, which sent the RFPs.

c. The DPC members were sent a memorandum from the program manager
oﬂ‘en‘nQ them the opportunity to receive a copy of the bid solicitation on the Northeast
Print Site for Maiting Online. Although I do not specifically know how rmany members
responded to the request, my testimony thal members are eager to participate is based

upon many conversations [ have had with members.
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d. The program is the Digital Printing Council.

e. | do not know how many members responded or ha\)e their actual responses
because the responses were sent directly to the Postal Setvice.

f. | referred to the PIA Economics Department in the context of tracking our
members’ needs and service, and the industry’s economic trends; however, it has no
specific role in Mailing Online. Rather, the DPC, as | have indicated, handles issues

related to Mailing Online.
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MASA/USPS-T6-7. Confirm that at most only 25 printers can be awarded contracts
under MOL as it is currently proposed. If you cannot confirm, explain in detail why not.

RESPONSE:

I cannot provide a definitive response, since this is a decision of the Postal Service.
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MASA/USPS-T6-8. With respect to printers who might qualify for the award of an MOL |
printer contract:

a. State the minimum size printer that, in your opinion, could satisfy the
requirements for service as a contract printer for MOL.

b. In your opinion and based on your experience, what percentage of the total
number of printers (see OCA/USPS-T6-3) already has the equipment necessary
to perform under an MOL printer contract?

c. At page 3 of your testimony you refer to 2,800 “digital printing units in the United
States in 1997." Define “digital printing units.” Is it necessary for a printer to
perform under an MOL to have a “digital printing unit?”

RESPONSE:

a. There is no way to determine the answer to this question. The minimum size
printer is the smallest one which has the equipment necessary to meet the contract
requirements.

b. PIA does not collect this type of information from its members. Digital
technology is growing in the printing industry. It can be expected lthat the number of
companies that could provide services under contract for Mailing Online would increase
as this technology expands.

c. A digital printing unit refers to an individual digital press.
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MASA/USPS-T6-9. With respect to the digital printing technology referred to in your

testimony:

a. are there any capacity limitations on such technology?

b. is digital technology more suited to shorter run print jobs than older print
technology? Explain your answer.

c. what is the upper limit print run that can be handied by digital printing
technology?

d. define and describe the older forms of print technology. Do these older forms
have any limitations that would make them unsuitable for use with MOL?
Explain your answer.

e. do oider forms of print technology have the ability to personalize messages? If
so, identify which ones and state whether, in your opinion, they could be used
with MOL.

RESPONSE:

a. The prnt runs for digital printing are typically 100 to 5000 depending on press
type.

b. Digital printing is more cost-effective for short runs due to shorter make-ready
time, and lower start-up costs. Traditional/older print technologies become more cost-
effective as the run length increases.

c. The upper limit depends upon the press and the type of document produced.
5000 is currently typical of the upper range.

d. - Offset Lithography is the most common form of an older print technoiogy. .In this
process, ink is transferred from a static plate onto a rubber blanket and then onto
paper. This process is unsuitablé for variable printed documents.

e. One of the keys to digital printing is the ability to personalize the documents. The
older forms of print technology do not have the ability to personalize because of the use

of imaged metal plates that make it too expensive to vary each printed sheet.
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MASA/USPS-T6-10. Describe fully and in detail all the ways in which “the benefits of
Mailing Online for the printing industry are not limited to those printers actually
participating in the service,” as you have testified at page 3 of your testimony. Include
in your answer a description of the “new businesses, increasing demand for printing”

referred to in your testimony. Identify and produce any data, studies, reports, or other
documentation that support your answer.

RESPONSE:

The statement was based on my experience, rather than on specific data. Digital
printing is a new and evolving technology whose use is still at an early stage. The
various market opportunities for digital printing are still being expiored. Mailing Online
provides a means both of using this technology and of broadening the demand for it.
As such, it may be a model for others considering offering online mailing services. As

with any new technology, digital printing will benefit if there is evidence of its success in

varying circumstances.
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Dynamic Training
Opportunities for the Present
and Future Workforce in the
World of Print

espite being the nauons largest manu-
D factunng industry 1n terms of number of

compames (52.200+). the pnnung industry
conunually faces the challenge of inding and
auracung good job candidaes. New technologies are
making this challenge doubly difficult because the
industn now demands so much expertise—in 1mage
mampulation. n computers, 1n color theon, pnnung
processes and 1n electronic communicauons Withow
traned and quahihied emplovees. companies cannot
brning on new work. invest in the newest
technologes. and expand their businesses

Once voung people make the move into the
raphi¢ arts mdustry, turnover 1s mimmal due to
eer sausfaciion and hgh paving jobs. Graphic
.z emplovees find pnnimng to be a graubang career
that pavs well. offers a full range of benefuts. and for
many. the road L enirepreneurshup

Because print 15 such a force 1in the nauons
economy and impacts nearly eveny commereial
actnvity, the industne has responded 1o this enneal
need 10 attract and train bnght. voung sob
candidates  The assocanons of the industny have
developed o number of programs. gencrally
mdusiry-led and -funded. 10 ind 1omorrows
innovatars chief executives and leaders Below 1s a
list of those programs

PrimED

Developed and coordinated by the Pnnung
Indusines of Amenca and ns afhbates. PnrukED 15 the
standard of excellence for staic-based vocatonal
education programs State programs actively seek
PnntED accrednauon and recognition PnniED s a
project of the Pninung Indusines of Amenca
Foundation

National Council for Skills Standards in

Graphic Communications

Cnginally founded by a gramt from the Department
! Labor. the navenal skill standards project s

rently a sclf-supporting organization involved in

snufving the standards of performance required by

graphic arts job funcions and cerufving professional

techmicians and operators Many pnntng assoa-

uons. schools. and busimesses suppon this effon

WorkPLACE

WorkPLACE is an effort to
assure that craftsmen in the
industry have basic hteracy
skills. As wath many industries.
emplovees often lack the basic
reading and mathematical skills
required 10 perform higher level
Jubs. As a result. despite proficiency
n a particular job, job growth for an individual 15
limued The WorkPLACE program s managed by
the Nauonal Association of Pnmiers and
Lithographers.

THE MEAIQIRS |

CLEOBé;TR

AL

MARGARET
GEORGE

Exccutive Development Program (EDP)
EDP. now 1n tts 38th vear. educates three disunct
levels of emerging and semior managers and own-
ers 1n the industry. In an academic environment.
new and seasoned leaders arc exposed to every
aspect of pnnt management from technology
and personnel to the environment and govern-
ment EDP 15 managed by the Pnnung
Industnes of Amenca

Technical Training Programs

The Graphie Ans Technical Foundanon
conducts conunuous traimng for all skill
levels at its facibiny 1n Pennmsyivana

Management Conferences

PLA and NAPL conduct annual conferences
to address management trends. corporate
finance. mergers and acquisitions.
markeung and sales 1ssues. and technology

BLACK FOREST BRAND Ham —

National Scholarship Trust Fund
(NSTF)

W5TF has provided aud 10 over 5.200
students studying in an undergraduate
graphic communications, pnnt, tndusinal
management or education program and sclect
graduate programs, Last year 313 students were
awarded grants totalhng $313.000

Graphic Communications Career Center
(GCCQ)

The mission of the GCCC 15 10 promote
recruitment. education and careers in the graphic
communicauons industry A new mieracuve CD-
ROM 15 avaitable enuled DiscoverPnnt.
DiscoverPrint puts a wade vanety of career-related
informanon at the finger-ups of students. parents.
gurdance counselors and others. Many indusiry
groups suppor thts program




PRINTING INDUSTRIES OF AMERICA LOCAL AFFILIATES

Alabama

Prnung Industry Associauon
of the South, Tnc

(615) 366-1094

Alaska
Pacihe Pninung and Imaging Association
(206) 285-8361

Arizona

Pnrung Indusines Association. Inc. of
ATzona

(602) 265-7742

Arkansss

Pnnung Industre Associauon
of the South. [nc

(615) 366-1094

California

Pnnung [ndustnes Associaton Ine ol
Seuthern Calutornia

(213) 728-9300

Ponung Industnes Associauon

of San Diego Inc

(619} 571-6553

Prinung Industnes

of Northern Califormia

(415) 495-8242

Colorade
Printing & Imaging Association
Mountain staes

(303 771-157

Connecticut

Prnting Ingustr. Assoviation
of Conneciut & Western
Massachusetre

(860} 242.8991

The Prnung Indusn

of Connevtioes, Ing

(203 8746793

Delaware
Graphic Ars Assocanon
{215) 299-3300

District of Columbia

Prinung and Graphie Commuriations
Association

{202) 682-30M

Florida

Prnting Assoctanon of Flenda, Ing
(800) T49-4855 (Miami)

(4071 240-8009 {Orlando)
(B30) 224-3081 (Tallahassee)
Georgia

Ponung Industny Assouianon

of Georgia. In¢ .
(770 433-3050

Hawaii
Paufic Panting and Imaging Associanon
(503) 297-3328

idaho
Pacihic Pninuing and maging Associanon
{503} 297.3328

{llinois
Printing Industry of Hlinos/Indiana
AssoCiatton

(312} 704-5000

Indiana

Prnung Industny of llhneis/Indiana
Assoclation

(3171 631-5780

lowa
Pnnung Industnes of the Midlands. Inc
(800} 397-0733

Kansas

Prninung Industnes Associaton
of the Heanland

{816) 421-7677

Kentucky

Prinung Industry Association
of the South. Inc

(615} 366-1094

Louisiana

Prnung Industn Assaciauon
of the South. Inc

(615) 366-1094

Maine
Prnung Industnes of New England
{308) 655-8700

Maryland
Prmung Indusines of Marvland. Inc
(800} 560-3306

Massachusetts

Pnnting Industnes of New England
(508) 655-8700

Prinung Industn Association

of Connecucut & Western
Massachuseus

{860} 242-8991

Michigan

Prnung Industnes of Michigan
(248) 354.9200

Minnesota

Prinung Industn of Minnesota, Inc
{6121 379-3360

Mississippi

Prmting [ndusin Associauon

of the Seuth Iny

(615) 366-1094

Missouri

Prinung Indusines of >t Louis

(314) 962-6780

Prnung Industnes Assoctation

o the Heartland

(816Y421-7677

Montana

Paoithe Prinune and Imaging Association

{303) 297.3328

Nebraska

Pnnung Indusines
of the Midlands. inc
(B0Q) 397-0733

Nevada

Pnnung Industnes Assovauon Ine of
Southern California

(213) 72B-9500

Pnnung industnes

of Northern Californ:a

{415) 495-8242

New Hampshire
Printing Indusines ol New England

(508) 655-8700
New Je

raey N
Assaciauon of the Graphig
Communicatons
(212) 2792100

Graphic Ans Association
(215) 299-3300

New Maxico

Pnnting & Imaging Association
Mountain States

(303) 771-1578

New York

Assoclauon of the Graphuc
Commumcations

212} 279-2100

Printing & Imaging Association
of New York State, Inc

{716) 691-3211

North Carolina

The Prinung Industry
of the Carolinas. Inc
{704) 357-1150

North Dakota
Panting Industnes of Amenca, nc
{703) 519-8110

Chio

Prnting Industnes Association. [nc
(4401835-6900 1Cleveland)
(614) 794-2300 (Westerville?
(513) 771-5422/(800) 771-5422
(Cincinnati?

Oklahoma

Graphic Communications Indusines
Association of Oklahorma, Ing

{800) 774-6890

O

- Faahc Pnnuing and Imaging Associanon

(9181 481-8784

Pennsylvania

Graphic Ans Assovanon

{215) 295-3300

Printing Industnes of Man land. Inc
(800) 560-3306

Rhode !sland
Prnung [ndusines of New England
(508} 635-8700

South Carolina

The Prinung fndustey
of the Carofinas. Inc
{704) 357-1150

South Dakota
Pnnung Industnes
of the Mudiands, Ine
(800) 3970733

Tennesses

Priaung industny Assocration
ol the sauth, In¢

(615) 366-1094

Texas

Prinuing & Imaging Association
of Texas

{214} 630-8871

Pnn:mg Industnes of the Gulf Coast
{713) 522.2046

Utah
Prnnung Industnes of L'iah
(801) 521-2623

Yermont

Prinung Indusines of New England
{508} 655-5700

Virginia

Pnnuag ladusines of Virginua, Inc.
(804) 643-1800

Washi
Pacific Prinung and Imaging Association
(206) 285-8361

Wast Virginia

Prinung lndustry Associanon
of the South, Inc

{615) 366-1094

Wisconsin

Prnting Industnes of Wisconsin
(414) 785-9090

Wyoming

Prninung & Imaging Assoclation

Mounian States
(303) 771-1578

THE GRAPHIC ARTS
LeGisLATIVE COUNCIL

Because the pnnting industry 1s so
diverse in 1yvpes of businesses and
product. other allied industrv groups
also parucipate in PLA acuvives In the
Governmen; Affairs arena. other
indusiry groups may become members
of the Graphic Ans Lepslave Council
{GALCY. which exists to promote 2
mulu-pronged approach towards solving
problems that aflect the industry on all
levels These members include

Bovk Manufacturers' Institute, nc
International Prepress Associanon
Internanonsl Reprographic Assocati

Nanonal Association of Pninters and
Lihuographers

Nauwonal Association of Pnnting Ink
Manufacturers, Ing

Nanonal Assoviation of Quick Printers. inc

Prinung Industnes of Amenca. Inc

Sponsared by

EIDSELBERCG-

NC

Printing Industries

of America, Inc.

100 Daingerfield Road

Alexandria, Virginia 22314
{703)519-8100 - FAX (703)548-3227

© 1998 Prinung Industnes of Amenaa
Desgned by judith Barrent Graphucs
“World with Pt ™ photograph by im Thawch










How THIs PIECE WAS MADE

rinting. an industry known for the age-old
Pprocess of putting ink on paper, has been greatly

changed by onrushing digital technology:
Computers. and other alternative mediz. are playing
major roles in enhancing and expanding business for the
American printer.

This annual report, created almost entirely on computer,
15 2 good example of how computer technology is
automating the printing process. The text was produced
through a word processing program. It was then
imported into design software to be combined
electronically wath photos, charts and graphics.

Saved to disk, the document was sent to Lawton
Printing, Inc. in Spokane. WA Lawton Printing used a
Heidelberg DI, a state of the art digital imaging press. to
produce this piece. The digital file was transferred
directly to the digital press. rather than producing the
image on traditional film or plates.

In the final stages of production. this annual report was
tnmmed and stitched to create the product you now
hold in yvour hands. A special thanks to Lawton
Printing. Inc. for printing this 1998 Report to Congress.




THE 1998 U.S. PRINTING INDUSTRY'S
PORT TO CONGRESS

PRINT—IT'S EVERYWHERE.

\

ife as we know n would not exist without pnnt. Printed material dominates

our day-to-day hves: from vour office letterhead to the Congressional Record.
from your dnvers license to the can of soda vou had with lunch, pnnting is a
- 5142 bithon industry that 1s. literally. everywhere.

— -

The tmpact of the industry on the United States” economy is just as staggering.

Virtually every commercial activity in the U.S depends heavily on this medium,

making printing a major force 1n the nanon’s economy. Printing is the nations largest

industry in number of companies with more than 52 200 hrms employing more than

1 milhon workers. Annually. the industry experts 1.5 billion in printed matenals, s
accounting for an additional 12.000 jobs.

Geographically, pnnting 15 the most diverse manufacturing industry in the US.
More than half the states have more than 10.000 pninting employees. Last vear,
‘ for the first ume. pnnung indusiry employment exceeded 1.000 in every state. In

a tvpical Congressional district, there are about 120 prnting firms with more than
2.300 emplovees producing approximatehy $300 mulhon in pnnted products and Coplopecs ;
semaces

and emplovs people m a vanetwy of techmical. management. and skilled and enury-level
positions. Last vear the U S, pnnung industry paid over $41 billion in wages and
salaries Salanes for skilled preducnon and echnical workers ranged from $15 to
§25 per hour Sales representatives and plant managers tvpically eammed between Amannd Saers
£30.000 to $60.000 annually

Alse. the pnnting industry 1s 2 major source of high-income job opportunities §

And. with the explosion of digual technologies and the Internet. printers are at the leading
edge of the mformation revolution that 15 transforming the rest of the U5 economy: Todays
printers are involved not only in production of “ink on paper.” but are rapidly expanding their
businesses 10 include CD-ROM production, software file management. and Internet services.

The result 1s an industry that 1s growing, proneenng new technologies. and creating high
paving jobs for graduaung students  What would your world be like wathout print? You need
to look no further than the cover of this repon

C éi 2 4 Skilled Production and

|
E Technical Workers $15 - $25 per hour
. I Sales Representatives $50,000 - $60,000 per year
John Reeder ’ Plant Managers $50,000 - $60,000 per year

Chairman of the Board

[ ————— ey




24,561 establishments .

354,651 employees
$46 billion in sales rasts b

L

Business Forms Pristing
820 establishments

40,687 employees

$5 billion in sales

Market Segments

General commercial pnnting
Quick printing

Magatzine printing
Newspaper printing

Book printing

Financial, legal printing
Screen process. except textile
Thermography

Business forms printing
Label. wrapper printing

Tag, ticket. tape prinung
Greeting card printing

Other specialty printing
Package printing

Prepress services

Trade binding

Other finishing services
Total Printing

Artworh

# of Establishments # of Employeces

24561
7837
283
5.333
356
199
1.364
286
820
872
153

49

987
1,746
5810
764
852
52,272

5333 establishments

173,105 employees
%25 billion in sales

354,651
56.039
33.254

173,105
33,940
11.937
24,428

8292
40.687
327

6.178

2801
36437

12315

77414
20,802
15,786
1,053,113

Magarine Printing

283 establishments

33,254 employees

wHOLE LR

MOTZARLLA

$ Sales (n Milions)

$46,840.8
$B.ENT
85,2874
$25,080.2
$5,355.9
$1,7859
$3.1974
$1.1779
$58056
$4.884.6
$861.1
$429.7
$5,3174
$18.3536
$7674.6
$1.7131
$1.221.7
$141,718.6

$5 billion in sales

Package Printing

1,746 establishments
123,151 employees
$18 billion in sales




PRINTING

IN THE UNITED STATES AL =l T N

rinting Establishments  Employees in

# of Establishments  # of Employees $ Sales (In Thousands)

« 7 Alabama 497 B.187 ‘ $1,0785
Alaska 71 1,245 N7
e . Arizona 681 11,922 %1.576.0
Arkansas 361 8,638 $1.216.2 ,
California 6,629 101,758 $13,1386 :
Colorado 846 13.858 $1.872.7 :
Connecticut 807 18,481 $2,499.4 i
Delaware 14 2,535 $346.3 é
District of Columbia 124 2,147 $268.2 3
Fiorida 2,361 33,705 54,3728 i
Georgia 1,155 26,901 $3.742.4 1
Hawaii 103 1,848 $2478 H
Idaho 176 3,154 $4336 !
Rinois 3,323 78,435 $10,458.2 - 4
Indiana 1.168 31,034 $4.349.4 .
lowa 738 15.739 $2,1382 2
Kansas 555 13.127 $1.830.2
Kentucky 554 15,284 §2,193.2 T
Louisiana 508 B.824 $1.213.6
Maine 232 5631 $825.0
Maryland 833 19,905 $2,676.2
Massachusetts 1532 35,080 $4,782.2
Michigan 1,872 36,224 $4,828.8
Minnesota 1.241 34,092 $4,758.6
Mississippi 259 5.034 ) $6978
Missouri 1.114 21,027 $2.729.1
Montana ' 158 2177 $284.5
Nebraska 390 7502 $1.0179
Nevada 180 3514 $479.1
New Hampshire 275 5932 $825.1
New Jersey 2.387 51,324 $6.861.1
New Mexico 331 3,740 $435.0
New York 3.947 81.840 $10.668.9
North Carolina 1.246 27189 $3,7271
North Dakota 140 1728 $216.2
Qhio 2,486 50,045 $6,668.6
Oklahoma 631 8,569 $1,119.6
Oregon 74 13,071 $1.754.2
Peninsylvania 2,500 61,312 $B.589.7
Rhode Island 243 4,945 S660.4
South Carolina 452 8.280 $1.128.3
South Dakota 181 2,831 5386.1
Tennessee 891 22,233 83,1010
Texas 3.389 49,346 $6.373.2
Utah 296 7137 $872.8
Vermont 146 3,724 55275 )
Virginia 882 22,202 $3,1229
Washington 1.026 18,339 82,4704
West Virginia 184 2832 5371.0
Wisconsin 1,265 38,31 $5.368.5
Wyoming 78 1,145 51448

Total 52,272 1,053,113 $141,718.6
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@ Digital Printing Council

April 17, 1998

Dear Digital Printing Council Member:

The Digital Printing Council members have an opportunity! How often have you
been asked for your comments on a new federal government program before it has been
established?

As prospective bidders, PIA's Digital Printing Council members have been invited to
comment on the attached contract specifications for a new U.S. Postal Service mail
service, Mailing Online.

Mailing Online will enable postal customers to electronically send documents
(produced on a desktop computer) to a commercial printing facility near the document’s
ultimate destination. The printing facility will then digitally print, finish and deposit the
documents into the mail stream for delivery. This new program is directed to the small
office/home office market and is currently in a test phase in Tampa. (This document
was sent using the Mailing Online test system.)

Please take this opportunity to review the attached specification sheets and fax
your comments to Lee Garvey, the USPS program manager at 202/268-4399 by
April 28, 1998.

Sincerely.

Joanwe Ue\J‘Q‘jOJ’Cf

Joanne N. Vinyard
Technology Coordinator

Aftachments

G:digital/digitsNlener/mailonlineltr.doc

! Sponsored by Printing industries of America, Inc.
== 100 Daingerfield Road, Alexandria, Virginia 22314-2888  703/519-8100 fax 703/548-3227




MAILING ONLINE
PRINTING AND MAILING SERVICES
{DRAFT)

1. Overview

The U.S. Postal Service is testing the development of a new hybrid mail service, Mailing Online. It
enables a postal customer using the Internet to electronically send documents produced on a desktop
computer to the Postal Service, which routes them to a commercial printing facility near the document’s
ultimate destination. The facility prints, finishes, and deposits the documents into the mail stream for
fast delivery.

II. Objective and Scope

The Postal Service intends to establish a nationwide network of digital on-demand printers to support
Mailing Online. As part of the development of the service, the Postal Service is conducting a limited
operations test in the central Florida area. This contract is for the services of a digital printer in the
[TBD] area to provide services in support of Mailing Online during expansion of the test and during the
roliout of the nationwide network. The period of performance will be one year with four option years.

ITl. Applicable Documents

The following documents are applicable to this contract;
U.S. Postal Service Domestic Mail Manual
U.S. Postal Service Administrative Support Manual

(Both documents are available from the Superintendent of Documents, U.S. Government
Printing Office, 941 N. Capitol St., N.E, Washington, DC 20402-9371; 202-512-1800)

IV. Definitions

Customer: A person or organization submitting an electronic print file to the U.S. Postal Service
through Mailing Online.

PDF: Porable Document Format (Adobe Systems)
PCL: Printer Command Language (Hewlett-Packard)
AFP: Advanced Function Presentation (IBM)

COR: Contracting Officer's Representative. A Postal employee delegated the responsibility to
manage the day-to-day technical aspects of the contract.

V. General Requirements

The contractor shall receive batched customer files electronically through a Postal Service network. A
file will contain both documents for printing and a database containing recipients’ names and addresses.
The contractor shall provide turmkey production, finishing, and distribution of the mail pieces and shall

invoice the Postal Service at the contractually-established rates for the services provided.
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V1. Specific Requirements

A. Performance

1. Data receipt and transmission

The Postal Service will install an FTP server at the contractor’s Jocation. This server
must be secured and may be used only for work performed under this contract. Data
will be transmitted to the server via a dedicated line, also instalied by the Postal Service,
Individual customer jobs will be transmitted to the server as they are submitted to the
Postal Service during the day. At the end of the day (not later than 8:00 p.m. Eastern
Time), batch instructions will be transmitted to the server for all of the customer jobs
submitted that day. Jobs will be batched based on print characteristics, and each batch
will be ZIP sorted to attain maximum presort efficiency.

The contractor must accept a variety of print formats, including but not limited to,
PostScript, PDF, PCL, and AFP files.

The USPS has established a Help Desk for assisting customers. The Help Desk may
contact the contractor with an inquiry about a specific job. Therefore, the contractor
must have a process for tracking the status and progress of a job, such as an electronic
job ticket, in order to provide information to the Help Desk or other USPS personnel
who may inquire.

2. Printing

After receipt of the end-of-day batch instructions, the contractor shall print all docu-
ments using the following specifications and constraints:

High quality digital output

84" x 11", 8% x 147, and 11" x17" simplex and duplex impressions on
20 Ib. white bond

Black and white printing with spotthighlight colors available

{red, green, magenta, and blue)

600 dpi print definition for black and white

Documents up to 48-8%" x 117 or 8%4" x 14" sheets or 24-11" x 17" sheets
(96 duplexed impressions)

Full-color postcards (800 dpi)

Personalization will be required as specified by the customer’s job.

Mailing Online will have the capability to provide online proofs to the customer in 2
PDF format. The contractor must have the capability to provide proofs to the customer
either by fax or by mail, as requested by the customer. Receipt of print instructions on
the server from the Postal Service shall constitute approval of an online proof.

3. Finishing
The contractor shall provide the following finishing options, as specified by the customer:
Stapling
Saddle Stitching (if stapling is specified for an 11" x 17" document)
Tape binding (perfect style)
Slitting (for postcards)
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4. Distribution

The contractor shall purchase both #10 and jumbo (9” x 12”) flat windowed and non-
windowed envelopes (white, 20Ib. stock, with glassine windows) for use under this
contract. The envelopes must be preprinted with a permit indicia for postage and a
USPS loge. [The artwork for these envelopes will be found in an attachment to the final
version of this Statement of Work.] The contractor must store the envelopes in a secure,
environmentally controlled location and ensure that they are only used for Postal
Service work. Replenishment of the envelope supply shall be the responsibility of the
contractor.

The contractor shall;
print an insert with both the mailing address and return address such that, when
inserted in the envelope, the addresses are visible through the windows, or
print both the mailing address and return address directly on envelopes, postcards or
self mailers.
The contractor shall fold each document to be inserted (if necessary), insert the docu-
ment and the address sheet into an envelope, and seal the envelope. The envelope size
shall be determined by the Postal Service based on the number of pages in the docu-
ment.

The contractor must prepare the mail for submission to the Postal Service in accordance
with all regulations outlined in the Domestic Mail Manual. Batch jobs received by 8
p-m. must be turned over to USPS Business Mail Entry Unit (BMEU) acceptance
personnel at a specified USPS plant no later than the cut-off time duning the next Postal
Service business day. After the mail is deposited with the Postal Service, the contractor
shall send an electronic acknowledgment back to the Postal Service via the dedicated
SErver.

B. Quality

The contractor shall provide a level of quality consistent with accepted industry standards and
shall have an established quality assurance plan. At all times, the printed material must conform
to the proof approved by the customer. For print jobs using spot color, the contractor shall
ensure even distribution of the color. The contractor shall reprint, at its own expense, any
materials which do not conform to the job and proof specifications transmitted by the USPS and
the customer.

The contractor shall ensure that routine preventive maintenance is performed on all equipment
and shal] ensure that equipment is properly calibrated at all times.

Any customer complaints will be received by the Postal Service and will be forwarded to the
contractor for necessary action. In the event of a mistake made by the contractor, the mistake
will be corrected at the contractor’s expense.

C. Contingency Planning

The contractor shall have an established plan for handling unanticipated peaks and surges in job
volume and machine outages. The plan shall be subject to review and approval by the COR.

The contractor shall provide adequate equipment, including sufficient backup equipment, and
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staff such that at all times, and at any volume of work, the performance standard of turning over
the finished jobs to the USPS by the next Postal Service business day (see VI.A.4) will be met.

D. Reporting

The contractor shall maintain copies of the Postage Statements, PS Form 3600-R (may be
downloaded at http://www.usps.gov/pdf/ps3600r.pdf) for a period of one year after completion
of the contract. These copies shall be made available for inspection by the Postal Service upon
request.

E. Invoici;‘lg

Initially, the contractor shall submit hard copy invoices on a monthly basis to the COR. When
the Postal Service makes electronic invoice processing available, the contractor agrees to submit
invoices to the Postal Service using EDI (Electronic Data Interchange) in accordance with
USPS-established EDI standards and procedures.

F. Security

The contractor must comply with all postal regulations relating to the handling of mail and must
provide a satisfactory means of physical access control to the area in which Mailing Online
documents will be prepared, processed, and stored. Any facility used for this contract is subject
to review by the U.S. Postal Inspection Service, which will determine the adequacy of the
security measures. Although not required in all facilities, electronic access control, closed
circuit television (CCTV), and video recording may be considered enhanced security. The
contractor must demonstrate a high degree of security for Mailing Online documents and files,
including access only by authorized persons. Attachment I contains mail secunty requirements
from the USPS Administrative Support Manual.

All contractor or subcontractor employees with access to USPS-provided data and/or documents
will be required to undergo a security clearance. Attachment II details the three levels of
clearance estabiished by the USPS. All employees will be required to obtain at least a basic
clearance. Some employees may be required to obtain a nonsensitive or sensitive clearance
based on their job responsibilities. In addition, all contractor or subcontractor employees may
be asked 10 sign a nondisclosure agreement.

The contractor shall submit completed security clearance forms and other data required by the
above referenced document to the COR within ten days of contract award. For any new em-
ployee assigned to Postal Service work, the contractor must submit the forms and data and
receive appropriate clearance before the employee begins such work. The contractor shall be
responsible for obtaining security clearance forms and data for all subcontractor personnel.

All excess hard copy generated as a result of this contract, including printed or partially printed
waste, must be shredded and disposed in accordance with local laws and regulations. The Postal
Service reconumends recycling of the shredded paper if such service is available.

The contractor shall erase all electronic versions of a customer’s job from the contractor’s equip-
ment upon completion of the job. The contractor shall not archive customers' jobs in any form
whatsoever. After deletion of the job from the contractor’s equipment, any reprints will require the
customer to resubmit the job, even if the need to reprint is caused by a contractor error.

Pige 5




Jobs performed under this contract must not be commingled with other jobs at the contractor’s
site. If different stages of the work (e.g., production, finishing, distribution) are performed in
separate locations, the contractor must provide adequate security when transporting materials
from one site to another. In addition, any subcontractor’s site must provide the same high degree
of security as the contractor’s site. The contractor must also provide adequate security when
transporting the finished envelopes to the Postal Service BMELU.

G. Contract Start-Up

Contract performance will begin approximately 60 days after contract award. During this start-
up period, the USPS will process the contractor’s security clearance forms, will install the T1
line and FTP file server, and will conduct in-depth security reviews to determine what facility
modifications, if any, are needed to ensure adequate security of the mail. The contractor will be
required to implement any needed security enhancements before the end of the 60 day start-up
period. The Postal Service shall have the right to review the facility, as madified, to ensure
adequate security is provided.

VII. Items Provided by the Postal Service

File server for receipt of data
Dedicated telecommunications lines

VIIL. Items Provided by the Contractor

All printing equipment
All printing supplies including paper and envelopes
Space, power, and environment for server and telecommunications

Attachment |
(Excerpts from USPS Administrative Support Manualy

274 Mail Security
274.1 Importance

The Postal Service must preserve and protect the security of all mail in its custody from unauthorized
opening, inspection, or reading of contents or covers; tampering; delay; or other unauthorized acts. Any
postal employee committing or allowing any of these unauthorized acts is subject to administrative
discipline or criminal prosecution leading to fine, imprisonment, or both. In cases when an employee
having a question about proper mail security procedures cannot consult a supervisor and when the
procedures are not clearly and specifically answered by postal regulations or by written direction of the
Inspection Service or General Counsel, the employee must resolve the question by protecting the mail in
all respects and moving it, or letting it move, without interruption, to its destination.

274.2 Opening, Searching, and Reading Mail Generally Prohibited
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274.21 Mail Sealed Against Inspection

No person may open mail sealed against inspection; or search, inspect, read, or disclose information
obtained from the mail or its contents; or surrender all or any part of such mail, whether or not such is
believed to contain criminal or other nonmailable matter; except to the extent one or more of these
actions is permitted because the person is:

a. A postal employee in a mail recovery center acting under the dead mail regulations in Postal Opera-
tions Manual (POM) 65.

b. A postal employee acting with the consent of the addressee or sender.
c. A person executing a search warrant under 274.6.

d. An authorized U.S. Customs Service or U.S. Department of Agriculture
employee acting under 274.91 or 274.92.

e. A postal inspector acting under 274.91d.

f. A postal employee disclosing information under 274.5.

g. An agricultural inspector of a state or territory of the United States, acting under the Terminal Inspec-
tion Act (7 U.S.C. 166) and in strict accordance with pertinent procedures in Publication 14, Mailing
Animals, Plants, and Related Matter: Restrictions and Prohibitions.

h. Acting as otherwise expressly permitted by federal statutes or postal regulations.

274.22 Mail Not Sealed Against Inspection

Mail not sealed against inspection may be opened, and its contents searched, inspected, and read, all or
any part of it surrendered. and information obtained from it released, but only to the extent a person is
permitted to take one or more of these actions under the following conditions:

a. Under any of the conditions that qualify for an exception under 274.21.

b. When an authorized postal employee must determine the mailability of the contents or the applicable
postage. '

c. As otherwise expressly permitted by federal statutes or postal regulations.

274.23 Definitions

274.231Mail Sealed Against Inspection

The following terms and definitions apply:

a. For purposes of this part, the terms “mail sealed against inspection™ and “sealed mail” mean mail on

which appropriate postage is paid, and which, under postal laws and regulations, is included within a
class of mail maintained by the Postal Service for the transmission of letters sealed against inspection.
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b. The terms include First-Class Mail, Priority Mail, Express Mail (domestic and international),
Mailgram messages, and the international letter mail forming part of the LC class of Postal Union mail.
See the definition of Postal Union mail in the International Mail Manual.

c. The terms exclude incidental First-Class matter permitted to be enclosed in or attached to certain
second-, third-, or fourth-class mailings (see DMM EQ070) and international transit mail (see 274.8).

d. When sealed mail is part of a mixed class mailing (see DMM EQ70), the sealed mail component of the
combination item is treated as sealed mail only if it is contained in its own envelope or other form of
sealed container.

274.232 Mail Not Sealed Against Inspection
The following terms and definitions apply:

a. For purposes of this part, the terms “mail not sealed against inspection” and “unsealed mail™ mean
mail on which appropriate postage for sealed mail is not paid, and which under postai laws or regula-
tions is not included within a class of mail maintained by the Postal Service for the transmission of
letters sealed against inspection.

b. The terms include Periodicals, Standard Mail, incidental First-Class attachments or enclosures mailed
under DMM EO070, and (as defined in the Intemational Mail Manual) international parcel post mail, the

AO class of Postal Union mail, and the international post cards and postal cards forming part of the LC

class of Postal Union mail. '

c. The terms do not include international transit mail (see 274.8).

[Section 274.24 omitted]

274.3 Permissible Detention of Mail

274.31 Sealed Mail Generally Not Detained

No one may detain mail sealed against inspection (other than a postal employee detaining dead mail),
except under the following conditions:

a. A postal inspector acting diligently and without avoidable delay, upon reasonable suspicion, for a
brief period of time, to assemble evidence sufficient to satisfy the probable-cause requirement for a
search warrant under 274.6, and to apply for, obtain, and execute the warrant.

b. A postal inspector acting under 39 U.S.C. 3003 who causes to be withheld from delivery mail that he
or she believes is involved in a scheme described in that statute if prompt wtitten notice is given to the
addressee advising the addressee of such action, the reasons for the action, and the addressee’s right to

_have such action reviewed under 39 CFR 964.

c. A postal inspector acting under 39 U.S.C. 3004 who causes to be withheld from delivery letiers or
parcels sent in the mail to places not the residence or regular business address of the person to whom
they are intended to enable the person to escape identification, if prompt written notice is given to the
addressee advising the addressee of such action, the reasons for such actions, and the addressee’s right to
have such action reviewed under 39 CFR 964.
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d. A postal employee acting in strict accordance with postal regulations (for example, 274.4 or DMMT
153.145).

e. A postal employee acting under postal regulations with the addressee’s or sender’s express consent
(for example, DMM D030 or DMMT 153.19).

f. A postal employee acting under an order issued under 39 U.S.C. 3005, relating to false representa-
tions, lotteries, and unlawful matter.

g. A postal employee acting under 274.62.

h_. A postal employee conducting a mai) count by direction of a postmaster or a postal inspector.

i. A postal employee acting under a federal court order.

j. A postal employee, during the period required to seek and obtain instructions under DMMT 153.7,
concerning mail whose delivery is in dispute, or under 424.1 of the Posta) Operations Manua] (POM)

conceming legal process, other than a search warrant duly issued under Rule 41 of the Federal Rules of
Criminal Procedure, purporting to require the surrender of mail matter.

k. A postal employee or an agricultural inspector of a state or territory of the United States, acting under
the Terminal Inspection Act (7 U.S.C. 166) and in strict accordance with pertinent procedures in Publi-
cation 14.

274.32 Unsealed Mail

Mail not sealed against inspection may be delayed or detained for the reasons in 274.31, and as other-
wise expressly permitted by postal regulations.

[Section 274.4 omitted)
274.5 Disclosure of Information Collected From Mail Sent or Received by Customers

Except under 274.5a through 274.5g, no employee may, in the performance of official duties, disclose
information on the cover of a piece of mail; information from the contents of a piece of mail inspected as
authorized; or other information about a piece of mail sent or received by any sender, addressee, or
group of senders or addressees. An employee may disclose such information:

a. To the Postal Inspection Service for its official use, including appropriate reference to law enforce-
ment authorities, when there is a reasonable basis to suspect that such information is evidence of the
commission of a crime. This exception does not apply to information obtained by opening sealed mail in
a mail recovery center, as that information may be used only in seeking to identify an address at which
the mail can be delivered.

b. Under 213 regarding mail covers.
¢. Under a search warrant in accordance with 274.6.

d. Under a federal court order.
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e. Al the request of the sender or addressee, or the authorized agent of either.
f. From the covers of mail by films or photocopies of the covers only for the following postal operations:

(1) Resolving or recording a service complaint when the complaining customer presents the cover as
evidence.

(2) Serving in place of Form 3546 if the film or copy shows nothing but the addressee’s prior and current
addresses, and does not reveal the sender’s name and address, the postmark, or any other information.

(3) Serving in place of Form 3547 by showing the cover with an address-correction label affixed in reply
to a mailer’s request for address correction on First-, third-, or fourth-class mail.

(4) Notifying a mailer of addressing inaccuracies affecting OCR readability if the film or copy is secured
in a locked cabinet, then destroyed as soon as the mailer resolves the inaccuracies.

(5) Facilitating internal postal operations under specific authorization from the chief postal inspector and
written instructions from the records officer not to disclose the information outside the Postal Service,
and to destroy the film or copy after a given retention period.

{6) Resolving a problem of machine missorting or of miscoded or unreadable OCR mail if the informa-
tion is disclosed only to the postal employees resolving the problem and that the copy is destroyed
immediately after resolution of the problem.

{7) Resolving a problem that involves Express Mail and is based on a complaint from the sender or
addressee, a refund request from the sender, or an internal service report if the information is disclosed
only to the postal employees resolving the problem and that the film or copy is destroyed immediately
after resolution of the problem.

(8) Providing information to a Postal Service contractor in the performance of a contract with the Postal
Service, but only if disclosure is authorized by the chief postal inspector and use of the information is in
strict compliance with contract clause 1-7, Non-Disclosure of Address Information (Appendix B of
Publication 41, USPS Procurement Manual).

g. From the covers of mail 1o document the mailing of an item that has. or is reasonably suspected of
having, improper postage of any kind. This subsection may be used only by a postal inspector or by a
postal employee acting at the direction of a postal inspector, and any documentation must be destroyed
when it is no longer needed for official use.

h. If otherwise permitted by postal regulations.
[Section 274.6 omitted]

274.7 Cooperation With Federal, State, and Local Agencies

A postal employee receiving a request from a federal, state, or local law enforcement, intelligence, or
other government agency, for access to, or information about, particular mail matter of any class in the
custody of the Postal Service must refer the request to the Postal Inspection Service. The employee must
include an explanation that the Inspection Service is responsible for liaison with all government agencies
with respect to a request of this kind. No employee of the Inspection Service may comply with such a
request, uniess authorized by postal regulations.

[Sections 274.8 and 274.9 omitted]
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‘ Attachment 11
{Excerpt from USPS Administrative Support Manual)

272.3 Clearances for Individuals Under Service Contracts
272.3]1 General
272.311Who Must Have Clearances

Individuals who provide contract services to the Postal Service, including contractors, contractors’
employees, subcontractors, and subcontractors’ employees at any tier, who have access to occupied
postal facilities and/or to postal information and resources, including postal computer systems must
obtain clearance from the Postal Service, as provided in 272, before being provided that access.

272.312 Exceptions

This section does not apply to contractors providing services (including repairs and alterations) under
local buying authority or to individuals providing mail transportation services under contract. (See MI
P0-530-91-8 for screening procedures for mail transportation contracts.) For contractors providing
services under local buying authority, the postal manager must take reasonable security precautions
before allowing these individuals to enter a postal facility, such as examining their past job perfor-
mances, local criminal histories, and knowledge of their respective companies. To the extent possible,
these individuals should have access to facilities only when postal employees occupy the facility.

272.32 Requirements
272.321 Levels of Clearance

As outlined below, four levels of clearance — basic, nonsensitive, sensitive, and intertm sensitive — are
available:

a. Basic clearance — clearance required for individuals who have access to postal facilities, but who do
not require a higher level of clearance as provided herein. Exception: Individuals whose access would
otherwise require a basic clearance do not require it if they need to have access for Jess than 2 weeks.
Clearance is required if access is extended beyond 2 weeks.

b. Nonsensitive clearance - clearance required for individuals who have access to postal information,
that if compromised, would have limited impact on the mission of the Postal Service, or who have
restricted access to postal computer systems, such as for word processing or data entry.

¢. Sensitive clearance — clearance required for individuals who have access to sensitive information
that, if compromised, would cause significant financial loss, inconvenience, or delay in the performance
of the mission of the Postal Service, or who have physical access to restricted areas in postal facilities
such as computer rooms and tape libraries, or who have access to computer systems such as on-site or
remote terminals for systerns development or accessing sensitive systems or data. Exception: Individuals
whose access would otherwise require a sensitive clearance require only a nonsensitive clearance if they
are assigned o a contract for 60 days or less.

d. Interim sensitive clearance — preliminary clearance granted for individuals for whom there is a
priority need to begin work before the completion of a sensitive clearance.
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272.322 Citizenship

Individuals requiring a nonsensitive clearance, sensitive clearance, or interim sensitive clearance must
be United States citizens, except that permanent resident aliens and other citizens of foreign countries
may provide services with the prior approval of the Postal Career Executive Service (PCES) manager for
whom the services are required. :

272.33 Responsibilities
272.331 Contracting Officer, Requiring Activities, and Contracting Officer’s Representative

The organizations requiring contract support and the contracting officer review the scope of work to
determine whether the nature of the work requires contracted individuals to have a clearance pursuant to
these procedures. If so, a provision referencing these requirements and procedures is included in the
solicitation documents. At the time of contract award, the contracting officer, the contracting officer’s
representative {COR), or a designee provides the contractor with the required clearance forms and
receives the forms upon completion.

a. Basic clearance. The contracting officer, the COR, or a designee may allow individuals needed
immedijately by postal management to have limited access to the postal facility for up to 2 weeks, under
the supervision of a postal employee, pending the receipt of the completed certifications for the basic
clearance. Upon receipt, the contracting officer, the COR, or a designee reviews them for completeness
and adequacy. If the information provided is satisfactory, the contracting officer, the COR, or a designee
authorizes the issuance of an identification badge (Form 5140, Non-Postal Service Contractor Em-
plovee) to the contract employee.

b. Nonsensitive, sensitive, and interim sensitive clearances. Upon receipt of the completed forms for the
nonsensitive, sensitive, and interim sensitive clearances, the contracting officer, the COR, or a designee
reviews them for completeness and adequacy and forwards them to:

SECURITY CLEARANCES

US POSTAL INSPECTION SERVICE
225 N HUMPHRIES BLVD

4TH FLOOR SOUTH

MEMPHIS TN 38161-0008

Individuals requiring a nonsensitive clearance, sensitive clearance, or interim sensitive clearance may
begin work when they receive notification that the security clearance has been granted. The contracting
officer, the COR, or a designee authorizes the issuance of an identification badge (Form 5140) to the
contract employee.

272.332 Inspection Service

The Inspection Service Qperations Support Group (ISOSG) performs the following record checks before
granting clearances. The ISOSG notifies the contracting officer, the COR, or a designee by memoran-
dum when an individual has been granted or denied a security clearance. When contractor access to a

computer is involved, the computer system security officer is also notified.

a. Before granting a nonsensitive, sensitive, or interim clearance, the ISOSG searches the Postal Inspec-
tion Service’s data bases.
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b. Before granting a nonsensitive, sensitive, or interim clearance, the ISOSG searches the National
Crime Information Center (NCIC) Wants and Warrants.

c. Before granting a sensitive clearance, the ISOSG requests a National Agency Check (NAC) from the
Office of Personnel Management (OPM) that includes the following:

(1) Security/Suitability Investigation Index (SII) — index of background investigations, those that are
completed by OPM and those conducted by other federal investigative agencies. OPM file retention is
15 years, or 25 years for an investigation that contains actionable information.

(2) FBI Identification Division — fingerprint index of arrest records and name file.

(3) Defense Clearance and Investigation Index (DCIl} — index of investigations conducted on Depart-
ment of Defense civilian and military personnel.

272.34 Documentation
272.341 General

If an individual has a current security clearance from another federal agency, the contractor should
provide documentation from that federal agency describing the clearance granted, the date it was
granted, and the name and telephone number of an agency contact person.

272.342 Basic Clearance

Contractors employing individuals who require a basic clearance must provide the documentation to the
contracting officer, COR, or a designee, before individuals are authorized to enter a postal facility in
connection with contract performance. The contractor must also maintain supporting documentation for
drug screening tests and criminal history inquiries subject to review by the Postal Service. Contractors
must provide certification that each individuatl:

a. Has passed 2 screening test for all of the controlled substances listed in Section 102(6) of the Con-
trolled Substances Act (21 U.5.C. Section 802(6)). The certification must include the name of the
employee, the name of the institution that performed the test, the name of the agency that certified the
laboratory, the date of the test (within 90 days of the submission of the results), and the negative results
of the test.

b. Is not on parole, probation, or under suspended sentence for commission of a felony.

c. Has not been convicted of a criminal violation during the past 5 years for offenses that involved
dishonesty, moral turpitude, financial gain, or assault.

d. Has not engaged in the illegal use, possession, sale, or transfer of narcotics or other illicit drugs during
the past 5 years.

e. Does not have pending serious criminal charges such as murder, rape, robbery, burglary, physical

assaults, sale and distribution of drugs, or weapons violations. If criminal charges are pending, the basic
clearance is not to be authorized until the charges have been resolved.
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272.343 Nonsensitive Clearance
Contractors employing individuals who require a nonsensitive clearance must provide to the contracting
officer, the COR, or a designee the foliowing documentation for each individual before these individuals

are authorized 10 enter a postal facility in connection with contract performance:

a. Form 2181-C, Authorization and Release — Background Investigations (USPS Contractors and
Employees of Contractors).

b. Form 1357, Request for Computer Access (if access to postal computer systems is required).

¢. Results from a criminal history inquiry through Jocal agencies (in this preferred order — state, county,
city), where the individual has resided and has been employed during the past 5 years.

d. Results of a credit bureau inquiry to identify any derogatory financial information concerning the
individual.

e. Verification of the individual’s employment history for the past 5 years, including a list of reasons for
termination or resignation from prior employers.

f. Verification of the individual’s United States citizenship through review of a birth certificate or
naturalization document.

g. Centification that the individual has passed a drug screening test pursuant to procedures for a basic
clearance.

k. Form 2025, Contract Personnel Questionnaire.

272.344 Sensitive Clearance

Contractors employing individuals who require a sensitive clearance must provide documentation to the
contracting officer, the COR, or a designee for each individual before that individual is authonzed to
enter a postal facility in connection with contract performance. Exception: The initial submission of
information required for individuals who had been previously granted a sensitive clearance and who
have had a break in service of 6 months or less is to be handled on a case-by-case basis. The complete
screening process is required for an individual that has had a break in service of 6 months or more. The
documents needed are:

a. Items ¢a) through (g) listed above for the nonsensitive clearance.

b. Form 2013, Sensitive Security Clearance Processing Request.

¢. SF 85P, Questionnaire for Public Trust Position.

d. FD 258, Applicant Fingerprint Chart (two copies). The fingerprint cards must be signed and dated by
someone with experience taking fingerprints.
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272.345 Interim Sensitive Clearance
When individuals are to begin work under an interim sensitive clearance, contractors must initially
provide the contracting officer, the COR, or a designee with items (c) through (g) required pursuant to

procedures for the nonsensitive clearance (discussed in 272.343) for each individual before authorization
can be granted to enter a postal facility in connection with contract performance.

272.35 Grounds for Denial or Revocation

A sensitive, nonsensitive, or interim clearance can be denied or revoked based on the information
developed during either the initial investigation or an investigation to update a clearance. The denial or
revocation can be based on an appraisal of circumstances surrounding serious incidents involving the
individual, regardless of the time frame, related to the following:

a. Refusal to furnish information requested pursuant to applicable laws, rules, and regulations that would
aid in the determination of qualifications for a security clearance.

b. Intentional, unauthorized disclosure or exposure of national security information, documents, or
material classified under Executive Order 12063,

¢. Dismissal from prior employment for cause.

d. Prior criminal conduct that could undermine the efficiency of the Postal Service or the safety of postal
employees.

e. Intentional false statements, deception, or fraud in an application for clearance or in a submission of
information furnished incidental to a contract with the Postal Service.

f. Habitual use of intoxicating beverages to excess.

g. Use of narcotics or dangerous drugs.

h. Reasonable doubt as to the loyalty to the government of the United States.

i. Conviction for theft, embezzlement, or ¢rimes of violence, including assault with a deadly weapon.

j. Any other circumstance that makes the individual unfit to do business with the Postal Service.

272.36 Reconsideration of Denial

An individual employed by a contractor, through the contractor, may request that the denial of a request
for a clearance be reconsidered, and may present new information on his or her behalf. The chief inspec-
tor considers any new evidence presented and advises the contracting officer of the decision. The

contractor's remedies for the failure of the Inspection Service to grant a requested clearance, either
initially or following reconsideration, are to be provided in the contract.
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COMMISSIONER LeBLANC: Next I want to deal with
the Postal Service response to Notice of Inguiry Number 1,
Issue 5. No witness responded to that response. I will
treat that response as an admission under Rule 27 and admit
it into evidence.
I am handing the Reporter two copies of Postal
Service response to Notice of Inquiry 1, Issue 5 to be
transcribed into the record at this point. Mr. Reporter, two
copies.
[Postal Service response to Notice
of Inguiry 1, Issue 5 was received
into evidence and transcribed into

the record.]
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Court Reporters
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RESPONSE OF UNITED STATES POSTAL SERVICE
TO NOTICE OF INQUIRY NO. 1, ISSUE §

The Commission queries in Issue 5 whether joint marketing costs that
promote Mailing Online should be attributed to Mailing Online, and if so, how the
cost attribution shouid be quantified. As the Postal Service has noted, the key
facts are that no marketing is focused exclusively on Mailing Online, other
products are promoted in the same ads along with Mailing Online, and further, if
Mailing Online were not present in the Postal Service’s product mix, the
marketing cost would be undiminished. Given these facts, it would be
inappropriate to attribute any joint promotion costs to Mailing Online.

Product costs cén be used to help set rates in two ways. The first
recognizes that a cost may vary to a certain degree as marginally more volume
of a product is sold. It is widely accepted that such information should be
incorporated in the rates at which the product is offered to customers. But in this
case, Mailing Online advertising costs will not change as customers avail
themselves of marginally more (or less) of the product.

The second way stems from an assessment of the change in total cost
that would occur if a product were not offered and everything else remained the
same. That change in costs is referred to as the product's incremental cost.

Ifa product eamns revenue sufficient to cover its incremental cost, then we
can be sure it is receiving no subsidy from the customers of other products.
Once again, however, it may be observed that postal advertising costs would not
diminish if Mailing Online, by itself, were not offered as a prdduct. Therefore,
joint promotion costs form no part of the incremental cost of Mailing Online and

should not be attributed to it on this basis.
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'RESPONSE OF UNITED STATES POSTAL SERVICE
TO NOTICE OF INQUIRY NO. 1, ISSUE 5

If the Commission nonetheless chose to allocate a portion of joint
marketing c-osts to Mailing Online, the question would remain whether a non-
arbitrary method exists to determine Mailing Online’s “share™ of those costs.
Regardless of the allocation method selected, the procedure would increase the
revenue that Mailing Online would be required to eam. But since the revenue
eamed by Mailing Online is already great enough to cover its incremental cost,
and therefore to ensure that it receives no subsidy, additional increases cannot
further the goal of faimess; moreover, it is unclear what policy goal would

thereby be served. Hence, any choice between allocation methods would

necessarily be arbitrary.

MC98-1
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COMMISSIONER LeBLANC: Mr. Reiter, will you now
identify your witness so that she can be sworn in?

MR. REITER: Yes, Mr. Presiding Officer.

Our next witness is Beth Rothschild.

Whereupon,

BETH ROTHSCHILD,
a witness, was called for examination by counsel for the
U.S. Postal Service and, having been first duly sworn, was
examined and testified as follows:

COMMISSIONER LeBLANC: Ms. Rothschild, your direct
testimony has already been received into evidence in this
case.

Have you had an opportunity to examine the packet
of designated written cross examination that was made
available to you earlier this morning?

THE WITNESS: Yes, I have.

COMMISSIONER LeBLANC: If these questions were
asked of you today, would your answers be the same as those
you previously provided in writing?

THE WITNESS: Yes, I would.

MR. REITER: Mr. Presiding Officer, I have one
more thing that we probably should do now.

In reviewing her testimony for hearings today, the
witness identified three typographical errors which we would

like to point out on the record.

ANN RILEY & ASSQOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{202) 842-0034
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I have revised pages if you would like those for
the Reporter, but I will go through and explain what they
were.

COMMISSIONER LeBLANC: Fine.

MR. REITER: They are merely typographical.

COMMISSIONER LeBLANC: Fine. If you have got some
revised copies for the Reporter, we would appreciate that,
too, but I would like to hear them, please.

MR. REITER: On page 18, the first line after the
heading D-1, there is the word "interviewing" in that line.
That should be deleted.

On page 20, after the heading 3, the second line,
about half-way in, has the words "response bias."

That should be "non-response bias" -- "n-o-n"
hyphen.

MR. WIGGINS: Mr. Presiding Officer, I'm sorry. I
missed that one. Could you do that again, Scott?

MR. REITER: 1I'll repeat that -- page 20 --

MR. WIGGINS: Right.

MR. REITER: After the heading 3 --

MR. WIGGINS: Got you.

MR. REITER: -- second line, right before the word
"response" add "non'".

MR. WIGGINS: Thank you.

MR. REITER: And on page 24 the first section of

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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Table 8, following the total row over and the total column
down, you will see the number 177. That should be "277" --
if you actually add up those numbers you get 277 so there is
no change to any numbers here. It was just a typographical
error.

COMMISSIONER LeBLANC: Can you provide two copies
of the corrected designated written cross examination of
Witness Rothschild to the Reporter, and I direct that they
be accepted into evidence and transcribed into the record at
this point.

MR. REITER: Thank you.

[Designation of Written
Cross-Examination of Beth
Rothschild, USPS-T4, was received
into evidence and transcribed into

the record.]

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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Response of Postal Service Witness Rothschild
to OCA Interrogatories

OCA/USPS-T4-36. Please refer to NetPost's Commercial Prices, at the 25 percent
contribution margin, shown on the rate cards that appear at the end of Attachment E in
USPS-LR-2/MC98-1.

a.

Please confirm that the prices in the rate card entitled “Next-Day Delivery” reflect
the rates of postage for First Class Mail. If you do not confirm, please explain.

Please confirm that the prices in the rate card entitled “Standard (Two-To Five-
Day) Delivery” refiect the rates of postage for Standard (A) mail. i you do not
confirm, please explain.

Please confirm that the prices in the rate cards entitied “Next-Day Delivery™ and
“Standard (Two-To Five-Day) Delivery” reflect the rates of postage that are to be
effective on January 10, 1989. If you do not confirm, please explain.

For the “Next-Day Delivery” and “Standard (Two-To Five-Day) Delivery” rate
cards, please provide the amount of postage assumed in the prices shown in
each cell. '

RESPONSE:

a,b,c. All prices in each rate card were the sum of a postage and production cost given

to us by the Postal Service.

d.

The foliowing postage rates were assumed for both the simplex and dqplex next-

day delivery commercial prices at the 25% contribution margin.

First Class Postage (Automation Presort, 3-Digit
Letter-Size, 3/5 Flat-Size)

1-2 pages {$0.254 $0.254/50.254 $0.254| $0.500 $0.500
1-4 pages [$0.254 $0.254($0.254 $0.254| $0.684 $0.684
5-6 pages 0.484 0.484| 0.684 0.684; 0.914 0.914
7-10 pages | 0.684 0.684| 0.914 0914 1.144 1.144
11-15 pages | 0.914 ' 0.914] 1.144 1.144 1.374 1.374
16-20 pages | 1.144 1.144| 1.374 1.374] 1.604 1.604
21-25 pages | 1.374 1.374) 1.604 1.604 1.834 1.834
26-30 pages | 1.604 1.604} 1.834 1.834 2.064 2.064
31-35pages | 1.834 1.834] 2.064 2.064| 2294 2.294
3640 pages | 2.064 2.064| 2.294 2294 2.524 2.524
4145 pages | 2.294 2.204| 2.524 2.524 2.89 2.89
46-48 pages | 2.524 2.524| 2.89 2.89 2.89 2.89




Response of Postal Service Witness Rothschild
to OCA Interrogatories

The following postage rates were assumed for duplex standard delivery commercial

prices at the 25% contribution margin.

Standard Rate Duplex
Pages |Ltr-Size Non-Ltr] Pages | Ltr-Size | Non-Ltr
1 0.162 25 - $0.2422
2 0.162 26 - $0.2500
3 0.162 27 - $0.2577
4 0.162 28 - $0.2654
5 0.162 29 - $0.2731
6 0.162 30 - $0.2809
7 - $0.1760F 31 - $0.2886
8 - $0.17600 32 - $0.2963
9 - $0.1760F 33 - $0.3041
10 - $0.1760] 34 - $0.3118
11 - $0.1760] 35 - $0.3185
12 - $0.1760] 36 - $0.3272
13 - $0.1760] 37 - $0.3350
14 - $0.1760] 38 - $0.3427
15 - 3$0.1760] 39 - $0.3504
16 - $0.1760F 40 - $0.3582
17 - $0.1804] 41 - $0.3659
18 - $0.1881] 42 - $0.3736
19 - $0.1958] 43 - $0.3813
20 - $0.2036f 44 - $0.3891
21 - $0.2113] 45 - $0.3968
22 - $0.2190] 46 - $0.4045
23 - $0.2268] 47 - $0.4123
24 - $0.2345] 48 - $0.4200




The following postage rates were assumed for simplex standard delivery commercial

Response of Postal Service Witness Rothschild

to OCA Interrogatories

prices at the 25% contribution margin.

Standard Rate Simplex

| Pages | Ltr-Size | Non-Ltr [Pages| Ltr-Size | Non-Ltr
1 0.162 25 - $0.2422
2 0.162 26 - $0.2500
3 0.162 27 - $0.2577
4 0.162 28 - $0.2654
5 0.162 28 - $0.2731
6 0.162 30 - $0.2809
7 - $0.1760] 31 - $0.2886
8 - $0.1760] 32 - $0.2863
8 - $0.1760] 33 - $0.3041
10 - $0.1760{ 34 - $0.3118
11 - $0.1760f 35 - $0.3195
12 - $0.1760] 36 - $0.3272
13 - $0.1760] 37 - $0.3350
14 - $0.1760{ 38 - $0.3427
15 - $0.1760] 39 - $0.3504
16 - $0.1760f 40 - $0.3582
17 - $0.1804] 41 - $0.3659
18 - $0.1881] 42 - $0.3736
19 - $0.1958] 43 - $0.3813
20 - 3$0.2036] 44 - $0.3891
21 - $0.2113] 45 - $0.3968
22 - $0.2190] 46 - $0.4045
23 - $0.2268] 47 - $0.4123
24 - $0.2345] 48 - $0.4200|




Response of Postal Service Withess Rothschild
To OCA Inteirogatories .

OCA/USPS-T4-37. Please refer to NetPost's Commercial Prices, at the 25 percent
contribution margin, for “Next-Day Delivery” shown on the rate card that appears at the
end of Attachment E in USPS-LR-2/MCS8-1.

a. Please confirm that there is no price per piece associated with 1-2 page, 11x17
Black & White or Spot color, Simplex pieces. If you do not confirm, please
explain and provide the price per piece.

b. Please confirm that 1-2 page, 11x17 Black & White or Spot color, Simplex pieces
was not offered as an option to survey respondents. If you do not confirm,
please explain.

c. Please confim that you have estimated no Mailing Online volume for 1-2 page,
11x17 Black & White or Spot Color, Simplex pieces. If you do not confirm,
please explain.

RESPONSE:

a.b.c. Confirmed.




Response of Postal Service Witness Rothschild
To OCA Interrogatories

OCA/USPS-T4-38. Please refer to NetPost's Commercial Prices, at the 25 percent
contribution margin, shown on the rate cards that appear at the end of Attachment E in
USPS-LR-2/MC98-1.

in the row labeled "More than 15 pages” on the *Next-Day Delivery” and
“Standard (Two-To-Five Day) Delivery” rate cards, please confinn that the
“Applicable postage rate + per page production cost” represents a weighted
average price per piece for Simplex and Duplex 8.5x11, 8.5x14, and 11x17
Black & White and Spot color. If you do not confirm, please explain.

in the row labeled "More than 15 pages® on the "Next-Day Delivery” and
“Standard (Two-To-Five Day) Delivery” rate cards, please provide the “Applicabie
postage rate + per page production cost” for Simplex and Duplex 8.5x11, 8.5x14,
and 11x17 Black & White and Spot color.

RESPONSE:

ab

NEXT-DAY Sx11/85x 1411 x17 [8.5x11 [8.5x 14 [11x 17

DELIVERY
Simplex 16-20 pages| $1.97 | $2.23 | $2.83 | $2.81 | $3.17 | $3.78

Not confirmed. Each category of color, size of paper, delivery time, and number
of sides was calculated separately. The applicable postage rate + per page
production cost on which revenue estimates were based for the category of more
than 15 pages was an average of the prices for 16-40 pages as shown in the
chart below. For example, the price for more than 15 pages, black and white,
nexi-day, simpiex is $2.89. it was computed by summing the prices for the five

categornies and dividing by five.

Black & White Spot

21-25 pages| $2.43 | $2.69 | $3.39 | $3.63 | $3.80 | $4.61
26-30 pages| $2.80 | $3.16 | $3.96 | $4.34 : 3461 | $5.44
31.35pages| $3.34 | $3.62 | $4.52 | $5.06 | $5.34 | $6.27
3640 pages| $3.80 { $4.09 | $5.08 | $5.78 | $6.06 } $7.09
More than| $2.80 | $3.18 | $306 | $4.34 | $4.61 | $5.44
15 pages

8.5x11[8.5x 14{11 x 17 [8.5x 11 [8.5x 14 [11x 17 |




Response of Postal Service Witness Rothschild
To OCA Interrogatories

Duplex 16-20 pages| $2.20 | $2.46 | $3.39 | $3.16 | $3.42 | $4.43

21-25pages| $2.73 | $2.90 | $4.08 | $3.95 | $4.21 | $5.40

26-30 pages| $3.25 | $352 | $4.77 | $4.73 | $5.00 | $6.36

31-35pages| $3.77 | $4.05 | $546 | $5.52 | $580 | $7.33

3640 pages| $4.29 | $4.58 | $6.15 | $6.30 | $659 | $8.29

More than| $3.25 | $3.52 [ $4.77 | $4.73 | $5.00 | $6.36
15 pages

Black & White Spot

STANDARD 8.5x1118.5x 1411 x 17 [8.5x 11 [8.5x 14 [11x 17
DELIVERY

Simplex 16-20 pages| $1.04 | $1.06 | $1.41 | $1.97 | $2.00 | $2.36

21-25pages| $1.30 | $1.34 | $1.78 | $2.50 | $2.53 | $3.00

26-30 pages| $1.57 | $1.61 | $2.15 | $3.02 | $3.06 | $3.63

31-35pages| $1.83 | $1.88 | $2.52 | §3.55 | 33.60 | $4.27

3640 pages| $2.10 | $2.15 | $2.88 | $4.07 | $4.13 [ $4.90

More than| $1.57 | $1.61 | $2.15 | $3.02 | $3.06 | $3.63
15 pages

8.5x1118.5x 1411 x17 [8.5x 11 [8.5x 14 [11x 17

Duplex 16-20pages| $1.27 | $1.30 | $1.87 | $2.22 | $2.25 | $2.86

21-25 pages| $1.60 | $1.63 | $2.37 | $2.82 | $2.85 | $3.64

26-30 pages| $1.93 | $1.97 | $2.87 | $3.41 | $3.45 | $4.41

31-35 pages| $2.26 | $2.31 | $3.37 | $4.01 $4.06 | $5.19

36-40 pages| $2.59 | $2.65 | $3.87 | $4.60 | $4.66 | $5.06

More than| $1.93 | $1.97 | $2.87 | $3.41 $3.45 | $4.41
15 pages




Response of Postal Service Witness Rothschiid
To OCA Interrogatories

OCA/USPS-T4-44. Please provide volume estimates for the 1999-2003 time period
based upon the rates and premailing fees in effect during the market test.

RESPONSE:
f am not aware of the rates and premailing fees expected to be in effect during the

market test. it is not part of our contractual responsibilities to calculate these estimates.




Response of Postal Service Witness Rothschild
To OCA Interrogatories

OCA/USPS-T4-45. Please provide volume estimates for the 1995-2003 time period
based upon the rates and premailing fees expected to be in effect during the
expenmental phase.

RESPONSE:

! am not aware of the rates and premailing fees expected to be in effect during the
experimental test. It is not part of our contractual responsibilities to calculate these

estimates.




RESPONSE OF POSTAL SERVICE WITNESS ROTHSCHILD
TO PITNEY BOWES INTERROGATORIES

PB/USPS-T4-1. Please refer to the projected nationwide demand for total NETPOST
services in each of the years for which you report in Tables 15 and 16 (pages 34 and
35) of fibrary reference USPS-LR-2/MC98-1.

Do you believe that the prices for various categories of NETPOST service
disclosed to your survey respondents were important to the accuracy of the
survey results? If not, please explain why not.

If the price points used in your survey were significantly below the price that will
actually be charged during the Mailing Online market test, will the volumes that
you report be overstated?

Please define your understanding of the word “significantiy” as you formulated
your answer {0 the question immediately above and explain any negative answer
to that question.

If, for any reason, the volumes projected by your survey results and analysis can
thought overstated, are there adjustments that can be made to the data or your
analysis of thern {o come to a better estimate? if so, please explain what they
are, with particular reference to volume overstatements resulting from price
understatements in the course of the conduct of the survey.

RESPONSE:

a.

In my judgment, the prices presented for various categories of NETPOST

Service were an important component in a survey respondent's decision to use

_the service.

b. ¢, d. As we know, even from our own experience, there is a relationship between

price and a person’s decision to acquire a product or service and, potentially,
how much of that product or service to use. More often than not, as the price
rises, interest or use declines. However, in some instances, when the price

becomes too low, the product or service being offered is perceived as inferior

and acquisition or use may drastically diminish.




RESPONSE OF POSTAL SERVICE WITNESS ROTHSCHILD
TO PITNEY BOWES INTERROGATORIES

Itis my understanding that the Mailing Online market test is limited in size,
scope, and duration. The service is being offered in one market, with one

| printer, for a short time frame. In contrast, our study assumed a NETPOST-type
service would be available nationally with many vendors participating. (See
Library Reference USPS-LR-2, cover page of brochure in Appendix F ~
NETPOST Service/Optional Worksheets.) Therefore, | believe the price
comparison between our survey and the market test is not appropriate—
Furthermore, | am not in a position to say what is or is not a “significantly” lower
price. The price point at which a drop in volume becomes noteworthy or
significant comes directly from observations of customers’ behaviors (i.e.,
empirical evidence), or testing of multipie price points in the research.
Our survey results were adjusied downward o take account of survey conditions
that are not typically reflected when a new product/service is actually introduced
into the market. Adjustments for aﬁareness and overstatement of intentions are
described on pages 31-33 of LR-2. in addition, our survey resuits were further

) adjusted to reflect a change in the need for internet access and compatible
hardware and software. (See pages 31 rand 32 of LR-2.)
ltl is my understanding that the experimental test is designed to collect data on
actual customer behaviors {i.e., volumes and costs) which can then be used to
set the rates for a permanent final Mailing Online service, if it is eventually

approved. | would expect these data on actual behaviors to be used in plaée of

the survey results to estimate volumes.




RESPONSE OF POSTAL SERVICE WITNESS ROTHSCHILD
TO PITNEY BOWES INTERROGATORIES

PB/USPS-T4-2. Was any govemment agency (or sub-part of a government agency) a
participant in the survey reported in Library Reference USPS-LR-2/MC98-1 (LR-2)?

RESPONSE:

Please see page 5 of Library Reference USPS-LR-2/MC98-1 (LR-2) for a listing of all
SICs that were included in the sampling frame. SICs 9000-9999 represent government
agencies. ‘These codes were included in the sampling frame and we did conduct

interviews with several govemment agencies.




RESPONSE OF POSTAL SERVICE WITNESS ROTHSCHILD
TO PITNEY BOWES INTERROGATORIES

PB/USPS-T4-3. The study that you sponsor reports . . . in Year of 1, 38% of the total
volume of the basic NETPOST at the 25% contribution margin is likely to be
incremental pieces to the Postal Service." LR-2 at 33. Please display the calculation
that leads to this conclusion and identify the source of each factor in that calculation in
USPS-LR-12/MC98-1.

RESPONSE:
Please see the answer to part b of MASA/USPS-T44.



PB/USPS-T44 Your response to MASA/USPS-T4-4 makes reference to
survey answers to question 5 g, h, and i. Please supply the
survey results for question 5§ and each of its subparts.

RESPONSE:
Weighted
Unadjusted
Question # Survey Results
5a 5,573,339,720
5b 1,434,078
5¢ 1,787,998,314
5d 785,092 857
5e 44,289,740
5f 6,441,026
| 5g 140,655,414
5h 18,938,498
5i - 395,852,826
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[Discussion off the record.]

COMMISSIONER LeBLANC: Mr. Reiter, do you have the
actual -- this is the testimony here though.

MR. REITER: Yes, it is. That is what I was
referring to. Thesge are ceorrections to her earlier filed
testimony. They were not originally transcribed. It was
not originally transcribed as is your practice.

COMMISSIONER LeBLANC: Okay. Just copy it into
the record then. We are just going to copy that into the
record now, Mr. Reiter.

MR. REITER: Yes, that's fine.

COMMISSIONER LeBLANC: I just want to make sure we
are on the same sheet of music.

MR. REITER: Sure are.

COMMISSIONER LeBLANC: Qkay, Mr. Wigginsg?

MR. WIGGINS: No objection at all.

COMMISSIONER LeBLANC: Okay. Okay, Mr.
Richardson?

MR. RICHARDSON: That's fine.

COMMISSIONER LeBLANC: Thank you.

[Corrected Direct Testimony of Beth
Rothschild was received into
evidence and transcribed into the

record.]

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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Managers who were intimately involved in the questionnaire design and analytic phase

of the study.

Each day, the results of all screening interviews were downloaded, and the completed
questionnaires that had been received that day were uploaded into the questionnaire
database. Progress reports were prepared daily to ensure that the sample was being
worked according to the research protocol and that we were on target toward reaching
the study quotas. The reports included the number of eligible and ineligible
respondents, non-contacts and completed interviews by various demographic

segments, including employee size and industry type.
D. Data Preparation Procedures
1. Cleaning Programs and Consistency Checks

Once collected, the data were subjected to a rigorous set of electronic and manual
checks. Each day's data collected from the screening interviews were downloaded
from the interviewing facility to our headquarters’ offices. These were run through an
electronic cleaning program (see Attachment H — Electronic Cleaning Program) which
verified that the skip patterns and consistency checks built into the CATI program were
working appropriately. In addition, the cleaning program checked that the Result of Call
codes (ROCs) that had been assigned to each respondent matched the results of their
sCreening questions and that only eligible respondents had been recruited for the main
interview. (See Attachment | -- Result of Call Summary Report.) These initial cleanings
provided assurance that the CATI program was working correctly, the data layout
provided from the interviewing facility was accurate, and that no corruption of the data
occurred during the downloading process. Only after a day’s data had passed the initial
cleaning step was it merged into the master database, with the previous day’s

screening interviews.

When completed hard copy questionnaires were received, they were edited manually
before the data were keyed. The editing process verified that all skip patterns were
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assignment to confirm or correct the reported and recorded responses. If a respondent

could not be reached, the interview was voided.

Upon completion of all caltbacks and associated data changes, the data were weighted
(see weighting section below for a detailed description of the weighting model and
procedures.) After the weighting pi'ocedures were applied, a set of weighted
frequencies were run for Question 1. The respondents were sorted according to the
percentage of the total weighted volume accounted for by that respondent.
Respondents who represented more than 20% of the total estimate were flagged for
possible callback. Each case was examined carefully and many things were
considered in determining the appropriateness of a callback. These included the
number of variables for which a respondent appeared to be an outlier, the impact on the
total estimate of their weight versus their actual reported volume, the type of business
they were in, as well as whether they had been called back previously. Calls resulted in

either data changes or confirmations with possible weight adjustments.

The callback process yielded a total of 118 questionnaires with data changes. In
addition, 35 respondents were voided, either because they could not be reached, or

because corrections could not be determined.
3. Weighting the Survey Data

Weights were created in order to project the sample's results to the universe and to
correct for disproportionate sampling and non-response bias.  Two different sets of

weights were required:

. An “Application Weight" for those questions that were answered by the entire
sample (i.e. questions about current volume and production and distribution
costs), and |

. A “Price Point Weight” for those questions that were answered by only half of
the sample, under the split sample design described previously (i.e. questions
about the response to NetPost assuming either the 25% or 50% price point).
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Table 8
Completed Interviews "

Invoices & Statements

e Employee Size Group
Sroup 1 2 3 Total
1 31 28 1 50
2 35 16 0 57
> 35 10 1 46
! 86 32 2 120
Total 187 86 2 277
Announcements & Confirmations
SIC Employee Size Group
Group 1 2 3 Total
1 36 14 7 57
2 22 18 ] YT,
3 36 25 5 56
4 45 37 6 38
Total 139 94 19 353
Advertising Mail
siC Employee Size Group
Sroup 1 2 3 Total
T 11 L 1 13
2 31 10 0 T,
3 29 5 5 36
4 20 25 2 58
Total 100 M 7 128

"See page 3 for definitions of employee size and SIC group categories.
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COMMISSIONER LeBLANC: Ms. Rothschild, you also
provided an answer to Presiding Officer's Information
Request Number 2, Question 6. I am giving you two copies of
your answer to that question.

If you were asked that question orally this
morning or today, would your answer be the same as you
previously submitted in writing? And I have two copies here
if you need them.

THE WITNESS: Could I have them, please?

[Pause.]

THE WITNESS: Yes, my answer would be the same.

COMMISSIONER LeBLANC: So if you were asked that
question orally today, your answer would be the same as it
is written?

THE WITNESS: Yes.

COMMISSIONER LeBLANC: Thank you.

Could you please, Mr. Reiter, could one of you all
get those, please, and pass those to the Reporter, and I
would direct that they be transcribed into the record and
admitted into evidence at this time.

[Response of Witness Rothschild to
Presiding Officer's Information
Request Number 2, Question 6, was
received into evidence and

transcribed into the record.]

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
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- RESPONSE OF WITNESS ROTHSCHILD TO
PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

6. Table 15 of USPS-T-4 presents volume estimates for Mailing Online broken
down by number of pages and page sizes. The sum of these breakdowns do not match
the totals presented in the same table. For example, the sum of the three page sizes
for 1999 is 295,694, the sum of the number of page categories is 295,635 and the total
for 1999 is 295,665. Discrepancies in these three totals exist for all years. Please
reconcile these differences.

RESPONSE: The total volume estimate is the sum of the volume estimate reported by
each respondent, on a weighted basis. The volume for each respondent was allocated
to breakout categories by multiplying his/her total volume estimate by the percentage of
the total that they indicated they would send in that breakout category. in some cases,
this resulted in fractions of pieces being allocated to a breakout category. Due to
limitations in our software, rounding in these cases may cause discrepancies between
the totals.
For example, if a respondent indicated that he/she would send 100 pieces of NetPost,
1/3in 8 %2 x 11 pages, 1/3 in 8 ¥z x 14 pages, and 1/3 in 11 x 17 pages, we would
allocate the breakout volume, to seven decimal places, as follows:
8% X 11: 33.3333333
8 %2 X 14: 33.3333333
11 x 17: 33.3333333
TOTAL 99.9999999
There would be a discrepancy of .0000001 between this total and the original total of
100 pieces. When compounded over the entire sample, and by the weighting process,

these miniscule rounding differences total to the 30 and 28 pieces mentioned above.
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COMMISSIONER LeBLANC: Does any participant have
additional written cross examination for Witness Rothschild?

[No responsge.]

COMMISSIONER LeBLANC: Only one participant,
Pitney Bowes, has requested oral cross-examination of
Witness Rothschild.

Doesg any participant have oral cross-examination
for this witness at this time?

[No response.]

COMMISSIONER LeBLANC: Mr. Wiggins, we will start

with you.
MR. WIGGINS: Thank you, Mr. Presiding Officer.
CROSS-EXAMINATION
BY MR. WIGGINS:
Q Do you have available to you -~ Ms. Rothschild, I

am Frank Wiggins for Pitney-Bowes. Do you have available to
you a document that I earlier provided to your counsel
called Pitney-Bowes Cross-Examination Exhibit?

COMMISSIONER LeBLANC: Could you speak up just a
tad?

MR. WIGGINS: Absolutely.

COMMISSIONER LeBLANC: Thank you, sir.

THE WITNESS: Yes, I do.

MR. WIGGINS: Would the bench like tc have copies

of thig? I am going to be taking the witness through some

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
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numerical examination?

COMMISSIONER LeBLANC: It would be helpful,
please. You do have copies for the reporter, if we need
them? Thank you.

BY MR. WIGGINS:

Q Take a look with me, if you would, Ms. Rothschild,
at the first page of that document. That isg, I believe, a
page, indeed, the first page out of a Library Reference that
you submitted, or that was submitted on your behalf?

A It was part of a response to an interrogatory.

Q I'm sorry. Help me to understand just what you
are telling us here. Under the column headed 25 percent,
that first number, the weighted total number, what does that
represent?

A That represents the total number of businesses
that would send NETPOST volume at the 25 percent
contribution margin price point.

Q OCkay. That's a number of businesses, and when it
says weighted, what does that mean?

A That means that, based on our survey, we
interviewed a certain number of businesses, and those
businesses were then projected to the population, the
eligible user population, in order to represent thé total
universe.

0 So the next row down which says total unweighted,

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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and the number there isg 194, that i1s the actual number of
businesses that responded to your survey saying that we have
NETPOST mail, is that right?

A It ie the number of businesses in response to the
question, how many of your existing pieces you would have
used NETPOST during the past months. So it is a subset of
the people that we actually interviewed.

Q But it is a number of businesses, not a number of

pieces, is that right?

A That is correct.

o) Okay. So these are businesses who say --

A Yes.

Q ~- I have mail that I would have employed NETPOST

to distribute had NETPOST existed during the past 12 months?
A That is correct.
Q Okay. And then you get down to the rows that

read, respectively, 1 to 200, 201-999, et cetera.

A That's correct.

Q What do the numbers there represent?

A That represents the number of pieces.

Q And 1 to 200 means a piece -- it means 1 to 200

pieces would have been sent, is that right?
A That is correct.
Q So that when we see the number underneath the

566914 number of 22.5, does that mean that 22.5 percent of

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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the pieces represented in the responses given to you by
people who said I would have used NETPOST for exigting mail,
22.5 percent of them had 1 to 200 pieces in their mailings?

A It does not represent the number of pieces, it is
not a distribution of volume. It is a distribution of
businesses.

Q Exactly. I'm sorry if I misspoke.

A Okay. 8o --

Q But 22.5 percent of the businesses you interviewed
said that they had pieces -- mailings, rather, that would go
out in 1 to 200 piece groups, is that correct?

A No. It represents that, in total, a given
business had a total of somewhere between 1 to 200 pieces
that they would send. It has nothing to do with how many
mailings they would actually send it.

Q I see. So we don't know how many there would be

in any given mailing. That is how many there would be in

what --
A In total.
Q But in what time interval? Forever?
A No. It was in, as the question says, during the

past 12 months.
Q Okay. During the past 12 months, 22.5 percent of
the businesses responding affirmatively to your question

said I would have, over that 12 month interval, 1 to 200

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{(202) 842-0034
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pieces?
A They actually provided a specific number.
Q Oh, no, I understand.
A What is represented on the table is the businesses

that sgaid a number between 1 and 200.

Q I appreciate that, and I am sorry for misspeaking.
A Okay .
Q So we don't really have any notion from this of

how many pieces per mailing would have been offered by any
of these respondents?

A That is correct.

Q But we do know with a certitude that if they only
had one mailing during the 12 month interval, that mailing

would not have had more than 200 pieces?

A That is a fair assumption.

0 Well, that is what it says, isn't it?

A That is correct.

Q Okay .

A Yes.

0 The number down at the very bottom of Table 1, in

the 25 percent column, what does that represent? It says
sum, s-u-m.

A Yes. That represents the total number of pieces,
actual pieces, from all the businesses at the 25 percent

price point that would send NETPOST -- existing pieces they

ANN RILEY & ASSOCIATES, LTID.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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already had, that they would send NETPOST during the past 12
months.

Q and is that, is it the sum of other numbersg that I
see on this page?

A No, it is not. It represents taking each of the
individual businesses that contributed to this table and
their actual number of pieces they said they would send,
times their weight, because it is projected to the
population, and that is where the sum comes from.

Q So it is the sum of numbers that are not -- there
are cells that aren't really displayed here, is that right?

A Presented here, that is correct.

Q And if I add the sum from the 25 percent column on
Table 1, page 1, with the sum of the 25 percent column at
Table 2, page 2, --

A Yes.

Q -- do I have the entire universe of what your
survey found would have been sent by mailings who would have
used NETPOST for both their existing and new mailings during
that hypothetical 12 month period?

A That is correct.

Q So that is a year's worth of total NETPOST, is
that right?

A As reported by the survey.

0 As the survey measures.

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
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A

Q

Yes.

And I was heartened to find that, as I'm sure you

were, when I looked at question 7, which asked this same

population of people about whether they would send their

NETPOST mailings by First Class or Standard A mail, that I

added up the responses,

Standard A responses,

the First Class responses and the

and I got the same sum as I got when T

added up these first two pages.

A

Q

have come out;

A

Q

That's correct.

And that is methodologically the way it ought to

That is correct.

is that right?

Okay. When I added up those numbers, I got a

number that is 13167856234. It's a number that you

report -
A

Q

A

Q

13 billion; vyes.

Yes, 13 billion pieces roughly.

That is correct.

And change. When I applied the weighting factor

that you used to account for the fact that not everybody

would be aware of NETPOST and not everybody would have

Internet access,

and the one I liked best was a 50 percent

they're fudging on me factor. But I put all those together

and you calculate the combination of those discounting

factors,

if you would.

ANN RILEY & ASSCCIATES, LTD.
Court Reporters
1025 Ceonnecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
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A Um-hum.

Q As .0221.

A Yes.

Q Right? &aAnd I multiplied .0221 times that 13
billion number, and I did not get -- I was shocked and
appalled -- I did not get the 295 million pieces that you

report to be the survey projected 1999 NETPOST 25 percent

volume. Why is that?

A May I ask a question?

Q I won't guarantee an answer, but you certainly --
A What number did you get?

Q I got 291 and change.

A That's -- okay. The reason why you did not get

the exact numbers is because what is presented in the
library reference for all the adjustment factors are
whole-number percentages, and when the actual calculaticns
were done, they were done to the 12th decimal place. And
when you carry everything out to the 12th decimal place, you
will get more precise numbers.

Q Okay. But theoretically --

A Yes.

Q Methodologically what I did was the right thing, I
just didn't have --

A Yes; absolutely.

10) Enough spaces on my calculator. I was using a too

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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primitive number.

A That is correct.

Q One ought to take that 13 billion number and
multiply it by the product of the discounting factors, and
you'll get the volume.

A That is correct.

Q Okay .

Your table 15 in your testimony of the library
reference that is incorporated in your testimony shows that
approximately 30 percent, it's 30.1 or something like that,
of the projected volume of -- that is not a document that's
in the cross-examination exhibit, that's in her testimony.

It's page 18; is that right?

A What table number?

Q Table 15.

A It's on page 34.

Q Well, like 18, page 34 of the testimony. That

table reports that approximately 30 percent of the projected
NETPOST volume will be First Class mail; is that right?

A If I had a calculator, I would check it. I only
have the number.

Q Well, subject to check. The Postal Service
answered a bunch of interrogatories about that, and I think
30.1 or something like that is the percent. But it's about

30 percent, eyeballing it. Right?

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{202) 842-0034
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A Yes.

Q And if I look at the results of your question 7,
which is also asking for the First Class Standard A split --

A Um-hum.

Q Cf NETPOST mail, is it not? Pages 3 and 4 of the
cross-examination exhibit.

A That's correct.

Q I show just almost a complete reversal in that
relationship. I see the NETPOST survey respondents in these
gross numbers telling me that roughly 60 percent -- I'm
sorry, I have the wrong pages. Show a --

COMMISSIONER LeBLANC: Mr. Wiggins, so I can
follow you now, are you still on 3 and 4, because you said
you thought you'd made a mistake. Are we still on 3 and 4
now? Where are we?

MR. WIGGINS: Hang with me a mo.

I'm sorry, it's not 3 and 4; 3 and 4 is reflective
of the first set of numbers that I just gave you out of her
table 15. She answered another question for me, however,
and that was my interrogatory to her.

BY MR. WIGGINS:

Q Which, Ms. Rothschild, if you look at page 6 of

A Okay.

0 Cross-examination exhibit.

ANN RILEY & ASSQOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
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A Um-hurm.

Q What I've sought to do here, and you check and see
whether I did it right, is to transcribe the answers that
you gave me to an interrogatory that asked the respondents
to the survey how the mail that they currently sent via a
number of different modalities that was going to move to
NETPOST had been sent in the current state. Okay?

So if you look at page 6 -- and I apologize to the
bench for my own confusion; when I do numbers, I get all
goofy. And Mg. Rothschild responded to this interrogatory
giving us information that was not available in other of her
submissions that had to do with the responses to a part of
the survey instrument that said to Respondents of the mail
that you are -- you sent in the preceding 12 months that
would, had you had the option, have been sent via NETPOST,
as MOL then was called, how was that mail sent? And what
you see on page 6 of the cross-examination exhibit is the
totals that you provided in response to my interrogatory.

Is that right, Ms. Rothschild?

A That's correct.

Q And what you gee there is the flip in relationship
that I mistakenly previously attributed to two other pages.
What you see there is at these folks who are going to commit
their mail to NETPOST are goling to commit very substantially

much more First Class mail.

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
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Washington, D.C. 20036
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Is that right, Ms. Rothschild?

A What this says is that among the current pieces
that people would switch to NETPOST, --

Q Right.

A -- a large proporticn of them are currently being
sent by firgt class mail.

Q And what the survey also showed, if I have this
right, is that once the mail becomes NETPOST mail,
substantially more of it is going to be standard A than
first class; is that right?

A According to what is on Table 15 in the library
reference, it is true that the distribution of pieces shows
a larger proportion for standard. But what is not in

question five that we were looking at on the table in the

material --
Q Page 6 of the --
a Page 6 --
Q -- of the cross examination.
A -- of the cross examination is the new pieces that

would come to NETPOST. And when you add in the new pieces
of NETPOST, it is conceivable, as shown by the survey
results on page -- Table 15, page 34, that the distribution
could change.

Q If one wanted to take the numbers that I'm showing

on page 6, the numbers that you provided me as an answer to

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
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an interrogatory, and make them comparable to the numbers at
Table 15, would I multiply by .021 plus another nine digits?

A You can take the information that is on this page
6 and do that, but you would be leaving out a portion of the
volume that would come to NETPOST.

Q Oh, I fully understand that, because this is only
existing mail; is that correct?

A But --

0 It leaves out, 1f I'm right -- and the totals work
out. You see the total down there at the foot of this

little calculation that I have created named T?

A Yes.

Q Okay. Well, that's the same number --

y:\ Ag what was on the table.

Q -- that one sees if you look at page 1, which is

your document. That's existing pieces that would have used

NETPOST.
yiy That's correct.
Q So that I would know by doing the calculation that

I just described to you how many existing pieces. I could
compare existing pieces in each category of mail with the
first class and standard breakdown that you've got on page
34, table 15 of your document; is that right?

A They're asking two different sets of questions, so

I would have to -- I'm not -- can you explain to me what

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
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compariscn you are trying to make?

Q I would be really interested to know whether, at
the end of the day, after the introduction, you know, by the
account of your survey, obviously -- that's the information
we have -- at the end of the day, after the introduction of
the NETPOST MOL service, is there going to be maill that used
to be paying first class rates that is going to be -- net --
is there going to be mail that used to pay first class rates
that, with the advent of NETPOST, is paying NETPOST third
class postage?

How would I do that, if I could?

A You can do that by taking the number of businesses
who said they would send NETPOST pieces and of their
existing volume, their first class pileces.

Q Okay. That would be the first row at page 6 of --

A That is correct.

Q Okay. I take that 55 --

A And you could, I think, and I would have to go
back and check this, but I believe that you could then look
at how those business -- let me stop.

You cannot do what you're intending to do, and the
reason that you can't do it is because we did not ask people
to take their specific classes of mail and tell us which
class of mail they would now send it by NETPOST. So all we

know is in the aggregate.

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
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Q Let me ask -- well, I'm not talking about
individual pieces; I'm only talking about in the aggregate,
net.

A Uh-huh.

Q Okay. I'm not saying, you know, letter three, how
would you treat with that.

There's a relationship, is there not, in Table 15
between first class and standard pieces? One can create a

ratio there, and I'm telling you it's about 30 percent --

A Yes.

Q -- first class.

A Uh-huh.

Q and if you look at page 6, you can create a ratio

between standard and first class, can you not?

A Yes.

Q And would that ratio or would that pair of ratios
have any meaning? Would it show you a migration of pieces
that at present are traveling first class that would, after
the inauguration of the NETPOST experimental period, travel
NETPOST third class?

A And my answer to you is I believe no, and the
reason why you cannot establish a relationship between the
two questions is that the base on which we ask the question,
what appears in table 15 is the total number of NETPOST

pieces. It is not just the pieces that were existing. And

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
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I cannot establish a relationship between how new pieces

would come standard A or first class and existing pieces

now.,

Q

Well, you can after a fashion, can't you? Do you

know what proportion of NETPOST mail is going to be new

pieces? You did that calculation for us.

A

oo op O

Q

Yes.

It's 38 percent, right?
Uh-huh.

Which means 60 --

Yes.

Sixty-two percent of the NETPOST mail is going to

be existing pieces.

A

Q

That is correct.

Does that help you to make the relationship that I

was describing?

A

No, because among those 62 percent, as I

indicated, there are a distribution of those pieces now.

But I never then said, tell me only about your exigting

pieces, how will you send it. So I can't establish that

relationship.

Q

Let's go about it in just a slightly different

fashion. If you look at page 6, the relationship between

the first class line and the standard line, it's 5.57 and

1.

78,

right? Call it 6 to 2, okay, rounding generousgsly in

ANN RILEY & ASSOCIATES, LTD.
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both instances, but to deal with my numerical illiteracy.
There are roughly three times as many first class pieces as
they are mailed today as there are standard pieces in the

population of mail that's going to move to NETPOST; is that

right?
A Yes.
Q And now you look at table 15, and table 15 tells

me that there are roughly three times as many standard A
pieces as there are first class pieces in the NETPOST world;
is that right?

A That's correct.

Q And we know that 60 percent of that population
that's represented in table 15 is existing mail. That's

mail that lives on page 6 in my cross examination exhibit,

correct?
A Would you say that again, please?
Q Sure. We know that of the mail represented on

table 15, 62 percent is mail that is also represented on
page 6 of the cross examination exhibit; isn't that right?

a That's correct. That's correct.

Q Doesn't that tell you something?

y:y First of all, in the table on page 6, what is
gstandard mall is -- there are two. There's standard and
standard nonprofit. So the relationship you are describing

is not exactly correct.

ANN RILEY & ASSOCIATES, LTD.
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o] Well, I was rounding in any event.

A Okay.

Q But, you know, close enough for government work.
A Ckay .

Q But adding that other set of relationships that I

just did, the 62 percent and 38 percent, does that tell you
anything at all?

A It tells me that there is a relationship between
existing and new pieces.

Q Yes. But it doesn’'t help you to understand the
movement of mail. We have three times as much mail right
now, the mail that's going to move over to be NETPOST mail,
as we have standard mail, and at the close of business after
NETPOST is established, we have three times as much standard
mail as we do have first class mail. There's been a twist,
correct? And you're saying that that change in proportion
can be attributed to either or both of two things. It could
be attributed to new mail; is that right?

A That's correct.

Q Now, in order to make that relationghip work, how

much of the new mail would have to be standard A?

A I can't calculate that here without a calculator.
It's --
Q Well, more than all of it; isn't that right?
[Pause.]

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{(202) 842-0034




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Some portion of it, but until I actually did the

I can't answer whether it's more,

arithmetically obvious.

some or all.

MR. WIGGINS: I don't have any further questions

0 More than all of it?
piy

calculations,
Q It seems to me

of Ms. Rothschild.

Thank you, Ms.

Rothschild.

THE WITNESS: Okay.

ANN RILEY &
Court

[Whereupon, as per Commissioner

LeBlanc's instructions,
Cross-Examination Exhibit No.
was marked for identificaton,
received into evidence and

transcribed into the record.]
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Total
(Weighted)

Total
(Urveighted)

No Answer
(Urweighted)

Nurmber snswering
(Urnreighted)

Number amswering
(Weighted)

1 - 200

20t - 999

1000 - 1999
2000 - 4999
5000 or more
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Median
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57.8
505798
20.5
50.4
225229

9.1
43.1

0.0

0.0
3540.7
900.3
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National Analysts,Inc ' Table 2
Netpost Study  (B16) oa/197e" Zishiie
Weight: Price point specific weight

Filter:

Q4b, How many of your new pieces you Would have used NetPost during the past 12 months?
Price Point

Total 5% 50%
Total 2571584 1342127 1229457
(Weighted) 100.0 100.0 100.0
100.0 52.2 47.8
Totatl 141 70 g
(Urweighted) 100.0 100.0 100.0
. 100.0 49.6 50.4
No Answer 14 0 0
(Unweighted) 0.0 0.0 0.0
0.0 0.0 0.0
Number snswering 141 () 4
(Urneighted) 100.0 100.0 100.0
100.0 9.6 50.4
Number snswering 2571584 1362127 1229457
(Weighted) 100.0 100.0 100.0
100.0 52.2 47.8
1 - 100 733207 484502 248705
.5 36.1 20.2
100.0 66.1 3.9
101 - 300 410387 203706 206681
16.0 15.2 16.
100.0 49.6 50.4
301 - 1000 687300 268874 418427
26.7 0.0 34.0
.0 39.1 60.9
100t - 2000 249813 118603 131211
9. 8.8 10.7
100.0 47, 52.5
2001 or more 490876 ‘265442 224433
19.1 19.9 18.3
.0 4.3 65.7
Don’t Know 0 0 Q
0.0 0.0 0.0
0.0 0.0 0.0
Hean 2017.7 3288.7 1467.0
Median 500.0 300.1 500.4
Std. Dev. 9608.4 12938.7 2936.1

Sum 621T4R3T5T1 4613813761 1803623810



Hational Analysts Inc
Netpost Study  (B16) 08/157%‘ 313':’1 %

Height: Price point specific weight
Filter:

Q7. Of the total KetPost -pleces how many would you have sent using NetPost’s next-day delivery option?
Price Point

Totel 5% 50%
Total 6926192 3350451 3575740
{Weighted) 100.0 100.0 100.0
100.0 AB.4 51.6
Total 477 240 237
(Unweighted) 100.0 100.0 100.0
100.0 50.3 9.7
Ho Answer 0 0 0
(Unweighted) 0.0 0.0 0.0
0.0 0.9 0.0
Rumber answering 477 240 237
(Urveighted) 100.0 100.0 100.0
100.0 50.3 49,
Number answering 6926192 3350451 3575740
(Heighted) 100.0 100, 100.0
100.0 48, 51.6
0 4535156 221786% 2317295
65,5 64, 64.8
100.0 48.9 51.1
1 - 100 1054470 546271 508199
15.2 : 16.3 .2
00.0 51.8 48.2
101 - 999 896444 3189360 507084
12.9 11.6 14.2
100.0 43, 56.6
1000 or more 440122 ;98959 g&g‘lﬁ
100.0 4.8 55.2
Don’t Know ' 0 0
0.0 0.0 0.0
0.0 0.0 0.0
Nean T744.5 1219.7 299.3
Hedian 0.3 0.3 0.3
std. Dev, ©084.8 12959.3 1447.6
Sum 5156887806 4086532195 1070355611




National Amlysts

Table 4 Page &
Netpost § 1816 08719798 13:19548
}lﬂght- Price point specific weight

Q7b. Of the total NetPost pieces how many would you have sent using NetPost’s standard two- to five-day cption?
Price Point

Total 25X 50%
Total 6926192 3350651 3575740
{HWeighted) 100.0 100,0 100.0
100.0 48.4 51.6
Total 77 240 237
{Unneighted) 10 0 100.0 100.0
1 50. 49,
Ho Answer 1] 0 0
(Unweighted) . 0.0 0.0 0.0
0.0 0.0 0.0
Number answering 477 240 37
(Urveighted) 100.0 100.0 100.0
100.0 50.3 9.7
Nurber snsweri 6926192 3350451 3575740
(Weighted) e 100.0 100.0 100.0
100.0 1 X1 _ 51.4
Q 546530 183439 363091
5.5 10.2
100 /] 33.6
1-100 1090940 532229 558711
15.8 15.9
‘ 109.0 48.8 s
101 - 500 1698342 898815 799527
24.5 26.8 22.4
100.0 52.9 47.1
M - 2000 2016579 884144 1132435
’ 29.1 26.4 3.7
00.0 43.8 56.2
007 - 4000 B59TSY 48327 387040
12.6 14.4 10.8
160.0 55.5 44.5
001 or more go&nso 369112 332938
100.0 LR 47.6
¢ 0 0 0
ron’t Know 0.0 0.0 0.0
.0 0.0 .
lean 2469.6 2710.5 22h3.9

fedian &674.8 640.1 699.6
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Netpost S

Height:
Filter:

Qfb. 0f the total NetPost pieces how many would you have sent using NetPost’s standard two- to five-day option?

Std. Dev.

Sum

Inc

ta16)
Price point specific weight
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tuvxyys

14045.3

17105059360

Price Point
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18991.3 6637.7
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first 5573339720
2nd 1434078
std 1787998314
std non-prof 785092857
priority 44289740
express 6441026
non-postal 140655414
e-mail 18938498
other 395852826
T 8754042473
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(  PLEASE READ THE SEPARATE FIVE-PAGE BROCHURE THAT DESCRIBES NETPOST
- |AND ITS PRICES NOW.

Please continue to think only about your newsletters even if you produce
other types of documents for your organization. We understand that
NetPost may be relevant for other types of documents; however, duting this
phase of research, we are only interested in your newsletters.

3. Assuming that NetPost had been | 4. For how many newsletters would you
available during the past 12 have used NetPost during the past 12
months, which of the following months? (Piease record a number, not a
would you have done? (Check all percentage)
that apply}

3a. | would have used 4a,
NetPost for some
or all of the pieces [:
that | produced Record for how many of your existing pieces you
during the past 12 would have used NetPost during the past 12 months
months
3b. | 4b.
. | would have used
NetPost for new +
pieces beyond [:l Record for how many new pieces you wauld have
what 1 produced used NetPost during the past 12 months
during the past 12
months

3c. | would not have
used NetPost at all I:]

Total NetPost Volume

IF YOU CHECKED Q.3C, SKIPTO THE ENHANCED NETPOST SERVICE ON PAGE 11.




5. (ONLY ANSWER IF Q.4A IS GREATER THAN “0"”; OTHERWISE SKIP TO Q.7) How
many of the newsletters that you would have sent via NetPost did you actually
distribute via each of the following services:

[REFER TO THE GLOSSARY ON PAGE 19, WHICH PROVIDES DEFINITIONS OF EACH
OF THESE SERVICES.]

5i.

5b.

5d.

5t.

5g.
5h.

5].

U.S. Postal Service:

First-Class Mail ($.32 per piece for the first ounce) including presort

Second-Class Mail
Third-Class/Standard Mai (Bulk Mail)

Bulk Mail (Non-Profit)

USPS Priority Mail (Two- to Three-Day Service - $3.00 or more per  +

piece)

USPS Express Mail (Overnight Service - $10.75 or more per piece)

Non-Postal Delivery Services (e.g., FedEx, UPS)

E-malled (electronic mail/internet mail)

Al Other (e.g., hand delivered, central pick-up, inserts with other

mailings, fax, etc.)

Total NetPost Volume distributed by means 6a - 5l during past =

12 months

+

1

Total NetPost volume
must equal response
to Q.4a on page 5




CERTIFICATE OF SERVICE

| hereby certify that | have on this date served this document upon the

United States Postal Service.

DATE: November 16, 1998 C.... N DAt
N. Frank Wiggins N
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COMMISSIONER LeBLANC: Is there any follow up?

Are there any questions from the bench?

Ms. Rothschild, just let me follow what Mr.
Wiggins said just to make sure I understood thisg. Let me
word it another way.

Yesterday, Mr. Plunkett was talking about -- well,
one of the witnesses yesterday was talking about leakage.

In your mind, there is no crossover, there is no leakage,
then? Is that what you're saying? I'm not trying to put
words on your mouth; I'm trying to understand here.

THE WITNESS: No. The answer that I'm giving is,I
can't answer the guestion about leakage because we didn't
ask the guestions that particular way. That is the only
thing that I am saying. I can't answer whether there would
be or wouldn't be, not that there isn't any.

COMMISSIONER LeBLANC: During the
cross-examination on August 26th, Witness Garvey stated that
data from the market test will be used tc augment the
existing Mailing Online usage and volume estimates. Just so
you know, that is Transcript 2, page 332, lines 4 through
13.

Could you describe -- then I am a little confused
here, so let me back up. Then could you describe how the
data from that market test might be used to validate and

augment the estimates from your market survey work?

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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THE WITNESS: I think you would have to ask Mr.
Garvey what he meant. I don't know what he meant because I
am not aware of what it is we would be doing.

COMMISSIONER LeBLANC: But you did take the
survey?

THE WITNESS: The survey data have been presented,
but the market test is distinct from the survey, and I am
not privy to, nor do I know how the Postal Service envisions
using the market test with the survey data.

COMMISSIONER LeBLANC: So no one talked to you
about this, in effect, because you couldn't -- in effect,
you would not have an opinion how it would be -- how you
could validate or augment the estimates from your market
survey work?

THE WITNESS: My understanding is that the market
test is limited in size, scope and duration, and there is
not an exact relationship between the two, so, no, I am not
aware of how that could be done.

COMMISSIONER LeBLANC: Okay. Thank you.

THE WITNESS: You're welcome.

COMMISSIONER LeBLANC: Any follow-up from the
question I just asked from the bench?

[No response.]

COMMISSIONER LeBLANC: Ckay. That brings us to --

I'm sorry. Mr. Wiggins?

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{202) 842-0034
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MR. WIGGINS: Not from me.

COMMISSIONER LeBLANC: That brings us into
redirect. Mr. Reiter, would you like an opportunity to
consult with your witness?

MR. REITER: Yes, I would.

COMMISSIONER LeBLANC: Five minutes, 10 minutes,
what do you need?

MR. REITER: Ten minutes.

COMMISSIONER LeBLANC: I'm sOorry?

MR. REITER: Ten minutes, please.

COMMISSIONER LeBLANC: OQOkay. Why don't we come
back then in 10 minutes. We will make it 10 minutes. Off
the record, Mr. Reporter.

{Recess.]

COMMISSIONER LeBLANC: Mr. Reiter, are you ready?

MR. REITER: Yes, I am.

COMMISSIONER LeBLANC: Mr. Reporter, back on the

record.
REDIRECT EXAMINATION
BY MR. REITER:
O Ms. Rothschild, when earlier you were discussing

with Mr. Wiggins some of the proportions of wvarious kinds of
mail, comparing your Table 15 to page 6 of his
cross-examination exhibit, you explained why you thought

that comparison couldn't be done. Do you have any

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) B42-0034
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additional factors that would bear in consideration of that
issue that you would like to explain?

A Yes. On Table 15, the designation First Class and
Standard, in our survey we presented to individuals a
delivery time for the pieces, and the designation here First
Class was referenced as next day delivery and Standard as
two to five day delivery and, therefore, when you go back to
the information that appears on page 6, which is in the
exhibit which I was given today, you would have to add up
all the pieces here and then take them in total and say, how
would they be distributed? You can't just look at First
Class to First Class, because it could be any of the pieces
listed in the table that then would be sent for next day or
for Standard delivery.

MR. REITER: Thank you., That's all I have, Mr.
Presiding Officer.
COMMISSIONER LeBLANC: Mr. Wiggins or Mr.
Richardson, any redirect on that?
MR. WIGGINS: I do, Mr. Presiding Qfficer.
RECROSS-EXAMINATION
BY MR. WIGGINS:

Q When you calculated, Ms. Rothschild, the 62
percent, 38 percent ratio, you told us that you did that by
adding the number of pieces that were shown on Table -- the

document that is page 1 of the cross-examination exhibit,

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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existing now, is that right, to the number of pieces that
were reported in the response to your interrogatory -- or to
your survey instrument number 5 -- question 5 to your survey
instrument in the rows G, H, and I, is that right? You
added those together and you divided them by the total of
NETPOST mail in order to get that relationship, right?

A The answer was in question 4(b), which is new
pieces, and --

Q I'm sorry, 4(b), not 4(a), I'm sorry.

A 4{(b). And G, H, and I in question 5. That
becomes the numerator and the denominator are all total
pieces which is 4(4).

Q Yes. And isn't that committing the same fallacy
that you just accused me of? If a fallacy, I committed, you
did it, too?

A Can you explain what fallacy you are --

Q Well, you are telling me that you can't make the
comparisgon that I suggested on page 6 of my
cross-examination exhibit because I am not treating with all
of the pieces that are reported in response to your question

5. 1Is that right?

A No.

Q Was the nature of your --

A No.

Q Maybe I misunderstood your criticism of me. Say

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{202) B42-0034
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it again.

A OCkay. What I am saying is there is an obvious
relationship between guestion 4 and question 5 because the
sum of the parts and how people divided up their answers
were intended to be one and the same. Okay. So when I
calculate the new pieces, the 38 percent, I can take all the
new pieces that didn't yet exist, plus the pieces that were
never in the Postal Service pot to begin with, --

Q Right.

A -- and get an answer by dividing that number by
the total number of pieces. But what I am saying to you is
that, when I then have that total number of pieces, and I
ask people, how will you send them when NETPOST exists, --

Q That is question 7, correct?

A That is question 7. What I am saying is that we
gave people in the survey two categories of response, one is
next day and one is standard, and they divided up all their
pieces of NETPOST that they would send. So that there is no
relationship, per se, between question 5, which is how they
send existing pieces, because existing pieces could be
Standard pieces that could come First Class and vice versa.
So you can't make the relationship that you have intended to
do by saying this relationship of First to Standard ought to
be the same as it is here, you can't do that.

o] Would it be fair, though, if I did the adjustment

ANN RILEY & ASSOCIATES, LTD,
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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that you did, if I multiplied the raw numbers by the .021

factor -- wait, wait -~
A Okay.
o) And I saw -- you will have plenty of chance, but

let me just get it out here.

A Okay .

Q and I saw at the end of that calculaticon that, of
the projected NETPOST mail, there was less First Class mail
than was reported to exist in the current pre-NETPOST
environment by question 5 respondents. Ckay. If I am
lococking just at that number, and I see a guestion 5 number
and I see a post-NETPOST First Class number, and the First
Class number is smaller, in absolute terms, could I
correctly conclude from that that some mail that had been
paying First Class postage before NETPOST was introduced was
paying less than First Class postage, because the only
alternative is Standard A NETPOST, correct?

A You can't conclude what you are intending to do
because these are some pieces -- what I'm saying is there
are some pieces that are currently going standard that may
indeed go next day, and therefore they would be paying a
higher rate, --

Q But they would be reported as that, wouldn't they?

COMMISSIONER LeBLANC: Mr. Wiggins, let her finish

her response.

ANN RILEY & ASSQOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

THE WITNESS: The answer is no. What I'm saying
is you have to divide -- you have to take all the pieces in
question five, and there is no relationship between what is
in question five and what appears in table 15. That is what
I'm saying. Multiplying by the 0221 isn't going to get you
there because it's a constant. The -- so forget that for
the moment.

The relationship between question five and what is
question seven is because we are asking people to divide up
pieces on two different basis, and the second reason is
because how people currently send and how they would
subsequently send includes more than just first class mail,
it includes all the kinds of mail listed in table 5.

MR. WIGGINS: Sure.

BY MR. WIGGINS:

Q But it's right, isn't it, that people are now
sending their mail in some fashion, and some population of
that mail is going first class, correct? The NETPOST mail.

A Yes.

Q And do you believe that you have accurately
captured, within the boundaries of surveys and stuff like
that --

A Yes.

Q -- the number of pieces that are right now,

pre-NETPOST, going first class?

ANN RILEY & ASSQCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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A Yes.

Q And some part of that population of mail, after
NETPOST gets implemented, is going to be traveling NETPOST
first class; is that right?

A I would expect them to use the next day service,
yes.

Q Well, no, I mean some people are going to use the
next-day service and some are going to use the standard.

A That's correct.

Q We're looking at a single population of mail.
We're loocking at that group of mail that is today not using
NETPOST because there is no NETPOST, but once we have
NETPOST, it's going to be using NETPOST, right?

A Yes.

Q That's what we're looking at.

.\ Uh-huh.

Q And right now today, when I look that mail in the

eye, I see some number of its pieces traveling first class,

correct?
A That's correct.
Q And that's reported in your survey, is it not?
A That is correct.
0 2And what number should I look for in your survey

to tell me what that number is? Where should I look?

A What -- I'm not sure what --

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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Q What part of your survey should I examine in order
to determine right now today what piece of that population
we're looking at is going first class?

A What portion of potential NETPOST is going first

class teday? It's on the table you gave me.

Q Okay. That's the first line on page 6.
b\ That 18 correct.
Q Okay. And then after we have NETPCST, your

respondents tell you that some other magnitude, some other
number of pieces of mail is going to travel first class; is
that correct?

A They told us that it would travel next day, yes.

Q Okay. Do you think that accurately captures the
differential between first and standard AZ?

A What captures?

Q The to me very confusing description in your
survey of next day and two to five days. Do you think that
accurately captured the difference between first class and
standard A?

A It captures the difference between different
delivery times. That is the distinction we intended to make
in the survey, between next-day and two- to five-day
delivery.

Q Is that how NETPQOST, or MOL as now it is known,

operates?

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034



10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

A I can't answer that question.
Q You don't know whether it has --

A I don't know.

0 -- rategs that are called next day and rates that
are called two to five days?

A No, I do not.

Q If it doesn't, would your survey accurately
predict anything about the way that people are going to
respond to what's actually being offered here?

A Can you repeat the question?

Q Absolutely. Your survey measured the way people
responded to two degcriptions of mail. One was called next
day and one was called two to five days, correct?

A That's correct.

Q If the Postal Service is not offering a mail
delivery rate that i1s called next day and two to five days,
would your survey predict anything about what they're likely
to yield when they offer what they're offering?

y:¥ It depends on the relationship between what

they're currently offering and the survey.

Q Do you know the answer? Do you -- are you able to
A No, I do not know the answer.
Q Okay. If I wanted to know how many people in your

survey said, oh, boy, if you give me next day, I will take

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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it for this many pieces of mail, where would I look?
.\ On what is on table 15.
Q Thank vyou.

MR. WIGGINS: I have nothing further, Mr.
Presiding Officer.

COMMISSIONER LeBLANC: Any follow up, Mr. Reiter?

MR. REITER: No, there isn't.

COMMISSIONER LeBLANC: Mr. Richardson?

Well, Ms. Rothschild, T think that may do it for
you this afternoon.

THE WITNESS: Thank you.

COMMISSIONER LeBLANC: We appreciate your
appearance here today and your contributions to our record,
and if there is nothing further, you are excused.

Thank vyou.

[Witness excused.]

COMMISSIONER LeBLANC: Our last witness this
afternoon, Lee Garvey, 1s already under ocath in this
proceeding, and I believe -- is Mr. Hollies going to -- yes.
Mr. Hollies, will you introduce your witness? Take your
time, get yourself sgquared away there.

MR. HOLLIES: The Postal Service recalls Mr. Lee
Garvey.

[Pause.]

COMMISSIONER LeBLANC: Mr. Hollies, are you set

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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yet? No? Okay. Take all the time you need. Kind of like
me combing my hair -- all the time I need.
Whereupon,

LEE GARVEY,
a witness, was called for examination by counsel on behalf
of the U.S. Postal Service and, having been previousgly duly
sworn, was further examined and testified as follows:

COMMISSIONER LeBLANC: Mr. Garvey, &are you set up
yet?

THE WITNESS: Yes.

COMMISSIONER LeBLANC: Ready to go?

THE WITNESS: Yes.

COMMISSIONER LeBLANC: Good.

Have you had an opportunity -- Mr. Garvey, have
you had an opportunity to examine the packet of designated
written cross examination that was made available to you
earlier today?

THE WITNESS: Yesg, I have.

COMMISSIONER LeBLANC: 2And if these questions were
asked of you tecday, would your answers be the same as those
you previously provided in writing?

THE WITNESS: Yes, they would.

COMMISSIONER LeBLANC: Okay. Good. Two copies of
the --

THE WITNESS: I have five corrections. I'm sorry.

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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COMMISSIONER LeBLANC: There are five corrections?

THE WITNESS: Yes, sir.

COMMISSIONER LeBLANC: Well, then let's go through
them right now, please.

THE WITNESS: Okay.

COMMISSIONER LeBLANC: Mr. Garvey, please.

THE WITNESS: Start with redirect T5-43-A. It
indicates to see attachment 1 to OCA/USPST1-57 -- or 56. It
should be 571.

On OCA/USPST1-43 -- or 45, I'm sorry, letter F, it
reads 62 possible job batches, 62 times 48 equals 3,000.
There should be a dot manually placed over the equal sign to
indicate an approximation.

On OCA-58-C, indicates redirected to Witness
Seckar. That should be indicating redirected to USPS.

On OCA-68, the text refers to 68 below. It should
be 69 below.

And on OCA-69, it refers to Presiding Officer's
Information Request Question 5. That should be Presiding
Qfficer’'s Information Request Number 1.

COMMISSIONER LeBLANC: And that's all five, then?

THE WITNESS: Yes.

COMMISSIONER LeBLANC: With those corrections,
then, would they be the same as you previously --

THE WITNESS: Yes, they would.
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COMMISSIONER LeBLANC: Thank you very much.

Then could I ask have you presented the reporter,
Mr. Hollies, with two copies?

MR. HOLLIES: I have presented two copies to the
reporter and they do incorporate the corrections we have
just been through.

COMMISSIONER LeBLANC: Thank you.

I will direct that they be accepted into evidence
and transcribed into the record at this point with the
changes just made.

[Corrected Designated Written Cross
of Lee Garvey, USPS-T1, was
received in evidence and

transcribed into the record.]
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF THE-MAIL ADVERTISING SERVICE
ASSOCIATION INTERNATIONAL

MASA/USPS-T1-16. Referring to your response to MASA/USPS-T1-3:

a. Identify those instances of which you are aware where mail

previously prepared and entered at the Postal Service by private businesses on

behalf of their customers has been diverted to the Postal Service as a resutlt of a

Postal Service offering that is competitive with private business. Discuss

whether you consider any of these instances comparable o MOL and why.

b. Do you consider the types of diversion from one private business to

other private businesses referred to in your answer to be comparable to any

diversion form {sic] private business to the Postal Service that might occur with

MOL? If so, explain why.

RESPONSE:

a. | believe the circumstance described here is much more analogous to
worksharing than to competition. The whole concept of worksharing is that
the Postal Service offers a set of discounts that reflects the cost of certain
postal activities, primarily mail processing and fransportation. These
discounts have resulted in the growth of an attendant industry of
presorters and consolidators. Customers can ghoose between members’

oLt
, ¥
industries or the Postal Service for these seryic%s.; While the Postal

Service considers these industries to be important partners, the fact

remains that they exist as alternatives for traditional postal activities.

As sorting and transportation practices evolve, these discounts are
modified upward and downward. While the impact on industry is certainly
considered in the determination of these discounts, there is no policy to

maintain them at artificially high levels so as to retain certain industry
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practices at specified levels permanently. Despite the lack of such a

policy, on the whole, these industries have thrived due to the overall

growth of worksharing.

This question further implies that any offering by the Postal Service which
results in a reduction in complexity and inefficiency in mail acceptance
competes with private business. An example of the obvious logical fallacy
here would be street corner postal collection boxes. !f these boxes did not
exist, individuals and small volume maiiers unable to travel to a post office
would be forced to contract with commercial firms for carriage and entry.
However, the provision of these boxes should not be viewed as a form of
competition with those commercial carriers through diversion of mail which
might otherwise be carried by them. First, it is unlikely that they would
have an interest in transporting the very sméﬁ‘ﬁvolumes involved, and

v 4k
second their cost for individual pickup wouid dwarf the $0.32 postage

charge.

In my experience, however, | have observed that when the Postal Service
simplified the process of creating and submitting mailings, especially
mailings discounted due to worksharing, some mail previously entered by

commercial mail preparation firms migrates to direct entry. Although the
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Postal Service has an acknowledged and critical partnership with
commercial mail preparation firms who facilitate use of the mail by
customers who find mail preparation and entry tedious or onerous, the
Postal Service's overmriding obligation to the American mailing public is to
simplify mailing in general and more specifically to reduce the cost and

complexity of discount opportunities for all mailers.

An actual example of this would be the change in Intemationai Surface
Airift (ISAL) preparation requirements which reduced the minimum
qualifying quantity from 750 pounds to 50. Some ISAL mail previously
turned over to mail consolidation firms, due to the extremely high weight
requirement, was subsequently entered directly by the primary mailers
now able to qualify on their own. This had the effect of reducing the cost
of mailing internationally, since the primary r;i;ﬂer received worksharing
discounts but was no longer paying overhea& a:r:i:i_:.broﬁt to a third party,
and consequently reducéd the cost for all American businesses of
e;xpanding their businesses intermationally. Worth mentioning also is the
reduction in time it took the mail to be entered in the mailstream and its

subsequent dispatch overseas.

Another example in my experience would be the introduction of ZIP+4
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discounts. With the introduction of these rates, mail previously handed oft
to presort bureaus could be entered directly at a similar savings by

mailers able and willing to concem themselves with the quality of their

addresses.

Although these instances may have had the effect of reducing the
immediate business of particular commercial entities, | do not personally
consider them harmful competition, because it is the Postal Service's
challenge to enable economically viable communications of the Amen‘éan
people, not to provide financial opportunity for third party vendors.

| consider MOL to be comparable to these examples in the sense that it
may in some small way divert mail that would otherwise be prepared by a
third party commercial mail preparation firm to direct entry. However, third
party opportunities exist because the Postal §%rv|ce continues striving to
find ways for Americans to mail more effi uenily End economically. As
they have in the past, creative and entrepreneurial service providers
.cannot but benefit from new service opportunities inherent in new postal
offerings such as Mailing Online and the presumed overall increase in the

universe of mailers in need of their services.
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b. Yes. For example, | believe that the dynamics of the marketplace are so
multifaceted that any effect of MOL diversion would compare to such
business to business effects as EDI infringing upon manual accounting

requirements and consequently diverting business from a local accounting

firm to an IT service provider.

Changing communications and commerce needs as well as evolving work
practices are affecting all business service industries, and the Postal
Service must respond appropriately to its customers needs as well. As
discussed in my response to MASA/USPS-T1-18, this is analogous tq

effects in other sectors of the federal government as well.

a+tY
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MASA/USPS-T1-17. Referring to your response to MASA/USPS-T1-5(iii), that
question sought your testimony as to the total universe of so-called “short run”
direct mail from which the majority of MOL volume is projected to come. Your
answer interpreted the question to seek evidence of the estimates for MOL
volume itself. Please answer the question as clarified above.

RESPONSE:

The estimate used for total short run direct mail pieces was 17.5 billion.

AP

ey
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MASATUSPS-T1-18. State the Postal Service's view of the relévance to
the Commission’s recommended decision of the impact of MOL on private
businesses providing competitive services. Include in your answer a statement
of what types of competmve lrnpact would weigh against authorization of MOL
and why.

RESPONSE:

| It is not my position to render a legal interpretation of the Postal
Reorganization A& (Act}. My understanding of the process of ratemaking,
however, is that it involves Commission consideration of competition with posfa!
services in accordance with certain rate and classification critetia, as specified in
the Act. These include the impact of rate increases on competition generally.
Apart from such competitive effects, it is also my understanding that in making
classification recommendations the Commission must consider factors such as the
relative value to the people of kinds of mail matter, the desirability of special
classifications and services of mail, particularly from the point of view of both the
Postal Servuoe and the user, and the importance of m%wdlng classifications with
extremely high degrees of reliability and speed of dehvc—#y among others

1 am not aware of any specific competitive effect that would prohibit the
Commnission from recommending an appropriate; cléss:rﬁcation or reasonable rates
and fees for Mailing Onlfine. Obviously, as a matter of policy, the Postal Service
will take into account the effects of its proposals on a wide spectrum of customers

and other entities, including those firms in industries that provide services

associated with the processing and delivery of mail. In this regard, the Postal
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Service would be unwise not to balance the interests of its customers and the
public in the most efficient and effective postal services égainst the interests of
those sérvice industries who are in a position to further those objectives. As
reflected in my fesﬁmony and the testimony of other Postal Service witnesses, |
believe that the Postal Service's proposal for Mailing Online reflects that proper
balance. |

| also believe that, through the Act, the Posta! Service has a charter from
Congress and the American people to develop, plan, promote and provide efficient
and economical correspondence and commercial services that bind the nation
together. It has an obligation to maintain a healthy and fiscally viable service
organization with which to respond to that mandate. In my view, responding
effectively to that charter is an essential goal of Postal Service policy decisions.
The Postal Service's proposal for Mamng Oniine is consistent with and furthers
those objectives. Again, | know of no specific compeﬁwe effects of Mailing Online
that would wamrant interfering with the policy choice to o&er it on a market test and
later experimental basis.

- While it is not a direct or perfect analogy, | see certain similarities in the
policy choices faced by the Postal Service and certain of those faced by the
intemal Revenue Setvice in dealing with the public. Almost all of American society
interacts with both agencies. Both have made possible the 'emergence of service

industries associated with that interaction. In the Postal Service's case, the
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decisions to offer various discou‘nts for mailer worksharing have given rise to
various preédrt bureaus and consolidators. In the case of the IRS, there is an
indi:stry of tax preparers, tax accountants, software providers and tax attomeys.
As l understand it, one of the primary goals of the IRS is to make itself easier to
| use. This may come in the form of permitting the electronic submission of tax
~ retums or simplifying regulations and forms. While the attendant tax services
industries might fee! threatened by specific measures directed at these goals, on

balance they should not be avoided solely because of the effects on these

businesses.
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MASA/USPS-T1-18. Referring to you answer to MASA/USPS-T1-9:

a. Explain in detail how “traditional lettershop activities could be impacted”
by improvement in the economies of digital printing.

b. Is it your opinion that lettershops would be positively impacted by
“evolving a capacity to bid on MOL contracts[sic]? Explain your answer

fully.

c. Confirm that at most, only 25 lettershops could be awarded MOL
contracts.

d. Explain how those lettershops that bid on but were not awarded MOL
contracts were positively impacted by “evolving a capacity to bid on MOL
contracts.”

e. Explain in detail every way you can think of in which lettershops would be

positively impacted by MOL, including in your answer your assessment of
the likelihood that such positive impact would occur and with respect to
what percentage of the mailing services industry.

f. Identify all support for your opinion that “some — perhaps many - MOL
customers may outgrow MOL and become lettershop customers.” Identify
any studies, data, research or other source that supports your opinion. If
you intend to develop further support for the opinion, please describe in
detail how you plan to do so.

RESPONSE:

a. As | understand the business mode!, traditional lettershop functions
involve a wide variety of mailpiece creation, assembly and preparation
activities. These functions are performed in response to customer
requirements which are ultimately a product of customer expectations
regarding cost, speed and quality. | believe that improvements in the
economies of digital printing will increase the awareness, understanding
and consequent usage of this technology, and furthermore, that its
improved speed and flexibility will impact the expectations of maif users.
As competitive businesses, lettershops are driven by their customers’
expectations in the adoption of new technologies and capabilities. Digital

printing is complementary to many of the existing functions of lettershops
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and the integration of this technology would tend to improve the
competitive position of a full-service provider looking for ways to satisfy
existing customers and attract new ones.

b. Any lettershop which evolves a capacity to bid on MOL contracts will of
course be in a position to benefit from the award of such a contract. In
addition, for the reasons stated in (a) above, this capacity is also likely to
generate new revenue by benefiting their ability to satisfy latent and
emerging demand from their own or other customers having requirements
for digital printing services in conjunction with the use of mail.

c. Not confirmed. As indicated in my response to OCA/USPS-T1-5(a), if

demand is sufficient to warrant it, more than 25 contracts could be

awarded.
d. See my response to part (b}, above.
e. With the understanding that Mailing Online is expected to improve the

usefulness of mail to small businesses and other small volume mailers,
and that new mail volume will be generated thereby, it is my firm opinion
that lettershops might also expect to benefit from new volumes of mail
Itypes not suitable for MOL that will be generated by this underserved
market segment as they grow aware of the many benefits of mail as a
cost effective communications tool. Additionally, it is my opinion that there
is a strong likelihood that the positive results achieved through the

combined benefits of data manipulation, document personalization,
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address standardization and automation compatible mail preparation,
available on a small scale in MOL, will compel MOL users to investigate
the more robust capabilities of lettershops and other mailing services
providers. This will be especially true if such nascent businesses grow to
the point of mailing in volumes better suited to traditional lettershop
technologies.

My opinion comes from personal knowledge of business and the mailing
public as well as from discussions with members of the mailing services
industry. My opinion is rooted in two basic understandings. The first is
that, in general, the volume threshold for lettershop mailings is higher than
that for MOL mailings, and that the variety and complexity of lettershop
capabilities far exceeds what is possible using MOL. The second is the
simple expectation that successful small businesses grow and that
successful users of the mail expand their use of it in both quantitative and
qualitative senses. This growth would ieave them with mailing needs not
able to be satisfied by MOL and it is likely, in my opinion, that they would
seek out lettershops for this reason. | remain open to new information
that may bear on this question, and will continue to gather information on

this subject through personal observation and informal investigation.
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MASA/USPS-T1-20.

a. How many bidders were there for the contract awarded to successful
bidder reflected in LR-117 If there were any other bidders, identify them
and provide a price chart comparing each other bid by price to the one
accepted.

b. Have [sic] any request for bids been solicited with respect to other print
contracts? Describe the status of the USPS effort to solcit [sic] other
bidders on printing contracts.

RESPONSE:

a. Two offerors responded to the solicitation. Release of unsuccessful
offerors’ pricing or technical proposals would violate postal regulations.
Purchasing Manual § 4.2.8.d. Information must not be disclosed to any
supplier as to another supplier's: (a) trade secrets; (b) restricted data or
privileged or confidential manufacturing processes or techniques; or {(c)
business and financial information that is privileged or confidential,
including cost breakdowns, profit, indirect cost rates, and similar
information.

b. A prequalification process has been initiated for the next three print
locations. The Postal Service's Purchasing and Materials Service Center
recently invited the submission of prequalification statements from
suppliers in the Chicago, Los Angeles and New York areas. This process

will prequalify the most suitable suppliers in these areas, from whom

competitive proposals will be solicited in the near future.
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MASA/USPS-T1-21. In response to OCA/USPS-T1-12, you state that the costs
of informing potentiai MOL customers and advertising during the market test
have been included in cost estimates. Identify where in the testimony these
costs have been accounted for.
RESPONSE:
My response to OCA/USPS-T1-12 states “It is my understanding that as
appropriate, these costs have been included”. | am not, however, the

judge of what is appropriate; nor am | a costing witness. See Tr. 2/290-

91.
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MASA/USPS-T1-22. In your testimony at page 10, lines 2-5, you state that MOL
customers “will be notified of addresses that cannot be matched with existing
Postal Service's Address Management System database and are therefore being
purged from the list.” In response to DFC/USPS-T5-2 (redirected from witness
Plunkett), you indicate that early in the market test, the MOL system “will be
modified to use the FastForward system to check addresses for address change
status.”

a. Confirm that addresses for which a change is identified by the
FastForward system will not be purged.

b. Confirm that mail for which an address change is identified by the
FastForward system will be forwarded to the addressee at the correct
address.

c. Confirm that the mailer will not be provided with the address for any

changed address identified by the FastForward system. Will a MOL user
be notified of the names of those addressees whose mail has been
forwarded as a result of the FastForward system?

d. Confirm that the mailer will not be charged for the FastForward system.
Describe the circumstances in which Fastforward is available to mailers
who are not using MOL, and state whether any charge is levied in
connection with use of the FastForward system.

e. Explain whether, after FastForward is implemented for MOL, the
statement in your testimony referred to in the interrogatory will still be true.
If it is, explain the circumstances in which it will be true and estimate as
best you are able the percentage of incorrectly addressed MOL mail that
will still be purged when FastForward is in use.

RESPONSE:
a. Confirmed.
b. Confirmed that mail for which an address change is identified by the

FASTforward system will be forwarded to the addressee at the address
.recorded in the FASTforward database.

c. Confirmed that at the present time, mailers will not be provided with any
address changes nor any notification of the identity of those addressees

whose mail has been forwarded as a result of the FASTforward system.
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Confirmed that as is the case today, neither mailers nor addressees will
be charged by the Postal Service for the forwarding of First-Class Mail.
The use of FASTforward with MOL will however make the process more
efficient for the Postal Service than it is today. In general, a standalone
FASTforward system is available to licensees for an annua! fee of
$10,000 for each system; multiple or networked systems are priced
differently, as are upgraded platform implementations. Under the
conditions of the licensing agreement, licensees are authorized to offer
the service to others on whatever financial ferms they may choose.

The statement in my testimony refers to address standardization, not
address change status and will continue to be true. The Address
Management System (AMS) database is used to check address elements
only and does not involve checking names or forwarding status. The
percentage of addresses purged based upon use of AMS will vary
depending upon many factors, but will be unaffected by the use of

FASTforward. FASTforward will not be used to purge addresses.
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OCA/USPS-T143. Please refer to Tr. 4/843. Here you refer to a “new version
of the [Mailing Online] system due to be implemented for the market test . . . .°

b.

Has this new version been implemented? K not, what is the expected
date of implementation?

Does this new system record data in sufficient detail to permit creation of
tabulations of AP volumes by job type by page count by presort discount
qualification? If so, please provide such tabulations for each available
AP. :

Can data from the new system be merged with data from some other
system (e.g., mailing statements or sortation software reports) so as to
generate the tabulations requested in pari b. of this interrogatory? If so,
please provide such tabulations for each available AP.

Can the tabulations requested in parts b. and ¢. of this interrogatory be
generated for periods other than APs? If so, please provide such
tabulations for each available period.

RESPONSE:

a.

As of this date, the new version has not been implemented for customer
use. Pending successful completion of systems testing, the new version
will be implemented on October 22, 1998 concurrent with the launch of
the new version of the PostOffice Online system.

From a technical perspective, data recordation and tabulation capabilities
are virtually unchanged from those available during the operations test, |
although the Postal Service does anticipate being able to provide data in
keeping with the Commission's Opinion regarding a market test for
Mailing Online. Currently, association of presort qualification with job
type characteristics can be accomplished only through the manual
matching of mailing statements with batch job reports. See Tr. 4/845.
Since no data yet exist for the market teét, reporting it at this time is

problematic.
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OCA/USPS-T1-44. Please refer to Tr. 4/845. Here you state that *it wouid be
possible to modify the system so as to store and forward the reports [generated
by the sortation software in Mailing Online] . . . .°

a. Has such a modification been performed? if not, what is the expected
date of modification?

b. . Whatis the name of the sortation software utilized in Mailing Online?
Piease provide a copy of any instruction manuals, documentation, readme
files, or online help files that accompany the sortation software.

o} Do commercial mailers or presort bureaus use the same sortation
software? Do such other users maintain electronic records of the
manifests, 3600s, and 3602s generated by the sortation software? If so,
what prevents the Postal Service from doing the same?

d Can the sortation software used in Mailing Oniine generate a report that
shows the volumes for each manifest, 3600, or 3602 that would qualify for
each presori discount? (See PRC Op. MC98-1, October 7, 1998, at 45:
“If the mailing statements provide the level of sort achieved on each batch
.. ., then the provision of these statements will be sufficient.”) if so,
please provide al! such existing reports and all future reports on an
ongoing basis (electronic and hard copy). If not, please “find an
alternative means of providing the depth of sort data for each batch.” /d.

e. Can any of the manifests, 3600s, or 3602s generated by the sortation
software be associated with a particular page count/job type category.
For example, do the reporis or mailing statements generated by the
sortation software contain an identification code that can be associated
with an identification code in the job type/page count reports generated by
the system software? If so, please provide the tabulations requested in

OCA/USPS-T1-43.
RESPONSE:
a. No system modification has been performed which would allow the storing

and forwarding of sortation software reports. Aithough no firm timeline
‘has been established, a ready means of providing this information has
been identified in the form of a built-in switch in the commercial software
which allows the creation of a “Mail.dat” file for each batch file statement.
The Mail.dat file contains all of the variabie elements of a mailing

statement and allows for storage and manipulation of the data in soft-copy
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format. We are currently analyzing the time and effort requirements of a
modification to allow the creation and electronic forwarding of “Mail.dat”
files for all MOL statements.

b. The sortation software utilized is Postalsoft's “Presort Jobfile®.
Dbcurnentation supplied with the software is the property of the Firstlogic
- Postalsoft company and cannot be released or reproduced without their
express permission. The company declined to authorize inclusion of the
documentation in this response but did indicate a willingness to discuss
the possibility of sharing it with participating parties on a one-to-one
basis. Counse! can provide contact information upon request.

c. According to Postalsoft, Presort Jobfile is used by a variety of commercial
mailers, presuméb!y including presort bureaus. Also, according to
Postalsoft, electronic records {Mail dat files) can be generated by Presort
Jobfile and such reports could be (and may be) generated and maintained
by other users. The existing MOL system configuration and settings
prevent the Posta! Service from generating and storing mail.dat files.

d. The MOL system as currently configured does not generate or keep those

. records, nor can any reports other than mailing statements be generated,
as indicated above, a system modification to enable a Mail dat reporting
option is currently being investigated.

e. Currently, mailing statements generated by Presort Jobfile do not contain

any identification which would allow them to be associated either with a
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particular batch number or the job type/page count reports generated by

the system. We intend to investigate such an option in the near future.
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OCA/USPS-T1-45. Please refer to Tr. 2/182 and Tr. 4/842. At page 182 you
state, “The system software defines batches based upon page count, paper size,
bindery options, spot color options and proofing options. Also, non-merge jobs
are defined as separate batches, as are fax-back and mail-back proofing
requests.” At page 842 you calculate the number of possible job type batches by
taking account of paper size, plex options, bindery options, and color options.

a. Has the computer code you provided at page 182 changed? If so, please
provide a copy of the current code.
b. Is each individual non-merge job treated as a separate job type batch? If

so, why and how is this accomplished? If not, please describe how these
jobs are batched and state whether these jobs are batched with mail-
merge jobs.

c. Is each individual fax-back job treated as a separate job type batch? If
so, why and how is this accomplished? If not, please describe how these
jobs are batched and state whether these jobs are batched with mail-
merge jobs.

d. Is each individual mail-back job treated as a separate job type batch? If
so, why and how is this accomplished? [f not, please describe how these
jobs are batched and state whether these jobs are batched with mail-

merge jobs.

€. Please confirm that there are 48 possible page-count options. If you do
not confirm, please state how many page-count options there are.

f. Please confirm that for mail-merge jobs there are 42 X 48 = 2016 possible

page-count/job-type batches. If you do not confirm, please state the
correct number of possible mail-merge batches and show its derivation.

g. Please confirm that the number of possible non-merge batches is
unknowable, since each such job is treated as a separate batch. If you do
not confirm, please state the correct number of possible non-merge
batches and show its derivation.

h. Please confirm that the number of possible fax-back batches is
unknowabile, since each such job is treated as a separate batch. If you do
not confirm, please state the correct number of possible fax-back batches
and show its derivation.

i Please confirm that the number of possible mail-back batches is
unknowable, since each such job is treated as a separate batch. If you do

" not confirm, please state the correct number of possible mail-back
batches and show its derivation. ‘

RESPONSE:

a. According to the system developer, the code has not changed.
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b.

Yes, at the present time all non-merge jobs are treated as separate
batches. The cument MOL system is an enhanced version of the original
proof of concept software used for the operationa! test. The initial phases
of system development have focused on simplicity and consistent
operability. Consequently only mail-merge jobs are currently combined
into co-mingled batches; all others are handled as separate batches.
Current {and future) system development is focused on improved
functionality including the capability to combine all like documents into co-
mingled batches.

Yes, at the present time all fax-back jobs are treated as separate batches.
See my response to (b) above.

Yes, at the present time all mail-back jobs are treated as separate
batches. See my response to (b} above.

Confirmed.

Not confirmed. The system which has been implemented for the market
test has different finishing options than the operationa! test system. Due

to these differences the possible job-type batches are’:

Letter & legal 2 possible plex options — simplex or duplex

x 3 possible binding options — stapled, not stapled or tape binding

6 .
x 2 possible paper sizes — letter or legal
12
¥ 5 possible color options — black, red, green, blue, magenta
60 ,

' For technicat reasons, neither the 11x17 paper choice nor the saddlestitching finishing option will
be available at the launch of the market test. They are expected to be reintroduced shortly after

the market test begins.
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Newsletter 1 possible plex option — duplex
% 2 possible binding options — stapled or not stapled

2

x 1 possible paper size — newsletter (11"x17")
2

X 1 possible color option — black
2

This is a total of 62 job-type batches. The page-count can be equal to or less
than 48. Therefore the possible page-count/job-type batches equals 62 x 48 =
3000

g. Confirmed that at present the number of possible non-merge batches is
unknowable. It is known however that the number wili be equal to the
total number of non-merge jobs submitted and processed.

h. Confirmed that at present the number of possible fax-back batches is
unknowable. it is known however that the actual number will be equal to
the total number of fax-back requests submitted and processed.

i. Confirmed that at present the nﬁmber of possible mail-back batches is
unknowable. 1t is known however that the actual number will be equal to

the total number of mail-back requests submitted and processed.
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OCA/USPS-T147. Please refer to your response to OCA/USPS-T1-43.

a. Please provide a firm date for implementation of the “new version” of the
MOL system software referred to in your response to part (a) of that
interrogatory.

b. Piease provide a firm date when the “association of presort qualification
with job type characteristics can be accomplished” through electronic
means.

c. Please provide a firn date when the tabulations requested in parts (b)}-(d)
of that interrogatory can be generated.

d. Please provide the tabulations requested in parts (b)-{d) of that
interrogatory as soon as they can be produced.

e. Is it your understanding that the tabulations requested in part (d) of this
interrogatory differ from “data in keeping with the Commission’s Opinion
regarding a market test for Mailing Online™? If so, please describe all

differences.
RESPONSE:
a. The new version of the MOL software was implemented for customer use

when the PostOffice Online web site was made available for public access
at approximately 3:15 PM Pacific Standard Time on October 30, 1998.

b. No firm date has been determined.

cd. The tabulations requested in parts (b}-(d) assume a level of data
gathering, automated or otherwise, presently not available in the MOL
system. Automated reporting sufficient to permit tabulation at this level is
unlikely to be available until the next major release of MOL software. See
also, my response to part (e).

e, Yes. The Commission has specified that the market test data collection
plan encompass mailpiece characteristics data (which include job types
and page counts) and hard copy mailing statements. No data beyond

these are available regarding presort discount qualification, although
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inferences can be made from the characteristics data. The first week of
the market test has just been compieted, and the first weekly report is
being prepared. The Postal Service expects to provide that report in
approximately two weeks, and anticipates that the lag time between the
end of a week and the provision of its report can be reduced to a week as

procedures become defined and implemented.
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OCA/USPS-T1-48. Please refer to your response to OCA/USPS-T1-44,

a. In part a. of your response you state, “No system modification has been
performed which would allow the storing and forwarding of sortation
software reports.” Please reconcile this statement with your testimony at
page 10, lines 16-18 (emphasis added). “Each batch address file is
presorted to the maximum depth of sort with a prepared manifest and
mailing staterment, for transmission along with the print files.”

b. Please provide copies of correspondence from the MOL system developer
related to the ability or inability of the MOL sortation software to retain an
electronic version of the “prepared manifest and mailing statement” that is
transmitted electronically to print sites. {f no such correspondence exists,
please explain the basis of your interrogatory response and provide
documentary verification thereof.

c. In part c. of your response you state, “The existing MOL system
configuration and settings prevent the Postal Service from generating and
storing mail.dat files.” Please provide copies of correspondence from the
MOL system developer related to the abiiity or inability of the existing
MOL system to generate or store mail.dat files. If no such
correspondence exists, please explain the basis of your statement and
provide documentary verification thereof.

d. in your response to part e. you state, "Currently, mailing statements
generated by Presort Jobfile do not contain any identification which wouid
allow them to be associated either with a particular batch number or the
job type/page count reports generated by the system. We intend to
investigate such an option in the near future.” Please provide copies of
comrespondence from the MOL systern developer related to this "option.”
If no such correspondence exists, please expiain the basis for your
response and provide documentary verification thereof.

RESPONSE:
a. The mailing statement is indeed transmitted by the system along with the
_print files as my testimony indicates; however no provision was made for
the statement to be stored and/or forwarded anywhere else. After
transmission the file is deleted and no longer exists on the system.
b. No such comrespondence or other documentation exists. My interrogatory

response was based on a telephone call to the developer wherein | asked
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if the sysfem could store and forward the mailing statement. What the
system can do now is quite different from what is possible or under
development.

c. Again, no such correspondence or other documentation exists. The
Mail.dat opportunity was discovered during phone conversations with
Postalsoft company representatives and was subsequently communicated
to the MOL system developer by phone.

d. Again, no such comrespondence or other documentation exists. The
request for investigation of an option to associate mailing statements with
batch numbers was communicated to the MOL system developer by

telephone.
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OCA/USPS-T149. Please refer to your response to OCA/USPS-T1-45.

In part b. of your response you state, “[O]nly mail-merge jobs are currently
combined into co-mingled batches; all others are handied as separate
batches. Current {and future) system development is focused on
improved functionality including the capability to combine all like
documents into co-mingled batches.” Please provide copies of
correspondence from the system developer relating to the ability or
inability of the MOL system software to “combine all like documents into
co-mingled batches.” If no such comespondence exists, please explain
the basis for your response and provide documentary verification thereof.
in part . of your response you state, “[T]he possible page-count/job-type
batches equals 62 x 48 = 3000 [sic].”" In his response to interrogatory
OCA/USPS-T1-46(d), redirected from you, witness Plunkett states, “Some
batch types are simply more likely to be chosen than others. Moreover, if
document length is a parameter used to define potential batch types,
some are highly unlikely to be chosen at all.”

i. Do agree with witness Plunkett's statement? If so, what is the
basis for your agreement?

ii. Please provide a table, containing 62 x 48 cells, that displays the
relative likelihood of each possible page-count/job-type batch and
is consistent with the assumption that, on average, MOL pieces will
be presorted to a depth justifying grant of the Automation Basic
discounts. _

iii. Please provide tables that allocate year-one MOL volume across
subclass/page-count/job-type batches. Please show that this
allocation is consistent with the assumption that, on average, MOL
pieces will be presorted to a depth justifying grant of the
Automation Basic discounts.

RESPONSE:

a.

To my knowiedge, no such comrespondence or other documentation exists

_on this topic. As stated in my response to part (b), the current system is

an enhanced version of the oniginal proof-of-concept software. The
specification for that development stated:

“Merge and presort, This capabiiity will aliow the NetPost system to

automate network logistics, achieving optimum utilization of printing
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resources, and maximizing postal automation efficiency.”
As noted in my response to part (b), the developer understands that
current (and future) system development will be focused on this and other
improved functionality.
b.
i. | agree that we are likely to leam that certain batch types are
more prevalent than others. This learning is the purpose of the
experiment.
ii. I have no basis for predicting or even assuming the relative
numerical likelihoods of possible batches and therefore am unable
to produce such a table.
ii. i have no basis for accurately allocating MOL volumes
across possible batches and therefore am unable to produce such

tables.
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OCA/USPS-T1-50. Please refer to page 3, note 3, of your testimony. You

b.

state, “[A] universal Portable Document Format (PDF) input capability will
be included to allow document creation using many unsupported
applications.”

Please confirm that such an “input capability” does not currently exist. If
you do not confirm, please reconcile your response with witness
Stirewalt's response to interrogatory OCA/JUSPS-T3-68.

Please provide a firm date when such a capability will exist.

RESPONSE:

Confirmed. A more complete extract of footnote 3 from my testimony is
provided here to clarify that PDF input capability is a part of future
development.

*, . .Future development will include additional applications identified by
user demand studies. in addition, a universal Portable Document Format
(PDF) input capability will be included to allow document creation using
many unsupported applications.” USPS-T-1 at 3

See my responses to OCA/USPS-T3-78(a) and OCA/USPS-T147(b).

MC98-1




REVISED 11/13/98

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCAJ/USPS-T1-51. Please provide an updated version of USPS-LR-6/MC98-1.
RESPONSE:

This material is being filed as library reference USPS-LR-24. Please note that the
process of reviewing and comecting anomalies, such as flats in AP12 Week 3 and

Week 4 reports having $0.55 in revenue for 1,230 pieces, has not been completed.
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OCA/USPS-T1-52. At page 20 of its Initial Brief, the Postal Service stated that
“the Postal Service expects that exemptions from volume minimums will be
unnecessary if Mailing Online matures. The DMCS language exernpting Mailing
Online volume from the minimums simply permits the market test (and perhaps
the experiment) to mature under conditions likely emulative of its final form.”

a. Do you agree with this statement? Please state the basis for your
agreement or disagreement.

b. Would you agree that the characteristics of MOL jobs submitted near the
end of the experiment would be more similar to jobs submitied under a
permanent service than jobs submitted during the market test or toward
the beginning of the experiment? Please explain the basis of your
agreement or disagreement.

RESPONSE:

a. Yes. Given that a goal of Mailing Online is to achieve the proper balance
of providing automation discount opportunities to small volume mailers
while still maximizing the operational efficiencies of print vendors and
postal processing plants, both for the sake of lowering overall mailing
costs, | do agree. The experiment should shed further light on the
realization of this expectation.

b. ! can agree that jobs submitted in a more mature environment should be
more similar to permanent jobs than those from early in the market test.
Common sense suggests that onfy with some time for experimentation
with a new concept can users be expected to understand fully how Mailing
Online can best fit their needs. 1t follows that individual users’ respective

and collective experiences wouid mature over time to provide a clearer

picture of demand and common job characteristics. |

MC98-1



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-53. Please provide an updated response to interrogatory
OCA/USPS-T1-10, parts d.-f.

RESPONSE:

The requested update is being filed in Library Reference USPS-LR-23.
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OCA/USPS-T1-54. Please provide an updated response to interrogatory
OCA/USPS-T1-24.

RESPONSE:

The requested update is being filed in Library Reference USPS-LR-23.
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OCA/USPS-T1-55. Please refer to your response to interrogatory OCA/USPS.-
T1-19. In parts b.-d. of that interrogatory, you were asked to provide data on
merging, batching, and presorting of Mailing Online pieces. [n parts e.-i. of that
interrogatory, you were asked for "downflow densities” for MOL pieces. In part j.
of that interrogatory, you were asked whether the Postal Service would collect
data responsive to that interrogatory during the experiment.

a. In your response to part j. you stated, “Since the proposed Mailing Online
fees are based solely upon pre-mail costs, and Mailing Online pieces are
processed in conformity with existing procedures and capabilities, there is
no need to study these issues.” Please confirm that the data requested
could be used to determine the most appropriate presort and entry
discounts to be offered with Mailing Online. If you do not confirm, please
explain.

b. in its MC98-1 Recommended Decision on the market test, the
Commission stated, “An important factual finding necessary to determine
whether the Postal Service's proposed Mailing Online mailstream prices
for the market test are reasonable is whether Mailing Online volumes will
be sufficient in the long run (after batching), to bring essentially all Mailing
Online mailings above the cument volume thresholds for automation
discounts . . . .” PRC Op. MC88-1, October 7, 1988, at 27.

i. Please explain how the Commission can make a similar finding for
the experiment if “there is no need to study these issues.” -

ii. Please identify the data that the Postal Service will be providing
during the market test that will allow the Commission to make
findings on (a) the appropriate level of automation discount for
Mailing Online pieces during the experiment and (b) the need for a
waiver of minimum volume requirements.

RESPONSE:

a. Not confirmed. In a fully implemented Mailing Online scenario, with all
print sites in place and mature volumes, such data might indeed be
analyzed to determine presort and entry discounts with some degree of

~ confidence. However, during the experiment new print sites will be rapidly
phased in as volume increases and as volume shifts to new iocations,
sortation densities will shift as well. This will have the effect of constantly
changing the basis for evaluating any such data and significantly reducing

its value for determining any mature presort levels.
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b.

i. See the balance of my response to OCA/USPS-T1-19, part |.
where | state, *. . . Collection of Mail Online mailpiece characteristics will
suffice for informing any determination regarding the appropriate mail
categories in which any permanent Mail Online mailpieces should be
entered.”

it. The data requested by the Commission for the market test data
collection plan will be reported. This will include documentation sufficient
to determine that either with or without the usual minimum volumes, all
MOL addresses and mailpieces have been prepared in accordance with
automation processing requirements. In addition, batch mailing
statements and accompanying qualification reports from the presorting
software will provide information on batch volumes, including presort

densities where volume allows presorting.
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OCA/USPS-T1-56. Please refer to your response to interrogatory OCA/USPS-
T1-18. The computer code provided in that response does not appear to relate
to the question. (l.e., it is the same code as provided in response to
interrogatory OCA/USPS-T1-17¢g.) Please verify that you provided the intended
code. If you did not, piease provide the requested code.

RESPONSE:

The code provided was provided in emor. Listed below are the correct lines of
code:

Here is the code to inform the user of the “expected mail date™

”tt!tfrﬂfﬁt!’hﬂﬂl’im”w‘”ﬂ/

* USPS - Restricted information */

Ptitt't“tﬂtm“'tt“ﬂmtmﬁt‘ﬂl

create or replace procedure update_print_options

(

sessionlD number,

joblD in varchar2,
PrintOnSel in varchar?,
ColorSel in varchar2,
PaperSizeSel in varcharz2,
BindStyleSel in varcharz,
MailClassSel in varchar?2,
ProofCopySel in varchar2,
NoDays in varchar2 default 0,
X in number default 0,
y in number default 0
)
AS
userlD registered_member.USER_ID%TYPE;
JOBMAILCOST JOB.JOB_MAIL_COST%TYPE;
. JOBPRODUCTIONCOST JOB.JOB_PROD_COST%TYPE;
JOBUPDT JOB.JOB_UPDT%TYPE;
JOBDOC JOB.JOB_DOC%TYPE;
JOBMAIL JOB.JOB_MAIL%TYPE,
h_holiday_date HOLIDAY.HOLIDAY_DATE%TYPE;
h_holiday HOLIDAY.HOLIDAY%TYPE;,
holiday_count BINARY_INTEGER,;
FoldStyleSel varchar2(50) default 'None',
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Bindstyle varchar2(50);
EnvelopeSizeSel varchar2(50) defautt 'None',
EnvelopeStyle varchar2(50) defauit ‘None',
InsertingTag varchar2(50) default ‘None";
mPrintOnSel varchar2(50);
no_of_sheets DOC.DOC_PAGE%TYPE,
no_of_impressions DOC.DOC_PAGE%TYPE.
DOCPAGE DOC.DOC_PAGE%TYPE;
MAILPAGE MAIL.MAIL_CNT%TYPE;
TOT_PAGE JOB.JOB_PAGE%TYPE;
per_impression_cost PRODUCTION_COSTS.unit_cost%type,;
color_cost PRODUCTION_COSTS.unit_cost%type;
binding_cost PRODUCTION_COSTS.unit_cost%type,
inserting_cost PRODUCTION_COSTS.unit_cost%type,;
proof_cost PRODUCTION_COSTS .unit_cost%type;
paper_cost PRODUCTION_COSTS.unit_cost%type;
envelope_cost PRODUCTION_COSTS.unit_cost%type;
folding_cost PRODUCTION_COSTS.unit_cost%type,;
folding_cost_piece PRODUCTION_COSTS.unit_cost%type,
mail_cost POSTAGE.POSTAGE %type;
jobday VARCHAR2(60);
exp_mail_day VARCHAR2(60):
jobtime VARCHAR2(60),
jobmaildate Date;
[_jobmaiidate Date;
job_time_num NUMBER(2);
mNoDays NUMBER(3);
s_sysdate date;
ss_sysdate date;
d_count BINARY_INTEGER;
m_count BINARY_INTEGER,;
d_title job.job_titie%type;
m_title job.job_title%type,;
" per_impression varchar2(60);
CURSOR Hol IS
SELECT
holiday, holiday_date
FROM
holiday
WHERE
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to_char{holiday_date,'DD-MON-YYYY") = to_char{jobmaildate,'DD-
MON-YYYY");

CURSOR dmaiidate is
select

job_title
from

job,

mail
where

(round(mail_date) + mail_days_to_delete < round(job_mail_exp_time))
and

job_mail = mail_id and

job_id = jobid and

job_user_id = userid;

CURSOR ddocdate is
select
job_title
from
job,
doc
where
{round(doc_date) + doc_days_to_delete < round(job_mail_exp_time}} and
job_doc = doc_id and
job_id=jobid and
job_user_id= userid;

BEGIN

userlD := check_session(sessioniD);
if (useriD is null} then retum; end if;

SELECT
JOB_DOC, JOB_MAIL
. INTO
JOBDOC, JOBMAIL
FROM
JoB
WHERE
JOB_{D=JOBID;

I* select color cost */
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select
unit_cost
into
color_cost
from
production_costs
where
cost_item = colorsel;

/™ select proof cost */
select
unit_cost
into
proof_cost
from
production_costs
where
cost_item = proofcopysei;

I* select paper cost */

select
unit_cost
into
paper_cost
from
production_costs
where
cost_item = PaperSizeSel;

/* SELECT NO OF PAGES FROM DOC TABLE */

SELECT

DOC_PAGE
INTO

DOCPAGE
FROM

DOC
WHERE

DOC_ID = JOBDOC;

I* SELECT NO OF PAGES FROM MAIL TABLE */

SELECT
MAIL_CNT

INTO
MAILPAGE
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FROM
MAIL
WHERE
MAIL_iD = JOBMAIL,;

if docpage = 1 then

mPrintOnSel := 'One Side";
elsif

docpage > 48 then

mPrintOnSel := Two Side';
else

mPrintOnSe! := PrintOnSel;
end if;

if NoDays is nult then
mNoDays := 0;
else
mNoDays := NoDays;
end if;

if ( proofcopysel = 'Fax Back') or
( proofcopysel = 'Mail Back')

then

mailpage := 1;

endif;

no_of_impressions := docpage;

if (mPnntOnSel = 'One Side') then
no_of_sheets := no_of_impressions;
else
f* 11 x 17 is printed 4 doc_page(s) to 1 sheet duplex - 4 impressions */
if PaperSizeSel = '11*17 then
no_of_sheets .= ceil (no_of_impressions / 4);
else
‘ no_of_sheets := ceil (no_of_impressions / 2);
end if;
end if;

TOT_PAGE := MAILPAGE * no_of_sheets;
f* Calculate Envelope Size */

if PaperSizeSel ='81/2*11" then
if no_of_sheets <= 5 then
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EnvelopeSizeSel := ‘#10 Envelope',
else
EnvelopeSizeSel := 'Flat Envelope;
end if;
elsif PaperSizeSel = '81/2*14' then
if no_of_sheets <= 4 then
EnvelopeSizeSel := ‘#10 Envelope',
else
EnvelopeSizeSel := 'Flat Envelope';
end if;
elsif PaperSizeSel ='11*17 then
if no_of_sheets <= 2 then
EnvelopeSizeSel := '#10 Envelope',
else
EnvelopeSizeSel := 'Flat Envelope’,
end if,
end if;

f* Determine inserting lookup key */

if EnvelopeSizeSel = #10 Envelope’ then
InsertingTag := "Inserting#10";

elsif EnvelopeSizeSel = 'Flat Envelope' then
InsertingTag := 'InsertingFlat’;

end if;

I* select envelope cost */
select
unit_cost
into
envelope_cost
from
production_costs
where
cost_item = EnvelopeSizeSel,

if BindStyleSel = "Tape' then
. begin
if PaperSizeSel = '81/2*11' then
Bindstyle := Tape 8,
elsif PaperSizeSel = '81/2*14' then
Bindstyle := Tape 14';
elsif PaperSizeSel = “11*17 then
Bindstyle := Tape 8';
end if;
end,;
else
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Bindstyle := BindStyleSef;
end ff;

* select binding style cost */
select

unit_cost
into

binding_cost
from

production_costs
where

cost_item = Bindstyle;

I* select binding style cost */
select
unit_cost
into
inserting_cost
from
production_costs
where
cost_item = InsertingTag;

I* select folding cost */
select

unit_cost
into

folding_cost
from

production_costs
where

cost_item = 'Folding’,

if EnvelopeSizeSel = ‘#10 Envelope’ then
begin
. if PaperSizeSei = '81/2*11' then
foiding_cost_piece .= folding_cost * 2,
elsif PaperSizeSe! = '81/2*14' then
folding_cost_piece := folding_cost * 3;
eisif PaperSizeSel = '11*17 then
folding_cost_piece := folding_cost * 3;
end if;
end;
elsif EnvelopeSizeSel = ‘Flat Envelope' then
begin
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if PaperSizeSel = '81/2*11' then
folding_cost_piece := 0;
else
folding_cos!_piece := folding_cost * 1;
end if;
end;
end if; '

if (PaperSizeSel ='81/2*11' and mPrintOnSel = 'One Side') then
per_impression :='81/2*110ne Side";

elsit (PaperSizeSel = '81/2*14' and mPrintOnSel = 'One Side') then
per_impression := ‘81/2*140ne Side";

elsif (PaperSizeSel = '81/2*11' and mPrintOnSel = "Two Side’) then
per_impression :='81/2*11Two Side’,

eisif (PaperSizeSe! = '81/2°14’ and mPnntOnSel = Two Side') then
per_impression :='81/2*14Two Side’;

elsif (PaperSizeSel ='11*17"} then
per_impression := '81/2*11Two Side’,

end if;

* select per impression cost */

select
unit_cost
into '
per_impression_cost

from

production_costs
where

cost_item = per_impression,

[* select postage cost */

select
postage

into .
mail_cost

from
postage

where
paper_size = PaperSizeSel and
min_pages <= no_of_sheets
and max_pages >= no_of_sheets;
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I* do not charge for postage if it is fax back */
if ( proofcopysel = 'Fax Back’) then

mail_cost :=0;, -
end if;

I* calculate postage cost */
jobmailcost := mail_cost * mailpage;

I* caiculate production cost */
if proofcopysel = 'Fax Back' then

jobproductioncost := (per_impression_cost + color_cost) *
no_of_impressions +

(paper_cost * no_of_sheets) + proof_cost;

else

jobproductioncost := {( binding_cost + envelope_cost + folding_cost_piece
+ inserting_cost) + ’

(( per_impression_cost + color_cost ) * no_of_impressions)
+
((paper_cost} * no_of_sheets)) * mailpage;

end if;

/* UPDATE JOB WITH NO OF PAGES AND DATE AND TIME */
SELECT
sysdate
INTO
. ss_sysdate
FROM
DUAL;

I* calculate date and time */

if NoDays > 0 then

s_sysdate ;= ss_sysdate + NoDays ;
else

s_sysdate := ss_sysdate;

end if;

jobday := to_char(s_sysdate,'DAY"),
jobtime := to_char{s_sysdate,'HH24");
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job_time_num ;= to_number(jobtime);

if job_time_num <= 13 and jobday <> 'SATURDAY" then
jobmaildate := s_sysdate + 1,
end if;

if job_time_num > 13 and jobday <> 'FRIDAY" and jobday <> ‘SATURDAY" then
jobmaildate := s_sysdate + 2;
end if;

if job_time_num <= 13 and jobday like '%SATURDAY %' then
jobmaildate := s_sysdate + 2;
end if;

if job_time_num > 13 and jobday like '%SATURDAY %' then
jobmaildate := s_sysdate + 3;
end if;

if job_time_num > 13 and jobday like "%FRIDAY%' then
jobmaiidate := s_sysdate + 3;
end if;

OPEN Hol;

holiday_count := 0;

LOOP
FETCH hol INTO

h_holiday,h_holiday_date;

EXIT WHEN hol%NOTFOUND;
holiday_count := holiday_count + 1,

END LOOP;

CLOSE Hol,

if holiday_count > 0 then
j_iobmaildate := jobmaildate + 1;
else
j_jobmaiidate := jobmaildate;
end if;

exp_mail_day := to_char(j_jobmaildate,'DAY"),
if exp_mail_day like "%SUNDAY%' then

j_jobmaildate := j jobmaildate + 1;
end if;
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UPDATE job SET

JOB_SIZE = PaperSizeSel,
JOB_PLEX = mPrintOnSel,
JOB_COLOR = ColorSel,
JOB_BIND = BindStyleSel ,
JOB_FOLD = FoldStyleSel,
JOB_ENVNO = EnvelopeSizeSel,
JOB_ENV = EnvelopeStyle,
JOB_CLASS = MailClassSel ,
JOB_PROOF = ProofCopySel,
JOB_PAGE= TOT_PAGE,
JOB_UPDT= ss_sysdate,

JOB_MAIL_EXP_TIME =] jobmaildate,
JOB_MAIL_COST = jobmailcost,
JOB_PROD_COST=  jobproductioncost,
JOB_SCHEDULE_DAY = mNoDays
WHERE

JOB_ID=joblD;

COMMIT;

I if job processing day set after the file is deleted do not accept the job */

OPEN DDOCDATE;
d_count := 0,
LOOP
FETCH DDOCDATE INTO
T d_title;
EXIT WHEN DDOCDATE%NOTFOUND;
d_count ;= d_count + 1;
END LOOP;
CLOSE DDOCDATE;

OPEN dmaildate;
m_count := 0;
LOOP
FETCH dmaildate INTO
_ m_title,
EXIT WHEN dmaildate%NOTFOUND;
m_count := m_count + 1;
END LOOP,
CLOSE dmaildate;

I* if fax back is selected redirect page to fax_back page */

if m_count > 0 then
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owa_util.redirect_URL(service;namel|'d13ngemail?sessionlD=‘||sessionlD]|'&job|
D="[{joblD, TRUE);

elsif d_count > 0 then

owa_util.redirect_URL(service_name||'changemail?sessioniD="|{sessionlD||'&jobl
="|liobiD, TRUE),

elsif

proofcopysel = ‘Fax Back' then
owa_util.redirect_tURL(service_name|['fax_back?sessioniD="[|session!|D||'

&job!D="|ljoblD, TRUE);

elsif

f* if Mail back Selected Redirect page to mail back page */

proofcopysel = 'Mail Back' then

owa_util.redirect_URL(service_name]||'mail_back?7sessioniD="||session|Dj|

‘&jobID="|]jobl D, TRUE);

elsif

I* else go to confirmation page */

proofcopysel = 'None' then
owa_util.redirect_URL(service_namel||'confirm?sessionID="||session|D|['&]

ob!D="||jobID,TRUE);

end if;

END;

MC98-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY

TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-57. Please refer to your mponse to interrogatory OCA/USPS-
T1-22, parts c. and d. You state that address list files are retained for at least 30
days and that they are “tagged” with an expiration date.

a.
b.

c.

Can the submission date and time of a job be deduced from the expiration
date? If not, why not?

Were all stored address list files with the same expiration date submitted
on the same date? If not, why not?

Can stored address list files be “tagged” with a submission date and time?
If not, why not?

Can the date of transmission of an address list file to print sites be
deduced from the date and time of submission of a job? If not, why not?
Can stored address list files be “tagged” with the date of transmission to a
print site? If not, why not?

Please confirm that co-mingled presort batches are “closed” at 2:00 p.m.
eastem time on the date of transmission to the printer. if you do not
confirm, please explain.

Can stored address list files be “tagged” with a subclass/job-type/page-
count identifier? If not, why not?

If stored address list files were identified by date and time of transmission
to a print site and by a subclass/job-type/page-count code, could code be
written that would determine and report (after the fact) the degree of
batching and the depth of presorting achieved on a given date? if not,
why not? Please provide documentary verification (e.g., correspondence
from the system developer) of your response.

Please obtain from the system developer, and provide as a response to
this interrogatory, a report on the feasibility of the procedure described in
part h. of this interrogatory for determining depth of sort on a batch-by-
batch basis by date.

RESPONSE:

Yes. According to the system developer it can.
No. Cumrently users are able to extend the expiration date of their address

lists by up to 30 days. So, an expiring range of files could be 30 to 60

| days old.

Yes. According to the system developer they are currently so tagged.
Yes. According to the system developer it can be determined.

Yes. According to the system developer they can be so tagged.
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f. Confirmed. Currently all batches are closed each day at 2:00 P .M. Eastemn time.

g. Yes. According to the system developer they can.

h. Yes. The system currently retains information regarding presort, address files
and document data as it pertains to specific batches.

i. See Attachment to response to OCA/USPS-T1-57(i).




TRACOR 17400 Comerce ek v~

Reston, VA 20191-1535

763 758-7000
The current sysiem configuration keaps track of the folowing:
1 The users addresses by batch; and
2. The presort leve! reached by all addresses in a batch

The system could determine for each batch site where a usar's mail was destined and the
numbaer of places that quality for automated rates. This approach Is fraught with at east
three major shortcomings:

1. The need to automate refunds based on automated rates;

2. The systern resources required to defermine these discounts; and

3 The difficulty encountarsd with jobs maving from balch site to batch site
as system saturation levels are reached, or when the batch site is unabie to
perform the work.

The procedure referenced is possiblie, however, the accounting processes implied would
have a major Impact on the system design; i.e., development of accounting processes not
currenlly included in the systam. In addition, this procedure would require a major
investment in storage and retrieval of multiple refund records (for each generated batch
site refund} and design and implementation of a refund tracking and refund system. This
procedure would also advarsely affect the amount of time required to complete the daily
batich procass for all submittad jobs., The daveloper's estimate is that the amount of
physical time required to complete this process would increase by a factor of 2 to 3 times.
The tost of this procedure could be prohibitive.

Attachment to response
to OCA/USPS-T1-57(1)}
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OCARSPS-T1-58. Please refer to your response to interrogatory OCA/USPS-

T5-14, redirected to you from witness Plunkett.

a. Please provide an updated response to part b. of that interrogatory.

b. Do you consider printing costs incurred during the operations test to be
part of the development costs of Mailing Online? If not, why not?

c. At what point in time will the development costs of Mailing Online be fully
recovered with interest? Please provide detailed calculations to support
your response,

RESPONSE:

a. There has been no change, although at this time the Postal Service
awaits additional invoices from the developer {Tracor) for printing
services performed during the operétions test.

b. While | am not a costing expert, | do consider these to be research and

development costs.

i o uses
c. Redirected to witness-Eeckar.
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OCA/USPS-T1-59. Please refer to part b. of your response to OCA/USPS4,
redirected fo you from the Postal Service. You state, “Although the capability is
not required at this time, system design allows automatic routing of jobs based
upon specific printing requirements as well as destination ZIP Codes.”

Do you mean that "the capability” is built into system software at present?
if so, please provide a copy of the computer code that implements “the
capability.” If not, please define the term “system design.”

Please explain in detail how the computer code for the system will be
adjusted as new print sites are added.

Please exptlain in detail how the computer code for the system will be
adjusted as prices in printer contracts change.

Please explain in detail how the computer code for the system will be
adjusted as specialized capabilities are added at one or more print sites.
Please provide documentary verification {e.g., correspondence from the
system developer) of your response to this interrogatory.

RESPONSE:

a.

The response to OCA/USPS-4 refers to the basic design of the system
which uses a matrix of document printing and finishing characteristic_s
associated with specific print sites along with mailpiece destination ZIP
Codes to determine the print site for a specific document/address
combination. This allows new printing and finishing requirements to be
integrated easily into MOL without altering the basic structure of the
software design. The term “system design” refers to the way in which
MOL has flexibility and expandability designed into the system so as to
allow continued automatic routing of jobs based upon a potentially
changing variety of criteria.

According to the developer, “{T]he computer code will not need to be
modified. The current system uses a print site table that defines the
characteristics of the print site. This combined with the [ZIP Clode of the

addressee determines the print site destination for a mail piece.”
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c. According to the developer, “[T]he current system contains a materials
cost database which defines the cost by print site of the various services
requested per job. Each mail piece's distribution {print site) within a job
determines the overall cost.”" This database will be modified as prices in
printer contracts change.

d. See the response to part (b) above. The code would not need to be
adjusted, the print site table would be simply be modified to reflect the
addition or deletion of specialized capabilities.

e. See Attachment 1 to OCA/USPS-T1-59(e).
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Attachment 1 to OCA/USPS-T1-59(e}

a)

b)

)

We are currently planning to modify the exdsting system tables to implement zip code
designations by print site for all systemn options (cofor, binding, etc.). This need was
identified for handling fulure new or specialized printing requirements. The cument
design utiizes only spot color and black and white (by zip code and print site) printing 1o
determine print site destination. The new system will include all job characteristics under
a matrix along with destination zip code to determine the print site for a specific
document/address combination.

The computer code will not need to be modified. The current system uses & print site
table which defines the characteristics of the print site. This combined with the zip code
of the addressee determines the print site destination for a mail plece.

The current system contains & materials cost database which defines the cost by print
sile of the various services requested per job. Each mail piece’s disiribution {print siie)
within a job determnines the overall cost.

Seeb.

Marconi-Tracor Emerprise Sclutions
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OCA/USPS-T1-61. Please refer to the attachment to your response to POIR
No. 2, question 5. At page 12 of the attachment, short-run printing is defined as
“a limited number of impressions—usually fewer than 5,000 but sometimes as
many as 20,000—for a single job. This could mean 5,000 copies of a single-
page, or 200 copies of a 25-page document.” (Emphasis added.)

a. Please confirm that MOL is aimed at the market for mailings consisting of
fewer than 5000 impressions, not 5000 documents. Compare USPS-T-1,
page S, note 7 (5000 printed impressions) with Tr. 2/398 (mailings of less
than 5000). See also, USPS-T-3, which assumes an average mailing of
4120 pieces of 3.2 pages each, or at least 12,000 impressions per
mailing.

b. Please confirm that 100 copies of a duplex 25-page document would
constitute 5000 impressions. if you do not confirm, please explain.

c. Please confirm that an MOL job consisting of duplex 25-page documents
would never qualify on its own for automation discounts. If you do not
confirm, please explain.

d. Please confirm that an MOL job consisting of duplex 25-page documents
would be extremely rare. If you do not confirm, please reconcile your
response with parts c. and d. of witness Plunkett's response to
interrogatory QCA/USPS-T146, redirected from you.

e. Piease confirm that the likelihood of baiching MOL jobs consisting of
duplex 25-page documents to achieve automation discount minimums is
virtually nil. If you do not confirm please explain.

RESPONSE:

a. Not confirmed. Without the experience that will be provided by the market
test and experiment, an estimation of MOL document sizes and _
associated mailing volumes cén only be rough. We have used the
number 5000 as a convenient proxy for the maximum number of
documents expected in an MOL mailing because it facilitates a rapid
understanding of relative MOL mailing size and market drivers and alsc
provides a reference point for analysis. A more precise maximum number
of impressions, pages, or documents/mailpieces cannot be determined
without seeing how actual customers adopt the service. See also,

Witness Hamm's Response to MASAJ/USPS-T6-8.
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b.

C.

d.

Confirmed so iong as the paper size chosen is not 11°x17™.

Nol confirmed. See the response to part (a) above.

Unable to confirm. | have no basis for knowing what constitutes "extreme
rarity”.

Unable to confirm. The probability of batching particular MOL jobs cannot

be determined at this time.
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OCA/USPS-T1-82. Please refer to wilness Plunkett's response to MASA/USPS-
T5-3, Tr. 2/567. Witness Plunkett states, “Since Mailing Online is designed for
small mailers, charging postage based on each customer's portion of the
batched Mailing Online mailing would tend to detract from the service by raising
the postage for many customars. Charging postage to reflect each customer's
portion of the batched Mailing Online mailing also would require separate
dstermination of the presort for each portion of the mailing.”

a. Please confirm that software can be written that would calculate postage
for each individual MOL mailing based on the depth of sort achievable for
that mailing standing alone. lf you do not confirm, please explain.

b. Please confirm that software can be written that would track, for each
subctass/job-type/page-count category of MOL, the cumulative volume
proportions of that category that qualified for each leve! of presort
discount. If you do not confirm, please explain.

c. Please confirm that software ¢an be written that would calculate,
separately for each subciass/job-typefpage-count category of MOL, a
weighted average postage charge per piece based on the cumulative
volume proportions of the subclass/job-type/page-count category that
qualified for each level of presort discount. If you do not confirm, please
explain,

d.  Please explain why offering the same discount to every piece of MOL
{within a given subclass) is superior to offering a weighted average
discount based on actual presorting experience with each subclass/job-
type/page-count category. Please address data-collection and -storage
complexities, pro-competitive consequences, and desirability and faimess
from the point of view of MOL customers.

e. Please explain in greater defail why the Postal Service considers it
desirabie to deny deeper discounts to a maiting that would qualify for
such discounts on its own if submitted in hard copy. In pariicular, why is
such a practice not an abuse of monopoly power?

f. Please explain in greater detail why the Postal Service considers it
desirable to deny deeper discounts {0 a mailing that is of such a common
type that it would aimost certainly be batched with other mailings and
presorted to a level that would qualify the batched mailing for such
discounts if submitted in hard copy by a presort bureau or letter shop. In
particular, why is such a practice not an abuse of monopoly power?

g. Please explain in greater detail why the Postal Service considers it

" desirable to grant discounts to a mailing that is of such an uncommon
type that it will almost certainly never be batched with other mailings and
presoried to a level that would qualify the mailing for such discounts if
submitted in hard copy. In particular, why is such a practice not an abuse
of monopoly power?

RESPONSE:

MC98-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

a.

b-c.

Confirmed. Such commercial sortation software is used in the MOL
system today, and in many private businesses as well.

Confirmed, at least in that | can see no reason why that would be
impossible.

| have nol studied closely the alternative approach posed by this
question. However, MOL is about simplifying a user's interaction and the
alternative épproach would be nearly impossible to axplain {o small
mailers. Also, a weighted average would need {o be based on
experience, which is now absent. See also my response to Nolice of
inquiry No. 1, issue 2.

See the response to Notice of Inquiry No. 1, Issue 1. One of the basic
premises of Mailing Online is that simplification of the mailing process
significantly benefits small business and other small mailers; hence a
cusiomer may choose between Mailing Online’s convenience and
simplicity, or some other entry method. Mailing Online’s flat rate pricing
provides new incentives to use the mail without removing traditional
presortation incentives. | am unable to respond to the legal arguments
inherent in the questions regarding monopoly power.

A range of document options has been included in MOL both to heip
determine customer requirements and to provide data for future pricing
decisions. Some options will necessarily prove more popular than others,

resulting in greater volume and more batching. See also the response {0

MCa8-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

Notice of Inquiry No. 1, Issue 1. This question otherwise consists of

unsubstantiated assertions not warranting a response.
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OCA/USPS-T1-63. Piease refer to your exhibit 1A, USPS-T-1, page 16. One of
the tasks in the MOL Process Diagram is “Receive Job Quotes for Postage and
Production.”

a. Please confirm that MOL postage calculations are performed by a Postal
Service computer, not by an MOL customer or postai employee. |If you do
not confirm, please explain.

b. Does an MOL customer receive more than one job quote at a time? If so,
please explain why.

c. Does an MOL customer receive separate job quotes for postage and for
proeduction? If so, please explain why

RESPONSE:
a Confirmed.
b. No. MOL customers receive only one job quote at a time, but by changing

the options selected, they may receive a quote for additional option sets.
c. Yes An MOL customer receives a job quote consisting of postage and
production components, plus a total for payment processing. The

separation of charges more fully informs the customer.
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OCA/USPS-T1-65. At the PostOffice Online web site, the Postal Service

appears to leave to the mailer's discretion whether to choose Standard A or First

Class as the mode of mailing.

a. Is it the Postal Service's position that any document mailed as MOL can
properly be mailed as Standard A? Please explain.

b. Are there any types of documents that ought only to be mailed as First
Class? Please explain.

c. If there are documents that can properly be mailed oniy as First Class,
how does the Postal Service plan {o police the improper selection of
Standard A? Please explain.

RESPONSE:

a. No. An online explanation will be provided to MOL users ée!ecting
Standard (A) of the requirement fo understand and adhere to Domestic
Mail Manual (DMM) restrictions on Standard (A) mail. Users will be

required to adhere 1o existing reguiations.

b. Yes. Restrictions and requirements for First-Class Mail are stated in the
DM,
o At the present time, Postal Service plans also call for enforcement of

content based restrictions within MOL by utilizing existing methodologies

for sampling and menitoring bulk mail at the time of acceptance.
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OCA/USPS-T1-66. During the course of the experiment does the Postal
Service anticipate adding 2-, 3-, or full-color options so that a mail piece can
have greater visual impact?

a. i not, please give all reasons for not making these options available.

b. Isn't it correct that the current, top-of-the-line, short-run, color printing
devices print full color using a one-pass process and do not apply each
color separately with additional passes for each new color applied? I this
is correct, then why not offer the fullcolor option? If this is not correct,
then provide your understanding of how current, top-of-the-line, shori-run,
color printing devices print full color.

c. Does the spot color oplion available for MOL include covering an entire
page with varying shades of one color or does the spot color option limit
the application of color to only a small percentage of the side of a page,
e.g.. 15 percent, 25 percent, elc.7 Please explain in full.

d Please answer all of the questions and subquestions posed in this
interrogatory for the market test (as opposed to the experiment).

RESPONSE:

a. Plans have not been finalized for the full range of services to be offered
during the course of the experiment. However, 1can confirm that
additional color options may be included during the experiment depending
on our success with the current limited offering and latent customer
demand. When the decision to proceed with the operaiions test was
made, all previous market research and technical development had
focused on spot color as the primary alternative to black and white. Cost
and revenue estimates necassary to support the business case, as well
as this classification filing, only provided solid quantitative information
about black and white and spot color options. For expediency and rapid
development, a decision was made to proceed with the same limited
focus until such time as more information could be gathered to guide

development of additional technical requirements.
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b.

I can confirm my understanding that today’s digital color printing devices
print in a one step process similar to that used for black and white and
spot color. | can also confirm that the lure of the opportunity presented by
digital color printing has been strong for the MOL development team.
Howevar, the challenges presented by including multi-color printing as an
initial option would have complicated both the technical development and
the customer research efforts considerably and thus would have
contradicted our primary imperative of fast development.

Currently, the spot color option has no technical user limitations regarding
amount or percentage of color coverage on a page. Users are free to
define the meaning of spot color and use it accardingly in the creation of
their documents. However, consultations with vendors through the print
services contracting process have disclosed that most spot color printing
devices are only capable of *spraying” spot color at a certain saturation
level. Exceeding this limit causes the document to “spill over” to
subsequent pages. As a result we are exploring technical methods to
enforce specific limits on the use of spot or highlight color.

No coior options other than spot color will be offered during the market
test for the same reasons mentioned above.

Full color digital printing is not @ mature technology, nor has its “pleasing’
- as opposed to exact - color matching gained widespread understanding
and acceptance in the marketplace. Either of these reasons alone would

have provided sufficient rationale to avoid full color in the market test
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design, together they provided an absolute disincentive.
The explanation of spot color is unchanged in the market test as

distinguished from the experiment.
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OCAMUSPS-T1-67. Does the Postal Service anticipate offering glossy-finish
paper, for greater visual impact, during the course of the market test or the
experiment? Please explain in full.

RESPONSE:

There are currently no plans to offer glossy-finish paper during either the market
test or the experiment. This plan is based on both a business decision to
maintain relative simplicity in the MOL service until real market demand and
customer requirements are more readily available to drive modifications and
enhancements, as well as a need to maintain absoiute conformity in printer
requirements at all contracted print vendors. We can consider all such

modifications in light of customer demand as well as technical feasibility in an

outsourced distributed prinling envircnment.
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OCA/USPS-T1-68. Does the Postal Service anticipate offering heavier-weight
or card-stock options to mailers during the course of the market test or the
experiment? Please explain in full. I these options are not being considered,
explain why not.

RESPONSE:
There are currently no plans to offer (full sheet) heavier-weight or card-stock
options during either the market test or the experiment. See also my response

to OCA/USPS-T1-67 above, and Bg below.
&
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OCAJ/USPS-T1-69. Does the Postal Service anticipate offering 1/3- or half-
sheets to reduce (potentially) a mailer’s printing fees during the course of the
markef test or the experiment? Please explain in full. If these options are not
being considered, explain why not.
RESPONSE;
See my response to Presiding Officer's Information Request.’\Q. 5. Any

nod
explanation of why the Postal Service has determined not fo offer options it fails
to discem a need for would necessarily be infinite. However, if the OCA is able

to demonstrate the need for specific options, | am confident it can do so.

MCe8-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE

OCA/USPS-T1-70. Please refer to page one of the October 16, 1998,

Governors' Decision in this docket. The following statement appears there:

“The Postal Service then batches (combines) a/f submitted jobs and transmits

them electronically to digital printing contractors . . . ." (Emphasis added.)

a. Please confirm that the MOL sysiem software does nol now, never has,
and never will combine all jobs. If you do not confirm, please explain.

b. Please confirm that the MOL system software does not now and never
has combined any non-mail merge jobs. If you do not confirm, please
explain.

c. What is the mumber and proportion of fotal MOL jobs submitted to date
that were mail-merge jobs? What is the number and proportion of total
MOL jobs submitted to date that have been batched? What is the number
and proportion of totai MOL pieces submitted to date that have been

batched?
RESPONSE..
a. Not confirmed. A fundamental design objective of the MOL system is to

combine all jobs to the greatest extent possible, and this is the basis for
the quoted language. Although differences in processing categories and
handling characteristics are likely to preQenl complete combination of ail
jobs for the foreseeable future, the goal of maximizing efficiencies of
batching will continue to drive MOL development efforts and a full
combination will remain possible, at least in concept.

b. Confirmed. Although non mail-merge jobs are not currently combined,
future system development is focused on making such combination
possible in the future,

c. . These numbers and proportions are not currently available. With respect
to the operations test, | hope to provide these data in the next few days.
With respect to the market test, these data will be reported when data

begin flowing to the Commission.
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OCA/USPS-T3-76. Please refer to your response to OCA/USPS-T3-63.

a. Please confirm that it is the staff of the PostOffice Online Help Desk that
makes an inquiry or problem report to the Technical Help Desk. 1f you do

- not confirm, please explain.

b. Please confirm that it is the staff of the PostOffice Online Help Desk that
makes an inquiry or problem report to the Technical Help Desk as a result
of customer calls to the PostOffice Online Help Desk. If you do not
confirm, please explain.

c. Pilease confimn that the staff members of the PostOffice Online Help Desk
acts as an intermediary between the Mailing Online Customer and the
Technical Help Desk. If you do not confirm, please explain.

d. Piease confirm that the staff of the PostOffice Online Help Desk are
“generalists” in that they are not experts in the technical aspects of the
operation of Mailing Online. If you do not confirm, please explain and
describe the leve! of expertise of the staff of the PostOffice Online Help
Desk with respect to Mailing Online.

e. Please confirm that under no circumstances are Mailing Onfine customers
able to speak to Technical Help Desk personnel. If you do not confirm,
please explain under what circumstances or conditions Mailing Online
customers with technical questions can speak to Technical Help Desk
personnel.

f. Please confirm that the role of the staff of the PostOffice Online Help Desk
as intermediaries increases the chances for misunderstanding, thereby
increasing the amount of time to respond to customer calls requiring the
assistance of the Technical Help Desk. If you do not confirm, please

explain.
RESPONSE:
a._ Confirmed.

b. Confirmed.

C. | Confirmed.

d. Confirmed that the Help Desk staff are not required to be experts in the
technical aspects of the operation of Mailing Online.. They are required to
be experts in customer relations and technically oriented problem

resolution handling. The Help Desk staff is very conversant in both the
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technical aspects of PostOffice Online end user issues and the diagnoses
of symptomatic operational problems. They understand and are able to
clearlty communicate the functions of the Mailing Online and Shipping
Online applications and describe the user actions necessary to
accomplish successful use of them in ciear, non-technical ianguage. Yet
they also possess knowledge of the technical operations of PostOffice
Online sufficient to elicit non-technical observations and complaintsby
customers and convey them effectively to more technically oriented staff
in an operations help function.

e. Confirmed that under most circumstances customers will not speak with
Technical Help Desk personnel. If a customer were ever to speak with
the Technica! Help Desk, it would likely be through the POL Help Desk.
However, to my knowledge no criteria for such an exchange have been
established.

f. Not confirmed. It is my opinion that having the staff of the PostOffice
Online Help Desk as intermediaries could effect an improvement in

_ customer understanding and result in increased customer satisfaction.
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OCA/USPS-T3-78. Please refer to your response to OCA/USPS-T3-68(a).

a. Please provide a date at which time Mailing Online software will accept
customer files in PDF format,

b. . Please explain the reasons the current Mailing Online software does not
accept files in PDF format.

RESPONSE:

a. The inclusion of PDF as an acceptable input file format is planned for the
next major release of Mailing Online software. A precise date for the
implementation of that release is unknown at this time, but it is likelyto be

mid-1999.

b. See my response o OCA/USPS-T3-82.
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OCA/USPS-T3-81. Please refer to your response to OCA/USPS-T3-72(c).

a. Please identify the applications currently supported by the Mailing Online
software.

b.. Please identify the applications in part (a) of this interrogatory that pemmit
the creation of files in a PDF format.

c. Please identify the applications in part (a) of this interrogatory that permit
Mailing Online customers to create files in a Postscript format.

d. Please confirm that Mailing Online customers can submit files in
Postscript format. If you do not confirm, please explain.

RESPONSE:

a. See MC98-1, USPS T-1, page 3, footnote 3 for applications currentty
supported.

b. Off the shelf, only PageMaker™ currently provides for the creation of a
PDF file. However, used in conjunction with Adobe Acrobat software, all
of the other applications are capable of producing PDF output.

C. All of the applications currently supported permit creation of Postscript
output.

d. Not confirmed. Currently, document and list files are accepted from

customers in native word processing or page layout application format

only. The system as originally specified - and as currently configured -

. was simply not required to accept print file format as an input. Also, as |

understand it, there would be formidable technical constraints to accepting

Postscript as in input format.
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OCA/USPS-T3-82. Please refer to your response to OCA/USPS-T3-72(c). In
that response, you state, “The San Mateo processing center forwards all print
jobs to the print site in PDF format.” If San Mateo is able to process print jobs in
PDF format for transmittal to the print sites, piease explain why the San Mateo
processing center is unable to accept Maifing Online customer files in PDF
format. '

RESPONSE:
The system as originally specified - and as currently configured - was simply not
required to accept PDF format as an input. This will be a future enhancement.

See my testimony, MC88-1, USPS T-1, page 3. footnote 3.
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OCA/USPS-T3-83. Please refer to your response to OCA/USPS-T3-72(b). In
that response, you did not confirm that “the San Mateo processing center
processes files received from customers in PDF format.” Please identify the
format used by the San Mateo processing center to process files.
RESPONSE:

Currently, document and list files are received from customers in native word

processing or page layout application format only. The system processes those

files and creates PDF files as output.
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OCA/USPS-T5-33. Please provide a flow chart detailing how the Mailing Online
system software calculates postage for submitted jobs. Please provide the
computer code used by the system software to calculate postage for submitted
jobs.

RESPONSE:

As provided by the system developer, the processes utilized by the Mailing

Online system software in calculating postage are reproduced in Library

Reference LR-USPS-15/MC98-1.
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OCA/JUSPS-T5-34. On Thursday, October 22, 1998, at noon, the OCA
attempted to access the PostOffice Online web site. The web site stated:

*Coming Soon.” On what date does the Postal Service anticipate that the

PostOffice Online web site will be available for access by the general public?

RESPONSE:
The PostOffice Online web site was made available for public access at

approximately 3:15 PM Pacific Standard Time on October 30, 1998.
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OCA/USPS-T5-40. Please refer to your testimony at page 2.

c. Please confirm that the single fee quoted to a customer for each Mailing
Online job, consisting of pre-mailing service costs, a 25 percent mark-up
and postage, is caiculated by computer at the San Mateo processing
center. If you do not confirm, please explain.

RESPONSE:

c. Confirmed that the fees quoted are calculated by computer at the San
Mateo data center; not confirmed that a single fee is quoted. Customers receive
a two-part quote, pre-maiting fees and postage costs, which are then totaled for

payment processing.
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OCA/USPS-T5-41. Please refer to your testimony at page 11, lines 2-5, and the

following quote from PRC Op. MC98-1, at 13-14.
All Mailing Online mail that undergoes batching is expected to have
lower mailstream cost characteristics than it has at the time that it is
submitted by the customer. [footnote omitted] The Postal Service
recognizes that a system that reduces the mailstream cost of mail
after it is submitted by the mailer but before the Postal Service
enters it into the mailstream gives rise to a number of practical
pricing problems. If the Mailing Online customer were charged the
mailstream rate that its mailing could qualify for under the regular
schedule at the time that it submits its mailing, the mailer would go
uncompensated for the reduction in mailstream costs that its
purchase of Mailing Online service enhancements made possible.
Altematively, if Mailing Online customers were not quoted a
mailstream price until after they placed their orders and the
mailstream costs of the batches formed with their orders were
calculated, customers disappointed by the quoted prices couid
reject them and cancel their orders. This would undo batches that
were tentatively formed, and disrupt the calculation of mailstream
rates for other mailings that contributed to the tentative batches.
Tr. 2/567, Postal Service Brief at 13.

c. Please confirm that the Postal Service agrees with the third sentence in
the passage quoted above. If you do not confirm, please explain.

d. Please confirm that the Postal Service agrees with the fourth and fifth
sentences in the passage quoted above. If you do not confirm, please

explain.
RESPONSE:
c. i can confirm that reductions in mailstream costs ansing from address

- verification and standardization and from delivery point barcoding, would
not be reflected in single-piece rates that might be charged to customers.
d. Confirmed. These sentences reflect issues that guided the Postal

Service's decisions regarding the structure of Mailing Online service.
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OCA/USPS-T542. Please refer to your response to MASA/USPS-T5-3.

a. Please confirm that the Postal Service calculates separate charges for
pre-mailing services for the portion of the Mailing Online mailing sent to
each print site. if you do not confirm, please explain.

b. Please confirm that charging postage to a Mailing Online customer at the
lowest rate for which the mailing would qualify if the customer had
presented it to the Posta! Service directly in hard copy is feasible. If you
do not confirm, please explain.

c. Please explain why the Postal Service cannot offer a firn discounted
postage charge for a specific mailing based on historical experience with
batching and presorting of that particular job-type/page-count category.

RESPONSE:

a. Confirmed.

b. i can confirn the possibility of such a software reconfiguration, but not its
feasibility.

c. See my response to OCA/USPS-T1-62(d).
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OCA/USPS-T5-43. Please refer to your response to MASA/USPS-T5-3. Your

response states that
Charging postage to reflect each customer's portion of the batched
Mailing Online mailing also would require separate determination of
the presort for each portion of the maiting.

a. Please identify all technical issues (e.g., computer programming, software
deveiopment, etc.), if any, that would preclude the Postal Service from
charging postage based upon a separate determination of the presort for
each portion of the mailing.

b. Please compare and contrast the technical issues identified in part (a) of
this interrogatory to the technical issues associated with determining the
charges for pre-mailing services to reflect each customer’s portion of that
batched Mailing Online mailing.

c. Please explain why the technical issues identified in part (a) of this
interrogatory are more or fess difficult or insolvable than the technical
issues associated with determining the charges for pre-mailing services to
reflect each print site utilized by each customer’s Mailing Online mailing.

RESPONSE:
5767

a. See Attachment 1 to the response to OCA/USPS-T1-58 for a
stz;tement from the developer regarding technical issues precluding the
use of such a system. Note that system performance, cost and
complexity are significantly affected.
b-c. Since table-driven pre-mailing fee calculations are being performed
real-time when each customer’s job is submitted, the technical chalienge

. consists of updating tables accurately and quickly. See my response
OCA/USPS-T1-59. The difficulty of the scenario in part (a) is that the
customer must pay online (presumably full rate) but lpresort

determinations cannot be performed until batching is complete and

presorting takes place for all print site batches. Each customer's
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qualifying mailpieces must then be individually evaluated for
rebating/crediting purposes, and those credits must be gathered and a
transaction performed to adjust every affected customer’s account.
Customer accounting, data gathering and data storage all present
formidable challenges. While the OCA is certainly free to propose such a
business model, that is not the one the Postal Service has determined is

necessary to meet its strategic needs. See my response to Notice of

Inquiry No. 1, Issue 2.
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OCA/USPS-T546. Please provide a flow chart detailing how the Mailing Online
systemn software calculates the charge for pre-mailing services for submitted
jobs. Please provide the computer code used by the system software to
calculate the charge for pre-mailing services for submitted jobs.

RESPONSE:

See my response to OCA/USPS T5-33.
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PB/USPS-T1-1.  You testified at USPS-T1, 10, line 10, that payment for-

Mailing Online services by credit card will be permitted.

a. What process or processes will be employed to verify credit card
information?

b. Wili there be any limit imposed by the Postal Service, as opposed to the
credit card issuing institution, on the amount that can be chargedto a
card for any given transaction or within any pre-established period of
time?

c. What will be the cost be to the Postal Service per doilar of MOL payments
received by credit card?

d ldentify ali studies conducted by or for the Postal Service regarding the
use of credit cards to pay fees for the use of Mailing Oniine and provide
{or make available as library references) those studies.

RESPONSE:

a PostOffice Online (POL) requires the customer to enter credit card
information each time service is purchased. The customer is required to submit
both the credit card number and billing address of record as it is documented
with the card issuer.

b. No.

C. This information is commercially sensitive and its release, other than
pursuant to a court order regarding obligations under the Freedom of information
Act, or to a Congressional committee exercising its oversight or investigatory
jurisdictions, would violate contractual provisions. However, | understand the
Postéf Service stands in the same shoes as any other vendor who accepts credit
card payments and thus pays a very small percentage of each charge to the

credit card companies.

d. No such studies exist.
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PB/USPS-T1-2.  You testified, at USPS-T1, 11, lines 10-12 that one of the
goals of Mailing Online is "to reduce the aggregate cost of producing and
entering a small mailing and provide a lower cost and more efficient way to use
the mail.” ‘

a. Is it your understanding that the printers with which the Postal Service will

contract to produce MOL mailpieces will be required to use the permit imprint

method for evidencing the payment of postage?

b. if so, was consideration given to the fact that postage meters are

generally considered to be more cost efficient ways of providing evidence of

payment of postage than the permit imprint methodology?

c. Do you know of any reason that the use of postage meters to show the

postage of payment on MOL mailpieces is inconsistent with the general

operation of the MOL program?

RESPONSE:

a The use of a permit imprint is currently the only method planned for
evidencing postage payment on Mailing Online mailpieces. The current
printer’s contract specifies a requirement to supply envelopes printed with
a USPS specified MOL permit imprint indicia and to insert all MOL
mailpieces into those envelopes. This specification will be placed in future
contracts as well.

b. Consideration was given to all available methods of postage payment. |
am not personally aware of any factual evidence or even a genéral

. opinion regarding the superiority of postage meters for evidencing
postage payment. Each method has inherent advantages and
disadvantages in specific situations and in this situation, permit imprint
methodology is the best and most appropriate.

c. In Mailing Online, postage collection and payment is designed to operate

as a “just-in-time” system. Postage payment funds collected from MOL
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customers at the co;ﬁpletim of their transaction sessions are transferred
daily to a standard Computerized Accounts Processing System (CAPS)
account. Mailing Online permit imprint accounts (currently only one active
account exists, in Waltham, Massachusetts) will be linked to that single
MOL CAPS account at the time they are established. This procedure is
standard practice for mailers with permit imprint accounts in several
different locations, and has the unique attribute of facilitating the funding
of multiple accounts through a single deposit. Deposited postage funds
are immediately available for payment of MOL mailings through
established links of CAPS to the USPS Permit system at major Business
Mail Entry Units. Since the uiltimate design of MOL calls for the electronic
distribution of all documents to multiple distributed sites, postage for a
given mailing must be available no later than the next day and at any
jocation to which mailpieces from that mailing might be distributed. These
requirements make usage of postage meters difficult if not impossible for
MOL; even if such usage were possibie, it would add considerable cost
and complexity.

" In addition, the overall Mailing Online system design is predicated on
automating as much of the mailing process as possible at a system level.
Ultimately, a manifesting system will be integrated into MOL which wili
allow the co-mingling of variable weights in the same batch. Postage will

be determined and recorded by the system and then documented in a
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manifest. Unique piece identifiers will be applied {0 each envelope during
the printing process and will be available to verify manifest reports and
postage statements. In this environment, a postage meter’s capabilities

are eclipsed and rendered obsolete.
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PB/USPS-T1-3. In response to OCAUSPS-T5-144, you testified (at least
implicitly) that the Form 3600 was the only document to be supplied to the Postal
Service on entry of First Class MOL mail at a postal facility.

a. Is there any plan for additional or different documentation for First Class

Mail entered during the experiment i it is approved?

b. What is your understanding as to documentation that will be supplied to

the entry Postal facility on the entry of Standard (A) mail?

C. Please provide examples of any documents (other than the Form 3600)

referred to in your answers above.

RESPONSE:

a. The Form 3600 will continue o be the primary documentation. As
included in Exhibit 1 to OCA/USPS-T5-14, a Coding Accuracy Support
System (CASS) Report will also be included with Form 3600 during the
experiment. For the experiment, it is also possible that a USPS
Qualification Report will be produced and supplied to the Bulk Mail Entry
Unit. Upon the development and approval of a manifesting capability for
MOL, additional documentation will be supplied. It is expected that this
documentation will be consistent with existing requirements for
manifesting documentation.

b. Standard (A) Mail will be submitted with a Form 3602, a CASS Repor and

_a USPS Qualification Report or manifesting documentation.

C. Attached are:

Exhibit 1 - sample Form 3602.

Exhibit 2 - sample CASS Report.

Exhibit 3 - sample USPS Qualification Report

Since the system design is not final, no specific examples are available of

an MOL manifesting report.
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Post Office of Maling Waling Data. EM%) uvs&m-nr‘uam.gmcm.;
0 Pt (DM COS0)
Paamlt No. Federal Agency Cost Cods Sttarnent Sequence No. |7} Ausormastion Fas
amm
Machinabla Parcels
Mﬂ::#‘. Telaphons Receit No. {OMI CO80) MMM(MII’MM}
nciuie 2P Code)  |Dimegdes Parcess oved w10 (Lovers., tats, parceis)
€ Number of Cortarans (Tl & o it apply] ED]mtowum
- sl A ) Yoiln. ME0 (Enhanced Carrier Route)
W T T ="
E - - T Teem [T me10 (Automation ieters)
2 ?—_W_A Swtn____ P b ] Me20 (Ausomation fam)
E Waight of ¥ Sacking. Based On
F Single Plece _— o pounas | 2spieces  [J15pouncs [Jeom
=[CumomerNe. Toml Fo Tom W
S [©un & Bracesrnay Pieces g
CTAS Cust Rel. ID
Name snd Address of individua! or Organization kx Which | Name and Address of Mailing Agent (If other than permt
Maling ks Prapared (I other tha! permit holder) i)
CusomerNo. __ =~ Customer No.
1 (Dun & Bradstrest) {Dun & Bradstrest)
& For Regular sutomation rate letter-size (OMM CE10) or figt-alre pieces (see DMM C820)
weighing 2068 16. (33087 az.) o less, go 10 Part A on ravarse of this fom, PatA | $
E = For Regular nonautomation rate pieces (DMM CO50) weighing 2068 [b. (13087 oz) or less, go
S| o PartBon reverse of this fom. P‘;“BW PanB | §
S [ For Enhanced Carrier Route rate piaces (DMM CO50) weighing 2066 1b. (1.3062 az.) or less, go ,ﬁv’::'s"e
2| 1o Pan € onreverse of this form. side) Part C Ry
4|8 For Enhanced Carrier Route rate pieces weighing more than 2066 Ib. (3.3062 az.}, ot Regular
[ | rate pieces weighing more than 2068 Ib. {3.3067 az.] but all less than 1.0 b, {16.0 az.), go to
8| PartDonreverse of this fom. PanD | 8§
-E [] asdnonal Posiage Payment (Sate reasons) . No Fieces  |Ratefee Per P g
& [0 singgePisce Rate [ ] Nonstandard Surcharge [ Speciat Service (Spaciy) xS . N
s apphcable bulk per piace rale affixad 10 sach prece? (Form 3602-PR raquired)
O ves ClNo Total Postage ——— I 5

[ For Enclosed Reply Pisces (Automation rales only) (EHactive 1/1/97): I cortify that af business reply, courtesy reply, or metered reply letier-size cards or
enveiopes, enciosed in the preces described above, bear the comect facing identification mark (FIM) and barcode under DMM C810.

] For 1P Codea (Nonautomation rates onlyl: I certily that the ZIP Codes appearing on the pieces described above have been verilied and comected
where necessary within 12 monihs of the date of this maiing using 8 USPS-approved mathod,

The signature ¢f a mailer cerlifies that it will be liable for and agrees to pay, subject to appeals prescribed by postal laws ang regulations, any revenue

dehciencies assessed on this mailing. (i this form is signed by an agent, the agent certifies that it is authorized 1o sign this statement, thal the certification

bincts the agen! and the mailer, and that both the maler and the agent wil be kabie for and agree lo pay any deficencies.)

The submission of a false, fictitious, or fraudulent statement may sl in imprisonmerdt of up 10 5 years and a fine of up ta $10,000 (18 USC 1001). in

aciciticn, & ol penalty of up 1o $5,000 and an additional assessmant of twice the amount falsely claimed may be imposed (31 USC 3802).

I hareby certify that all information furnizshed on this form is accurste and truthful, thet this maliing meets aif applicabie CASS/MASS

standards for sddress and barcode accuracy, and that the meterial presented qualifies for the rates of postage claimed.

Certificstion

Sigraturs of Parmit Holder or Agant (Both principal and apant are lisbis for any postage deliciency incurmed. ) Tetephone
Single-Piece Weight Ars Rgaarns of loft acfusted from maller's sriries? Ovee [On
—e—— — — Pounds oo

Towl Places Total Waight
£
O {Totsl Postage
[ ]
-
3 Enao- v - v Duie Mallar Notifiac | Contact By (Inftials) Round Stamp (Required)
HS Mot Schedubed Parformed as Scheduled
g lcl-:nrnmmmmmmwmmmummm;mmmlm

mmm;mmmdmmqmmmwmm
Signature of Welghar Time AM
M

PS Form 3602-R, October 1996 Exhibit 1 to Response to Financial Document — Forward to Finance Office
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Form 3602-R — Standard Mail (A) (Other Than Nonprofit) — Permit Imprint

Postage Computation
Entry Prasort / Entry Prasort /
Tecout  Automation Net Cont Discount 5 Net  Count
vyl _ Discounts Rels (Pes. /Lbx) Charge | (W ary) Discourts Rate _ (Pcs. /Lbs.) Charge
o Peguisr Automation Rates — Latters (DM C810) and Fists Raguisr Nonautomation Retes — Places Weighing 2088 Lb. (3.3087
(DMM CE20) Weighing 2068 Lb. (3.3087 Oz ) or Less Oz)orLess
None /5 Leter 2096 x pes.=§
Nona 5-Digit Letter 156 x pcs. = §. /5 Nonletter 225 x pcs.=§
w Loter AT5x px=§ Basic Leter 256 x pcs.=$
aﬁFth“ :x pu-: Basic Nonletisr 306 x pcs.=$
: 108 x pcs. = DBMC VS Letter 196 x pcs.=$
Basic Fat 277 x pcs.=$ /5 Nonketisr 2%2x pes. = §
Basic Letter 243 x pcs.=§
Basic Nonletter 23 x s =$
DSCF V5 Later i A9 x pcs. =%
DBMC S-Dight Latier 142 x pcs. = /S Nonletier 207 x pcs.=§,
3-Digit Latter JR2x pes.=§ Basic Leter 238 x pcs.=$
Basic Lstter A0 x pes=§ Basic Nonletier 288 x pcs. =8
5 Fiat 176 x pes.= 8§
Basic Fiat 264 x pcae$
Tohl—P.}l(Gu’ryl_o_ﬁ'ﬂthnJ __ s
DSCF & Digh Later 137 pos. = 8 [ hosk Dl Ragula Rt Pleces Welghig More Thar, 2068
Sasic Lettar 165 x gﬁ;,, 0O Enhanced Carrier Routs Rate Pieces Weighing More
2% Flat 471 x pes. = $ Than 2066 Lb. (3.3062 Oz.) but Less Than 1.0 Lb. (16.0
Basic Flat 259 x pes.= § oz)
None Saturation ECR 000 x pes. = §
plus 663 x tbs =%
High Density ECR 010 x pes.=§
663 x bs. = §
Basic ECR .01Bx pes.=§
phus 663 x Ibs. =§
3/5 Automation® 048 x pes. =%
plus B77 x bs. =%
3/5 Nonautomation .085 x pes. =8
pius 77 x bs. = §
tal — Part A (Carry to front of form) L S Bas;ic Automation® :_‘3?; x %cs = g
5 =
Enhanced Carrier Route Rates — Pieces Weighing pus . ek © :
' 2066 Lb. (3.3062 Oz ) or Less BapsISSNonamomatnon Ggg : - f’bc: - 2
None Saturation Letter 133 x pes. =8 . _
aamlyrahm No[r_\letter 37 x Ppes. = : OBMC sa;:'l'::mn ECR ggg : EE— ﬁg‘ _ 2
igh Density Letter 142 x pes. = ; . ’ — T
Basic Automation Letter 146 x ps.=$ ng'r:'sDens:ty ECR g;g »—— - g
Hloh Densfty Nonletier A47 x pcs. = $ Basic ECR 01B X =$
Basic Letter 150 x pcs. = $ plus 599 x Ibs. =5
Basic Nonietter 155 x pcs.=$ 375 Automation’® 049 x pes. =%
_ pius 613 x bs. = $
DBMC  Saturation Letter 120x__ _ pes.=S% /5 Nonautomation 085 x pcs. =%
Saturation Nonistter 24 x pcs.=§ plus 613 x Ibs. =%
High Density Letter 129 ___pes.=$ Basic Automation® 137 x pes.=§
Basic Automation Letter’ 133 x pes.=$ plus H£13x Ibs =§
High Density Nonlefler 134 x pes.=§ Basic Nonautomation 166 x pcs. = §
Basic Letier A37x pcs.=§ pius £13x lbs. = §
Basic Nonlettar 142 x pcs. = $
DSCF Sa;.u':ﬁm ECR % x ﬁ = g
DSCF  Saturation Letter A15x pes.=§ | ) STBx____ s =
Hims on Norietiar :;2‘ g:=: Hng‘\smw ECR g;g: ﬁ:i
Donsity Latter 24 x .= : : :
Basic Automation Letter 128 x pes.=$ B‘:‘&ECR e x pes. =
High Density Nonietter :g:———"’m:: a5 Automation® 049 x pa’..s
Basic Letter ‘a7 s plus 582 x Ibs =S
Basic Nonletter A37x pes. a5 Nonautomation .0BS x pes.=$
) plus 582 x Ibs. =%
DDU  Saturation Letter 110 x pes.= § i ion® =
R CA
b . x pcs. = ic N ati =
Basic Automation Letter 123 x pes. = § Bapls:::s ona ;g : E.f: ,§
High Density Nonletter 124 x pcs. =%
Basic Letter A27 x pcs.=$ DDU  Saturation ECR 000 x pcs.=$
Basic Nonletter 132x pes.=§ plus 552 x bs. =§
High Density ECR 010x pcs.=§
plus 552 x Ibs. =§
Basic ECR 018 x pcs. = §
plus B52x____ ibs. =%
*Avalable onty for automation-compatible flats (DMM C820)
Total — Part C (Carry to front of form) S____ | Totat — Part D (Carry to front of form) $
PS Form 3602-R, October 1996 (Reverse) . Exhibit 1 to Response to
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Bateh: B00000O6 .

{ ] Single List Coding Accuracy Support System (CASS) Report
[X] Multiple Lists
s CASS CERTIFICATE INFORMATION
(o]
F| a. CASS CERTIFIED COMPANY NAME
T United States Postal Service
w C Software Name, Version, and Date of Certification
A A Address Matching System 01-Jan-1%98
R s Configuration
E ] " STD
L ] Bl. LIST PROCESSOR B2. Date Processed B3. Date of Zip+4 Data
1 U.S. Postal Service 10/31/98 e 9./0-5¢ ,:&
& | B4. ADDRESS LIST NAME B5. Number of Lists B6. Total Addresses
T CASS Stage II 1 1
o —
u CASS OUTPUT RATING TOTAL CODED PERCENT OF TOTAL ADDRESSES
T
P | Cl. RECORDS ZIP+4 CODED 1 100
U | €2. RECORDS 5-DIGIT CODED 1 i00
T C3. RECORDS CR RT CODED 1 100
Dl. §IGNA OF MAILER - D2. NAME & ADDRESE OF MAILER
M : /_";:t:/ Vestcom Massachussetts, Inc.
AT rtiff/that the mailing 1 Gill Street
I submitted with this form has been Woburn, MA 01801
L | ZIP-4 coded (as indicated above)
E | using CASS certified software D3. DATE ESIGNED
E | meertinc all reguirements of
Domestic Mail Manual A0S50. ///,%?

: Exhibit 2 to Respense 10
PBIUSPS-T1-3
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF PITNEY BOWES INC.

PB/USPS-T14.  What requirements or restrictions will be imposed on
payment of MOL fees by:

a. Prepaid account; or
b. Other approved payment method (USPS-T1, 10 1. 10)?

S 3 To the extent of your answer to subpart a above describes a
method different from that set out at 39 C.F.R. § 510.28(b), please explain any
differences.

RESPONSE.

[Counsel for the Postal Service confirmed with counsel for Pitney Bowes that the
reference in part (b) is to page 10, line 10 of USPS-T-1, and that the Code of
Federal Regulations cite in subpart (i} is to section 501.28(b).]

PostCffice Online does not offer the use of prepaid accounts as a payment
option. Development of additional payment methods is ongoing; when that

process is complete any requirements or restrictions upon their usage will also

be known.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF PITNEY BOWES INC.

PB/USPS-T1-8.  Did the Postal Service consider contracting with a private
service provider for verification of payments “via credit card, prepaid account, or
other approved payment method™ or any of those functions?

RESPONSE:
Yes, the Postal Service contracts with Bank of America (formerly NationsBank)

for card processing.

MCS8-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO INTERROGATORIES OF PITNEY BOWES INC.

PB/USPS-T1-6. Is the Postal Service's AMS database to which you make
reference in your response to MASA/USPS-T5-8 (c) (redirected to you) available
online to would-be competitors with the MOL offering?
a. If so, how is access obtained and what are the terms and conditions of

: access?
b. i not, why not?
RESPONSE:
a. Yes, the national Posta! Service ZIP+4 AlS product, which is the source of
data used by the MOL address matching systems, is available from the USPS
Address Information Customer Support office for a subscription fee of $900 per
year. The MOL system developers also used a Postal Service developed
Application Program Interface (AP1) to create the matching system. The license
fee for the Postal Service ZIP+4 AP (which includes the DLL)} and associéted
address matching database, which is updated 6 times per year, is available to

individual customers for $1190 per year. Vendors (those who intend to remarket

and sell the APl) pay an additional $5000.00 per year.

MCs8-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 2

Issue 2: The Commission inquires whether the objectives of the minimum
volume waiver could be achieved through other means.

The issue of threshold volume requirements for Mailing Online gets
quickly to the heart of the fundamental goals of the Postal Service in offering the
PostOffice Online (POL) services. The POL is about creating and maintaining
simple access fo postal products and services for small business people who
have neither the time nor the inclination to focus on the complexities of mailing
preparation and discount rate structures, and about making sure that this access
channel is responsive to the requirements of electronically enabled commerce.
The POL is about designing and conceiving a uniquely postal offering that draws
upon and reinforces the strengths of the Postal Service's traditional role.

In its market test Opinion (at 27), the Commission suggests an alternative
to the threshold volume eligibility waiver in the form of an automated rebate
system. The system would have the Postal Service quote and charge currently
applicable mailstream rates to Mailing Online mailings that are initially under the
current threshold requirements for automation discounts, and then make an
appropriate rebate to the customer’s account after batches are ultimately formed
and discounts determined. The Postal Service views this approach as
unacceptable both because of the immense technical complexity implicit in such
a design and because it is contrary to the goal of simplicity (finalizing a
transaction during a single Web-site visit).

While the determination of appropriate discounts with batching via just

one print location and limited volumes may not be that difficult, as volume

MC98-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 2

increases during the experiment and the number of print locations expands, the
difficulties of tracking and matching each piece’s origin to its ultimate qualifying
rate would multiply the complexity many times over. Consolidating and
successfully reconciling such information at an individual account level would
also be very difficult. The development effort for such a complex system
modification would require much time and expense.

in addition to this formidable technical chalienge, the inherent complexity
of such a transactional model is incompatible with the PostOffice Online’s overall
strategy of simplicity and ease of use. The Maziling Online interface is designed
to be highly structured and automated so that the user’s experience is completed
quickly, efficiently and in a single session. The characteristics of the transaction
— electronic document and list submission with real-time verification, online
document proofing, menu-driven finishing options, and firm final cost quotes and
real-time payment processing are all part of a strategy to create a simple,
straightforward service that provides the same uncomplicated process and result
whether used only occasionally or on a daily basis.

Also, while such a system is similar in concept to the Value Added

Refund (VAR) and "“Combined” programs used by letter shops and presorters to
rebate automation discounts achieved by the use of automated sortation
equipment, and in fact might benefit larger mailers, those uses imply consistency

of use and volume characteristics not expected of MOL customers.

MC98-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 3

Issue 3: The Commission inquires whether the waiver of volume
minimums should extend beyond Mailing Online, either on the basis of functional
equivalency or some other basis, and what might constitute functional
equivalency.

The Postal Service has requested a waiver of volume minimums for
- Mailing Online during the experiment for the primary purpose of modeling what it
expects to sée in @ mature MOL service. This is necessary for analyzing
potential interest in a new service that develops and utilizes several electronically
enabled combinations of logistic and commerce functions.

Important to this discussion is an acknowledgment of the fact that the
Postal Service, while requesting these waivers for the basic automation rate
volume thresholds, has also foreswomn any deeper discounts regardiess of
volume or level of sortation achieved, thus committing to a single average rate
category (within class and shape) for all volume received and mailed. The use of
an average rate is also critical to completion of a transaction in a single Web-site
visit, as discussed in Witness Plunkett's response to Issue 1. Extension of
waivers to other hybrid mail services would require similar limitations upon both
larger and smaller discounts, as well as true functional equivalence.

Criteria necessary to establish functional equivalence with Mailing Online
include the following:

1. Automation compatible mailpieces, including 100%

standardized addresses and barcodes on all mailpieces;

MC9a8-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 3

2. Co-mingling and batching of like mailpieces;
3. Sortation to the finest level of sort possible within batches;
4, Geographic batching and distribution of mailpieces prior to

printing and mailing;

5. Secure and completely automated electrohic submission of

jobs, providing for real-time quotes and secure on-line payment; and

B. Web and browser-based access with no absolute need for client

software or a point-to-point dial-up connection with the vendor.

In evaluating the criteria for functional equivalence, it must be noted that
the practice of electronic file submission and job ticketing has become common
among digital printers and others in the print and mail services industries.
Software utilities and Web sites are electronically linking more and more printers
and mail service providers to their client companies every day. This to-be-
expected extension of existing commerce is commonly designed to emulate
existing business practices. Pitney Bowes DirectNET is an example of this
approach. DirectNET software provides users the opportunity to design simple
mailpieces and create a job ticket for electronic uploading. Users are provided
an esti‘mate of the cost of their work, but are informed that final pricing cannot be
determined until some time in the future. Included in the estimated cost of each
transaction is a set-up fee, a fee traditional to the printing services industry which
is designed to cover the cost of providing individualized service to a particular

‘customer. It signifies that the job paid for will be “set-up” and run just for that
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 3
customer. Users are contacted subsequent to submitting the job and informed of
the actual (often negotiated) costs of production. This is similar to the traditional
printer-client interaction.

Mailing Online offers an altemative process by providing a complete
single transaction approach. All parts of the job creation aﬁd specification
process are conducted online and the transaction is completed in one session.

A goal of the Postal Service is to encourage the development of
innovative approaches to mailing. Accordingly, the Postal Service would
consider creating special licensing or certification criteria for third-party services

that are full functional equivalents of Mailing Online.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

3. in response to OCA/USPS-T5-17, witness Garvey stated that non-merge
jobs are treated as separate batches. Tr. 2/182.
a. Will non-merge jobs continue to be treated as separate batches
during the market test? During the experiment?
.« =D, If so, please explain why the non-merge jobs are not batched and if
there are any plans to modify the system so that non-merge jobs can be
batched.

RESPONSE:
a. As stated in the response to OQCA/USPS-T 145 (a),
.. .at the present time all non-merge jobs are treated as
separate batches. The current MOL system is an enhanced
version of the original proof of concept software used for the
operational test. The initial phases of system development
have focused on simplicity and consistent operability.
Consequently only mail-merge jobs are currently combined into
co-mingled batches; all others are handied as separate
batches. Current {and future} system development is focused
on improved functionality including the capability to combine all
like documents into co-mingled batches.
The current conditions for batching are likely to prevail throughout the
market test. Depending on the success of technical developments which
will aliow the desired co-mingling, as weli as the timing of the experiment,
— these conditions may change upon or after the initiation of the next phase -
of testing.
b. * The current limitations on batching simplify the technical requirements of
the system. The capability of co-mingling batches more fully depends on

a variety of technical considerations, many of which are being examined

as the systems configuration develops. The systerh developers have
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

been instructed to expedite, to the extent possible, modifications which

allow greater co-mingling of batches.
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4.

REVISED 11/5/98

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY

TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

During oral cross examination, witness Garvey stated that there is a

“‘marketing plan that includes a variety of different devices and ways in which [the
Postal Service] will market the Postoffice Online.” Tr. 2/305.

a. Please provide this, and any other relevant, marketing plans.
b. Please provide copies of the marketing materials used by the plan

identified in response to a.

c. Will customer service representatives market or promote Mailing

Online services? If so, how?

RESPONSE:

a.

The pertinent marketing plan has been filed as Library Reference USPS-
LR-16/MC98-1.

Copies of marketing materials are provided as Attachment 1 to this
response (marked as “Attachment 1 to POIR2.Q4").

Current plans call for very limited involvement of customer service
representatives (as well as other field marketing personnel} in the
marketing and promotion of the PostOffice Online, inciuding Mailing
Online. The primary marketing emphasis will be through targeted
advertising in various media as well as on the internet itself. The

PostOffice Online marketing plan itself states at page 2, “The market test

will not be supported by a live sales force.” Customer service

representatives and others in field marketing will be made aware of the
PostOffice Online and they likely will have occasion to discuss it with
customers, but there are currently no plans for dedicated use of their time

and resources.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2
and resources.
Some limited use of tactica! marketing sales specialists is scheduled for
« —trade shows and conferences; these instances will be reported as part of

the data collection plan.
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T OMNT IR ONE CUICK AND 1T ALL STARTS TO CLICK.

S PO NS TN B L Fo PostOffice Online™ will let you simplify and reduce the time it takes to prepare
e e sy Ry gy your business's mail, from mailing your advertising, invoices and correspondence
pedonih yonr §ila $ RN to shipping your urgent documents and merchandise.
C Rhisednd A-whl

- RREAailiiai Shipman Our new Web site for smail businesses will be like having a post office and a

professional printing-and-mailing service inside your personal computer that is
open 24 hours, 7 days a week. The address will be www.postofficeonfine.com

PostOffice Online will affer Mailing Onling™ to simplify the way you prepare your
First-Class Mail and Standard A Mail. Instead of spending hours printing each

piece, stutfing envelopes, applying postage and doing the miailing, you'll be

.
« T

able to have someone else conveniently do it for you. PostOffice Online will

also offer Shipping Online™ to simplity the way you prepare Express Mail* and

ra

ot Lhs i b

Priority Mail™ shipments. You'll be able 1o prepare shipping labels, schedule

e L
T T RN s e convenience of your keyboard.
JEVRE, P T T s

L T T A A TLeTli N i e Sk A B el £ 3 e

pickups, track Express Mail and confirm Pricrity Mail deliveries — all from the

=7 7 "PostOffice Online ® Access our Web site anytime from your home. ofice or on the road

is convenient ® Nawvigate Quickly and easily with pont-ang-chck menus

i w _‘.’-"-_.I. P . “n .

» Create, print and send First-Class Mail and Standard A Mail efficiently
using Windows 95 (or Windows NTj and the {nternet with Mailing Onhine
h ACCESS EAPESHES Midd SElwides Conveniantly and securely using

Windows 95 (or Wingows NT) and the Internet with Shipping Online

PostOfﬁte Online is reliable » Benefit from the reliability and integrity of the U.S. Postal Service

ey

n PostOffice Online will be available this fall to the first 5,000 small businesses

who qualify for this piiot program in kmited geographic markets

L4
!
1
L

Auachment 1 1o POIR 2.Q4. u
Page 2 ) . EEUN”EDEMTB

. POSTAL SERVICE
www.postofficeonline.com . _ We

We deliver. .
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MAILING ONLINE™

Mailing Online™ is the

gquick and easy way to
prepare your Firsi-Class® Mail
and Standard A Mail

Mailing Online is convenient

c.

ol ko e o

~uachment 1 to POIR 2.04.
Page 3

www.postofﬁcébn!ine.com

ONE CLICK AND IT ALL STARTS TO CLICK.

Mailing Online™ will be available through PostOffice Onlinel” our new Web site
for small businesses. it wili be like having & post office and a professional

printing-and-mailing service inside your personal computer that are open 24
hours, 7 days a week. The address will be www.postofficeonline.com

instead of spending hours addressing your First-Class Mail and Standard A
Mail, printing each piece, stuffing envelopes, applying postage and doing the
mailing, you'll be able to have someone else conveniently do it for you. Create
your mail on Windows 95 (or Windows NT), using a variety of word processing
and design programs, then send it electronically —along with your mailing list—
to the U.S. Postat Service. We'll send them 10 a USPS-approved printing-and-

mailing service that will take care of the rest of the work.

a Create, print and send First-Class Mail and Standard A Mail via the Internet

= Prepare your advertising mail. correspondence, even your invoices, today,
and have them n the mad lomorrow

s Personalize documents wiih dala-merge

& Have your maiding be's standardzed automatcally for more eflective delver

# Navigatle easily with point-and-chick menus

m Siore frequently uses documenis, mahng hists and return addresses

m Estimale mailing anc procuction costs beforehand with a built-in calculator

® Accepts Visa.” MasterCard. Novus /Discover™ and Amencan Express

= Give your mad impact with mghhght color and graphics

® Give your mad a proiessionad touch vean ngh-gualily printing




MAILING ONLINE™ c& A

How does Mailing Online™
automatically standardize
my mailing lists for
more efficient mailing?

How sophisticated
can | get with my
mailpiece designs?

What word processing or
design software can | use?

What mailing-list
{spreadsheet or database)

. software can | use?

Can 1 really send -
" invoices too?

T LT T

1
{Attanument 1 to POIR 2.04,
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Each time you upload a mailing list through Mailing Online,” it's checked against
the U.S. Postal Service's National Address Management System to standandize

your addresses, including abbreviations, directionals and ZIP Codes®
Unverifiable addresses are extracted and returned for review and cormection.

The software packages that Mailing Online accepts offer you a wide variety of
mailpiece-design options. Use of highlight colors includes your choice of red,

biue, green or magenta (one highlight color per mailing).

You can mail most documents that you create on MS Word 6.0 or later,
WordPerfect 6.0 or later, Pagemaker 6.5 or later, Ventura 7.0 or later, or
QuarkXPress 6.0or later.

You ean submit mailing lists that you create on MS Word 6.0 or later,
WordPerfect 8.0 or later, MS Access 85 or later, Excel 5.0 or later, or an ASCII

Tab Delmited text file.

Mailing Online Ists you use the 1211 Merge feature of Word and WordPerlect
You can use the Mail Meige feziure t0 peisonalize each invoice Then you
simply send your document and mailing ist to Mailing Onhine. We take care

of the rest of the work for you.

'2; UNITED STATES
- i POSTAL SERVICE.

" We defiver. -




SHIPPING ONLINE™ ONE CLICK AND IT ALL STARTS TO CLICK.

Shipping Online™ is the
quick and easy way to
prepare expedited shipments

Shipping Online
is convenient

Shipping Online is accurate

atiachment 1 to POIR 2.Q4,
Page 5

www.postofficeonline.com

Shipping Online™ will be availabie through PostOffice Online; our new Web
site for smali businesses. 1t will be like having a post office inside your
personal computer that’s open 24 hours, 7 days a week. The address wili
be www postofficeoniine.com

instead of writing out shipping labels by hand, you'll be able to prepare them
electronically. You'll be able to use our online U.S. Postal Service database to
check your addresses for accuracy and completeness. You'll be able to accurately
calculate your postage, pay by credit card, schedule pickups, track Express
Mait® and confirm Priority Mail™ deliveries...all online. Express Mail and Prionty

Mail are already terrific vaiues. Shipping Online will make them even better vaiues.

= Access expedited mail services via the internet

u Create shipping labels and schedule pickups from your personal computer
& Track Express Mail shipments

w Confirm delivery of Priority Mail shipments

& Order shipping supplies

s Navigate easily with point-and-click menus

B Accepts Visa. MasterCard Novus /Discover ™ and Amerncan Express

& Check your addresses for accuracy and completeness using the
U.5. Postat Service's National Address Management System

x Be cerlain of our most curren' rates and service delivery times

= Pmpoint mad coliection boxes and post othice locations

| M= UNITED STATES
L%, POSTAL SERVICE

We deliver. .




SHIPPING ONLINE™ Q38 A

Should | consider sending all Give it serious thought. The more you use it, the more convenient it becomes.
my expedited shipments You can prepare several shipping labets and pay for them together, without ever
via Shipping Online™? having to visit the post office.

What is the charge if You pay a single $4.95 fee for each scheduled pickup. We will pick up as many
I schedule a pickup? Express Mail® or Priority Mail™ packages per stop as you want. If you have one
package, it's $4.95. i you have ten packages, it's still just $4.95.

Do Express Mail* Yes. We deliver Express Mail shipments 7 days a week, 365 days a year, including

and Priority Mail™ Saturdays, Sundays and holidays. There's no extra charge for weekend or holiday
deliver on Saturdays? Express Mail deliveries. We deliver Priority Mail shipments Monday through
Saturday. and there's no extra charge for Saturday Priority Mail deliveries. We

also deliver Express Mail and Priority Mail shipments to Post Office Boxes.

oy
i
T
1

R 2.Q4, .
Alenment 110 POI 2./ UNITED STATES
POSTAL SERVICE.

Page 6
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You want 24 hour
access to the Post Office?
Here are the keys.

Fiy Like an Eeg!e"F”

The keys 10 2 whole new
wortd of opportunity. With
FostOffice Online, you Gan
Create your own mail piece
right on your PC and then
send it piectronically to be
printed and malled out. Ali
without Jeaving your desk.
You'll also be able to amange
o send Express Mald and
Priority Maif™ vight from
your FC, at your conve-
rlence, 24 hours 3 tay

To take advantage of
PostOffice Online, /] you
need it 3 PC that's
connecied to the internet
and the desire to expand
yout business: =~ 7
Click onfo our Wab site

for compiete setaills.
St burry, becpne’ .

PestOffice Online will only .-

be available to the first $000
small businesses who quality
for this exclting pilot pro-
gram. ONE CLICK AND IT ALL
STARTS TO CLICK™.

= RS

We Seliver
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You want 24-hour
access to the Post Office?
Here are the keys.

Hly fne e 3 s V

) ﬂ-:key!'io'a whale

-~ b ’a-
ew.
world of opportunity. With ™.
PostOfiice Online’™ you can
creaie your own mail piece .~
right on your PC and then send
it electronically to be printed °.
and mailed dut. Alf without ~
leaving your desk. You'lf also
be able 10 arrange to send
Express Mail™ ang Priority Mail™
night fram your PC, af your
convenience, 24 hours a

day To take advaniage of
PostOffice Onhine T all you
nead is 3 PC that's connected
to the Internet and the desire
to expand your business. . .- .. .o
Click onto our Web site, '
www.pestefficeonfine.comMey

for complete details. But hurry.

because PostOffice Online™ will
only be availabls to the first

5.000 small businesses who

qualify far this extiting pilot

program. ONE CLICK AND IT

ALL STARTS TO CLICK ™

LWITED STATES
Wo colvor.

. e
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Growing your business comes down
to pushing the right buttons.

Fly Like an Eag!e"F"

"

PN ——

All you have to do is type
wwwpestofficeoniine comione.
ft will let you create your ewn
mail piece right on your PC
and then send it electronicaily
“to be primted and malied .
out. All without leaving

your desk. You'll alse

‘be able to amange to

sent Express Maif* and
Priorty Mail™ 8t your
conventence, 7ight from ~ ~
your computer, 24 hoursa
day. All you need 52 PC

. tatsromeedtothe
intenet and the desire 16 ©

Click onto owr Web site

wwwpostofieoningromions
for complete details. Aut burry,

;. because PostOffice Online
" will only be avaiable fo the

first 5000 smalf businesses
whe qualify for this exciting
pilet program.ONE CLICK AND
1T ALL STARTS TO CUCK™,
2 e

e aukver.

B
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How much time do you
spend on mailing and shipping?
That's too much.

it shouldn't take longer

than the click of a mouse
PostOfito Dohne™ will et you
(reate your own mad piece
nght an your PC and then
send ot slecrronically 1o be
punted 2nd madod out Al
withou! leawing your desk

You'll also be able 1o arcange
to senc Cepross Mad® and
Prioraly Mai™ nght from your
P{ at your convenience, 24
houss 8 9dy A you neec it &
PC thets connected 1o the
Inteenct ass the desice 1o
expant your business

Check onte our Web site,

Fly ie 3 fagi F’ www,pastofficeontine com/key
- - for complete details. But hurey,
because PestOffice Onlme™ will
only be avadable 1o the fist
5,600 smal! businesses who
qualify for this exsiting priot
program ONE CLICK AND T
ALl STARTS 70 CLICK ™
B ROl e

EERRE LT A L2 (o ]
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Now you only need one box
to do all of your shipping.

=

Fly Like an Eagfe."F"’

Your desktop ot mn; lap-

top. With PestOffice Online
yorll be able ko arrange io
send Express Mall antf
Priority Mall™ at your ©
-cofvenience, ight on your
PC, 24 hours 2 day. Even
track or canfirt delivery.
And thats not all.

fustoffice Onfine wiliako ~

fet you credie your own
mail piece right on your PC
and then send it electroni-
cally to be printed and
mailed out Al without
faaving your desk. Al you
need is 2 PC that's
ronnected (o the Internet
and the desire to expand
yourbusines. - .
Cick onto our Web site
sovepostoffieoniine cmvtne
for compiete detods. Bt by,
will odly be avallable to the
first 5000 small businesses
who qualify for this excit-
ing pilat program. ONE
CLICE AND IT ALL STARTS
70 QLK™ .
.

We galver.
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- No matrer haw far
youir package is mo.zm...

w _

this is as far as wo: :
have to ga to send it.

this is as faras you -
have to go to send i it

ﬂ%%ii\%mn.ﬁnﬂnwgm ==

ONE CLICK AND Y b—.r v.—.»:._.u TO P_A:.l.—-.

1110 POIR 2.Q

Attachmer



Tk

ape
-0 ¢ HIOd O | JUIWYDIELY

i N ll|'1 01 ':lHVI'q' ||’l 18] IINV )l’)ll" AND

= PUIUO OIS

i o puaw 01 03 01 ey
1 & ok st ae) se st S14s -

e Sl



RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'’S INFORMATION REQUEST NO. 2

5. During oral cross examination witness Garvey stated that "the underlying
technology of digital printing has a certain characteristic of limiting the usage to
mailings of less than §,000.” Tr. 2/398.

- -a, Please discuss the characteristics that limit usage.

b. Is this 5,000 limit expected to increase as the technology
improves? If so, over what time horizon?

RESPONSE:

a. The usage of S000 is an agreed upon “rule of thumb™ limit for digital
printing run length and can be found in the subject literature.’ A
characteristic of digital printing is that each copy of a document has a “run
length of one”. Each unit copy costs the same as any other copy,
regardless of how many are produced. This differentiates digital on-
demand printing from the traditional offsel printing methods in which a
great deal more of the cost is associated with a job itself as opposed to
the flat rate costs of digital printing. For example, traditional offset printing
methods require an initial set-up cost for each job, with each additional
copy having a very small incremental cost. This means that for small jobs
the wholie cost of set-up must be borne by a small number of copies,
-making it generally uneconomical to produce small runs; large jobs
however have very low per-unit costs since most of the cost is in the initial
set-up.

In digital printing, small jobs are more economical while large jobs

' This answer was prepared in consultation with the Printing Industries of America.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

ultimately cost more per copy than traditional methods, producing higher
unit costs above a certain threshold. The number 5000 is a generally

- ~accepted cut-off for digital printing per unit cost advantages. Included as
Attachment 1 to this response {marked as “Attachment 1 to POIR2.Q5"} is
the introductory section from an industry guide, The Print on Demand
Opportunity, which discusses in detail the economics of digital printing. It
is provided with the permission of the authors, CAP Ventures, Inc.

b. The technology of printing is dynamic. According to CAP Ventures,
increases in speed and efficiency of print engines can be taken for
granted in digital on-demand printing.? Currently, the number 5000
expresses an extreme upper limit for economically rational considera-tion
of digital printing with its flat cost curve as compared to the volume driven
economies of offset printing. The number 5000 is unlikely to rise
dramatically despite improvements in on-demand technology. The basic
concept of digital print-on-demand as a highly effective short run length
tool is well established and may lead to increased use of smatler mailings,
but in general large quantities will continue to be served better by other

| technologies.

I CAP Ventures. The Print-on-Demand Opportunity (Norwell, MA: CAP Ventures, 1997) at 442

MCO8-1
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Technologies, Products & the Business
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The Print-on-Demand Opportunity
Technologies, Products & the Business

2"° Edition

CAP Ventures

Published by

CAP Ventures. Inc.
600 Curdwainer Drive
Norwell, MA 02061

781-871-5000

781-871-3861 (fax)
info@capvcom {e-maill
hitp/Awww.capy com

Second editien, first digital printing

© 1997 by CAP Ventures. Inc.
All rights reserved.

No part of this book may be reproduced. stored in & retrieval system. or transmit-

ted in any form. or by any means, electronic. mechanical. photocopying. recording.
or otherwise, without prior written permission of the copyright owner. Reproduction
or transtation of any part of this work beyond that permitted by Section 107 or 108
of the United States Copyright Act without the permission of the copyright owner is
unlawful.

Throughout this book, trademarks are used. Rather than place a trademark sym-
bol at every occurrence of a trademarked name, we state that we are using the names
in an editorial context with no intention of infringement of the trademark.

This book is based on sources considered reliable. However, CAP Ventures. Inc.
cannot guarantee its accuracy. completeness, or reliability. due to errors in fact or
judgement. That being said. CAP Ventures. Inc. encourages readers (0 contact us
regarding factual errors so that we may correct them in future editions.
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Introduction

Fui the past twenly years, digital processes have been overtaking and replscing con-
ventional ones. Typesetting was the first to go Then imageset:ers and digital scanners
ended the role of the camera room Platesetters could soon finish off the plate room
The press room is next. Todav we stand at the edge of a new era of on-demand digital
color printing. Print on demand's success in the black & white world is well known.
Color is not far behind. Anvone involved in the printing and publishing industry
needs to kncw about print on demand.

Where is the opportunity?

To understand the importance of print on demand, it helps 1o look at the economics
of printing. If you were 10 make a chart of prini cost per page versus run length. it
would look something like Figure I-1.

A

Print cost per page

Digital printing opportunity

Run length

Figure I-1

Attachment 1 to POIR 2.Q
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vi The Print-on-Demand Opportunity: Technologies. Products & the Business

_ Short runs are much more expensive per page because of the cost of preparing
« films, burning plates. and press make-ready. However. as the press run increases. the
price per page drops. Conventional offset lithography provides a very low price per
page for long runs. Therefore the window of opportunity for digital printing is any-
where under the curve. The shorter the run, the greater the opportunity. Currently.
most commercial printers shun short-run work because they can't produce it eco-
nomically. The make-ready costs are simply too high and in addition. they are not

set up to handle many low-dollar-item transactions.
Figure 1-2 is a variation on the traditional cost curve shown in Figure 1-1.

A

Conventional offset press

Direct-
to-press

Print cost per page

Run length J

Figure I.2

It includes a comparison between conventional offset lithography. direct-to-press
offset (like the Omni-Adast 705 CD DI series and the Heidelberg GTO-Di and
Quickmaster D). and high-speed digita! printers (see the Representative Products
section for a full listing of black & white. spot color, and process color digital print-
ers). Press automation (like digital platesetiers, automatic plate mounters, and press
contro! units) helps to improve the cost per page of offset lithography. Direct-to-press
devices. because they image the plate on press, go even further, eliminating plate
mounting and thereby improving register and making it easier to get up to color.
Digital printers often have little or no make-ready. Their cost curves are virtually flat.
This means that they can profitably attack the short-run market. but because of high
consumables cost and relatively Jow speed. they cannot compete with offset lithogra- - -
phy for long runs.

Attachment 1 to POIR 2.
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Iniroduction vii

More than just short runs

It would be a mistake to conclude thet digital printers are simply scaled down ver-
sions of traditional presses that are suited solely for printing a lew copies of the same
document. This misses an important strength of digital printing: variable data (also
called personalization). Many digital printers are capable of printing a totally different
image on each successive sheet of paper. That means that you could conceivably print
an entire book one page at a time consecutively in page order. Or you could print
sales materials thal have your sales representative’s address and photo on each one
(even if you have hundreds of sales reps who only need 100 copies each). Or you
could print personalized catalogs based on information from a database.

Peuple ofien have difficuity imagining how these kinds of capabilities wili be used
This is simply because the market is new and developing. As customers are educated
about the possibiiities of the technology. there is little doubt that they will take advan-
tage of it. In Chapter 1 we'll talk specifically about print-on-demand applications

A growing market
In 1995 the U.S printing & publishing industry generaled $224 billion in sales Of

this total. $87.9 hitlion went 1o general commercial in-plant. and qunck priniers (See

Figure 1.3)

Other

Business forms

I 1
|
}
i

Ceneral commercial

e
% $87.9 Billion

In-plant

Miscellaneous publishing

Book publishing,
printing & binding

Periodicals

Quick brinters

Newspapers

Figure I-3: Total 1995 U.S. printing & publishing industry is $224 billion - general
commercial, in plant, and quick printers make up $87.9 billion of that total.

Attachment 1 to POIR 2.Q5
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vili The Print-on-Demand Opportunity: Technologies, Products & the Business

If you loak at the $87.9 billion general commercial printing portion and break it
+own by run Jength, $41.3 billion is for run lengths under 5.000 impressions. (See
Figure 1-4 }

Over 5000 & under
5000 print run

print run 47%

1995 1985
Commercial market® Short-run market®*
= £87.9 Billion = $41.3 Billion

* Commericl quilr anz inplen? prnten
= Trmis inciudes convennona! effser printing. copy m3. 060 digia! prining

Figure I-4: Nearly haif the general commercial prini market is eligible for digital
printing systems

1t is this portion of the commercial prinung market that is the area of opportunity
for digital printing. While much of this work (42%} 15 cutrently black & white. the
economies of digita! printing make 1t likey that at least a portion of this will move 0
color {either 2-, 3- or 4-color).

Of the $87.9 billion 1995 U.S. print market, CAP Ventures estimates that about
7%. or $5.8 billion, was printed with on-demand methods. {See Figure i-5.} Another
$82 ] billion was printed by conventional offset techniques. By the year 2000. the
print on demand portion will account for 19.1%, or $22.4 billion of the total. There
will be continue to be growth in the offset market. but it will not occur at nearly the
rate of print on demand. '

Aitachment 1 to POIR 2.
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$100 ER On demand
3952 1 Offset

2 s $82.1 ‘
E
ol
s
¥ 50 —————— e
E
E
&
2 825 ——————— —

W ;s |

1995 © 2000

Figure ]-5: Growth of print on demand compared 10 offset
These numbers paint & clear picture of an industry in need of change Print un

demand can provide it

What is print on demand?

Print on demand is an elecironic printing process that delivers exactly and only what the
customer wants, when the customer wants it and at the place where it is needed.

Changing customer requirements and expectations have led to the need for print
on demand. Today. customers expect shorter and shorter turnaround times, often
approaching same-day delivery. They want to be able to revise documents right up 10
the moment of printing. The impact on printing operations is a radical compression
of production times. This compression is made possible by the explosive growth of
electronic prepress. and by technological changes that have autornated the print pro-
duction process.

Print buyers are under pressure to get better results from shrinking print budgets.
This includes receiving quick turnaround or printing short runs without paying a
price penalty. Color is becoming more important, particularly since it is so"easily

attainable from desktop publishing systems.

Attachment 1 to POIR 2.Q
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x The Print-on-Demand Opportunity: Technologies. Products & th» Business

Instead of disregarding these trends. print-on-demand providers look 1o supphy:
- * \What the customer wants

* \When the customer wants it

= Where the customer wants it

What the customer wants

One of the benefits of print on demand is that the customer can select - or create -
exactly what is desired for printing and have it prepared in the format they wish Here
is an example. Print on demand is being used 10 assemble reading materials for col:
lege courses. Professors can. once appropriale copyright clearances are oblained. col-
lect selected chapiers [rom different textbooks inte a customized texibook. and
assemble themn in the order in which they will be studied. Books are then printed in
the quantity required for that course (based on student pre-registration). The profes-
sor provides exactly the course materials desired. and. perhaps moie importantly. the
student pays less for the course materials. No longer must the student spend. say
$G0 or mare. for a textbeok in which only one chapter might be used.

When the customer wants it

The production of printed materials exactly when they are needed 1 the essence of
print on demand. The net resull is a reduction in inventory. reduced storage requite-
ments. and potential overall cost savings due to a reduction in pieces printed.
Additionally, the customer has the opportuniiy 10 revise the document unuil the time
when it is printed. ensuring @ more timely and more accurate finished product.

Where the customer wants it

Print on demand can also substantially reduce charges to ship the printed materials
In combination with the ability to electronically distribute documents. print on
demand enables distribution before printing. This process noi only reduces freight
charges (which sometimes add 10% or more to the cost of printing), it also allows the
user of the document to receive it without shipping delays.

Print on demand is a process

Print on demand is more than just physical printing. It's everything [rom idea genera-
tion 1o printing. to delivering and distributing that information to the end user.
Because print on demnand is so all-encompassing, it requires a re-engineering of the

Attachment 110 POIR 2.(
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Introduction

xi

entire process. The best way 10 see how print on demand changes the process is t0

ask the following questions:
1. Why is the job being printed?

2. What are the costs associated with printing the job?

3. What are the benefits of printing the job in a more elfective manner?

In today's environment. most printers don't get imolved in the discussion of why

the job is being printed. The cusiomer calls up. they need a job printed. and the

printer tells them how much it will cost and when it wili be delivered.
Regarding cost. however. printers have this down 1o pennies and tenths of pen-
nies per page. A lot of time 1s spent analyzing the cost elements. but printers rarelv

measure the effectiveness of 2 document (This issute. of course. is pararmount 10 the

print user)

Without feedback in these threz key areas. it is cificult for a printer to position

the benefits of on-demand prinung. because 1150t sivins a simple issue of cost.
Obviously it is expensive and wasteful to print large quantities and either ship or

warehouse them, but there are other less iengible costs that come from using docu-

1

ments that are either oui-gi-ceae b
peneric that they are ol hitle use

Snase ey are printed so mfrequentiy or so

There 1s another reason why it is important to understand the costs and the ben-
efits of printing printing is jus: 2 small part of 2 much larger pracess of communice-
tion. In looking at print cosis versus process £osts 1l becomes clear that the cost of
printing is only about 10% o the 1ol cost ¢ creaiing. ordening. warehousing, and

inventory (See Figure 1-6.)

Printing ————mee—

$1-2

“Creative/ deéig‘n/i
N revision control,
. Ordering
£ ... Warehousing
Distribution
Inventory obsolescence

Process —

L

Figure I-6: Print cost versus process cost

Attachment 1 to POIR 2.Q
Page 9



xii The Print-on-Demand Opportunity: Technologies, Products & the Business

With all this time spent on creating and managing information. it is surprising
~thet the focus is on the printing of that information rather than the communication of
the information. If it is the information that is so important, how do we present it in
the most effective fashion? How can we re-use that information? Re-purpaosing infor-
mation for a variety of applications - from print to CD-ROM 1o on-line - has become,

and will continue to be a key issue for information providers.

No longer a linear process

Traditionally. print buyers have followed a very linear process from idea creation
through production and distribution (see Figure 1-7). They work with multiple sup-
pliers, order large quantities, print infrequently, ship needed materials while ware-
housing the rest, and simply throw away publications if they go out of date.

i ——
NI TEe=TNTT] 1)

:‘\ Recipient

Figure I-7: A traditional linear production process

A re-engineered print-on-demand process (see Figure 1-8) provides customer
access at many points in what is essentially a continuous. dynamic process. The cus-
tomer can order documents and track their progress, they can create new documents
or edit existing ones, they can draw on information from a database and update the
database as well. they can print to remote locations closer to the ultimate destination
of the document. In essence. they can take greater control over the process. -
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Page 10



Introduction xiii

Print-on-demand B
order entry =» —— ) Prepress
e T T,
] Enduser 5% I

= Norkgroup__ _— ‘:;
o \ ~— =
=

— - e 1
L=

- Production printing and finishing
T - :, 4
[RF_2 % Q =

Remote print node [

e —
[ Rp——

Digital database
Print shop manager

|
L

Figure 1-8: A print-on-demand production process

Al of this requires a 100%: digital werkiow Tor quick and easy access, docu-
mients must be i an electrame format But once this 1s accomplished, the benefits
are enormaous, One benedit of a [uliy digital point-on-demand workflow is that it
allows users 1o print fewer copies of more targeted. up-to-date documents. A targeied
document, for example. couid be & seli shee: for a product that is customized with
the name. address and photegraph of the particiating dezler {even if the dealer onlv
needs a hundred capiss!

What is a short run?

Because print on demand is often described as short-run printing. it is important 10
clarify what is meant by the term “short run”. Is it the number of pages (sheets.
impressions. etc.) in a single press run? How does the number of pages in the docu-
ment play a role? (In terms of complexity. it is clear that 100 copies of a 50-page
document is a much more compiex job than 5.000 copies of a single page docu-
ment.) What if variable information is printed on each page. essentially making each
document a run length of one? Color printing. either spot or process, adds another
level of complexity to a document. And what if the document is printed several

times in different locations. with different editions as time passes (such as regional
editions of a newsletier)? ..

Attachment 1 to POIR 2.(
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xiv The Print-on-Demand Opportunity: Technologies. Products & the Business

As you examine this question. it becomes clear that the term “short run” can
-mean diflerent things to different people. In general. this is a good blanket definition
for short run:

Short-run printing: A limited number of impressions - usually fewer
than 5.000 but sometimes as many as 20.000 - for
a single job. This could mean 5.000 copies of a sin-
gle-page. or 200 copies of a 25-page document.

in production. there are practical imits to the the number of pages that a device
can print. these may be technology-limited {the plate life of 2 Quickmaster Dl is
about 20.000 impressions) or cost-iimited (there is little sense in making 1,000
copies on a color copier because offset lithography can generally provide a higher
quality product for less maney at that run length). In addnion. ance variable informa-
lion 1 added 1o a document. the whole concept of run length becomes something ol
a mool point. How much shorter can you get than a run iength of one?

Of course. print on demand is much more than short-run printing. And that
will become clearer as we look 2t the ¢ferent levels of print om demand described

in Chapter 2
The changing market

A variely of factors are making digial printing and print on demand processes a bust-
ness necessily:
- Increase in the number of jobs supplied in digital format - Today
nearty half of the jobs received by commercial printers are in digital for-
mat. By the year 2000. over three quarters of all jobs received by print
providers will be in digital format.

- Increase in the use of color - Digitally submitted black & white jobs
can have spot or process color added to them relatively easily. And
though many current print-on-demand jobs are monochrome. there is
ample reason to believe that the number of color jobs will increase dra-
matically as it becomes easier and less expensive 1o create and print
color documents.

» The accelerated pace of business - The business environment is
becoming increasingly fast and fierce. Greater productian volume is

Attachment 1 to POIR 2
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Introduction XV

expected from jobs with smalier budgets: increasingly. customers in all
areas are dernanding faster job turnaround at a lower price. Print on
demand fits well into this new business model.

» Downsizing - Fewer and fewer companies can aflord dedicated design
and printing facilities in house. They are turning (o [ull-service providers
(some known as facilities management, or FM, companies) to handle
documents and printing. This allows them to focus on their core busi-
ness, whaiever it may be,

+  Just-in-time manufacturing - Just-in-time manufacturing techniques
demand just-in-time production of collateral materials and documentation.

+ Global market - Companies cannot operate in a vacuum. Increasingly.
competition may come from anvwhere in the world. And. companies
must be prepared 10 serve customers worldwide. Print on demand is
only one aspect of this trend. As we will see in the Chapter 2. a new par-
adigm called ~distribute and print” will change how companies handle
printed matter

These market forces result in documents which: require [requent updates and
changes and thus have a shorier usefu! life than ever before. Print-on-demand tech-
nology can satisly these priorities and do sc in smalier print runs.

The changing role of the print buyer

Increasingly. the demand for print is driven not only by traditional prini buyers, but
also by the document cwner. The corporate environment is becoming decentralized.
and department managers - often with profit and Joss accountability and compensa-
tion driven by the botiom line - are buying or directing the print buying for their
own areas. Many of these managers are quite willing to make trade-offs that tradi-
tional print buyers find unacceptable. For exampie. a product manager may accepl
lower quality or higher cost in exchange for a rapid turnaround time that makes it
possible for updated product sell sheets to be ready in time for an important trade
show.

Print buyers will take a more active role in initiating the printing process, perhaps
without even consulting their print sales representative. Software is already available
that allows print buyers to specify the job. including choosing paper. print run. and
finishing requirements. With an approved line of ¢redit. and some method of on-line -

Attachment 1 to POIR 2.C
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xvi The Print-on-Demand Opportunity: Technologies, Products & the Business

job quoting, the print buyer can act quickly and effectively. In these ways. technology
™ Changing the business environment and enabling more people to become print
buyers. In turn, these people are driving changes in the services and products offered
by print providers.

Key benefits of print on demand

Print on demand changes the rules of who prints, what is printed. and the rela-
tionship of print to the corporate profitability of both the print buyer and the
print provider. For example:

+  More effective documents - Documents produced by print on demand
can be more effective for a variely of reascns. First and foremost. print on
demand improves the time to market by reducing the entire production
cycle involved in preparing and printing a document. This also allows
document creators to push back their editcrial deadlines so that they can
include more up-1o-date information. Frint on demand can allow them
to produce more frequent editions in shorter print runs. The use of color
or variable data can also improve the comprehension of documents or
the response rates that the documents generate.

Print on demand provides an oppertunity for the customer to develop
more effective documents, perhaps. by using custemized inlormation or
by personalizing the document with 2 person’s name or a specific mes-
sage based on prior knowledge of the recipient. Print-on-demand tech-
nology also presents an opportunity to provide timely, accurate
information that is subject 1o rapid change. such as corporate telephone
directories or rate tables for the banking and insurance industries

» Decreased inventory — There are two considerable advantages to the
decrease in inventory that print on demand aliows First, time and cost
savings are realized because of decreased warehousing requirements.
reduced shipping costs, and increased handling efficiency because only
the necessary print quantity is handled through the distribution channel.
Second. print on demand also reduces the costs of renting and staffing a
warehouse facility.

Attachment 1 to POIR 2.Q¢
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Controlling costs makes for good customer service. CAPV research has
shown that faster turnaround times and cost savings are the top two pri-
orities of print buyers.

»  Waste - Between 12% and 26% of all printing purchased is obsolete,
out-of-date, or discarded. (See Figure [-9.) At the same time, print buyers
are being asked for more effective printing with a lower budget. If. with
print on demand, you can cut in half the throwaways due (o outdated
information and shipping damage. you have achieved a strategic cost
advantage.

30% — — - —e S =

25%

~
L)
o
&

15%

10%

%% of print that is obsolete

w
F

0% i I

All Manufaciuring  Banking” Retail/’ Advertising Business

industries finance/ wholesale SErvices
insurance

ngure 1-9: Pre-printed material that is obsolete (by industry)

These benefits will come into play as we look at the applications discussed in
Chapter 1.
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COMMISSIONER LeBLANC: Mr. Garvey, you also
provided answers to several of the questions in Presiding
Officer's Information Request Number 2 and to several of the
isgsues raised in notice of inquiry number 1.

Let me note for the record that on November 5th,
1998, the Postal Service provided a revised answer to
question 4(a) of Presiding Officer's Information Request
Number 2. The revision apparently inadvertently omitted the
final sentence of your answer to question 4(cg).

Do you want me to repeat that for you?

THE WITNESS: Would you, please?

COMMISSIONER LeBLANC: Okay. On November 5th,
1998, Postal Service provided a revised answer to your
gquestion 4(a) of Presiding Officer's Information Request
Number 2.

The revision apparently, it is my take on this
that you apparently inadvertently, if you will, giigﬁgiaa the
final sentence of your answer to question 4(c) of the (a),
(b) and {(c) there.

I want to hand you, if you will -- I'm going to
hand you two copies of it here that will include that
sentence. Take a loock at it for me, if you will. If this
is correct, let me know; if it is not, please let me know.

THE WITNESS: All right.

[Pause.]

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034
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THE WITNESS: Are these corrected copies?

COMMISSIONER LeBLANC: Those are the corrected
copies.

THE WITNESS: These are correct.

COMMISSIONER LeBLANC: That's right.

Mr. Hollies, would you care to take a look at
that? And are you familiar with what we're talking about
here, just to make sure we're on the same sheet of music?

MR. HOLLIES: Yes, I am familiar with this,
although you've just introduced it to me for the first time.
It appears that what happened is that we replaced just the
one page. However, that one page includes the last two
words of a sentence that previously were found on the
subsequent page, and it's the subsegquent page that has that
full sentence after those two words which are now missing
from the revised form.

COMMISSIONER LeBLANC: That should have them
there.

MR. HOLLIES: Well, in some sense yes, we did not
mean tc take that sentence out. That is not our intent. I
think that if we --

COMMISSIONER LeBLANC: First of all, I did not
mean to insinuate it was your intent. I just wanted to make
sure if it was a mistake or anything else that we're on the

game sheet of music, everybody's clear and understands what

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) B842-0034
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is being designated here.

MR. HOLLIES: Well, I could use some clarity on
that point. If the one page is substituted as we
contemplated, that will mean that the words "some" -- excuse
me -- "and resources" would appear in two locations, but
that the single-page substitution would otherwise be as we
had intended.

Are you adding the sentence back in? Is that what
your interest is here?

COMMISSIONER LeBLANC: In effect I'm just trying
to clarify it, adding the sentence back in but making sure
in our opinion that it's clear. If you want to take a look
at what we have done there, feel free to do so. Make sure
again that that's acceptable to you. Just a clarification
for the record.

MR. HOLLIES: This is fine in the form you have

it.

COMMISSIONER LeBLANC: That'll be fine.

Go ahead and present them if you will, please.

I seem to be missing my Regquest No. 2.

May I see those, please, to make sure that we're
on the same -- thank you. That should be 3, 4, and -- that

should be both copies. Okay. That's good.
Mr. Garvey, 1f you were asked those questions

today, if you will, would your answers be the same --

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202} 842-0034
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THE WITNESS: Yes, they would.
COMMISSIONER LeBLANC: As the completed one that
you just reviewed?
THE WITNESS: That's correct.
COMMISSIONER LeBLANC: Thank you.
Now I direct that they be transcribed into the
record and admitted into evidence at this time.
[Additional written
cross-examination of Lee Garvey was
received into evidence and

transcribed in to the record.]

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{202) 842-0034




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

3. In response to OCA/USPS-T5-17, withess Garvey stated that non-merge
jobs are treated as separate batches. Tr. 2/182.

a. Will non-merge jobs continue to be treated as separate batches
during the market test? During the experiment?
« b, If so, please explain why the non-merge jobs are not batched and if

there are any plans to modify the system so that non-merge jobs can be
batched.

RESPONSE:
a. As stated in the response to OCA/USPS-T1-45 (a),
. . .at the present time all non-merge jobs are treated as
separate batches. The current MOL system is an enhanced
version of the origina! proof of concept software used for the
operational test. The initial phases of system development
have focused on simplicity and consistent operability.
Consequently only mail-merge jobs are currently combined into
co-mingled batches; all others are handled as separate
batches. Current (and future) system development is focused
on improved functionality including the capability to combine all
like documents into co-mingled batches.
The current conditions for batching are likely to prevail throughout the
market test. Depending on the success of technical developments which
will allow the desired co-mingling, as well as the timing of the experiment,
— these conditions may change upon or after the initiation of the next phase
of testing.
b.  The current limitations on batching simplify the technical requiréments of
the system. The capability of co-mingling batches more fully depends on

a variety of technical considerations, many of which are being examined

as the systems configuration develops. The systerﬁ developers have

MCS8-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER’'S INFORMATION REQUEST NOQ. 2

been instructed to expedite, to the extent possible, modifications which

allow greater co-mingling of batches.

MC98-1
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REVISED 11/5/98

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY

TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

During oral cross examination, witness Garvey stated that there is a

*marketing plan that includes a variety of different devices and ways in which [the
Postal Service] will market the Postoffice Online.” Tr. 2/305.

a. Please provide this, and any other relevant, marketing plans.
b. Please provide copies of the marketing materials used by the plan

identified in response to a.

c. Will customer service representatives market or promote Mailing

Online services? If so, how?

RESPONSE:

a.

The pertinent marketing plan has been filed as Library Reference USPS-
LR-16/MC98-1.

Copies of marketing materials are provided as Attachment 1 to this
response {marked as "Attachment 1 to POIR2.Q4").

Current plans call for very limited involvement of customer service
representatives (as well as other field marketing personne!) in the
marketing and promotion of the PostOffice Online, including Mailing
Online. The primary marketing emphasis will be through targeted
advertising in various media as well as on the internet itself. The
PostOffice Online marketing plan itself states at page 2, “The market test
will not be supported by a live sales force." Customer service
representatives and others in field marketing will be made aware of the
PostOffice Online and they likely will have occasion to discuss it with

customers, but there are currently no plans for dedicated use of their time

MC88-1




RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'’S INFORMATION REQUEST NO. 2

and resources.
Some limited use of tactical marketing sales specialists is scheduled for
« —trade shows and conferences; these instances will be reported as part of

the data collection plan.
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www.postofficeonli

PostOffice Online™ will let you simplify and reduce the time it takes to prepare
your business's mail, from mailing your advertising, invoices and comespondence
to shipping your urgent documents and merchandise.

" Our new Web site for small businesses will be like having a post office and a

professional printing-and-mailing service inside your personal computer that is
open 24 hours, 7 days a week. The address will be www.postofficeonline.com

PostOffice Online will offer Mailing Online™ to simplify the way you prepare your
First-Class Mail and Standard A Mail. Instead of spending hours printing each
piece, stuffing envelopes, applying postage and doing the miailing, you'll be
able to have someone else conveniently do it for you. PostOffice Oniine will
also offer Shipping Online™ to simplity the way you prepare Express Mail® and
Priority Mail™ shipments. You'll be able to prepare shipping labels, schedule
pickups, track Express Mait and confirm Priority Mail deliveries — all from the

convenience of your keyboard.

® Access our Web site anytime from your home. office or on the road

= Navigate quickly and easity with point-and-clck menus

w Create, print and send First-Class Mail and Standard A Mail efficiently
using Windows 95 {or Windows NT) and the Internet with Mailing Online

w ACCess eapediled Mad services conveniently and securely using

Windows 95 (or Windows NT} and the Internet with Shipping Online
a Benefit from the reliability and integrity of the U.S. Postal Service

= PostOffice Online will be availabie this fall to the first 5,000 small businesses

who qualify for this pilot program in mited geographic markets

- a1 UNITED STATES
IE ! POSTAL SERVICE

We deliver. .

e e i K




MAILING ONLINE™

Mailing Online™ is the

quick and easy way to
prepare your Firsi-Class® Mail
and Standard A Maii

Mailing Online is convenient

-:-—- o gt
Mailing Online has
T~ NSO e I

—

ptati, o .
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www.postofficeonline.com

ONE CLICK AND IT ALL STARTS TO CLICK.

Mailing Online™ will be available through PostOffice Online;” our new Web site
for sma!l businesses. it will be like having a post office and a professional
printing-and-mailing service inside your personal computer that are open 24
hours, 7 days a week. The address will be www.postofficeonline.com

Instead of spending hours addressing your First-Class Mai! and Standard A
Mail, printing each piece, stuffing envelopes, applying postage and doing the
mailing, you'll be able to have someone else conveniently do it for you. Create
your mail on Windows 85 {or Windows NT), using a variety of word processing
and design programs, then send it electronically—along with your mailing list—
to the U.S. Postal Service. We'll send them to @ USPS-approved printing-and-

mailing service that will take care of the rest of the work.

# Create, print and send First-Class Mail and Standard A Mail via the Infernet

w Prepare your advertising mail, correspondence, even your invoices, today,
and have them in the mail tomorrow

® Personalize documents with data-merge

» Have your mailing lists standardized automalically for more eflective deliver.

& Navigate easily with pomnt-and-click imenus

m Store frequently used documents, mailing lists and return addresses

= Estimate mailing and production costs beforehand with a built-in calculator

w Accepts Visa! MasterCard. Novus /Discover’ and American Express

= Give your mail impact with highlight color and graphics
s Give your mail a professional 1ouch vailh tugh-gualiiy pninting

" Wedeliver. .




MAILING ONLINE™ Q& A

How does Mailing Online™ Each time you upload a mailing list through Mailing Online,” it's checked against
automatically standardize the U.S. Postal Service's National Address Management System to standardize
my mailing lists for

more efficient mailing?

your addresses, including abbreviations, directionals and ZIP Codes?
Unverifiable addresses are extracted and returned for review and correction.

How sophisticated The software packages that Mailing Online accepts offer you a wide variety of
can | get with my mailpiece-design options. Use of highlight colors includes your choice of red,
mailpiece designs? blue, green or magenta (one highlight color per mailing).

What word processing or You can mail most documents that you create on MS Word 6.0 or later,
design software can | use? WordPerfect 6.0 or later, Pagemaker 6.5 or later, Ventura 7.0 or later, or
QuarkXPress €.0or later.

What mailing-list You can submit mailing lists that you create on MS Word 6.0 or later,

(spreadsheet or database) WordPerfect 6.0 or later, MS Access 85 or later, Excel 5.0 or later, or an ASCI
SR EICREURE YO 7ab Delimited text file.

Can I reatly send -
oo ‘ilnhVBi-CéS- ,tad? : = Mailing Online lets you use the Mail Merge feature of Word and WordPerfect.
T TR You can use the Mail Merge feature 10 personalize each invoice. Then you
simply send your document and mailing list to Mailing Online. We take care

of the rest of the work for you.

? UNITED STATES
- POSTAL SERVKE. -

ttachment 1 to POIR 2.Q4,
Page 4
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SHIPPING ONLINE™ ONE CLICK AND IT ALL STARTS TO CLICK.

Shipping Online™ is the
quick and easy way to

prepare expedited shipments

Shipping Online
is convenient

Shipping Online is accurate

Attachment 1 to POIR 2.Q4,
Page 5

www.postofficeonline.com

Shipping Online™ will be available through PostOffice Onlinel our new Web
site for small businesses. It will be like having a post office inside your
personal computer that's open 24 hours, 7 days a week. The address will

be www.postofficecnline.com

Instead of writing out shipping labels by hand, you'll be able to prepare them
electronically. You'll be able to use our online U.S. Postal Service database to
check your addresses for accuracy and completeness. You'll be able to accurately
calculate your postage, pay by credit card, schedule pickups, track Express
Mait® and confirm Priority Mail™ defiveries...all online. Express Mail and Priority
Mail are already terific values. Shipping Online will make them even better values.

® Access expedited mail services via the internet

s Create shipping labels and schedule pickups from your personal computer
w Track Express Mail shipments

m Confirm delivery of Priority Mail shipments

= Order shipping supplies

m Navigate easily with point-and-click menus

» Accepts Visa, MasterCard. Novus /Discover” and American Express’

® Check your addresses for accuracy and completeness using the
U.S. Postal Service's National Address Management System
® Be certzin of our most current rates and service delivery times

= Pinpoint mait callection boxes and posi oftice locations

- — UNITED S TATES
(L= postaL service

We deliver.




SHIPPING ONLINE™ Q&A

Should | consider sending all
my expedited shipments
via Shipping Onling™?

What is the charge if
{ schedule a pickup?

Do Express Mail”
and Priority Mail™
deliver on Saturdays?

Give it serious thought. The more you use it, the more convenient it becomes.
You can prepare several shipping labeis and pay for them together, without ever
having to visit the post office.

You pay a single $4.95 fee for each scheduled pickup. We will pick up as many

Express Mail® or Priority Mail™ packages per stop as you warnt. if you have one

package, it's $4.95. f you have ten packages, it's still just $4.95.

Yes. We deliver Express Mail shipments 7 days a week, 365 days a year, including
Saturdays, Sundays and holidays. There's no extra charge for weekend or holiday
Express Mail deliveries, We deliver Priority Mail shipments Monday through
Saturday, and there's no extra charge for Saturday Priority Mail deliveries. We

also deliver Express Mail and Priority Mail shipments to Post Office Boxes.

-] UNITED STATES
POSTAL SERVICE.

We deliver.

2

[ T —————




You want 24 hour
access to the Post Office?
Here are the keys.

Fly Like an Fagle™ P"

The keys to 2 whole new
world of opportunity. With
PostOffice Online, youtan
create your own malf piece
right on your #C and then
send it electronicaty to be
printed and malled out. All
without feaving your desk.

- You'll also be able to armange”

to send Express Mal and
Priority Mair™ight from . -
your PG, af your conve-
nience, 24 hours 3 day.

To take advantage of .
PostOffice Online, aliyou -
need is a PC that's

* tonnected {o the Intemet

and the desire to expand
yourbusiness: T T
‘Click onto our Wabsite

" PastOfiice Online willonly .~

be available to the first 5000
smal! businesses who quailfy

for thes exciting pliot pro- .
gram. ONE QUKKANDITALL -
STARTS TO CLKX™. . '

[ =g A

Wa celiver.
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You want 24-hour
access to the Post Office?
Here are the keys.

Hy Like ai Fagie F"

PostOffice Online” you nq'
create your own mail piece . -
right on your PC and then send
it electronically to be printed
and mailed out. Alf without ™
leaving your desk. You'll alo
be able to arrange tosend
Express Mail® and Priority Mail™

right from your PC, at your

convenience, M hours @ © " T AT
day. To take advantage of 7"
PostOffice Online’all you

need i 2 PC that's connacted

to the Internet and the desire

10 expand your business. . = 1. "L
Click onto our Web site, '

for complete details. But hurry,

because PostOHice Online™ will =~ = **
only be available to the first

5,000 small businesses who

qualify for this exciting pifot

program. ONE CLICK AND IT

ALL STARTS TO CLICK ™

LMWATED STATES

Wo dolvor.
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Growing your business comes down

to pushing the right buttons.

Fly Like an EagIe-"F ,ﬁ;m"“”,m,mml m:'m' )

Al you have to do is type -
veww.gostofficeontine comione

It will Jet you create your own

mail piece right on your PC

and then send it electronically
- rtobe printed and matled -, - "
: out Al without fesving
.- yourdesk You'Nalso
¥ 7 beabletoarmsngeto - - -
: send Express Maif® and
t . Priority Mail™ atyour = . .
: your computer, 2 hours 8
© 7 dap AllyoureedsaPC. -
{ . thatsronnectediothe . -
7 intemet and the desire 26 7

for complete detalic Rirt buvry,
-7 will ohly be avaliabie to the

- first 5000 smalf businesses
: who qualify for this exciting

© - pilot program ONE CLICK AND
i .. ITALLSTARTS TO fLICK™
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How much time do you
spend on mailing and shipping?
That's too much.

1t shouldn't take longer
than the click of 2 mouse.
PoutGHice Online™will let you
create your own mail pisce
right on your PC and then
send it electronically to be
printed and mailed oul alf
withou! leaving your desk
You'll also be able fo arrange
ta send Express Mail® and
Priority Mail™ right from your
PC at your convenence, 24
hours a day Al you neec is a
PC that's connected to the
Internet and the deyire to
expand youwr business.
Click onto our Web site,
www.postofficeonline.comiey
far complete delails. But hurry,
because PostOffice Onhine'™ will
only be available to the furst
5,000 small businesses who
qualify for this exciting pilot
program. ONE CLICK AND IT
ALL STARTS TO CLICK ™
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Now you only need one box
to do all of your shipping.
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Your tesktop or even a lap-
op. With PatOffce Onine -
yourll be able to smange to
send Express Mal® antf -

"~ Priarity Malf™ at your
- -convenience, right on your

PC, 24 hours a day. Even -
track or confirm defivery.
And thatsnotall ... .

- PortOffice Online willako "

© letyol geateyowrown .
mall piece right on yout PC
" and then send It electroni-

cally to be printed and -
maited out. Al without -
leaving your desk. Al you |
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connected to the intemet

- and the desire to expand .
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" No matser haw far: -
youis package.is going...

2 No matger how Jag -

this is as fur as you
have to ga to'send it -
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5.

RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY

TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

During oral cross examination witness Garvey stated that “the underlying

technology of digital printing has a certain characteristic of limiting the usage to
mailings of less than 5,000." Tr. 2/398.

~a. Please discuss the characteristics that limit usage.

b. Is this 5,000 limit expected to increase as the technology
improves? If so, over what time horizon? -

RESPONSE:

a.

The usage of 5000 is an agreed upon “rule of thumb” limit for digita!
printing run ength and can be found in the subject literature.’ A
characteristic of digital printing is that each copy of a document has a “run
length of one”. Each unit copy costs the same as any other copy,
regardiess of how many are produced. This differentiates digital on-
demand printing from the traditional offset printing methods in which a
great deal more of the cost is associated with a job itself as opposed to
the flat rate costs of digital printing. For example, traditional offset printing
methods require an initial set-up cost for each job, with each additional
copy having a very small incremental cost. This means that for small jobs

the whole cost of set-up must be borne by a small number of copies,

‘making it generally uneconomical to produce small runs; large jobs

however have very low per-unit costs since most of the cost is in the initial
set-up.

in digital printing, small jobs are more economical while large jobs

' This 2nswer was prepared in consultation with the Printing Industries of America.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO PRESIDING OFFICER'S INFORMATION REQUEST NO. 2

ultimately cost more per copy than traditional methods, producing higher
unit costs abo-ve a certain threshofd. The number 5000 is a generally

- ~accepted cut-off for digital printing per unit cost advantages. Included as
Attachment 1 to this response (marked as “Attachment 1 to POIR2.Q5") is
the introductory section from an industry guide, The Print on Demand
Opportunity, which discusses in detail the economics of digital printing. It
is provided with the permission of the authors, CAP Ventures, Inc.

b. The technology of printing is dynamib. According to CAP Ventures,
increases in speed and efficiency of print engines can be taken for
granted in digital on-demangd printing.? Currently, the number 5000
exprésses an extreme upper limit for economically rational consideration
of digital printing with its flat cost curve as compared to the volume driven
economies of offset printing. The number 5000 is unlikely to rise
dramatically despite improvemenfs in on-demand technology. The basic
concept of digital print-on-demand as a highly effective short run length
tool is well established and may lead to increased use of smaller mailings,
.but in general large quantities will continue to be served better by other

technologies.

< CAP Ventures, The Print-on-Deman priunity {Norwell, MA: CAP Ventures, 1397) al 442
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The Print-on-Demand Opportunity
Technologies, Products & the Business

2" Edition

CAP Ventures
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CAP Ventures, Inc.
600 Cordwainer Drive
WNorwell, MA 02061

781-871-9000
781-871-3861 {fax}
info@capv.com (e-mail)
htp://www.capv.com

Second edition, first digital printing
© 1997 by CAP Ventures, Inc.
All rights reserved.

No part of this book may be reproduced. stored in a retrieval system. or transmit-

ted in any form, or by any means, electronic, mechanical, photocopying. recording.
or otherwise, without prior written permission of the copyright owner. Reproduction
or translation of any part of this work beyond that permitted by Section 107 or 108
of the United States Copyright Act without the permission of the copyright owner is
unlawful.

Throughout this book, trademarks are used. Rather than place a trademark sym-
bol at every occurrence of a trademarked name, we state that we are using the names
in an editorial context with no intention of infringement of the trademark.

This book is based on sources considered reliable. However, CAP Ventures. Inc.
cannot guarantee its accuracy, completeness, or reliability, due to errors in fact or
judgement. That being said, CAP Ventures, Inc. encourages readers (0 contact us
regarding factual errors so that we may correct them in future editions.
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Introduction

For the past twenty years. digital processes have been overtaking and replacing con-
ventional ones. Typesetting was the first to go. Then imagesetters and digital scanners
ended the role of the camera room. Platesetters could soon finish off the plate room.
The press room is next. Today we stand at the edge of a new era of on-demand digital
color printing. Print on demand's success in the black & white world is well known.
Color is not far behind. Anvone involved in the printing and publishing industry
needs to know about print on demand.

Where is the opportunity?

To understand the importance of print on demand. it helps to look at the economics
of printing. If you were to make a chart of print cost per page versus run length, it
would look something like Figure [-1.

Print cost per page

Digital printing opportunity

Run length

Figure I-1
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vi The Print-on-Demand Opportunity: Technologies, Products & the Business

Short runs are much more expensive per page because of the cost of preparing
= films, burning plates. and press make-ready. However, as the press run increases. the
price per page drops. Conventional offset lithography provides a very low price per
page for long runs. Therefore the window of opportunity for digital printing is any-
where under the curve. The shorter the run. the greater the opportunity. Currenily,
most commercial printers shun short-run work because they can't produce it eco-
nomically. The make-ready costs are simply too high and in addition. they are not

set up to handle many low-dollar-item transactions.
Figure I-2 is  variation on the traditional cost curve shown in Figure I-1.

Conventional offset press
@ -
& | Direct
(=8
- to-press
o
(=%
:
g
fow
Run length
Figure 1.2

It includes a comparison between conventional offset lithography, direct-to-press
offset {like the Omni-Adast 705 CD DI series and the Heidelberg GTO-Di and
Quickmaster DI}, and high-speed digital printers {see the Representative Products
section for a full listing of black & white, spot color, and process color digital print-
ers). Press automation (like digital platesetters, automatic plate mounters, and press
control units) helps to improve the cost per page of offset lithography. Direct-to-press
devjces. because they image the plate on press, go even further, eliminating plate
mounting and thereby improving register and making it easier to get up to color.
Digital printers often have little or no make-ready. Their cost curves are virtually flat.
This means that they can profitably attack the short-run market, but because of high
consumables cost and relatively low speed. they cannot compete with offset lithogra-
phy for long runs.

Attachment 1 to POIR 2.¢
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Introduction vii

More than just short runs

It would be a mistake to conclude that digital printers are simply scaled down ver-
sions of traditional presses that are suited solely for printing a few copies of the same
document. This misses an important strength of digital printing: variable data {also
called personalization). Many digital printers are capable of printing a totally different
image on each successive sheet of paper. That means that you could conceivably print
an entire book one page at a time consecutively in page order. Or you could print
sales materials that have your sales representative’s address and photo on each one
{even if you have hundreds of sales reps who only need 100 copies each). Or you
could print personalized catalogs based on information from a database.

People ofien have difficulty imagining how these kinds of capabilities will be used.
This is simply because the market is new and developing. As customers are educated
about the possibilities of the technology. there is little doubt that they will take advan-
tage of it. In Chapter 1 we'll 1alk specifically about print-on-demand applications.

A growing market

[n 1995 the U.S. printing & publishing industry generated $224 billion in sales. Of
this total, $87.9 billion went to general commercial, in-plart. and quick printers. (See
Figure [-3.)

Other
Business forms
General commercial

Miscellaneous publishing SR

Book publishing,

printing & binding $87.9 Billion

Periodicals In-plant

Quick printers

Newspapers

Figure J-3: Total 1995 U.S. printing & publishing industry is $224 billion -~ general
commercial, in plant, and quick printers make up $87.9 billion of that total.
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viii The Print-on-Demand Opportunity: Technologies, Products & the Business

1f you look at the $87.9 billion general commercial printing portion and break it
<lown by run length, $41.3 billion is for run lengths under 5,000 impressions. (See
Figure 1-4.)

5000 & under
print run

print run A47%

1995 1995
Commercial market* Short-run market**
= $£87.9 Billion = $41.3 Billion

= Commercial, quick and in-plant printers
** Thrs includes conventionol offset prnting. copying, and digital printing

Figure 1-4: Nearly half the general commercial print market is eligible for digital
printing systems

It is this portion of the commercial printing market that is the area of opportunity
for digital printing. While much of this work (42%) is currently black & white. the
economies of digital printing make it likely that at ieast a portion of this will move to
color (either 2-, 3- or 4-color).

Of the $87.9 billion 1995 U.S. print market, CAP Ventures eslimates that about
7%. or $5.8 billion, was printed with on-demand methods. (See Figure 1-5.) Another
$82.1 billion was printed by canventional offset techniques. By the year 2000. the
print on demand portion will account for 19.1%. or $22.4 billion of the total. There
will be continue to be growth in the offset market, but it will not occur at nearly the
rate of print on demand.
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Introduction ix

3100 W On demand

3 Offset

$85.2

3821

$75 ——————

$50

$25

US. print market {$billions)

$0 $5.8

1995 2000

Figure I.5: Growth of print on demand compared to offset

These numbers paint a clear picture of an industry in need of change. Print on
demand can provide it

What is print on demand?

Print on demand is an electronic printing process that delivers exactly and only what the
customer wants, when the customer wants it. and at the place where it is needed.

Changing customer requirements and expectations have led to the need [lor print
on demand. Today, customers expect shorter and shorter turnaround times, often
approaching same-day delivery. They want to be able to revise documents right up to
the moment of printing. The impact on printing operations is a radical compression
of production times. This compression is made possible by the explosive growth of
electronic prepress, and by technological changes that have automated the print pro-
duction process.

Print buyers are under pressure to get better resuits from shrinking print budgets.

. This includes receiving quick tumnaround or printing short runs without paying a

price penalty. Color is becoming more important, particularly since it is so easily
attainable from desktop publishing systems.
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x The Print-on-Demand Opportunity: Technologies. Products & the Business

[nstead of disregarding these trends. print-on-demand providers look to supply:
*  What the customer wants

*  When the customer wants it

= Where the customer wants it

What the customer wants

One of the benefits of print on demand is that the customer can select - or create -
exactly what is desired for printing and have it prepared in the format they wish. Here
is an example: Print on demand is being used (o assembile reading materials for col-
lege courses. Professors can, once appropriate copyright clearances are oblained. col-
lect selecied chapters from different textbooks into a customized textbook, and
assemble them in the order in which they will be studied. Books are then printed in
the quantity required for that course {based on student pre-registration). The profes-
sor provides exactly the course materials desired, and. perhaps more importantly, the
student pays less for the course materials. No longer miust the student spend. say
$60 or more. [or a textbock in which only one chapter might be used.

When the customer wants it

The production of printed materials exactly when they are needed is the essence of
print on demand. The net result is a reduction in inventory. reduced storage require-
ments. and potential overall cost savings due to a reduction in pieces printed.
Additionally, the customer has the opportunity to revise the document until the time
when it is printed. ensuring a more timely and more accurate finished product.

Where the customer wants it

Print on demand can also substantially reduce charges to ship the printed materials.
In eombination with the ability 1o electronically distribute documnents, print on
demand enables distribution before printing. This process not only reduces {reight
charges (which sometimes add 10% or more to the cost of printing). it also allows the
user of the document to receive it without shipping delays.

Print on demand is a process

Print on demand is more than just physical printing. It’s everything from idea genera-
tion to printing, to delivering and distributing that information to the end user.
Because print on demand is so all-encompassing, it requires a re-engineering of the

- -
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Introduction xi

entire process. The best way to see how print on demand changes the process is to
ask the following questions:
1. Why is the job being printed?

2. What are the costs associated with printing the job?
3. What are the benefits of printing the job in a more effective manner?

In today’s environment. most printers don't get involved in the discussion of why
the job is being printed. The customer calls up. they need a job printed, and the
printer tells them how much it will cost and when it will be delivered.

Regarding cost, however, printers have this down to pennies and tenths of pen-
nies per page. A lot of time is spent analyzing the cost elements. but printers rarely
measure the effectiveness of 2 document (This issue. of course, is paramount to the
print user.)

Without feedback in these three key areas. it is difficult for a printer to position
the benefits of on-demand printing. because it isn't always a simple issue of cost.
Obviously it is expensive and wasteful 10 print large quantities and either shipor
warehouse them, but there are other less tangible costs that come [rom using docu-
ments thal are either out-of-daie because thev are printed so infrequently or so
generic that they are of little use.

There is another reason why it is important to understand the costs and the ben-
efits of printing: printing is just a small part of a much larger process of communica-
tion. In looking at print costs versus process cosls it becomes ctear that the cost of
printing is only about 10% of the total cost of creating, ordering. warehousing. and
inventory. (See Figure 1-6.)

$1-2

Printing =3,

Ty -
Process —/ o Creative/design/s
A=hM revision controb ¢

AT

e Ordering
£ ... Warehousing
Distribution

Inventory obsolescence

Figure I-6: Print cost versus process cost
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xii The Print-on-Demand Opportunity: Technologies, Products & the Business

With all this time spent on creating and managing information, it is surprising
wthat the focus is on the printing of that information rather than the communication of
the information. If it is the information that is so important, how do we present it in
the most effective fashion? How can we re-use that information? Re-purposing infor-
mation for a variety of applications - from print to CD-ROM to on-line — has become,

and will continue to be a key issue for information providers.

No longer a linear process

Traditionally. print buyers have followed a very linear process from idea creation
through production and distribution (see Figure I-7). They work with multiple sup-
pliers, order large quantities, print infrequently, ship needed materials while ware-
housing the rest, and simply throw away publications if they go out of date.

" lopan
—

orginzte/ S pepare B “Ofici WM Frish B Varchouse S Distibute

Lithography

Figure 1-7: A traditional linear production process

A re-engineered print-on-demand process {see Figure 1-8) provides customer
actess at many points in what is essentially a continuous, dynamic process. The cus-
tomer can order documents and track their progress. they can create new documents
or edit existing ones, they can draw on information from a database and update the
database as well, they can print to remote locations closer to the ultimate destination
of the document. In essence, they can take greater control over the process.
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Print-on-demand
order entry - ==z Prepress

— B
© | | : E]E] *

Production prmtmg and finishing

\
o
.!

Brvaraeryy - M-'J
vam . HH "

- Digital database
Print shop manager

Figure 1-8: A print-on-demand production process

All of this requires a 100% digital worklow. For quick and easy access. docu-
ments must be in an electronic format. But once this is accomplished. the benefits
are enormous. One benefit of a fully digital print-on-demand workflow is that it
allows users 10 print fewer copies of more targeted, up-to-date documents. A targeted
document, for example, could be a seli sheet for a product that is customized with
the name, address. and photograph of the participating dealer (even if the dealer only
needs a hundred copies).

What is a short run?

Because print on demand is often described as short-run printing, it is important to
clarify what is meant by the term “short run” Is it the number of pages (sheets,
impressions. etc.) in a single press run? How does the number of pages in the docu-
ment play a role? {In terms of complexity. it is clear that 100 copies of a 50-page
document is a much more complex job than 5,000 copies of a single page docu-
ment.) What if variable information is printed on each page. essentially making each
documnent a run length of one? Color printing, either spot or process, adds another
level of complexity to a document. And what if the document is printed several
times in different locations, with differen: editions as time passes (such as regional

editions of 2 newsletter)? ..
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xiv The Print-on-Demand Opportunity: Technologies. Products & the Business

As you examine this question. it becomes clear that the term “short run” can
- wmean different things to different people. In general. this is a good blanket definition
for short run:

Short-run printing: A limited number of impressions ~ usually fewer
than 5.000 but sometimes as many as 20,000 - for
a single job. This could mean 5.000 copies of a sin-
gle-page. or 200 copies of a 25-page document.

In production. there are practicai limits to the the number of pages thai a device
can print. these may be technology-limited (the plate life of a Quickmaster DI is
about 20,000 impressions) or cost-limited (there is little sense in making 1,000
copies on a color copier because offset lithography can generally provide a higher
quality product for less money at that run length). In addition. once variable informa-
tion is added to a document. the whole concept of run length becomes soniething of
a mool point. How much shorter ¢an you get than a run length of one?

Of course. print on demand is much more than short-run printing. And that
wilt become clearer as we look at the different levels of print on demand described
in Chapter 2.

The changing market

A variety of factors are making digital printing and print on demand processes a busi-
ness necessity:
* Increase in the number of jobs supplied in digita! format - Today
nearly half of the jobs received by commercial printers are in digital for-
mat. By the year 2000, over three quarters of all jobs received by print
providers will be in digital format.

= Increase in the use of color - Digitally submitted black & white jobs
can have spot or process color added to them relatively easily. And
though many current print-on-demand jobs are monochrome, there is
ample reason to believe that the number of color jobs will increase dra-
matically as it becomes easier and less expensive to create and print
color documents.

* The accelerated pace of business ~ The business environment is
becoming increasingly fast and fierce. Greater production volume is

Attachment 1 to POIR 2.Q¢
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Introduction xv

expected from jobs with smaller budgets: increasingly. customers in all
areas are demanding faster job turnaround at a lower price. Print on
demand fits well into this new business model.

» Downsizing - Fewer and fewer companies can afford dedicated design
and printing facilities in house. They are turning to full-service providers
{some known as facilities management, or FM, companies) to handle
documents and printing. This allows them Lo focus on their core busi-
ness, whatever it may be.

+  Just-in-time manufacturing - Just-in-time manufacturing techniques
demand just-in-time production of collateral materials and documentation.

«  Global market - Companies cannot operate in a vacuum. Increasingly,
competition may come from anywhere in the world. And. companies
must be prepared to serve customers worldwide. Print on demand is
only one aspect of this trend. As we will see in the Chapter 2, a new par-
adigm called “distribute and print” will change how companies handle
printed matter.

These market forces result in documents which require frequent updates and
changes and thus have a shorter useful life than ever before. Print-on-demand tech-
nology can satisfy these priorities and do 50 in smaller print runs.

The changing role of the print buyer

Increasingly, the demand for print is driven not only by traditional print buyers, but
also by the document owner. The corporate environment is becoming decentralized,
and department managers - often with profit and loss accountability and compensa-
tion driven by the botiom line - are buying or directing the print buying for their
own areas. Many of these managers are quite willing to make trade-offs that tradi-
tional print buyers find unacceptable. For exampile. a product manager may accept
lower quality or higher cost in exchange for a rapid turnaround time that makes it
possible for updated product sell sheets to be ready in time for an important trade
show.

Print buyers will take a more active role in initiating the printing process, perhaps
without even consulting their print sales representative. Software is already available
that allows print buyers to specify the job, including choosing paper, print rur, and
finishing requirements. With an approved line of credit. and some method of on-line -
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xvi The Print-on-Demand Opportunity: Technologies, Products & the Business

job quoting. the print buyer can act quickly and effectively. In these ways. technology
s ¢hanging the business environment and enabling more people to become print
buyers. In turn, these people are driving changes in the services and products offered
by print providers.

Key benefits of print on demand

Print on demand changes the rules of who prints. what is printed. and the rela-
tionship of print to the corporate profitability of both the print buyer and the
print provider. For example:

« More effective documents - Documents produced by print on demand
can be more effective [or a variety of reasons. First and foremost. print on
demand improves the time to market by reducing the entire production
cycle involved in preparing and printing a document. This also allows
document creators to push back their editorial deadlines so that they can
include more up-to-date information. Print on demand can allow them
to produce more frequent editions in sharter print runs. The use of color
or variable data can also improve the comprehension of documents or
the response rates that the documents generate.

Print on demand provides an opportunity for the customer to develop
more effective documents, perhaps. by using customized information or
by personalizing the document with a person’s name or a specific mes-
sage based on prior knowledge of the recipient. Print-on-demand tech-
nology also presents an opportunity to provide timely. accurate
information that is subject to rapid change. such as corporate telephone
directories or rate tables for the banking and insurance industries.

» Decreased inventory - There are two considerable advantages to the
decrease in inventory that print on demand allows. First. time and cost
savings are realized because of decreased warehousing requirements.
reduced shipping costs, and increased handling efficiency because only
the necessary print quantity is handled through the distribution channel.
Second, print on demand also reduces the costs of renting and staffing a
warehouse facility.
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Introduction . xvii

Controlling costs makes for good customer service. CAPV research has
shown that faster turnaround times and cost savings are the Lop two pri-
orities of print buyers.

»  Waste - Between 12% and 26% of alt printing purchased is obsolete,
out-of-date, or discarded. (See Figure I-9.) At the same time, print buyers
are being asked for more effective printing with a lower budget. }f. with
print on demand, you can cut in half the throwaways due 1o cutdated
information and shipping damage. you have achieved a strategic cost
advantage.

30% —— — R .

25%
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Al Manufacturing  Banking/ Retail/ Advertising Business
industries finance/ wholesale SBrvices
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Figure I-9: Pre-printed material that is obsolete (by industry)

These benefits will come into play as we look at the applications discussed in
Chapter 1.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 2

Issue 2: The Commission inquires whether the objectives of the minimum
volume waiver could be achieved through other means.

The issue of threshold volume requirements for Mailing Online gets
quickly to the heart of the fundamental goals of the Postal Service. in offering the
PostOffice Online (POL) services. The POL is about creating and maintaining
simple access to postal products and services for small business people who
have neithler the time nor the inclination to focus on the complexities of mailing
preparation and discount rate structures, and about making sure that this access
channel is responsive to the requirements of electronically enabled commerce.
The POL is about designing and conceiving a uniguely postal offering that draws
upeon and reinforces the strengths of the Postal Service’s traditional role.

In its market test Opinion (at 27), the Corﬁmission suggests an alternative
to the threshold volume eligibility waiver in the form of an automated rebate
system. The system would have the Postal Service quote and charge currently
applicable mailstream rates to Mailing Oniine mailings that are initially under the
current threshold requirements for automation discounts, and then make an
appropriate rebate to the customer’s account after batches are ultimately formed
and discounts determined. The Postal Service views this approach as
unacceptable both because of the immense technical complexity implicit in such
a design and because it is contrary to the goal of simplicity (finalizing a
transaction during a single Web-site visit).

While the determination of appropriate discounts with batching via just

one print location and limited volumes may not be that difficult, as volume
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 2

increases during the experiment and the number of print locations expands, the
difficulties of tracking and matching each piece's origin to its ultimate qualifying
rate would multiply the complexity many times over. Consolidating and
successfully reconciling such information at an individual account level would
also be very difficult. The development effort for such a complex system
modification would require much time and expense.

In addition to this formidable technical challenge, the inherent complexity
of such a transactional model is incompatible with the PostOffice Online’s overall
strategy of simplicity and ease of use. The Mailing Online interface is designed
to be highly structured and automated so that the user’s experience is completed
quickly, efficiently and in a single session. The characteristics of the transaction
— electronic document and list submission with real-time verification, online
document proofing, menu-driven finishing options, and firm final cost quotes and
real-time payment processing are all part of a strategy to create a simple,
straightforward service that provides the same uncomplicated process and result
whether used only occasionally or on a daily basis.

Also, while such a system is similar in concept to the Value. Added
Refund (VAR) and “Combined” programs used by letter shops and presorters to
rebate automation discounts achieved by the use of automated sortation
equipment, and in fact might benefit larger mailers, those uses imply consistency

of use and volume characteristics not expected of MOL customers.
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RESPONSE OF UNITED STATES POSTAL SERVICE WITNESS GARVEY
TO NOTICE OF INQUIRY NO. 1, ISSUE 3

Issue 3: The Commission inquires whether the waiver of volume
minimums should extend beyond Mailing Online, either on the basis of functional
equivalency or some other basis, and what might constitute functional
equivalency.

The Postal Service has requested a waiver of volume minimums for
Mailing Online during the experiment for the primary purpose of modeling what it
expects to sée in a mature MOL service. This is necessary for analyzing
potential interest in a new service that develops and utilizes several electronically
enabled combinations of logistic and commerce functions.

Important to this discussion is an acknowledgment of the fact that the
Postal Service, while requesting these waivers for the basic automation rate
volume thresholds, has also foresworn any deeper discounts regardless of
volume or level of sortation achieved, thus committing to a single average rate
category (within class and shape) for all Qolume received and mailed. The use of
an average rate is also critical to completion of a transaction in a single Web-site
visit, as discussed in Witness Plunkett’s response to Issue 1. Extension of
waivers to other hybrid mail services would require similar limitations upon both
larger aﬁd smaller discounts, as well as true functional equivalence.

Criteria necessary to establish functional equivalence with Mailing Online
include the following:

1. Automation compatible mailpieces, including 100%

standardized addresses and barcodes on all mailpieces;
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2. Co-mingling and batching of like mailpieces;
3. Sortation to the finest level of sort possible within batches;
4. Geographic batching and distribution of mailpieces prior to

printing and mailing;

5. Secure and completely automated electroﬁic submission of

jobs, providing for real-time quotes and secure on-line payment; and

6. Web and browser-based access with no absolute need for client

software or a point-to-point dial-up connection with the vendor.

In evaluating the criteria for functional equivalence, it must be noted that
the practice of electronic file submission and job ticketing has become common
among digital printers and others in the print and mail services industries.
Software utilities and Web sites are electronically linking more and more printers
and mail service providers to their client companieg every day. This to-be-
expected extension of existing commerce is commonly designed to emulate
existing business practices. Pitney Bowes DirectNET is an example of this
approach. DirectNET software provides users the opportunity to design simple
mailpieces and create a job ticket for electronic uploading. Users are provided
an estimate of the cost of their work, but are informed that final pricing cannot be
determined unti! some time in the future. Included in the estimated cost of each
transaction is a set-up fee, a fee traditional to the printing services industry which
is designed to cover the cost of providing individualized service to a particular

customer. It signifies that the job paid for will be “set-up” and run just for that
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customer. Users are contacted subsequent to submitting the job and informed of
the actual (often negotiated) costs of production. This is similar to the traditional
printer-client interaction.

Mailing Online offers an alternative process by providing a complete
single transaction approach. All parts of the job creation aﬁd specification
process are conducted online and the transaction is completed in one session.

A goal of the Postal Service is to encourage the development of
innovative approaches to mailing. Accordingly, the Postal Service would
consider creating special licensing or certification criteria for third-party services

that are full functional equivalents of Mailing Online.
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COMMISSIONER LeBLANC: Does any participant have
any additional written cross-examination for Witness Garvey?
Okay. Three participants requested oral
cross-examination of the witness here, but before we get
started today, I'm going to take a little liberty, if you

will, as our Chairman has done on occasion, gotten me
started, but -- I've got to blame it on somebody, Mr.
Chairman.

Mr. Garvey, as a Presiding Officer, I'm a little
bit confused after hearing Mr. Plunkett, Mr. Seckar, and a
few yesterday --

CHAIRMAN GLEIMAN: If I could just interrupt, he's
confused even when he's not presiding.

COMMISSIONER LeBLANC: I told you I followed my
Chairman's lead.

But during yesterday's hearing it was stated that
significant changes are being made in the Mailing Online
system for the experiment. In response to interrogatory of
OCA, USPS-T-66, you state that plans have not been finalized
for the, and I quote, "full range of services to be offered
during the course of the experiment." End of quote,.

And you start off today for me with a summary
statement, if you can, of exactly what it is that we are
being asked to consider. And I say that because Mr. Hollies

yesterday answered for Mr. Stirewalt because he said Mr.

ANN RILEY & ASSOCIATES, LTD,
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{202) 842-0034




10

11

12

i3

14

15

16

17

18

19

20

21

22

23

24

25

Stirewalt didn't know about some of the changes. Then we
have Mr. Plunkett, who says volume 5, transcript page 1024,
talked about the changes in the software program, the
meetings that are being taken place are taking place today,
and I'm not sure whether it's today or fairly shortly, but
it's soon, and the changes in the software.

Really, what's going on? Where are we at this
point? So again I start off with the same question. Could
you please give us a summary statement of exactly what it is
that we're being asked to consider today?

THE WITNESS: I'd be glad to. I'm not a systems
engineer, so this will be a nontechnical description by its
nature.

COMMISSIONER LeBLANC: But you are the policy
witnesses.

THE WITNESS: That ig correct.

COMMISSIONER LeBLANC: Thank you.

THE WITNESS: As I've indicated in previous
responses, the system that's being used for the market test
and which was used for the operations test was a
proof-of-concept system. Technically speaking it was
designed to prove the concept and to allow low-volume usage
of the Mailing Online system. Obviously for the Postal
Service to offer a full-scale nationally implemented version

of Mailing Online such a proof-of-concept system would not
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be suitable.

The technical design of a system that would meet
the rigorous requirements that the Postal Service technical
experts, the IT folks in the Postal Service, require of such
a production-level system have as I understand it
necessitated a revision of the original architecture of the
system, and I think the substantial changes that are being
talked about are not so much in the nature of changing
what's being offered for the service but in how it's
configured in a technical sense, how many sites there are
for purposes of redundancy fail over for disaster recovery,
and I think that that, if I'm hearing correctly, is what
everyone's talking about in the substantial revisions in the
Mailing Online system.

COMMISSIONER LeBLANC: Having said that, then,
could you provide some assessment of the expected impact on
projected costs and benefits from the modifications, or as
you call them, just the changes that are being made?

THE WITNESS: Impact on the cost as compared to
what?

COMMISSIONER LeBLANC: As to where they started
out.

THE WITNESS: I can give you an estimate as I have
it today of what the development of the new system is

projected to cost.
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COMMISSIONER LeBLANC: Please do so.

THE WITNESS: The estimate that I have in hand for
the development of this what we're calling Version 3 of
Mailing Online is somewhere in the neighborhood of $3-1/2
million.

COMMISSIONER LeBLANC: Is that 3-1/2 million more,
or is that just 3-1/2 million now?

THE WITNESS: That is $3-1/2 million.

COMMISSIONER LeBLANC: Okay.

THE WITNESS: Now that is an estimate. It hasn't
been analyzed. 1 only received it in the past few days.
But that's the estimate that I have in hand.

COMMISSIONER LeBLANC: Do you envision any major
changes in benefits that you offer to the general public as
well as maybe down the road commercial mailers or anybody
elge? I mean is anything changing there?

THE WITNESS: Because of the system design, you
mean?

COMMISSIONER LeBLANC: Yes.

THE WITNESS: The changes -- to answer your
question directly, no. I think the changes that are being
made are changes to offer the benefitg of reliability and
dependability and what pecple would expect from the Postal
Service in terms of availability.

COMMISSIONER LeBLANC: Availability to what?
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THE WITNESS: To the website.

COMMISSIONER LeBLANC: To the original starting
point or to the Mailing Online?

THE WITNESS: What I meant to say was that the --
I think that the American public when they use the Post
Office online system will expect to see it there as they do
the post office on the corner when they go there to go to
it.

They don't expect it to be experiencing technical
difficulties so that it can be down for a couple of days,
technically down, and they can't use it. It needs to be
dependable and reliable and technically there all the time.

COMMISSIONER LeBLANC: And that will not affect
the Mailing Online as far as you can see it?

THE WITNESS: Only in making it more reliable and
dependable.

COMMISSIONER LeBLANC: OKay. Thank you very much.

CHAIRMAN GLEIMAN: Can I ask a question?

COMMISSICNER LeBLANC: Now we have -- the Chairman
has a question also for you, and then our newest
Commissioner, Commissioner Covington, being a new kid on the
block, would like to --

CHAIRMAN GLEIMAN: He can go first.

COMMISSIONER LeBLANC: -- being a new kind on the

block has some clarifications on his part that he would like
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to have from you.

Commissioner Covington.

COMMISSIONER COVINGTON: Thank you, Mr. Chairman,
for your deferment and I would also like to thank the
Presiding Officer for giving me a moment to figure out in
what direction I am supposed to be headed today.

I guess you can probably tell, Mr. Garvey, I am
just about as thrilled as a hog in slop to be considering
all this mail classification and other pertinent issues, and
I had made it up in my mind that I felt that since I am
taking the plunge I needed to f£ind out on way down whether
the swimming pool was full enough to take me as I dive in or
whether I am going to suffer some kind of spinal or
muscular-skeletorial damage.

I have taken the liberty of reading vyour
autobiographical sketch and I would imagine with your having
served, illustriously we would hope, 25 years for the United
States Postal Service, I would imagine that they feel quite
sure that you are the right man for the right job at this
time as it relates to policy and the gervice that we are
discussing here today.

For my clarification I would like to first £find
out if you are still what they say -- that you still serve
as the New Business Initiatives Group Program Manager in the

Marketing Department of the United States Postal Service?
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THE WITNESS: Yes, I do. I hesitate because there
is a reorganization within the Postal Service underway and I
am not exactly certain.

[Laughter.]

COMMISSIONER COVINGTON: Well, hopefully -- well,
it would be my sincere wish that it would be something a
little bit more shorter so you could at least fit it on your
average business card.

[Laughter.]

COMMISSIONER COVINGTON: &2And I also notice where
you have been charged with the responsibility of managing
and more or less overseeing the development of the Marketing
Online project, which states that it is supposed to be a
strategy that has been designed to provide small businesses
with convenient Internet access to First Class and Standard
Mail. Correct?

THE WITNESS: Yes.

COMMISSIONER COVINGTON: All right, so since I
have been here I took it upon myself, Mr. Garvey, to, number
one, find out what the current status is with the Mailing
Online process or procedure, and I am kind of glad that the
Presiding Officer asked you to summarize a statement as to
where we are now and it's kind of ironic when I saw the
initial direct cost, you know, you all were projecting one

point -- a little over one point something million dollars
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and now we are up to three, so I can see that something is
going on in the experimental phases, and we would hope that
it is going to really have a profound impact on everything
from your software initiative to the service you want to
provide overall, you know, to the customers.

But what I did was I have here a schematic or
gomething of a diagram, and I wanted you to glimpse this or
lock at it a minute and then I had a few questions I wanted
to ask you from there.

THE WITNESS: Certainly.

COMMISSIONER LeBLANC: If anyone in the audience
would care to look at the schematic, it should be on the
table.

Margaret, where did you -- she will be having it
out available for anybody that needs to look at it.

Don't forget the Commissioners, Margaret.

MS. CIGNO: I would never forget you.

COMMISSIONER COVINGTON: Okay?

THE WITNESS: Yes.

COMMISSIONER COVINGTON: All right. Mr. Garvey,
now that you have had a chance to look at the diagram, I
would like to think, or I would hope that what I presented
you with should be an accurate portrayal of the way files
will be generated by the Mailing Online orders that are

going to be submitted to the printer.
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THE WITNESS: These would be good representations
of that, yes.

COMMISSIONER COVINGTON: Okay. Now, if you will
notice, for customers 1 and 2 on the far left hand side of
that page, that is individualized with the merging text, I
would imagine, that will go with the address list out at San
Mateo. You can see, I guess, that several merged orders can
be batched, or, that is, they can be combined into a single
presorted mailing, and, as I understand it, the letters that
do not need to be individualized will be sent directly in to
the printer, but that they cannot be batched. Thus, I am
assuming, on the right side of the schematic, the orders
customers 3 and 4 have submitted will be treated as separate
mailings.

Now, what I am agking you, is this a correct
representation of how the Mailing Online process is going to
be handled once everything gets to the processing center?

THE WITNESS: Currently, this is the way the
Mailing Online system functions, yes.

COMMISSIONER COVINGTON: Okay. So it is safe to
assume that that is the way it is now. Now, what I would
need you to kind of clarify for me, or make me feel a little
bit more at ease with, is I need for you to explain to me
why non-merge orders can't be batched.

THE WITNESS: Qkay. The reason that merged orders
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are able to be batched today is because, for a mexrge
document, each address creates a document. Those document
files can then be functiocnally merged prior to all of the
document files being sent to the print site. To conserve
system resources and network space, I guess you could call
it, non-merge jobs currently are sent as a single document
along with an address list and, at the print site, a
document is produced for each cne of those addresses.

This is the way the system is currently designed
because it was easy to do it that way, and with the proof of
concept system, it functioned well enough to get us where we
needed to go.

COMMISSIONER COVINGTON: Thank you, Mr. Garvey.

COMMISSIONER GOLDWAY: That response seems to
imply that there will be a change in the experimental phase.
You keep underling in your comments, this is the way it is
now, and I recall previously that you said you are
reconfiguring the software to function more reliably, but
these emphases seem to indicate that you are reconfiguring
the software to do more tasks as well.

THE WITNESS: Yes. The ultimate design of Mailing
Online has always been that we would do the best job of
commingling that we could within different shapes of mail,
so that, ultimately, what we would like to see is one mail

stream composed of all letter size pieces, and one composed

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

of all flat size pieces. This is, technically speaking, a
difficult thing to do, but it is our ultimate goal. As I
have indicated in my interrogatory responses, the technical
designers have been charged with that task, to find a way to
do this.

It would be my hope that that technical change
would be available for the experiment. We are not certain
that that will take place, because, ag I indicted,
technically speaking, it is a difficult thing to do, but it
is a goal towards which we will work.

COMMISSIONER GOLDWAY: But the response yesterday
was that changes are going to be implemented quickly enough
that we will get certain data within the next few weeks,
that we thought we would get yesterday or a week ago. The
implication being that whatever changes were being made were
going to be implemented very quickly. Now, you are saying
gomething different.

THE WITNESS: Don't let me be misunderstood that
the changes indicated yesterday are not being made. They
are being made, but they are being made to the existing
system, which, as I indicated, is an upgraded proof of
concept system, and the changes are being made to allow the
collection of data and the provision of that data to the
Commiggion.

COMMISSIONER GOLDWAY: So this change in
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architecture that you are talking about is different from
the changes that are being made to the current system for
data?

THE WITNESS: Absolutely different, yes.

COMMISSIONER GOLDWAY: Okay. Can I ask one other
question? In these new changes that you are contemplating,
that include greater ability to consolidate files, and
handle multiple files, actually, in one transaction, would
it then also be possible to make finer distinguishing
measurenents for postage costs? Your answers to Notice of
Inquiry number 1, Issue 3, say that the use of average rate
is critical to the completion of a transaction in a single
web site visit, which led me to believe that there were
limitations in the software program regarding price. So is
this new software going to allow you to algo charge
different customers different rates based on quantity or
gsorting?

THE WITNESS: I think the relationship between
what is charged to the customer during the online
transaction and what we could charge them is impacted by the
concept of batching. The batching and presorting of the
customers' jobs occurs at the end of the day, basically, and
that can be many hours after the customer has logged on and
submitted their job. So what depth of sort we might achieve

and what possible Postal rate we could offer customers based

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

upon that commingling and combining is not known until
possibly long after they have logged off and gone away.

Technically speaking, it would be possible to
charge many different rates, multiple rates to the customer
online. The problem with that is we don't know what the
ultimate rate they should be charged until, as I said,
perhaps long after they are gone.

COMMISSIONER GOLDWAY: They could place an order
and you could e-mail back, or, in the network, mail back
four or five hours later what the --

COMMISSIONER LeBLANC: Could you speak up,
Commissioner Goldway? I'm sorry.

COMMISSIONER GOLDWAY: They could place their
order and you could respond at the end of the day with what
the cost would be, under -- even under the current system,
you are saying, if you wanted to?

THE WITNESS: If we were going to allow customers
to not pay for the job at the time that they submitted it,
we would be able to introduce some kind of a notification
system allowing them to notify us and send payment. The
problem is that we have a requirement to have payment for
postage in hand when we take the mail, at least today, in a
physical environment. And I think the assumption of Mailing
Online is that we have the same requirement in an Internet

environment. So we have to take the money from them at the
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time they submit the mail.

COMMISSIONER GOLDWAY: OQkay. 8o that is not a
software issue then?

THE WITNESS: It is a timing issue.

COMMISSIONER LeBLANC: Commissioner Covington has
a follow-up, Mr. Garvey.

COMMISSIONER COVINGTON: Mr. Garvey, to follow-up
what my colleague, what Commissioner Goldway just asked,
number one, when you talk about -- is architecture and
configuration one and the same?

THE WITNESS: As I said, I am not a technical
engineer, so I can't --

COMMISSIONER COVINGTON: I know, you are not a
systems person.

THE WITNESS: I can't make a technical designation
there, but --

COMMISSIONER COVINGTON: Well, let me ask you
this.

THE WITNESS: Could you give me a context
question?

COMMISSIONER COVINGTON: All right. Let me ask
you this. As I understand it, the primary objective of the
Service is that it is going -- as far as accommodation, it
still -- or would I be out of line to think that it is still

going to serve the largest percentage of households or
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people that have PCs?

THE WITNESS: Oh, vyes.

COMMISSIONER COVINGTON: Okay.

THE WITNESS: Yes. The change in configuration or
architecture, whatever you want to call it, will be
transparent to the end user at their PC. The difference
would be in speed and reliability as they see it on their
browser.

COMMISSIONER COVINGTON: Okay. But then we can't
-- you can't clearly know or project whether the costs are
going to be decent, you know, extravagant, or whether most
pecople are going to be at ease even benefitting from the
service as it is right now? In other words, what
limitations do you see with John Q. Public wanting to
benefit from this service?

THE WITNESS: Due to the change in platform, you
mean, or configuration?

COMMISSIONER COVINGTON: Yes.

THE WITNESS: I think it has been part of our goal
all along to make sure that we weren't going to gpend so
much that the system would cost too much, both from our
perspective and from the customers' perspective. We are
trying to offer both convenience and economy. I don't
believe that the change in the price of development of the

system will materially affect what we have to charge. If it
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does, we need to revisit. But, as I said, we have just now
received the numbers, we haven't processed them. We don't
know what the ultimate effect.

I can say, however, that I think that the
development of any Internet or web-enabled service, as I
understand it, is far below the cost of constructing any
kind of an analog or physical system which would do the same
thing. We are all aware of what Amazon.com has done, and
they started on a shoestring.

COMMISSICONER COVINGTON: But then, in light of
that, since you undertook this initiative, the Postal
Service direct costs have already doubled.

And I am not trying to say that this is going to
get to a ceiling point to where you don't want to stick your
head through and lose your neck, but I'm saying, you know,
when you start talking about availability, you start talking
about accommodation to the customer, the overall objective I
would like to think would be to do it so the feasibility and
the economic benefits are still going to be there.

THE WITNESS: I would absolutely agree, but if I
might make an analogy, if you construct a fleet of Greyhound
buses with Volkswagen engines, it might be economical, but
your bus fleet is not going to last very long and your
customers won't be very happy. 8o I think it's important --

COMMISSIONER COVINGTON: Depending on the size of
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the customer.

[Laughter.]

THE WITNESS: I think it's important when
designing the system from the beginning that you keep in
mind the ultimate needs of all of your customers and what
their real requirements will be.

COMMISSIONER COVINGTON: Thank you, sir.

COMMISSIONER LeBLANC: Before we get to the
Chairman, I want to make sure that Commissioner Covington
had asked that we have that schematic put in as a
crogss-examination exhibit, and we will mark that PRC-X-1,
and I will give two copies to the reporter, ask that it be
transcribed into the record.

[Cross-examination Exhibit No.
PRC-X-1 was received into evidence

and transcribed into the record.]
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Batching and File Generation of Merge and Nonmerge Orders (jobs) Submitted to Mailing Online

‘or purposes of this schematic all orders are 1 page, B&W, 8.5 x 11, Standard (A) documents submitted the same day

MERGE (individualized) ORDERS
Body of Letter Address List Body of Lettar Address List
temr A, Addraasee 1 Dear * Addrossee 1
You are cordially Thank you for your *
wited to the opsning Addresses 2 Interast in the
1 Urban Sprawt: A {position of CEO. Addressee 400
letrospectve at Pinky Addreasee 3 Unfortunately
at Gallery...
v
Addresses 150 \

51 geparate files sent to printer
{150 letters, 1 address list}

N/

401 separate files sent to printer

/

(400 letters, 1 address list)

Orders BATCHED together
550 pieces sorted to greatest
depth possible

NONMERGE ( individualized) ORDERS
Customer 3 - Nonmerge order Customer 4 - Nonmerge order
Body of Letter Address List Body of Letter Address List
Sale, Sale, Sale Addresses 1 Grand Qpening _II!I Addressee 1
Don't Miss It + TONY BOLOGNA'S \;
Addressee 260 OLD WORLD DELI Addressee 200

2 separate files sent to printer
{1 letter, 1 address list)

260 pieces sorted to greatest depth possible

2 separate files sent to printer
{1 letter, 1 address list)

200 pieces sorted to greatest depth possible
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MR. WIGGINS: Mr. Presiding Officer, while on that
subject, I recalled that I neglected to provide to the
reporter and ask that there be transcribed into the record
the cross-examination exhibit that I used with Ms.
Rothschild.

COMMISSIONER LeBLANC: I was going to ask you
about that.

MR. WIGGINS: And that testimony is not going to
be clear in any event, but it's going to be a whole lot more
murky without the document.

COMMISSIONER LeBLANC: Well, let's wait one
second, if you will, Mr. Wiggins.

MR. WIGGINS: When it's convenient.

COMMISSIONER LeBLANC: That will be transcribed
into the record, Mr. Reporter.

Now our Chairman has some questions, Mr. Garvey.

Do you want to go ahead and get that?

All right, we won't forget, then we'll go ahead
and take yours into evidence right now.

MR, WIGGINS: What would you like me to call ig?

COMMISSIONER LeBLANC: That's up to you. I can't
make your case for you, Mr. Wiggins. Call it whatever you
will, PB-X-2.

MR. WIGGINS: And I apologize for being out of --

COMMISSIONER LeBLANC: Now do you want that
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inserted now in the record or do you want it at the
appropriate place as per the colloguy with the witness?

MR. WIGGINS: I think it would probably make sense
to have it adjacent to my interrcgation of her.

COMMISSIONER LeBLANC: Mr. Reporter, can you take
care of that, please?

And you want that transcribed and admitted into
the evidence or just transcribed, Mr. Wiggins?

MR. WIGGINS: I believe she testified as to the
accuracy of the numbers. I'd like to have it admitted.

COMMISSIONER LeBLANC: Any problem with that --
where did he go -- Mr. Hollies?

MR. HOLLIES: That's fine.

COMMISSIONER LeBLANC: Okay. Now we having all
that out of the way, our Chairman, Mr. Garvey.

CHATRMAN GLEIMAN: Mr. Garvey, Mr. Hollies, am I
being heard today? Just want to make sure.

Commissioner LeBlanc started the questioning by
mentioning the references yesterday to significant changes.
Actually the terminology used yesterday was orders of
magnitude, which is in my mind more than significant, but
let's not quibble over the words there. But separate and
apart from the systems changes that are apparently taking
place that are on order of magnitude as, you know, from

operational to market test, and now market test to
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experimental, there were some other changes that are
significant in my mind also.

For example, in his response to NOI-1, Mr.
Plunkett implied and we had some back and forth about it
that the Postal Serviée was not going to pursue the offering
of the DMBC discount during the experimental phase of the
case, and when I questioned him I said -- he presented it
accurately, and I think I understood him that, you know, the
case that the Governors sent over is the case that the
Governors sent over. But you're the policy guy, and when
push comes to shove, the Governors are going to ask you what
about this DMBC discount that we sent over to the Rate
Commission some time ago.

Do I understand correctly that the policy person
at the Postal Service feels that at this juncture during the
experimental case the Postal Service will not pursue
offering of DMBC discounts?

THE WITNESS: You understand correctly.

CHAIRMAN GLEIMAN: You mentioned a moment ago that
this whole change that was taking place reconfiguration,
redesign, whatever you want to call it, was because you
wanted to make sure that the customers got from the Postal
Service what they've‘learned to expect, which is the
consistency that they get by having that corner post office.

Of course there are thousands and thousands of corner post
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offices that aren't there anymore, but separate and apart
from that, do I understand correctly that this is all
Internet-based, this whole system?

THE WITNESS: From the customer's perspective,
yes.

CHAIRMAN GLEIMAN: Do you control the Internet?

THE WITNESS: Absolutely not.

CHAIRMAN GLEIMAN: Is it likely that there could
be some, 1f you will, temporary suspensions of service on
Mailing Online akin to perhaps the facilities going out at a
small rural post office that requires a sign to be placed on
the door? I mean -- I know sometimes I have trouble getting
on the Internet. Sometimes I have trouble and have to wait
while the little thing whirls and, you know, flashes up on
the right-hand corner of the screen while I wait to get on
the Post Office's home page.

I mean, what you're doing really isn't going to
assure the consistency of people's access, it's only going
to assure that once they get on, you hope, assure that once
they get there to the front door that the front door can be
opened and --

THE WITNESS: That's correct. To use my previous
analogy, if the street in front of the post office is torn
up, there's nothing we can do about it, but we can have the

door open and be there to serve the public.
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CHAIRMAN GLEIMAN: I just wanted to make sure I
understood.

You analogized when you were talking to
Commissioner Goldway to the situation that exists now with
hard copy, the traditional hard copy mail where, you know,
you've got to put the money down when you put the mail down
on the counter. 1Isn't there some type of a system that you
all have where people have something called advance deposit
accounts and they present mail, and after it's checked by
the acceptance clerk, money is drawn down from the advance
deposit account?

THE WITNESS: Yes, there is.

CHAIRMAN GLEIMAN: And if a mailing is presented
to the Postal Service and portrayed as meeting certain
conditions that would provide for a lesser than the full
rate for that particular type of mail and the acceptance
clerk finds that the conditions have not been met, then the
acceptance clerk indicates so, and more is drawn out of the
advance deposit account than the presenter of the mail might
have thought was going to be drawn out of there?

THE WITNESS: That is correct.

CHAIRMAN GLEIMAN: And I assume on the flip-side
of that that if somebody did more presorting than he or she
thought they did when they presented the mail, you might

even take legs money out of the advance deposit account?
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THE WITNESS: It's conceivable.

CHAIRMAN GLEIMAN: The point is that there is a
system now where people can put money in an account and the
account and the mail, the makeup of the mail, is reconciled

later on relative to whether they get certain discounts or

not.

THE WITNESS: Yes, that is true.

CHAIRMAN GLEIMAN: Thank you. That system works
well. It hag been in place a long time?

THE WITNESS: It has probably been in existence
longer than I am aware of, but I might point out also that
for the majority of time that system has been in existence,
those accounts are represented as local accounts, and
deposits have to be made at a local post office.

CHAIRMAN GLEIMAN: Are you going to have a system
that ties all the local post offices in the country
together, something called POS-1, the Postal Service?

THE WITNESS: I understand that we are, yes.

CHAIRMAN GLEIMAN: Thank you.

COMMISSIONER LeBLANC: Mr. Garvey, I think what we
will do here is we will take a break for 15 minutes, and we
will be back at 25 minutes 'til 4:00 according to that c¢lock
on the wall.

We will start with -- three people have asked for,

three participants have requested oral cross examination, of
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which the Mail Advertising Service Association will be here
tomorrow morning, and that leaves the Office of the Consumer
Advocate and Pitney Bowes, and we will start with Pitney
Bowes at 25 minutes to 4:00.

We are off the record, Mr. Reporter.

[Recess. ]

COMMISSIONER LeBLANC: Ladies and gentlemen,
including the bench, we are Jjust about ready.

Mr. Reporter, are we on the record? Okay.

Mr. Wiggins.

MR. WIGGINS: Thank you, Mr. Presiding Officer.

CROSS EXAMINATION

BY MR. WIGGINS:

Q Mr. Garvey, I am Frank Wigging. I am here
representing Pitney Bowes.

While you still have fresh in mind, and we all
have freshly in front of us, the elegantly done schematic
here concerning merging and the like, I would like to
inquire some of you on that topic.

You gay in response to Interrogatory 2 propounded
to you by Pitney Bowes, if you would 1ike to get that in
front of you --

A I have it.
0 You suggest that in the fullness of time, and I

think you said this in response to a question or two from
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the bench, you anticipate merging -- or I am sorry, batching

more documents than are at present being batched. 1Is that

right?
A That is correct.
Q And at present only merged documents are batched,

is that right?

A Only documents that are created as mail merge
documents are batched -- are merged and batched. Yes, that
is correct.

Q Obvicusly, only documents that are merged are
merged, but the only documents that are batched are those
that are merged, right?

A Yes.

Q Okay. Do you have a notion of how long into the
future that condition is likely to obtain?

A As I think I responded earlier today, we are
looking to have that changed as soon as possible and it may
change in an incremental manner.

Q So you don't know?

A I do not know. We would like to have it change at
least partially by the time the experiment begins, perhaps
completely by then.

Q But that is what you would like. Do you have a
basis for giving us a sound projection of when it ig likely

to happen?
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A Unfortunately, I don't.

Q Okay. You talked when last you were before the
Commission with Mr. Costich about the reports that are
prepared for the Postal Service by Price Waterhouse

concerning the Mailing Online project. Do you remember

that?
A Yes, I do.
Q You are familiar with those documents?
A Yes.
Q The Postal Service recently in Library Reference

24 provided an updating of the previous lot of those
documents.

Are you familiar with those updated papers as
well?

A Yes, I am,

MR. WIGGINS: Mr. Presiding Officer, I would like
to show the witness and provide to anybody else who wants
one one page of the Price Waterhouse report, if I might.

COMMISSIONER LeBLANC: Please.

BY MR. WIGGINS:

0 The document that I have shown to you, Mr. Garvey,
purports to be the Mailing Online report, program total, as
opposed to split down between the two locations for AP week
number 2, July 25 through July 31. We are both locking at

the same document, right?
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Q Okay. And you talked with Mr. Costich last time

A Yes.

about the report of merge features, which is about
three-quarters of the way down the page. And this shows
year-to-date jobs, 13 percent mail merge, 87 percent
non-mail merge. Do you have any reason to believe that that
report is inaccurate?

A My answer would be that this report is incomplete.
I am sure that, to the extent that it reflects collected
information which is shown on these percentages, it is
correct. But all the mail merge or non-merge
characteristics, I don't believe were gathered during the
period of this year-to-date pericd.

Q Is that why on every report subsequent to this
one, subject to your check, of course, but this is the way I
saw it in the Library Reference, you quit reporting this
information, didn't you? Or Price Waterhouse -- you
directed Price Waterhouse not to report it anymore?

a We have not directed Price Waterhouse to not
report it, no.

0 Every report following this one, in the wversion of
the Library Reference that I collected from the docket room,
said N/A, where here there are the percentage numbers. Can
you explain to me why?

A And I believe if you check previous reports
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earlier in there, you will find that they indicate the same
N/A.

Q No, but there is no information reported on mail
merge following AP 12, week 2. Am I wrong about that?

A I would have to check it to be sure, but you will
find in earlier reports in the year, it is not corrected
either.

Q I am not really interested in earlier reports, I
am interested in the reports subseguent to this one.

MR. WIGGINS: And I would appreciate, Mr.
Presiding Officer, if the Postal Service would make good on
the witness' wvolunteering to check that information.

COMMISSIONER LeBLANC: Mr. Hollies.

THE WITNESS: Subject to check, I will say that it
is true. I won't deny it now.

COMMISSIONER LeBLANC: Let's make sure we are
clear on the gquestion, Mr. Wiggins. What are you
specifically asking here, so we know?

MR. WIGGINS: Is there, in the report, for any
week following AP 12, week 2, information reported
concerning the proportion of jobs that were mail merge and
those that were non-mail merge?

COMMISSIONER LeBLANC: Mr. Garvey.

THE WITNESS: I am sorry, could you repeat the

guestion?
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MR. WIGGINS: Sure.

BY MR. WIGGING:

Q There is a place on this report, as I say, under
the heading Merge Features, about three-quarters of the way
down the page, where there is a row that says Mail Merge and
a row that says Non-Mail Merge, in this document there are
reported, for the year-to-date, 13 percent mail merge jobs
and 87 percent non-mail merge jobs. By my review of the
other documents associated with Library Reference 24, there
is not, subsequent to this report, any information given
concerning that relationship, the percentage mail merge and
non-mail merge. Instead, there appears on those lines the
letters N, the symbol slash, and the letter A, which I take
it to be not available or not applicable, or just not. 2and
I am asking you to check and confirm whether my review of
the documents was accurate in that regard.

COMMISSIONER LeBLANC: Mr. Garvey, any problem
with that?

THE WITNESS: No, I will be glad to do that.

COMMISSIONER LeBLANC: Fine. Thank you.

MR. HOLLIES: Excuse me. I believe the witness
hag a copy of the Library Reference there and this could be
accomplighed right now.

COMMISSIONER LeBLANC: Would you take a moment,

Mr. Garvey, and take a look through it, please?
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This is only on the Library Reference, Mr.
Wiggins, is that correct?

MR. WIGGINS: That is absolutely correct, yes.

[Pause.]

THE WITNESS: I can confirm that what Mr. Wiggins
says 1is correct.

BY MR. WIGGINS:

Q Do you know why, Mr. Garvey, the reports
subsequent to the week ending July 31, '98, no longer report
that information?

A I don't know precisely why. We indicated in our
response, when we gave you the Library Reference, there is
inconsistent data that is being worked out, and, as you will
also notice on the report, there are lines on there that
have never had data on them due to our inability to collect
and report some of that data.

Q Well, but this is information that you at least
episodically were able to report and then you globally quit
having that report. Is there a reason for that?

A I am sure there is. I don't know what it is at
the moment.

Q Had you not noticed -- do you customarily review
these reports?

A Yes, I do.

Q Had you not noticed that that was a piece of
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information that quit appearing before you?

A Frankly, no, I hadn't.

Q You told me just a little bit ago that you were
interested, that you found it highly desirable to increase
the extent to which you were able to batch mail, correct?

A That is correct.

Q And at present, these numbers tell you the extent
to which you are able to batch mail, because you only batch
merged jobs, correct?

a Could you separate that question into two
questions, please?

Q Yes. You have testified to me a little bit before

that the only mail that is batched is merged mail, is that

correct?
A Currently, that is true, yes.
0 Yes. And that this report which tells you how

much mail is merged also tells you how much mail can be
batched, is that correct?

A That is correct.

Q And you want to batch more mail, I mean that is an
important thing to you, is that correct?

A That is correct.

Q And yet you failed to notice that the information
about how much mail you could batch was being provided to

you by Price Waterhouse?

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{202) 842-0034




A That is true insofar as it goes. The inability to

batch is not going to be cured or speeded up by noticing how

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

much can be batched today.

Q Because it requiresg a more elemental revision to
the scftware, is that right?

A That is correct.

0 Which you hope is going to happen sometime
relatively soon, but you don't know? Ig that correct as
well?

A I do not know. I have testified to that.

Q In your answer for the Postal Service to the
Commission's Notice of Inquiry Number 1, Issue 3, if you
would like to get that in front of you --

A I have it.

Q -- you essentially concede the point that Pitney
Boweg has been trying to make, that those who have mail
functionally equivalent, I think is the word we used in a
brief, to that of Mailing Online, ought to be accorded the

same discount structure, right?

A It says so in here, yes.

Q Well, do you believe that to be right?

A Yes.

Q You testified to it under oath in this paper,
right?

A I testified to the fact that the Postal Service
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believes that functionally equivalent services should be
considered for the same discount. I testified nothing about
Pitney Bowes though.

Q No, noc, no, no -- I understand that.

When you say considered for, aren't you willing to
go a little bit further than that and say so long as we
could come to agreement about what is functionally
equivalent -- not considered for -- given the same discount,
isn't that right?

Y I am not at liberty to make that policy statement
for the Postal Service.

Q I am asking you your opinion as the policy guy, as
the Presiding Officer put it, for the Postal Service on
Mailing Online, what is the right outcome in your view, as a
policy guy?

A My view is as stated in the answer to this that I

think, I personally think, that it should be considered.

Q Not given? Not granted but considered?
A I can't, I don't have the power to grant.
Q I understand. I am not asking you to give me

anything right here today except your opinicon, and I am
asking you what your opinion is, and you say your opinion is
consider it and I am asking does your opinion go further
than that, not just considered but granted?

I don't know what "considered" means.
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A As solely my opinion --

Yes.

A -- all other considerations of the Postal Service
aside, it would be my opinion that that would be true, ves,
that it should be granted.

Q Thank you. You set out beginning at the bottom of
the first page of your answer on Issue 1 of NOI Number 1 a
series of criteria in your words "necessary to establish
functional equivalents" -- and I would like to walk through
these with you and make sure that I understand not only what
they are but why they are, in your view, the right tests.

The first says automation compatible, as a first
element.

Is there anything other than 100 percent
standardized addresses and barcodes on all mail pieces,
which is the next part of that sentence that you would
require in terms of automation compatibility of a mail piece
in order to qualify it for the grant of a discount
equivalent to that?

A I would state that the Postal Service has specific
standards and requirements for automation compatibility, and
I could not wvary those.

Q Ckay, so I would -- I would look at the DMM in
E080 or whatever the heck it is and apply those standards to

my mail and you would apply them to MOL Mail, is that right?
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A That's correct.

0 And we'd both meet, we would both have the same
bar to clear in establishing our eligibility, 1is that right?

A I think that is the intent, yes.

Q Yes. Whatever the DMM says -- it's good for you,
good for me. Okay?

A Yes.

Q Thank you. The next one, Number 2, on your Hit
Parade is commingling and batching of like mail pieces.

You have just told me that MOL does not do that

universally. Would you require Pitney Bowes or another

competitor to do it universally in order to qualify for the

digcounts?
S As indicated here, yes.
Q Well, now why is that fair? Why is it that your

competitor ought to have to satisfy a standard that the
Postal Service does not in order to get eguivalent
treatment?

A I don't believe the Postal Service has ever made
the claim that we were completely able to do the commingling
and batching that is intended in the ultimately Mailing
Online system.

As is frequently the case, mailers or
organizations such as Pitney Bowes will come to the Postal

Service and propose that something is a worthwhile idea and
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we work with either those mailers or organizations to make
it happen. That frequently involves flexibility on both
sides.

Q You certainly have done that with Pitney Bowes
over time and my client appreciates it. I am not trying to
denigrate the generosity of spirit of the Postal Service in
most particulars, but I don't understand why you are getting
so parsimonious here all of a sudden.

You are willing to treat yourself with this
open-minded generosity in experiment, in moving forward to
something that you think is going to be overall better for
both the Postal Service and the public, but you are not
willing to help Pitney Bowes do the same thing. Why is
that?

A I don't believe I ever said we weren't willing to
help Pitney Bowes do that.

Q I think you just said, didn't you, that you were
going to require of my client commingling and batching that
the Postal Service does not require of itself. Did I get
that wrong?

A You did. I indicated that what I said in my
response here was that full functional equivalence to
Mailing Online would require these elements.

Q I see, but is it not your position that full

functional equivalence is required for entitlement to the
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same discounts that the Postal Service is according itself?

A Yes, that's correct.

Q It is correct. You demand full functional
equivalence.

A Under this circumstance and under what we are

talking about here, yes.

Q Okay, well, I mean I am not trying to fence with
you here, Mr. Garvey. I want to understand first what your
notion of the requirement is and then I want to understand
why, and what you are saying to me, if I have it right now,
is that you are going to require of a competitor, and we'll
use Pitney Bowes as an example, you are going to require of
Pitney Bowes something that you will not require of the
Postal Service in order to get the same schedule of economic
benefit discounts, is that right?

:\ In a fully-implemented Mailing Online system, that
would be correct, ves.

Q Well, how about tomorrow? You know, Pitney Bowes
is looking, taking a real hard look, at doing some of these
things to a greater extent than it does today, and part of
what is going to inform whether, you know, it starts moving
in that direction is what it's going to have to pay the
Postal Service.

When I call them this evening or tomorrow morning

after we are through, I got to say te them, hey, Pitney
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Bowes, this is what Mr. Garvey thinks. What about tomorrow,
Mr. Garvey?

A I can't speak for tomorrow.

Q Well, can you explain to me why you think it the
right outcome as a policy guide for Mailing Online that the
Postal Service gets one get of benefitg and you deprive your
competitors of equivalent benefits tomorrow?

MR. HOLLIES: Mr. Presiding Officer, I would like
to object to this line of questioning at this point. 1In
essence, what counsel is getting into is he's asking for
legal opinions from this witness, who is not a lawyer, and I
think that's why we're being stymied.

This case is about the request made by the Postal
Service which has specific DMCS language in it, and it is
the case that Pitney Bowes would nct be, as it were, let in
the door pursuant to that language; and of course, it's also
possible that in its direct case, Pitney Bowes will make a
separate request or separate proposal which would let it in
the door.

The line of qguestioning is in some sense
unnecessary. I think this is unnecessarily strained, and
it's because these legal issues are interfering. The bottom
line as stated in the response of Mr. Garvey to the notice
of inquiry is that we're trying to create a level playing

field, and if everybody is playing by the same rules on the
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same field, we would open the door up to anybody who wanted
to be let in.

This particular line of questioning has to do with
the fact that Mailing Online is not yet mature. We are here
to -- we have requested authorization to conduct an
experiment as it matures, and we would expect that as part
of any permanent -- request for permanent service, as is
indicated in some of these responses, that would be an
appropriate time to make sure that the playing field is
level as defined by the DMCS if that has not occurred prior
to that time.

COMMISSIONER LeBLANC: Mr. Wiggins, do you care to
comment ?

MR. WIGGINS: Sure. I will certainly stipulate
the immaturity, Mr. Presiding Officer, and I will point out
to you just that this witness has said -- and this is an
important point to my client. I mean, we have been
advocating this. He said that it's only fair -- and it's
not a legal question; he's a pelicy guy and he's making a
policy judgment here -- it's only fair that people who have
mail functionally equivalent to that of Mailing Online get
the same discounts, and I'm trying to explore with the man
how that's going to work. And what he's saying to me is
that he didn't mean it and that he's going tc require of

Pitney Bowes, for example, things that he would not require
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of the Postal Service in order for that eligibility, and I'm
trying to explore that. It seems to me that's a
fundamentally important point.

COMMISSIONER LeBLANC: Mr. Garvey, you are the
policy witness, are you not?

THE WITNESS: I am, indeed.

COMMISSIONER LeBLANC: And he was talking direct
to your testimcony and your responses to issues to the NOT,
was he not?

THE WITNESS: He was.

COMMISSIONER LeBLANC: Then under the
circumstances, you can -- the objection will be overruled
and you will answer as best that you can based on your
policy position with the Postal Service.

Now, 1f it is a legal issue, you say that you're
not in a position to know it if it's a legal issue, whatever
you may want to call it, counsel will be in a position then
to either argue it on brief, he can come back in oral
argument, or Postal Service counsel can change in question
and the redirect this afternoon or whenever that will occur.
But answer to the best of your ability at this time.
Objection overruled.

Move on, Mr. Wiggins.

MR. WIGGINS: Thank you, Mr. Presiding Officer.

BY MR. WIGGINS:
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Q Mr. Garvey, the question is why is it that you
think it's the right outcome as a policy matter that the
Postal Service should be entitled to discount when it does
not universally -- indeed, we just saw evidence that it does
only in 13 percent of the mail pieces -- do batching? You
would require Pitney Bowes to do batching more broadly,
right?

A As stated in the response to this question, it is
the Postal Service's and my opinion that functional
equivalence would enable Pitney Bowes or any other player to
request the same conditions for mailing as Mailing Online.
As you indicate, that does in fact include a discount, but
it also includes some other restrictions, and if you'll read
further down the list, you'll find those.

Q Oh, we're going to read the whole list.

A As stated by counsel, it's not my place to
indicate that such things could be done as part of this case
or proceeding.

Q Well, would it be okay, do you think, if Pitney
Bowes -- as a policy matter, if Pitney Bowes came to you and
said, okay, we'll do batching, but we're only going to do
batching of mail merge pieces, and anything that isn't mail
merge, we're going to present it and we're going to ask for
a discount, we're not going to batch it; would that be okay?

A Would it be okay in what sense?
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Q To qualify for a discount, the same discount that
the Postal Service is giving itself for non-batched mon-mail
merge pieces.

A Well, I would say as an opinion, if it were Pitney
Bowes' ultimate intent to achieve a system that acquired
these characteristics as outlined in this document, that
that would certainly be something worth considering.

Q Pitney Bowesg ought to get the same warm-up period
that the Postal Service is getting in order to make its
system mature; is that right?

A I couldn't make that decision, but I certainly

wouldn't deny that, no.

Q Would you advocate it?
).y Would I advocate it?
Q Yes. Would you advocate to the Postal Service if

that's the right outcome?
A Perhaps with the provision that Pitney Bowes has

had quite a bit more warm-up time than the Postal Service

already.
Q What does that mean?
A Well, as you're aware and as everyone else perhaps

should be aware, Direct Net, the service offered by Pitney
Bowes and claimed as equivalent to Mailing Online, has been
under development and in market for quite some time.

0 So you feature Direct Net as it is now constituted
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as equivalent to Mailing Online; is that your testimony?

A I said it's claimed.
Q Well, what's your assessment? Is it?
A No, as I previously testified, I don't believe

that it's equivalent.

o] Well, if Pitney Bowes came to you and said, by
golly, Mr. Garvey, I believe you have a point there, we're
not precisely equivalent, we've been doing a slightly
different thing, but you guys have such a smart idea here
that we would like to be like you, we would like to have
Pitney Bowes online -- PBOL we call it -- and we want this
warm-up period to do it and get your discount, would you
advocate the discounts in that environment for Pitney Bowes?

A I would advocate taking a close lcck at Pitney
Bowes' proposal.

Q You have no notion of how you would come out on

the merits of it? This isn't very complicated, is it, Mr.

Garvey?
A I'm sorry?
Q This isn't a terribly complicated hypothetical

that I posed for you, is it?

A I don't believe I can make that judgment. I think
that it would have to stand on the merits of the proposal.

Q What about your third factor: sortation to the

finest level of sort possible within batches. Obviously,
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that does not apply to any mail that is not batched; is that
correct?

A All mail is batched. The definition of a batch
for Mailing Online is a quantity of mail that arrives at the
print site ready to be printed.

Q So that it -- in going back to factor two, it's

the commingling part of that that's important; is that

right?
A It's the commingling into merged batches, yes.
Q Well, I'm having a conceptual difficulty here. I

thought that it was your testimony in response to some
interrogatories that merge means melding the document file
and the address file that are associated with any mail
piece. Did I get that wrong?

A No, you didn't.

Q Okay. So that's merging. And define for me, as
you did in an interrogatory, and I think inconsistently here
just a moment ago, describe to me what batching as opposed
to merging is.

A Batching, as I have just mentioned, is preparing a
gquantity of mail that arrives at the printer batched and
prepared to be printed.

Q We have used the term to be defined in the
definition, and that always give me some heartburn, because

it tends to tautology. Can you give me a definition of
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batching that doesn't have batching in the definition?

A Well, perhaps it would help if I used this diagram
Q That would be perfect.
A -- to be illustrative of what will happen in the

ultimate system.
Q That would be perfect. Perfect.
A If we can loock at the diagram --

COMMISSIONER LeBLANC: Excuse me, Mr. Garvey.

Make sure we are on the same sheet of music. You are
talking about the diagram now that was given by Commissioner
Covington?

THE WITNESS: That is correct, PRC-X-1.

COMMISSICONER LeBLANC: Thank you.

THE WITNESS: If you look at the two segregated
groups, the merge orders and then non-merge orders, and on
the left, the lines are drawn down to orders batched
together from the merged orders. Ultimately, what will
happen is that lines will be drawn down from the non-merge
groups as well, and you will end up with a group of lines
which converge at the bottom into merged batched which are
combined by physical characteristics, so that even non-merge
orders consisting of multiple documents will create
documents that are merged into merged jobs, so that your

ultimate mail stream consists of all documents presorted in
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ZIP code order.
BY MR. WIGGINS:

Q And the presortation and ZIP code order is what
you mean when you use the word merge?

A No, that is what I mean when I use the word
sortation, as in item 3.

Q And commingling, as you use that word in your item
2, is schematically represented on PRC-X-1 at what peint on
the left hand side of the page?

A Where your two merge orders come together in a
single batched order together.

Q Right. 2aAnd it is at that point as well that what

you refer to as sortation would occur?

A Essentially, yes, that merged batch is what is
sorted.
Q Right. And must that merged, sorted batch be

presented to a single acceptance point at the Postal
Service? Does this go to a single Post Office, is that part
of the definition?

A Yes.

Q So that you can't have a batch that is going to be
entered at more than one Postal facility, is that correct?

A That is correct.

Q Qkay. And the finest level of sort possible means

what, saturation? High density?
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A The finest level of sort possible is defined by
the batch itself, so that, depending upon the density of ZIP
codes and the quantity of mail pieces, it is sorted to

whatever level is achievable, given that quantity and

saturation -- or density.

Q And how do you know?

A How does who know?

0 How does the person who is going to be accepting
the mail -- and I take it that person who accepts the mail

will be determining whether I have passed the test here,
right? 1Is that correct?

A I don't know what test you are referring to.

Q The test that tells me, ckay, Pitney Bowes, you
have satisfied the Garvey equation and you, too, are now
entitled to the discounts that the Postal Service accords
itself. What's the test?

A Checking the scortation of a batch would be one,
certainly, one step in doing such an analysis, yes.

Q And how would you define -- we are setting up the
rules of the game here, Mr. Garvey, and I want to make the
game operational. I want to know, when I go back to my
office and have to call Pitney Bowes, I want to say this is
what you need to do. And in order to do that, I have to
know what that acceptance person is going to require of the

Pitney Bowes mail in order to make it eligible for the
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discounts. Okay.

Now, you are going to issue instructions to that
acceptance clerk, and you are going to say here are the
conditions that the Pitney Bowes mail must satisfy in order
to be eligible for these discounts. In terms of your
standard number 3, what do you tell that acceptance clerk?

a The acceptance clerk follows a set of guidelines
that are in the Domestic Mail Manual for the sortation of
mail. The actual sortation in the Mailing Online sgystem is
performed by a piece of Postal Soft software, used by many
commercial mailers, that takes the input, the addresses, and
sorts them according to DMM guidelines.

Q So would a demongtration that I had passed test
number 3 consist of me saying to you, Mr. Garvey, I am using
Postal Soft or an equivalent program, would that be all it
took to pass test number 37

A No, as I said, the clerk would use DMM guidelines
to do the physical check of the mail.

Q Well, but what is the clerk going to lcocok at, Mr.
Garvey? How do I know what I need to do to satisfy the
clerk?

A Well, he is going to look at what he looks at
today, which is the physical preparation of the mail, the
tray labels, the mailing statements and the documentation

attached.
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Q Sure. Okay. And there are lots of different
degrees of sortation that I might accomplish, correct? I
could sort it to five digits, okay. 2nd I could pass every
DMM reguirement concerning the presentation of mail that
wanted to have five digit discount. Okay. I have passed
all those tests. I walk in toc the clerk with a five digit
mail and I say, okay, Mailing Online discount. Does that
work for you?

iy I don't know what you mean by that.

Q Well, what is the clerk going to say to me? I
have passed --

A If the quantity of mail that you have and the
density of ZIP codes that you have need to be sorted to a
five digit level, and you have done so, that qualifies. 1If,
however, you have a quantity of mail that qualifies and
necessitates a three digit, or a combined three and five
digit sort, that is what the clerk would be locking for.

Q No more finely sorted than that would be required?
I do three-five, to the extent that I can't get five, and I
do five to the extent that I can't, and the clerk says,
okay, Wigging, or Pitney Bowes,

a\ As you would do today, to get the finest level of
sortation possible, you would look at the ZIP codes within
there, the tray parameters necessary, and you would do the

sortation based upon that.
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Q Well, how does the clerk know -- there is a finer
level of sortation than five digit, is there not?

A There's carrier route level, yes.

0 For example, and even within carrier route, you
have some choiceg, don't you?

A I am not an expert on such things, but I know that
there are -- I think that there are different rates
available for carrier route, depending upon level of
saturation. I am not sure about that.

Q Well, let's suppose that they are. Is that a
sortation issue, in your mind?

A Carrier route is not a characteristic of normal
sortation, no.

Q Okay. So even if I had mail which was susceptible
to sortation to the carrier route standards in the DMM, you
wouldn't require that?

A That 1is correct.

Q Okay. So I have to sort to five digit it I can,
is that right? Is that basically the requirement?

A You have to sort to the finest level required,
yes.

Q Well, say to me, is there a level required more
rigorous, more onerous than five digit? Is that the
toughest standard you have got?

y:y I don't know the answer to that question.
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Q So you don't know what you mean when you say

sortation to the finest level of sort possible?

A I would refer you to the Domestic Mail Manual.

Q Would you refer me to a particular section in the
DMM?

A If T had one in front of me, yes, I would.

Q Could I ask, Mr. Presiding Officer, that when the

witness has occasion to be c¢lose in hand with a DMM that he
provide the citation that he's just represented he could?

COMMISSIONER LeBLANC: To make sure I'm with you
here, you want a definition from the witness as to the
finest sortation available?

MR. WIGGINS: Yes. He just told me that if he
could look at a DMM, he could cite me to a DMM section that
would advise me.

COMMISSIONER LeBLANC: No, I understood that.

MR. WIGGINS: Yes.

COMMISSIONER LeBLANC: I just want to make sure I
understood the gquestion. Is that correct?

MR. WIGGINS: Yes, that section of the DMM that
tells me what I need to accomplish in order to have the
finest level of sort available.

COMMISSIONER LeBLANC: Mr. Garvey, do you have any
problem with that? We need a cite, because if I understood

what you just said, you said if you had one in front of you,
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you could give us a cite. Is that correct?

THE WITNESS: To a section of the DMM; yes.

MR, WIGGINS: That's all I'm locking for.

COMMISSIONER LeBLANC: OQkay.

MR. HOLLIES: I wonder if there isn't some way we
could facilitate this line of questioning. The description
in Mr. Garvey's response to NOI-1, issue 3, indicates that
sortation to the finest possible level is what would be
appropriate to esgtablish functicnal equivalence on this one
criteriomn.

The DMM defines the respective levels of
presortation that are available, and so I'm sure Mr. Garvey
can provide a cite to those sections of the DMM which
prescribe the levels of sortation. That does not mean,
however, that the DMM is going to tell Mr. Wiggins what the
finest level of possible sortation is. What we're talking
about here is a piece of software that takes input and sorts
it to the extent that it can. It's that simple. So I'm not
sure that the citation Mr. Wiggins now seems to be reaching
for is actually going to answer the question he's trying to
ask.

CHAIRMAN GLEIMAN: Could I interject? Is it
possible, Mr. Garvey, that to achieve functional equivalence
you don't mean that something needs to be sorted to the

finest level possible but to the level required by the
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Postal Service for itself, whether it's traditional
hard-copy mail or hybrid mail?

THE WITNESS: Perhaps it is a matter of
understanding. The intent here is that rather than being
gorted to a basic automation rate sort, which is the rate
requested, it is sorted beyond that if possible within that
batch.

COMMISSIONER LeBLANC: Then in that case, Mr.
Garvey, we will need a definition of what the finest sort
is, because if you're going to go to the finest level
then --

CHAIRMAN GLEIMAN: The finest level of sort is not
listed in the Domestic Mail Manual. I can almost guarantee.
And I'll go get one and you can look in there and find it if
you want. It tells you what you have to do, what's
required.

MR. WIGGINS: That's precisely my problem, Mr.
Presiding Officer. My version of the DMM doesn't have that,
either.

COMMISSIONER LeBLANC: It says what 1is required;
that is correct.

MR, WIGGINS: That's right. And that's what I'm
questioning after here.

COMMISSIONER LeBLANC: I understand, Mr. Wiggins.

MR. WIGGINS: Okay. Good. Thank you.
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MR. HOLLIES: The basic point here is that Mailing
Online is about removing costs from the system, the costs of
handling mail, and the more sorted it is, the deeper
presortation level it is, the better it is, and the
functional equivalence requirement is that it be as deep as
possible.

MR. WIGGINS: Mr. Chairman, I always enjoy having
Ken explain things to me, but we have a witness here to do
that.

COMMISSIONER LeBLANC: Thank you very much. It
might help, Mr. Wiggins, if Mr. Garvey cannot respond any
further, try a hypothetical. Would that help you?

MR. WIGGINS: Sure. If I have -- and let's
take -- let me proceed through the next couple of points,
and then we'll get a hypothetical.

BY MR. WIGGINS:

Q No. 4 is called "geographic batching," and let's
just stop there. What do those words mean in this context?

Geographic batching.

.\ They refer to batching by gecgraphic location.

Q Does that mean by where my printing site is?

A I think that's the reference; ves.

Q Okay. So that if I, Pitney Bowes, like the Postal

Service in the early sledding of my efforts to do an

imitative hybrid mail offering have only one printing
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location -- like you're going to have, right?
A Like we do have; yes.
o] Like you do have now, yes, the notion of

geographic batching is nonexistent; is that right?

A The notion 1s existent; the actuality of it is
not .

Q I see. A nice distinction. Wittgensteinian, one
might even say.

And if I have two printing locations, say to me
how geographic batching works. I've got nationwide mail,
nationwide input, nationwide output, okay? And I've got two
printing places, let's say one west coast, one east coast.
Say how geographic batching works, what's reguired of me.

A The basic reguirement is that mail destined for
the west coast would be routed to a west coast print site,
and mail destined for an east coast one would be routed
there.

Q and if it's going to Cmaha, I have my choice.

A I don't know Omaha's relationship to the east or
west coast.

Q Darn near right in the middle.

Okay. So you have to send it to the printing
location that is closest to the point of ultimate
destination. Is that a fair summary?

A Yes.
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Q Okay. And is there any requirement, in your No. 4
here concerning geographical batching, is there a
requirement as to how many printing places I need to have?
Because that's going to affect the extent to which I do
geographic batching, isn't it?

A Certainly it will.

Q Sure. Is there a requirement unstated but hidden
in those words as to how many print locations I need?

A No, as indicated in my previous testimony, even
the Postal Service doesn't know what the ultimate number of
print sites will be for Mailing Online.

0 Okay. So in your assessment if you were to
advocate an outcome, Pitney Bowes could come to you with one
print site and qualify for discounts; is that right?

A Ags I've said, Pitney Bowes' proposal would be
judged on its merits.

Q Would you apply to Pitney Bowes any standard that
you're not applying to yourself? That's what it really gets
down to, isn't it, Mr. Garvey?

A Well, I think what it really gets down to is
whether consideration was being given to something that
Pitney Bowes was propeosing to do today or something that
Pitney Bowes was proposing to do in the future.

Q So that Pitney Bowes would have to come to you and

say okay, I have only got one print site now becaugse I am

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

like the Postal Service, but when my system gets mature I am
going to have 10.

Do you have a view of how you would come out on
that?

A How I would come out in what regard?

Q Would you advocate -- I know you don't have the
power to grant it, but would you advocate to the Postal
Service that Pitney Bowes be entitled to the same regime of
discounts that the Postal Service is giving to itself?

A I would go further than that to say that if Pitney
Bowes were proposing to have 100 sites that were printing
mail that were going to come into the Postal Service that I

would advocate consideration of Pitney Bowes' proposal.

Q Okay, so you are good to go on 100. How about 10?

A Ten would be fine.

10) You go on to say geographic batching -- we have
now got a handle on that a little bit -- and distribution of

mail pieces prior to printing, has that, those words really
added anything to the concept that we have just discussed of
geographic batching?

A Well, if one does batching but doesn't distribute
the batches, it doesn't do you any good in terms of
geographic --

Q No, no, but we have a functional now definition of

geographic batching which is a requirement that you deliver
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the mail for printing to the print site nearest to its
ultimate point of distribution. Right? We agreed on that,
didn't we?

A No, I think if you will refer to back to my
answer, what I said that what geographic batching was
defined as was batching the mail based upon the zip codes on
the mail pieces in the system level.

Q Okay. Does that mean that you have to have a
printing facility located physically within every zip code
in the country?

A Not at all. It simply means if you geographic
batching you have to route the batches which have been
geographically formed out to some remote location where they
are destined.

Q Well -- they are destined to a zip code, is that
correct? All mail is destined to a zip code. This much I
know. Correct?

A Well said. Yes.

Q Thank you, and you just told me that I have to
batch it to its destination. I ask you the immediately
preceding question -- does that mean I need to have a
printing facility in every zip code? And you said no.

So say to me again what the heck you mean by
batching.

A Let me use the example that you gave of 10 print
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locations.
Q Perfect.
A If you have 10 print locations arocund the country,

you must determine what zip codes are around that print

location.
Q Right.
A And you must batch the mail at the system level so

that mail for those zip codes goes to the print site that is
contiguous to those zip codes.

Q Well, not just contiquous, right, because if I
have only got 10 printing locations, I am not going to have
every zip code in the country contiguous with my print

sites, right?

A That's correct. Contiguous is the wrong word
there.
Exactly.
A Around that print site.
0 Yes, exactly -- around is a good, good word.

Suppose that I locate my print site on a map,
right? I know where it is. It is in Oxnard, California,
and I take out my protractor and draw a circle around
Oxnard, and that is going to constitute the delivery area
for that print site, okay? That is what you have in mind,
isn't it?

A Not exactly. That would be a simplistic example
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of such --

Q I am a lawyer.

A That's a joke.

Q Go ahead.

A That's a simplistic example. A more appropriate
one would be to define a service area as being the zip codes
which receive the best service by the plant or processing
facility where that mail was being deposited.

Q Okay, that's fair enough, and is that entirely in
the discretion of Pitney Bowes? Pitney Bowes can make that
judgment and come into you and say, Mr. Garvey, I can
honestly -- I would lock you right in the eye and I can say,
because I want to provide good service to my customers, that
I have selected for my 10 printing locations the service
area as to each of those printing locations that will best
be served by that printing location, and in the course of it
I have covered up the whole United States, because that is
what I need to do.

Would that qualify? Was that good enocugh?

A Any answer I could give to that would be sheer
conjecture.

Q Well, that is what we are here for.

MR. HOLLIES: I would object if that is where
counsel is going. We are not here to speculate,.

COMMISSIONER LeBLANC: Mr. Garvey, you can answer
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that to the best of your ability but --

MR. WIGGINS: I withdraw that guestion, Mr.
Presiding Officer.

COMMISSIONER LeBLANC: Thank you.

BY MR. WIGGINS:

Q So to be clear that we are together on this,
geographic batching and distribution doesn't have any
hard-edged requirements? I mean it doesn't mean that I have
got to have 25 printing places or I have got to have a
printing place once every 500 miles or anything mechanical
of that sort. 1It's a thing that would be evaluated.

What I am thinking about here, Mr. Garvey, is
Pitney Bowes is going to come to you and say qualify this
operation for discounts, and I want to help them and I want
yvou to help them to know what to say in order to make that a
smooth process, so as to gecgraphic distribution I say to
them, go to Garvey and say, okay, this is what I can show
you that establishes the best possible service given the
print sites that I have. Is that right?

A I would say, and the reason I said this would be
conjecture, is such parameters haven't been established and
if, for instance, Pitney Bowes or some other provider were
to come to us and say we only have five sites but we have
proven that through having those five sites we can get next

day delivery in 95 percent of the country, I would say good
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for you -- that's great.

If, on the other hand, they said we have 100 but
we are only getting overnight delivery in five percent of
the country, I would say 100 doesn't sound like enough to
me.

Q Is the standard to be able to do overnight
delivery to 95 percent of the country? Is that your
standard?

A The Postal Service's standard is to provide the
best possible service from wherever we provide that service.

Q But, see, but that is so open-textured, Mr.
Garvey. That commits -- if that were the standard that
commits the decision as to whether a Pitney Bowes is or is
not eligible to your whimsy. You wouldn't want that, would
you, Mr. Garvey?

A Is the question would I want whimsy to be part of

the decision?

Q That 1s absolutely the question I seriously
intended.

A No, I wouldn't but --

Q No. You have to have -- I'm sorry.

A -- but I'd respond that we are engaging in a test,

a market test and an experiment for the exact reason that we
don't know the answers to these questions and we, ourselves,

need to find them out.
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Q Does Pitney Bowes need to sit on the sidelines
during the interval when you are finding stuff out, or can
they experiment along beside you?

MR. HOLLIES: Objection. It calls for a legal
conclusion.

If Pitney Bowes is suggesting that they are going
to file a case here at the Rate Commission and seek
authorization to conduct an experiment, that's fine, but I
don't think that is a fair question to ask the witnesgs to
answer.

MR. WIGGINS: I probably didn't ask it very well,
Mr. Presiding Officer.

COMMISSIONER LeBLANC: I would agree with that.

If you could reword it --

MR. WIGGINS: Sure, absolutely.

BY MR. WIGGINS:

Q As a matter of Postal policy, Mr. Garvey, do you
think it appropriate that would-be competitors with the
Mailing Online service be constrained to compete with the
Postal Service until after the conclusion of the experiment?

That is all I am asking.

A Not on absolute terms, no.

Q I see. You would take it under consgideration, is
that right?

A That's correct,
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Q Let's lock down at your feature 5, Mr. Garvey:
Secure and completely automated electronic submission of
jobs. Let's stop at that point.

Why on earth do you care about that? Isn't that
an issue between Pitney Bowes and its customers?

A In what regard?

Q In the regard as to which we've taken up this
entire discourse, Mr. Garvey. We're thinking about what
characteristics Pitney Bowesg' competitive hybrid mail
service has to have in order to qualify itself for the same
discounts that the Postal Service is giving itself. That's
what we're looking at here.

And I say to you, what the heck does the Postal
Service care whether Pitney Bowes has secure and completely
automated electronic submission? That's between Pitney
Bowes and its customers, isn't it?

A Whether Pitney Bowes takes mail from their
customers as hard copy or electronic and in what format and
by what method is not the subject of my concern.
Equivalency to Mailing Online, however, would include these
characteristics.

Q Well, but why is that equivalence important to
know whether I qualify for a discount?

These other things -- let's go back. These other

things have to do with how hard a job the Postal Service is
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going to have to do when it ultimately gets my mail and
delivers it, right? Automation compatible, for example.
That's how Postal-friendly my mail is, correct?

A Yes.

0 Okay. I can understand why you care about that.
Commingling and batching. Well, that's another wversion, as
we've discussed it, of making the mail easier for the Postal

Service to handle, correct?

A Correct.
Q I can understand why you care about that.
Sortation to the finest level -- same thing, right? &And I

can understand why you care about that.

The record should note that the --

y<y Correct.

) -- witness nodded.

A Thank you.

Q Geographic batching. Is that a thing that's

related to how efficiently the Postal Service is going to be
able to handle my mail?

A Yes, it is.

Q Absgsolutely. We've got a theme going here, Mr.
Garvey, right? All of these first four points can be
thought at some level to relate to how cconvenient my mail is
to the Postal Service, right?

A Convenient would be one word for it, yes.
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Q Efficient is another word.
a That's another word, yes.
Q Accurately describes how the -- the effect on the

Postal Service?
A Yes.
Q Is that correct? Yes,
Now we get to secure and completely automated
electronic submission of jobs. Submission to whom, let me
ask first. Submission of jobs -- to whom is the submission

to be made?

A To the service provider.
Q To the printer; is that correct?
a Not necessarily to the printer no. To the party

who is running the service.

Q To Pitney Bowes, in my hypothetical.

A If Pitney Bowes is the printer, then --

Q No, no, no, no.

A -- yes, that's correct.

Q No. Pitney Bowes is the Postal Service. 1It's

going to be a competitor with the Postal Service. It's
going to have -- I chose Oxnard because it's kind of close
to San Mateo, I think. It's going to have an Oxnard
facility, right?

A Ckay.

Q Now, when you say secure and completely automated
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electronic submission, do you mean when the mail gets to
Oxnard, it is secure and complete -- it is done in a secure
and completely automated electronic way? Is that what you
mean by this standard?

I'm just trying to figure out what this means.

A This means that the customer, the person who is
producing -- the person or party who is producing the mail

Q Right.

A -- gsubmits that mail to the service provider,

whether that be the printer or some intermediary --

Q Okay .
A -- third party, by electronic means.
Q Okay. Just electronic. Secure and completely

automated are excess verbiage here; is that correct?

A That is not correct.

Q Why do you care? Why does the Postal Service
care? This has nothing to do with the quality of the mail
when it gets to you guys.

A I never said that the guality of the mail is all
that we care about.

Q Well, why do you care about this? I mean, you're
poking your little federal nose into a purely commercial
transaction that is none of your darn business, thank you.

MR. HOLLIES: Objection. Counsel is now badgering
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the witness.

MR. WIGGINS: I think the witness has been

badgering me.

please.

Officer.

Q

MR. HOLLIES: I renew my objection.
COMMISSIONER LeBLANC: Mr. Wiggins --

MR. WIGGINS: Let me reframe the guestion.
COMMISSIONER LeBLANC: Mr. Wiggins, reframe --
MR. WIGGINS: I shall. I'm sorry.

COMMISSIONER LeBLANC: Calm down and reframe,

MR. WIGGINS: I'm calm as can be, Mr. Presiding

COMMISSIONER LeBLANC: Thank you.

BY MR. WIGGINS:

Why does the Postal Service, in determining

whether Pitney Bowes ought to be eligible for the same

discounts that the Postal Service is offering itself, why

does the Postal Service care whether the Pitney Bowes

competing online hybrid mail has secure and completely

automated submissionsg?

COMMISSIONER LeBLANC: Thank you, Mr. Wiggins.

MR. WIGGINS: Sure.

THE WITNESS: From a perspective of functional and

costing equivalency, it would be important to specify that

these are fundamental characteristics of Mailing Online.
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BY MR. WIGGINS:

Q How does the costing part of that run? That
doesn't make sense to me. I understand if you want me to be
a clone of Mailing Online, I've got to do this because you
guys are doing this, but I'm asking a different kind of
question. I'm asking -- you know, from the perspective of
economic equivalence, I can understand why you want mail
that's efficient for you to handle. You're entitled to that
if I'm entitled to a discount, okay? But why do you care
about this front-end stuff that has nothing to do with what
the mail ig going to look like when you finally put your

paws on it?

a\ You're referring to the Postal Service when you
say you?

Q Yes. You're their witness.

A Okay. I think that the issue of providing

equivalency of service in terms of security and convenience
is of concern to the Postal Service because that's
fundamental to the service that we're proposing here, that
that's a basgic part of it.

Q Sure. I can understand why the Postal Service
cares about that, because you've got your image and stuff
like that, but isn't that an issue that ought to be resolved
between Pitney Bowes and its customers that's really none of

the Postal Service's business?
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A Which issue are you referring to -- one of these
three or all three?

Q Whether Pitney Bowes ought to be obliged to supply
to its customers secure and completely automated electronic
submission. Suppose Pitney Bowes' customers don't care and
say we'll do with a little bit less security, we'll do with
a little bit less automation and we'll buy our service from
you, Pitney Bowes. It's part of what competition is about,
Mr. Garvey. Why shouldn't I be entitled to do that?

A I can't say that you shouldn't.

Q And doesn't the sixth one of your standards,
Web-and browser-based access, fall into the same sort of
category? Why shouldn't Pitney Bowes be able to get the
same discounts that the Postal Service gets if -- though it
does have some of its service Web- and browser-based, it
also has a dial-in service. Why doesn't that qualify?

A If Pitney Bowes chose to propose such a change in
the requirements, that would be entirely up to Pitney Bowes.

Q But it would be ockay with the Postal Service. It
wouldn't disqualify from eligibility for the same rate
treatment; is that right?

A Once again, I can't comment on rate treatment. I
can comment on what the Postal Service would consider in
terms of proposals for equivalent services to Mailing

Online.
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Q Okay. And it would not require that it be Web and
browser based; is that right?

A Not necessarily.

Q Okay. So your sixth factor really doesn't belong
here; is that right?

A In terms of absolute equivalency, yes, it does
belong there.

Q No, no, in terms of what standards the Postal
Service ought to apply when it's evaluating Pitney Bowes'
proposal for an equivalent rate treatment.

A I'll say again, I can't comment on the rate part,
but to establish full functional equivalence, which is what
I've addressed in these points, it still belongs on the
list.

Q Well, do you think that the Commission had
something in mind when it asked the question about
functional equivalence? Do you think they were saying, who
ought to be entitled to the same kind of discount that
you're getting? Or did you not read the question that way?

MR. HOLLIES: Objection. <Calls for speculation.

MR. WIGGINS: I'm calling for the witness to tell
me how he read the question, Mr. Pregiding Officer, and I
think that's pretty fair.

COMMISSIONER LeBLANC: Objection overruled.

Answer the question, Mr. Garvey, to the best of
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your ability.

THE WITNESS: All right.

COMMISSIONER LeBLANC: If you don't understand,
he'll explain it again, but try one more time.

THE WITNESS: I am sure that the Commission in its
question had a broad spectrum of concerns, one of which was
considering alternative proposals to Mailing Online.

I don't believe that I've laid out in my answer as
fully read to this question any barriers to what you have
proposed or what Pitney Bowes proposes. These points,
however, establish a firm baseline for what would be
functional equivalence to Mailing Online. Alternatives to
that or other proposals are not eliminated by what I've said
in this answer.

BY MR. WIGGINS:

Q That's perfectly fair and terribly helpful, Mr.
Garvey. Thank you. Could -- and I take it, subsumed within
that more genercus approach to the question, Pitney Bowes,
if it wanted to, though the Postal Service isn't right now
doing postcards, for example, Pitney Bowes could do that and
that wouldn't make Pitney Bowes ineligible, in your view?

A As stated in the case, the Postal Service proposes
to do postcards in the experiment, so --

Q Well, but you are not doing them now, right?

A Not for the market test, no.
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Q Okay. And the same thing with nonprofit, you are
thinking about doing it someplace down the line but you
haven't done it yet? Pitney Bowes could do that and it
would be okay?

A Pitney Bowes could propose that and it would be
okay, ves.

0 I am just trying to get a view of what
disqualifying characteristics might be, in your mind,
because that is important to my client. Are there any other
disqualifying characteristics that you can think of that
Pitney Bowes should be alert to?

MR. HOLLIES: I would like to object to that on
two grounds. It has been asked and answered in one sense.
It is speculation because we don't know what the form of a
service the Postal Service would be offering, that Pitney
Bowes was proposing to offer a similitude to.

COMMISSIONER LeBLANC: And?

MR. HOLLIES: Well, I think I really ought to go
back to asked and answered. We don't know what the proposal
ig that Pitney Bowes ig offering, and the witness has
answered questions previously to the effect that he would be
unable to evaluate it without seeing it, which includes all
of its wvarious factors and variables and the totality of the
plan.

MR. WIGGINS: It is a broad question, Mr.
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Presiding Officer, I realize that, but it is intentionally
broad. I have proposed that Pitney Bowes 1s considering a
service competitive with Mailing Online, and I have asked
the witness whether there are any disqualifying
characteristics that that service might -- any things that
Pitney Bowes could say that would be absolute
disqualifications, in his mind. I am trying to get the
rules of the road set ocut, which is, I think, what the
Commission was trying to do in this question.

COMMISSIONER LeBLANC: I understand, but if you
could maybe narrow the scope of that question a little bit,
it may fit in more to what he can answer right at this
particular point. Try a hypothetical again.

MR. WIGGINS: I think I will just let the witness'
earlier generous statement stand, Mr. Presiding Officer.

COMMISSIONER LeBLANC: Thank you.

MR. WIGGINS: And I apologize, this is the longest
half hour of crogg-examination I have ever done.

COMMISSIONER LeBLANC: You are getting close to
Tim Mays now.

MR. WIGGINS: Yeah, I appreciate that.

COMMISSIONER LeBLANC: Yeah, I bet you do.

MR. WIGGINS: But I am also very close to finish,
you will be pleased to hear.

BY MR. WIGGINS:
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0 You said, in response to one of our
interrogatories, Mr. Garvey, interrogatory 1, conveniently
enough, that -- there were actually two interrogatories --
in answer to number 4, you say that the only -- implicitly,
you say that the only form of payment that will be accepted
by Mailing Online, at least initially, is credit cards, is
that right?

A This is Pitney Bowes' question number 4°7?

Q Well, you can just answer that question for me, if

you can. It 1s answered in number 4, yes.

A Yes, that is correct.

Q Just credit cards?

A Yes.

Q And we ask you in gquestion 1, whether, to your

knowledge, there was any cost to the Postal Service entailed
by the use of credit cards. 1Is it going to cost the Postal

Service any money to accept payment in that fashion, do you

know?

:\ T think the question is answered here.

0 It is. It says this information is commercially
sensitive and its release -- and I am talking with your

lawyers about that, because I wanted actually a number. I
am asking you not for a number, but I am asking you whether
you recognize -- whether you know whether there is any cost

associated, to the Postal Service?

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

A I think that question is answered here as well in
the second sentence.

Q So the answer is yes?

A Yes.

MR. WIGGINS: Mr. Presiding Officer, I have no
further questions. I appreciate the bench's indulgence,
that really took me a lot longer than I anticipated.

COMMISSIONER LeBLANC: Thank you, Mr. Wiggins.

Mr. Costich, you asked for your -- before you
start, Mr. Costich, new kid on the block, as we said
earlier, Commissioner Covington has got a follow-up.

COMMISSIONER COVINGTON: One follow-up, Mr.
Garvey. One follow-up question that I had for you while it
was still fresh on my middle-aged mind. As I understood
your answer to my earlier guestion, when we were talking in
regard to the Exhibit PRC-X-1, if I understand correctly,
the Postal Service does not intend to batch customer jobs
that are not merged because it is more convenient to
transmit a limited number of files to the printer than to
transmit separate files for each address.

THE WITNESS: During the operations test, and
during the market test, which is really an expanded version
of the operations test, in a technical sense, that method
was chosen, yes, for those reasons.

COMMISSIONER COVINGTON: Okay. Do we know, is
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there a limitation on the number of files that you can send
to the printer you are using now in the initial stages? And
I think, ultimately, you have thrown out there may be 25
printers over the course of the next 24 to 36 months.

THE WITNESS: Is the guestion is there a limit?
COMMISSIONER COVINGTON: Yes. Is there a
limitation to the number of files that can be transmitted to

the printer?

THE WITNESS: From a tech pergpective, I don't
know the exact answer to that question. Certainly, there is
a limit. We have put in what we think is going to be
sufficient network capacity to handle what we are going to
see during the market test. One of the things we are going
to be doing during the market test, and the experiment, is
evaluating the file sizes that we see and the size of
mailings that we see, and all of the numbers which we have
to wrap around the technical evaluation of what kind of
network capacity is necessary.

COMMISSIONER COVINGTON: Okay. Well, put another
way, currently, is the cost of transmitting separate files,
you know, for each address, is that greater than the cost of
sorting the non-batched filesg?

THE WITNESS: Is the cost of transmitting --

COMMISSIONER COVINGTON: A single file, a separate

file.
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THE WITNESS: Yes.

COMMISSIONER COVINGTON: Is the cost greater than
sending non-batched files?

THE WITNESS: I'm sorry. Using this diagram, is
the cost for sending which one of these greater than for
another?

COMMISSIONER COVINGTON: Right. Isg --

THE WITNESS: Well, the cost for sending the one
on the left is greater, indeed.

COMMISSIONER COVINGTCON: Right, because of the
individualization, I would imagine.

THE WITNESS: That's correct. You are sending a
file for each document, and when you have a mail merge, for
instance, of 401 separate files, you are ending up with 401
separate documents.

COMMISSIONER COVINGTON: Which means that if we
are writing to Tom, Dick, Harry, Mary, Sue, Jane, it's
different, as opposed to Tom, Dick, Harry, Mary, Sue, Jane
just getting one document?

THE WITNESS: That's correct.

COMMISSICONER COVINGTON: Okay. Now, you mentioned
your experiment on the way and everything. Do you expect
those circumstances to change once the experiment is
completed, or should we expect this to pretty much be the

gospel for the time being and in the foreseeable future?
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THE WITNESS: Well, as I said, I hope we are going
to be able to change early on. Right now we are leaving it
in the hands of the system designers to try and figure ocut
which is the best way. There are some proposals on the
table that some of this document creation pricor to the
presort merge be done at different places, so that we can
optimize the network capacity and reduced the amount of
files that we are transferring. We are not sure exactly
where all of that has to occur.

The ultimate requirement, though, as I have
stated, is to try and get all those files so that the mail
stream that is presented to the Postal Service, the physical
mail pieces, are all presorted in ZIP order.

COMMISSIONER COVINGTON: OCkay. Thank you, Mr.
Garvey. Thank you, Mr. Presiding Officer.

COMMISSIONER LeBLANC: Mr. Costich, you have been
very patient. Thank you very much. You may begin.

MR. COSTICH: Thank you, Mr. Vice Chairman.

CRQOSS EXAMINATION

BY MR. COSTICH:

Q Good evening, Mr. Garvey, and welcome back.
A Good evening.
Q You've characterized yourself as the policy

witness here; is that correct?

A I think I was given that title, and, yes, that
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seems to be my role.

Q I guess the title you were given was policy guy.
Was that the formal title you got?

Would you also consider yourself an operations
witness for this case?

A Such as it is, yes, I guess I would consider
myself that.

Q Well, let's see if we can clear up a few
operational details. Yesterday counsel for the OCA asked
Witness Stirewalt whether Postal Service computers at the
print sites perform a file format conversion from PDF to
Postscript, and your counsel indicated that you might be
able to shed some light on that question. Were you here for
that exchange?

A Yes, I was.

Q Do you have any knowledge of what file format an
MOL job file may assume as the file moves from the customer
te San Mateo to a print site to a digital printer?

A Yes, I do.

Q Is it correct that the San Mateo computer converts

customer files to PDF format?

iy That is correct; ves.

Q That's the way it is now?

y<y That's the way it is now; yes.

Q And that's how it's going to be during the
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experiment?
A Yes.
Q Do you know the format these files travel in from

San Mateo to the print sites?

A They travel as PDF files.

o) That's how they're going now?

A That is correct.

Q And that's how they'll go during the experiment?
A That is correct.

Q Do you know whether the Postal Service's computers

at the print sites perform a file conversion?

A I do know that, and they do not.

Q Currently they do not?

A That is correct.

Q How about during the experiment?

A They will not to my knowledge during the

experiment either. They are an FTP server, and they receive
the files and deliver them as they're received to the
printer.

Q So the file goes all the way from San Mateo to the
actual digital printer as a PDF file.

A That is correct,

0 Yesterday counsel for Pitney Bowes raised the
guestion of a new analysis of information technology costs,

and your counsel indicated that discussions were taking
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place in San Mateo concerning an update of the IT costs.
Were you present for that exchange?

A I was; yes.

Q Can you tell the Commission what prompted the
discussions in San Mateo?

A The discussions in San Mateo were a culmination of
discussions that have been ongoing for quite some time about
the system design of Post QOffice Online and Mailing Online.
It was the purpose of the meeting in San Mateo to get all of
the concerned parties together and reach a consensus.

0] When you say concerned parties, you mean Postal
Service representatives and contractor representatives?

A There were both contractor repregentatives and
various representatives of different parts of the Postal
Service IT group. There are many parts to the Postal
Service, IS group, network operations, software design, and
they were all gathered there to come to a consensus
decision.

Q But the outsiders were all representatives of the
system developer?

A No, there were other consultants there as well.

Q What was their function?

A Well, I don't actually know all of the
participants, but I know that the Postal Service engages a

variety of consultants for security issues and measurement
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issues, and I think that some of those were involved in the
meetings there.

Q Could you look at your response to Interrogatory
OCA/USPS-T1-477?

A I have it.

Q And lock at -- in particular at parts (c) and (4),
your response. Do you see the reference there to the next

major version of MOL software?

A That's correct; yes.

Q Is that the version 3 that you mentioned earlier
today?

A It is; yes.

Q And could you look at your response to

interrogatory OCA/USPS-T3-78 that was a redirect from
Witness Stirewalt?

A I have it; vyes.

Q 2nd that also refers to the next major release of
MOL software?

A That is correct.

Q And it mentions mid-1999 as a release date; is

that correct?

A Yes.
O Do you mean calendar 19992
A Yes.
Q So that would be July '99?
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A That would be mid-'99; ves.

Q Now is this version 3 part of the discussion in
San Mateco yesterday?

A I think it was a large part of the discussion;
ves.

Q So the version 3 is going to be a real upgrade of

the current software that runs the MOL system.

A That's the intent; yes.

Q Is it also going to provide for better data
collection?

A Yeg, in a word.

Q Is the version 3 going to be necessary in order

for the Postal Service to provide depth-of-sort data to the
Commission?

y:g I don't have an absolute answer to that. We are
working on other ways to gather data which will inform the
Commission's decisions. They may not involve system -- they
may involve analysis external to the system itself.

Q Could you elaborate on how that would work?

A If for instance we're able to extract enough data
that is not currently being analyzed or processed by the
gystem to do some secondary analysis which will be more
informing to the Commission, that would be one of our goals.

Q When we talk about analyzing depth-of-sort data or

extracting data for that purpose, we're talking about the
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address lists for each batch?

COMMISSIONER LeBLANC: Mr. Costich, could you
speak up just a tad, please?

THE WITNESS: I'm sorry, I don't really understand
your gquestion.

BY MR. COSTICH:

Q If you're going to do external analysis of depth
of sort that's being achieved by the MOL system, one of the
elements of data you're going to have to have is the
addresses that are in the batches. Isn't that correct?

A I think that we could do sufficient analysis based
upon the ZIP code. At least five-digit and perhaps the
nine-digit ZIP code would provide entirely sufficient
information for that.

Q And where in the system would you get that from?
How would you extract it?

A One of the characteristics of the presorting
software may be an ability to extract that data at the time

of creating the presortation reports.

Q This is the Postal Scft software that you're
using?

A That's correct; yes.

Q Is this also the MAIL.DAT data that you'wve

referred to in interrogatory responses?

A It could be a subset of the MAIL.DAT data; yes.
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Q Do you have any idea how long it will be before
the extraction of this data and analysis of this data could
be concluded?

A The Mail.Dat upgrade or change to the software I
am told will occur in early December and at that time we'll
know better what the data that will be provided by that can
allow us to do.

Q So you'll have a better idea of what you can do
but the Commission won't have any data as of December, is

that correct?

iy That's not what I said, but --
Q Is that a fair inference from what you said?
A No. We will be providing data to the Commission.

I think your question referred to a more robust analysis of
the data than we have committed to providing up until now.

Q The Commission did request depth of sort data be
provided during the market test, correct?

A Yes, and we will be providing that as the
qualification reports coming out of the Postal Soft Presort
software.

o There will be one of those qualification reports
for each batch?

A Yes, there is a qualification report attached to
each, currently attached to each mailing statement.

Q Is there any way currently to tell which of those
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batches are the same job type, page length?

A Using a manual batch-matching processg, it would be
possible to do that, yes. It is a very tedious and
hand-intensive process at the moment.

Q So that is what you are going to provide the
Commigsion, the opportunity to engage in tedious
hand-process?

A No. We are going to provide the Commission with
the depth of sort information that they have requested.

Q Perhaps I misunderstood your earlier response. I
thought you said that you were going to do that by providing

the reports for each batch.

A That's correct, yes.

Q In hard copy?

A Yes.

Q And then it will be up to the Commission to try to

match up each of those reports and figure out how many
batches are the same, 1s that correct?

A If the Commission decides or chooses to make that
matching, ves.

Q Could you refer to your response to Interrogatory
OCA/USPS-T1-617

I had hoped that this question would eliminate an

ambiguity concerning the market for MOL, but I seem to just

have made things worse.
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A I have it.

Q First, can we agree that MOL is aimed at mailers
with short-run or low volume print jobs?

A Yes.

Q So the gquestion becomes how to define short-run or
low-volume, right?

A That is one question, ves.

Q Well, that pretty much determines the market for
MOL, right?

A That is what we think at the moment. One of the
reasons we are conducting a market test is to verify that.

Q In your direct testimony, did you define short-run
as fewer than 5,000 impressions?

A Without specifically going to my testimony, I
couldn't cite whether I used the word "impressions" -- I
wouldn't dispute it.

Q Well, I think there is a quote from your testimony
in the Interrogatory with a citation to your testimony --
Note 7, page 9 contains the words "5,000 printed
impressions."

You don't disagree with that, do you?

A I do not.

Q But Witness Stirewalt's direct testimony was
assuming in excess of 12,000 impressions per mailing, is

that correct?
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A Yes.

Q And then the last time you were here you talked in
terms of 5,000 documents instead of 5,000 impressions, is
that right?

A I don't specifically remember that but I wouldn't
argue with it.

Q There is a transcript cite in the question but the
discussion I think is ambiguous since it refers to mailings
of 5,000 as opposed to 5,000 documents, but is that what you
think you meant back then, 5,000 documents?

A The issue of 5,000 documents or 5,000 impressions
or some variants thereof has been some great subject of
discussion as we go through this. One of the reasons I
included the attachment that I did to the interrogatory was
to give a sense of the fact that such absolutes are hard to
draw, and it is convenient to use 5,000 as a proxy number
but it is used differently in different contexts, and in
looking back at my testimony here, I note that it says we
have defined short-run as less than 5,000 printed
impressions. Defining short-run doesn't necessary mean the
mailing size that we are talking about, so I would emphasize
that there is ambiguity between the impressions and
documents and pieces throughout this discussion.

Q I guess the ultimate concern is exactly which

market MOL is going after, mailings of less than 5,000
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pieces, mailings of less than 10,000 pieces? How high up
are you aiming?

A Well, I think that the 5,000 pieces is a good
proxy for the upper limit that we're aiming for. I think it
also represents, given the economic nature of digital
printing, a pretty substantial upper limit, although not an
absolute limit. It depends upon the user's requirement for
convenience versus cost. But I think that in general we'll
see mailings smaller than 5,000 pieces.

Q You've seen quite a few of those during the
operations test, haven't you?

A Yes, that is correct; we have.

Q Could you refer to your response to Interrogatory
OCA/USPS-T1-70.

In your response to part A you say the goal of
maximizing efficiencies of batching will continue to drive
MOL development efforts and a full combination will remain
possible at least in concept.

Did I quote you correctly?

A Yes.

Q When you say a full combination, do you mean
merging every possible job type into one big batch before
distributing to print sites and then presorting?

A Yes, except that the presorting occurs prior to

the distribution to the print sites.
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——

Q You create separate batches for each print site

before you presort them, don't you?

A Correct. -I-dentt—think—welre meaningto say-

o I Aowt Hhink we e meamivg b wf avhivg ofilfzof ‘4ol Yell !

Q Well, let's see if we can't agree that there are
at least a few practicalities that preclude batching
everything. I believe earlier you mentioned that you don't
intend to batch flats and letters, do you?

A Given the current processing capabilities of
postal plants, no, I wouldn't imagine that we could. I
however don't know what lies in the future of postal
processing, and it may very well be possible someday that we
would accept mailings of combined letters, flats. I'm not
precluding that, and that's why I indicated in this response
at least in concept.

Q We'd be talking about some pretty different
mail-processing egquipment.

A I would agree with that; yes.

Q And would it make sense to combine First Class and
Standard A letters?

A That's an interesting question, and on one level
it would make a lot of sense to combine them. However,
given the current differences between the handling of those
two classes, I would say that it would be unlikely.

Q During the market research you offered a next-day
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service and a two- to five-day service; correct?
A Yes, that's what we were proposing.
o) And it wouldn't make much sense to batch those two

together, would it?

A You mean given those two choices of service
offerings --

Q Yes.

A It wouldn't make much sense to batch those two

together. No, it would not.

Q So there are some limits at least to the
desirability of batching; correct?

A I would not disagree with that.

Q And there's technical limits to what you can
accomplish in terms of batching as well, aren't there?

A Technical from what perspective?

Q Well, look at your response to part B of
interrogatory 70. You confirm that the non-mail-merge Jjobs
are currently not combined; correct?

A That's correct; yes,.

Q And that's a technical problem with the software;
is that correct?

A Well, it's a design factor of the software which
was intentional, as I mentioned, to facilitate the rapid
introduction of the system that we've used for the

operations test and are using for the market test. It,
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however, is technically possible to design today such a
system that would do the combining. It just requires
regources and network capacity which exceed that we were
willing to fashion for a test that we didn't know was going
to be expanded into a permanent offering.

Q Have you been shepherding Mailing Online ever
gsince its inception?

A Yes.

Q Would it be fair to say that you at least expected
it to become a permanent service?

A I would say absolutely yes, but I'm also a
business person and I would say that in the perspective of
business one never says yes until the business case is made.

Q The question of batching the non-mail-merge jobs
came up during cross-examination from counsel from Pitney
Bowes. 1It's correct that the Postal Service is no longer
reporting the proportions of mail merge and non-mail-merge
jobs; correct?

A It's correct on the reports that were part of that
library reference. I understand that that's going to be
corrected shortly.

Q Are you going to be able to go back and provide
the data for the reports that currently say N/A?

A I am informed that there is a strong possibility

we'll be able to go back to the beginning of the market test
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data and provide that information; yes.

COMMISSIONER LeBLANC: Mr. Costich, excuse me a
moment. We'wve been at it a while. I just want to make sure
Mr. Garvey is okay. Do you need to --

THE WITNESS: I'm fine. Thank you.

COMMISSIONER LeBLANC: Where do we stand as far as
your timing is concerned?

MR. COSTICH: Probably a quarter of the way
through.

COMMISSIONER LeBLANC: Okay. Why don't we do
this, if it's all right with you. Let's take about a
ten-minute break here if you're at a spot that you can stop
at. If not, we'll wait for you to tell us so. But I think
my intent is if you're going to -- you've got maybe what,
about ancther hour and a half then? 1Is there a place we
could stop around six o'clock possibly?

MR. COSTICH: I'm sure there would be.

COMMISSIONER LeBLANC: Okay. Why don't we try to
go on to about six, get about half of you in, and then we'll
pick up tomorrow with your other half, MASA, because I know
there are a number of gquestions from the bench. 8o if
anybody needs to make any telephone calls or whatever, feel
free to do so in the next ten minutes, and we'll go for
about another half-hour more and call it guits tonight

around six.

ANN RILEY & ASSQCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
(202) 842-0034




10

11

i2

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. WIGGINS: Mr. Presiding Officer, I committed
to Mr. Bush to seek to advise him as to what the world
looked like tomorrow.

COMMISSIONER LeBLANC: Okay.

MR. WIGGINS: What time do you plan to start
tomorrow?

COMMISSIONER LeBLANC: 9:20 a.m.

MR. WIGGINS: Perfect. Thank you.

COMMISSIONER LeBLANC: And I would imagine like I
said what we'll do is we'll let Mr. Costich finish, then
we'll go on with Mr. Bush, and I know there are a number of
questions from the bench. So then we'll pick it up at
that -- is that about what you'd expected, or any problems?

MR. WIGGINS: No, no, there's no prcoblem at all.

COMMISSIONER LeBLANC: Okay.

MR. WIGGINS: I just wanted to confirm that.

COMMISSIONER LeBLANC: @Gotcha.

MR. WIGGINS: So that when I report to Graeme I've
got it straight.

COMMISSIONER LeBLANC: You'wve got it.

MR. WIGGINS: Thanks.

COMMISSIONER LeBLANC: We'll take a ten-minute
break now and be back around 5:30, go about another quick
half-hour, and call it quits around six then.

[Recess.]
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COMMISSIONER LeBLANC: Ladies and gentlemen, let's
go bkback on the record now. By,

Mr. Costich.

MR. COSTICH: Thank you, Mr. Vice Chairman. I
have just distributed two documents and I have given two
copies of each to the Reporter.

One document is entitled, "Excerpts from Library
Reference 23" and the other is entitled, "Excerpts from
Library Reference 24."

I am going to be asking Mr. Garvey several
guestions about these documents. They are already in
evidence as a result of the designations of his
interrogatory responses, but I would like to have them
transcribed in the record at this point.

COMMISSIONER LeBLANC: Any objections? Mr.
Hollies?

MR. HOLLIES: No objection.

COMMISSIONER LeBLANC: So moved. Now are you
going to want to just transcribe them or are you going to
want to submit them?

MR. COSTICH: They are already in evidence. All I
want done is --

COMMISSIONER LeBLANC: I'm sorry, you're right.
They are already in evidence. Excuse me.

MR. COSTICH: All I want done is I just want them
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transcribed.

COMMISSIONER LeBLANC: Thank you.

ANN RILEY &
Court

[Excerpts from Library References
23 and 24 were transcribed into the

record. ]

ASSOCIATES, LID.
Reporters

1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
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EXCERPTS FROM LIBRARY REFERENCE
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OCA/USPS-T1-10-f: Tabuilation of
MOL Pieces & Transmissions By
Day For Period 3/10/1998 -

9/30/1998

Date

[ MOL Jobs| Total Pieces

10-Mar-98
11-Mar-98
12-Mar-98
13-Mar-98
14-Mar-98
15-Mar-98
16-Mar-98
17-Mar-98
18-Mar-98
19-Mar-98
20-Mar-98
21-Mar-98
22-Mar-98
23-Mar-98
24-Mar-98
25-Mar-98
26-Mar-98
27-Mar-98
28-Mar-98
29-Mar-98
30-Mar-98
31-Mar-98
01-Apr-98
02-Apr-98
03-Apr-98
04-Apr-88
05-Apr-98
06-Apr-98
07-Apr-98
08-Apr-98
09-Apr-98
10-Apr-98
11-Apr-98
12-Apr-98
13-Apr-98
14-Apr-98
15-Apr-88
16-Apr-98
17-Apr-88
18-Apr-98
19-Apr-98
20-Apr-98
21-Apr-98
22-Apr-98
23-Apr-98
24-Apr-98
25-Apr-98
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OCA/USPS-T1-10-f: Tabulation of
MOL Pieces & Transmissions By
Day For Period 3/10/1998 -
9/30/1998

Date |MOL Jobs]| Total Pieces
26-Apr-98 -
27-Apr-98
28-Apr-98
29-Apr-98
30-Apr-98
01-May-98
02-May-98
03-May-98
04-May-98
05-May-88
06-May-98
07-May-98
08-May-98 - -
09-May-98 - -
10-May-98 - -
11-May-98 - -
12-May-98 - -
13-May-98 - -
14-May-98 - -
15-May-98 - -
16-May-98 - -
17-May-98 - -
18-May-98
19-May-98
20-May-98
21-May-98
22-May-98
23-May-98
24-May-98
25-May-98
26-May-98
27-May-98
28-May-98
29-May-88
30-May-98
31-May-98 -
01-Jun-98 1 1,272
02-Jun-98 - -
03-Jun-98 - -
04-Jun-98
05-Jun-98
08-Jun-98
07-Jun-98
08-Jun-98
09-Jun-98
10-Jun-98
11-Jun-98
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QOCAJUSPS-T1-10-f; Tabuiation of
MOL Pieces & Transmissions By
Day For Period 3/10/1998 -
9/30/1998

Date |MOL Jobs| Tota! Pieces
12-Jun-98 - -
13-Jun-98 - -
14-Jun-98 - -
15-Jun-98 - -
16-Jun-98 K} 178
17-Jun-88 3 300
18-Jun-88 -
19-Jun-98 - -
20-Jun-98 - -
21-Jun-98 - -
22-Jun-98 1 3
23-Jun-98 -
24-Jun-98
25-Jun-98
26-Jun-88
27-Jun-98
28-Jun-98
29-Jun-98
30-Jun-98

01-Jul-98
02-Jul-98
03-Jul-98
04-Jul-98 - -
05-Jul-88 . -
06-Jul-98 -
07-Jul-88 5
08-Jul-98 3 4,760
1
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—
th
—
N

v = =
-
-
I
o8 I

09-Jul-88
10-Jul-88
11-Jul-$8 - -
12-Jul-98 - -
13-Jul-98 - -
14-Jul-98 2 1,702
15-Jul-98 - -
16-Jul-98 - -
17-Jul-98 - -
18-Jul-98 - -
19-Jul-98 - -
20-Jul-98 -
21-Jul-98 3

22-Jul-$8 -

23-Jul-98 2 357
24-Jul-98 -

25-Jui-98 1

26-Jul-98 -

27-Jui-98 - -
28-Jul-98 - -




OCA/USPS-T1-10-f: Tabulation of
MOL Pieces & Transmissions By
Day For Period 3/10/1998 -

9/30/1998

| Date

29-Jul-98

30-Jul-98

31-Jul-98
01-Aug-98
02-Aug-98
03-Aug-98
04-Aug-98
05-Aug-98
06-Aug-98
07-Aug-98
08-Aug-98
09-Aug-98
10-Aug-98
11-Aug-98
12-Aug-98
13-Aug-98
14-Aug-98
15-Aug-98
16-Aug-98
17-Aug-98
18-Aug-98
19-Aug-98
20-Aug-98
21-Aug-98
22-Aug-98
23-Aug-98
24-Aug-98
25-Aug-98
26-Aug-98
27-Aug-98
28-Aug-98
29-Aug-98
30-Aug-98
31-Aug-98
01-Sep-98
02-Sep-98
03-Sep-98
04-Sep-98
05-Sep-98
06-Sep-98
07-Sep-98
08-Sep-98
09-Sep-98
10-Sep-98
11-Sep-98
12-Sep-98
13-Sep-98

| MOL Jobs| Total Pieces

4,990
1,169




OCANISPS-T1-10-f: Tabulation of
MOL Pieces & Transmissions By
Day For Period 3/10/1998 -

9/30/1998

l

Date |[MOL Jobs| Total Pieces

14-Sep-98
15-Sep-98
16-Sep-98
17-Sep-98
18-Sep-98
19-S5ep-98
20-Sep-98
21-Sep-98
22-Sep-98
23-3ep-98
24-Sep-98
25-Sep-98
26-Sep-88
27-Sep-98
28-Sep-98
29-Sep-98
30-Sep-98

[y

1,370




[Date_Tran|Month_Tran] Company_ID]|MOL Tran] MOL Pages | MOL Pieces ]

19-Mar-98
20-Mar-98
24-Mar-98
27-Mar-98
05-Apr-98
10-Apr-98
13-Apr-98
17-Apr-98
18-Apr-98
20-Apr-98
21-Apr-98
22-Apr-98
29-Apr-98
01-May-98
03-May-98
05-May-98
05-May-98
06-May-98
06-May-98
19-May-98
20-May-98
21-May-98
22-May-98
22-May-98
23-May-98
23-May-98
28-May-98
29-May-98
01-Jun-98
04-Jun-98
04-Jun-98
07-Jun-98
07-Jun-98
08-Jun-98
08-Jun-98
09-Jun-98
10-Jun-98
11-Jun-98
11-Jun-98
11-Jun-98
16-Jun-98
16-Jun-98
17-Jun-98
17-Jun-98
17-Jun-98
22-Jun-98
26-Jun-98
26-Jun-98
27-Jun-98
30-Jun-98
02-Jul-28

Mar 336131223
Mar 336053810
Mar 336241207
Mar 336062533
Apr 336053810
Apr 336035201
Apr 336241207
Apr 336053810
Apr 336154416
Apr 797380046
Apr 336035201
Apr 336035201
Apr 336035201
May 336035201
May 860002607
May 860007899
May 336062533
May 860007115
May 336062533
May 860007899
May 336035201
May 860001431
May 336035201
May 336062533
May 860002607
May 336345128
May 860007899
May 336035201
Jun 336154416
Jun 860012603
Jun 813008304
Jun 860012603
Jun 813008304
Jun 860002607
Jun 336035201
Jun 813007863
Jun 860012603
Jun 813006099
Jun 813007863
Jun 813008304
Jun 813006099
Jun 813007863
Jun 860018091
Jun 192753531
Jun 813008304
Jun 860018483
Jun 860018091
Jun 813002130
Jun 336053810
Jun 813002130

Jul 813008304

1

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
4
2
4
2
1
2
1
1
2
1
1
2
1
1
1
1
1
3
1
1
1
1
2
1
1
1
1
1
1
1
1
1
1

9
3320
10

2
238
1070
3662
2604
999
3600
356
1593
1527
282
130
2

9

27
93
2487
6721
28
2036
12
1304
4
316
272
1272
10

-4
432
-4
98

14
696
188

244
30
280
20
4527
2586

937
4568

9
1660
10

2
119
935
1831
1302
999
3600
89
531
509
94
65
2

3
27
3
2487
1577
14
509

1304

158
68
1272
10
-1
432
-1
98
54

696
188

-1
172

15

280
1500
1203

937
1142




07-Jul-98
07-Jul-98
07-Jul-98
08-Jul-98
08-Jul-98
08-Jul-98
09-Jul-98
14-Jui-98
14-Jul-98
21-Jul-98
21-Jul-98
21-Jul-98
23-Jul-98
23-Jul-98
25-Jul-98
29-Jul-98
30-Jul-98
30-Jut-98
04-Aug-98
05-Aug-98
08-Aug-98
10-Aug-98
10-Aug-98
11-Aug-98
12-Aug-98
12-Aug-98
13-Aug-98
14-Aug-98
14-Aug-98
18-Aug-98
25-Aug-98
26-Aug-98
01-Sep-98
16-Sep-98
23-Sep-98
24-Sep-98
24-Sep-98
25-Sep-98
30-Sep-98
30-Sep-98

Jul 860011427
Jul 787380046
Jul 813007863
Jul 860011427
Jul 797380046
Jul 813004188
Jul 813004188
Jul 860012603
Jul 813008304
Ju! 860012985
Jui 860018091
Jui 336035201
Jul 336035201
Jul 813006099
Jul 336053810
Jul 336193602
Jul 860018483
Ju! 813008304
Aug 860011623
Aug 813006099
Aug 860001040
Aug 860007899
Aug 336193602
Aug 860017503
Aug 336035201
Aug 813006099
Aug 860001040
Aug 336193602
Aug 813008157
Aug 860018091
Aug 860005155
Aug 336053810
Sep 813002130
Sep 860017307
Sep 813008304
Sep 336035201
Sep 813008304
Sep 813008304
Sep 860017307
Sep 336035201

N R N N N N o N N o L R N N N o e N N N o N L R T T T e A e T T 7 I S Y

272
5336
1
744
3676
2178
2178
566
4544
33
15
58
188
1240
3972
9980

4664

606

280
14967
571
4810
606

19956
25542
12000

7380
7118
1370
7384

348
8568
7592
9744
2466

272
2668
11
744
1838
2178
2178
566
1136
33
15
58
47
310
1324
4990

1166

303

290
14967
571
962
303

9978
8514
3000

1230
7118
1370
1846

116
2142
1898
3248

822




EXCERPTS FROM LIBRARY REFERENCE

USPS-LR-24/MC98-1



AP12 Weekl

Maifing OnLine Report
Program Total
For AP 12 Week 1, 07/18/98 to 07/24/08

Year 1o Date
ear Year To Date

Total

Printing
Simplex $ 48.96 4 73.50
Duplex $ 99.20 1 1,240.00 2.811.20
Total $ 148.16 5 30680 {{'$ 1136160 77 805.39
B&W $ 100.7¢ 2 636.50 5,684 40 28 1,104 .61
Spot $ 38.40 3 87.00 £.667.20 49 791.55
Total $ 148.1¢ 5 305.80 11.361.60 77 805 3%
& 5x11 3 148.16 5 306.80 11,361.60 7 905 39
8 5x14 % - - - . -
11:17 3 - - - - .
Total $

Envelope
Letter

Single window

Double window

Closed face
Flat

Singie window

Double window

Closed face

Tota!

Merge Features

Mail merge
Non-mail merge

Total

Malling

First-Class $ 112288 5 8280 11,361.80 7 480.84

Standard Class $ - - - . . -

Total $ 112288 5 $2.60 11,361.60 v 489.84

L Revenueth) - serdobe ol Revbnue 8 ent b LT

Proof 4

On-ine n/a nfa na

Faxed na a n/a

Mailed na nfa na

Total s - 0% o%

B T e PRICEAVATERHOUSE(COPERS

POSTAL SERVKE




AP12 Week 2
Mailing OnLine Report
Program Total
For AP 12 Week 2, 07/25/98 to 07/31/98
AP 12 1o Date Year 1o Date Year To Date
Total
Total 254272 201560 [1is 1275616 82 1077.2
Printing
Simplex § 84576 8 148833 [I's 034720 62 4,009.71
Dupiex $§ 169686 4 280650 '  4.408.96 20 1,286.75
|3
Total § 254272 10 201560 [{'$ 13756 16 8z 1,077.28
B&W s 110.72 3 ax33fls 569536 2 1,086.72
Spat $ 243200 7 269571 |I's 806080 53 4 083 06
Tatal $ 254272 10 201560 [F's 1375616 &2 1077.28
B.5x11 § 254176 ) 223880 13,755.20 81 1,000.51
8.5x14 $ - . - - . .
1Ix17 $ 0.96 1 600 {'$ 0.96 1 5.00
Total $ 254272 10 201560 fis 13,756.16 a2 1,077.28
Year to Date
Envelope g
Letter g
Single window 5 - - . - - .
Double window $ - - - g . - -
Closed face $§ 254272 10 79460 [i$ 13.756.18 82 £51.23
Flat ;
Single window $ - - - s - - -
Double window $ - - - ks - - -
Closed face $ - - -_{I's - . .
Total $ 254272 10 79460 |Fis 1375616 82 £51.23
Merge Features
Mai! merge 2% 1 310.00 934 72 13% 31483
Non-mait merge B8% 8 B48 44 12 821.44 87% 519,85
Total : 100% 10 794,60 13,756.16 100% 49250
Malling
First-Class § 254272 10 764,60 13,756.18 82 551.23
Stangard Class 3 - - - . -
Total $ 254272 10 784.60 1375616 82 551.23
U Ravenuat§) - %ofdobs |11 100011 Revenue {si ) Werdebel Il
On-line n/a na 5 Lo
Faxed ne e 3 -k wa
Mailed nia na s - i ne
Total s - 0% 3 - |I 0%
T PRICEVATERHOUSE( COPERS




AP12 Week 3

AP 12 1o Date

Mailing OnLine Report
PROGRAM TOTAL
For AP 12 Week 3, 08/01/96 to 0B/07/98

11

1,887.45 |

Year to Date

$ 1:4.555.55 ‘

-34

Year To Date
L vy Pagest.

gk T

Total $ 254416 1,058.89
Printing
Simplex - B50.24 6 148833 $ 935296 63 993.75
Duplex $ 179392 5 2,386 40 4.505.92 21 1,254 33
Totat H 264416 11 1.88745 }| § 13.858.85 | 84 1,058 89
BAW $ 207.68 4 471250 8 578232 30 1,051.37
Spot § 243648 7 269671 8 BO66SE 54 106307
Total $ 264416 11 188745 $ 1385888 ba 1,058 B8
B.5x114 $ 264320 10 207560 f| 8 13.857.02 | 83 1,071.58
8.5x14 s - - - s « H . .
11x17 $ 096 1 600 H$ 0.96 1 6.00
Total $ 264418 188745 )| § 13.6568.88 84 1,058.89
Year to Date
. Avp. Pleces! . e Avg. Pieces!
Ravenue (3) - Jobs Job Revenae () | . Johs Job
Envelope
Letter
Single window 1 - - - H - . .
Double window $ - - . - $ -] - .
Closed face $ 263936 11 74581 | $ 13858388 84 541.76
Flat
Single window s - - - $ - - -
Double window 5 - . - $ . . .
Closed face $ - - . $ - . .
Total $ 283036 1 748801 || § 1385888 B4 541,76
Merge Features
Mail merge nia n/a nia nia n‘a nia
Non-mail merge n/a nia nig nia n/; n‘a
Total n/a nia na n'a nfa nia
Mailing i
Firsi-Class $ 263836 " 74891 H § 1385888 84 541.76
Standard Clags S - - $ PR | . -
Total $ 283936 1" § 1385388 84 541.76
T ReveRuR($). . %atfobs Sl ravanoe ($) Y % ot Jobs m
Proof
Ondine na nia na
Faxed nia nia ik B n/a
Mailed ola n'a $ L nia
Total $ - % $ - H7 0%

>

UNITEDSTATES
POSTAL SERVKE

CEWATERHOUSE( QOPERS




AP12 Week 4
Mailing OnLine Report
PROGRAM TOTAL
For AP 12 Week 4, 0B/08/98 to 0B/14/98
o Date
)
" B L i Avy. Pages/ - e Avg. Page
(Reverue(S) oo dobs T gan ooff REvEnoR(SH{lC debs o e
Total § 763328 20 310300} § 1834800 k] 1,400.48
Prtinting
Simplex § 414580 12 288762 H 5 1264832 89 1.280.1%
Duyplex $§ 248768 8 342563 H§ 619668 ] 24 1,746 42
H
Total $ 7.633.28 20 390300 § 18.848.00 | 83 1,400 48
i
BAW $ 1.686.88 7 218020 8§  7.251.52 33 136115
Spot $ 5966 40 13 359085 H § 1150648 | 60 142212
Totat $ 783328 20 2.103.00 ! $ 18,848.00 | 83 1,400 48
K 1
8 5x11 $ 763232 19 3266004 $ 18.847.04 | 82 1,415.64
8.5x14 $ . . . $ . - .
11x17 $ 096 1 eoo_ﬂ s 0.86 1 800
Toral $ 763328 20 310300 § 1884800 | 23 1.400.48
Year 1o Date .
Total Year To Date
Avg, Pleces/ ] . i Avy. Preces!
Revenue ($) Jobs Job H Revenue (8} . Jobs Yob
Envelope
Letter
Single window $ - - . -
Double window $ - - . - .
Closed face § 763328 20 18,848 .00 (i 83 710.61
Flat
Single window $ - - - .
Double window $ - - - . .
Ciosed face 3 . - - - -
Total §$ 783228 20 16,848 .00 | a3 710.61
Merge Features
Mail merge n/a nfa n/a r nfa n/a
MNon-mail merge n’a nia n'a nig n/a
Totaf n/a n'a nia n/g nia
Mazlling F
Firsi-Class $ 763328 20 18,348.00 93 710.61
Standard Class $ - - . - .
Total $ 763328 20 18,848.00 || 03 710.61
Proof
On-line n/a na
Faxed n‘a ns
Mailed _h/a ns
Total $ . 0%

P UNITED STATES
POSTAL SERVICE

PRICEWATERHOUSE(COPERS




AP13 Week |

Mailing OnLine Report
PROGRAM TOTAL
For AP 13 Week 1, 08/15/98 to 08/21/98

Year to Date

AP 13 10 Date Year To Date

Total
e Avg Pagest o - Avg. Pages/
Révemie () . 0 dobs oo TR RN Revenue (8] Jobs ek
Tota) $ 480.00 1 6.000.00 H § 19532000 94 1,448 41
Printing :
Simphex $ 480.00 1 6,000.00 13,128.32 § 70 1,347.58
Duplex 3 - - . $ 6159968 24 1,746 42
Total $ 48000 1 600000H $ 15328.00 r a4 1445 41
BaAW $ - - - § 725182 33 1,361 15
Spot 5 480 00 1 600000 & 1207648 | 61 1,497 16
Total $ 48000 1 500000 F § 19.328.00 | 94 1,449 41
8.5%x11 } 480.00 1 600000 5 19.327.04 [ 03 1,464 94
B.5x14 $ - B - $ -« - .
11x17 H - - - $ 096 i 1 6.00
Total $ 6,00000 [ § 19,328.00 1440 41
AP 13 to Date Year to Date Year To Date
Tota¥
Avg. Pieces! A Avg. Pieces/
Y yab Revenue (§) Jobs ob
Envelope
Letier
Single window s - - - L4 - - -
Double window s - - - $ . - .
Closed face $ 48000 1 1.500.00 18.327 40 B4 718.01
Flat
Single window $ - - . .
Double window H - - . .
Closed face $ - - .
Total 4 480.00 1 1,500.00 19,327 .40 84 716.01
Merge Features
Mai} merge na n/a na n/a ' n/a nia
Non-mail merge nia n/a nia na’ nig nfa
Total nia nia nia na nia nia
Mailing
First-Class $ 480.00 1 150000 H § 19032740 94 719.01
Standard Class $ - - - B - -
Total 4 480.00 1 150000 § 198.327.40 94 718.01
" Reveous 8 %ofdoms T Revenue (§) || % of Jobs
Proot
On-line nia nia n/a
Faxed na n's n/a
Mailed n/a n/a nia
Total $ . 9% 0%

] LD STTEs CEMATERHOUSECO)PERS 3

POSTAL SERVKE




AP13 Week 2

Mailing OnLine Report
PROGRAM TOTAL
For AP 13 Week 2, 08/22/95 to 08728/98

AP 13 to Date

Year to Date
Tolal

. UL o Avg. Pages/ ) Avg. Pages/
[Revenue (3) -0 dobs oo T o | Revenoads) g . Jobs - S el
Total $ 483.11 3 6.462.87 19,426 .15 100 1,750.84
Printing E
Simplex s 483 11 3 64682.67 13.133.67 f 75 1.771.73
Duplex $ - - - 6.292.48 25 1,688.16
Total $ 483.11 3 6.462.67 18,426.15 |; 100 1.750.84
BAW $ 256 1 8.00 7.254.40 | 35 1,648.51
Spot $ 480.55 2 9,690.00 1217175 | 85 1,805.94
Totat H 483 11 3 6§,462.67 19,426.15 I 100 1,750.84
B.5x11 $ 483.11 3 6.462.67 18.425.19 89 1,788 48
8.5x14 $ - - - - - -
11x17 $ - - - 0.86 ! 1 €00
Totat s 48311 3 6.462 67 19.426.15 [ 100 1,750.84
Tolal
S Avg. Pieces/ o : Avg. Pisces!
Revenue s) Jobs : sob H Revenue (8} Jobs Job -
Envelope
Letter
Single window % - - - - .
Double windaw $ - - - - - .
Closed face - 482 56 2 1,504 OC 19.425.60 94 894 77
Fiat
Single window $ - - - - . .
Double window - - - . . . .
Closed face % 0.55 1 1,230.00 0.55 || 1 1,230.00
Total - 483 11 3 141267 19.426.15 1] 868.28
i
Merge Features
Mail merge n‘a n/‘a n/a n‘a n/a n/a
Non-mail metge n/a n/a nfa n/a n/s h/a
Totat wa n/a n/a n/a n/a nfa
Mailing
Firsi-Class $ 48311 3 141267 H & 1942615 a5 898.26
Standard Class H - - i - f - .
Total $ 43311 3 14126TH § 1942615 85 098.28
Revenus ($) . Wofdope . Il Revenie %) N % of Jobs .-
Proot t :
On-ine n/a na nfs
Faxed ns na - nia
Mailed nia nia - nia
Total $ - 0% - 0%

POSTAL SERVICE

QOPERS



AP13 Week 3
Mailing OnLine Report
PROGRAM TOTAL
For AP 13 Week 3, 08/29/98 to 09/04/98
AP 13 to Date Year 1o Date Year To Date
Total
Frekeiin sl Avg. Pagesif -0 o Moo s Avg. Bages!
Revenue (§) 0 d0b8 - e 8 el e
Total $ 162199 4 662650 | $ 20.565.03 101 1,803,988
Printing :
Simplex $ 182189 4 662650l § 1427255 76 184208
Duplex ] : - - HS 620248 25 166816
Total s 1621.89 4 €.626.50 20,565.03 1o 1,803.98
BAW $ 2.56 1 BOOHS 7.254 40 a5 1.648.51
Spol § 161943 8.832.67 13,310.83 | 66 188642
Total $ 1,621.88 4 BE25S0H § 2058503 ] 101 1,803.88
8.5x11 $ 1.621.99 4 562650 H § 20558407 100 1,821 86
8.5x14 $ - - . $ - M - .
11217 $ . - - HS$ 0.96 ! £.00
Tota! $ 162190 6526503 5§ 2056503 101 1,803.98
AP 13 to Date Year to Date Year To Date
Total
. Yo Avj. Pieces! Avg. Pieces!
Revenue (3) sob Reévenue (§) Jobs o
Envelope
Letter
Single window H - - - $ - - -
Double window H - . - $ - - -
Closed face H 1.621.44 3 337533 8% 2056448 a5 960.27
Flat
Single window $ - - - $ - - -
Double window $ - - - $ - - -
Closed face $ 0.55 1 123000 51 § 0.55 1 1,230.0C
Total 3 1.621.99 4 283900 | § 20.565.03 o6 963.08
Merge Features
Mail merge n/a n/a n/a nf/a nia nia
Non-mail merge n/a n‘a n/a n/a n/a nia
Total nia n/a ns n/a n/a nia
Malling
First-Class $ 182188 4 283900 H $ 2058503 86 963.08
Standard Class $ - = ] - . -
Total $ 162199 4 283900f § 20565.03 i g6 963.08
Proof
On-ine nla nla nla
Faxed nia n's n/a
Mailed n/a nia n/g
Total $ - 0% 0%
] QDS PRICEAVATERHOUSE( QOPERS




AP13 Week 4

Mailing OnLine Report
PROGRAM TOTAL
For AP 13 Week 4, 08/04/98 to 09/11/58

Year to Date
Tolal
Avg.Pages! § .o A . Avg. Pages!

AP 13 1o Date Year To Date

| Reveoue($) - oo dobs oo STE LTV Rever H . dobs . toh
Total H 162180 4 6,626.50 H $ 2058503 H 101 1,803.88
Printing i
Simplex $ 162109 4 6.626.50 14.272.55 H 76 1,842.08
Duplex H - - - BS 5202435 25 1,688.16
Total $ 1,621.89 4 662650 H § 20,665.03 | 101 1,802.98
B&W $ 2.56 1 BOCHS 7.25440] 35 1,648 .51
Spot s 161943 3 883267 13,310.83 56 1,886 42
Total s 1.621.89 4 6.62650 20,565.03 ] 101 1,802 88
8.5x11 £ 162180 4 6,626 50 20.564 .67 100 1.821.98
8 5x14 % - - - - - -
11x17 3 - - - 0.96 || 1 §.00
Tota! H 1,621.60 4 6,626.50 20,565.03 11 1,803.88
AP 13 to Date Year to Date Year To Date
Total
: e Avp. Pisces/ ) - Avg. Pieces/
Revenue [$) dsbs, S dob {i Revenus (§} | Sab -
Envelope i
Letter
Single window H - - - $ - - .
Double window $ - - - [ . - .
Clused face $ 1.621.44 3 337533 H 5 20.564.48 | 100 81226
Flat :
Single window $ - - - s - ‘ . .
Doubie window H . - - s - . -
Ciosed face $ D55 1 1,23000H § 0.55 |4 1 1,230.00
Total $ 162198 4 283000 § 2056502 1014 841541
Merge Features
Mail merge nia nia nia nia ‘nla
Non-mail merge n‘a nia nia n/a nia
Total nia nfa n/a nfa nia
Mailing
Firsi-Class $ 162189 4 101 815.41
Standard Class i . - = i = =
Total $ 162180 4 2,639.00 565 03 | 101 815 41
| Reveoun (8] % of Joks
Proof .
On-ine nia na n/s
Faxed n'a n'a nia
Mailed nia nig n/a
Total 3 - 0% 0%

S s, PRCEWATERHOUSE(COPERS

POSTAL SERVICE

s




APl Week 1

Mailing OnlLine Report
PROGRAM TOTAL
For AP 1 Week 1, 09/12/38 to 09/18/88

Year to Date
Total

AP 1 to Date Year To Date

. Avg. Pages/
" Jab

© Reveaue' (St .debs :Avg- o dobs .

- et/
o TR Y 3 - Jﬂh

Revenus ($)
Total

Printing
Simplex
Duplex
Total

BAW
Spot

Total

B 5x11
8.5x14
11x17?

Total

Year to Date
Total

AP 110 Dale

Avy. i
Revenue {§] . Jobs vg‘:::cn
Envelope

Letter
Singie window $ - -
Double window
Closed tace

Fiat
Single window
Pouble window
Closed face

LR
'
« o

0

L
'
'
.

Total

Merge Features

nia nia
nia__ n/a
nia nia

Mail merge nia nia n/a
Non-mail merge n'a nia n/a
Total nfa n/a nia

First-Class
Standard Class $ - . -
Total $ - - -

»
.
.
.

T Revenus($). . %ofdobs
Proof
On-line nia nia
Faxed n/a n'a
Mailed niy nig

Total $ - 0%

nia
nia
n'a

0%

S e sTares PRICEWATERHOUSE( COPERS

POSTAL SERVKCE




APl Week 2

Mailing OnLine Report
PROGRAM TOTAL
For AP 1 Week 2, 09/19/98 to 08/25/98

Year to Date

AP 1to Date Year To Dale
Total
. S ) : o Avg. Pagesi B - ey G Avp, Pages/
. Revsoue (3} - T aeb o || Revenoa(s) Jobs o e
Total $ 139872 5.052.40 H 1.398.72 § 5 5052.40
Printing
Simpiex $ 139872 5 5.052.40 | 1.398.72 5 5.052.40
Duplex $ - . - - H . -
Total $ 138872 5 505240 8 139872 5 505240
BaW $ - - . $ . - .
Spot $ 139872 5 5,052.40 1,308 72 5 5052.40
Total s 1,398.72 5 505240 § 1.388.72 5 5,052 40
8 5x11 $ 130872 5 505220 ff 8 138872 5 5052 40
85x14 s - . - $ - H - .
11217 $ . - - $ .| - -
Total $ 138872 5 5052201 8 1.388.72 |1 5 5,052 40
Total
T . Avy. Pieces/ Avyg, Pieces/
Revenue [$) Jobs “ ob Revenue (§) Jobs Job
Envelope
Letler 3 138872 5 147440 ] & 139872 5 1.474 40
Flat s - - : 3 - - -
Total 3 1,398.72 E) 1474404 & 1388 72 5 1,474 40
Merge Features
Maii merge na nia nia nia n/a n/a
Non.mail merge nia n/a nia n/a I nia n/a
Total nia n/a n/a nia i n’a nia
Maliling ;
First-Class $ 138872 5 147440 § 139872 5 1474 40
Standarg Ciass s - - - 3 - - -
Total $ 138872 5 147440 H $ 139872 | 5 1.474.40
* Revenus )
Proof
On-ine nis
Faxed nia
Mailed nia
Total $ .
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AP] Week 3

Mailing Online Report
PROGRAM TOTAL
For AP 1 Week 3, 08/26/98 to 10/2/98

AP 1 to Date

Year to Date

Total

Ycar To Date

| Revenus () Jobs |} Revena goy . Ave Then
Total $ 2.049.82 7 £,353.14 i 7 535314
Printing
Simplex $ 204092 7 535314 7 £,353.14
Duplex $ - - - - -
Total 204592 7 5,353.14 204892 7 535314
BEW $ - - - $ - . -
Spot _§ 204892 7 535314 H § 20480824 7 5353 29
Tota! $ 204892 7 535314 H S 204092 7 §.353.28
B 5x1% 3 2.049.82 7 5353 14 2.049.92 7 5.353 14
8 5x14 5 - . . - . .
11x17 $ - - - - - -
Total $ 204082 5,353.14 7 5,353.14

2,048.92 |

AP 1 1o Date Year to Date Year To Date
Total
Avg. Pisceys/ Avg. Pieces/
Revenue (§) Jobs sob Revenue ($) Jobs sab
Envelope
Letter § 204982 7 163467} 8 204802 7 1.634 57
Flat ] - - - $ - - .
Total § 204982 7 163457 H § 204882 7 1,634 57
Merge Features
Maii merge n'a nia nia nia nia nia
Non-mail merge, n/a n/a n/a nia nla n/a
Total nia nia n/a n/a ! nia nia
Mailing L
First-Class $ 204092 7 163457 HS 204082 7 1,634.57
Standard Cilass s . - - 3 NN - -
Total § 204992 7 163457 HS 2049802 7 1,634.57
Revenueis). Reverue(®) f| %ofsobs .0
Proof
On-line n/a nia nia
Faxed n'a n/'s $ - ns
Mailed n/a nia 3 - n/a
Total $ - 0% —El $ - H 0%

UNITEDSTATES
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BY MR. COSTICH:
Q Mr. Garvey, when you submitted Library Referernce
24, you indicated that there were some anomalies in the
data, is that correct?
A That is correct.
Q And you gave an example of a 1230 piece mailing

that only generated 55 cents in total revenue, ig that

correct?
A Correct, vyes.
Q Are you aware of any other anomalies in the data

that is in Library Reference 247

A Not precisely at this moment, no.

Q Qkay. Could you take a lock at Accounting Period
13, Week 1.

A I have it.

Q You are ahead of me. There was only one job that

week, is that correct?

A That is what it indicates, yes.

Q It doesn't give you much opportunity for batching,
does 1it?

A No, it does not.

Q That one job was 1,500 pieces though, is that
correct?

A Yeg, it is.

Q So you could do some significant presorting on
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that, right?
A Yes.
Q AP-13, Week 1 covered the period from August 15th
through the 21st, is that correct?
A Yes, it 1s correct.
Q Could you look at the last page of Library
Reference 23.
MR. HOLLIES: Excuse me, are we referring to the
Library Reference or to your extract thereof?
MR. COSTICH: I apologize, Mr. Presiding Officer.
I am referring tc the excerpts, the document that I passed
out, although in this case I think it is the same page.

BY MR. COSTICH:

Q In the first column there, do you see the date 18
Aug.?

iy Yes, I do.

o) That is the only date within the range of AP-13,

Week 1, right?

A That's correct, yes.

Q One mailer submitted one job on August 18th,
correct?

A That is what is indicated, yes.

Q And that job contained how many pieces?

A It indicates 1,200 pieces.

Q I believe that column is actually pages.
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A I'm sorry. Two different -- yes, it does. It's
3,000. Pardon me.

Q 3,000 pieces, and this is the wmailing that is
reported in the other Library Reference as being 1,500
pieces, is that correct?

A The date indicated on this mailing would indicate
that it should be in that range and therefore reported on
that report. I can't verify that this mailing is the
mailing that appears on this AP report though.

Q Well, it would be quite a coincidence that it is

exactly double, wouldn't you say?

A Yes.

Q And would you consider this an anomaly?

A I would consider this an anomaly, yes.

Q Do you know what caused it?

A I do not.

Q Is there any way to find out?

A If we go to the source data, I think that we can

make a try at it, yes.

Q Well, earlier when I was talking about the mail
merge, non-mail merge proportions, you seemed to indicate
that you had some knowledge of what could be done to correct
that. Did I misunderstand you?

A Mail merge proportions? You mean the reporting on

this report?
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Q Yes, the LR-24 reports.
A Yes, that is correct.
Q Did you acguire that after Mr. Wiggins

cross-examined you?

A No, I didn't.

Q Perhaps I misunderstood when you were being
cross-examined by Mr. Wiggins, but it seemed at that point
that you didn't know why that data had stopped being
reported and didn't know when it would be reported. Was
that correct?

y:\ No. It is correct that I didn't know why it
wasn't being reported, but I wasn't asked when it would be
reported by Mr. Wiggins.

Q So you haven't acquired any new information about
these reports since Mr. Wiggins cross-examined you.

A That is correct.

Q Could you look back at the AP13 week 1 page in

LR-247
A Yeg, I have it.
Q And under the area for AP13 to date, the left-hand

columns, do you see the column entitled "Jobs"?

A Yes.

Q And it shows one job.

A Yes.

Q And if you would lock on the next page, which is
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week 2 of AP13, do you see that there's a number 3 in that

jobs column?

A

Q

A

Yeg, I see that.
Can we infer that there were two jobs in week 27

Was the question can we infer that there were two

jobs in week 27

Q

A

Yes.

I think we could infer from the number 3 that

there were three jobs in week 2.

Q

Well, that's AP13 to date; is that correct? That

would include both weeks 1 and 27

Fooo

Q

I'm sorry. Yes, vou're absolutely correct.
So we'd need to subtract 1 from 3 and get 27?
Yes.

Now could you look over in the area for year to

date in week 2, and under jobs do you see the number 100?

A

Q
date,

A

Q
A

I do; yes.

And now if you'd look back to week 1 in year to

do you see the number 94 under jobs?

Yes, I do.
Does that tell us there were sgix jobs in week 27

It tells us that the system evidently thinks that

when it generates this report, or the keyer made some

mistake.

Q

Yes, there's an anomaly there.

Do you know what might have caused that other than
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a keying mistake?

a I'm sorry, 1 can't conjecture on that.

o) When you were here before, we had a discussion
about these reports, and I think you tried to explain how
they're generated. Is it correct that a lot of data is sent

to Price Waterhouse and they somehow boil it down into these

reportg?
A That is correct; yes.
Q Does it actually involve manual rekeying of data?
A In some instances it does; yes. Much of the data

arrives as data sets, which some of them can be manipulated,
but others have to be rekeyed.
Q AP13, week 2. That was also the week that

generated the 55-cent mailing; is that correct?

A Yes.

Q How long have you been aware of that 55-cent
mailing?

y:\ It was reported by Price Waterhouse as soon as

they discovered it. However, we think, and this is part of
what we're doing to correct the problems that we know are
inherent in these reports, we think that what's happened
here is that the volume of a submitted mailing, actually a
nonsubmitted mailing, I would say, has been reported as
being mailed volume when in fact what the customer requested

and received was a mailed-back proof.
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In going through the system the customer is given
the option of requesting a faxed-back or a mailed-back proof
prior to actually authorizing their mailing. That step that
they take, authorizing that proof copy to come back,
actually truncates the mailing process. They do not
actually mail out anything at that point except the one
proof copy, which is mailed back to them. It would appear
that the system here picked it up as a live mailing, even
though it wasn't completed at that time.

Q So you've got 1,230 pieces showing up here that
you think show up later as well?
A It's pessible that the customer came back and

completed the mailing after receiving the proof; yes.

Q In a different week.
A Yes.
Q I don't think I got an exact answer to my question

as to how long you have know about this particular problem.

A I can't say precisely but some number of weeks
anyway .
Q Would it be fair to say that Price Waterhouse has

been going over this report with a fine tooth comb?

A I would say, no, it is not fair to say that. I
would say that Price Waterhouse, as well as the system
developer, have been focusing on getting prepared to report

data from the market test, which we feel substantially more

ANN RILEY & ASSOCIATES, LTD.
Court Reporters
1025 Connecticut Avenue, NW, Suite 1014
Washington, D.C. 20036
{(202) 842-0034




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

important and more valuable than data from this operations
test.

Q Would you say that the gquality of these reports is
indicative of the quality of the reports that the Commission
ig going to be getting from the market test?

A I would say absclutely not.

0 And why is that?

A Two reasons. We have learned a bit about
reporting and about what the anomalies in the system are,
and we will watch for those. We expect the gystem to be a
lot more stable and to not have not periods when it doesn't
produce the data that it should. And, lastly, we are going
to be looking at it a lot more closely. This data was,
frankly, given the number of users and the number of
mailings and that sort of thing, was not all that useful to
us.

Q The data that you have provided in these two

Library References goes through October 2nd, is that

correct?
A Yes.
Q That was seven weeks ago?
A Yes.
Q Is there any more data from the operations test

that you could be providing?

A No, the operations test was ended on September
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30th.

Q

So we have got a gap of a month where no tests

were going on?

A

b= oI &

Q

data from

A

Q
are you?

A

That is correct.

No mailings were accepted?

No mailings were accepted.

And things started up again on October 30th?

That is correct.

So you have got at least several weeks' worth of

Yes.

the market test now, is that correct?

And where in the process of reporting that data

We are in the process of refining that data, and I

expect we will be able to report it, the first week of it

anyway,
Q
A
Q

A

Q

sort data

December.

A

by the end of next week.

So it is about a four-week gap?

For this first week of the reporting, vyes.

You are hoping to speed that up, I take it?

Not only hoping,

I am expecting.

Yesterday, your counsel indicated that depth of

might be generated starting the first week in

Do you recall that statement?

I am sorry, I don't remember the context of that

statement.
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0 ,é%; have a citation to transcript page 900, line
13.

MR. HOLLIES: Excuse me. Could you ask counsel to
check that site? I don't think we have a Volume 13.

COMMISSIONER GOLDWAY: Line 13.

MR. COSTICH: Line 13 is what I should have said.
I apologize.

COMMISSIONER LeBLANC: If you could, Mr. Costich,
it would probably help matters if you could give the -- is
there a need to give the witness a copy of that so he can
follow along, or would it help?

MR. COSTICH: Well, I guess what I am really
interested in is the witness' own understanding of when
depth of sort data will become available.

THE WITNESS: Well, as I have indicated, the
reports that come along with the mailing statements, the
qualification reports, have depth of sort information on
them. What we are expecting on December 6th is that the
current system modification to allow the Mail.Dat report and
to modify the Postal Soft report templates, which will
correct some problems we have got now, will allow the proper
reporting of depth of sort information, to the extent that
we can provide it and, as I have also indicated, we will be
looking at the Mail.Dat file to see if we can do anything

else with that.
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BY MR. COSTICH:

Q Is that data going to go to a contractor?

A The Mail.Dat data?

Q Yes.

A Yes. It's getting late.

Q So on December 6th, you are going to make the

change, is that correct?

A December -- I won't go into the whole subsequent
of events, but any change to this production level system
that we are running, by our internal requirements, has to go
through a process with a set of testing steps and
verification steps to make sure it is not adversely
impacting the operation of the rest of the system. I think
December 6th is the date on which we hope to have those
tests completed and the actual implementation of the changes
take effect.

Q So data would start to flow at that point?

A Yes, and that would be the time at which we would
hope to have retrospective data from the beginning of the
market test available as well.

Q So once you revigse the software, you are going to
be able go back and get depth of sort data for the whole
market test?

A We hope so.

Q If the data do start to flow on December 6th, you
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will get a week's worth around the 13th, is that correct?

A I don't know what you mean by that.

Q Let's think only about prospective data, not data
from earlier in the market test. If you start collecting
data on the 6th, on the 13th, yvou will have a week's worth
of new data, is that correct?

A Oh, we will have collected, yes. The data comes
in dribs and drabs, shall we say, from different sources,
and we are collecting it, and we would have at that point a
week's worth of collected data, yes.

Q and would you be giving it to your contractor at
that point?

A Some of it, and the Mail.Dat is an example of
this. We hope it will be able to be electronically
transferred to the contractor on a daily basis. But they
will have collected at the end of that week, a week's worth
of those files, yes.

Q How long after the contractor gets ahold of it
could it be reported to the Commission?

A I am hoping that the contractor has done encugh
advance work that they will be able to give us the data, as
required, on a weekly basis with a week turnaround. That is
my expectation and I am not sure that in the first week we
will have that, but that would be my goal.

Q So sometime around Christmas the Commission might
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see that data? ‘

yiy Well, as I said, I would hope that on December
13th we would have that first week collected and reported,
if everything is working correctly.

Q Would your experience suggest that it might take a
little longer to get this data flowing?

A Experience would suggest that things are not
always as they are expected to be, yes.

Q Could you turn to your response to Interrogatory
OCA/USPS-T1-63, Part (c).

A Okay. -W—

W

O —& are at T1-63 --
A Yes.
Q Part (c¢). Here you say that an MOL customer i s

shown both a printing charge for his job and a postage
charge for the job and then a total charge, is that correct?

A That is correct.

Q Is this so the customer can see what a great deal
the Postal Service is giving on the postage?

a No. It was intended to fully inform the customer
about the charges that were being charged to them.

Q Well, why would the customer care how much was
printing and how much was postage?

A Well, given that they are able to select different

finishing options, they are able to go through a menuing
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process of selecting and deselecting different options so
that if for instance highlight color is more expensive than
they are willing to pay, they can deselect that and see a
different price for the printing.

If they choose some finishing option like binding
that they discover is more expensive than they wanted, they
can lower the printing price but it doesn't affect the
postage price.

Q So they would see the same change in the total
charge that they see in the printing charge, right?
A If they were given a total price, yes, they would

see the same absolute change.

Q I am still a little puzzled.
A Well, I think the issue is fully informing the
customer about what they are paying for and it -- I can say

that this was a matter of some discussion in the system
design, and the consensus was -- it wasn't just my
decision -- the consensus was that the customer should be
fully informed about what they are doing, and that is the
route we chose.

Q It wasn't just to let the customer know what a
great deal he was getting?

A No, it was not.

Q Could you look at your response to Interrogatory

MASA/USPS-T1-20.
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A Yes, I have it.

Q Could you look at Part B of your response?

A Yes.

Q You say that a pre-certification process has begun

for the next three printer contractsg, is that correct?

A Yes.

Q Could you describe that process in a little more
detail?

A Certainly. 1It's a standard process that the

Postal Service Purchasing Group goes through and it involves
notifying the universe, as it were, of providers of the
services that we are looking for that we are in fact
searching for qualified providers and giving a set of basic
qualifications of what those service providers will be
expected to either do or be to qualify to submit a proposal.
Those prequalification submittals are then
evaluated on the merits of what they submit and a list
emerges of suppliers who have proved that they can in fact
provide the services that we need.
It simplifies and makes more efficient the
purchasing process.
Q Now has that process been completed, the
pre-certification process?
A It has not.

Q In the last sentence of your response here, you
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say that proposals will be solicited in the near future, is
that correct?

A Yes.

Q But the proposals aren't going to be solicited
until the pre-certification process is completed?

A That is correct, yes.

Q Do you have any sense of how long it is going to
be before the pre-certification process is complete?

A Well, it begins -- the actual processing begins on
Monday and I expect it to be completed within a week or week
and a half.

Q And once that process is complete, how long before
selicitation goes out?

A Well, it could go out almost immediately. I don't
know that it will because of the Christmas holidays but the
template that we have, which was used for the acquisition of
the print services currently being used in the Boston area
is what we intend to use for this one, so it is all ready to
go.

Q And once the solicitation goes out, how long do

the contractors have to respond?

A I'm sorry, I don't know the answer to that
guestion.

Q More than a day?

A Yes. Absolutely more than a day.
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Q More than a week?
A Yes, more than a week.
COMMISSIONER LeBLANC: Excuse me, Mr. Costich,
We're right about that six o'clock bewitching hour, as they
say.
Where are you as far as being able to find a

position that it might be advantageous for waiting 'til

tomorrow?
MR. COSTICH: Could I just finish this line of
questions?
COMMISSIONER LeBLANC: By all means.
MR, COSTICH: It should take about two minutes.
COMMISSIONER LeBLANC: Thank you.
MR. COSTICH: I hope.
Q We have gotten up to the point where the

contractors make their submissions to the Postal Service.
Do you have any sense of how long it would take the Postal
Service to evaluate the submissions and award contracts?

y:\ I do have a sense, having been involved in a
couple of those, and it can take anywhere from two weeks to
several months, depending upon how focused and expedited the
effort is.

Q You're going to be focusing and expediting this
effort, aren't you?

A Indeed we are; yes.
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Q But we're talking about sometime next year before
these contracts are awarded, aren't we?

A Yes.

Q The second print site is supposed to go on line
December 7; is that correct?

A According to the original schedule that we had,
yes, that was the expected date of acquisition for the

second print site.

Q So that schedule has slipped a little?

A Quite a bit, I'd say.

Q Can you quantify "quite a bit"?

A Well, as you mentioned, it will be next year

before we can have even a second or even all three
operational. I think the realization that came to us was
that during the market test, it's unlikely that we would
need the additional capacity, and therefore the expedited
nature of what we were trying to do relaxed a bit.

MR. COSTICH: This is a good place to stop, Mr.
Presiding Officer.

COMMISSIONER LeBLANC: Thank you, Mr. Costich.

Thank you, Mr. Garvey.

This looks like as Mr. Costich says a good place
to stop for this evening. We will resume tomorrow at 9:30
a.m. with further cross-examination for you, Mr. Garvey.

Until then, this hearing is in recess. Thank you very much.
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[Whereupon, at 6:03 p.m., the hearing was

recessed, to reconvene at 9:30 a.m., Friday, November 20,

1998.]
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