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Re: Docket No. MT2011-2

In accordance with Commission Order No. 721, issued April 28, 2011 in Docket No. MT2011-2,
the Postal Service presents the following data collection report on the market test for Gift Cards,
for Quarters 1 and 2 of FY 2014.

From October 1, 2013 through March 31, 2014, 169,394 American Express gift cards were sold,
for feerevenues of $435,817.40. After completing revenue sharing payments, net revenue was
$320,280.34." Volume increased over the same period last year primarily because of the two-
week promotion from November 29 to December 12, 2013, during which 85,422 gift cards were
purchased at no fee to the customer. Because Postal Service partners were unable to agree on
terms of sale for closed loop cards during the data collection period, only open loop cards were
sold at the approximately 5,000 retail locations. In the offices that sell both gift cards and
greeting cards, 9.61 percent of the gift cards were sold with greeting cards. The Postal Service
believes that a high percentage of the gift cards sold along with greeting cards were mailed.
Moreover, 63.95 percent of the transactions involving gift cards in all locations included the sale
of other postal products or services, which also might indicate that the gift cards were mailed.
For more information on the proportion of gift cards that are mailed or likely to be mailed, please
see the earlier data collection report filed on April 27, 2012.

The Postal Service has undertaken several measures in an effort to draw conclusions
concerning the transaction costs associated with selling gift cards. Various proxies have been
researched and investigated; so far none of them has proven to be closely related to the
activities of selling gift cards. The Postal Service also has attempted to study window
transaction activities for selling gift cards. Even during the holiday season, it was difficult to find
and measure gift card window transactions, because, with an average of fewer than 2 cards
sold per week per location, they were spread among many retail locations.

! The revenue numbers do not include net fee reimbursements of $191,573.83 from the promotion period,
which would be an addition to the net revenue. The net revenue also does not reflect costs such as
selling costs and credit card fees
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The market test has helped to illuminate the gift cards sales process. But the test has been
inconclusive with regard to determining whether the product is covering its costs. With that said,
however, the transaction times for the small number of transactions observed suggest that the
product revenue is covering its costs.? The gift card fees are high enough to cover the costs for
the longest transaction time possible from the 2005 window transaction study (for Registered
Mail). Since it is highly unlikely that a gift card transaction is as complicated as a Registered
Mail transaction, it is safe to assume that the program is not losing money.

Sincerely,

David H. Rubin
Attorney

% The average time per gift card sold from the small number of transactions was 1.12 minutes.



