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OCA/USPS-T1-39. For Discover Financial Services (DFS), please provide an

analysis equivalent to that submitted by witness Crum at Tr. 2/318-22 (Docket

No. MC2002-2), in response to POIR 2, question 7.

a. In your analysis, address specifically the fact that DFS’ estimated First-
Class Mail (FCM) solicitation volumes are approximately 23% of Capital
One’s FCM solicitation volumes.

b. Also, address specifically the fact that in contrast to Capital One, which
had an obligation to update its address lists within two days of receipt of
electronic ACS notices (Tr. 2/321), DFS is given a longer period of time —
30 days — to update its address lists.

C. Isn’t it generally correct that dividing Capital One’s annual volumes of
FCM solicitations — 768 million — by the number of delivery points in the
United States (witness Crum used a figure of 137,682,00, from the Postal
Service’s 2001 Annual Report; Tr. 2/320) yielded an implied average
number of pieces per delivery point of 5.6? If you do not agree, please
explain.

d. Isn’t it generally correct that dividing DFS’ estimated annual volumes of
FCM solicitations — 174 million — yields an implied average number of
pieces per delivery point of 1.27? If you do not agree, please explain.

e. Doesn’t a comparison of the figures set forth in parts c. and d., i.e., 5.6
versus 1.27, suggest that the Postal Service is much less likely to benefit
from avoided forwards in the case of DFS than it does in the case of
Capital One? If you do not agree, please explain.

f. Please confirm that an obligation to update address lists within 30 days
(DFS) compared to 2 days (Capital One) is likely to result in higher costs
for the Postal Service for forwarding and returning DFS’ UAA mail as
compared to Capital One. If you do not confirm, please explain.

RESPONSE:

As Witness Crum stated in cross examination in Docket No. MC2002-2,
Transcript Volume 3, page 363, lines 20-21, the Postal Service provided the
information in POIR2-7 from that case in “response and not part of testimony” as
a general baseline analysis of what the minimum savings for eliminating future
forwards could be calculated as. This is also the reason any benefits from
forwarding are not calculated as a savings, or presented as savings, in my
testimony. Witness Crum identified that the information was not presented in

“testimony because | (witness Crum) didn’t believe there was solid support of a
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number.” (Transcript, Volume 3, page 363, lines 23-25). The Postal Service, in
the case of DFS, is similarly unable to provide data other than the “averages”
provided by witness Crum. Below, | will address the specific points identified by
the OCA.

(a) DFS's estimated FCM solicitation volume is approximately 23% of
Capital One’s FCM solicitation volume, which would indicate that the potential
pool of ACS savings for DFS is smaller than for Capital One.

(b) Confirmed that DFS's obligation to update its list is within 30 days, as
compared to Capital One’s obligation of 2 days. This change reflects the
difference in operating structure between DFS and Capital One, and that the two
mailers have unique business rules and practices.

(c) Confirmed that dividing the number of FCM solicitations for Capital
One by the number of delivery points in the United States, yields an implied
average number of pieces per delivery point of 5.6. However, as Witness Crum
stated in oral cross examination, Volume 3, lines 24-26, “Certainly we don’t know
that Capital One mails to every domestic delivery point. | would seriously doubt
they do but we had to try to make some calculations to respond to their (POIR
request 2) request.” This implies that the analysis provided in response to POIR
2 was the most conservative estimate of savings from eliminating repeat
forwards.

(d) Confirmed that dividing DFS's annual FCM solicitation volume of 174

million by the total number of delivery points yields an implied average of 1.27.

However, as Witness Giffney has indicated, DFS may mail multiple times to a
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prospective customer. Moreover, not every household fits the characteristics
(which are variables which could range from credit scores to income) that would
meet DFS customer requirements. For these reasons, it is highly unlikely that
DFS mails to every delivery point in the United States. Applying the average
methodology employed by Witness Crum in response to the POIR to provide a
framework for calculating estimated savings from repeat forwards, while applying
the same values for all the variables, does not provide a meaningful analysis for
smaller FCM solicitation mailers.

(e) Not confirmed. Please see my response to (d) above.

() Not confirmed. While it is possible that more frequent updates may
result in earlier detection, and thus the avoidance of future UAA mailings, we do
not know the timing of Discover's repeat mailings to prospective customers.
Therefore, | cannot estimate whether the cost is higher as a result of the 30 day
obligation. The basis for an assumption that costs would be higher is if one
assumes that Discover makes multiple mailings to the same prospective
customer within a 30 day period. If, however, the repeat mailings are normally

distributed over the year, the potential savings from eliminating future forwards

would provide substantial savings for the Postal Service.
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