MTAC Workgroup 114
Service Standards and Measurement for Market-Dominant Products
First-Class Mail Subgroup
April 12, 2007 Meeting Minutes

Review of DST Proposal

E. C. Nix, DST Output, led adiscussion reviewing DST’ s proposa for Firg-Class Mail (FCM) service standards (see
handout previoudy digtributed and available on the workgroup web site). He reiterated that the numbers being used on
the chart in the proposal are examples for discussion purposes only, and focused on the proposed methodol ogy.

Mailers on the subgroup agree that the tail of the mail idedly should be reduced or diminated in a perfect world, but
short of that, there should be targets and measurement. Barry Walsh, USPS, said that the USPS currently measures
thetall of the mail ddivery for FCM but has no standards around that. Lex Litton, Phoenix-Hecht, suggested that
falure should have measurement as well, i.e,, thetail of the mail ddlivery should aso be measured and perhaps have
targets.

Jm Cdlow, PRC, asked for clarification —isthe DST proposd basicaly that if 5 percent of the mail does not meet the
1-, 2- or 3-day service standard, then set standards for that 5 percent in terms of the USPS' performance? The group
agreed that is the basic concept being discussed.  Ms. Siviter suggested that Roya Mail may have a structure of
“bands’ around service andards that is Smilar in concept, but said she was not sure of the specific structure used.

Shelley Dreifuss, OCA PRC, commented that the Postd Service has to measure dl the areas where the mail is
delivered. She sad the Postd Serviceisignoring thetail of the mail in the exigting service standards and measuremernt,
and consumers are giving up on mailing payments and paying bills online, reducing a large revenue stream.  Ernie

Rojas, Pitney Bowes, suggested that the USPS should end EXFC in lieu of an intdligent mail solution. He also stressed
that single piece FCM mall incorporates alot of mail not entered at business mail acceptance units, and that the
workgroup should focuson al FCM.

Chris Oronzio, USPS subgroup co-chair, said he likes the idea of standards/measurement for the tail of the mall.
Maryellen Clarke, USPS, suggested that the 1-, 2- and 3-day standards perhaps should be set at 98-99% rather than
95%. Jm Prevogt, Prevost Enterprises, said that athough the numbers used in DST’ s example are hypotheticd, they
seem somewhat solid, but the group aso seems to be saying that perhaps there should be a 98 percent target for each
delivery day and then measurement around that performance godl.

Jody Berenblatt, Bank of America, industry subgroup co-chair, suggested that there are two separate idess. first, when
the USPS does not ddliver the first day it was supposed to, it gets alittle extratime. The other ideais when it doesn't
deliver on thefirgt day, the importance for ddlivery getsraised (e.g., that mail then gets priority processng). E. C. Nix
said that would make things very complex for the USPS to work with. He does not want to spesk for the Postal
Service, but it would be hard to build an exception process to make sure that pieces of missent mail got handled by a
gpecid processthrough aplant. Kathy Sviter, PostCom, full workgroup industry co-chair, said it could be an
expengve proposition to have the USPS identify a specific mailpiece/mailing mid-stream and give it priority handling.
Mr. Nix said the USPS has a process to accderate handling of overnight mail if it is not ddivered overnight.

Ms. Siviter said that it should not be the group’s job to tell the USPS how to resolve its service problems — our misson
isto set the standards based on industry needs, and put measurement systems and reporting around those standards,
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but not to specify exactly how the USPS should resolve service issues. Cameron Bdllamy, GrayHair Software, sad
that was not the intent of the proposa. Mail that does not make the standard should still be measured. Do we have a
standard for the 5 percent (example) that does not meet the standard?

Bill McComb, Netflix, said that the tail of the mail is sub-standard delivery. The standard ought to be 98, 99, 100
percent. Jeff Lewis, USPS full workgroup co-chair, suggested that he and Mr. Oronzio take the discussion offline and
articulate their thoughts back to the group. The USPS thinks standards are a black and white thing, but will give some
thought to acknowledgment of how to gauge the degree of failure.  The group agreed that there should be different
expectations for remittance mail.

FCM Products Within Workgroup Scope

The subgroup members asked the USPS for clarification on which Firs-Class Mail products are included in the
workgroup's charter in terms of establishing service standards and measurement. Mr. Lewis said that FCM deposited
in acollection box is not part of the MTAC workgroup's charter, but that does not mean it will not be addressed. The
USPSfedsthat its existing EXFC program adequately measures collection box mail, he noted. Theissue of collection
box mail and other more consumer type products will be addressed by the USPS Consumer Advocate group, which is
working with the PRC’ s Office of the Consumer Advocate (OCA). Courtesy Reply Mail (CRM) and Business Reply
Mail (BRM) should be included in the workgroup's discussions, he clarified.

Ernie Rojas, Pitney Bowes, said that the FCM standards the group establishes through the MTAC workgroup process
should be those that represent all FCM, including collection box mail. The USPS and subgroup members agreed.

Shelley Dreifuss, PRC OCA, said they have question about what products/services are being covered by the MTAC
workgroup and those that are not. FCM parcels, for instance, sent by small business mailers — where can those
mallers express their concerns about measurement, sandards and service difficulties? Mr. Lewis said that in terms of
Setting standards and measurement, the MTAC workgroup would be the appropriate venue, but stressed that thisis not
avenue for specific service complaints. For those issues, mailers should be working through the gppropriate USPS
contacts to resolve service issues.

Ms. Berenblatt said that in the OCA’sforma commentsfiled at the PRC, it said specid services have no place for
discussion, but at the last meeting of this subgroup we said some will be included in our work.  Ms. Siviter encouraged
al members of the group to read the OCA’sforma comments (alink has been posted from the workgroup web site),
which were submitted in response to the PRC’ s rulemaking on the ratemaking process under the new law, and which
include a significant section on service performance and measurement.  Ms. Siviter o advised the subgroup that the
full workgroup at tomorrow’ s meeting will be reviewing the list of Specid Services to determine which should be
included in the MTAC workgroup's charter.

Don Harle, MTAC Industry Vice-Chair, noted that when MTAC was asked to create the workgroup, there was no
discusson that there were certain exceptions, but which things go in which subgroups is a different issue.

Mr. Lewis raiterated that the USPS thinks it has the measurement solution for collection box mail, but not for the rest of
Firg-Class Mail, which iswhere it needs input from business mailers.  But, he acknowledged, the world is not dways
ample, and there are FCM mailers like Netflix, that use collection boxes, and remittance mail used by large financid
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indtitutions, etc. He said the USPS would like to see the workgroup first focus on bulk-entered FCM, then look at the
other areas. We don't want to get held up on the core mission of the workgroup because we are getting lost in too
many other directions.

Ms. Berenblatt stressed that in some ways you can't separate bulk business mail from citizen mail because they are
inter-dependent.  Mr. Nix stressed that setting the standards is important because the USPS will set its Critical Entry
Times (CETYS), operations, carrier schedules, transportation, etc. around those standards. But we can't be
unreasonable because we can't afford it.

Jm Calow, PRC, noted that the statute requires that we look at standards for al FCM. In terms of measurement, he
disagreed that we should accept that single piece measurement is taken care of sufficiently by EXFC, but we don't
want to pre-judge the future. He suggested that down the road, there may be ways in which technology will develop
to measure bulk FCM that then could piggyback with single piece and EXFC is no longer needed.

Ms. Dreifuss noted that looking a major service standards changes the USPS made in 1989 (docket no. —-89-1), in the
old Pogtdl Reorganization Act (PRA) erawhen the then Postal Rate Commission could tell the USPS it did not like its
changes and the USPS could just say the PRC provides an advisory opinion that it does not have to follow...prior to
the 1989 change, the overnight service areawas about a 150-mile radius, but the 1989 change narrowed it to about 50
miles. Could this group re-vidt that? It might be costly to re-establish the previous standard, but do we want to accept
the narrower standard today? There were lesser changes made to the 2-day and 3-day standards, she noted, but
asked if busness malers want to re-vigt thet in this workgroup.

Jm Hess, USPS, said the Postd Serviceis satisfied with the change. 1t did not just use a50 mile overnight radius, he
noted, there are areas where the overnight radius is 15-20 miles and some where it is hundreds of miles. It isbased on
trangportation, mail flows, etc. He said the 1989 case was extensive and customer input was sought before the changes
were made. Since then, other changes have been made to the standards based on internal changes. Ms. Dreifuss
responded that athough the USPS may have asked for customer input, it largely ignored their views in the 1989 case.

Ms. Siviter suggested that the group not spend too much time re-hashing the events of 1989, but noted that the full
workgroup does intend to include in its recommendations the development of aformal review process that includes
customer input and dialog on changes to sarvice sandards.  But the question the group should be focusing onin terms
of establishing service standards is— do the existing standards meet your company’s business needs? If not, what
needs to be changed? That is the question on the table for the workgroup.

John Sexton, PSI Group, noted that in testimony in 1989, the USPS said that an ongoing review process would be put
in place...but it has not been. The workgroup needs to be sure to include that in its recommendetions. There have
been dramatic changes in the busness FCM industry, and with consolidations and workshare, it is a different customer
profile than in 1989, so the review process should reflect today’ s community with large mailers having arole in how the
network isinfluenced.

Forwards/Returns and Service Standards

Jeffrey Fistel, USPS, gave alengthy and detailed presentation on the Postal Automated Redirection System (PARYS)
and the potentia service impacts for forwarded/returned mail. A copy of the presentation will be posted on the
workgroup web site. Subgroup participants were encouraged to focus on those aspects of the process that could
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impact service and whether/how service stlandards could reflect those processes. The following highlights from Mr.
Fistd’s presentation are noted:

. The USPS processes 43 million COAs annually, not including those filed by phone or internet, and not
including carrier correctionsto origina COAsfiled by customers (see below).

. When customer completes a USPS Change-of-Address (COA) hardcopy form, they could make a
mistake (wrong apt. #, etc.). A USPS carrier will get aprint out of COAs where the addressis not a
vadid ddivery point, and they can complete aform 3546 (change to the origind COA), but thereisalag
time between thefiling of the COA by the customer and the carrier correction, and natification to the
customer does not hagppen until later in the process (when the customer initiates an inquiry because mail
is not being properly re-directed). Industry urged the USPS to review this process in the appropriate
venue (not this workgroup) and provide customer notification as early as possible so that incorrect
addresses are not born. The customer may provide that incorrect address to others which multiplies
the incidence of the incorrect addressin mailer systems, etc.

. Tim Gribben, USPS Intdlligent Mail, reported that the USPS has a focused strategy to move customers
to internet COA process, which prompts the customer for correct address information.

. The USPSin September will be introducing new COA forms with barcodes.

. The technology has changed which the USPS uses to get COA formsinto the system. It now isusing
two separate form readers once the forms have been scanned in. If both readers agree on an dement
of the COA, that element is considered verified. Whatever the two readers disagree on, goesto a
REC ste keyer. If the keyer agrees with one of the readers, that eement is consdered verified. Then
the information goes into the system. If the keyer does not agree with either reader, it goesto an
additional keyer, upto 3 keyers. Thisprocesstimeisvariable, but is hours, not days.

. There currently do not appear to be specific standards around the processes involved in USPS handling
of COAs. The USPS admitted that parts of the process could take aweek or moreif acarrier ison
vacation, for ingdance. But during that time, the mail is ill going to the old address.

. The USPS said that about 50-55% of mail that has a COA onfileisintercepted by PARS, whichisat
about 75% deployment. When full deployment is reached, about 98% of network mail will go through
afacility with intercept capability. That does not mean the intercept is dways a the origin, it means that
including origin and destination processing, the mail gets intercepted 98% of the time, but not
necessarily on the origin machine.  The service expectation would depend on whether the origin plant
intercepts the piece at that point. Ms. Dreifuss asked what makes the piece interceptable, and Mr.
Fistel responded that machine speed, the camerd s ability to identify the address, and other factors play
into whether or not a piece isintercepted, plus the addressee name needs to be an exact match. For
example, if 50 COA piecesin arow went through a machine, its speed could not keep up with the
required activities to identify and intercept each piece.

Ms. Siviter summarized the presentation (which she recommended be viewed by MTAC workgroups working on
address quality issues) as showing that the processesinvolved in forwarding/return of mail are very complex, include
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many variables that can impact service, and different mailstreams (PARS vs non-PARS) might be hard to identify in
terms of service expectations/standards.  Can the USPS say what the average number of days would be to process
and ddliver forwarded pieces for our service standards discusson?

Mr. Nix said that a new Start the Clock after a piece has been intercepted and labeled by PARS might be the best
solution. Mr. Callow asked what internal goas the USPS has for processing these pieces, eg., is there a 5-day wait
built into the system, and other time periods of gods the USPS has for COAS? Mr. Oronzio said once apieceis
labeled with the new address, it goes back into the mailstream and then is subject to the same FCM service standards
astherest of the mail but with anew start a that point.

Ms. Dreifuss reported that her office often has complaints thet it has taken one month before mall is re-directed to its
new address after a COA isfiled. Why doesit take that long now, and will the changes the USPS is making in
September address those issues?

The USPS agreed to discuss the issue of forwards/returns further internally and come back to the subgroup with its
thoughts on service standards for this mail.

Remittance Mail and Service Standards

Prat Shah, USPS, presented severa handouts (which will be posted on the WG web site) highlighting facts about the
remittance mailstream. About 60% of the entire FCM base is derived from hills, statements and payments, he noted.
Of that, remittance mail is about 20%. On any given day, the USPS handles nearly $20 billion worth of commerce
through remittance mail, and that’s a conservative esimate.

Remittance mall is divided into two categories.  retall (FIM, reply malil, condtitutes mgority of retall volume) which is
low dollar high volume mail; and wholesde, which is high dallar low volume mail, induding $1 million - $5 million
checks going through the USPS to mgjor 5-digit ZIP code financid ingtitutions, etc. 1n response to the question of why
the latter is not prone to eectronic diverson vs. using the mail, Mr. Litton responded that when corporations pay other
corporations, the payment could go dectronicdly but unless the information about what is being paid could dso go
electronicdly, that option is not of vaue to the corporation. And no one has come up with a viable way to exchange
eectronicadly wha sometimes is multiple invoices or information pieces to support the payment.

Remittance mail is not measured today by EXFC, Mr. Shah noted, dthough there are kits within EXFC today that
mirror some of the remittance mail characteristics (e.g., #10 window envel opes, nonbarcoded, etc.), but they are not
exactly like remittance mail pieces. Inthelate 1990's, a specid remittance team was Started at USPS Headquarters
and there was an effort to try to extend EXFC to remittance mail, he noted, but a sample size large enough to mirror
retail volume could not be performed, and reporting was an issue. The USPS has not pursued any other measurement
of remittance mail. Phoenix-Hecht isthe Sngle source today for measurement of remittance mail.

Processing centers for wholesale remittance mail are located solely on the performance of USPS facilities, as assessed
by Phoenix-Hecht. Phoenix-Hecht measures remittance mail performance two times per year, usng seedsin 150-180
origin cities. The clock starts when the seed mail is entered at the post office counter or collection box. Seedsare
destined to about 37 mgor remittance centers which are located based on bank locations that subscribe to Phoenix-
Hecht. A site may not get much volume, but if a subscriber bank wants it studied, it isincluded. The clock stopswhen
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the piece arrives at the remittance processing center (although Phoenix-Hecht dso performs measurement of the
processing of the remittance piece that begins at the remittance processing center and ends when the deposit is made).

The Pogtal Service owns about 75-80% of thetotd float time of that payment, Mr. Litton noted. One sgnificant
component that drives some performanceis that once the mail is processed in postd facilities and receivesitslast scan
on the machine (all Phoenix-Hecht seed mail is Planet-coded), then the USPS is done because the mail is made
available to the customer. In just about every mgor remittance center, however, private couriers are employed to
come pick up themail. Some banks pick up only once a day, others pick up 24 times a day.

Phoenix-Hecht measures service performance in hours, not days, because remittance mailers are looking at the number
of hours it takes the mail to get to them.

Phoenix-Hecht does not track handwritten non barcoded remit pieces, however. In many cases the business mails
remittance using an address on a check that shows through awindow envelope, but many issues with the address
readability, etc. are associated with thismethod. Mr. Lewis asked what is not measured by Phoenix-Hecht and how
representative the dataiis of the overal remittance industry. Also, Phoenix-Hecht reports twice per year, he noted.

The USPS under the law is required to report once a year, which he said probably will not pass the laugh test with most
condtituencies, but for smdler volumes of mail perhaps less frequently reporting or rigor might be away to keep costs
down. The Postdl Service does not have to measure everything, he suggested, others could do it.

Mr. Litton said that corporate Americais the real user of Phoenix-Hecht data to determine how many processing
centers they need and where. Those are long term decisions, so measuring only twice ayear isreasonable. If you are
using the data to run operations, however, twice ayear isnot good. Internal processors generaly don't subscribe to
Phoenix-Hecht, which leaves out much retall such as utilities, and large credit cards that process their own remittance.
Mr. Lewis asked if Phoenix-Hecht fedls its service scores match those presented by utilities, and Mr. Litton said
Phoenix-Hecht' s are better because they are not as driven by flat and speed of processing, but more by the cost of
transactions as long as credits of customer payments are processed in a reasonable amount of time. That’swhy
Phoenix-Hecht isfocused on hours for service vs. days. Corporate Americais focused on the days to credit payment
and days to withdraw funds, which get down to hours.

Ms. Dreifuss asked how Phoenix-Hecht chose its 170 entry points and whether they change over a period of time, and
whether there gppears to be sgnificantly different service for pieces entered into collection boxes versusto post office
retail counters. Mr. Litton responded that the 170 entry points are based on postal plants, not necessarily urban
locations, and chosen based on the outbound volume of First-Class Mail, so those 170 plants surveyed represent about
80% of outbound FCM volume. He said Phoenix-Hecht would like to never change those points so that trend data
can be gathered, which reguires the same entry points for comparison purposes, but unfortunately with USPS network
consolidation some changes do have to be made. He said Phoenix-Hecht is probably not as sengtive to potentia
faluresin Start the Clock, so its mailing agents are told to mail the item in a method reasonable to gpproximate what
corporations would do. Generdly pieces are mailed in collection boxes, and when significant problems are
encountered we tdll the agent to start mailing at the post office because otherwise it introduces artificid noise into the
data

Ms. Siviter asked if the Remittance Mail Advisory Council, ajoint effort between the USPS and remittance mailers, has
discussed sarvice sandards or measurement, and to what end. Mr. Litton said there has not been much discussion on
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gtandards because remittance mailers fet they could not change much since the 1989 proceeding. Remittance mailers
wanted to focus the USPS on how EXFC fails the industry and causes the USPS to make decisions that can be
negative for the remit community. For instance, the USPS may decide it can change an air transportation route to
surface and gill make its standards and therefore thinks there is no impact, but snce EXFC does not track when the
USPS performs better than the stlandard, it misses the subtleties of this type of change causng mail to take hours longer
to arrive and hit at bad times in terms of clearance. So the USPS might make a perfectly rational cost-based decision
that has a Sgnificant negative impact on remittance mallers.

Mr. Shah acknowledged that these types of impacts do happen, referring to one of the handouts prepared for the
mesting, which notes that the advance number was reduced from around 55% to around 30%. The USPS 4till is
making its standards, but taking longer in hours, so the number of hours increases on the Phoenix-Hecht survey. Ms.
Berenblatt asked how the USPS communicated that network change to the remittance mailers beforehand. Mr. Shah
sad that individua Stes did communicate and in some cases, the Stes saw arriva profile differences. Mr. Litton sad
that the Remittance Mail Advisory Council has devoted one third of its resources to communicetion issueswhereit is
fdt that the USPS and industry are missing important didog. When this type of change is envisoned, it will impact
remittance malers.  Conversdly, if alarge remittance mailer moves from City A to City B and does not give the USPS
notice, it does not warn the USPS on mail flow impacts for that facility. The communication needs to go both ways.

Mr. Lewis noted that there are huge cost implications between air and surface trangportation, which is what drives
those types of decisons. Ms. Berenblatt recommended that a big component of the workgroup’ s recommendations
should be around the need for better communication.

Mr. Shah noted that thereis not a solid measurement base today on retail remittance mail, which is very streamlined in
terms of USPS processing. He suggested that the clock should be stopped at the last hit in the USPS plant because
that’ s when the USPS miakes it available for delivery, and it’ s up to the remittance mailer to pick it up. He said the
USPS needs measurement on remittance mail more than twice per year and needs awider mail base to survey.

The USPS interndly is performing a nationa Planet code seed testing for remittance mail, Mr. Shah reported, which it
has done once and is getting ready to do again at the end of April. Ms. Berenblatt asked if that dataiis being shared
with customers and Mr. Shah said it is being done through the BSN's and Susan Plonkey’ s group.  The USPS has
people put Planet Codes on live mailpieces and re-induct them into the system, seeding roughly 100-150 pieces of mail
per night in every mgor origin facility in the country, then taking that data for analyss. The USPS has not yet
developed the detailed reportsit needs, but isworking oniit, hereported.  Mr. Gribben clarified that thistest is a plant-
to-plant diagnogtics test which the USPS expanded last quarter, and is designed to see what is happening between
podta facilities.

Mr. Shah reported that there are two programs the USPS is working on to expedite remittance mail flow. Oneisthe
national FIM list, where destination offices that receive alot of CRM FIM mail can request that separate direct sorts be
added when sort plans are developed by origin offices where a sgnificant volume of mail for that firm can be pulled asa
direct sort. Nationa Firm Holdout is an initiative to address wholesdle remittance mail.  The key to remittance success
isto keep the mail congtantly moving throughout the building, he sad. The USPS' chdlenge is equipment availability to
run the mail.

Ms. Siviter suggested that some FCM mailers dream of getting service such as remittance mail currently receives...what
are the remittance mailers needsin terms of service sandards? Mr. Litton responded that service standards for
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remittance mail are acceptable asthey are today, but for the measurement a system is needed that recognizes two
problems. a5-day failure on a$10,000 check is more punitive than a 1-day failure; and the measurement system
ought to reward performance that beats the standards so that when decisions are made on trangportation, there is
knowledge that it would hurt one siream of mail that has a gnificant financid vaue.

Mr. Litton said one big issue for remittance mailersisthat of “phantom” P. O. Box addresses, which are not physical
post office boxes, but phantom addresses. These must match those in the USPS database in order to get accurate
barcodes. If they don't, it increases the probability of bad barcodes and poor delivery.

Ms. Siviter asked whey the remittance mailer does not provide a pre-printed barcoded envelope for the return of the
wholesde remittance, and Mr. Shah said that even if they do it is not used and that generdly the business-to-business
wholesd e remittance payments are checksin #10 window envelopes, or handwritten envelopes. From the USPS
perspective, he noted, the technology has made tremendous strides in reading mail and barcoding, but thereis a good
probability with these types of pieces of getting bad barcodes.

Mr. Litton said that there is a perception that if the remittance mailer has a unique 5-digit ZIP Code, you could write
anything on the envelope and it would still go to that ZIP, but if you write adeliverable address not in that ZIP Code,
the OCR readsit and sorts it to the other city. Unique ZIPs should have arange of boxes assgned to them so when
the USPS equipment sees that range, it knows it belongs to that unique ZIP, he suggested. Ms. Berenblatt concurred
that standards are needed for addressing because they impact service.

International Mail and Service Standards

The subgroup islooking for clarification around which internationa products/services are included in the scope of the
law relative to service sandards and measurement. Ms. Dreifuss said that single piece internationd isincluded under
the law, but that does not preclude the USPS from having a didog with its bulk internationa customersin the
competitive products arena.

Larry Chaido, TransGloba Consultants, subgroup member, introduced himsdlf as an internationd consultant who has
worked with the USPS and Universal Postal Union (UPU) in the past, as well as with private companies. He has over
25 years experience in the internationd mall arena, 12 of that as a consultant to the UPU. He noted that some
information that may be touched on by the workgroup in terms of international mail are considered privileged, but noted
that the USPS has access to dl of that information.

Mr. Chaido noted that international mail is about 3% of the tota USPS revenue, and about 0.37% fo total USPS
volume (al international products). The highest volume product is FCM (airmail) at 54%, if Internationa Priority
Airmail (IPA) isincluded, it goesto nearly 60%. Ms. Dreifuss asked what percentage of internationd is single piece
vs. bulk, and Mr. Chaido responded that |ettermail noncommercid is about 51.1% of totd internationd mail volume.

Mr. Chaido suggested that what internationd products/services fal under the law in the market-dominant category is
dill somewhat agrey area, partly because the USPS recently has regrouped and renamed its internationd mail
products. Mr. Chaido referred subgroup members to review the USPS proposed and find rules (the latter published
April 4, 2007) to see how the USPS has changed its internationa mail products and services. (Copies of both notices
will be posted on the workgroup web site.) In his opinion, Mr. Chaido noted, thereis a good chance that all FCM
internationa will fdl into the market-dominant category, including that which isbeing cdled Priority Mall Internaiond
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(which includes armail parce post, economy parcel post, and Globa Priority Mail), but aruling ill needs to be made
on what is consdered market-dominant under the new law.

The subgroup determined that itsinitid focus should be on internationd airmail and wait for a PRC ruling on the rest of
internationd products/services.

Mr. Chaido touched on the existing service sandards and measurement for international mail. He explained that dl
international mail is under apay for performance system. Foreign posts get paid for performance under a quaity
incentive program. There is one system that was started in 1994 by the Common Union, which is measurable and part
of apogtd directive that says al cross border mail within the Common Union hasto arrivein 3 daysend to end. The
UPU then decided to take the same basic philosophy in pay for performance, and the USPS is part of the UPU.

An externa measurement system is administered by the International Post Corporation, of which USPS Postmaster
Genera Jack Potter currently is co-chair. Mr. Chaido noted that the FCM service standard for international, which
was 4-7 days, was not included in the USPS' recent Federal Register proposal and find rule concerning its
internationa services and products. He suggested that the group find out what the UPU standard is then dovetail on
that. The measurement system starts with the sender at Country A, then that country’ s sorting center, then the
outbound exchange office, then the internationa exchange office, receiving country and then recipient. So the
performance measurement vehicle dready exigs for international mail.

Ron Middlebrooks, USPS, said that IBM measures international EXFC and aso uses transponders created by IPC
and managed by Research International. Scan A isthe 1% scan in collection, scan B istimeiit arrives a the post office
or Internationa Service Center (ISC), Scan Ciswhen it leaves the US, Scan D iswhen it arrives a the foreign post,
Scans E and F are in and out of customs, Scan G isarriva at the delivery unit, Scan H is attempted delivery, and Scan |
isddivery. He said the USPS measures, dices, dices, and comes up with different measures for different reasons such
as trangportation, |SC operations, efc.  The measurement is only for the 48 countriesin the IPC, he noted. Heaso
sad that terminal dues include a qudity element and are based on what we exchange monetarily between posts. The
measurement for termina dues money is from the time the mail enters this country (transponder reed at 1SC gate), then
the process works to measure it to the time it is delivered.

Ms. Berenblatt asked what the service sandard is for mail originating from the United States and destined to other
countries, and Mr. Middlebrooks responded that it is 5 days for IPC countries (from collection point to ddivery). He
noted that a problem for this group will be the commercid confidentidity of data because of foreign pods.

Mr. Lewis asked the group if it needed more in terms of international mail measurement than what currently exists, and
Ms. Siviter asked if any of the businesses on the group need different service sandards for international than those that
currently exist. Severa subgroup members responded that the they have interest in measurement of the international
mail asit travelswithinthe U. S. and, possbly when it leavesthe U. S.  Mr. Middlebrooks noted that the USPS has
the scans now, but asfar as reporting that information, that is a discussion between the USPS and other foreign posts.
He said heis not sure what the new law requiresin terms of reporting.

Mr. Lewiswill follow-up on whether the existing measurement system is sufficient to meet the requirements of the new
law. The USPS dso will follow-up on identifying the existing service sandards (effective May 14, 2007) for
international mail.
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FCM Parcels and Service Standards

Tom Underkoffler, Medco Hedth Solutions, joined the latter part of the subgroup meeting representing an interest in
FCM parcels. Intermsof hisbusiness needs, he said they are looking for standardization and consistency of service.
The service standards for FCM parcels can be the same as for other FCM, however once it gets past 3 days, thereisa
problem from a service perspective. When serviceis not consistent, he said, it creates customer service issuesfor his
company, which ships mail order medications. His company islargdy adrop ship mailer, but FCM parcels are entered
at origin, about 30,000 per week. The existing 1- to 3- day service standards would be acceptable, he suggested, if
congstency were built in and the USPS largely achieved those standards.

Mr. Underkoffler said that his company currently does not use a barcode on its pieces for measurement purposes, but
plans to begin using Delivery Confirmation service and barcode dl its FCM parcds.  His company does not have a
peak season as do other parcel shippers. On thetall of the mail, his company would like to see no more than one
additiona day, he said. Ms. Dreifuss asked if his company receives alot of customer complaints about ddivery, and
Mr. Underkoffler responded that as a whole the USPS seems to be doing pretty good, but there are certain geographic
aress his company has service issues with which do not necessarily correspond to the busy season.

The subgroup decided to pursue the discussion on FCM parcels and service standards by telecon to allow for more
participation from FCM parcd mailers.

Consumer Surveys

The subgroup briefly discussed the topic of the consumer surveys which had come up at the last meeting. Ms.
Berenblatt said that a smal group had been formed and a telecon has been set up for April 20. Mr. Gribben will be
heading that effort for the USPS. The chdlenge with the survey would not necessarily be with getting it designed, but
with having it completed in time for the workgroup to act on itsfindings

Critical Entry Times (CETSs)

The subgroup briefly discussed Critical Entry Times (CETSs). Mr. McComb said that when the USPS changes CETS; it
is changing sarvice standards from his company’s point of view. Ms. Berenblatt said many mailers have issue with the
fact that the CETs are not published anywhere.  Mr. Oronzio said that the USPS has an effort currently to standardize
CETsfor Standard Mail and Periodicds nationwide. FCM has specific operating plans, so the CETs could be
standardized but there would be more of them.

Mr. Lewis said that when measuring service performance, you need a set of CETs to measure from. That hasto be
part of the database you compare entry times againgt, so we will haveto discuss CETs.  Mr. Sexton said that CETs
vary by presort level, containerization, and there are many different ones for a single facility, depending on mail type.
Mr. Oronzio said mailers would have access to the facility operating plans to know the CETs and compare when the
mail is entered relativeto CETs. Dan Emens, Chase, said the workgroup will have to talk about CET's because we
can't sat sandards without knowing the CETs. Mailers could be pendized on service by the USPS changing around
CETs. Mr. Harle agreed that it is difficult to separate the two topics because when CETs change, service expectations
need to change. Mr. Bdlamy said the Facilities Database initiative will need to be consstent with the CETSs, and the
USPS agreed with that statement.  Mr. Oronzio will follow-up on an update at the next subgroup meseting on the CET
effort and timeline.
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Action ltems

Thefollowing action items are noted from today’ s mesting:

1.

Task Owner: Jeff Lewis/Chris Oronzio, USPS

a The USPS will discussinterndly and give further consderation to the concept of slandards for the “tail”
of themall in terms of FCM service performance (mail that does not meet the standard), per the DST
Output proposa.  The USPS will follow-up with the subgroup on a suggested course of action to
further consider these concepts.

b. The USPS agreed to discuss the issue of forwards/returns further internally and come back to the
subgroup with its thoughts on service sandards for this mail.

C. Mr. Lewiswill follow-up on whether the existing internationa mail measurement system is sufficient to
meet the requirements of the new law.

d. The USPS will follow-up on identifying the exigting service standards (effective May 14, 2007) for
international mail.

e Mr. Oronzio will follow-up on an update at the next subgroup meeting on the CET effort and time line.
Task Owner: Joel Thomas, NAPM

a Jodl Thomas agreed to obtain and distribute to the subgroup the pertinent data from the PRC N89-1
case concerning FCM service standards business rules and development processes. **

Task Owner: Jeff Williamson, USPS

a Mr. Williamson agreed to provide the subgroup with smple language that explains the business rules
used by the USPS in development of the existing service standards. **

Task Owner: USPS

a The group agreed that it may need more representation from FCM flats and parcd mallers. The USPS
will reach out through the BSN to identify more of these types of mailers and invite them to
participate.**

b. It was agreed that the USPS should look at historical FCM volume trends to identify peak volume
periods and provide that data at the next subgroup mesting. **

C. The USPS agreed to perform some data analysis and review on service performance to/from areas
outside the contiguous United States, such as Alaska, Hawaii, Guam and Puerto Rico, in an effort to
quantify the percent of time it meets a 3-day service standards to/from those 3-digit ZIP Code areas**
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d. It was suggested that the USPS at one time reported an average 5-6 percent of mail is misddivered,
which can impact service performance. The USPS will follow-up to provide an accurate number. **

f. The group asked the USPS what percent of FCM is nonmachinable, by processing category
(lettergfflatg/parces). The USPS will get that datafor the next meeting. **

s} The USPS will review for further discussion whether there would be any significant cost savings
associated with having a separate service standard for nonmachinable FCM mail (an additiond day,
etc.). **

** These action items ill are pending from the previous subgroup mesting.

Next Meeting

The next meeting of the Full Workgroup will be on Tuesday, May 15, from 10:00 am. to 3:00 p.m. (the day before the
MTAC Generd Sesson meetings). The FCM subgroup decided its next meeting will be on Friday, May 18, from
8:30 am. - 12:30 p.m. at USPS Headquarters (the day following the Flats Summit).

The group agreed that future meetings will run from 9:00 am. to 3:00 p.m. and offered alist of tentative dates for future
mestings asfollows

June 12 Findize Standards recommendation
June 26 Continue Measurement discussion

Jduly 10 Finalize Measurement recommendation
July 24 Continue find recommendations

Aug 14 Finglize recommendations



