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NOMINATIONS OF HON. TONY HAMMOND AND
HON. NANCI E. LANGLEY

WEDNESDAY, OCTOBER 2, 2013

U.S. SENATE,
COMMITTEE ON HOMELAND SECURITY
AND GOVERNMENTAL AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 11:18 a.m., in room
SD-342, Dirksen Senate Office Building, Hon. Thomas Carper,
Chairman of the Committee, presiding.

Present: Senators Carper, Coburn, and Ayotte.

OPENING STATEMENT OF CHAIRMAN CARPER

Chairman CARPER. This is like the second half of the day-night
doubleheader in baseball and I am glad that you all stuck around
for the second game. We welcome our nominees here this morning.

The Committee will come to order to consider the nominations of
Tony Hammond and Nanci Langley to continue to be members of
the Postal Regulatory Commission (PRC).

As my colleagues and those following this hearing certainly
know, these are very challenging times for the U.S. Postal Service
(USPS). While so many other vital Federal services are shut down,
the mail continues to be delivered. Absent the legislative action,
however, the post office may face a similar fate unless Congress
can get its act together, and frankly, I would just say, if the Admin-
istration gets involved. We need the Administration to be a partici-
pant in this in a significant way as well.

The Postal Service has maxed out, as we know, its line of credit
with Treasury and is rapidly running out of cash. Despite an im-
proving economy and some positive signs from parts of its business,
its immediate future is unfortunately still not bright.

Absent legislative intervention, the Postal Service will likely limp
along for a few more months, unable to invest for the future, with
its employees and customers uncertain of what that future holds,
and that is not good.

It is up to those of us on this Committee and the rest of our col-
leagues in the Senate and the House and the Administration to do
what we need to do to avoid a postal shutdown, a shutdown that
would threaten the jobs of some 8 million people across the country
whose jobs depend on the kind of private-public sector relationship
that they enjoy with the Postal Service.

Over the past 2 weeks, this Committee has debated some of the
tough decisions that will need to be made in the coming months
and years regarding the level of service the Postal Service should
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offer the American people and the type of workforce we must de-
velop to provide that service. We also discuss how it should price
and market its product and how much it should pay to fund its em-
ployees health and pension obligations.

Most importantly, we have heard about some innovative ways
the Postal Service can make itself relevant to new generations of
customers by taking creative advantage of its one-of-a-kind retail
processing and delivery network.

In the very near future, we will take what we learned from our
hearings and go to work on crafting and refining a legislative re-
sponse to the very real crisis we face on this issue; and in fact, we
have already spent a fair amount of time crafting that legislative
response; and while I think it is not a final product, I think it is
a good effort. We will look forward to making it better.

But today we gather to consider two very qualified nominees that
the President has put forward to continue their service on the Post-
al Regulatory Commission. That commission has played a key role
in recent years in partnering with the Postal Service to develop a
rate system that has, since it was implemented, followed the postal
reform legislation signed into law in 2006.

That law gives the Postal Service significant new commercial
flexibilities that have helped it to whether both the major recession
and significant growth in electronic communication.

It has also served as a venue where postal employees and cus-
tomers can have their voices heard about the painful but often very
n%cessary changes that postal management has been forced to con-
sider.

In the coming months and years, the work of the Postal Regu-
latory Commission will be no less important.

So, I am pleased that Mr. Hammond and Ms. Langley are willing
to continue their service. While I have not always agreed with
every decision by the Commission, I am sure you have not always
agreed with everything that we have done either. But the Con-
gress, the Postal Service, and the public in general rely on it to effi-
ciently and effectively perform its responsibilities and to be a
source of key knowledge and expertise during both good times and
bad.

Dr. Coburn, you are recognized.

OPENING STATEMENT OF SENATOR COBURN

Senator COBURN. I have no opening statement, and I apologize
for having to leave in about 5 minutes; I will submit my questions
for the record.

Chairman CARPER. OK. Would you want to ask any questions be-
fore you go?

Senator COBURN. No.

Chairman CARPER. With that, then what we are going to do is
I am going to ask you to do something you have done before and
that is to rise and to raise your right hand and we will administer
the oath before you testify.

Do you swear the testimony you will give before this Committee
will be the truth, the whole truth, and nothing but the truth so
help you, God?

Mr. HAMMOND. I do.



Ms. LANGLEY. I do.

Chairman CARPER. Please be seated. [Pause.]

I think that Senator Blunt is going to try to get here to introduce
you, Mr. Hammond; and when he arrives, we will recognize him.
And maybe even if it interrupts the flow a little bit, we will inter-
rupt and we will do that and ask him to make some comments
about you.

I am going to withhold my comments, my introductory com-
ments, in anticipation of his arrival. If he is unable to come, I will
revisit them.

Nanci Langley was sworn in as a Commissioner in June 2008.
During her tenure she has been elected to two separate terms as
vice chair of the Commission.

I note that the Chairman of the Commission is here. We welcome
her.

Commissioner Langley has over 30 years of public service experi-
ence, including 24 years as a senior adviser to two U.S. Senators
from her home State of Hawaii, most recently Danny Akaka, be
loved by all of his colleagues and now retired in Hawaii.

Please give him our aloha.

She has also served as Deputy Staff Director of the Senate Com-
mittee on Homeland Security Subcommittee on Government Man-
agement and Federal Workforce.

Mr. Hammond, why do you not go ahead and proceed with your
statement, well, I will tell you what. Just hold on to your state-
ment. We will let Nanci go first and then maybe if Senator Blunt
will join us we will roll right into you. OK.

Ms. Langley, as you know, your whole statement will be made
part of the record. Feel free to summarize and we will then turn
to your colleague there and ask him to proceed.

Thank you. Please proceed.

Ms. LANGLEY. Thank you very much.

Chairman CARPER. Welcome.

TESTIMONY OF THE HONORABLE NANCI E. LANGLEY! TO BE A
COMMISSIONER, POSTAL REGULATORY COMMISSION

Ms. LANGLEY. Mr. Chairman and Senator Ayotte, distinguished
Members of this Committee, and I know that Senator Coburn has
departed but my appreciation to him as well.

I appreciate having the opportunity to appear before you today
and I thank you for considering my nomination to a second term
on the Postal Regulatory Commission. I am very honored to be
nominated by President Obama to a second term and I thank him
for the trust that he has placed in me.

I also appreciate the recounting of my career here at the Senate
as well as the Commission. I never set out to spend 30 years as
a Federal employee and it still surprises me every day that I con-
tinue to enjoy what I am doing but I do and I appreciate the com-
ments.

And, I was honored and privileged to advise Senator Akaka on
issues that came before this Committee for a little over 15 years,
nine of which as his Deputy Staff Director. He was one of the guid-

1The prepared statement of Ms. Langley appears in the Appendix on page 62.
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ing forces on the development and enactment of the Postal Ac-
countability and Enhancement Act (PAEA).

He was particularly interested in financial transparency and
championed the idea of having the Postal Service adhere to some
aspects of the Sarbanes-Oxley Act, and I am very pleased to see
that has actually turned out to be a very good thing for the Postal
Service.

So, I do appreciate his support for my initial nomination as well
as my renomination. I am absolutely grateful for the unwavering
support he has provided me through much of my career and that
of my husband, William Selander, of 33 years. He is unable to be
here today but I know he is thinking about me right now and
cheering me on.

Having grown up in Hawaii, I understand the unique challenges
faced by individuals who reside in rural, remote, or noncontiguous
areas of the United States. Their dependence on the U.S. Mail is
different and many times greater than for those who reside in
urban or suburban areas.

But just as I appreciate the challenges they face, I also under-
stand the challenges that the Postal Service is requiring to make
right now because of the volumes declining, the diversion of mail
because of new technologies that were really unheard of or
unthought of by our Founding Fathers when they called for the de-
velopment of the U.S. Postal Service.

So, I am pleased that this Committee and Congress is tackling
these issues; and as Chairman Carper said, these are really tough
decisions that need to be made for the Postal Service to ensure its
sustainability.

The Postal Service is vital to the Nation. It spurs economic
growth yet fosters the entrepreneurial spirit that is so much a part
of the country, and it really does bind family and friends across
thousands of miles.

So, even though we are communicating in ways that were
unimagined, the importance of the mail continues. It is a relevant
part of our society and it is important that it provides universal
and affordable service.

So, after working on the PAEA and now implementing the provi-
sions, I have a deeper appreciation of the importance of an inde-
pendent regulator. The need for clear, well reasoned, and unbiased
reviews of Postal Service initiatives and its financial condition are
especially important to ensure a balance between the flexibilities
given to the Postal Service by the PAEA with the accountability
and transparency provided by the Commission.

As a Commissioner, I strive to provide fair, reasoned, and expedi-
tious review on all matters that come before me; and I will con-
tinue to work toward streamlining our review processes while en-
suring due process, if I am confirmed for a second term.

Thank you, Chairman Carper and Members of the Committee. 1
also wish to thank your staff who have helped me through this
process, especially John, Katie, Kata, Joe, and Deirdre.

And I want to thank the dedicated Commission staff for their
professionalism and expert advice as well as the support of Chair-
man Ruth Goldway, Vice Chairman Robert Taub, Commissioner
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Mark Acton, I am especially pleased to appear before you today
with my good friend and colleague, Commissioner Tony Hammond.

Mr. Chairman, this concludes my statement and at the appro-
priate time I am happy to answer any questions that you may have
of me.

Thank you.

Chairman CARPER. Thank you very much. I think what I am
going to do is ask you the three questions, standard questions we
ask all of our witnesses at this and then I am going to yield to Sen-
ator Ayotte for some questions she may have.

I understand Senator Blunt is 5 or 10 minutes out so that should
work out pretty well. Here we go. Three standard questions. I have
already had a chance to practice this once today so hopefully it will
go well.

Is there anything you are aware of it in your backgrounds that
may present a conflict of interest with the duties of the office to
which you have been nominated?

Ms. LANGLEY. No.

Chairman CARPER. I would ask the same question of you, Mr.
Hammond.

Mr. HAMMOND. No.

Chairman CARPER. All right. Do you know of anything, personal
or otherwise, that would in any way prevent you from, either of
you, from fully and honorably discharging the responsibility of the
office to which you have been nominated?

Ms. LANGLEY. No.

Mr. HAMMOND. No.

Chairman CARPER. And No. 3. Do you agree without reservation
to respond to any reasonable summons to appear and testify before
any duly constituted Committee of Congress if you are confirmed?

Ms. LANGLEY. Yes.

Mr. HAMMOND. Yes.

Chairman CARPER. Senator Ayotte please. Thanks for sticking
with us.

OPENING STATEMENT OF SENATOR AYOTTE

Senator AYOTTE. Thank you, Chairman. You are very kind to let
me ask first and I thank both of you for being here. I appreciate
it.

I just wanted to get a sense of—a lot has changed. I know that,
Mr. Hammond, you have been appointed to the then Postal Rate
Commission since 2002.

Mr. HAMMOND. Yes.

Senator AYOTTE. We have seen a 25 percent drop in volume. And
so0, is the PRC structured to properly respond to the changes?

I mean, what we are doing here is we are hearing, the Com-
mittee is trying to work on a bipartisan basis to allow the Postal
Service to appropriately restructure in a way that allows them to
continue to serve the public that I think all of us are committed
to but in light of the changing market conditions.

So, I guess I wanted to ask the two of you, in light of the changes
we are having to make in the Postal Service, is that PRC structure
where it should be and it just wanted to get your thoughts on that.
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And then related to that, since I know—I do not want to take up
too much time—I know that the Chairman will explore in much
more detail which I am sure he will ask about is the Consumer
Price Index (CPI) rate cap and the proposed legislation that is
pending before this Committee, what are your views on that.

But most of all I wanted to ask first about the structure as we
look to make changes here based on your experience.

Mr. HAMMOND. Well, I think if you do make changes in the law,
I think the Postal Regulatory Commission can adapt to any new
structure. I was a member of the old Postal Rate Commission be-
fore the PAEA was passed; and once the PAEA was passed, we had
to setup an entirely new rate-making system. We had a whole lot
of obligations to go along with that.

We changed in the agency. I think we did a good job at that time.
It took a tremendous amount of work cooperation from the chair-
man and the staff that we had at the time but we worked our way
through that without a big difficulty. And, I think if new legislation
is passed, I think our structure can adapt so that we will be re-
sponsive.

Senator AYOTTE. And, do both of you have a view on the legisla-
tion that is pending that we are examining and having important
hearings on right now that would give the Board of Governors
greater authority to set rates? And so, I wanted to get your
thoughts on that.

Ms. LANGLEY. I have read the legislation and I am aware of the
change that the legislation right now is seeking. Knowing that
nearly 80 percent of postal revenues are from the market dominant
products and that the Postal Service has a market dominant posi-
tion for these products as well as a captive audience that uses the
products, I do believe that where there are customers who do not
have other alternatives, individuals and businesses that could be
harmed without adequate protection and oversight, that the idea of
the price cap as it was written was prudent public policy.

But I am also aware that the objectives of maximizing incentives
by reducing costs and increasing efficiencies as well as providing
predictable and stable rates has worked.

One of the objectives which is to assure adequate revenues, in-
cluding retaining revenues, has not been met. So, I do believe that
there are appropriate discussions going on; but as Commissioner
Hammond said, the Commission has performed remarkably well in
transitioning from one form of body to another; and now that we
are a full-time regulator, we have been able to adjust quickly and
we have an extremely flexible staff who are dedicated to doing the
work that Congress intends us to do.

Senator AYOTTE. Well, I see my colleague Senator Blunt here. 1
am so glad to see you, Senator Blunt. So, I know that the Chair-
man will want to take back over and allow Senator Blunt to speak.

I appreciate your answer. I know that there will be further fol-
lowup. I am going to submit some additional questions for the
record; but as I am hearing you both, what I heard you say is that
you will work with whatever changes we make with regard to this
legislation to make sure that the PRC functions properly and assist
in the goals that we all share to have a viable Post Office.

Ms. LANGLEY. That is correct.



Senator AYOTTE. Thank you.

Chairman CARPER. Senator, thank you so much for joining us
today.

Senator Blunt, nice to see you. How have you been, pal?

Senator BLUNT. I am good, Senator Carper. Thanks for letting
me come in.

Chairman CARPER. Welcome. I understand you have a couple of
stories you want to tell us about Tony Hammond.

TESTIMONY OF THE HONORABLE ROY BLUNT, A UNITED
STATES SENATOR FROM THE STATE OF MISSOURI

Senator BLUNT. Well, I could tell you a lot of stories, and thanks
to Senator Ayotte for going ahead and allowing me to say some
things about Tony Hammond.

I have known him a long time. That may not necessarily be good
for him but it has always been good for me. When he started his
career, our Congressman Gene Taylor was the ranking member on
the Post Office Committee and Tony staffed that Committee.

This is the fourth time he has been before this Committee to
serve on the Commission. So if you approve him and if the Senate
approves him, we have done it three other times, and I think Tony
has done a good job.

Only one of those was a full term and then he served two partial
terms. So, he knows what he is doing here. He has done a great
job. We are lucky he is willing to continue to do it and I am pleased
to see him nominated. I hope that he is easily confirmed and know
that he will continue to do the good work he has been doing on this
Commission for some time now.

Chairman CARPER. Well, you are good for coming. I know you
have a lot on your plate today. Thank you so much for coming by.
I know it means a lot to him as well.

Senator BLUNT. Thank you. Good luck.

Mr. HAMMOND. Thank you.

Senator BLUNT. See you all.

Chairman CARPER. Thank you, Roy.

Mr. Hammond, that is a tough act to follow but we are going to
give you some time to do that. You are recognized for your state-
ment. Please proceed.

TESTIMONY OF THE HONORABLE TONY HAMMOND! TO BE A
COMMISSIONER, POSTAL REGULATORY COMMISSION

Mr. HAMMOND. Thank you, Chairman Carper, and I would like
to express my appreciation to you and Dr. Coburn for scheduling
this hearing to consider our nominations to continue as members
of the Postal Regulatory Commission, and I appreciate Senator
Ayotte for being here also.

I do appreciate the confidence that President Obama placed in
me with this nomination as well as the support I received from
Senate Minority Leader Mitch McConnell during this process, and
I especially do want to thank Senator Blunt for his willingness to
be here today to introduce me to this Committee. I am grateful for

1The prepared statement of Mr. Hammond appears in the Appendix on page 17.
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his comments and especially for his friendship and the support that
he has given me in my renomination.

I also appreciate our Chairman Ruth Goldway being in attend-
ance here today, and I especially feel fortunate that I have been
able to go through this nomination process with my colleague and
friend Nanci Langley.

Although we are of different political parties, she shows every
day on the Commission how we can work together in a bipartisan
and cooperative manner, and that is very important for the work
that we do.

The one other person that I would like to recognize, if I could,
is fortunately my nephew Tracy Hammond is once again to rep-
resent the family. It is easier for him since he and his wife live
here in Washington but I appreciate him making time to be here.

Chairman CARPER. I will ask Tracy to raise his hand please. Wel-
come Tracy. Thank you.

Mr. HAMMOND. Much has changed since my original appointment
to the old Postal Rate Commission in 2002. As we were discussing,
the PRC gained enhanced responsibilities with the passage of the
PAEA in 2006.

It required a major revamping of our agency’s functions, and it
was because of the hard work and cooperation among the commis-
sioners and staff that the transformation we made to a new agency,
I believe, was achieved in a responsible and effective manner and
in keeping with the mandates of the PAEA.

And, I was pleased to be actively involved in all the transition
activities of the Commission. The first among them, of course, was
the requirement that the Commission implement an entirely new
rate making system which we actually completed several months
ahead of schedule during that process.

We also provided the report on the universal Postal Service and
the postal monopoly to the Congress on time as mandated by the
PAEA. Each year the PRC is also responsible for our annual report
to the President and the Congress which, of course, among other
things, contains the current estimated value of the monopolies and
the estimated cost of the universal service obligation (USO).

We also continue to produce the comprehensive annual compli-
ance determination (ACD), which is the ongoing mechanism for
[S)roviding accountability, transparency, and oversight of the Postal

ervice.

Recently, I have advocated the reform of our regulations to better
assure that our advisory opinions are both timely and relevant, and
I especially appreciate, Mr. Chairman, the interest that you have
shown in this matter and the suggestions that you provided to our
Commission for improvement of the process, and I hope we are able
to finalize the proposed new regulations governing the issuance of
advisory opinions in the very near future.

As the Members of this Committee know, the Postal Service is
dealing with multiple challenges; and because of that, the Postal
Regulatory Commission has an extraordinary responsibility to ad-
judicate fairly in a professional and timely manner all the decisions
on every case that comes before us.

For approximately 10 years now, I have enjoyed the challenging
work at the Commission and I hope that this Committee will look
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favorably on my experience in considering my nomination for an
additional term to the PRC.

Mr. Chairman, I want to thank you once again and the staff of
this Committee for this opportunity, and I will be happy to respond
to any questions that you or your colleagues would have.

Chairman CARPER. Good. Thank you, Mr. Hammond.

I have a question for both of you if I could. Were both of you
present when we held the earlier hearing for Beth Cobert to be the
Deputy at the Office of Management and Budget (OMB) for Man-
agement? Were you here?

Mr. HAMMOND. We were able to watch part of it.

Ms. LANGLEY. We watched part of it.

Chairman CARPER. OK. When I asked her, one of the questions
I asked was to talk about what she learned from her mom and dad
that might be applicable and helpful in this new role and what she
learned in her role as a spouse, as a mom, as well; and she said
that among the things she learned being a spouse and a mom is
she learned the value of patience.

When we were closing out her hearing, I said I believe that pa-
tience is a virtue but in the Federal Government we need to convey
a sense of urgency.

And, there is so much that we need to be doing, and we only
have so much time, and it is especially frustrating this week as you
might imagine for people particularly like Dr. Coburn and I and
the others who have been here today.

Let me just say in terms of conveying a sense of urgency, one of
the things that we sought to do before is to convey a sense of ur-
gency to the PRC to go through the regulatory process.

I think, Mr. Hammond, you used the word timely when you were
talking about adjudication. Just talk to us about trying to find the
right balance between being timely and being, by the same token,
appropriately thoughtful.

Ms. LANGLEY. I appreciate that; and as Commissioner Hammond
said, your letter of last year I thought was very thoughtful and ap-
propriate in its comments.

I always look at doing things as expeditiously as possible but also
keeping in mind that we do act in a quasi-judicial fashion; and as
such, we need to give appropriate consideration to the issue of due
process.

And, one of the, I think, guiding principles for an independent
regulator is to make sure that they are, indeed, independent and
give an unbiased review. We do have procedures in place that allow
interested parties to make comment but we are working right now
on streamlining the advisory opinion process. We are in the process
of reviewing the comments that we have received; and they have
been very active and thoughtful but also very pointed in some in-
stances.

We are looking to try to see if we can achieve a 90-day turn-
around while still preserving due process. So, I am happy to dis-
cuss more of that or let Commissioner Hammond also talk.

Mr. HAMMOND. Well, I would just reiterate what Commissioner
Langley said. One of the things that we have an obligation to do
is to provide due process to parties that are interested in all the
activities that come before the Commission.
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In our system, the Postal Service and interveners alike come be-
fore us; and when the Postal Service comes before us and provides
the evidence, the interveners want to know more about that evi-
dence, want to be able to question the Postal Service, et cetera.

And so, part of the time and especially in the advisory opinion
process because people are allowed that opportunity, that can slow
things down. I admit it.

And, possibly at times we have been too accommodating to both
sides as they tried to explore everything involved there. But I think
that, as Commissioner Langley said, we are in the process right
now of going through the final review of comments that have been
submitted; and I think that we are going to be able to come to
agreements on new regulations that will be acceptable to both
sides, maybe not entirely but I think that we will be able to do
that.

Chairman CARPER. All right. Thank you.

I think, Ms. Langley, you indicated you had a chance to review
the ;egislation that Dr. Coburn and I have introduced. Is that cor-
rect?

Ms. LANGLEY. I had gone through it once, yes.

Chairman CARPER. OK. Mr. Hammond, have you had a similar
opportunity?

Mr. HAMMOND. I have looked at it somewhat too, not an expert
on it.

Chairman CARPER. Both of you have thought a lot about these
issues before and at least one of you has played a role where you
helped counsel and advise people, as it were Dr. Coburn and my
colleagues said, what do you find especially encouraging about the
legislation? What are some areas that you think it could be im-
proved?

I would like to say everything we do, we know we can do better;
and when we introduced the legislation, we described it as a work
in progress. We think it is a pretty good work but we know it can
be improved.

So, just give us some of your thoughts. Where do you think it
has, we found the right spot, the sweet spot and what were a cou-
ple of areas where maybe we could do better please?

Ms. LANGLEY. Well, I hesitate to give my personal views because
we are in the process of responding to a question by Senator
McCain that asks us to go through the legislation and provide our
views.

And as the Commission did with the testimony presented by
Chairman Goldway a couple of weeks ago, that was something that
the Commission and the Commissioners reviewed.

But I can say personally that I am very pleased to see certain
aspects, particularly the reamortization of the Retiree Health Ben-
efit Fund (RHBF). I think that is a very good and appropriate and
necessary undertaking, using Postal Service specific demographics
is quite important.

The PRC did a report on what we consider pension surplus, both
on the Civil Service Retirement System (CSRS) and the Federal
Employees Retirement System (FERS). Those are good. Changing
or ensuring that the definition of Post Office covers all postal retail
facilities, postal-run retail facilities, is an important change that I
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see as being responsive to some of the concerns that people out in
the communities have, and ensuring that there is no distinction
among stations, branches, and post offices.

Chairman CARPER. Thank you. Mr. Hammond.

Mr. HAMMOND. Well, there is no doubt the legislative changes
are needed to place the Postal Service on a more sound financial
footing. I agree with all of those provisions which Commissioner
Langley brought up, especially, of course, one of the major ones is
the adjustment of the pre-funding of the retiree health benefits
schedule. That helps address the liquidity challenge and is very im-
portant.

Some of the other provisions that I have looked at, and I know
we discussed this last time I was before you last year with your
previous bill, in having a provision that allows opportunities for
non-postal products offerings. I think that is good as long as they
do not create unfair competition with the private sector, and you
seem to have taken care of making sure that is what occurs.

Chairman CARPER. We have sought to do that.

Mr. HAMMOND. Yes.

Chairman CARPER. I hope we were effective.

Mr. HAMMOND. And also as Nanci mentioned, clarifying which
retail facilities are subject to review, I am glad to see that in there.
If you include the provision that would increase the amount of dol-
lars involved in experimental products that the Postal Service can
provide, I think that is possibly something that should be done
also.

So, those are some of the provisions which seemed to be very
positive.

Chairman CARPER. What are—just give some broad guidance and
counsel if you would—some areas that we need to keep in mind as
we legislate, particularly in areas where we think we can do better.

We are meeting with people of this week, probably everyday this
week, next week as well; meeting with our colleagues to get their
input, their staffs, and the key stakeholders. But my guess is that
the two of you have forgotten more than most people have learned
about these issues.

I just welcome some general thoughts you have where we might
be able to do a better job.

Ms. LANGLEY. I think it is always difficult to find, as you said,
the sweet spot, the balance. But I think looking at the rate cap is
certainly an appropriate action since the Postal Service has not
been able to retain revenue.

But as I mentioned to Senator Ayotte, I do believe that it is good
public policy to ensure that there is appropriate oversight and inde-
pendent oversight. So, I would just urge that it is appropriate pub-
lic policy that drives any changes that might be considered.

Chairman CARPER. All right. Mr. Hammond.

Mr. HAMMOND. Well, in broad overview, just like Commissioner
Langley says, if you are going to make the changes and increase
flexibility to the Postal Service once again, you do need an inde-
pendent oversight of that if it is going to be effective.

People sometimes get tired of hearing me say it but I continually
remind them that the U.S. Postal Service is the world’s biggest
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government monopoly; and so since they are the world’s biggest
government monopoly, you have to have oversight of them.

You have to have some controls on them. You have to force effi-
ciencies upon them. Otherwise, I do not know what government
monopoly would become more efficient if they are not required to,
for instance.

So, things like that I think that you do need to keep in mind as
you look at the legislative proposals.

Ms. LANGLEY. And, I just want to add to that. The rate cap as
it exists now has been effective. It has not been as effective as it
could be and that is because of many external issues.

But when you take the Postal Service’s total revenue for fiscal
year 2012 and back out the Retiree Health Benefit Fund as well
as workers’ compensation adjustment, there is a remaining $2.4
billion that is under the control of the Postal Service.

So, the amount of money that needs to be bridged under the cur-
rent rate cap system is not quite as great. But the rate making sys-
tem has worked before the Commission. We do have a statutory re-
view of 45 days for market dominant products, and the Commission
itself has instituted a 34-day review of that general rate case.

So, we are providing a very quick turnaround, looking at whether
or not the law has been met and whether or not any workshare
costs are over the 100 percent attributable cost.

So, the rate making system for market dominant is a very quick
turnaround, and a more in-depth review comes during our annual
compliance determination review. And, the same as with competi-
tive products, where there is a 30-day review.

I think the Commission, while ensuring public participation and
a comment period, is turning around rate cases in a very expedi-
tious time line.

Chairman CARPER. OK. I do not know if it was in your state-
ment, Ms. Langley, or in response to a question raised by Senator
Ayotte, but I think you mentioned that 80 percent of the Postal
Service’s revenues come from market dominant products.

Just tell us what those include please.

Ms. LANGLEY. Periodicals, First-Class Mail, Standard Mail, Spe-
cial Services, and some international mail.

Chairman CARPER. And the other 20 percent would include
what?

Ms. LANGLEY. That is the competitive Priority Mail and some of
their market tests which are competitive, Express Mail.

Chairman CARPER. We have had any number of hearings. Even
last month we had two hearings on the legislation that Dr. Coburn
and I introduced, and one of the points I have made as important
as it is to find efficiencies within the Postal Service, it is not
enough to just cut, cut, cut but they have to be encouraged and
incentivized to find ways, and we cannot be an impediment, as they
look for ways to use this unique distribution system.

It goes to every mailbox in the country at least 5 or 6 days a
week, find ways to use that, and their brand, to generate additional
revenues.

When you think of some opportunities that are out there that
you heard about, you know of, that you maybe even suggested to
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the Postal Service to consider, what are some of the more prom-
ising places for them to turn to generate additional revenues?

Mr. Hammond, Ms. Langley, either of you can respond.

Mr. HAMMOND. Well, she is much more articulate. I like for her
to talk more than me but, well, like I mentioned before, one of the
provisions that you have that would allow the Postal Service an in-
crease in experimental products.

I cannot tell you what experimental product they need to propose
to us next. It does work the other way where we are the ones who
are responsible for, once they come up with a new product, for in-
stance, for us to review it rather than for us to recommend to them.

So, I do not want to be nonresponsive but I also do not want to
make a whole bunch of recommendations for the Postal Service to
send us when we are the ones that are going to have to review
them. That is one of the areas of where they have flexibility and
you are going to provide possibly increased flexibility.

Chairman CARPER. Ms. Langley.

Ms. LANGLEY. I think the concept of an innovation chief is a good
idea. There could be great benefit to having someone at or a divi-
sion within the Postal Service where individuals can go with their
ideas.

I think there are a great many ideas out there. But sometimes
when you reach into the Postal Service, just because of its size and
the number of different departments and different individuals, it is
not always easy to find where you should go, where somebody
should go to bring a good idea.

But the Postal Service has been working on utilizing emerging
technologies to bring forward to us incentives and experimental
products. One of their most successful ones has been the Every
Door Direct which allows—and it is really geared to small and me-
dium-sized businesses—but cutting through some of the barriers
that these much smaller mailers might see. And, that has been a
successful initiative that the Postal Service has undertaken.

But they are trying to work with product samples, for example;
and I remember we used to get products in the mail, small sizes
of detergent or face cream, something.

That was always exciting, and I think the Postal Service is try-
ing to go back to some of the concepts that used to work to see if
there is a way of bringing it back into the fold but also utilizing
technology.

So, if you can have a quick response (QR) code that you can read
on an envelope and it drives a customer to look at a catalog or to
use the QR code that then takes you to that page on a Web site,
I think there is great innovation out there and great opportunities
to continue to grow volume.

Chairman CARPER. We had a hearing here early this year—in
fact, the first hearing we did with Dr. Coburn and I as the leaders
of this Committee, was on postal reform. And, we had a fellow from
one of the States. I do not know if it was Wisconsin; but his com-
pany a legacy company in the paper industry, and the name of the
company was Quad/Graphics.

And I have always been intrigued by his testimony because what
he basically said they have really what we are is a legacy industry,
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and they figured out how to be relevant, not just relevant but very
profitable in the digital age.

I am convinced that there are opportunities like this. You just
mentioned one of them with respect to the Postal Service where
they can find ways to generate revenues and be relevant in the dig-
ital age.

And, what we want to do is make sure that we incentivize them,
do not impede their ability to do that, at the same time trying to
be respectful of the fact that it is not appropriate for them to be
competing head to head with the private sector on things the pri-
vate sector is perfectly capable of doing.

Well, my colleagues and I will probably have some questions for
the record. Before I talk about the deadline for submission of those,
let me just say that we appreciate your giving us responses to the
questions that we have asked with respect to your biographical and
financial questionnaires, answering prehearing questions that have
been submitted by the Committee, and you have had your financial
statements reviewed by the Office of Government Ethics.

Without objection, this information will be made a part of the
hearing record with the exception of the financial data which are
o?f file and are available for public inspection in our Committee’s
offices.

And, the hearing record will remain open until noon, October 3,
for the submission of statements and questions for the record.

Again, we thank you both for your service. We thank you for
your presence here today and for your willingness to continue to
serve.

With that, this hearing is adjourned. Thank you so much.

Mr. HAMMOND. Thank you.

Ms. LANGLEY. Thank you.

[Whereupon, at 12:02 p.m., the Committee was adjourned.]



APPENDIX

Opening Statement of Chairman Thomas R, Carper
The Nominations of Hon. Nanci E. Langley and Hon. Tony Hammond to be
Comumissioners of the Postal Regulatory Commission
October 2,2013

As prepared for delivery:

The committee will come to order to consider the nominations of Tony Hammond and Nanci
Langley to be members of the Postal Regulatory Commission. As my colleagues and those
following this hearing certainly know, these are very challenging times for the United States
Postal Service.

This week, while so many other vital federal services are shutdown, the mail continues to be
delivered. Absent legislative action, however, the Post Office may face a similar fate unless
Congress can get its act together. The Postal Service has maxed out its credit line with the
Treasury and is rapidly running out of cash. Despite an improving economy and some positive
signs from some parts of its business, its immediate future is unfortunately not very bright.
Absent legislative intervention, the Postal Service will likely limp along for a few months unable
to invest for the future, with its employees and customers uncertain of what that future holds. It
can only limp this way for so long.

It’s up to those of us on this committee and the rest of our colleagues in the Senate and House to
do what we need to do to avert a postal shutdown, a shutdown that would threaten the jobs of
some 8 million people at the Postal Service and in the private-sector industries it supports.

Over the past two weeks, this committee has debated some of the tough decisions that will need
to be made in the coming months and years regarding the level of service the Postal Service
should offer the American people, and the type of workforce we must develop to provide that
service. We also discussed how it should price and market its products, and how much it should
pay to fund its employees’ health and pension obligations. Most importantly, we heard about
some innovative ways the Postal Service can make itself relevant to new generations of
customers by taking creative advantage of its one-of-a-kind retail, processing, and delivery
network.

In the very near future, we will take what we learned from our hearings and go to work on
crafting and refining a legislative response to the very real crisis we face on this issue. But
today, we gather to consider two very qualified nominees who the President has put forward to
continue their service on the Postal Regulatory Commission.

The Postal Regulatory Commission has played a key role in recent years in partnering with the
Postal Service to develop a rate system that has, since it was implemented following the postal
reform legislation signed into law in 2006, has given the Postal Service significant new
commercial flexibilities that have helped it weather both a major recession and significant
growth in electronic communication. It has also created a venue where postal employees and
customers can have their voices heard about the painful but often very necessary changes that
postal management has been forced to consider.

(15)
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In the coming months and years, the work of the Postal Regulatory Commission will be no less
important. I’'m pleased, then, that Mr. Hammond and Ms. Langley are willing to continue their
service. I have not always agreed the decisions made by the Commission, but Congress, the
Postal Service, and the public in general rely on it to efficiently and effectively perform its
responsibilities and to be a source of key knowledge and expertise during both good times and
bad.

#i
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Statement of Tony Hammond to be a Commissioner of the Postal Regulatory Commission

Senate Homeland Security and Governmental Affairs Committee October 2, 2013

Thank you, Senator Carper.

First, | would like to express my appreciation to you and Dr. Coburn for scheduling this
hearing to consider our nominations to continue as members of the Postal Regulatory

Commission.

t appreciate the confidence President Obama has placed in me with this nomination, as

well as the support | have received from Senate Minority Leader McConnell during this process.

Also, 1 especially want to thank Senator Roy Blunt for his willingness to be here today to
introduce me to this Committee. |am grateful for his comments and the support he has given

to my re-nomination.

Much has changed since my original appointment to the old Postal Rate Commission in
2002. The PRC acquired enhanced responsibilities with the passage of the Postal Accountability
and Enhancement Act in 2006, which required a major revamping of our agency functions.
Because of the hard work and cooperation among the Commissioners and staff, the
transformation into a new agency was achieved in a responsible and effective manner in

keeping with the mandates of the PAEA.

 was pleased to be actively involved in all the transition activities of the Commission.
First among them was the requirement that the PRC implement an entirely new ratemaking

system, which we actually completed several months in advance of the deadline.

The Commission also provided the Report on the Universal Postal Service and the Postal

Monopoly to the Congress on time as mandated by the PAEA,
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Each year, the PRC is also responsible for our Annual Report to the President and the
Congress, which among other things, contains the current estimated value of the monopolies

and the estimated cost of the USO.

We also continue to produce the comprehensive Annual Compliance Determination
{ACD), which is the ongoing mechanism for providing accountability, transparency, and

oversight of the Postal Service.

Recently, | have advocated for reforming our regulations to better assure that our
Advisory Opinions are both relevant and timely. 1 especially appreciate, Chairman Carper, the
interest you have shown in this matter and the suggestions you provided to the Commission for
improvement of the process. | hope we are able to finalize the proposed new regulations

governing the issuance of Advisory Opinions in the near future.

As Members of this Committee know, the Postal Service is dealing with multiple
challenges. Because of that, the Postal Regulatory Commission has an extra responsibility to
adjudicate fairly, in a professional and timely manner, all the Decisions on every case that

comes before us.

For ten years now, | have enjoyed the challenging work at the Commission. | hope this
Committee will look favorably on my experience in considering my nomination to an additional

term on the PRC,

Mr. Chairman, thank you, again, for this opportunity. 1 will be happy to respond to any

questions you and your colleagues have.
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HSGAC BIOGRAPHICAL QUESTIONS FOR
EXECUTIVE NOMINEES

1. Basic Blographical Information

Please provide the following information,

wwwww Name of Position

Postal Regulatory Commission

Date of Nomination.

July 25, 2013

REDACTED

W ldis Name -

‘!.;ggt ;\iggny T

Lee

Hammond

City: Arlington

{do not fnelude street addilress)

{tnclude street address)

| Stroet: 90 New Yok dvernze, NW, Suite 200

Btate: V4
!

! City: Washington

1 State: DC |

Zip: 20268
0001

" § W Name Used To
First Name Middle Name Last Name Suffix {Month/Year) gg?gzivgo‘?:;
3 {Check box if o
E . estimate)
estimate)
Anthony (On ;s} kjt
College Transcripts) Aug. 1974 May 1978
forts st
& i3
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Year of Bivth
(Do notd

Tade month and day)

Place of Bicth

April 13, 1956

Humansville, MO

Never Married

1 That Dese

Married

o] o]

e
ryent Sity

Separated
]

Annutied

Divorced

o e}

Widowed
]

Spouse’s First Name

Spouse’s Middle Name

Spouse’s Last Name

poise's
Suffix
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First Name Middle Name Last Name (Month/Year) b oﬂfhwefw‘
(Cliock box if | - (Check boxif
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First Name

Middie Name

Last Mame

Suffix |
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2. Education

List all post-secondary schools attended.

Type of School Date Began D—-a‘;-%}%“;-fgg
Name of {vocational/technicalirads school, Sechoo! (mo ntik_—‘x/ - ér) (check Date
S collegeluniversity/military college, (month/year) Vyear Degree "
School comespond " sion/onlin (check box i box ffcstxmaie) Awarded
school) ostimate) {check “present” box
if still in school)
Missouri | Universi Est Fat Preseat | 3 ( 7
fgm[e 4 Augl974 S | Mapl978 0 o S, [ 1978
University
Est Ext Present
o o el
B3t Ext Preseat
u b+ 19
Est Est Present
£ i3 i
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3. Employment

(A) List all of your employment activitics, including unemployment and self-employment.
If the employment activity was military duty, list separate employment activity periods to
show each change of military duty station. Do not list employment before your 18th

birthday unless to provide a2 minimum of two years of employment history.

Typeof
Employment
(Active Military Duty
Station, National Date
Guard/Reserve, USPHS D Employment
Commissioned Corps, ate Ended
Other Federal Nnme of Your Most Recent Location Employment | (monttyyean)
employment, State Emplover/ S Position (City and Began (cheek box if
Government {Non- Assigned Duty ka State only) {month/year) estimate}
Federal Employment), Station SRS Y {check box if (check
Scif-cmpioyment, cstimate) “present” box
Unemployment, Federal if'still
Contractor, Non- employed)
Government
Employment (excluding
self-employment), Other
Federal postal Regulatory | Commissioner washington, |, Est Present f]“
Commission oC ) '
3 ) i) /) ¥st Eaxt,
Self-employment 7 i-{ummond Co, QOwner/Managing | Arlington, VA 2000 \:/ 002 {/
LLC Member
S rers idomth ; : ; Est E
f reszde’nual Forbes 2000, Senior Consultunt | Alexandria, 1999 \:‘( 1006 \;}
Campaign Incorporated VA
— - PR . e E
Political Party Repf(b/lcan Politicat Director | Washington, 1994 g . &
National oc
Committee
Political Party Missouri Ex‘ecutive Jefferson City, | o E\"‘ 1994 \*j&
Republican Pariy Director MO
U.S. House of Congressman Gene | Legislative Washington, | | it 1589 Bt
Representatives Taylor {(MO) Director De N :
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(B) List any advisory, consultative, honorary or other part-time service or positions with
federal, state, or local governments, not listed clsewhere.

Date Service Date Service Ended

Name of Government Name of Position Began {month/ycar) (check box

Entify (month/year) if estimate) (check

{check box if “present” box if stll

estimate) serving)

Hst Est  Present

a f 23
st st Presemt

o @ <
Est Est Present

1= a o

4. Potential Conflict of Interest

(A) Describe any business relationship, dealing or financial transaction which you have had
during the last 10 years, whether for yourself, on behalf of a client, or acting as an agent,
that could in any way constitute or result in a possible conflict of interest in the position to
which you have been nominated.

None.

{B) Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat or modification of any
fegislation or affecting the administration or execution of law or public policy, other than
while in a federal government capacity.

None,

5. Honors and Awards

List all scholarships, fellowships, honorary degrees, civilian service citations, military
medals, academic or professional honoers, honorary society memberships and any other
special recognition for outstanding service or achievement.

Pi Sigma Alpha National Honor Society
Phi Alpha Theta Narional Hownor Society
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6. Memberships

List ali memberships that you have held in professional, social, business, fraternal,
scholarly, civie, or charitable organizations in the last 10 years.

None.

Unless relevant to your nomination, you de NOT need to include memberships in
charitable organizations available to the public as a result of a tax deductible donation of
$1,000 or less, Parent-Teacher Associations or other organizations connected to schools
attended by your children, athletic clubs or teams, automobile support organizations (such
as AAA), discounts clubs (such as Groupon or Sam’s Club), or affinity
memberships/consumer clubs (such as frequent flyer memberships).

Name of Organization

Dates of Your Membership

{You may approximate.}

Position(s} Held

7. Political Activity

(A) Have you ever been a candidate for or been elected or appointed to a political office?

Year(s) Election

Name of Office Elected/Appointed/ Held or Term of Service
e Candidate Only Appointment (if applicable)
Made
Greene County, Missouri Elected August 1978 2 Years

Republican Central Commitieemnan
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(B) List any offices held in or services rendered to a political party or election committee

during the last ten years that you have not listed elsewhere.

Name of Party/Election Office/Services Rendered

Committee Responsibilities

Dateg of
Serviee

(C) Itemize all individual political eontributiens of $200 or more that you have made in the
past five years to any individual, campaign organization, political party, political action
committee, or similar entity. Please list each individual contribution and not the total

amount contributed to the person or entity during the year.

Name of Recipient Amount Year of Contribution
Romney for President $250 2012
Romney for President $500 2012
George Allen for U.S. Senate (VA) $250 2012
Nodler for Congress Committee (MO) 3500 2010
Hammond for State Representative (MO) $250 2010
Missourians for Roy Blunt $1000 2009
Hulshof for Governor (MO) $500 2008
McCain for President 8560 2008
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8. Publications and Speeches

(A) List the titles, publishers and dates of books, articles, reports or other published

materials that you have written, including articles published en the Internet. Please provide
the Committee with copies of all listed publications. In lieu of hard copies, electronic copies
can be provided via e-mail or other digital format.

Title

Bublisher

Date(s) of Publication

None.

(B) List any formal speeches you have delivered during the last five years and provide the
Committee with copies of those speeches relevant to the position for which you have been
nominated. Include any testimony to Congress or any other legislative or administrative
body. These items can be provided eleetronically via e-mail or other digital format.

Title/Topic

Place/Audience

Date(s) of Speech

Nomination Hearing Washington, DC, HSGAC March 2012
Remarks by Posial Regulatory | Arlington, VA/Association of | May 2010
Commissioner Tony United States Postal Lessors

Hammond

Remarks by Postal Regulatory | Arlington, VA / National December 2008
Commissioner Tony Postal Policy Council

Hammond

Remarks By Postal Regulatory | St. Louis, MO/ National August 2008

Commissioner Tony
Hammond

Association of Postmasters of

the United States

(Copies of above speeches are provided where availuble.)
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(C) List all speeches and testimony you have delivered in the past ten ycars, except for

those the text of which you are providing to the Committee.

Title Place/Audience Date(s) of Speech

Arlington, V4 / National November 2007
Postal Policy Council
St. Louis, MO / National November 2005
Catholic Development
Conference

Nomination Hearing Washington, DC / HSGAC May 2005
Arlington, VA / National November 2004
Postal Policy Council
Portland, OR / National August 2004
League of Postmasters
Clearwater, FL / [DEA March 2003

Alliance

Nomination Hearing

Washington, DC/ HSGAC

Cctober 2002

9. Criminal History

Since (and including) your 18" birthday, has any of the following happened?

*  Have you been issued a summons, citation, or ticket to appear in court in a criminal proceeding against you?
(Exclude citations invalving traffic infractions where the fine was less than $300 and did not include alcohol or

drugs.)

No.

s Have you been arrested by any police officer, sherit!, marshal or any other type of law enforcement official?

No,

» Have you been charged, convicted, or sentenced of a crime in any court?

No.
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Have you been or are you currently on probation or parole?

No.

Are you currently on trial or awaiting a trial on criminal charges?

N

To your knowledge, have you ever been the subject or target of a federal, state or local eriminal investigation?

No.

If the answer to any of the questions above is yes, please answer the questions below for
each criminal event (citation, arrest, investigation, etc.). If the event was an investigation,
where the question below asks for information about the offense, please offer information
about the offense under investigation (if known).

A)

B)

)

D}

E)

F)

Date of offense:
a. Isthis an estimate (Yes/No):

Description of the specific nature of the offenser

Did the offense involve any of the following?
1) Domestic violence or a crime of violence (such as battery or assault) against your child, dependent,
cohabitant, spouse, former spouse, or someone with whom you share a child in common: Yes / No
2) Firearms or explosives: Yes/No
3) Alcohol or drugs: Yes/No

Location where the offense occurred (city, county, state, zip code, country):

Were you arrested, summoned, cited or did you receive a ticket to appear as a result of this offense by any
police officer, sheriff, marshal or any other type of law enforcement official: Yes/No

1) Name of the law enforcement agency that arrested/cited/summoned you:
2) Location of the law enforcement agency (city, county, state, zip code, country):

As a resuit of this offense were you charged, convicted, currently awaiting trial, and/or ordered to appear in
court in a criminal proceeding against you: Yes/Ne

1) [fyes, provide the name of the court and the location of the court {city, county, state, zip code,
country);

2) Ifyes, provide all the charges brought against you for this offense, and the outcome of each charged
offense (such as found guiity, found not-guilly, charge dropped or “nolle pros,” etc). If you were found
guilty of or pleaded guilty to a lesser offense, list separately both the original charge and the lesser
offense:

10
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3) Ifno, provide explanation:

G) Were you sentenced as a result of this offense: Yes/ No

H) Provide a description of the sentence:

1) Were you sentenced to imprisonment for a term exceeding one year: Yes / No

1)  Were you incarcerated as a result of that sentence for not fess than one year: Yes/No

K) If the conviction resulted in imprisonment, provide the dates that you actually were incarcerated:

L) if conviction resulted in probation ot parole, provide the dates of probation or parole:

M) Ave you currently on trial, awaiting a trial, or awaiting sentencing on criminal charges for this offense: Yes/
No

N} Provide explanation:

11
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10. Civil Litigation and Administrative or Legisiative Proceedings

(A)Since {and including) your 18th birthday, have you been a party to any public record
civil court action or administrative or legislative proceeding of any kind that resulted in (1)
a finding of wrongdoing against you, or (2) a settlement agreement for you, or some other
person or entity, to make a payment to settle allegations against you, or for you to fake, or
refrain from taking, some action. Do NOT include small claims proceedings.

Date Claim/Suit

Was Filed or Court Pgil::img:l ;aon! s
Legislative Name Tnvolved In Nature of Action/Proceeding Results of
Pr(;;::e;i;n;t,s Actwmn TProcesdin Action/Proceeding
None.

(B) In addition to those listed above, have you or any business of which you were an officer,
director or owner ever been involved as a party of interest in any administrative agency
proceeding or civil litigation? Please identify and provide details for any proceedings or
civil litigation that involve actions taken or omitted by you, or alleged to have been taken or
omitted by you, while serving in your official capaeity,

Date ClainySuit
Was Fited

Name(s) of
Principal Parties
Involved in

Action/Proceeding

Nature of Action/Proceeding

Results of
Action/Proceeding

None.

{C) For responses to the previous question, pleasc identify and provide details for any
proceedings or civil litigation that involve actions taken or omitted by you, or alleged to

have been taken or omitted by you, while serving in your official capacity.

12
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11. Breach of Professional Ethics

(A) Have you ever been disciplined or cited for a breach of ethics or unprofessional conduct
by, or been the subject of a complaint to, any court, administrative agency, professional
association, disciplinary committee, or other professional group? Exclude cases and
proceedings already listed.

No.
Name of Date . et . .
e o Y p Y -
AgencviAssociation/ | Citation/Disciplinary chn&ig:}gz‘;‘m":g tlmar Results of Disciplinary
T > - F ) ; N
Committee/Group Action/Complaint Action/Complaint

Issued/Initiated

(B) Have you ever been fired from a job, quit a job after being told you would be fived, left
a job by mutual agreement following charges or allegations of misconduct, left a job by
mutual agreement following notice of unsatisfactory performance, or reccived a written
warning, been officially reprimanded, suspended, or disciplined for misconduct in the
workplace, such as violation of a security policy?

No.

12. Tax Compliance
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13. Lobbying

In the past ten years, have you registered as a lobbyist? If so, please indicate the state,
federal, or local bodies with which you have registered (e.g., House, Senate, California
Secretary of State).

No.

15
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14. Quiside Positions

& See OGE Form 278. (If, for your nomination, you have completed an OGE Form 278
Executive Branch Personnel Public Financial Disclosure Report, you may check the box here to
complete this section and then proceed to the next section.)

For the preceding ten calendar years and the current calendar year, report any positions
held, whether compensated or not. Positions include but arc not limited to those of an
officer, director, trustee, general partuner, proprietor, representative, employee, or
consultant of any corporation, firm, partnership, or other business enterprise ot any non-
profit organization or educational institution. Exclude positions with religious, social,
fraternal, or political entities and those solely of an honorary nature.

Type of

Qrganization
{corporation, firm,

partnership, other Position Held Position
o N::;;:{;m O.Ar-dw::ie;:t?:n business enterprise, | Position Held From Held To
Vit . oy T

argantaion other ron-profit (month/year) (month/year)

organization,
educational
institution)

16
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15. Agreements or Arrangements

& See OGE Form 278. (If, for your nomination, you have completed an OGE Form 278
Executive Branch Personnel Public Financial Disclosure Report, you may check the box here to
complete this section and then proceed to the next section.)

As of the date of filing your OGE Form 278, report your agreements or arrangements for:
(1) continuing participation in an employec benefit plan (e.g. pension, 401k, deferred
compensation); (2) continuatien of payment by a former employer (including severance
payments); (3) leaves of absence; and (4) future employment.

Provide information regarding any agreements or arrangements you have concerning (1)
future employment; (2) a leave of absence during your period of Government service; (3)
continuation of payments by a former employer other than the United States Government;
and (4) continuing participation in an employec welfare or benefit plan maintained by a
former employer other than United States Government retirement benefits.

Status and Terms of Any
Agreement or Arranpement Parties Date
Agreement or Arrangement
x nes — (month/ycar)

17
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16. Additional Financial Data
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United §

ffice of Government Ethics
201 New York Avenue, NW, Suite 500
Washington, DO 20005-3917

JUL 312013

The Honorable Thomas R. Carper

Chairman

Committee on Homeland Security
and Governmental Affairs

United States Senate

Washington, DC 20510

Dear Mr. Chairman:

In accordance with the Ethics in Government Act of 1978, Ienclose a copy of the
financial disclosure report filed by Tony L. Hammond, who has been nominated by President
Obama for the position of Commissioner, U.S. Postal Regulatory Commission.

We have reviewed the report and have obtained advice from the agency concerning any
possible conflict in light of its functions and the nominee’s proposed duties. Also enclosed is an
cthics agreement outlining the actions that the nominee will undertake to avoid conflicts of
interest. Unless a date for compliance is indicated in the ethics agreement, the nominee must
fully comply within three months of confirmation with any action specified in the ethics
agreement,

Based thereon, we believe that this nominee is in compliance with applicable laws and
regulations governing conflicts of interest.

Smcerely, ‘
// ; f;/

“Don W. Fox

Principal Deputy Director

Enclosures REDACTED
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TONY HAMMOND
COMAISSIONER

July 28, 2013

Stephien Sharfman

Designated Agency Ethics Official
Postal Regulatory Commission

901 New York Avenue, NW, Suite 200
Washington, DC 20268

Dear Mr. Sharfman,

The purpose of this letfer is to describe the steps that I'will take to avoid any
actual or apparent conflict of inferest inthe event that Iam confirmed for the position of
Commissioner, Postal Regulatory Commission.

As required by 18 U.8.€. §208(a), Hwill not participate personally and
substantially in any particular matter that has a direct and predictable effect on my
financial interests-or those of any person whose interests are imputed tome, unless |
first obtain a written waiver, pursuant to 18 U.8.C. § 208(b)(1), or qualify for a regulatory
exemption pursuant to § 208(b}(2). 1 understand that the interests of the following
persons are imputed to me: any spouse orminor child of mine; any general pariner of a
partnership in which Lam a limited or general partnier; and any organization in which |
serve as officer, director, trustee, general pariner or employee; and any person or
organization with which | am negotiating or have an arrangement concerning
prospective employment.

| understand that as an appointee [must continue to abide by the Ethics Pledge
{Exec. Order No. 13490) that | previously signed and that | will be bound by the
requirements and restrictions therein in addition to the commitments | have made in'this
and any other ethics agreement.

{ have been advised that this ethics agreement will be posted publicly, consistent
with 5 U.S.C. § 552, on the website of the U.S. Office of Government Ethics with other
ethics agreements of Presidential nominees whe file public financial disclosure reports.

Sincerely,

Tony Hammond

01 Melw York Avenue NW, Suite 200 ] Washington, DC 20268:0001 | Phans: 202-785-8805 Fax: {208 TEH-888F T  wwwiptogee
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U.S. Senate Committee on Homeland Security and Governmental Affairs
Pre-Hearing Questionnaire for the

Nomination Tony L. Hammond to be Commissioner, Postal Regulatory Commission

1. Nomination Process and Conflicts of Interest

Why do you believe the President re-nominated you to serve as a Commissioner of the
Postal Regulatory Commission (“PRC” or “the Commission™)?

During my years of service on the Postal Regulatory Commission I have handled
all cases and issues before the PRC in a fair, impartial and responsible manner. I will
continue to mainlain the high ethical standards the President has set for all nominees for
service in the federal government, Iwill work toward the best interesi of all parties
involved in every issue the Commission considers

Were any conditions, expressed or implied, attached to your nomination?
No.

What specific background and experience affirmatively qualifies youto be a
Commissioner of the PRC?

1 have served for over ten years as a Commissioner of the Postal Regulatory
Commission and its predecessor agency, the Postal Rate Commission, In previous
positions I developed mail markering programs and have several years in direct
marketing experience, working in the private sector. 1 have been an administrator, o
supervisor, and have managed my own consulting firm. I also spent a decade on the staff
of a former Ranking Member of the House of Representatives postal oversight committee,
where [ focused extensively on postal issues.

Have you made any commitments with respect to the policies and principles you will
attempt to implement as a Commissioner of the PRC? If so, what are they and to whom
have the commitments been made?

No.

Senate Committee on Homeland Security and Governmental Affairs Page I of 21
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3. If confirmed, are there any issues from which you may have to recuse or disqualify
yourself because of a conflict of interest or the appearance of a conflict of interest? If so,
please explain what procedures you will use to carry out such a recusal or
disqualification.

While serving as a Commissioner, my activities have been annually reviewed by
our ethics officer and constantly monitored. 1did not, and do not, maintain any
connections with any firms or organizations which would cause me to recuse or
disqualify myself because of a conflict of interest or the appearance of a conflict of
interest.

11. Role of the Postal Regulatory Commission and its Commissioners

6. What is your view of the role of a Commissioner of the PRC? How has this view
changed over the course of your tenure as a Commissioner?

Whether it has been as a Commissioner of the Postal Rate Commission or the
Postal Regulatory Commission, my role has been to serve as a fair, independent arbiter
of every issue and case brought before the PRC by the United States Postal Service,
ratepayers, interested parties and citizens.

7. In your view, what are the major internal and external challenges facing the PRC, and
how have they evolved since you were appointed to the PRC?

When 1 first became g Commissioner in 2002, the PRC was an entirely different
agency. The Postal Rate Commission's main responsibility was changes in postal rates,
Jees and classifications.

When it became the Postal Regulatory Commission following the 2006 postal
reform legislation, the PRC acquired enhanced responsibilities which required major
revamping of the agency functions. Because of the hard work and cooperation among the
Commission and staff, the transformation was achieved in a responsible and effective
manner.

The major challenges facing the PRC stem from the Postal Service's need to
adjust to the changing role of mail. As the Postal Service attempts 1o adjust, new issues
and conflicts must be evaluated and resolved by the Commission.

Senate Committee on Homeland Security and Governmental Affairs Page 2 0f 20



41

8. How have you addressed the challenges facing the PRC during your term as
Commissioner?

During the ten years on the Commission, I have continually sought the input of
everyone affected by the actions of the PRC. From the Posimaster General’s office and
the postal employee unions to representatives of the mailing industry, shippers, postal
competiiors and mail recipienis, I have dealt with the diverse interests that are concerned
with the operations of the United States Postal Service. It provides me with a good
background for understanding the issues facing everyone in the postal community.

9. What do you think is the PRC’s most important role now and going forward given the
changing nature of communication and commerce?

Transparency and accountability remain important Postal Service functions. The
Postal Regulatory Commission's priority is to assure that iransparency and
accountability are continued.

10.  What do you believe have been your principal accomplishments during your tenure at the
PRC? What contributions do you hope to make if confirmed for another term?

During my tenure at the Postal Regulatory Commission, I have been active in all
the full-time duties of a Commissioner.

FElected twice as Vice-Chairman, I have chaired hearings and actively
participated in all the meetings, forums, and conferences at the Commission. I consult
with my colleagues and work for cooperation among the Commissioners. On many
occasions, I have provided on-the-rvecord alternative and supplemental comments on
cases and advisory opinions.

1 have participated in active outreach to varied groups and organizations through
speaking events, postal forums and site visits. When necessary, [ have represented the
Commission on the official delegations to the Universal Postal Union.

If confirmed for another term, I will continue as an active, full-time Commissioner
to see that oll cases and issues before the Commission are handled in a fair and
responsible manner that participanis have every right to expect.

11, If confirmed, how would you coordinate and communicate with PRC staff to accomplish
the PRC’s goals?

There has been a good working relationship between the Commissioners and
PRC staff. The interaction between staff and Commissioners is beneficial in getting our
Jjobs done. I have always had PRC staff communicate divectly with me on any issue
before us and will do so again if I am confirmed to return to the Commission.

Senate Committee on Homeland Security and Governmenial Affairs Page 3 of 20
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12.  What do you believe should be the PRC’s top three priorities over your six-year term?

The Postal Regulatory Commission’s responsibility is to carry out the statutory
requirements given it by the Postal Accountability and Enhancement Act. Three ways to
accomplish that goal are:

1.) Making sure the PRC provides accurate, non-biased and timely Anmial
Reports to the Congress and Advisory Opinions o the Postal Service. 2.) Adjudicating
Jairly, in a professional, reliable and timely way, all decisions on every case, complaint
and appeal that comes to the Commission. 3,) Assuring that the PRC'is transparent,
accountable and responsive in PRC activities and operations as should be required of all
government agencies.

13.  How do you believe the PRC could improve the management and timeliness of its docket
while also maintaining or improving the quality of decision-making?

I continually review our rules and regulations, to make suyre the Commission is
responsive to the need to provide timely Orders and Opirions. I have advocated for
reforming our regulations to betier assure that our Advisory Opinions are both relevant
and timely. 1 hope we are able to finalize new regulations in the near future.

The full-time workload at the PRC mandates that the priorities of the Commission
must be to see that its statutory responsibilities are carried out without distraction.

14.  Should the general management of the Commission be more or less vested in the Chair?

Under the statute, the President names the Chairman to provide general
management of Commission operations. Any effective Chairman consults with all the
Commission members and keeps them informed of management operations. An effective
Chairman will specifically seek guidance and consensus on major matters that affect the
Commission as a whole.

15.  The PRC listed human capital management as a key strategic goal in its Strategic and
Operational Plan. What role have you played as a Commissioner, in helping recruit and
retain a talented and skilled workforce?

The entire Commission does vote on the hiring of Office Heads. Beyond that,
individual Commissioners are responsible only for adoption of the Strategic and
Operational Plan, not for individual hiring decisions. I am always willing to work with
our Division Directors and human capital employees on specific retention matters. We
have an overall successful record of bringing on a talented and skilled workforce and
retaining them.

Senate Commiitee on Homeland Security and Governmental Affairs Page 4 of 20
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16. As a Commissioner, do you believe that retention incentives are a necessary tool in
recruiting and retaining an effective workforce? Should retention incentives be a first or
last resort?

The Postal Regulatory Commission must be competitive with other agencies of the
Jederal government and the private sector in recruitment and retention of skilled
employees. Retention incentives should be offered only when necessary. The PRC should
not take extraordinary or unfair measures to retain employees.

17.  What should you and your fellow Commissioners do to help ensure that the Office of
Inspector General established under the Postal Accountability and Enhancement Act
(PAEA) functions independently and effectively?

Since the establishment of the PRC Office of Inspector General in 2007, that
Office has always functioned without undue or inappropriate influence from individual
Conmmissioners. Iwill do whatever necessary to see that is maintained.

18.  How do you believe your prior experience would help inform and guide your decisions as
a Commissioner of the PRC for another term?

If confirmed for a new term on the Commission, my previous ten years of service
will be helpful. Iwill continue as an active, full-time Commissioner to see that all cases
and issues before the commission are handled in a fair and responsible manner that
participants have every right to expect.

19.  The PRC is an independent agency. How do you understand that obligation of
independence? How does such independence affect your approach to the evaluation and
decision of cases?

As an independent agency, the Postal Regidatory Commission is beholden to no
group, agency or constituency. Qur responsibility is to evaluate and decide cases based
upon facts after providing a fair hearing to all ratepayers and those affected by our
actions.

20.  How can PRC effectively and efficiently fulfill the statutory mandate for PRC to provide
its views to the State Department regarding international postal arrangements?

The PRC provided views last year regarding proposals for the Universal Postal

Union Congress that established rates and classifications for market dominant postal
products and services. The Commission views were in keeping with the statute and
indicated whether a proposal was consistent or inconsistent with Section 3622. We also
provided a rationale for the Commission’s view on the proposals to the State Department
as is a responsibility of the Commission. These improvements over the previous process
put a proper focus on the PRC's role under the law,

Senate Committee on Homeland Security and Governmental Affairs Page 5 of 20
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21. According to documents provided to this Committee, in calendar years 2012 and 2013
you have not traveled, or do not have future plans to travel this calendar year. Do you
believe you can effectively carry out the duties of your job without traveling?

Whenever fravel is necessary to effectively carry out the duties of my job, Iwill
travel. 1 always take into consideration the impact of official travel on the PRC budget
and will continue to do so.

I11. Policy Questions
Postal Reform Generally

22.  The U.S. Postal Service (or “USPS”, or the “Service”) continues to experience volume
and revenue losses. The Postal Service ended Fiscal Year (FY) 2012 with a net loss of
$15.9 billion and has recorded a $3.9 billion loss in the first three quarters of FY 2013. In
recent years the USPS has been unable to make its approximately $5.5 billion annual
retirec health benefits pre-funding payments required under the Postal Accountability and
Enhancement Act of 2006 (PAEA) (P.L. 109-435).

a. Inyour view, what is the PRC’s role in overseeing USPS’s efforts to improve its
financial condition and exercising its flexibility to increase postal revenue and cut
costs, while also meeting its universal service obligations and other statutory
requirements?

The PAEA s goal was transparency. As the regulator, the PRC motivates the
Postal Service to continue improvement in accountability. The PRC’s Annual
Compliance Determination is the primary guide for USPS to comply with the
statutory requirements. This comprehensive annual review focuses on financial
transparency and compliance with pricing and service performance standards.

b. How does this differ from the role of the Postal Board of Governors or the role of
Congress?

The Congress sets broad national postal policy. The Congress created the Board
of Governors specifically to select the management of the United States Postal
Service to set the goals and policies of the agency. As the independent regulator, the
PRC provides the transparency which leads to accountability.

Senate Committee on Homeland Security and Governmental Affairs Page 6 of 20
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In the PRC’s Annual Compliance Determination Report for FY 2010, the Commission
stated that while the Postal Service’s reduction of work hours and other actions have
reduced costs, “they will not provide the $4 billion-$5 billion in annual cost savings
necessary to bring the Postal Service long term financial solvency and stability.”

a. What additional steps do you believe the Postal Service should take that do not

require Congressional action to improve its financial condition?

The Postal Service needs to continue review of their modernization efforts to
bring about further efficiencies. The Postal Service can make more use of the
Aexibilities Congress provided it in the PAEA. Nonetheless, legislative action
appears necessary.

What legislative changes do you believe Congress should consider to help improve
the Postal Service’s financial condition?

As provided for in the PAEA, I joined my fellow Commissioners in approving the
Commission Section 701 Report to Congress which made recommendations on
legislative changes.

Included was the Commission’s position that the Health Care Retiree Benefit
Fund payment requirements were overly ambitious and needed to be modified. The
Report also recommended that the Postal Service be allowed to add new market-
dominant classes of mail to provide it with more flexibility. It further recommended
that the law allow the maximum revenue limitation on market tests of experimental
products to be increased.

These kinds of changes could bring about more financial stability.

What role, if any, should the PRC have in the Postal Service’s operational decisions?

Congress provided that the Board of Governors select a Postmaster General to

make the operational decisions for the Postal Service, The Postal Regulatory
Commission was not given a statutory responsibility for operational decisions.

Senate Committee on Homeland Security and Governmental Affairs Page 7 of 20
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Should Congress modify or repeal the requirement for USPS to seek advisory opinions
from the PRC, as some have proposed? Why or why not?

The Postal Regulatory Commission’s Advisory Opinions are in-depth and
professional reviews of the Postal Service's proposed changes in the nature of service,
which can be very helpful to the Postal Service and stakeholders in understanding the
benefits and risks involved. The advisory, nonbinding nature of these opinions means the
Postal Service is still allowed to make the changes provided they comport with the law.
However, timely issuance has been problematic in some of these proceedings, and
untimely advice, as a practical maiter, is far less helpful than it should be.

Over a year ago, I joined with a Commission colleague in a Concurring Opinion
where we questioned how relevant the advice from an N-Case proceeding is if the Postal
Service does not receive that Opinion in a timely fashion.

The PRC has now issued a Notice of Proposed Rulemaking to make the Advisory
Opinion process more efficient and streamlined. This proposal also pays particular
attention to the responsibility to protect the rights of all affected mail users in the
process.

1 hope we will be able to finalize the new regulations before receipt of any
additional Advisory Opinion requests from the Postal Service,

1t has been over seven years since PAEA changed postal pricing to provide the Postal
Service with more flexibility as well as improve the rate-making process.

a. Do you believe the Postal Service has effectively utilized the pricing flexibility
provided in PAEA?

The Postal Service has sent several requests for approval to develop and evaluate
new products to the Commission since enactment of the PAEA. They are cases in
keeping with the increased competitive flexibility allowed under the Act.

The PRC aiso has approved hundreds of competitive Negotiated Service
Agreements from cases filed by the Postal Service. However, the Postal Service has
not been aggressive in filing market-dominant NS4 proposals.

b. Do you believe that the goal of increased flexibility was met?

The PRC has approved each case the Postal Service has filed with us concerning
the increased flexibility afforded it under the PAEA.
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¢. Under what circumstances should “flexibility” include the ability of the Service to
have different price increases for one class of mail versus another class?

The law currently allows the Postal Service to send rate requests with different
price increases for different products to the Commission. The Postal Service has
utilized this flexibility in every rate case filed with us. It remains our responsibility to
review whether each class of mail covers its overall cost.

d. Do the work share provisions of the Commission rules, all else equal, enhance or
hinder flexibility?

The workshare provisions are the appropriate example of the flexibility allowed
under the law. They are not a hindrance to flexibility.

27.  Inyour view, how can the Postal Service return to viability in a market in which e-
commerce and electronic communication and payments are increasing and mail volume is
declining? What role do you believe the PRC should play in shaping the future Postal
Service given these rapid changes?

While there is an ever-changing environment in the way people use the mail, there
is still a need for postal service products. The Postal Service must be aggressive in
pointing ouf the strengths they have and the service they provide to keep them relevant.

The statutory role of the PRC is to continue to be timely, accurate and reliable in
consideration of the requests brought before it by the Postal Service. We also continue
with the responsibility for transparency and accountability for this multibillion dollar
government service.

28.  What is your overall impression of how well the postal reforms under the PAEA have
been implemented so far? What areas have been most challenging, and what areas do you
believe need the most attention in the future?

Before the passage of the PAEA, the postal ratemaking process had become too
cumbersome and expensive. It took too long. It also did not provide the predictability of
rates that mailers needed, nov the flexibility the Postal Service needed to modernize and
remain relevant.

The implementation of the new ratemaking system was the biggest challenge to
the Postal Regulatory Commission. The PRC was successful in transforming into an
entirely new agency, with different responsibilities. At the same time, the PRC completed
the new regulations governing future ratemaking several months in advance of the
deadline. It was accepted by both the Postal Service and the mailing community in
keeping with the mandate of the PAEA.

The challenge in the future is for the PRC to continue to provide timely, accurate
and reliable decisions on the statutory responsibilities of the Commission.

Senate Conmmnittee on Homeland Security and Governmental Affairs Page 9 of 20
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29.  What do you believe are the most important responsibilities of the PRC, and what is your
opinion of how those responsibilities have been fulfilled?

The continuing responsibility of the PRC is to carry out the PAEA’s statutory
requirements. To do that, the PRC has to make sure that it is producing accurate, non-
biased and timely Advisory Opinions and Reports. The Commission must adjudicate
Jairly, in a professional and timely manner, all decisions on every case, complaint and
appeal that comes before il.

The PRC must also be transparent, gccountable and responsive in PRC
operations. The PRC must be mindful thot all activities are carried out in a frugal and
responsible manner that makes wise use of the ratepayer dollars that provide the PRC's
annual budget,

30. Do you believe Congress should amend the structure of the current Commission relative
to how long commissioners serve? If so, please describe.

The current staggered six-year terms are appropriale.

31, Do you believe Congress should amend the process for selecting a Chair and Vice Chair?
If so, please describe.

The President should continue to have the power to appoint the Chairman. Our
current process for selection of a Vice Chairman does not need to be changed.

32.  The PAEA substantially changed the relative responsibilities of the Postal Service Board
of Governors and the Commission.

a. What do you believe are the most important decisions the Commission has made
since the PAEA?

The decision implementing the new rate-making process, the Annual Compliance
Determinations, the mandated report on Universal Service, the issuing of the
Advisory Opinions requested by the Postal Service, and the annual rate change cases
have all been important decisions. One of the most important decisions from the PRC
was the ruling which rejected the Postal Service's Exigent Rate Request.
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b. What are the key decisions you expect the Commission to make in the future under
the PAEA?

The look-back regulatory model of the PAEA requires an Annual Compliance
Determination by the PRC. Iwould anticipate that the Postal Service will make
annual price adjustment requests of the Commission. Further Advisory Opinions may
be requested as the Postal Service struggles financially. All these decisions would be
major issues for the PRC.

¢ Generally, what approaches do you advocate the PRC should take in regulating USPS
and why?

The PRC has established a good record in accordance with the statutes governing
regulation of the Postal Service. This was in keeping with the guidance provided by
the PAEA. I advocate the PRC remaining within the understood boundaries of the
law, rather than trying to intervene in the day-to-day operational management of the
Postal Service.

Debates about postal reform legisiation raised fundamental questions about the role of the
Postal Service in our nation, including the nature of the Postal Service’s universal service
obligation.

a. What is your view of the Postal Service’s universal service obligation?

L actively participated in the development of the PRC’s 2608 report on Universal
Postal Service and the Postal Monopoly, required by the PAEA. It outlined that the
current obligation to provide service to all persons in all parts of the Nation, its
territories, and possessions, is paramount and should not be altered. Our Report
also identified the features that should be attributed to the USO.

b. Do you believe the concept of universal service has evolved? If so, how? How do you
believe USPS can adapt to meet that obligation?

As the PRC Report noted, the “universal service obligation” has been consciously
and intentionally applied since only the mid-20" Century. The Postal Service should
be encouraged fo use their flexibilities and constantly monitor the changing needs of
their customers. This should allow the Postal Service to meet their universal service
obligation in the future.

Page 11 of 20
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¢. Inyour view, what is the PRC’s role in preserving universal service?

The PRC has the responsibility of considering the preservation of the universal
service obligation in all cases that come before the Commission.

d. What PRC decisions or opinions have you been involved in that uphold the Postal
Service’s responsibility to provide universal service, and what has been your view
about the universal service obligation in deciding these cases? Should the PRC
encourage use of the complaint process?

Similar to the above statement, every decision and opinion I have been involved in
at the PRC takes into consideration the universal service obligation.

34, Since enactment of PAEA, the PRC has interpreted the term “non-postal service” through
consideration of various USPS proposals for new products and services.

a. Do you believe the Postal Service should be allowed to compete with the private
sector? If so, under what circumstances?

Under current law, the Postal Service is allowed 1o provide competitive postal
products which are also offered by private sector companies. One example is the
Priority Mail boxes similar to FedEx and UPS. In other areas where the private
sector is already providing the products, there is no reason for the Postal Service to
offer the same products.

b. What concerns, if any, do you have about such efforts?

If the services are already being provided by the private sector, there is no need
Jor the Postal Service, which enjoys the free world’s largest government monopoly, to
become a competitor with unfair advantages. It could cause businesses to close and
private sector jobs would be lost to our economy.

¢. What role do you believe the PRC should play in the introduction or pricing of new
products?

The Posral Regulatory Commission is not responsible for introducing new postal
products. The PRC does have the duty o ensure that market dominant products are
not subsidizing competitive products. The PRC also is responsible for making sure
new products are consistent with the current siatutory requirements,
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The PAEA set forth a new process for resolving complaints against the Postal Service.
What do you believe must be done to ensure that the PRC will review and resolve any
complaints promptly and fairly?

The PRC published overall regulations dealing with the complaint process in line

with the PAEA. Since that lime, we have dealt with individual aspects of the complaint
process that might need improving and have proposed new rules where needed. We will
continue to review our practice o see that the process is prompt and fair

Postal Ratemaking

36.

Before enactment of the PAEA, the postal ratemaking process was criticized for being too
cumbersome, taking too long, and being too adversarial to best serve the financial
interests of the Postal Service or postal customers.

a.

In your view, how has the ratemaking process changed from implementation of
PAEA?

The PAEA was a necessity. Prior to passage of the reform legislation, the
ratemaking process was outdated and impractical to modern postal realities. The
PRC set up a realistic new system of ratemaking; fair to all and workable. The
budget deficiencies of USPS are not because of any faulty ratemaking process.

. Do you believe additional improvements to the ratemaking system are necessary?

The process for ratemaking set up by the PRC has worked. Since setting up the
new ratemaking system in 2007, no mailer has ever filed a complaint related to a rate
that had been reviewed and approved by the Commission.

How will you use the PRC review scheduled for 2016 to improve the system?

As provided for under the PAEA, the Commission’s responsibility in 2016 will be
to determine if the system for regulating rates and closses for market-dominant
products is achieving its goals. We will have an open process, with the opportunity
Jfor public comment, to determine whether the system needs changing and consider
recommendations for improvement af that time,

. Has the new system made pricing less adversarial?

Yes. It has simplified a process which formerly was costly, litigious and lengthy.

Senate Committee on Homeland Security and Governmental Affairs Page 13 of 20
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The PAEA codifies the Postal Service’s ability to enter into special classifications with
mailers, referred to as Negotiated Service Agreements (NSAs). The Postal Service,
however, has entered into very few domestic market-dominant NSAs. Some mailers cite
the lengthy and cumbersome process for NSA approval, while other stakeholders have
raised concern that NSAs may lead to unfair competition.

a. What are your views about the desirability and effectiveness of market-dominant
NSAs under various circumstances?

b. What do you believe has hindered the more extensive use of this authority?

¢. Do you believe the PAEA addresses and resolves these concerns that had previously
been raised about NSAs?

In responding to this series of questions, I would say that the PAEA rightly gave
the PRC the responsibility of assuring that Negotiated Service Agreements not
provide unfair advantages to any individual mailer over their competitors. Because
the law says that a market-dominant NSA cannot cause unreasonable harm 1o the
marketplace, the PRC seriously reviews each request to make sure that a proposed
NS4 is accountable and fair.

By definition, the Postal Service enjoys a monopoly, or market dominant position,
for its market dominant products. This may reduce the opportunities for profit-
making NS4'’s,

While the Postal Service has not taken much advantage of this product line,
Negotiated Service Agreements remain a potentiaily valuable tool. During the time I
have been on the Commission there has been no delay in the PRC approving any
NSA.

What do you believe should be the role of the PRC in helping to ensure that the quality
and timeliness of the Postal Service’s data in cases before the PRC are adequate?

The PRC has the responsibility to obtain the information necessary from the
Postal Service to determine cases and issues before us. While there are some instances
where the quality of the data has been questioned, there has not been an instance where
the Postal Service refused to comply with our requests since the passage of the PAEA
provided the PRC with subpoena power.

Senate Commitree on Homeland Security and Governmental Affairs Page 14 of 20
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During consideration of the PAEA, there was debate about whether the Postal Service
could realistically be expected to function under a strict consumer-inflation-based rate
cap. From experience so far, do you believe the Postal Service can operate successfully
under the current rate cap system? How do you interpret the rate cap and its exigency
clause? Would an alternative cap be more appropriate?

The price cap on market-dominant products has caused the Postal Service to
focus on making its operations more efficient and cost gffective. No government

monopoly would undertake such efforts without being forced to. So, the price cap has
been successful in that regard. Major mailers have continually pointed out that the
predictability in postage increases, because of the price cap, has led to predictable
mailer planning and market-dominant products still make up eighty percent of Postal
Service Revenues.

As I have testified before, exigent circumstances means an emergency, such as the
deadly anthrax mailings, for instance. The Postal Service's simple inability to raise
enough revenue is not, itself, an exigent circumstance.

Should the Postal Service file another exigent rate increase with the PRC, each
Commissioner has the responsibility to withhold judgment until the case has been
adjudicated before us. However, in 2010, the Commission rightfully did not grant the
Postal Service the ability to implement an exigent rate increase because it was unable to
quantify the impact of the recession on its finances and to show how its rate request
responded to changes in mail volume caused by the recession.

Service Standards and Other Performance Obligations

40.

What do you believe should be the PRC’s role in establishing performance standards for
postal products and services and for monitoring the Service’s results in meeting these
standards? Do you believe that the Service has sufficient business incentives to provide
good service?

As contemplated by the PAEA, service standards have been established by the
Postal Service in consultation with the PRC and we now require reporting of service
performance. Under the law, this information is analyzed and reported in the PRC’s
Annual Compliance Determination (ACD). The comprehensive ACD focuses on
compliance with pricing and service performance standards as well as financial
transparency.

Senate Committee on Homeland Security and Governmental Affairs Page 15 of 20
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41, The PAEA requires the Postal Service to consult with the PRC in establishing modern
service standards, as well as in modifying the standards and planning for future standards.
How do you believe this consultation should be carried out? What additional value, if
any, do you believe the PRC can bring to this process? Do you believe PRC consultation
has been effective thus far?

As was established by the PAEA, the consultations between the Postal Service and
the PRC were carried out in establishing the standards. The continuing consultations
have been beneficial to both agencies. They assure that both the Commission and the
Postal Service understand each other s responsibilities.

42, Inyour view, what degree of fransparency should the Postal Service provide to Congress,
mailers, and the public on delivery performance goals and general quality of delivery
services? Do you believe the PRC has sufficient information to monitor service quality?

Unless the Postal Service has a specific legitimate reason to withhold
information, they are to be transparent in their reporting. Providing the PRC sufficient
information is an evolving process, which the Commission needs to keep the Postal
Service accountable for.

43, Many postal stakeholders have raised concerns about the adequacy of the Service’s
financial transparency. The PAEA requires the Postal Service to meet the financial
reporting requirements of the Sarbanes-Oxley legislation. What is your opinion of this
mandate and do you believe the Postal Service has satisfied this mandate?

The Postal Service has said that going through the process of having to meet the
Jinancial reporting requirements was beneficial for them. As it is a continuing
requirement, the PRC provides a continuing review. The Postal Service is complying
with this mandate. The PRC has not received complaints about the Postal Service’s
Jinancial reporting requirements under Sarbanes-Oxley.
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In March 2011, the PRC issued an advisory opinion about the USPS’s proposal to reduce
delivery to five days per week. In its opinion, the PRC identified many shortcomings in
the USPS’s proposal, including a lack of consideration for the disproportionate effect the
proposal would have in rural areas.

a. What is the role of the PRC in mail delivery service frequency determinations?

The Postal Regulatory Commission was not given the responsibility for
determining the Postal Service's number of delivery days. However, the PRC was
given the mandate in the PAEA to report on the Universal Service Obligation (USO).
Our 2008 USO Report did state that a minimum five day delivery was necessary for
the USO to be met. While the Postal Service has proposed making changes in
delivery days, the Congress has restricted changes.

. Do you believe the PRC’s opinion is relevant to Congress’s consideration of
y P g

legislative proposals to allow USPS to reduce delivery days?

The PRC’s unanimous opinion was a reliable review of the effect reducing
delivery days could have. Ijoined with my colleagues in stating that the USPS had
not adequately considered the effect the original proposal would have in rural and
non-contiguous areas of the country.

In separate views, 1 did point out our analysis showed that even afier the Postal
Service s somewhat optimistic estimates were corrected, the elimination of Saturday
delivery would provide substantial financial benefil.

. Do you believe the PRC’s opinion on this matter should be binding rather than

advisory? Please explain.

Congress properly establishes national postal policy. That is why the PRC was
asked to provide an Advisory Opinion rather than issuing a binding decision on this
issue.
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Post Office Closings and Relocations

45.

46.

47.

In your opinion, does the existing process for closing and relocating post offices
adequately protect the interests of postal customers and the affected communities,
especially in small towns and rural areas? If not, what additional protections do you
believe are necessary?

Current law requires that in making the determination on whether to close a post
office, the Posial Service must consider the following factors: the effect on the
community; the effect on postal employees; whether a maximum degree of effective and
regular postal service will be provided; and the economic savings to the Postal Service.
These are definitive safeguards. Anyone who finds these considerations have not taken
place has appeal rights to the Postal Regulatory Commission.

Many members of the public have expressed a concern that the Postal Service does not
adequately involve affected communities in the decision-making process for the closings
of post offices and processing facilities. What are your views on this issue?

Anyone who believes the Postal Service has acted in an arbitrary or capricious
manner has appeal rights to the Postal Regulatory Commission. The Commission must
impartially consider any appeal that comes before it.

Do you believe the PRC should have final authority to approve post office closings?

The Congress has determined that the PRC may remand matters to the Postal
Service for further consideration. However, it does not authorize the Commission to
modify the Postal Service 's determination by substituling its judgment for that of the
Postal Service. It remains the Postal Service’s responsibility to run their day-to-day
operations.
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Does the process for closing and relocating post offices need to be improved?

While I was not a member of the Commission at the time the Advisory Opinion on
the Postal Service's Retail Access Optimization Initiative (RAOI) was issued, I was active
in consideration of the AO during my time at the PRC and agreed with its findings.

As was pointed out, "The Commission was unanimous in expressing its concern
that the Postal Service s plan did not and could not, because of lack of data and analysis,
determine the facilities most likely to serve the greatest number, reduce the greatest costs,
or enhance the potential for growth or stability in the system. We agree that the Postal
Service access network should be right-sized but found that the RAOI was not the proper
approach to meet that goal.”

The subsequent POST PLAN adopted by the Postal Service is an improvement
over the original RAOI. Additionally, the Postal Service adopted a number of suggestions
from the commission Advisory Opinion on ways to improve the process for evaluating
whether to close retail facilities.

Do you believe the Postal Service should have additional flexibility to more quickly and
easily close post offices? If so, what impact do you believe this will have on the USPS’s
current retail network?

Their current authority does not allow the Postal Service to be arbitrary or
capricious, nor abuse their discretion. This allows the Postal Service flexibility in
managing their retail network while providing necessary safeguards.

Over the past few years, USPS has expanded its retail network to existing retail facilities,
such as Office Depot.

a. What is your view on USPS’s efforts to offer postal products and services at existing
retail facilities and other alternative retail locations?

The more presence the Postal Service has, the more opportunities it has for sale
of its products.

b. To what extent do you think the availability of postal services at alternative locations
should be a key factor when considering closing or consolidating traditional retail
facilities?

The availability of postal services at alternative locations is a necessity, but only
one factor when closing or consolidating traditional retail facilities.
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Are improvements needed to the PRC’s appeals process related to closing and
consolidating post offices? If yes, what specific changes do you believe are needed? If no,
please explain why you believe the current process is viable.

The PRC has already published revised regulations relating to the PRC appeals
process. They updated the procedures for the review of Postal Service determinations to
close or consolidate post offices. These new regulations allow anyone affected by closing
and consolidating post offices to appeal to the Commission.

IV, Relations with Congress

Do you agree without reservation to respond to any reasonable summons to appear and
testify before any duly constituted committee of the Congress if you are confirmed?

Yes.
Do you agree without reservation to reply to any reasonable request for information from
any duly constituted committee of the Congress if you are confirmed?
Yes.
V. Assistance

Are these answers your own? Have you consulted with the PRC or any interested parties?
If so, please indicate which entities.

These answers are my own. I have not consulted with the PRC or any interested
parties.

L Ton b H.“N‘1MON-I> , hereby state that I have read the foregoing Pre-hearing

Questions and that the information provided therein is, to the best of my knowledge, current,
accurate, and complete.

~Tony Humand,

(Signature)

+h
This_25 ~day of Segt,, 2013
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Post-Hearing Questions for the Record

Submitted to Mr. Tony Hammond

From Ranking Member Tom A. Coburn

Nomination, Commissioner, Postal Regulatory Co ission

October 2, 2013

1. The Postal Service filed documents for an exigent price increase it deems necessary.
There is the possibility your nominations could lapse while this case is being reviewed by
the PRC. Could you explain what a lapse would mean practically in terms of your
invoivement in the case should your nomination(s) lapse? The Commission would have
a quorum without you on the occasion your nomination lapses, and would retain the
same political balance. What makes your near-term confirmation essential?

Should my current appointment to the Commission end before my re-appointment is completed,
I would obviously not be voting on any Order issued during that time period even though cases would be
decided that | had been actively involved in. The day the President signs my re-appointment, following
the advice and consent of the Senate, | would resume voting on all issues before the Commission. This
would include the Exigency Case (Docket # 2013-11). It would also entail the Market Dominant Price
Adjustment Case (Docket # 2013-10) the Postal Service filed concomitantly that the Commissioners are
considering under our 45 day review.

The Commission also has several open dockets that ! began work on as soon as they were filed.
As a full-time Postal Regulatory Commissioner, | am currently involved in all cases and proceedings
before the Commission,

Chief among the pending Rulemakings, | am working with my colleagues to finalize reform of
the procedures for the issuance of Advisory Opinions to speed up the review process, which has been a
major congressional concern. Six other active Rulemakings are in progress, including rules for market
tests of experimental products to provide the Postal Service more flexibility.

The Commission alsa has eleven active cases involving Competitive Prices and Negotiated Service
Agreements which Commissioners must finalize in the next few weeks. We also have one new
Competitive Product Price Request, two Post Office closing appeals and one major Complaint Case to rule
on.
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For the immediate future, because of the partial federal government shutdown, the full
Commission may receive motions requesting procedural relief in any of these cases. Each Commissioner
will have to separately consider any motions filed on any active docket, including the exigency case and
the price adjustment case, before votes can be taken on procedural relief.  No one can predict what
additional actions may be filed with the Commission due to the shutdown.

All of these activities are occurring in relation to the continuing requirements of the Commission
under the law.

We are currently working on the PRC’s FY2013 Annual Report to the President and the Congress
which we will have completed for submission this December. By the end of this calendar year, the PRC
will also receive the Annual Compliance Report from the Postal Service. This begins the Commission’s
work on the comprehensive ACD {Annual Compliance Determination) that we must provide under the
PAEA which reports on Postal Service financial transparency and compliance with pricing and service
performance standards, This is in addition to the continuing dockets of which, as example of our
workload, there were a total of 343 discussed in the Commission’s 2012 Fiscal Year Annual Report.

I would leave to others the discussion of political balance. My term ends on October 14, 2013.
The next term ending is Commissioner Langley’s on November 22, 2013. The law as passed by the
Congress provides that there will be five Commissioners, with no more than three from one political
party.

With the U. S. Postal Service in financial crisis, o full-time functioning Commission with the
statutorily-mandated five Commissioners is to the benefit of all stakeholders. Each Commissioner brings
to the role a unique background and expertise. Issues brought before the Commission are often complex
matters. | know personally that having the benefit of the greater perspective of a full complement of
Commissioners better ensures a fair and thorough review.

Finally, with regard to the issue of a Commission quorum, an unanticipated absence of one of the
current Commissioners would result in less than a quorum if there were only three sitting members. If
such a circumstance occurred, the Commission would be unable to issue a timely decision on the Postal
Service’s Exigent Rate Request or any other case.
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Senator Mark Begich
Additional Questions for the Record
Nomination of Tony Hammond to be Commissioner for the Postal Regulatory Commission
October 2, 2013

L. What role do you see for the Bypass Mail program in providing rural Alaskans
with universal service?
The Bypass Mail program is part of the Postal Services' Universal Service Obligation
(USO). The Postal Regulatory Commission includes the Alaska Air Subsidy in reporting
the estimated costs to the Postal Service for providing universal service in the PRC’s
Annual Report to the President and Congress.

2. Are you supportive of the Bypass Mail program?

1 support the USO. As long as the Congress has made the determination to continue the
USO, there should be a Bypass Mail program.

3. What if any changes do you think should be made to the Bypass Mail program?

1 have no specific changes to recommend,
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Statement of Nanci E. Langley
Nomination Hearing to be a Commissioner
Postal Regulatory Commission
U.S. Senate Committee on Homeland Security
and Governmental Affairs

October 2, 2013

Mr. Chairman, Dr. Coburn, distinguished members of the Committee; | appreciate having the
opportunity to appear before you today, and | thank you for considering my re-nomination to
the Postal Regulatory Commission

I am honored to be nominated by President Obama to a second term as a Commissioner, and |
thank him for the trust he has placed in me.

This past February, | marked my 30" year of federal service. For 24 of those years, | had the
privilege of serving as a senior legislative and policy advisor to two United States Senators from
Hawaii. 1 was honored to advise Senator Dan Akaka on issues that came before this very
Committee for over 15 years, 9 of which was as his deputy staff director on the federal
workforce and government management subcommittee. As you know, he was active in the
development and passage of the Postal Accountability and Enhancement Act, especially in the
area of financial transparency and accountability. Although Senator Akaka has retired to Hawaii
and his beloved family, | greatly appreciate his support for my initial nomination as well as my
re-nomination. | want to thank him for that unwavering support.

Having grown up in Hawaii, | understand the unique challenges faced by individuals who reside
or do business in rural, remote or noncontiguous areas of the United States. Their dependence
on the US Mail many times is greater than those who reside in urban or suburban areas. But
just as | appreciate those challenges, 1 also appreciate the challenges facing the Postal Service
as it faces declining mail volumes and electronic diversion of mail. | am pleased Congress and
this Committee are working to address the issues discussed in the past two weeks of postal
hearings.

A vital U.S. postal system is a cornerstone of our national econemy, which depends on a healthy
postal service to spur economic growth - foster America’s entrepreneurial spirit and link family
and friends across thousands of miles. Even though we communicate in ways unimagined by
our Founding Fathers, hard copy mail, including packages, continue to bind the nation together
through universal and affordable service.
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After working on the PAEA, and now implementing its provisions, | have a deeper appreciation
of the importance of an independent regulator. The need for clear, well-reasoned and
unbiased reviews of Postal Service initiatives and its financial condition are especially important
to ensure a balance between the flexibilities given to the Postal Service with the accountability
and transparency provided by the Commission as envisioned by the PAEA. As a Commissioner, |
strive to provide fair, reasoned and expeditious review of all matters that come before me, and
I will continue to work toward streamlining our review processes while ensuring due process.

Thank you Chairman Carper, Dr. Coburn and members of the Committee. 1 also wish to thank
your staff for assisting me through the nomination process, especially John Kilvington, Katie
Bailey, Kata Sybenga, Joe Moeller and Deirdre Armstrong. And, | thank our Commission staff
for their professionalism, expert advice and commitment.

Mr. Chairman, this concludes my statement, and | am happy to answer any questions the
Commitiee may have of me.



64

HSGAC BIOGRAPHICAL QUESTIONS FOR
EXECUTIVE NOMINEES

1. Basic Biographical Information

Please provide the following information.

Commissioner, Postal Regulatory Commvission

April 25, 2013
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Langley
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1948 San Francisco, California
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Joshua Dylan Savit
2. Education
List all post fary schools attended
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3. Emplovment

{A) List all of your employment activities, including unemployment and seif-employment,
if the empleyment activity was military duty, list separate employnrent activity periods to
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show cach change of military duty station. De not list employment before your 18th
birthday unless to provide a minimum of two years of employment history.

USPHS Commissionsd Comg,
Otlser Federal smplovment, 000
State Gevernment (Non- = ]
- Federal Binploymenty Sell - {runtivye
Hplavii mloyment “gcheek bowif
e, B esthinatey
mplopmisit . 5
Calbelplient), | enplavedy:
Gther . L : : b Sl
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Federal employment Postal Director, Public | Washington, | 042007 #w | 06/2008 &
Ragulatory Affairg and 28 “ “
Commission Government
Relations
Federal employment .S, Senate/ Deputy Staff Washington, | 0311999 ®x | 032007 Bat
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(B) List any advisory, consultative, honorary or other part-time service or positions with
federal, state, or local governvitents, ntot listed elsewhere.
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Ext Est Preseat

4. Potential Conflict of Interest

{A} Describe any business relationship, dealing or financial transaction which you have had
during the ast 10 years, whether for yourself, on behalf of a client, or acting as an agent,
that could in any way constitute or result in a possible conflict of interest in the position to
which you have been nominated.

None

{B) Describe any activity during the past 10 years in which you have engaged for the
purpose of directly or indirectly influencing the passage, defeat or modification of any
legislation or affecting the administration or exceution of law or public policy, other than
while in a federal government capacity.

None
5. Honors and Awards

List alt scholarships, fellowships, honorary degrees, civilian service citations, military
medals, academic or professional honors, honorary society memberships and any other
special recognition for outstanding service or achievement.

Special Recognition, Office of Personnel Management
20-year Service Recognition Award, United States Senate
Special Recognition Award, National Association of Postal Supervisors

6. Memberships

List alt memberships that you have held in professional, social, business, fraternal,
scholarly, civie, or charitable organizations in the last 10 years.

Unless relevant to your nomination, you de NOT need to include memberships in
charitable organizations available to the public as a result of a tax deductible donation of
$1,000 or less, Parent-Teacher Associations or other organizations connected to schools
attended by your children, athletic clubs or teams, automobile support organizations (such
as AAA), discounts clubs (such as Groupon or Sam’s Club), or affinity
memberships/consumer elubs {such as frequent flyer memberships).
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National Academy of Public zo§9~p?e§ent
Administration

National Academy of Public Q12012 - 03{2013 Member of Finance Committes
Adpmiinistration {inactive pofaotrozamns)
Womernin Logistics Delivery 20082012 Membar

Antiguarian Bookseller Association | 19833004
of America

Associate Member

7. Politieal Activity

{A) Have you ever been a candidate for-or been elected or appointed to a political office?

No
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{B) List any offices held in or services rendered to a political party or election committee
during the last ten vears that you have not listed elsewhere.

Name ol Pariv/Election Mg tres i - : e 5 Qageg af
Committse N ‘ Bespousibilities g
Fairfax County Unpald volunteer Polt Watcher 12008

Demaocratic Party

{C) Hemize all individual political contributions of 5200 or more that you have made in the
past five years to any individual, campaign organization, political party, political action
committee; or similar entity. Please list each individual contribution and net the total
amount contributed to the person oy entity during the year.

‘ ; o Awigugt
Obama for America 51,350 2012
Obama for America $1,000 201
Obama for America 32150 2008
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8. Publications and Speeches

{A) List the titles, publishers and dates of baoks, articles, reports or other published
materials that you have written, including articles published on the Internet. Please provide
the Committee with copies of ali Histed publications, In liew of hard copies, electronic copies
can he provided via e-mail or other digital format.

wrote four articies in 1980-81 as a free-lance writer for The Christian Science Monitor on the
following assigned topics: Teenage Alcohol Abuse, Intern COpportunities, Traveling with
Children, and Energy Conservation Tips. | do not have coples of these articles.

Tige

Dufefsyof Publication
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Informal remarks updating Executive Board of the National o2fz011
Commission activities Postal Policy Councll
Informal remarks updating Executive Board and officers of the | o3f2010
Comnission activities . National Association of
Postmasters of the United States
Iinformal remarks providing an Regulatory Forum sponsored by 052008
overview of the Commission Rutgers University, Center on
Regulated Industries, attended by
regulatory economists and
analysts
informal remarks updating American Catalog Mailers 05/2009
Commission activities Association
informal remarks updating Executive Board of the Direct 04/2009
Commission activities; Presented Marketing Association
with former Commission Chairman
Blair
informal remarks providing an An audience of postmasters, postal | 01/2009
overview of Commission activities | supervisors, invited guests and
Members of the CA congressional
delegation, sponsored by the CA
Postal Coalition [CA chapter of the
National Association of
. Postmasters]. ‘
Informal remarks on Commission Continuity Shippers Association ogfz008
activities
informat question and answer National Association of Postrnasters | 08/2008
session on the role of the of the United States before an
Commission audience of active and retired
postmasters and other US Postal
Service officers and employees,
Informal remarks on Commission Continuity Shippers Association ogf2007
activities {Presented while the
Director of PAGR)

Informal Rernarks - Senate: As deputy staff director of the Senate Subcommittee on the
Oversight of Government Management, the Federal Workforce and the District of Columbia,
was invited to speak at forums and legislative meetings to convey Chairman/Ranking
Member Akaka’s views and to address activities on issues related to the US Postal Service,
the federal workforce and government management. Please see attachment for a listing of
these informal remarks. ’

11
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9, Criminal Historv

Since (and including) your 18" birthday, has any of the following happened?

tave you been issued a summons, citation. or ticket to appear in court in a criminai proceeding against you?
{Exclude citations involving traffic infractions where the fine was less than $300 and did not include alcoho! or
drugs.)

No
Have you been arrested by any police officer, sheriff, marshal or any other type of law enforcement official?
No
Have you been charged, convicted, or sentenced of a crime in any count?
No
Have you been or are you currently on probation or parole?
No
Are you currently on trial or awaiting a trial on criminal charges?
No

To your knowledge. have you ever been the subject or target of a federal, state or local criminal investigation?

No

If the answer to any of the questions above is yes, please answer the questions below for
each eriminal event (citation, arrest, investigation, etc.). If the event was an investigation,
where the question below asks for information about the offense, please offer information
about the offensc under investigation (if known).

A)

B}

<

D

g

E)

Date of offense:
a. s this an estimate {Yes/No):

Description of the specific nature of the offense:

Did the offense involve any of the following?
1} Domestic violence or a crime of violence (such as battery or assault) against your child, dependent,
cohabitant, spouse. former spouse, or someone with whom you share a child in common: Yes/No
2} Firearms or explosives: Yes/ No
3) Alcohol or drugs: Yes/No

Location where the offense oceurred {eity, county, state, zip code, country):

Were you arrested, summoned, cited or did you receive a ticket to appear as a result of this offense by any
police officer. sheriff, marshal or any other type of law enforcement official: Yes / No

1} Name of the law enforcement agency that arrested/cited/summoned you:

2} Location of the law enforcement agency (city, county, state, zip cade. country):

12
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F)  As aresult of this offense were you charged, convicted, currently awaiting trial, and/or ordered to appear in
court in a criminal proceeding against you: Yes/ No

1) If yes, provide the name of the court and the location of the court (city, county, state. zip code,
country):

2} Ifyes, provide all the charges brought agaiast you for this offense, and the outcome of each charged
offense (such as found guilty, found not-guilty, charge dropped or “nolle pros,” etc). I you were found
guilty of or pleaded guilty to a lesser offense, list separately both the original charge and the lesser
offense:

3} if no, provide explanation:
G) Were you sentenced as a resalt of this offense: Yes/ No
H) Provide a description of the sentence:
I} Were you sentenced to imprisonment for a term exceeding one year: Yes/ No
1} Were you incarcerated as a result of that sentence for not less than one year: Yes / No
K} Ifthe conviction resulted in imprisonment, provide the dates that you actually were incarcerated:

LY Ifconviction resulted in probation or parole, provide the dates of probation or parole:

M) Are you currently on trial, awaiting a trial, or awaiting sentencing on criminal charges for this offense: Yes/
No

N) Provide explanation:

13
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18. Civil Litigation and Administrative or Legislative Procecdings

{A}Since {and including) your 18¢k birthday, have you been a party to any public record
civil-court action or administrative or legisiative proceeding of any kind that resulied in (1)
a finding of wrongdoing agaiust you, or {2} a scttlement agreement for you, or seme ofher
person or enfity, to make a payment 1o settle allegations against you, or for you to take, or
refrain from taking, some action. Do NOT include small claims proceedings,

No

{(B) In addition to those listed above, have you or any business of which you were an officer,
dircetor or owner ever been involved as a party of interest in any administrative agency
proceeding or civil litigation? Please identify and provide details for any proceedings or
civil litigation that involve actions faken or omitted by you, or alleged to have been taken or
omitted by you, while serving in vour official capacity.

No

14
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{C) For respounses to the previous question, please identify and provide details for any
proceedings or ¢ivil litigation that involve actions taken or omitted by vou, or alleged to
hiave been taken or omitted by you, while serving i vour official capacity.

N/A
11. Breach of Professional Ethics

{A) Have you ever been disciplined or cited for a breach of ethics or unproféssional conduet
by, or been the subject of a-complaint to, any court, administrative agency, professional
association, disciplinary committee, or other professional group? Exclude cases and
proceedings already listed,

(B) Have you ever been fired from a job, quit a job after being told you would be fired, left
a job by mutual agreement following charges or allegations of misconduet, left a job by
mutual agreement following notice of unsatisfactory perforntance, or received a written
warning, been officially reprimanded, suspended, or disciplined for misconduct in the
workplace, such as violation of a security policy?

No

15
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12. Tax Compliance

BEDACTED
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13. Lobbyving

In the past ten years, have you registered as a lobbyist? If so, please indicate the state,
federal, or local bodies with which you have registered (e.g., House, Senate, California
Secretary of State).

No

17
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4. Qutside Positions

¥ See OGE Form 278, (1f, for your nomination, you have completed an OGE Form 278
Executive Branch Personnel Public Financial Disclosure Report, you may check the box here to
complete this section and then proceed to the next section.)

For the preceding ten calendar years and the curvent ealendar year, report any positions
held, whether compensated or not. Positions include but are nof limited to those of an
officer, director, trustee, general partner, proprietor, repreésentative, employee, or
consultant of any corporation, firm, partnership, or other business euterprise or any non-
profit organization or educational institution. Exclude positions with religious, social,
fraternal, or political entities und those solely of an honorary nature.

i3, Agreements or Arrangements

¥ See OGE Form 278. (If, for your nomination, you have completed an OGE Form 278
Executive Branch Personnel Public Financial Disclosure Report, you may check the box here to
complete this ssction and then proceed to the next section.}

As of the date of filing your OGE Form 278, report vour agreevaents or arrangements for:
(1) continuing participation in aw employee benefit plan (c.g. pension, 401k, deferred

18




80

compensation); (2) continuation of payment by 8 former employer (including severance
payments); (3) leaves of absence; and (4) future employment.

Provide information regarding any agreements or arrangements yvou have convcerning (1)
future employment; (2) a leave of absence during your périod of Government service; (3)
continuation of payments by a former employer other than the United States Government;
and (4) continuing participation in an employee welfare or benefit plan maintained by a
former emplover other than United States Government retirement benefits,

Eartisy Gromtiyens)

16. Additional Financial Data
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ANTES 1)
%’g Uniged States N
"2 Office of Government Ethics
#8 1201 New York Avenue, NW., Suite 500
S Washington, DC 20005-3917

MAY 10 2013

The Honorable Thomas R. Carper

Chairman

Committee on Homeland Security
and Governmental Affairs

United States Senate

Washington, DC 20510

Dear My. Chairman:

In accordance with the Ethics in Government Act of 1978, Ienclose a copy of the
financial disclosure report filed by Nanci E. Langley, who has been nominated by President
Obama for the position of Commissioner, Postal Regulatory Commission,

We have reviewed the report and have obtained advice from the agency concerning any
possible conflict in light of its functions and the nominee’s proposed duties. Also enclosed is an
ethics agreement outlining the actions that the nominee will undertake to avoid conflicts of
interest. lnless a date for compliance is indicated in the ethics agreement, the nominee must
fully compty within three months of confirmation with any action specified in the ethics
agreement.

Based thereon, we believe that this nominee is in compliance with applicable laws and
regulations governing conflicts of interest,

Don W. Fox
Principal Deputy Director

Enclosures REDACTED

LR 6
Aagusr B2
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NANC! E, LANGLEY
COMMISSIONER

April 10, 2013

Stephen Sharfman

Designated Agency Ethics Official
Postal Regulatory Commission

901 New York Avenue, NW, Suite 200
Washington, DC 20268

Dsar Mr. Sharfman,

The purpose of this letter is to describe the steps that | will take to avoid any actual or
apparent conflict of interest in the event that | am confirmed for the position of
Commissioner, Postal Regulatory Commission.

As required by 18 U,S.C, § 208(a), | will not participate personally and substantially in
any particular matter that has a direct and predictable effect on my financial interests or
those of ahy person whose interests are imputed to me, unless | first obtain a written
waiver, pursuant to 18 U.S.C. § 208(b}(1), or qualify for a regulatory exemption pursuant
to § 208(b)}(2). | understand that the interests of the following persons are imputed to
me: any spouse or minor chiid of mine; any general partner of a parinership in which |
am a limited or general partner; any organization in which | serve as officer, director,
_trustee, general pariner or employee; and any person or organization with which | am
negotiating or have an arrangement concerning prospective employment.

} will retain, in name only, my position as a Fellow in the National Academy of Public
Administration. | will not participate personally and substantially in any particular matter
involving specific parties in which the National Academy of Public Administration is a
party or represents a party, unless | am first authorized to participate, pursuant to

5 C.F.R. § 2635.502(d).

| understand that as an appointee | must continue to abide by the Ethics Pledge (Exec.
Order No. 13480} that | previously signed and that | will be bound by the requirements
and restrictions therein in addition to the commitments | have made in this and any
other ethics agreement.

901 Now York Avenus NW, Sulte 200 | Washington, DC 20288-000t | Phone: (202) 780-88%3 Fax: [202) 780-6883 | WWWFEgoY
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I have been advised that this ethics agreement will be posted publicly,-consistent with 5
U.8.C. § 552, on the website of the U.8. Office of Government Ethics with other sthics
agreements of Presidentlal nominees who file public financial disclosure reporis.

SirZii:u
Sl LA
Nanei E, Langley MA/Z
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U.S. Senate Committee on Homeland Security and Governmental Affairs
Pre-Hearing Questionnaire for the
Nomination Nanci E. Langley to be Commissioner, Postal Regulatory Commission

1. Nomination Process and Conflicts of Interest

1. Why do you believe the President re-nominated you to serve as a Commissioner of the Postal
Regulatory Commission (“PRC” or “the Commission™)?

1 am honored to be nominated by President Barack Obama to a second term as a Commissioner of the
PRC and believe my 30 years of experience in regulatory, policy and legislative matters related to the
U.S. Postal Service and government management is the basis of my re-nomination. Prior to my
appointment in 2008, as a Commissioner on the Postal Regulatory Commission, I served as a senior
officer at the Commission having established and directed the PRC’s first public affairs and
government relations office.

Previously, I served for 24 years as a senior U.S. Senate legislative and policy advisor on issues
related primarily to the Postal Service, government management, and the federal workforce. | am an
elected Fellow of the National Academy of Public Administration. 1 have postal-specific expertise,
professional standing, and in-depth public administration/management knowledge and skills that meet
the requirements of 39 U.S.C. §502(a).

2. Were any conditions, expressed or implied, attached to your nomination?
No.

3. What specific background and experience affirmatively qualifies you to be a Commissioner of
the PRC?

I have been a Commissioner and PRC executive at a critical time, and | have been involved in leading
the PRC as it transitioned from postal rate making to impartially and independently regulating the
Postal Service. Specifically I have participated in all Commission cases and matters, Examples
include issuing five advisory opinions related to nationwide changes in postal services, reviewing
multiple annual rate adjustments of general applicability and an exigent rate increase request,
implementing rules for a modern system of ratemaking under an inflation-based price cap, and
statutorily-required reports to Congress, I have been elected twice by my fellow Commissioners to
the position of Vice Chairman and served as presiding officer in directing the Commission’s efforts to
issue an advisory opinion in 90 days on the Post Office Structure Plan {(POStPlan).

As 2 senior legislative and policy advisor in the U.S. Senate, I served for 9 years as deputy staff
director on subcommittees of the Senate Committee on Homeland Security and Governmental Affairs
and its predecessor Committee on Governmental Affairs. Prior to that Twas senior legislative
assistant covering postal, among other issues, for Senators Daniel K. Akaka and Spark M. Matsunaga.
I have substantive experience in regulation, legislative policy and public administration and a strong
working knowledge of the laws and regulations affecting the Postal Service, as well as significant
institutional background in postal and large-scale government reorganization.

Senate Committee on Homeland Secarity and Governmental 4ffairs Page 1 0f 22
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Have you made any commitments with respect to the policies and prianciples you will attempt to
implement as a Commissioner of the PRC? If so, what are they and to whom have the
commitments been made?

No.

If confirmed, are there any issues from which you may have to recuse or disqualify yourself
because of a conflict of interest or the appearance of a conflict of interest? If so, please explain
what procedures you will use to carry out such a recusal or disqualification.

No,

L. Role of the Postal Regulatory Commission and its Commissioners

‘What is your view of the role of a Commissioner of the PRC? How has this view changed over
the course of your tenure as a Commissioner?

The primary role of a Commissioner is to carry out the responsibilities invested in the Commission by
Congress through the Postal Accountability and Enhancement Act (PAEA}, and other applicable laws
and regulations. As a Commissioner, I support the overali effort to keep Congress informed of
relevant developments and endeavor to reach fair and well-reasoned decisions that support prompt
completion of Commission work. If re-confirmed, I will continue to approach this responsibility in a
balanced and unbiased manner. Adherence to the law is a duty | take seriously.

In your view, what are the major internal and external challenges facing the FRC, and how
have they evolved since you were appointed to the PRC?

Initially, an internal challenge was the need to promulgate regulations with time-sensitive, statutory
deadlines and create a regulatory climate that recognizes the flexibility accorded to the Postal Service
in the offering and pricing of its products. The Commission had limited staff that was required to
transition from cost-of-gervice ratemaking to a system that balanced rate making flexibility for the
Postal Service with Commission regulatory oversight. The Commission has increased staff — hired
individuals with needed expertise — and generally meets its deadlines. Currently the Commission
faces internal challenges of managing a diverse workload with limited resources. For example, as the
Postal Service seeks new revenues and competes in new markets, the Commission would benefit from
developing further expertise in competition law and economic theory.

Externally, there is a need to respond to the challenges facing the Postal Service by diversion of hard
copy mail and market changes that are shaping the role of the Postal Service in our society.
Transparency and accountability of postal finances and operations have become ali the more
important given the Postal Service’s financial condition and its rapidly changing business
environment. Ensuring a high degree of transparency benefits ail users of the mail because it is the
rate payer who funds the Postal Service. The PRC should continue to meet the external challenges by
ensuring public input and working cooperatively within the law with the Postal Service.

How have you addressed the challenges facing the PRC during your term as Commissioner?

Senate Committee on Homelund Security and Governmental Afftirs Page2 of 22
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In my role as presiding officer directing the Commission’s efforts in reviewing the Postal Service’s
proposal and crafting an advisory opinion on the POStPlan, I marshaled limited resources and
managed the process to ensure a timely advisory opinion was issued 90 days after the Postal Service
requested review. [ have been fully supportive of the Commission reforming its rules, particularly
those governing the advisory opinion process to ensure timely and relevant Commission opinions.
During my tenure as Commissioner, I have worked with Commission staff to ensure consistent legal
and economic analysis that provides for timely, impartial, and informed decision-making in addition
to promoting collegiality among Commissioners.

9. What do you think is the PRC’s most important role now and going forward given the changing
nature of communication and ce?

The Commission must ensure the completeness, accuracy and clarity of information provided by the
Postal Service in its Annual Compliance Report, which is the basis for the Commission’s Annual
Compliance Determination (ACD ~ 39 U.S.C. § 3653) review, and for all rate, classification, exigent,
and advisory opinion requests to be completed in a timely and unbiased manner, thus promoting the
flexibility given to the Postal Service to respond to its constantly changing business environment.

10, What do you believe have been your principal accomplishments during your tenure at the
PRC? What contributions do you hope to make if confirmed for a second term?

1 participate in all Commission activities. My reasoned, unbiased and pragmatic viewpoint has been
exhibited as the presiding officer for the POStPlan advisory opinion, and as the team leader for the
“Section 701 Report” that was submitted to Congress, the Administration and the Postal Service four
months ahead of schedule. If re-confirmed, I would continue to be an active participant in all
Commission activities and look forward to reforming Commission processes to increase efficiency
and timeliness in PRC proceedings.

11. If confirmed, how would you coordinate and communicate with PRC staff to accomplish the
PRC’s goals?

1 am privileged to have served the Commission both as a Commissioner and as a member of the staff
and enjoy professional and personal friendships, which will continue if I am confirmed for a second
term. 1 foster these relationships through regular meetings with my fellow Commissioners, PRC
office heads and staff, all of whom know that | am always accessible. I am an active participant in
our quarterly strategic planning sessions, which bring together office heads and Commissioners to
analyze the effectiveness of current strategic goals and map out future goals.

12, What do you believe should be the PRC’s top three priorities over your six-year term?
My top three priorities will be to strengthen relations with Congress to ensure timely and responsive
answers to questions and concerns about the Commission’s activities; to carry out the Commission’s
regulatory responsibilities in a fair, unbiased and expeditious manner; and to ensure that regulations,
as written and implemented, are consistent with the law,

13. How do you believe the PRC could improve the management and timeliness of its docket while

Senate Committee on Homeland Security and Governmental Affairs Page 3 of 22
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also maintaining or improving the quality of decision-making?

[ understand that to be relevant, the Commission must issue its opinions within expected timeframes.
Positive steps are being taken to improve the timeliness of dockets through final or proposed
rulemakings that, as examples, establish rules for experimental products, streamline consideration of
Postal Service requests for advisory opinions, modernize post office appeal rules, and promulgate
rules to consider complaints of Postal Service anticompetitive behavior. Commission opinions must
be issued in a timely fashion after fair and unbiased reviews that include opportunities for public
comment. The Commission’s “Section 701 Report” recommended a 90-day review of advisory
opinions, and the Commission has proposed rules out for public comment that streamline the
consideration of such cases. )

14. Should the general management of the Commission be more or less vested in the Chair?

Under existing law, it is a President’s prerogative to designate the Chairman, thereby conferring
executive, administrative and budget authority with that person. 1 have worked with a number of
PRC chairmen and commissioners in my role as Commissioner and as PRC and Senate staff, and I
understand that each has his or her own management style. A responsible and effective Chairman
works with his or her colleagues to ensure, when possible, that divergent views are accommodated in
a collegial manner.

15. The PRC listed human capital management as a key strategic goal in its Strategic and
Operational Plan. What role have you played, as a Commissioner, in helping recruit and retain
a talented and skilled workforce?

Recruiting, retaining and motivating a workforce are critical elements for any organization. The
Commission’s staff is composed of highly professional individuals, who have appropriate legal or
analytical skills. 1have actively participated in the development of the Strategic and Operational
Plans since I arrived at the Commission in 2007 and will continue to stress hunan capital
management as a strategic and operational goal. Because of my background as a legislative and
policy advisor and manager in the Senate who worked on human capital issues for 24 years, I do not
hesitate to offer my opinions on draft personnel policies and have recommended specific changes that
have been adopted. [ want to make sure the Commission has a strong program to recruit and develop
younger staff that is eritical to succession planning in the Commission. 1am pleased to serve as a
mentor to these individuals,

16. As a Commissioner, do you believe that refention incentives are a necessary tool in recruiting
and retaining an effective workforce? Should retention incentives be a first or last resort?

Retention incentives are designed to allow an agency to retain individuals whose expertise is unique
or who cannot be replaced or if the agency is facing a special need. In all cases, however, retention
incentives should be used judiciously. While there may be individual circumstances that dictate the
need for a retention bonus, there should be a legitimate reason for offering an employee a retention
incentive, and it must be accompanied by a written setvice agreement as prescribed by title 5.

17. What should you and your fellow Commissioners do te help ensure that the Office of Inspector
General established ander the Postal Accountability and Enhancement Act (PAEA) functions
independently and effectively?

Senate Committee on Homelond Security and Governmertal Affairs Page 4 of 22
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1 support the Inspector General's independence and take his findings seriously. I would object to
attempts to impede the function of that office and respect the Inspector General's right and
respansibility to investigate allegations of internal waste, fraud, abuse and whistleblower violations,
or other employee rights violations.

18. How do you believe your prior experience would help inform and guide your decisions as a
Commissioner of the PRC for a second term?

As a Commissioner since 2008, and previously as director of the Commission’s Public Affairs and
Government Relations Office, | have experience implementing the PAEA, which I helped develop
and enact, as a senior staff member of this Committee, Because of these cumulative experiences, [
am able to assess the different options available to the Commission as it carries out its
responsibilities. Through my current and past positions, I understand how to incorporate varying
views in a collegial, consultative and unbiased manner.

19. The PRC is an independent agency. How do you understand that obligation of independence?
How does such independence affect your approach to the evaluation and decision of cases?

The Commission, as a body, is independent, both from the Postal Service, which it regulates, and the
mailing public, who are impacted by the Postal Service and PRC’s actions. The Commission must
remain independent of those forces to provide fair and responsible oversight of a government
cstablishment that is tasked with competing in commercial markets while also offering certain
monopoly or market dominant products. My responsibility is to administer the law as enacted by
Congress and interpreted by the Courts.

In addition, afthough our decisions are issued jointly, each Commissioner is, in effect, a separate
office. 1 independently analyze all matters that come before the Commission to arrive at my opinion.
Should 1 chose to offer a separate concurrent opinion to an underlying opinion, or dissent on an
opinion, T ensure that such opinions are germane to the order and specific to the topic under
consideration.

26, How can PRC effectively and efficiently fulfill the statutory mandate for PRC to provide its

13 1 teil i F

views to the State Department regarding inter i arrang

Under 39 U.S.C. 407(c){1), the Secretary of State (State) requests from the Commission its views on
whether any treaty, convention or amendment establishing a rate or classification is consistent with
the standards and criteria established by the Commission under section 3622. To fulfill this
requirement, the Commission reviews all international postal rates, Proposals may be presented in
advance of, or during, the Universal Postal Union (UPU) Congress, UPU Postal Operations Council
meetings or the Council of Administration. In addition, if requested, the Commission provides its
expertise and assistance to State before, during and after the UPU Congress and meetings.

To ensure timely responses to State, the Commission is developing internal procedures for the

expeditious review of all international proposals requiring a Commission determination of
compliance with section 3622.

Senate Committee on Homeland Security and Governmental Affairs Page § of 22
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21. According to documents provided to this Committee, in calendar years 2012 and 2013 you have
not traveled, or do not have future plans to travel this calendar year. Do you believe you can
effectively carry out the duties of your job without traveling?

I do not have future travel plans this calendar year. Generally, 1 can effectively carry out my
responsibilities without traveling, but understand that there may be times when the responsibilities of
my office could necessitate travel.

1. Policy Questions
Postal Reform Generally

22. The U.5. Postal Service (or “USPS”, or the “Service™) continues to experience volume and
revenue losses. The Postal Service ended Fiscal Year (FY) 2012 with a net loss of $15.9 billion
and has recorded a $3.9 billion loss in the first three quarters of FY 2013. In recent years the
USPS has been unable to make its approximately $5.5 billion annual retiree health benefits pre-
funding payments required under the Postal Accountability and Enhancement Act of 2006
(PAEA) (P.L. 109-435).

a. In your view, what is the PRC’s role in overseeing USPS’s efforts to improve its financial
condition and exercising its flexibility to inerease postal revenue and cut costs, while also
meeting its universal service obligations and other statutory requirements?

The Commission’s role in overseeing the Service’s efforts to improve its financial condition and
meet its legal obligations includes an independent, timely review of pricing and classification
requests so that the Service can use its flexibility to operate more efficiently and to maximize
revenue. This is especially true in the areas of the introduction of new products, promotional
pricing incentives, use of negotiated service agreements and market tests. Timely review in these
areas allows the Postal Service to quickly exercise its flexibility.

Issuing useable analysis of postal finances, operations and service performance through the ACD
process and through general dockets fosters the transparency and accountability required by law
and better positions the Postal Service and its customers to respond to the changing postal
environment.

b. How does this differ from the role of the Postal Board of Governors or the role of Congress?

As an independent regulatory bady, the Commission’s statutory responsibilities are varied, but
include providing expert independent review of postal finances, operations and performance as
dictated by the PAEA. The Board, while also nominated and confirmed by the U.S. Senate, has a
fiduciary responsibility to the Postal Service, as well as sole oversight responsibility for its
operational and mapagement decisions, including the appointment of the Postmaster General,
Deputy Postmaster General, Inspector General and other members of the Postal Service
leadership team. Congress establishes overall, national postal policy.

23. In the PRC’s Annual Compliance Determination Report for FY 2010, the Commission stated
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that while the Postal Service's reduction of work hours and other actions have reduced costs,
“they will not provide the $4 billion-$5 billion in annual cost savings necessary to bring the
Postal Service long term financial solvency and stability.”

a. What additional steps do you believe the Postal Servive should take that do not require
Congressional action to improve its financial condition?

In addition to significantly reducing its workforce, cutting operating costs and realigning carrier
routes, the Service is currently consolidating its mail processing network, which it states will save
$1.6 billion annually when that process is completed in 2014. The Postal Service has also
implemented the POStPlan, which is aligning retail hours with workload at approximately 13,000
small post offices. Through the greater use of automated postal centers (APCs) and other
alternatives to postal-run retail facilities as well as enhancing online postal products, the Postal
Service is increasing access for customers, thereby generating additional income. The Postal
Service is continuing to pursue short-term pricing incentives, introducing longer-term
experimental products that may become permanent products and entering into negotiated service
agreements and mailer-specific contracts.

The Commission’s FY 2012 ACD found that $2.4 billion out of the $15.9 billion loss incurred by
the Postal Service was under direct control of the Service. The Commission advised that the
Postal Service could increase revenue by better aligning its pricing decisions with costs to
increase efficiencies and drive out additional costs. For example, the Postal Service should use
its pricing flexibility to realign rates for Periodical Mail. The Commission noted that Periodical
Mail worksharing pricing incentives date back to 2007, and updating these incentives should
improve finances.

b. What legislative changes do you believe Congress should consider to help improve the
Postal Service’s financial condition?

S. 1486, the Postal Reform Act of 2013, includes provisions that restructures the current statutory
retiree health care pre-funding obligation with a more achievable 40-year amortization schedule;
requires the Office of Personnel Management to use Postal Service-specific data when calculating
payments to the Federal Employees Retirement System and the Civil Service Retirement System;
and allows the Postal Service to offer services on behalf of federal, state or local government
agencies and offer other non-postal services. The Commission has repeatedly noted that the pre-
funding requirement has been a significant deterrent to the financial health of the Postal Service.

24. What role, if any, should the PRC have in the Postal Service’s operational decisions?

Congress gave the Postal Service flexibility to operate in a more business-like fashion with specific,
limited regulatory oversight to ensure its actions do not violate certain provisions of the law. The
Commission’s role, with regard to Postal Service operational decisions primarily focuses on (1)
reviewing appeals of decisions to close post offices under 39 U.S.C. § 404(d); (2) review of Postal
Service requests under Section 3661 for advisory opinions and (3) review of service performance as
part of the ACD. In addition, the Commission is responsibie for hearing complaints and to correct
operational decisions that violate specific sections of title 39. There are other statutory
responsibilities, such as the 2016 review of the price cap, the “Periodicals Mail Study,” a joint Postal
Service-PRC report, the “Section 701 Report™ and consultation with the Postal Service to establish
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and from time to time revise modern service standards.

25, Should Congress modify or repeal the requirement for USPS to seek advisory opinions from the
PRC, as some have proposed? Why or why not?

I believe that there is benefit in a fair and impartial review of Postal Service initiatives that have at
least a substantially nationwide effect. The Commission is taking steps to streamline and shorten the
process by which the PRC reviews advisory opinion requests from the Postal Service. The
Comimission recognizes that in order to be relevant, advisory opinions must be issued within a
timeframe that is useful to the Postal Service. The Commission understands that not all of its recent
advisory opinions met that responsibility, and it has an open docket on proposed rules that would
significantly shorten and simplify the process. These proposed rules, when finalized, would result in
a more streamlined process that would solicit public input, balance competing interests before issuing
an advisory opinion and satisfy 3661(c), which requires a “hearing on the record under sections 556
and 557 of title 5. Review of public initial comments and reply comments is ongoing. The
Commission’s “Section 701 Report” recommended shortening Commission advisory opinion reviews
to 90 days. As the team leader of this report, | believe the open docket is gathering important
information on how to streamline the process.

26. It has been over seven years since PAEA changed postal pricing to provide the Postal Service
with mere flexibility as well as improve the rate-making process.

a. Do you believe the Postal Service has effectively utilized the pricing flexibility provided in
PAEA?

Yes and no. The Postal Service has successfully utilized short-term pricing incentives that
incorporate digital and mobile technologies, such as discounts for use of Quick Response (QR)
codes, or seasonal pricing incentives to increase volume during slow mailing periods. The Postal
Service has also entered into hundreds of competitive product NSAs. The introduction of
experimental new products has, by contrast, been met with varying degrees of success.

As noted earlier, the Commission continues to find that the Postal Service has not exhausted its
pricing flexibilities when setting rates, and in its last ACD said that the Postal Service could
increase contribution through adjustments in worksharing arrangements and rates charged for
products within a class. For example, despite efforts by Periodical mailers to mail in the most
efficient manner, the contribution (net revenue) per piece for Periodical Mail continues to decline.
To address this shortfall, the Commission recommends the Postal Service review its worksharing
and pricing structure for Periodical Mail that has been in place since 2007.

b. Do you believe that the goal of increased flexibility was met?

Not completely because there are always additional opportunities to enhance flexibility, such as
the provision in S, 1486 that would allow the Postal Service to offer certain non-postal products.
The PAEA provides pricing, classification and product introduction flexibility to the Postal
Service, and as I noted above, the Postal Service has utilized that flexibility with varying degrees
of success. It has done well with the introduction of short-term incentives along with some
experimental products and test products. Competitive negotiated service agreements and
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international contracts are important examples of the Postal Service using its pricing and
classification flexibility. However, although the Postal Service has pricing flexibility it has not
used it to maximum effectiveness as noted by the Commission’s FY2012 ACD.

¢. Under what circumstances should “flexibility” include the ability of the Service to have
different price increases for one class of mail versus another class?

Currently the Postal Service has the ability to have different increases for different classes of mail
as long as each class of matl does not exceed the price cap. Products within a specific class can
also be increased independently of one another. While the Commission has not reviewed
permitting the Postal Service to exceed the CPI cap for some classes of mail, such increases
should be carefully reviewed and subject to public comment, prior to implementation, to ensure
no undue pricing discrimination occurs.

d. Do the work share provisions of the Commission rules, all else equal, enhance or hinder
flexibility?

The workshare provisions provide flexibility by giving the Postal Service the discretion of
whether or not to offer workshare discounts to mailers. It is the Postal Service that determines
what pricing signals to send to mailers. The flexibility is balanced by limiting the amount of
discounts fo the cost avoided by the Postal Service. This is an important safeguard for mailers not
eligible for the discount as it ensures that the Postal Service is not giving away more money than
it is saving. The flexibility is also tempered by statutorily defining worksharing and placing the
responsibility for changes to this definition with the Commission.

27. In your view, how can the Postal Service return to viability in a market in which e-commerce
and electronic communication and payments are increasing and mail volume is declining?
What role do you believe the PRC should play in shaping the future Postal Service given these
rapid changes?

Although the volume of hard copy letter mail is declining due to the availability of multiple digital
and electronic communications platforms, the Postal Service remains the world’s largest and most
efficient postal operator. The dramatic rise in ecommerce has led to a parallel increase in the volume
of packages for the Postal Service, especially through its partnerships with private sector carriers,
The Service is adjusting its operations to capitalize on the increase in package volume, and the
Commission expeditiously reviewed recent proposals, such as the transfer of Parcel Post from market
dominant to competitive, the introduction of experimental products like Metro Post, and mailer-
specific contracts and negotiated service agreements—all of which enhance the Service’s role as a
preferred mail provider.

The Commission has the responsibility to respond to Postal Service requests for rate and
classification adjustments and advisory opinion requests in a timely and unbiased manner, while
providing the opportunity for public comment on the merits of individual proposals. The
Commission encourages the Postal Service to avail itself to the pricing flexibilities available under
the PAEA, such as NSAs and niche classifications, which I believe will assist the Postal Service to
compete competitively in the ecommerce world.

The Commission also functions as a check on the Postal Service, through the complaint process,
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should a complainant believe the Postal Service had moved too far into the competitive marketplace
and/or abused its status as a government establishment with significant market power.

28. What is your overall impression of how well the postal reforms under the PAEA bave been
implemented so far? What areas have been most challenging, and what areas do you believe
need the most attention in the future?

The pricing flexibility provided to the Postal Service by the PAEA has increased its ability to respond
to changing business environments more quickly and to provide mailers with certainty and
predictability of rates. By fundamentally altering the way the Postal Service operates, especially in
setting rates, the law eliminated the lengthy, costly and overly litigious ratemaking process. The
Postal Service now has the flexibility to establish rates, develop new products, transfer existing
products from market dominant to competitive and enter into individualized contracts through
negotiated service agreements and other mailer-specific ag ts. External chall such as
continued electronic diversion of mail, wide-spread use of social media and the recent deep recession
have all added to declining postal finances exacerbated by the health care pre-funding requirement in
the PAEA. These challenges deserve attention in order to ensure the viability of the Postal Service
and its role in binding the nation together.

29. What do you believe are the most important responsibilities of the PRC, and what is yeur
opinion of how those responsibilities have been fulfilled?

Fostering the Postal Service’s pricing flexibility by exercising regulatory authority in an expeditious
and reasoned manner, while maintaining transparency and accountability of the Postal Service are
among the most critical responsibilities of the Commission. The Commission provides an in depth
analysis within 90 days of receiving annual Postal Service reports, which affords transparency and
accountability of postal operations, finances and service performance.

To facilitate these pricing flexibilities, the law required the Commission to establish a new
ratemaking process, which it did eight months ahead of the statutory deadline. The Commission, by
law and regulation, reviews general rate increases within 45 days for market dominant products, 30
days for competitive products and 15 days for competitive NSAs and contracts. Ensuring the timely
analysis of rate and/or product classifications requests is a primary and important responsibility of the
Commission. Not adhering to these statutory timeframes would undermine congressional intent. The
Commission has an excellent record of completing its reviews within these established time periods.

30. Do you believe Congress should amend the structure of the current Commission relative to how
long commissioners serve? If so, please describe.

I believe the terms of Commissioners are an appropriate length.

31. Do you believe Congress should amend the process for selecting a Chair and Vice Chair? If so,
please describe.

Under existing law, it is a President’s prerogative to designate the Chairman, thereby conferring
executive, administrative and budget authority with that person. Current law also provides for the
election by the Commissioners of a Vice Chairman.
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32, The PAEA substantially changed the relative responsibilities of the Postal Service Board of
Governors and the Commission.

a. ‘What do you believe are the most important decisions the C ission has made since the
PAEA?

The most important decisions are as follows, although not inclusive since all Commission
decisions have the common goal of maintaining the viability of the Postal Service: designing a
modern ratemaking system; consulting on the establishment of service standards; developing
rules for financial reporting; completing five advisory opinions and the determination on the
exigent rate case.

b. What are the key decisions you expect the Comumission to make in the future under the
PAEA?

in the short-term, as a member of the Commission, I will begin to review the Postal Service
Board of Governors proposed exigent rate increase announced on September 25, 2013, to go into
effect on January 26, 2014. The Postal Service is expected to file with the Commission on
September 26, 2013. In the long-term, if re-confirmed, I will review and make determinations on
the price cap and its effectiveness (39 U.SC. § 3622(d)(3)) in 2016, There will also be a second
701 review, as well as the potential for additional advisory opinion requests. [ would also expect
more requests from the Postal Service to transfer products from market dominant to competitive.

¢, Generally, what approaches do you advocate the PRC should take in regulating USPS and
why?

The Commission should be receptive to innovative proposals — open to consideration of
stakeholder and public input — prompt in issuing decisions — sensitive to claims of undue
discrimination and anti-competitive behavior by the Postal Service — and be fair and unbiased in
its administration of the law.

d. In a response to a question in your previous pre-hearing questi ire, you stated that
“Iblalancing the flexibilities granted to the Service by the PAEA with the strengthened
regulatory role of the Commission is evolutionary, and in my view is moving on the right
course.” Is the course complete, or still moving? If still moving, is it still on the right
course?

The “course is not complete,” as evidenced by the on-going discussions of postal reform in
Congress. The current law is organic and as sucl, it is developing as the Commission and the
Postal Service gain experience. For example, the Postal Service continues to innovate through
experimental products — and through the transfer of products from market dominaat to
competitive, which provides it with competitive pricing flexibility in the highly competitive
package delivery business, The Commission’s responsibility is to review these requests and
ensure public input. Another example is the evolving use of the Intelligent Mail Barcode (IMb)
as 4 performance measurement tool. The Commission is better able to analyze how well the
Postal Service is meeting its performance goals, and the Postal Service is better able to
strategically understand bottlenecks or problems in its network operations while providing greater
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visibility to mailers.

33. Debates about postal reform legislation raised fundamental questions about the role of the
Postal Service in our nation, including the nature of the Postal Service’s universal service
obligation.

a.

What is your view of the Postal Service’s universal service obligation?

Despite the widespread use of alternate communication platforms, there remains reliance on, as
well as a relevancy and need for the mail, including letter and package mail. Iagree with the
Commission’s “Report on Universal Postal Service and the Postal Monopoly” (2008} that found
there is no single definition of the universal service obligation. The PAEA, like its predecessor
1aws, recognizes the public’s reliance on the mail by requiring access to postal services and a
uniform rate for one class of mail sealed against inspection.

As one who grew up in the island state of Hawaii, I appreciate the need to provide service to all
areas of the country and supported the Commission’s findings in the Six Day to Five Day Street
Delivery Service Changes (N2011-1) advisory opinion that the Postal Service must take into
consideration the needs of rural, remote and noncontiguous areas, where mail is a necessity, not
an option, to many, [ promoted the inclusion of a biennial analysis of the impact of service
standards on noncontiguous states and territories by the Postal Service, which is reviewed in the
appropriate year ACD. The importance of the USO is further evidenced by the value in providing
the “last mile” of delivery.

Do you believe the concept of universal service has evolved? If so, how? How do you believe
USPS can adapt to meet that obligation?

Just like the Postal Service, the concept of universal service has evolved over time. The Postal
Service, through its focus on digital solutions, is moving in new directions and is broadening
customer access by offering postal products through a multi-channel strategy. It is leveraging the
availability of pre-paid, printed mailing labels and flat rate boxes and envelopes. Wider access to
postal services are being provided through antomated postal centers, the testing of “GoPost”
package lockers and agreements with local businesses and municipalities to offer some postal
products through Village Post Offices (VPOs). Provisions in 8. 1486 would promote greater use
of postal retail centers by ending the prohibition on nonpostal service. Doing so will enhance the
Postal Service’s ability to meet its universal service obligation and grow revenue.

In your view, what is the PRC’s role in preserving universal service?

Through reviewing service performance, appeals of post office closings, the complaint process
and advisory opinions, the Commission remains informed as to whether the Postal Service is
meeting its universal service obligation and whether access to postal services may be diminished
by specific Postal Service actions. In the case of post office appeals, one of the statutory
considerations that the Commission gives to these appeals is whether or not access to postal
services is impacted, and as I noted previously, the Commission found that the unique needs of
rural, remote and noncontiguous areas were not adequately considered when the Postal Service
developed its initial plan to reduce days of delivery. The Commission also found that eliminating
Saturday delivery would negatively impact the receipt of prescription medicines by mail. The
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Postal Service ~ as a result of Commission recommendations — revised its 5-day plan accordingly.

d. What PRC decisions or opinions have you been involved in that uphold the Postal Service’s
responsibility to provide universal service, and what has been your view about the universal
service ebligation in deciding these cases?

1 have participated in all five advisory opinions and posed questions to assess whether the needs
of rural, remote and noncontiguous areas were clearly understood and being considered by the
Postal Service. In post office appeal decisions, | consistently noted when I found that access to
service was diminished through closing specific post offices and as presiding officer in the
POStPlan, 1 ensured that the issue of access — a key component of universal service ~ was
properly reviewed and would be maintained.

34. Since enactment of PAEA, the PRC has interpreted the term “non-postal service” through
consideration of various USPS proposals for new products and services.

a. Do vou believe the Postal Service should be allowed to compete with the private sector? If
50, under what circumstances?

The PAEA established that postal products are either market dominant or competitive, and
through its MC2008-1 ruling, the Commissior designated 15 non-postal products as either market
dominant or competitive. These 15 were grandfathered into the law. Currently, the Postal
Service cannot offer new non-postal products, although S. 1486 includes provisions to change
that, 1support that section of the PRA of 2013 and I would also suggest it would be appropriate
to include provisions that are similar to those governing competitive products — not harm small
business, contribute to institutional costs, cover attributable costs and are not cross-subsidized by
market dominant products. The addition of an independent review to demonstrate that the
proposed non-postal product would not impose an unfair competitive advantage to the Postal
Service in the market in which such product will be offered would be helpful.

b. What concerns, if any, do you have about such efforts?

If the Postal Service is given authority to engage in new nonpostal activities, I believe there
should be adequate regulatory oversight to ensure that such activities do not represent a threat to
businesses that may be already engaged in that activity, thus violating certain provisions of the
PAEA. Section 404(a) enables individuals to file complaints based on anti-competitive practices.
The Commission has received comments from the public on how to best interpret this section of
the faw through Docket No. RM2013-4 and is currently reviewing the comments.

¢, What role do you believe the PRC should play in the introduction or pricing of new
products?

The Postal Service has the flexibility and authority to innovate through the introduction of new
products. As with all pricing and classification requests, the Commission has the responsibility
to respond to the request in a timely and unbiased manner. The Commission recently issued
proposed rules governing market tests of experimental products and is seeking public comment.
Since FY 2009, the Commission has approved nine market tests.
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Currently, the Postal Service can test experimental products to gauge the acceptance of new
products by the mailing public. 39 U.S.C. §3641 provides the statutory framework for the
Commission to ensure that the proposed product is a significantly different product that has not
been offered by the Postal Service within the past two years; will not cause market disruption,
especially for small businesses; and is identified as either market dominant or competitive. The
use of experimental products is an important tool that maximizes revenue to the Postal Service
while minimizing investment risks. Some experimental products have been successful and
have been made permanent products, such as Every Door Direct Mail-Retail. Others, like the
Samples Co-Op Box, incurred $250,000 in costs and was concluded early by the Postal Service.
Although no revenue was realized, the Samples Co-Op Box allowed the Postal Service to
analyze customer acceptance without assuming the costs associated with the introduction of a
more permanent product.

35, The PAEA set forth a new process for resolving complaints against the Postal Service. What do
you believe must be done to ensure that the PRC will review and resolve any complaints
promptly and fairly? Should the PRC encourage use of the complaint process?

The Commission serves as an unbiased arbiter of complaints. It should not encourage the use of
complaints any more than the Courts should encourage lawsuits. The Commission has endeavored to
make its complaint process accessible and easily understood. 39 U.S.C. § 3662 requires a finding,
within 90 days of receiving a complaint whether a complaint raises material issues of fact or law, and
either to begin proceedings on the complaint or issue an order dismissing the complaint. When it
hears complaints, the Commission properly balances the benefits of expedition with the need to
assure due process for all participants.

Postal Ratemaking

36. Before enactment of the PAEA, the postal ratemaking process was criticized for being too
cumbersome, taking too long, and being toe adversarial to best serve the financial interests of
the Postal Service or postal customers.

a. Inyour view, how has the ratemaking process changed from implementation of PAEA?

The PAEA created a new ratemaking process that affords the Postal Service the flexibility to set
rates that are reviewed by the Commission within 45 days for market dominant products or 30
days for competitive products. The ratemaking system established by the Commission has
modernized, streamlined and sigoificantly reduced costs to the Postal Service and users of the
mail. The Commission actually completes its initial review of market dominant requests within
34 days to allow the Postal Service time to adjust its proposals within the statutory timeframe and
keep the implementation date announced to mailers. This system also allows the Postal Service
the ability to introduce short-term incentives along with annual, predictable rate adjustments.

The Commission has a 15-day process for the review of competitive NSAs. As of the end of FY
2012, there have been 63 domestic competitive NSAs and 383 competitive international mail
NSAs. The successful use of these NSAs by the Postal Service is due in part to a collaborative
effort ~through experiences gained by both the Postal Service and the Commission. In particular,
for certain types of competitive NSAs, the Commission found that after-the-fact review
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procedures are appropriate, and the Commission has taken the steps necessary to implement such
procedures. Currently, the Postal Service files many competitive contracts that take effect
without pre-implementation review of the individual contracts. These NSAs are known as Non-
Published Rates (NPR) contracts. They are based on contract templates that ensure compliance
with all statutory and regulatory requirements. The Postal Service, after Commission approval of
the initial contract, began offering NPR contracts in FY 2011,

b. Do you believe additional improvements to the ratemaking system are necessary?

There is always room for improvement, and the Commission continues to refine existing
reguiations and promulgate new ones to accommodate the changing postal environment. For
example, the Commission recently issued rules regarding the treatment of deflationary periods for
purposes of the price cap. Similarly, the Commission has proposed rules out for public comment
to address the Postal Service’s recoup of pricing authority from promotions or discounts.

¢. How will you use the PRC review scheduled for 2016 to improve the system?

The 2016 review of the appropriateness of the CPl-based rate cap and accompanying system of
ratemaking will provide the Commission with the opportunity to conduct an independent and
expert review that will include the solicitation of public comments and the examination of
testimony from the Postal Service, stakeholders and other interested persons. A thorough review
will allow me to evaluate whether or not the CPl-rate cap is an appropriate pricing mechanism —
how refinements could enhance the cap ~ or whether the cap should be replaced altogether.

d. Has the new system made pricing less adversarial?
Yes.

37. The PAEA codifies the Postal Service’s ability to enter into special classifications with mailers,
referred to as Negotiated Service Agreements (NSAs). The Postal Service, however, has entered
into very few domestic market-dominant NSAs. Some mailers cite the lengthy and cumbersome
process for NSA approval, while other stakeholders have raised concern that NSAs may lead to
unfair competition.

a. What are your views about the desirability and effectiveness of market dominant NSAs
under various circamstances?

I believe market dominant NSAs, like competitive NSAs, are an important flexibility. I
advocated on behalf of Senator Akaka for codifying the ability of the Postal Service to offer
NSAs in the PAEA. Market dominant NSAs are desirable, and if properly constructed, can be
effective. 39 U.S.C. 3622(c)(10) requires that a market dominant NSA must cither: (1) improve
the net financial position of the Postal Service through reducing Postal Service costs or increasing
the overall contribution to the Postal Service institutional costs; or (2) enhance the performance of
mail preparation, processing, transportation, or other functions. Results so far have been mixed.

b. What do you believe has hindered the more extensive use of this authority?
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The length of time that it takes for the Postal Service and a specific mailer to work through and
finalize an agreement prior to the Postal Service submitting a proposal to the Commisston for
review may be a contributing factor in the lack of market dominant NSAs. Anecdotally, | have
heard from maifers that discussions with the Postal Service officials about a possible agreement
can take over year and that working with multiple Postal sometimes delays the progress of
discussions. Another factor may be that because the Postal Service is a government monopoly it
must offer a market dominant NSA to similarly situated mailers. It is my hope that the Postal
Service will utilize market dominant NSAs and continue to develop proposals with interested
mailers.

Do you believe the PAEA addresses and resolves these concerns that had previously been
raised about NSAs?

Aside from my comments to a. and b., I believe that the provision in S. 1486, which adds
language to Section 3622 to ensure that market dominant NSAs not cause unfair competitive
advantage or unreasonable disruption to volumes or revenues of other postal users, is important.
However, again as noted above, the requirement that NSAs be available to similarly situated
mailers may be a reason why the Postal Service is hesitant to enter into to such NSAs.

38. What do you believe should be the role of the PRC in helping to ensure that the quality and
timeliness of the Postal Service’s data in cases before the PRC are adequate?

39,

Ensuring the completeness, accuracy and timeliness of Postal Service data is a critical function of the
Commission. Without reliable data, the Commission cannot ensure that its statutory reviews
accurately reflect the Postal Service’s true financial and operating conditions. The Postal Service is
required to use data and analytical methods established by regulations and orders adopted by the
Coramission, in compliance with the PAEA. For this purpose, the Commission uses informal
rulemakings that are flexible and vary according to the complexity of the proposed change and level
of supporting documentation. The intent is to improve methodologies and data collection through
strategic rulemakings, discrete issue rulemakings and expedited rulemakings, all of which are
provided for public comment. For an example, RM2011-3 is a cooperative effort in which the Postal
Service, mailers and the Commission are working together to identify areas where new studies will
provide “the most bang for the buck.” it was initiated in 2010 to evaluate the Postal Service’s need to
update and improve on the data and analytical methods it uses to report costs, volumes, revenues and
service quality of its products.

In addition to Postal Service and Commission-initiated rulemakings, any interested party may petition
for a change in accepted analytical principles. A recent Pitney Bowes request was approved by the
Commission in June 2013,

During consideration of the PAEA, there was debate about whether the Peostal Service conld

T

listically be expected to function under a strict ¢ ~inflation-based rate cap. From

experience so far, do you believe the Postal Service can operate successfully under the current
rate cap system? How do you interpret the rate cap and its exigency clause? Would an
alternative cap be more appropriate?

The current rate cap has met two goals of the PAEA——to provide predictable rates constrained by the
CPlI and to drive down costs. It has not, however, provided the Postal Service with adequate
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revenues,

Although consideration was given to different indexes during the consideration of the PAEA, the
current cap was chosen because pre-PAEA rate increases generally followed inflation. At the time it
seemed appropriate to use an inflation-based rate cap since overall postal volume was growing. The
unexpected deep recession and deflationary period that occurred in 2009 were unexpected. The last
deflationary period occurred in the 1930s. The law and Commission rules may have been different if
deflation was a consideration prior to the passage of the PAEA.

Currently, the only way the Postal Service can pierce the CPI cap is by filing an exigent rate request
with the Commission citing extraordinary or exceptional circumstances as described in39 US.C. §
3622(d){1}(E). The Service sought to raise rate for market dominant products, on average by 5.6
percent, through an exigent rate increase request filed in July 2010. After a 90-day review, the
Commission denied the request. [ agreed with the majority of the Commission that the recent
recession and accompanying decline in mail volume qualified as an extraordinary or exception
circumstance, but that the requested rates were not designed to respond to the recession or the impact
on mail volume.

T know that S. 1486 would eliminate the existing cap. 1believe it would be desirable to begin the
Commission’s Section 3622(d)(3) Review of the PAEA rate system now, rather than in 2016.
Through a Commission led review, the Postal Service and stakeholders would be provided the
opportunity for public comment on how well the cap is working, whether the current index works,
and if not, what alternatives should be considered and whether the cap should be modified or
abolished.

Service Standards and Other Performance Obligations

40, What do you believe should be the PRC’s role in establishing performance standards for postal
products and services and for monitoring the Service’s results in meeting these standards? Do
you believe that the Service has sufficient business incentives to provide good service?

The Postal Service has the flexibility to set performance standards, but has a statutory requirement to
consult with the Commission on setting service standards and performance goals (39 U.S.C. 3652(a)).

With the establishment of clearly defined standards in 2008, the Commission analyzes whether the
Postal Service meets its service standard obligations through the yearly ACD. The Commission
approved the Postal Service’s use of the Intelligent Mail barcode (IMb) as one of its performance
measurement systems. However, developing reliable measurement systems continues to present
challenges to the Postal Service as a result of uneven participation levels of mailers in IMb. The level
of Full Service IMb participation impacts the reliability of recent service performance results for
certain Standard Mail categories, Package Services and Periodicals. Reliable performance measures
are important to users of the mail especially as the Postal Service adjusts overnight and 2-day delivery
standards for First-Class Mail, consolidates half of its processing plants and realigns office hours for
many smali post offices. Without providing good service, the Postal Service will see further
diversion from the mail stream. The recent enhancements announced by the Postal Service to Priority
Mail, including enhanced tracking, is a positive example of the Postal Service working to meet
customer expectations and delivery performance goals.
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41. The PAEA requires the Postal Service to consalt with the PRC in the establish t of modern
service standards, as well as in modifying the standards and planning for futare standards.
How do you believe this consultation should be carried out? What additional value, if any, do
you believe the PRC can bring to this process? Do you believe PRC consultation has been
effective thus far?

As noted previously, the initial consultations resulted in modern service standards promulgated in
2008 by the Postal Service in consultation with the Commission. The Commission continues to
consult with the Postal Service on service performance measures and goals, as well as the progress of
IMb participation through monthly consultation meetings. The ongoing consultations, which include
senior Postal Service and Commission staff, focus on service performance and provide constant
pressure to meet these established goals. The consultations continue to be an effective tool for
maintaining transparent and accountable service performance information,

42. In your view, what degree of transparency should the Postal Service provide to Congress,
mailers, and the public on delivery performance goals and general quality of delivery services?
Do you believe the PRC has sufficient information to monitor service quality?

Service performance transparency is just as important as financial transparency. The Commission
continues to find the Postal Service data deficient to monitor whether the Postal Service is meeting its
stated service performance goals, but understands it is working toward compliance.

Anecdotally, through discussions with stakeholders and from articles in mail related publications, 1
know that business mailers are raising serious concerns with inadequate information from the Postal
Service. During the Commission’s review of the Mail Processing Network Rationalization advisory
opinion, interveners and Commissioners questioned whether the Postal Service could meet stated
performance goals despite cutting its processing network in half.

43. Many postal stakeholders have raised concerns about the adequacy of the Service's financial
transparency. The PAEA requires the Postal Service to meet the financial reporting
requirements of the Sarbanes-Oxley legislation. What is your opinion of this mandate and do
you believe the Postal Service has satisfied this mandate?

The need for timely, accurate, useable and transparent financial information is a cornerstone of the
PAEA. In my opinion, the Postal Service responsibly focused on this requirement to ensure
compliance with it. Through briefings with Commissioners, Postal Service executives in charge of the
program confirmed the SOX reporting requirements are important internal tools that generate
significant savings and efficiencies, The Commission annually receives the Postal Service’s 10-K
fiting, along with its 10-Q quarterly reports and necessary 8-K events filings and posts them on its
website for public viewing. The Postal Service is satisfying this mandate well.

44, In March 2011, the PRC issued an advisory opinion about the USPS’s proposal to reduce
delivery to five days per week. In its opinion, the PRC identified many shortcomings in the

USPS’s proposal, including a lack of consideration for the disproportionate effect the proposal
would have in rural areas.
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a. What is the role of the PRC in mail delivery service frequency determinations?

The primary role is fo provide advisory opinions that examine how a proposed change in delivery
frequency impacts universal service,

b. Do you believe the PRC’s opinion is relevant to Congress’s consideration of legislative
proposals to allow USPS to reduce delivery days?

Yes. The Commission identified operational and service issues that would be impacted by
reducing delivery.

¢. Do vou believe the PRC’s opinion on this matter should be binding rather than advisory?
Please explain.

My personal opinion is that it should not be, although I suggest that the Postal Service should
have some responsibility to acknowledge the Commission’s opinion. 1agree with the “Section
701 Report” that recommends, “Congress should consider adding language to 39 U.8.C. 3661
requiring the Postal Service to provide a written response to Commission advisory opinions and
submit its response to Congress prior to implementing such changes in service.”

Post Office Closings and Relocations

45. In your opinion, does the existing process for closing and relocating post offices adequately
protect the interests of postal customers and the affected communities, especially in small towns
and rural areas? If not, what additional protections do you believe are necessary?

The closing or consolidation process is established by Postal Service regulations, and if consistently
adhered to, should adequately protect customers and communities. The PAEA carried over the ability
of affected persons to file appeals with the Commission. That role is limited by 39 U.5.C. § 404(d) to
hear appeals and determine whether the Postal Service followed its internal procedures and the law
when closing a particular post office. While the Commission can return a determination to close an
office back to the Postal Service for a new review, it cannot substitute its judgment for that of the
Postal Service. From working on over 200 post office appeals, I believe the Postal Service must
ensure that community input is considered and taken into account when closing or consolidating a
post office.

The addition of language as proposed in S. 1486 that clarifies that standards in Section 404(d0 apply
to all Postal Service operated retail facilities is an important improvement to current law.

46. Many members of the public have expressed a concern that the Postal Service does not
adeguately involve affected communities in the decision-making process for the closings of post
offices and processing facilities. What are your views on this issue?

1 believe the Postal Service's decision-making process would be improved by providing greater
community invelvement and giving more serious consideration to issues raised by affected
communities. The Commission tias heard repeatedly through appeals of post office closings that
residents do not believe their input is being considered by the Postal Service and that comments given
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to postal officials at open meetings or through responses to questionnaires are ignored. The
importance of keeping affected communities involved in the process and updated on the status of
individual post offices closings and suspensions is critical.

It was evident from working on the five recent advisory opinions the Postal Service would benefit
from greater communication with affected communities, including elected officials representing the
areas, or as in the case of its consolidation of processing plants, with business mailers, to ensure that
the Service’s plans are clearly stated — clearly understood — and that affected persons and businesses
have the opportunity for meaningful comment.

47. Do you believe the PRC should have final authority to approve post office retail closings?

No. The current law requires that the Commission ensure that an appropriate level of due process is
afforded to affected commuaities before a post office is closed.

48, Does the process for closing and relocating post offices need to be improved?

There is always room for improvement in any process, especially one that impacts the residents and
businesses within a community facing the closing or relocation of a post office. The need for the
Postal Service to use reliable and accurate data supporting its decision to close or relocate an office is
of great importance to the community. The Commission has found instances where the Postal
Service’s information is incomplete, thereby bringing into question the analysis behind a particular
determination. The Commission found in three recent advisory opinions —Stations & Branches
advisory opinion, Retail Access Optimization Initiative (RACOT) and POStPlan ~that local data was
not as robust as it should be. Among the Commission’s recommendations in these cases was the need
for facility-specific revenue and cost data, the use of modern modeling tools and improved
communications with affected communities.

49, Do you believe the Postal Service should have additional flexibility to more quickly and easily
close post offices? If so, what impact do you believe this will have on the USPS’s current retail
network?

The Postal Service has the flexibility to align its retail network as long as it is not capricious in its
actions or does not abuse its authority. 1 believe that such changes must take into consideration
public input, as well as the availability of alternate access that includes more than just the sale of
stamps and flat rate boxes. Access to services is a key element of the Postal Service’s universal
service obligation.

50. Over the past few years, USPS has expanded its retail network to existing retail facilities, such
as Office Depot.

a. What is your view on USPS’s efforts to offer postal products and services at existing retail
facilities and other alternative retail locations?

Offering postal services at alternate locations is a positive step in providing access to
communities. But as noted in my response above, there should be retail outlets that provide more
than stamps and flat rate boxes. Postal Service retail facilities provide a broad range of important
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postal services, as well as other governmental services such as passport applications. The Postal
Service should retain the flexibility to determine its retait network, but in doing so, should
understand that individual mailers may wish to purchase more than just stamps or mail a flat rate
package.

b. To what extent de you think the availability of postal services at alternative locations should
be a key factor when idering closing or ¢ lidating traditional retail facilities?

As noted in the POStPlan advisory opinion, alternative aceess points, such as Village Post
Offices, are important, but they do not replace full service retail facilities. During consideration
of POStPlan, the Postal Service witness testified that it is the intent of the Postal Service to use
VPOs to complement existing facilities, not as replacements, to existing retail post offices. In
addition, the Commission™s advisory opinion recommended that altcrnative access locations
should be available to 2 community prior to closing or consolidating an existing Postal Service
retail facility.

51. Are improvements needed to the PRC’s appeals process related to closing and consolidating
post offices? If yes, what specific changes do you believe are needed? If no, please explain why
you believe the current process is viable.

1 believe the provision of S, 1486 to codify the definition of post office to include post office branches
and stations or other facilities operated by the Postal Service whose primary function is to provide
retail postal services is a necessary change. The Commission has found that the public do not know if
their facility is a post office, branch or station. Most importantly, if enacted, that change will ensure
that affected postal customers receive proper notice and have appeal rights under 39 U.S.C. § 404(d).
This clarification reflects one of the recommendations of the Commission's “Section 701 Report” to
Congress. As noted previously, the Commission adopted updated procedures for the review of
appeals in January 2012 in order to streamline the review process and make the process more

transparent.
1V. Relations with Congress
52. Do you agree without reservation fo respond te any r ble summons to appear and testify

before any duly constituted committee of the Congress if you are confirmed?
Yes.

33. Do you agree without reservation fo reply to any reasonable request for information from any
duly constituted committee of the Congress if you are confirmed?

Yes.

Y. Assistance
54. Are these answers your own? Have you consulted with the PRC or any interested parties? If
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s, please indicate which entities,

Yes, these answers are my own. [ consulted with Commission staff for technical guidance.

1, Nanci E. Langley hereby state that I have read the foregoing Pre-hearing Questions and that the
information provided therein is, to the best of my knowledge, current, accurate, and complete.

This 25" day of September, 2013
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Post-Hearing Questions for the Record
Submitted to Ms. Nanci Langley
From Ranking Member Tom A. Coburn
Nomination, Commissioner, Postal Regulatory Commission

October 2, 2013

The Postal Service filed documents for an exigent price increase it deems necessary. There is the
possibility your nominations could lapse while this case is being reviewed by the PRC. Could you
explain what a lapse would mean practically in terms of your involvement in the case should your
nomination(s) lapse? The Commission would have a quorum without you on the occasion your
nomination lapses, and would retain the same political balance. What makes your near-term
confirmation essential?

{am engaged on a daily basis in the Commission’s expedited, 90-day review of the Postal Service’s
exigent rate filing (Docket No. R2013-11) and the Postal Service’s concurrent request for the
Commission’s annual 34-day review of Market Dominant rate adjustments {Docket No. R2013-10), which
were submitted contemporaneously on September 26, 2013. My full-time participation in these Dockets
began with my review and approval of the PRC’s establishment of procedural schedules for both cases.
Expeditious disposition of this matter is a high priority for the PRC.

For the exigent review, [ will be involved in three technical conferences open to the Postal Service and
the public; will share decisional responsibility for reviewing and selecting questions to be asked of the
Postal Service by interested parties; sit en banc for several days of public hearings, after which my fellow
Commissioners and I will review the initial comments, as well as reply comments. { will also be a full
participant throughout the Commission’s concomitant review and decision on the Market Dominant rate
adjustment. Because these two cases involve simultaneous review, my uninterrupted participation
promotes consistency and fairness from case to case.

1 respectfully note that the Postal Service and the mailing public benefit from having the independent
and objective thought of the five, full-time individual Commissioners, each of whom brings diversity of
viewpoints and experiences to such an important and complex review. Without expeditious confirmation,
my term of office will end just as the Commission begins its final deliberations for determining the Postal
Service's exigent request. Throughout my tenure on the Commission, my pragmatic, reasoned and
impartial perspective balances and bridges divergent views. My absence before the conclusion of two
months of work at the end of the exigent review process will deny all parties the benefit of my
observations and recommendations even though [ will have participated in all activities related to the
case with the exception of the final determination.

A truncated Commission, with only three members deciding the critical questions presented inan
exigent rate request, could question the integrity of the process by not taking into account the views of
those Commissioners who had participated in the review up to its final determination. My positive
contributions are well-represented throughout Commission opinions, as is my demonstrated leadership
as the presiding officer in the Post Office Structure Plan advisory opinion that was issued in 90 days.

Shortly, the Commission also expects to issue final regulations streamlining the advisory opinion
process by limiting review to 90 days in most instances while ensuring due process for participants. 1
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have been involved in the Commission’s review since its inception and note that a 90-day turnaround of
an advisory opinion request is among the recommendations made in the PRC’s first statutorily mandated
“Section 701 Report,” which 1 led. The issuance of streamlined advisory opinion regulation is only one of
many concurrent cases being considered by the Commission.

Lastly, although a three-person quorum can consider and act on the exigent rate request, I believe the
seriousness of the request, the complexity of the issues involved and the critical financial condition of the
Postal Service should be heard by the five-person, full-time Commission. Should one Commissioner be
unable to vote in this matter, there would be less than a quorum, and the Commission could not make a
determination with a two-person panel. This also would hold true for final disposition of other
Commission proceedings.
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Senator Mark Begich
Additional Questions for the Record
Nomination of Nanci Langley to be Commissioner for the Postal Regulatory Commission
October 2, 2013

What role do you see for the Bypass Mail program in providing rural Alaskans with universal
service?

Bypass Mail is a part of the U.S. Postal Service’s universal service obligation. The
Commission, in its 2008 Report to Congress on Universal Service found, “The current
obligation [universal service] to provide service to all persons in all parts of the Nation, its
territories, and possessions, is paramount, and should not be altered.”

Are you supportive of the Bypass Mail program?

Yes. For 24 years, I served as a senior legislative and policy advisor to two U.S. Senators
from Hawaii. Due to the shared interests of Alaska and Hawaii, [ am sensitive to the unique
needs of non-contiguous states. Moreover, during consideration of the Postal Service’s
request for an advisory opinion to reduce delivery days, I consistently pointed out the needs
of rural, remote and non-contiguous areas and their dependency on the U.S. Mail.

In addition, in Docket No. MC2012-13, the Commission transferred Parcel Post to the
Competitive Product list. As part of that case, | supported the Commission’s decision to
retain Alaska Bypass Service on the Market Dominant product list to maintain the integrity
of the program.

What if any changes do you think should be made to the Bypass Mail program?

The current system meets the Postal Service’s universal service obligation to rural residents
and businesses in Alaska.
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Statement of Senator Brian Schatz
Nomination of the Honorable Nanci E. Langley to be Commissioner of the Postal
Regulatory Commission
October 2, 2013

Chairman Carper and Ranking Member Coburn, I would like to thank you for the
opportunity to make this statement in support of Nanci Langley’s re-nomination to be a
Commissioner of the Postal Regulatory Commission.

1 am pleased to support her nomination because not only does she have extensive
expetience on U.S. Postal Service issues, but she also understands the unique challenges a
remote, island faces and the importance of the Postal Service in Hawaii. Commissioner Langley
was raised in Honolulu and is a graduate of my high school alma mater Punahou School.

She served the people of Hawaii for many years by working as deputy staff director of
the Committee’s Subcommittee on Oversight of Government Management, the Federal
Workforce, and the District of Columbia, as senior legislative assistant in Senator Daniel
Akaka’s office, and as communications director for the late Senator Spark Matsunaga.

During her tenure on the Hill, she was instrumental in developing the Postal
Accountability and Enhancement Act. Since then, she has worked to implement this law at the
Postal Regulatory Commission. Her work demonstrates her commitment to public service, strong
work ethic, and a great appreciation for the thousands of Postal Service employees.

The U.S. Postal Service faces many challenges, but Commissioner Langley will continue
to serve the Commission well with her experience and background. I thank her for her many
years of service to the people and state of Hawaii and her continued willingness to serve our
country.

Commissioner Langley is an outstanding nominee and I am proud to support her re-
nomination. Iurge my Senate colleagues to move quickly on her nomination. Thank you.
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