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U.S. POSTAL SERVICE’S REGULATIONS RE-
GARDING COMMERCIAL MAIL RECEIVING
AGENCIES (CMRAs)

TUESDAY, OCTOBER 19, 1999

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON REGULATORY REFORM
AND PAPERWORK REDUCTION,
COMMITTEE ON SMALL BUSINESS,
Washington, DC.

The subcommittee met, pursuant to call, at 10 a.m., in room 2360
Rayburn House Office Building, Hon. Sue W. Kelly [Chairwoman
of the Subcommittee] presiding.

Chairwoman KELLY. Good morning.

Today the Subcommittee on Regulatory Reform and Paperwork
Reduction is meeting to discuss United States Postal Service
(USPS) regulations regarding Commercial Mail Receiving Agencies
(CMRASs) and their clients, Private Mail Box subscribers. USPS of-
ficially issued its initial final rule on March 25, 1999. However, it
is my understanding that over the past seven months, USPS either
modified, repealed, delayed or clarified most of the initial require-
ments contained in the final rule.

As I am sure most of my colleagues in Congress would agree, our
offices received an influx of constituent opposition to the regula-
tions after USPS enacted the final rule. Personally, I did not real-
ize the severity of the problem until Mr. George Russell, an owner
of a HQ Global Workplaces franchise, testified at our subcommit-
tee’s field hearing on September 1, 1999, in White Plains, New
York, regarding the impact of Federal regulations on small busi-
nesses in the Hudson Valley.

Mr. Russell provided insight on how the regulations will affect
his fellow CMRAs, as well as the businesses that subscribe to his
services.

After hearing Mr. Russell’s testimony, upon my return to Wash-
ington, I immediately signed on as a cosponsor to Representative
Ron Paul’s legislation, H.J. Res. 55, that would use the Congres-
sional Review Act to disapprove this rule. In early September, I
also discovered that Chairman Talent of the full Committee had an
outstanding document request on this issue. It was the second doc-
ument request sent to USPS by the Committee.

On May 19, 1999, Chairman Talent’s first letter to Postmaster
General William J. Henderson requested the Postal Service’s eco-
nomic analysis on the impact of the final rule on small business.
Almost 2 months later, on July 13, 1999, USPS Government Rela-
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tions wrote Mr. Talent a two-page response. The response did not
even mention the words “economic,” “analysis,” “small” nor “busi-
ness.” Chairman Talent sent a second and more detailed document
request on August 16, 1999. Due to the urgency of the regulations,
he requested the response by August 31, 1999.

On August 31, 1999, USPS Government Relations called Com-
mittee staff to ask for an extension. It is my understanding that
USPS and the Committee staff agreed on September 9, 1999. How-
ever, even after USPS started to enforce the regulations, even after
we invited Mr. Henderson to appear before the Committee today,
USPS did not deliver its full response until 5 days ago. Once again,
the USPS did not address all of Mr. Talent’s document and infor-
mation requests.

I am not sure why Mr. Henderson could not make it here, but
I hope the Postal Service officials he sent to replace him will be
more forthcoming in responding to Congressional concerns today.

I am looking forward to hearing testimony presented by both
panels today. Our first panel will weigh the interests of the stake-
holders—the small businesses and domestic violence victims that
subscribe to private mail boxes, the small entrepreneurs that run
commercial mail receiving agencies, and the coalition consisting of
CMRA franchises and franchisees—with the interests that inspired
the Postal Service to issue these regulations.

Our second panel will look at the broader issues involved. The
balanced panel will debate the public’s necessity for the regulations
versus the possible costs to the citizens affected. The panel will also
address the postal system’s role as a “quasi-governmental” agency.
We will discuss how USPS operates within its regulatory capacity
in some instances and its commercial capacity in others.

I will now yield to my good friend from New Jersey, the ranking
member, Mr. Pascrell, for any comments that he may wish to
make. However, I do hope that Mr. Pascrell will join me in asking
why we have not received information from the USPS in a timely
manner.

Mr. Pascrell.

Mr. PASCRELL. Thank you very much.

I would like to begin by thanking Madam Chairwoman Kelly for
bringing this important issue to the attention of the Committee,
and I would like to thank the distinguished panelists for their par-
ticipation today. Small businesses are the engines of growth for our
Nation’s economy. They are indeed the backbone of the economic
system.

In examining how regulations affect small business communities,
we are then better able to make adjustments to alleviate any
undue hardships. That is precisely why we are here today. The
Postal Service has issued a final rule regarding Commercial Mail
Receiving Agencies and their clients. Under this new rule, cus-
tomers would be required to write the “Private Mail Box” or the
“Pound Sign” followed by the box number on the second line of the
mailing address. Those are the mechanics. We are not here about
the mechanics today.

The small business community and others have raised concern
about the net effect of this rule. Let me say, by definition, small
businesses are disproportionately affected by regulations because of
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their very size. At the same time, the Postal Service has stated un-
equivocally the point of the new policy is to combat mail fraud.
That certainly is a worthy objective.

They maintain that too often criminals rent mailboxes to use as
a front for illegal activities that include credit card fraud, identity
theft and schemes to swindle the elderly. A cost-benefit analysis is
in order even though the Postal Service does not fall under the
Federal law mandating this, and I agree wholeheartedly with the
Chairwoman of this Committee that there is absolutely no excep-
tion to why even independent agencies cannot provide such infor-
mation without having to be asked for that information.

I believe that today’s hearing represents a prime opportunity to
hear from both sides of the issue and hopefully come to some con-
clusions about what can be done. Small business was not included
in the preliminary study until this issue came under congressional
scrutiny, and that is my main concern; I will be very frank with
you. So when I am looking at the Postal Service authorities, I am
looking at every independent agency in the Federal Government
t}ﬁat thinks that they can do whatever they wish. I don’t accept
that.

I can only speak for myself. But until we understand that those
independent agencies have some qualifiers and some conditions,
even for their very existence—I will repeat, even for their very ex-
istence—we are going to continue to have the promulgation of regu-
lations without the input of whatever folks happen to be impacted,
be it small business or otherwise in this case.

I am concerned about several aspects of these regulations and
how we got here. I think the Postal Service needs to reexamine
their rulemaking process. Other independent agencies are doing it.
The Post Office should be doing it. The Post Office should include
those folks that are going to be immediately impacted early on in
the process, not later on when there is some dust arising from the
ground.

They need to take into consideration the concerns of all these af-
fected, including small businesses. Regulations should be formu-
lated with full participation from those who will be potentially im-
pacted. All parties should be at the table from the very beginning,
and that is how you avoid hearings like this. There is no other
shortcut.

Thank you, Madam Chairlady, for bringing us together, and I am
anxious to listen.

Chairwoman KELLY. Thank you very much, Mr. Pascrell.

Are there any other opening statements this morning? If not,
then we will move on.

Our first panel consists of Mr. Tony Crawford, the Inspector,
Mid-Atlantic Division, accompanied by Mr. Mike Spates, Manager
of Delivery for the United States Postal Service. We have Rachel
Heskin, Communications Director for Mail Boxes Etc.; Ms. Sandi
Taylor, Owner/Manager of Strategic Technologies; and we also
have with us Juley Fulcher, Public Policy Director, National Coali-
tion Against Domestic Violence.

We welcome all of you here today and we look forward to your
testimony.

Let’s begin with you, Mr. Crawford.



4

STATEMENT OF ANTHONY J. CRAWFORD, INSPECTOR IN
CHARGE, MID-ATLANTIC DIVISION, ACCOMPANIED BY MIKE
SPATES, MANAGER, DELIVERY, U.S. POSTAL SERVICE

Mr. CRAWFORD. Good morning, Chairwoman Kelly and members
of the Subcommittee. With your permission, I would like to summa-
rize the lengthy statement I submitted for the record.

Like the Subcommittee, the Postal Service appreciates the role
that small businesses play in the success of our Nation. We con-
sider ourselves an important partner of small businesses. We pro-
vide low-cost universal postal services and many high-quality pro-
grams that help small businesses grow and prosper.

Some observers have tried to portray our revised rules governing
commercial mail receiving agencies, or CMRAs, as an effort by the
Postal Service to hurt small businesses or even retaliate against
the CMRA industry. These charges are unfounded. We have
strengthened the CMRA rules for one reason and one reason alone,
to help prevent and deter fraud.

CMRAs provide important mailing services to our Nation. All too
often, however, CMRAs are unwitting victims of criminals who use
their services to defraud and deceive the American people and their
organizations. In recent years, a growing number of criminals have
made private mailboxes one of the most dangerous weapons in
their arsenal of trickery and deceit. It has been all too easy for con
artists to hide their true location and identities behind the cloak
of anonymity afforded by private mailboxes. The rules have not
even required a person to submit a photo ID, making it easy to fal-
sify an identity.

Private mail box customers have also been allowed to use “suite”
or “apartment” in their addresses, creating the illusion of a phys-
ical presence in a prestigious location.

The Postal Service does not have exact statistics on the number
of fraud cases involving CMRA services. Historically, we have
tracked investigations by the type of illegal activity such as child
pornography or identity theft, not by the tools used to carry out
that activity. Still, the Postal Service is convinced, based on our
own experiences and those reported to us by the law enforcement
community, consumer groups, financial and direct marketing com-
panies and even the CMRA industry itself, that the amount of ille-
gal activities conducted through private mailboxes is significant
and warrants closing the regulatory loopholes.

The Inspection Service, for its own part, has seen many serious
and diverse crimes taking place through private mailboxes. More
than any other illegal activity, we have found unscrupulous indi-
viduals using CMRA boxes to misrepresent who they are and take
over someone else’s identity and accounts.

We have investigated drug pushers who sell illegal narcotics and
pedophiles who secretly trade child pornography through CMRA
addresses. In fact, the most prolific distributor of child pornography
through the mail that we have ever identified used CMRAs.

We have witnessed a number of criminals operating lotteries,
sweepstakes and fake billing scams from the safety of a suite that
leads nowhere. For 4 years during the 1990s, for example, two for-
eign nationals used more than 120 CMRA addresses in the United
States as fronts for fake Yellow Page listings. They mailed more
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than a million fraudulent invoices that could have potentially
cheated small businesses, churches and nonprofit organizations out
of $160 million.

In another case, a Canadian con artist used private mailboxes to
dupe elderly Americans out of more than $100 million. A survey of
880 known victims revealed an average age of 74. Losses for 192
of these individuals ranged from $10,000 to $329,000 each.

The Postal Service’s investigations into illegal activities con-
ducted through CMRASs, however, represent just the tip of the ice-
berg. The Federal Bureau of Investigation, the Federal Trade Com-
mission, various State attorneys general and local district attor-
neys also investigate and prosecute these crimes. Later today, Mike
Mansfield, Assistant District Attorney in Queens, New York, will
talk in detail about the illegal practices he has seen involving serv-
ices offered by CMRAs.

Many State attorneys general have had similar experiences. El-
liot Burg, Assistant Attorney General in the State of Vermont,
wrote to the Chief Postal Inspector last week on behalf of 22 State
attorneys general. He outlined the types of fraud they have seen
involving private mailboxes and specifically urged the Postal Serv-
ice not to implement its recent proposal to allow the use of the
pound sign in CMRA addresses. With your permission, I would like
to add Mr. Burg’s letter to the hearing record. [See p. 244.]

Chairwoman KELLY. So moved.

Mr. CRAWFORD. Still, some voices in the debate say that the
CMRA rules should not be implemented because of the burdens
they place on small businesses. We understand those concerns, and
that is why we have gone to great lengths to be responsive to the
issues raised by those impacted by the regulations. Since April, we
have held regular meetings with numerous representatives of the
small business community, the CMRA industry, and others, and
have struck a series of compromises to address issues they have
raised.

Given the wide range of views, we may never be able to reach
a unanimous agreement. Still we believe that we have struck a fair
balance between privacy, business, and consumer needs, without
weakening the integrity of the regulations. Over the long term, we
believe the revised rules will pay off for the CMRA industry and
the Nation as a whole. When crime takes place through a CMRA
mail box, it doesn’t just hurt the individuals who have been de-
frauded. It is a black eye for the CMRA owner and the entire in-
dustry.

Earlier this year, the Senate unanimously passed a bill to curb
deceptive and fraudulent mailings involving sweepstakes and
games of chance. The House is sponsoring similar legislation, and
both the chairwoman and the ranking minority member of this
subcommittee are cosponsors. Clearly just as our Nation deserves
to be protected from deceptive sweepstakes mailings, it deserves to
be protected from the unscrupulous use of private mailboxes. We
have been urged by many different groups to take action and that
is what we have done. In the end, we hope that everyone will come
to an understanding that the sacrifices we are making are for a
greater collective good that transcends our individual interests.
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Together, working with small businesses, the CMRA industry,
and others, the Postal Service has fashioned a set of rules that will
help create a safer and stronger America by reducing fraud and
other serious crimes. That is something we all agree is a worthy
cause.

This concludes my statement. We would be happy to answer any
questions you might have.

[Mr. Crawford’s statement may be found in the appendix]

Chairwoman KELLY. Next, we move to Mr. Spates.

Mr. SPATES. I am here to answer any questions that you have.
My statement is included with Mr. Crawford’s.

Chairwoman KeELLY. Thank you.

Ms. Heskin.

STATEMENT OF RACHEL HESKIN, SENIOR COMMUNICATIONS
MANAGER, MAIL BOXES ETC.

Ms. HESKIN. Madam Chair, members of the Subcommittee, thank
you for the opportunity to testify today before your Subcommittee.
I will summarize my written testimony and ask that my written
testimony be included in the hearing record.

I am here today representing a group of CMRA owners, including
national franchisers, franchisees, and independent store owners.
My group includes my company, Mail Boxes Etc., PAK MAIL, Post
Net, Postal Annex, and the Associated Mail and Parcel Centers. To-
gether, we represent the vast majority of the over 10,000 Commer-
cial Mail Receiving Agencies in the country. Our group has been
active on these regulations since they were originally proposed.

Our initial position was to oppose these regulations. During the
initial publication and subsequent comment period in July and No-
vember 1997, we actively generated many of the over 8,000 com-
ments opposing these regulations. Nevertheless, the Postal Service
put these regulations into effect. Since their publication, we have
been working with the Postal Service and Members of Congress to
determine if these regulations can be implemented in a manner
which is workable for our industry.

I am pleased to tell you that our efforts with the Postal Service
seem to be working toward success, and we may soon be in a posi-
tion to accept the regulations in a modified form. Our group has
found the senior management of the Postal Service, particularly re-
tiring Chief Postal Inspector Ken Hunter, his successor, current
Chief Postal Inspector Ken Weaver, and Manager of Delivery Mi-
chael Spates, willing to work with us to solve most of the problems
created by the current regulations. We intend to continue this ef-
fort with the Postal Service until all outstanding issues have been
solved.

In our working group, convened and chaired first by Ken Hunter
and now by Ken Weaver of the Postal Inspection Service, we have
tackled all of the tough issues. Attached to my testimony is a de-
scription of various solutions which we have discussed. At this
point, I would like to highlight some of the more important issues.

As members of the Committee know, the PMB designation is one
of the most emotional issues for our customers and has resulted in
a great deal of communications to Congress by our owners and cus-
tomers. At our last meeting, the Postal Service agreed to a solution
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to this issue which we believe is highly workable: An address desig-
nator must be provided on line 2 or 3 of the mail for a CMRA cus-
tomer. The approved designator may be PMB or simply the pound
sign. All other designators would be prohibited, including suite and
apartment. There would be no grandfathering of the use of suite
for any box holder and the mail to the CMRA owner would remain
unaffected by the regulations.

Most of our stores already urge their box holders not to use any
designator other than the pound sign. This will not disrupt the
mail or create a stigma for our box holders and is acceptable to our
group.

In addition, the USPS and CMRA industry will establish a joint
task force to develop a joint protocol by which CMRA owners can
better identify potential fraud and notify the Postal Inspection
Service, to develop a training regime to be incorporated in training
of CMRA owners and staff as part of establishing new CMRAs and
for retraining, and to develop a list of CMRA addresses which will
be posted and available through the USPS Web site and their toll-
free telephone number. This would permit any customer to check
an address to determine if it is a CMRA.

We firmly believe that the best way to attack this issue is with
a joint effort combining the skills of the Inspection Service with our
everyday knowledge of the CMRA industry. Termination of service
to CMRAs remains the area in which work must be done. The cur-
rent CMRA regulations contain a provision by which a postal man-
ager can order termination of mail service to a CMRA for all cus-
tomers if the CMRA owner is not in compliance with the regula-
tions. The Postal Service has assured us this will not be misused
by overzealous local postmasters, and the regulations do include a
requirement that any termination order be approved by a higher
Postal Service official.

Unfortunately, some overzealous postal officials have already
sent out some termination notices, even though we were assured no
such notices would be sent while we continue to work on these
issues. Postal Service management has rescinded these notices, but
that showed us a firm policy on termination needs to be established
on a uniform basis throughout the country.

We have proposed the following to the Postal Service:

The Domestic Mail Manual would contain instructions regarding
termination of mail service to ACMRA as follows:

One, mail delivery to a CMRA would not be terminated because
a box holder or box holders have refused to fill out a form 1583.
Mail delivery would be terminated only for those box holders.

Two, the USPS would provide specific notice to a CMRA if it
feels that it is not in compliance with the regulations. The notice
would provide specific direction as to how to cure the deficiency.

Three, no notice of potential termination would be sent unless
previously reviewed by the authorized superior of the postal man-
ager. The notice of termination shall list the party who reviewed
the notice.

This remains a work in progress, but we are hopeful that we can
resolve this issue soon with the Postal Service. We have proposed
that these changes in regulations be included in the Domestic Mail
Manual. This is the bible for postal employees and users. It states
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firmly what postal policy is on these matters. So many changes are
being made to the regulations and their implementation that it is
important that they be included in the DMM.

Congress deserves a lot of credit for moving these changes along.
Many Members of Congress have contacted the Postal Service and
urged that these regulations be fixed.

Most notably, we would like to thank Congressman Todd Tiahrt,
who sponsored a critical amendment in the House appropriations
process, and Congressman Ron Paul, sponsor of H.J. Res. 55, who
first brought this matter to the attention of Congress. The fact is
that Congress rallied to this issue early and often, which has been
tremendously helpful.

This has been a painful process for our owners and their cus-
tomers, but we think that we have established a solid working rela-
tionship with the Postal Service on this issue and we are dedicated
to making the revised regulations work and to developing a suc-
cessful joint task force on fraud.

Thank you for the opportunity to testify, and I would be happy
to answer any questions that you have on my testimony.

[Ms. Heskin’s statement may be found in the appendix.]

Chairwoman KELLY. Thank you very much. We have been called
to the floor for a vote. Because of my interest in having continuity,
we will break here and go to the floor and vote; and we will come
back and as soon as possible resume the hearing, because I would
like to have as much of this—I would like to give Ms. Taylor and
Ms. Fulcher as much time as they need to testify as well. So we
will be right back.

[Recess.]

Chairwoman KELLY. We will resume the hearing and thank you
for waiting. Let’s start with you, Ms. Taylor.

STATEMENT OF SANDI TAYLOR, OWNER, STRATEGIC
TECHNOLOGIES

Ms. TAYLOR. Madam Chairwoman and fellow House sub-
committee members’. Thank you for giving me the opportunity to
speak to you today, so that I can address the real-world commercial
impossibility, huge financial burden, and irreparable damage to my
business that the U.S. Postal Service’s rule on customers of CMRAs
(Commercial Mail Receiving Agencies) imposes upon my business.

While I support the USPS and law enforcement agencies in their
efforts to protect the public from mail fraud and other illegal activi-
ties, they must not be allowed to have carte blanche to impose
rules and regulations that destroy the livelihoods and the rights of
thousands of law-abiding citizens like myself in the process. In
their sincere efforts to protect the public, the USPS has failed thus
far to factor into their equation how these draconian measures af-
fect thousands of legitimate small business owners.

I am a self-employed executive search consultant who has earned
my living in this profession since 1978. I have been a single parent
of three children, with my office in my home, for most of the past
20 years. Since 1988, I have used the same Mail Boxes, Etc. ad-
dress of Strategic Technologies, 2183 Buckingham Road, Suite 232,
Richardson, Texas 75081, as my business address, for very sound
business reasons:



9

One, as a single female, I do not desire to publicize my home ad-
dress across the country, much less around the world. My clientele,
both clients and candidates, is 99 percent male. A large part of the
service my clients require of me is to screen out candidates who do
not meet their requirements, for any number of reasons. Histori-
cally, some of these passed over individuals have become disgrun-
tle(:id, and it could be very dangerous for them to know where I re-
side.

Two, if the USPS is allowed to refuse to deliver my business
mail, returning it to the sender based solely on the wording “Suite
232,” it will result in a substantial loss of my income, cause an on-
erous expense to me, drastically impact my business for years to
come, and inflict an unwarranted stigma upon my professionalism.
The business address I use, “Suite 232,” presents a professional,
image which is very important to small business owners like my-
self—and causes absolutely no harm to anyone.

I am in a very competitive industry, and I have worked very
hard over the years to earn, build and maintain an impeccable rep-
utation. I cannot afford to allow anything to result in even the
slightest lessening of my professionalism—which is exactly what
the enforcement of this rule will do.

On Thursday, October 7, 1999, I spoke with Richard Hallabrin,
Executive Director of Public Relations at Mail Boxes Etc.’s cor-
porate office, at which time he told me that the incoming postal in-
spector and the CMRAs had “accepted a compromise with the
USPS” that they considered to be the best alternative—to give cus-
tomers the option to use PMB or the pound sign in their mailing
address, but than they absolutely could not use “suite”.

I explained to him that this compromise did not solve my prob-
lem, as I had used “Suite 232” as my business address for almost
12 years. Further, Mr. Hallabrin told me that MBE’s policy has al-
ways been that customers should not use the latter wording in
their business address, and if I were to check my contract, I would
see that I had been in the wrong all these years.

I obtained a copy of my original contract, dated May 9, 1988, at-
tached to my written testimony as addendum A, wherein it gives
the following instructions:

“Important: In establishing your mailing address, your mail box
number is designated as a suite number.” And it is in there, I
might add, in three different places.

I have been informed by MBE franchise owners that several
years ago, MBE corporate instructed its franchisees to tell new cus-
tomers to use the pound sign, but that they should not say any-
thing to existing customers like myself, because those customers al-
ready had established business addresses.

I have paid many thousands of dollars over the years to have
this address printed on business cards, stationery and brochures.
I have also paid many tens of thousands of dollars for advertising
in industry trade publications. I have distributed countless thou-
sands of business cards at an average of half a dozen trade shows
per year. I am known within my industry specialization throughout
the U.S., Europe, the Pacific Rim and South America.

In addition to my using this address in advertising in profes-
sional industry trade publications, this same address has been pub-
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lished in many plastics and composites industry, as well as non-
industry specific publications, including directories, databases,
mailing lists, e-mail lists, outplacement and resume services, et
cetera.

“Addendum B” in your copy of my written testimony is a 3 page
representative list of those professional publications that I adver-
tise in, subscribe to, or have given my consent to be listed in, as
well as those in which my business is listed based upon the pub-
lisher’s assumed consent.

I receive 200 to 300 unsolicited resumes in the mail each week,
not including candidates I have recruited, telephone calls, referrals,
new client contacts, and unsolicited candidates’ resumes received
via fax and e-mail. My database contains more than 55,000 names,
with several thousand more yet to be entered, and the list grows
daily. It is not physically, technically nor financially possible for me
to identify and notify everyone necessary as to an address change.

The USPS rule would cost me tens of thousands of dollars in ad-
ditional advertising costs, not to mention many more tens of thou-
sands in lost income. I offer as an example my experience of two
years ago when the Dallas telephone area code was split. I have
paid a monthly fee for the past four years so that my old phone
number will roll over to my present phone number.

I discovered, months after the area code change, that the Public
Utility Commission took my old phone number away from the
phone company; as a result, individuals trying to contact me at my
old phone number reach a recording that says “This is no longer
a working number.” I have since learned that I have lost many
thousands of dollars in income as a result of the area code change.
I estimate that the area code change cost me approximately
$15,000 for printing and mailing of new stationery and business
cards, an additional $20,000 for increased advertising in industry
trade journals to publicize the area code change, and at least
$100,000 in lost income. I do not want, and I cannot afford a repeat
of this situation.

In closing, it is my contention that the USPS does not have any
justifiable reason to deny the delivery of my business mail ad-
dressed to Suite 232. If the mailed item has the proper postage,
then their job is to deliver it to its destination—my business ad-
dress.

I hope that you now have a better understanding of how dev-
astating this rule is for small business owners like myself, and how
the USPS’s proposed extension for its enforcement of the rule to
April 26, 2000, does not solve our problem. I and thousands of
other legitimate small business owners are asking for your help to
keep the USPS from destroying our livelihoods.

Again, thank you for your time, and I will be happy to answer
any questions you may have.

Chairwoman KeELLY. Thank you, Ms. Taylor.

[Ms. Taylor’s statement may be found in the appendix.]

STATEMENT OF JULEY FULCHER, PUBLIC POLICY DIRECTOR,
NATIONAL COALITION AGAINST DOMESTIC VIOLENCE

Ms. FULCHER. Thank you Chairwoman Kelly and members of the
Subcommittee. On behalf of the National Coalition Against Domes-
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tic Violence, I thank you for the opportunity to address the safety
concerns of battered women in relation to the new postal regula-
tions.

The National Coalition Against Domestic Violence is a nation-
wide network of approximately 2,000 domestic violence shelters,
programs and individual members working on behalf of battered
women and their children. I am here today because we are dis-
turbed by the circumstances under which personal information can
ge released under the new regulations of the United States Postal

ervice.

Each year, 1.4 million Americans are stalked. One in every 12
women will be stalked at some point in their lives and 59 percent
of these women will be stalked by their current or former intimate
partners. Stalkers can be very persistent, especially domestic vio-
lence stalkers. A domestic violence or stalking victim must be al-
lowed to take steps to protect herself where we cannot protect her.

When Jane left her batterer, he became her stalker. She moved
and obtained a post office box in order to keep her new address se-
cret, but he found her and was waiting for her at her post office
box. She moved to another State and got a new post office box, but
again her batterer was waiting for her when she went to pick up
her mail. Jane moved from State to State only to be found again
and again. In desperation, Jane went to domestic violence advo-
cates in her newest hometown, as well as to various law enforce-
ment officials to get advice on how not to be found this time. She
learned that many other women had suffered the same problem,
and she was advised to obtain a private mail box, or PMB. Jane
did so and still continues to live peacefully in that same town. Un-
fortunately, since August 26, 1999, she has been unable to receive
her mail because all delivery to her PMB was stopped when she
refused to provide her home address on the Form 1583 now re-
quired of PMB users.

Under the final rule issued on March 25, the Form 1583 must
be completed and placed on file with the Postal Service in order to
receive mail. The form requires a home address and telephone
number and traceable information from two forms of identification.
It even requires the names and ages of any children that may re-
ceive mail through the PMB. Under the August 26 proposed rule,
that information may be provided to any government agency re-
questle;rs. This policy puts the lives of many women and children
at risk.

The Los Angeles Stalking Victims’ Handbook advises victims to
use a Private Mail Box service to receive all personal mail. They
also recommend that victims use suite numbers rather than box
numbers because it does not alert the stalker that it is a PMB.
These recommendations come from experienced workers in the field
who understand the persistence of batterers and other stalkers and
who have seen the ways that these criminals locate their victims.

Now advocates and law enforcement officials are left without any
assurance that victim information will be adequately safeguarded,
and none of us can blame Jane and other women like her for refus-
ing to provide their home addresses on the Form 1583. We under-
stand that the purpose of the new regulations is to prevent crimi-
nals from using PMBs to commit fraud. We respect the need to ad-



12

dress this problem. However, personal information about mail box
holders should not be released without a warrant.

We are very concerned about the dissemination of addresses even
to law enforcement personnel without the proper checks and bal-
ances required by judicial involvement. If the information is needed
as part of an official investigation, a warrant should not be difficult
to obtain and would provide an important added protection for bat-
tered women. Anything less increases the possibility that the lives
of battered women and their children will be endangered by unwit-
ting release of information by law enforcement officers to a
batterer. Moreover, the August 26th proposed rule allows that in-
formation can be given to all local, state and federal agencies cre-
ating broad categories of individuals who are granted access to this
information without any restrictions on the reasons for which that
information can be obtained.

A similar concern exists for battered women’s shelters. Shelters
house many victims of domestic violence at one time; putting one
woman in danger puts all shelter residents in danger, including
their children. Disclosure of the shelter location can be especially
critical to these families’ lives. The threat is so great that many
shelters do no publish their addresses, withholding addresses even
from other domestic violence service providers. For this reason,
shelters will commonly use a post office box or a PMB for receipt
of mail.

Again, the new rule allows for disclosures broadly to federal,
state and local agencies. Once this information has been turned
over to these agencies, there is nothing to prevent that information
from being further disclosed to others or included in documents
that are available to the public.

The regulation unacceptably places shelter residents and workers
at risk without any clear connection to a legitimate law enforce-
ment purpose. The safety needs of the women and children seeking
refuge in a shelter obligate us to hold shelter locations confidential.
It is imperative that no one obtain a shelter address without a war-
rant. And I will just add that there is an article in the Washington
Post today about how the Supreme Court has just held that police
cannot search a murder scene without a warrant, but apparently
we can turn over the individual’s home address without a warrant.

Finally, if PMB holders are going to be required to submit the
completed 1583 forms, it is critical that the Postal Service develop
a protocol to help ensure adequate security for the information,
such as a secure filing system with restricted access and a formal
system of recording releases of information. A protocol such as this
one could mean the difference between life and death for a battered
woman.

Keeping the personal information of Private Mail Box owners
confidential is essential in protecting lives. The National Coalition
Against Domestic Violence understands the need to develop regula-
tions that address the legitimate mail fraud concerns of the United
States Postal Service, but we must not do so at the expense of bat-
tered women, their children, shelters, and stalking victims who uti-
lize commercial and post office mail boxes.
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We call upon the United States Postal Service and Members of
Congress to address this issue without compromising the safety of
women and children who are struggling to survive.

Thank you.

Chairwoman KeLLY. Thank you very much, Ms. Fulcher.

[Ms. Fulcher’s statement may be found in the appendix.]

Chairwoman KELLY. As we have heard this morning, this is a
very difficult issue. But I would like to begin with some questions.
I have some questions here that I would like to ask you, Mr.
Crawford.

In the supplementary information that USPS issued accom-
panying the March 25, 1999 proposed rule, the Postal Service said,
“the sole purpose for the rule is to increase the safety and security
of the mail. The rule is designed to benefit both businesses and
consumers by reducing the opportunities to use the mail for fraud-
ulent purposes.”

Do you think that statement accurately reflects the general in-
tent for the final rule?

Mr. CRAWFORD. I think it does, but I would like to add to it that
the main focus that we had for this rule is the protection of the
American public, businesses and to keep fraud out of the mail
stream.

Chairwoman KeLLY. Mr. Crawford, perhaps you would like to ad-
dress how protection of the American public is entrained in the
rule to Ms. Fulcher and explain to her how people she is rep-
resenting here on the panel today are protected by your rule?

Mr. CRAWFORD. I can fully understand and sympathize with her
and any battered person. We have tried to work with organizations
to try to determine the best way to approach the problem.

In terms of release of the information, we went back to the Post-
al Service; we were trying to bring everything in line. In Postal
Service regulations for a post office box, there was a stipulation
that information could be released to the public on a box holder if
that box holder was doing business with the public. That was basi-
cally something that was put in place because of pressure put on
the Postal Service in response to businesses, and consumer groups,
and people doing business with organizations, or small businesses
and large who were operating out of post office boxes.

We went back and revisited that and said that we would not re-
lease the information to individuals even if they were doing busi-
ness out of those boxes, whether it is with the CMRA or with a
P.O. Box.

I think that this would all apply to battered persons who are op-
erating businesses out of their home. That was the initial concern
that we had.

Chairwoman KELLY. We are not talking about battered women or
men operating businesses here. We are talking about battered
women who are trying to escape their stalkers and batterers. Ms.
Fulcher, feel free to jump in here. I think it is important to have
a dialogue between you two on this point.

Mr. Crawford, when did you start working with the battered
women’s shelters and with the National Coalition Against Domestic
Violence and some of these other groups?

Mr. CRAWFORD. I don’t have the exact time on that.
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Chairwoman KELLY. Mr. Spates?

Mr. SPATES. I can’t give you the exact date, but when we were
first contacted, we met with representatives—Ms. Fulcher and rep-
resentatives from the inspection service and they described the sit-
uation. Two things occurred, one regarding the temporary shelters
that battered spouses go off to. In our discussions with them, since
those were temporary shelters, they are treated as hotels, et cetera,
and would not be subjected to the CMRA regulations. The privacy
issues were a main concern, and that was one of the reasons that
we met with the other groups, and that is why we put out the pro-
posed regulation, to make the change in the privacy statement on
the back to delete it.

We have preliminary responses back, showing that out of 287 re-
sponses on removing the privacy statement, 232 of them reflect
what Ms. Fulcher said: We need tighter restrictions on when that
information can be released. Considering that, there was over-
whelming support for what she just said in releasing the informa-
tion. I am sure that would all be taken into consideration.

Chairwoman KELLY. But you have gone ahead and issued a rule.

Mr. SPATES. That rule was issued before. In fact, the rule was
originally published in the Federal Register in August 1997. We got
comments back at the last minute from CMRASs, primarily; and
then there was pressure from the CMRA industry to publish the
rule again to give more adequate time for people to comment. So
the rule was republished. We still received no comments from the
interested groups until we finally put the rule out in March. Then
they all came.

Chairwoman KELLY. Were you waiting for everybody to read the
Federal Register, or did you do any outreach to try to meet with
these groups? What about Ms. Taylor’s group and how are people
that are effected supposed to know except to read the Federal Reg-
ister? What kind of outreach did you do prior to the promulgating
of the rule?

Mr. SPATES. The outreach was primarily through the CMRAs.
Some of these interest groups we were not aware of.

Chairwoman KELLY. I am sitting here with Postal Bulletin 21982
as of 10-8-98. I have the Privacy Act statement.

According to reading this, even I can get the information from
somebody who has a postal box, a P.O. Box. You are saying that
anyone who is going to go to a CMRA is going to sign an agreement
that a PMB will be subject to the same Privacy Act statement that
I am looking at here which means that you are not offering any
further protections to these people who are trying to restart their
lives and escape stalkers and batterers?
hAl‘;e you going to try to address this now or where are we with
this?

Mr. SPATES. As a result of the feedback, we published in the Fed-
eral Register to eliminate that statement and information would
not be provided except under certain restrictions. In the interim,
while that proposal was issued, a letter went out from our chief op-
erating officer and a follow-up letter went out just as a reminder
back in July: Do not release any information on anybody renting
a post office box or private mailbox until we reach resolution on
this privacy statement. That is the proposal that I was just refer-
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ring to. We have the comments back from the people who saw the
Federal Register notice, and it has a lot of publicity on this one be-
cause of all of the activity around the privacy issue.

Chairwoman KELLY. There are a number of more questions that
I want to ask about this specific area. I would like to be able to—
and I am going to hold the hearing open for 14 days for people to
submit questions for answering because I myself will have some
more.

In the interest of time, I want to move on because I still have
some other questions.

I want to specifically hone in on a couple of things. You are cur-
rently regulating the CMRA industry. You are trying to improve
the “safety and security of the mail,” and I think that is a valid
goal. You are trying “to bring provisions in line with those gov-
erning,”—and I am taking these as quotes from you—“with those
governing post office boxes.”

I have to assume that the P.O. Box industry currently has more
effective regulations to help deter and expose the types of fraud
that the regulations address. Is that correct?

Mr. SPATES. Referring to fraud and post office boxes?

Chairwoman KELLY. Yes.

Mr. SpaTES. I have to yield to Mr. Crawford.

Mr. CRAWFORD. I would say yes. What we have seen during the
1970s and 1980s, the choice for most of the scam artists was P.O.
Boxes. But with the proliferation of CMRAs, they have started to
migrate from P.O. Boxes to CMRAs merely because of the fact—
and this is based on comments that we have gotten from inspectors
in the field who have interviewed people that they have brought in
relative to these cases, and they have just asked them the simple
question why did you use a CMRA? The response was because
there was no identification required, and it is easier to secure a
CMRA box than to get a P.O. Box. With the P.O. Boxes our employ-
ees were required to get specific identification from an individual,
and it was maintained there at the Postal Service.

Chairwoman KELLY. Do you have any statistics to show what you
are talking about, Mr. Crawford?

Mr. CRAWFORD. No, I don’t.

Chairwoman KELLY. The Postal Service has done no studies?
They have no quantifiable analysis, no statistics at all to support
the promulgation of the rule. Is that what I hear you saying?

Mr. CRAWFORD. To my knowledge, there was nothing done rel-
ative to that.

When we got involved in the CMRA issue, it was based on mere-
ly—the information that we were getting from the credit card in-
dustry, as well as from other law enforcement agencies, is that
they had seen a proliferation in the use of CMRA addresses for
crimes.

Chairwoman KELLY. In your statement to us, you say and I
quote, “The amount of illegal activities conducted through private
mailboxes is significant.” If you haven’t done any studies and you
don’t have any quantifiable numbers, how do you know the accu-
racy of your statement?

Mr. CRAWFORD. I would say that the accuracy of that statement
is based on those cases that I gave you.
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We went through our database in the Inspection Service, our in-
formation database, and pulled up all of the cases that were related
to crimes being perpetrated, whether it was fraud, credit card
scams, any types of crimes, and we used that information. We
didn’t do a complete analysis of the information, but we saw that
we did have a problem; and like these cases that I have shown you
where we have people who are operating out of Canada and other
locations, who will have hundreds of CMRA boxes in the United
States, these individuals never set foot on United States soil and
they are ripping off the American public. The money is going out
to these individuals.

And to quantify it, if I came in and told you, just like here, I
have two cases that I related to you and someone would say we are
only talking about two cases out of thousands of cases that the In-
spection Service investigates. Then we have to go into the number
of people who are being victimized by these scams.

Chairwoman KELLY. But you don’t have any idea how many
there are?

You have not done any studies?

Mr. CRAWFORD. We never maintained the information in a form
where we could go in and just pull up cases based on CMRAs. You
know, we have realized the error of that. We have gone back and
our IT people are in the process now of giving us fields where we
can capture that information.

Chairwoman KELLY. It is a tough problem, Mr. Crawford. You
are trying to protect the American public and yet protect the
public’s privacy.

I want to ask you a question about whether or not the Postal
Service has any records about the amount of fraud or criminal ac-
tivity emanating from addresses with people using post office
boxes? Do you have that kind of information?

Mr. CRAWFORD. No, we don’t.

Chairwoman KELLY. You don’t have any information about that
either?

Mr. CRAWFORD. No, we don’t.

Chairwoman KELLY. You will regulate the CMRA industry, as-
suming fraud, but you will not assume fraud from our own post of-
fice boxes? I find that difficult because—maybe it is because I don’t
think that the government should be interfering with people’s pri-
vacy to such an extent. Whether I have a post office box from you
people, or I get one from the CMRA, I am concerned about people
being able to lead private lives. And most people don’t rent these
boxes to commit fraud; most people are pretty honest, and they
have good, strong reasons why they have done what they have
done.

You are telling me that you have done no studies for either your
own post office boxes or for CMRA?

Mr. CRAWFORD. Chairwoman Kelly, I agree with you 100 percent.

Chairwoman KELLY. Is that what you said?

Mr. CRAWFORD. Yes, that is exactly what I said. But can I con-
tinue?

Chairwoman KELLY. Please.
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Mr. CRAWFORD. What I was saying to you was that the informa-
tion that we gathered was based on cases that we had coming from
all of our divisions.

Believe me, if we had seen a proliferation of crime activity in
P.O. Boxes, that is where we would have directed our attention.
What we saw was the CMRAs. We just didn’t jump out of the box
and start to ask for changes.

Several of our divisions of the Inspection Service conducted au-
dits of CMRAs and postal facilities to determine what is causing
this, what is causing the criminals to go to these facilities. The
audit was expanded, but we didn’t take that information and roll
it up and come up with any statistics on it that we were going to
use on a national basis. But we did see from those audits that
there were certain things that the CMRA industry and the Postal
Service were not doing, and it was incumbent upon us to try to cor-
rect those breakdowns.

Chairwoman KELLY. I have one problem with what the USPS
has provided to Chairman Talent. When he asked for specific infor-
mation from the USPS, they sent five pages of anecdotal evidence
of criminal investigations within the CMRA industry. But you have
not produced any kind of an analysis to estimate the amount of the
fraud that is representative over the course of any time period, let
alone 6 months, a year. We don’t know what time period these
anecdotes are coming from.

I think it is incumbent upon you to come back to this committee
with some information based on time and something besides anec-
dotal evidence. I think it is important that you come to the Com-
mittee. If all you have got is anecdotal evidence, similar to the kind
of thing that you have done, I don’t see how you can argue that
fraud doesn’t exist in your own Post Offices. So I would like to see
you come back to us with some information for not only me, but
I am sure Chairman Talent would be interested in that also.

Mr. CRAWFORD. I didn’t say that fraud didn’t exist in our P.O.
Boxes.

Chairwoman KeLLY. Okay.

Mr. CRAWFORD. At least I hope I didn’t say that.

Chairwoman KELLY. I don’t understand how you can write each
individual regulation in the way that you have. You had to make
some kind of a determination on how each regulation was going to
deter fraud. I have a list of the regulations that you have promul-
gated in your rule. If I quote that supplementary information, “the
rule clarifies and updates the requirements to be consistent with
other current postal rules, policies and requirements.”

Isn’t that really sort of the basis of how you drafted the regula-
tions?

Mr. CRAWFORD. The Inspection Service has to maintain the sanc-
tity of the seal. When people put mail into the mail stream, they
are expecting it to go from point A to point B without being victim-
ized, whether it is stolen or someone is ripping them off with a
crime. That is what we were looking at when we were trying to
bring the CMRA forms in line with the forms that were being used
by the Postal Service, which required some form of identification.
It was the whole issue of an individual being able to go into one
entity and be able to secure a box and maintain total anonymity.
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When we would have folks from the public contacting us to say
that they had been ripped off or victimized by some scheme, and
it is being operated out of a suite at—you know, Suite 300, Penn-
sylvania Avenue, and we go to those locations, based on the infor-
mation that is available and we see that it is a CMRA address, and
there are no leads to take us to who the perpetrators were.

Mr. SPATES. May I add something?

Chairwoman KELLY. By all means.

Mr. SPATES. The 22 attorneys general, which now I believe is up
to 28, the primary thing is when you use a post office box, it says
post office box on the address. When you use a CMRA, you can use
number, suite, what have you. These 20-plus State attorneys gen-
eral are looking at State legislation to prohibit the use of suite, et
cetera. So the post office has a better chance of eliminating fraud
because the person who is responding to that address knows that
physical address is a box. With a CMRA they don’t know whether
it is a box or a suite. A little over a year ago NBC News in “Fleec-
ing of America” did a major case on Medicaid fraud involving
CMRAs because they thought that they were sending checks to
medical suites when it turns out to be a box about this big. That
is the difference between a post office box and a CMRA. You know
that you are mailing to a post office box. You don’t know that you
are mailing to a Private Mail Box.

Chairwoman KeELLY. Thank you.

I am still struggling with this a little bit. Mr. Crawford, it seems
that you are arguing both ways. If you don’t know what the prob-
lem is, how can you fix it? You don’t have anything out there, you
have to know what is broken before you can fix it, it seems to me.
If I took my car to an automobile mechanic and I said, as I usually
do, “the engine is going clunk, clunk, clunk when I try to start it,”
he will pop up the hood and say, “try to start it.” He will analyze
the problem. Then he and I will agree what needs to be done and
a price.

That is kind of standard operating for most businesses and—
what I don’t understand here is how you can fix the car without
popping up the hood and analyzing what is going on underneath.

On page 8 of your written testimony, you claim that after two
comment periods the USPS studied and considered the comments—
those comments for well over a year before issuing the March regu-
lations. Now, is that correct?

Mr. CRAWFORD. I would like to refer that to Mike Spates.

Chairwoman KELLY. It is on page 8.

Mr. SPATES. That is true. When we got the comments back, 8,000
of them, primarily from CMRA owners and box holders, we went
through those comments. We strategized within our own organiza-
tion what is the best approach to take. We had not heard from
these other interest groups at that time. We decided to go forward
based on the comments that we had with the March 25 issuance,
and that brought all of the attention to this issue.

As we said in this opening statement, we have met with these
interested groups ever since that time. They are sort of like the me-
chanics that you use in your analogy. We knew that there was a
problem. We brought all of these people together and—how can we
work out a compromise and come to a joint resolution? The witness
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from the CMRA industry said they are interested in preventing or
reducing fraud themselves.

What came out of all of this is the industry working together and
at the same time trying to satisfy the particular needs of groups
like the National Coalition Against Domestic Violence.

Chairwoman KELLY. Mr. Spates, I am glad you brought up the
8,000 organizations that responded to you.

According to your supplementary information preceding the stat-
utory language, you state that “nearly 8,100 organizations and citi-
zens oppose the 1997 proposed rule compared to 10 that generally
supported it.” Yet in the July 13th letter that you sent to Congress-
man Talent, you state “during the notice and comment period the
Postal Service received 8,107 letters. They included expressions of
support from organizations representing thousands of leading busi-
nesses, key law enforcement agencies, and millions of American
consumers including”—and you list a group of people. “Most of the
letters opposing the changes were form letters,” and that is the
final sentence in that paragraph.

I can’t figure out why you state here that there were nearly
8,000 people—in this supplementary information you State nearly
8,000 organizations and citizens opposed your 1997 proposed rule,
and in your letter on July 13 you imply that those 8,000 people
were supportive of what you were trying to do. Can you tell me
how those two figures—I am confused. Can you unconfuse me?

Mr. SPATES. I am not familiar with the letter that you are refer-
ring to.

Chairwoman KELLY. The letter is signed by Sheila T. Meyers,
gnd it came from Government Relations of the United States Postal

ervice.

[The information may be found in the appendix.]

Mr. SPATES. I am not aware of the letter, but the first statement
was accurate.

Chairwoman KELLY. This came to Chairman Talent in a letter
July 13, 1999. And perhaps you would like to go back and in our
further dialogue, you would like to bring both of these statements
into some kind of compliance with each other.

Mr. SPATES. The first statement was accurate. There are 8,107
letters opposed, and that was made up of CMRA owners, which is
a little less than 10 percent. The rest were made up of CMRA box
holders. There were 10 letters of support, but they were from asso-
ciations such as the International Association of Financial Crimes
Investigation, Secret Service, Visa, Wells Fargo, American Bankers
Association, Discover, American Financial Services Association.
They were groups. Those 10 were from groups representing major
parts of industry.

Your first numbers that you had were correct. The ones in the
letter, I am not familiar with the letter—it is turned around, the
way that I understand it.

Chairwoman KELLY. I hope that in your further dialogue with
this Committee you will be familiar with the letter and let us know
what happened with those numbers. My final question here, when
the USPS stated in the final rule that, “compliance would put the
CMRASs out of business”—and I am quoting—“the rulemaking ap-
pears to discriminate against them because of their choice of an ad-
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dress,” “these requirements are burdensome and unnecessary and
the current annual submission is sufficient,” “the PMB designation
is unnecessary and a stigma that unfairly portrays the customer
CMRA as unsavory,” “CMRA customers will incur costs to print
new stationery and to notify all current correspondents of the ad-
dress change,” “there is no requirement or opportunity to allow the
CMRA to come into compliance,” and when “CMRAs expressed con-
cerns for their customers’ privacy,” this was not noted.

What did the Postal Service do to take all of these statements
and interests into account before you promulgated your final rule?

Mr. SPATES. Those statements and issues never surfaced until
after the final rule. The two

Chairwoman KELLY. They are stated in the final rule, Mr.
Spates. They are stated in the final rule.

Mr. SPATES. But I am talking about the details worked out with
the lf(‘)ther interest group. Those came from the CMRA industry
itself.

Maybe I misunderstood your question.

Chairwoman KEeLLY. When you stated in your final rule the
things that I enumerated, you did not state what USPS had done
to try to take the interests of the CMRAs into account. You simply
stated these things and let them stand for themselves and went
ahead and promulgated the final rule, and these were stated in
your final rule.

Mr. SPATES. I am sorry, I misunderstood your question. I thought
you were talking about the interested groups that we were working
with after. That was my mistake.

Chairwoman KELLY. No, these were people during the comment
period who commented, apparently to no avail and of no interest
to the USPS here because they were stated, which is a very worthy
thing; but on the other hand, I don’t see what the Postal Service
did to take these interests into account.

Mr. SPATES. First of all, we were trying to mirror the regulations
as they apply to post office boxes. The post office box has a par-
ticular addressing requirement, and it also has a privacy statement
on the back of it. We wanted to apply that to the group. We felt
taking away not requiring PMB or some designation to let you
know it is a Private Mail Box would deter what we are trying to
do from the fraud standpoint, and this was brought up strongly by
the States’ attorneys general because they said if we don’t do it,
they are going to do something locally, and then you are going to
have a different mixture. That is why PMB stayed in there.

The privacy statement was put in there because it was on the
post office boxes, and then that came out. As a result of the final
rule, people were opposed to it.

All we are trying to do is match it up, the requirement where we
had a year, changed it from a year to a quarterly update provided
by the CMRAs, because of the turnover rate they have—in private
mailboxes in cases of fraud, they are not there very long. We want-
ed an updated list. It does not create any more paperwork. They
still have the 1583 on file; they just have to tell us where there is
a change.

Chairwoman KELLY. Mr. Spates, that sounded terrific, but quite
frankly, I don’t think that it answered my question.
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We will want a further answer to my question.

At this point, I thank you, Mr. Pascrell, for indulging me in a
longer questioning period and I am going to turn this over to you.

Mr. PASCRELL. First of all, I want to thank Mr. Crawford for your
candor because I can only conclude from that candor that on the
process side of this I think there is much that is desired here. You
leave much to be desired—not you personally, I think the process
itself. It is a bit convoluted, and when we go back to the March
25th date, because I don’t want to spend too much time on process,
I am a results kind of person, but these regulations were promul-
gated on March 25th. You didn’t start—the post office didn’t start
meeting with small businesses until after the promulgation. It
would seem to me that the small businesses, those affected, those
organizations affected, should have been with you at the table be-
fore the promulgation of any rules and regulations.

This leaves a lot of question here. It also leaves a lot of question,
the fact that you don’t have much live data to begin with. So I be-
lieve that the process is flawed, and I believe you need to do some-
thing about it rather than just catch up.

I want to deal now with substance, if I may.

There are two issues here: the issue of cost and the issue of pri-
vacy as I see it. On the issue of cost, well, you moved the deadline
to April of 2000 from October of 1999 as I understand the testi-
mony. So, therefore, it leaves me with the conclusion that you could
just as well stretch it to the year April 2001. And therefore when
people are providing stationery and things like that, there is a
changeover anyway, and I think the cost could be worked out.

How do you determine the dissemination of these addresses?
How do you decide—who decides on whether information about
these addresses and post office boxes is disseminated? Who makes
that decision?

Is there any public dissemination, Mr. Spates?

Mr. SPATES. Public dissemination, as far as letting them know
what happened?

Mr. PASCRELL. No, as to actual numbers that you are now re-
questing, who can go into a post office, who can go into one of these
private association—the carriers, the—and ask for information
about these post office boxes? Who is allowed to do that? Anybody
can go in, right?

Mr. SPATES. If John Q. Public walked into the post office and his
business is being conducted with a company using a post office box,
they can get information regarding where they are doing business,
if they are doing it from their home. Up until July 1, yes, anybody
can go in there.

Mr. PASCRELL. Anybody. So there is no real need to know. The
information is just requested; the information is presented. Does
that make sense to you? Aren’t there problems there?

Mr. SpaTES. That is our policy. When we applied it on the CMRA
side and went back in history and tried to find out what triggered
that, to put it on the P.O. Box, they couldn’t track how long that
was put on post office boxes for information purposes. Now with a
lot of small home offices, they decided we should pull it from post
office boxes and from CMRAs and not provide that information
other than as we mentioned before.
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Mr. PASCRELL. Do you keep a record as to who asks for this infor-
mation?

Mr. SPATES. I would have to go back and check.

Mr. CRAWFORD. Not to my knowledge. That is for people who are
doing—like Mike Spates said, individuals doing business with the
public out of that box. The stipulation or the rule had always been
that for business purposes if an individual contacted the Postal
Service to find out who this individual was, the information was re-
leased to them.

Mr. PASCRELL. So you want to address the problem of fraud. You
want to—although we do not know statistically, or anecdotally we
have stories, but we don’t have numbers as to how severe the prob-
lem is. We know that the problem does exist, and I think we would
be a fool to think that it doesn’t.

So I think—it is very easy for me to conclude that what is on
paper for us to react to is almost like a knee jerk reaction to try
to address the problem of fraud without getting an understanding
of what the privacy issue means.

I think if you would go back to the embryonic stages of this
thing, if we would have sat down—if we sit down with the organi-
zgtions that I mentioned before, I think a lot of this could be avoid-
ed.

Mr. CRAWFORD. I agree with you 100 percent.

Mr. PASCRELL. Now we have a lot of things to make up. And you
understand the questions that are being asked today; they are very
pointed and direct. And they are very real, and I think they are
fair questions. Don’t you think so?

Mr. CRAWFORD. I most certainly do.

Mr. PASCRELL. How do we preserve privacy and at the same time
have access on the need to know from government agencies that
are dealing in search of crimes? How do we do that? Do you think
that you've resolved that question? Do you think that you’ve an-
swered that question up until now, or do you think that you have
a long way to go?

Mr. CRAWFORD. It hasn’t been answered, but I don’t think that
we have a long way to go to get to a conclusion on that. What we
are doing right now—like Mike Spates has said, ideally we should
have met with all of these groups, but we didn’t know who all of
the various groups were.

You know, the process, we thought it was to put the information
into the Federal Register. As Chairwoman Kelly said, then we are
relying on everyone to read the Federal Register. We were relying
on those different organizations that represent the various groups
to read the Federal Register and pass that information on.

Again, in an ideal situation, we would have known every one of
the facets that we should have checked into. We didn’t. That is why
we have gone back. We have met with the different organizations,
and in the process of doing that beginning in April, former Chief
Postal Inspector Ken Hunter—he met regularly with the various
groups and invited—I mean, the meetings just started to grow and
grow because other organizations were being made aware of this
and they were coming into the meetings.

Mr. PascreLL. Mr. Crawford, tell me where my logic is faulty
here. It would seem to me, before you begin to enforce a regulation,
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before you enforce the regulation, that you be more substantive as
to what you are doing. It would seem to me—and correct me if I'm
wrong, I will stand corrected—that we are putting the proverbial
cart before the horse here, and I think that has caused a lot of
problems, and I think you need to address this.

I think these are very serious problems. In fact, you may be con-
tributing more in the process that you have highlighted today—
without resolving the privacy issue, you may be doing more to en-
hance those who want to break down the privacy in the United
States than you would like to. You may be the greatest contributor
to the dissemination of information that is nobody’s business in
your attempt to fight fraud because of how you have gone through
procedurally to get to this conclusion.

I mean, if—you should not start enforcing a regulation unless
you are on sound ground. And your testimony today—and I think
it is candid and I respect your candor—is such that you either
should—and I can’t tell you what to do. You either should remove
the implementation of the regulation this afternoon, or you need to
provide to us the data upon which that enforcement, that imple-
mentation exists. Otherwise I believe that the post office itself, that
the department itself is promulgating rules and regulations that
should not be in existence. I have no other conclusion.

I want to ask you another question.

If a number sign on a box would allow consumers to know the
exact type of establishment to where they are mailing something,
would that—is that part of what we are talking about here? Is that
part of the regulation, as I understand it?

Mr. SpaTES. We originally had PMB and working with all of
these interested groups, it was going to be PMB—the recommenda-
tion came Private Mail Box or pound sign, one or the other. You
cannot use “suite.” You cannot use anything else that may indicate
that it is anything other than a mail box. When you see a number
sign, you may think that is an apartment. We have what we call
1-800 call centers and the software is going to be modified because
John Q. Public doesn’t necessarily know how to use a computer or
have access, can dial up and give the address if they want to verify
if that is a CMRA, and they will tell you.

That is not going to do you any good unless you do an education
program to let them know what PMB and number sign mean. The
industry and Inspection Service and the Postal Service operations
are going to participate in jointly educating people, what PMB
means and what the number sign could mean and how you can ac-
cess information to find out.

Mr. PASCRELL. I think what you have heard from us on this side
of the table is that we admire your attempt, Mr. Crawford, to ad-
dress the issue of fraud and crime. I think that is important. There
is a lot that goes on in the postal department, and you want to try
to get a handle. But this—like profiling; you stop cars on a high-
way because the people driving the cars look like something. You
are punishing everybody in order to prevent and protect.

I think sometimes you need to do that, but I think you ought to
be a little more careful and your words are clearer than my words
that you haven’t been, and I say to you if you have enforced this
regulation with many of these open-ended questions still in mind,
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I think you ought to rethink where you are at this time. You may
come back to the same point, but I think you will have more to
stand on and you will have more supportive evidence, and I really
question the direction that you are going in on this matter.

So I applaud your candor. I applaud—I don’t applaud your con-
clusion, and I think you ought to take a look at that very carefully,
and then you will have all of us on the same side of the fence.

We all want to do the same thing, but I don’t want you to punish
people simply because they are using the mail or simply because
they are using—the two young ladies that spoke today, their issues
are real and need to be addressed and you've admitted that they
were not addressed before the rules were promulgated.

Mr. CRAWFORD. Congressman Pascrell, there was no intent to
punish anyone——

Mr. PASCRELL. I didn’t think there was.

Mr. CRAWFORD [continuing]. In the whole process.

Mr. PASCRELL. The intentions may be one thing, but the results
may be another.

Mr. SpATES. Hindsight is 20/20. If we knew about these associa-
tions beforehand, we would have sent the Federal Register notice
directly to them. But that does not mean that we cannot correct
past errors in coming up with a compromise.

Mr. PASCRELL. You are enforcing the regulations.

Mr. SPATES. You have to have the form completed to act as an
agent to deliver. What is not being promulgated right now is the
release of information. That was stopped July 1. The Private Mail
Box designation and the number sign still don’t go into effect until
April of 2000.

One thing that has been stopped right now is the release of any
information on privacy awaiting the results—and we haven’t gone
through the detailed comments that came up through the original
proposal on privacy.

Mr. PASCRELL. You are going to tell us about that? When are you
going to do that?

Mr. SpATES. Right now, all I know is the profile of support, and
the major thrust is, as was brought up by the Coalition Against Do-
mestic Violence, tougher restrictions on who can get access to the
information.

Mr. PASCRELL. If you were a governmental agency per se, you
would have to come before the Congress of the United States before
you regulate and before you promulgate the regulations and en-
force them, would you not?

Mr. SPATES. I would have to plead—I don’t know the laws.

Mr. PASCRELL. You are not covered by the law as such, but the
fact is that we are trying to catch the tail here. We are trying to
hold onto something to try to fix what we think needs to be fixed.
You are trying to deal with crime. We are trying to deal with crime
and yet protect people’s privacy and not sweep with a wide broom
and include everybody.

Ninety-nine percent of the folks who have these CMRAs are hon-
est people. Thank you.

Mr. SPATES. I agree with you totally.

Chairwoman KeLLY. Thank you, Mr. Pascrell.

Ms. TAYLOR. May I make a comment?
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Chairwoman KELLY. By all means.

Ms. TAYLOR. As a small business owner who has had the same
address for these past 12 years, the Federal Register is not in my
daily reading. I do good to read the Wall Street Journal and the
Dallas Morning News on a regular basis. But the lack of dissemi-
nation of information by the U.S. Postal Service, corporate, the
agency, to the local postmasters is also quite a problem.

A lot of people have refused to sign this new 1583 form, and I
was one of them, because by doing so, you are agreeing to some
egregious infringement on how you are going to conduct your busi-
ness and privacy. There has been zero communication from the
USPS to the local postmasters and the Postal Service to the
CMRAs about a lot of these changes in that regard. Mail Boxes
Etc. sent out a memo telling about the option, but people are not
understanding.

The Richardson postmaster, where I reside, has tried to enforce
this law refusing to deliver mail in August, and again as of Friday
last week. The U.S. Postmaster needs to communicate better to the
local postmasters to avoid these types of problems.

Thank you.

Chairwoman KELLY. Thank you very much, Ms. Taylor. I appre-
ciate your additional comments here.

Actually, I was going to intercede at this point to ask a question
which is exactly what you raised. So I am delighted that you did
it because it is better coming from you. You've seen the regulations
and the information that came from Mail Boxes Etc., and I think
it is important that we hear from you. That is the purpose of this
hearing.

I would now like to go to my colleague from Kansas, Mr. Moore.

Mr. MoORE. Thank you, Madam Chair.

Mr. Crawford, you have identified as one of the primary reasons
for these new regulations to prevent fraud; is that correct?

Mr. CRAWFORD. Yes.

Mr. MOORE. Ms. Fulcher, you are here because you have grave
concerns about privacy for the people who come to the shelters that
your organization is concerned about; isn’t that correct?

Ms. FULCHER. Shelters and, in addition, the women who are not
in shelters, but are in hiding.

Mr. MOORE. So basically you are concerned about the safety of
women who have been subjected to battering in the past?

Ms. FULCHER. Yes.

Mr. MOORE. And you recognize that fraud is a legitimate concern
that Mr. Crawford has, correct?

Ms. FULCHER. Correct.

Mr. MOORE. Mr. Crawford, you understand that Ms. Fulcher rep-
resents some grave concerns about the safety of women who have
been battered in the past?

Mr. CRAWFORD. Without a doubt.

Mr. MOORE. And you are both willing to accommodate the con-
cerns about privacy and safety considerations, correct?

Mr. CRAWFORD. Definitely.

Mr. MOORE. Ms. Fulcher, you are willing to acknowledge that
fraud is a legitimate concern of the United States Postal Service,
and you want to work reasonably with them on behalf of your orga-
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nization to accommodate those concerns and at the same time pro-
tect your constituency, correct?

Ms. FUuLCHER. Correct.

Mr. MOORE. Ms. Taylor, you are concerned about costs as one of
the CMRA box holders, correct?

Ms. TAYLOR. That is part of it.

Mr. MOORE. And privacy?

Ms. TAYLOR. And also—my main issue is that I have had this ad-
dress for 12 years, and they are now saying that they are not going
to deliver my mail, and the cost that would result in, yes.

Mr. MoOORE. Right now, Mr. Crawford, I accept your statement
and Mr. Spates’ statement that you followed what you believed to
be the rules as far as putting this information in the Federal Reg-
ister and inviting comment on these proposed regulation changes,
okay. That is what you did, correct?

Mr. CRAWFORD. Yes.

Mr. MOORE. You didn’t know about some of the interest groups
that have now come forward at the time your agency originally did
that, correct?

Mr. CRAWFORD. That is correct.

Mr. MoOORE. Now you are aware that there are many other
groups in the country, or at least some groups, that have some con-
cerns about these proposed regulations, and you have indicated
that—that was a yes?

Mr. CRAWFORD. Yes.

Mr. MOORE. And you have indicated a willingness to try to ac-
commodate those concerns or at least listen to those concerns?

Mr. CRAWFORD. Yes.

Mr. MOORE. And take those concerns into consideration in pro-
mulgating new regulations, correct?

Mr. CRAWFORD. Correct.

Mr. MOORE. I want to get your response for the record.

Mr. SPATES. Yes.

Mr. MOORE. And right now, just so I understand, the enforce-
ment of at least a portion of this regulation has been extended
until April of 2000, correct?

Mr. CRAWFORD. Yes.

Mr. SPATES. Yes.

Mr. MOORE. I am a little unclear about that. Can you explain to
me what portion has been extended to 2000, the enforcement—or
has been suspended, what portion of the regulation is currently
being enforced, if you will, either you or Mr. Spates?

Mr. SPATES. The completion of the form, first of all, to act as an
agent and also to rent a box through that agent, the deadline has
already passed. What was extended to April 26, 2000, was the fact
that originally you had to use PMB by that time.

If T can alleviate some of your concerns about mail being re-
turned, the original rule had a statement that mail without PBM
will be returned. That has been rescinded. If you are making a rea-
sonable effort—and we have to depend on our working relationship
with the CMRA—no mail will be returned that doesn’t have PMB,
and if it still has “suite” because some of your correspondents are
responding to advertising literature which has been out there for
some time, has a long shelf life, we are not going to return that.
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The CMRA industry has agreed when they are sorting the mail
to their customers. If they see a customer that does not have a
PMB on any of their mail, they will put a notice reminding them
of their obligation. It is going to take time to get 100 percent. You
know when you get Christmas or holiday cards, some people still
have old addresses, so we are giving it plenty of time. We are not
looking for excuses to return mail.

Ms. TAYLOR. The intent is one thing, and the reality is another.
I have had problems with the Richardson postmaster. Intent at the
corporate level may be one thing, and in the field, implementation
is totally different.

The interpretation by the people in the field is that—and by a
lot of the Mail Boxes Etc. and CMRA owners is, if your mail is not
changed to the pound sign or PMB, then your mail will, in fact, be
returned.

When you have had an address out there—to be honest, I can
never have all of my mail addressed to #232. It isn’t going to hap-
pen. I am too widely known throughout the world. So for them to
even have that stipulation in there is ridiculous. Some person down
here is going to implement it rather stringently.

Mr. MOORE. Mr. Spates, do you understand the concern that Ms.
Taylor has?

Mr. SPATES. That stipulation has been removed, but you have
30,000 postmasters, and some will go off on their own. The indus-
try has worked with us and brought to our attention the cases
where they have been ordered to shut down or what have you. I
wrote down Richardson, Texas, and we will follow up.

Mr. MOORE. So you can give Ms. Taylor your assurances that
your agency will do its best to try to accommodate her concern
there.

Mr. SpaTES. We will make sure that accommodation is being ex-
ercised in Richardson, Texas.

Mr. MOORE. Ms. Fulcher, would it satisfy some of your concerns
for the privacy and safety of the individuals that your group rep-
resents if a warrant were required, issued by a judge, before infor-
mation could be released based upon probable cause?

Ms. FULCHER. Yes, absolutely. The requirement of a warrant
would solve a lot of the safety concerns that we have.

Mr. MOORE. At least an impartial judge would pass on the infor-
mation before that information was released?

Ms. FULCHER. Correct. I will point out, as was already stated,
the Form 1583 requirements have gone into effect. At this point,
battered women who are not sure what is going to happen to their
address (and based on the Privacy Act statement that is on Form
1583, it can be handed out to just about anybody) are in a situation
where they are not receiving mail because they can’t fill out that
form not knowing what is going to be done with the information.

Mr. MOORE. I thought Mr. Spates indicated that portion of the
regulation has been suspended as far as nondelivery of mail.

Mr. SpaTES. Exactly.

Ms. FULCHER. As I understand it, Form 1583 is required of the
individuals. They had to have completed that at this point.

Mr. MOORE. Is that correct?



28

Mr. SPATES. You had to complete the form. They had the privacy
statement on the back, but the chief operating officer issued a let-
ter plus a follow-up letter reminding, you will not release any infor-
mation to anyone until the proposed Federal Register statement on
privacy is resolved, so they should not be releasing anything.

Ms. FULCHER. That is a very difficult thing for a battered woman
who is facing a life-and-death situation to trust that the system
will figure out, in the end, a good way to insure that her informa-
tion is kept private.

Mr. MOORE. You understand that, Mr. Spates?

Mr. SpAaTES. We do.

Mr. MOORE. Ms. Fulcher has indicated that a requirement for a
warrant before release of information would go a long way towards
satisfying her concerns. What is your position on that proposition?

Mr. SPATES. I would yield to Mr. Crawford.

Mr. MOORE. Mr. Crawford.

Mr. CRAWFORD. That is something that we will take under ad-
visement. I am willing to discuss any of these issues, and we will
see if that can be done, but that is something that I would have
to discuss with our counsel.

Mr. MOORE. I understand that. But there are only three mem-
bers here this morning and one is gone now, but Ms.—the Chair-
woman and Mr. Pascrell both have indicated, and I will tell you
that I feel the same way, privacy of American citizens is a grave
concern in these regulations that have been implemented.

As a former district attorney and law enforcement officer for 12
years, I place a lot more trust, frankly, in an impartial judge
issuing a warrant and who is there, concerned for what purpose,
what legitimate purpose this information may be requested, than
just some individual at a post office, for example, or in an agency
making a decision about release of information.

Can you appreciate that?

Mr. CRAWFORD. I do.

Mr. MOORE. I guess the question is, in view of the fact that right
now a portion of the enforcement of this regulation has been sus-
pended until April of 2000, is there any good reason right now that
the remainder of the regulation enforcement cannot be suspended
until some point in the future until some of these concerns are ad-
dressed and resolved?

Mr. CRAWFORD. I would say that based on our experience, we are
pretty much for getting the rules out there. The longer it is post-
poned, we will still have people who are being victimized by the
crimes that we have out there.

Mr. MOORE. I understand that, and I think even Ms. Fulcher in-
dicates that she understands that. But there are victims on the
other side as well who might be victimized by the regulation in ef-
fect at the present time. That may include Ms. Taylor or people
represented by Ms. Fulcher. And so my question is

Mr. CRAWFORD. From the Inspection Service standpoint, we are
willing to work on anything to try to get this as perfect as possible.

Mr. MOORE. But my question really is, a part of this regulation
has been suspended, implementation has been suspended. A part
of it is already being enforced. So to resolve the concerns that have
been raised here today, my question to you is, would there be con-
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sideration on your agency’s part to suspending the balance of the
enforcement portion of the regulation now in effect until—say for
another 3 to 5 months until some of these issues can be addressed
and resolved? That is my question.

Mr. SPATES. Enforcement of PMBs is not until April. The form
that you are signing—because the privacy issue is up in the air,
you don’t sign the form. I guess I have to check from the legal
standpoint, if you don’t sign the form, we cannot deliver the mail
ti)’1 that address. I would have to check with the law department on
that.

Mr. MOORE. I would ask if you would check and let us know the
answer.

[The information may be found in the appendix.]

Ms. TAYLOR. May I offer an option on that?

Mr. MOORE. Certainly.

Ms. TAYLOR. On my contract on the new 1583 form, I went
through it just like any other legal contract, and crossed out those
parts that I don’t agree with, and put my initials on them.

Mr. MOORE. Have you made that a part of the record?

Ms. TAYLOR. No, but I would be glad to do so.

Mr. MOORE. I would like to see what portions of that form you
find objectionable, and I think other members of this committee
would like to see that as well.

Ms. TAYLOR. I would be glad to do that.

[The information may be found in the appendix.]

Mr. MOORE. Any other recommendations, Ms. Fulcher?

Ms. FULCHER. I mentioned in my oral testimony, in addition to
a warrant requirement, we would like to see some very strict pro-
tocol put into place to make sure that those forms, when they are
on file, are kept under adequate security and have someone in
charge to make sure that the decisions to release that information
are correct decisions. And we have even indicated, as well, that for
purposes of battered women and victims of stalking, it would be
good if they could actually contact someone in the post office to find
out if their information has been released to anyone at some point.
If that is something that they are keeping on file, that should not
be a difficult question to answer.

But our understanding is that these forms will be kept on file at
the individual post offices throughout the country, which makes se-
curity of the information very difficult if there isn’t a very strict
protocol in place. You have thousands of people across the country
making decisions about whether to release that information and
what is a valid request, what is a valid warrant to get that infor-
mation.

Mr. MOORE. If there is a strict protocol in place which requires
issuance of a warrant before release of that information and some
sort of penalties for wrongful release, I would hope that would sat-
isfy your concerns.

Ms. FULCHER. Yes, it will.

Mr. MoOORE. Mr. Crawford and Mr. Spates, I don’t fault you or
your organization. It sounds like you followed the procedures in
place for trying to publish the notices this proposed regulation, and
sometimes the people don’t sit around and read the Federal Reg-
ister and I think maybe it is a fault on our part, meaning
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Congress’s part, for making that procedure if that is the procedure
promulgated by Congress.

But now there have been some valid and legitimate concerns
raised, and I hope that your organization would take the view that
it is appropriate to try to satisfy some of these valid, legitimate
concerns even though they may not have been raised timely. Can
I get your agreement with that?

Mr. CRAWFORD. I agree with you.

Mr. SPATES. I agree, and there is a meeting scheduled with rep-
resentatives of this group for next week.

Mr. MOORE. I thank all of the witnesses.

Thank you, Madam Chair.

Chairwoman KELLY. I just have a couple more questions that
this line of questioning has brought out.

Mr. Crawford, does the Postal Service compete with the CMRA
industry?

Mr. CRAWFORD. No, not to my knowledge. CMRAs actually are
quite a benefit to us because CMRAs have boxes where we don’t
have boxes. We deliver the mail to the CMRA, and to my knowl-
edge, there is no competition.

Chairwoman KELLY. It is interesting that you make that state-
ment. I am quoting from the Postal Service’s 1997 Strategic Plan
as mandated by the Government Performance and Results Act.
“Substantial competition from private mail and parcel franchise
has emerged in recent years. Starting with a few hundred stores
in 1980, this industry has grown to include 7,800 Commercial Mail
Receiving Agencies, such as Mail Boxes Etc., FedEx, United Parcel
Service, and other package delivery services have another 5,300
outlets that are focused primarily on business shippers. UPS also
has contract arrangements with another 28,000 agents. Together,
these companies generate over $5 billion in revenues.”.

Just a side note, the Postal Service published this statement the
same month it extended the initial comment period in 1997.

I am very interested that you said that there is no competition.
I wonder how you say that has changed—has the system changed
somehow since 19977

Mr. CRAWFORD. The Postal Service is working with MBE. They
pilot programs with MBE, and they are working in partnership.

Chairwoman KELLY. Mr. Crawford, you included FedEx, United
Parcel Service and other groups that are in the private mail busi-
ness in this statement; they were included. Now you are telling me
that you are only working with MBE.

Mr. CRAWFORD. That is not my statement. That is the Strategic
Plan for the Postal Service. You didn’t say that was my statement,
did you?

Chairwoman KELLY. No. I said I was quoting from the Postal
Service’s Strategic Plan, but you do work for the Postal Service?

Mr. CRAWFORD. Yes, ma’am.

Chairwoman KELLY. I assume in your capacity here before the
Committee today, you probably have read this and understand it.

I asked you a question and you gave me an answer that I don’t
think is in compliance with what is indicated here in 1997.

Mr. CRAWFORD. Chairwoman Kelly, you asked me if I saw com-
petition between the Postal Service and the CMRA industry, and
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I answered it as best I could. I do not see where we are in competi-
tion with the industry. Postage

Chairwoman KELLY. I am glad to hear that. There was a bro-
chure, if I went into a post office—I saw this in my post office. It
said, “Apply for Post Office Box Service, the Safe and Convenient
Way to Get Your Mail.” “This was in an October 8, 1998 Postal
Bulletin. Can you define “safe”? Safer than what?

Mr. SPATES. I am not familiar with the brochure, but there have
been cases with curb line mailboxes where there has been theft
from the mailbox that “safe” was aimed at that, people getting ac-
cess to the box.

We use the same type of promotion where you see cluster boxes,
15 or 16 boxes that lock. This is a way of having your mail deliv-
ered to you behind a lock as opposed to your standard curbside
mailbox. That is safe.

Chairwoman KELLY. So you are saying that people who have
rural route boxes and people who have cluster boxes and boxes in
apartments and so on, they are in an unsafe alternative to the Post
Office box?

Mr. SpATES. No, I am not saying that at all. We have had cases
that received publicity, such as in Seattle where a group was
breaking into the box and stealing mail before the customer got
home to pick it up. That is what they are aimed at. They say it
is a safe way; especially if you travel and are away from home for
2 or 3 days at a time and you don’t have them put it on hold, a
post office box is an option.

Chairwoman KELLY. The implication—it sounds to me like you
may not feel the delivery that you are giving us is necessarily safe,
if I just distill it down to a very simplified version of what you have
said.

You don’t feel that this comment is in any way headed toward
the CMRA industry?

Mr. SPATES. No, ma’am, I don’t. I will verify with the author of
that letter. From a delivery standpoint, the CMRA industry does
the post office a lot of good.

As Mr. Crawford mentioned, we deliver the mail in bulk and
they sort it, and if they have 250 customers, they are sorting it to
the customers. If we are in competition, I have never seen any—
outward competition with CMRAs as far as the mailboxes them-
selves, because we didn’t have enough to go around; and in the lo-
cations we are, they are not.

Chairwoman KELLY. Mr. Spates, we have obviously got a vote,
and we are going to have to go vote. But I want to ask one quick
question, and I want a fast answer on this.

Last Monday this committee gave you the letter that I believe
came from the postmaster that Ms. Taylor was referring to, and we
gave that letter to you. What have you done since last Monday to
help Ms. Taylor?

Mr. SpATES. I had a member of my staff contact the postmaster
in Richardson to take care of that situation. We had two letters
handed to us. One was Richardson, Texas; and I can’t remember
the other one.

Chairwoman KELLY. You are now—as Mr. Moore pointed out—
you are now thinking about what you are going to do in terms of
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specific penalties regarding postmasters who do not observe what
the letter of what your rule will be?

Mr. SPATES. I don’t think that we need to look at penalties. 1
think they need to make sure that they are informed how the regu-
lations should be applied.

Chairwoman KeLLY. What will you do if they don’t comply?

Mr. SpATES. We go to their vice president and make sure that
they comply. The industry has provided us with letters similar to
the one that she received in Richardson, but it has been less than
a dozen. There was an education program that went on. We will
make sure that people are properly educated.

Chairwoman KELLY. At this point, I will stop this panel. How-
ever, I am holding the hearing open for further questions on this
issue. You will be receiving some questions from them, and I want
you to be prepared to please give us the answers.

Thank you all very much for appearing here today. This panel
will end, and when we return from the vote, we will begin the sec-
ond panel. Thank you.

[Recess.]

Chairwoman KELLY. I am going to get started here. There are
other people who are moving around, who are asking how this
hearing is going. It is going, and so we are going to continue on
right now with you, Mr. Morrison. We have our second panel. I
thank all of you for being with us here today.

We have in our second panel, Mr. James Morrison, Senior Policy
Adviser of the National Association for the Self-Employed; Mr. Mi-
chael Mansfield, Assistant District Attorney for Queens, New York,
Chief of the Economic Crimes Bureau; Mr. Rick Merritt, the Execu-
tive Director of Postal Watch Incorporated; and Mr. Ed Hudgins,
Director of Regulatory Studies of the CATO Institute.

I thank you all for being here today and let’s go to you, Mr. Mor-
rison.

STATEMENT OF JAMES MORRISON, SENIOR POLICY ADVISOR,
NATIONAL ASSOCIATION FOR THE SELF-EMPLOYED

Mr. MORRISON. Good morning, Chairwoman Kelly and members
of the subcommittee. I am James Morrison, the Senior Policy Advi-
sor to the National Association for the Self-Employed. On behalf of
the Nation’s more than 16 million self-employed individuals, we
want to thank you for reviewing this important issue.

Never, since I began working with the NASE in 1991, have I per-
sonally seen an issue that stirred more extensive and spontaneous
member concern. We have attached to the written testimony a typ-
ical member letter from Judith and Thomas Coates in Washington
State. They have published a dozen books and circulated more than
20,000 brochures, including reply envelopes with the designation
“suite” in their return address, as they were told they could. Now
they and others like them stand to lose a substantial portion of
their business. Reply mail bearing the “suite” designation will be
returned to its senders as undeliverable.

Why? Why would the Postal Service adopt rules that would dev-
astate thousands of law-abiding small businesses. The Postal Serv-
ice believes its actions are needed to prevent postal crime.
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No one disagrees with the goal of fighting crime. All of us respect
the work that the postal inspectors do. Like all law enforcement of-
ficials, they are courageous public servants who deserve our sup-
port and thanks. The postal crime that they are trying to root out
is certainly a major problem. But how best to combat that crime?

Ms. Kelly, no one objects to allowing law enforcement officers on
additional duty learning the identity of PMB renters, monitoring
unusual or suspicious activity at a PMB or fostering a closer work-
ing relationship between the CMRAs and the postal inspectors. But
in our written testimony we suggested some types of postal crime,
including telemarketing and Internet fraud, identity theft and cred-
it card fraud, that might be more easily prevented in ways that the
PMB rules especially do not address, such as giving credit card
companies access to Postal Service databases on CMRA locations,
taking a closer look at post office change-of-address forms, pro-
viding better training to CMRA operators, and improving the co-
operation between CMRA operators and the postal inspectors.

The PMB rules should avoid imposing costs on legitimate busi-
nesses unless those costs represent the best way to fight crime, be-
cause we need to deter crime in ways that are targeted and effec-
tive to avoid wasting law enforcement resources. In ways that will
build public support for law enforcement, not erode it. And in ways
that would burden would-be criminals without unnecessarily bur-
dening the law-abiding. In ways that can be shown to work. That
is the nub of the problem with these rules.

The NASE believes that the PMB rules are flawed not because
there is no crime problem, but because the process that generated
t}ﬁese rules is so flawed that no one can have any confidence in
them.

We can all agree, I think, that the rules impose a burden. What
we cannot know, because the rules do not provide the information
necessary, is whether that burden is appropriate or necessary. We
don’t know in large part because USPS has been given so many ex-
emptions from the rulemaking laws that apply to the rest of the
Federal Government. From the Administrative Procedure Act, the
core Federal statute governing rulemaking. From the Paperwork
Reduction Act. From the Regulatory Flexibility Act and from the
Small Business Regulatory Enforcement Fairness Act, Congress’s
bill of rights for small business.

All of these exemptions mean that USPS is not even required to
empirically justify its regulations, let alone to seek and weigh pub-
lic comment. With the PMB rules, USPS did solicit public com-
?ent, but then they basically ignored what they didn’t want to

ear.

Over 8,000 people objected to the first set of rules. And what did
USPS do? They spent entire pages of the Federal Register dwelling
on the 10, yes, 10 comments that they received favoring the pro-
posal. There are also major disconnects between the problems as
originally stated and the solutions proposed.

Our written testimony goes into that in more detail. But suffice
it to note that the initial proposed rule did not mention the fol-
lowing terms: mail fraud, identity theft, or even crime. So now we
are facing Postal Service rules imposed on perhaps 2 million rent-
ers of private mailboxes, many of them small businesses, but we
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lack a few things. We lack any regulatory flexibility analysis of the
rules. We lack any definition of small business, any analysis of
small business impact, and we never had any outreach to PMB
renters who are small businesses. Nor did we have any frank ac-
knowledgment that the USPS does in fact directly compete with
CMRASs. Above all, there was no honest effort to surface less bur-
densome alternatives for small businesses.

USPS says that CMRA fraud has grown. Perhaps so. But CMRAs
themselves have grown exponentially. Is fraud as a percent of the
CMRASs growing or declining? We are also missing a few other data
elements such as any hard data on mail fraud, identity theft or
other postal-related crimes; any empirical breakdown of how,
where and by whom such crimes are committed; any statistics on
postal crimes committed through CMRAs compared to those com-
mitted through private households, USPS post office boxes, apart-
ments, executive suites, or other addresses.

In sum, USPS has no baseline from which to measure the suc-
cess or failure of any CMRA rule it implements. So when the Post-
al Service says these rules will stop postal crime the obvious re-
sponse is, “how do you know?” And even if the rules do help pre-
vent crime how can anyone know whether a better approach to
stopping crime has been overlooked?

USPS evidently intends to reopen part of this rule. According to
a press release last week, USPS now proposes to give PMB renters
two options—use the PMB designation in the return address or the
number sign. But people and Mr. and Mrs. Coates who have used
suite in their catalogues and reply envelopes will still be out of
luck. And why? Well, lately USPS has talked less about crime and
more about suite designations as being, quote, unquote, “mis-
leading.”

If the powers of the Federal Government now will be brought to
bear on misleading addresses, especially in light of Mr. Spates’
statement a moment ago that anyone will be able to dial an 800
number and find out whether an address is in fact a CMRA, well,
we can think of a few other misleading addresses besides those
used by entrepreneurs that should also get scrutiny, and some of
those are in our testimony.

We look forward to seeing USPS’s empirical justification for the
rule, but chances are there won’t be one. Most likely we will hear
again about USPS’ many exceptions from the laws that apply to
the rest of the Federal Government. And there is no assurance that
USPS will not engage in similar activity again in the future. Far
from it. Given the Postal Service’s first class mail monopoly and
life or death grip on businesses that depend on the mail for their
cash flow, given its power to regulate many of its own competitors
such as the commercial mail receiving agencies, given its exemp-
tions from every regulatory law that counts in this country and
given its for-profit status, given all this, there will someday be a
disastrous misuse of this regulatory power—if not on this issue this
time, then on another issue another time.

The whole PMB fiasco shows that Congress should revisit the
legal framework under which the Postal Service regulates the pub-
lic. This Committee which shares legislative jurisdiction over the
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Regulatory Flexibility Act with the Judiciary Committee ought to
lead the way.

Chairwoman KELLY. Thank you very much, Mr. Morrison.

[Mr. Morrison’s statement may be found in the appendix.]

Chairwoman KELLY. I have been informed of a change in the
floor plan for the things that are going to go on the floor of the
House today, and I am going to have to ask you all to limit your
statements to 5 minutes or less in order to be able to try to fit the
rest of this hearing into the floor schedule today.

Mr. Mansfield.

STATEMENT OF MICHAEL MANSFIELD, ASSISTANT DISTRICT
ATTORNEY, QUEENS, NEW YORK, CHIEF OF ECONOMIC
CRIMES BUREAU

Mr. MANSFIELD. Thank you, Madam Chairperson.

Actually, my comments take somewhat longer than that, so I will
try to skip through them and be as brief as possible.

As an Assistant District Attorney of Queens County I am in
charge of the Economic Crimes Bureau for Richard Brown, the Dis-
trict Attorney of Queens County. District Attorney Brown rep-
resents a constituency of almost 2 million people. Our office pros-
ecutes approximately 60,000 cases a year, running the gamut from
homicides, rapes, to quality-of-life crimes such as prostitution and
the like.

In addition, we play a significant investigative role in such areas
of criminal conduct as narcotics trafficking, organized crime, labor
racketeering and economic crime.

I very much appreciate the opportunity to speak here today in
support of the Postal Service’s regulatory changes concerning
CMRASs, and I want to take this opportunity to thank the Postal
Inspection Service on behalf of the prosecutorial law enforcement
community for its aggressive investigative efforts in the fight
against white collar financial crimes. However, Madam Chair-
person, we in the City of New York are fighting an uphill battle
against these criminals based on the current regulations con-
cerning CMRAs.

To paraphrase that famous bank robber from the 50s, Willie Sut-
ton, whose response to the question why he robs banks was be-
cause that is where the money is, similarly financial crime thieves
use CMRASs because that is where the money goes. And go it does.
The losses attributable to identity theft and other forms of account
takeover number in the billions of dollars a year, not to mention
the financial havoc that is visited upon the consumers who are the
victims of these crimes. I know from my 16 years of being an eco-
nomic crime prosecutor that it sometimes takes years for these vic-
tims to undo the damage done to their credit status.

What I wanted to speak about today is, over the past 4 years my
office, in conjunction with the Postal Inspection Service, Federal
and State law enforcement agencies, has dismantled four multi-
million dollar financial fraud enterprises who owed their very exist-
ence and survival to the many CMRAs which operate in the New
York metropolitan area.

The problem with criminal use of CMRAs has become so wide-
spread that the prosecutions that we have conducted in Queens
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County have drawn the attention of national media, including nu-
merous newspaper and magazine articles as well as being featured
on 60 Minutes and other news magazine shows.

Our four investigations, dubbed Operation Silver Parrot, Oper-
ation Mail Stop, Operation Black Leather and Operation Nigerian
Express, involved highly structured ethnic organized crime groups
that used New York City as their base of operations, but their
criminal activity extended throughout the United States. Indeed,
they had the opportunity to operate wherever a CMRA existed.

Briefly, Operation Silver Parrot was an 8-month investigation
that resulted in a 200 count indictment under our State’s equiva-
lent of the Federal Rico Statute, charging eight Nigerian nationals
with operating a multi-million dollar fraud ring that specialized in
the theft of credit identities of thousands of people throughout the
United States.

The individual who was responsible for that ring, Olishina
Adecombie, received a 10-year prison sentence for his role in that
enterprise; and that was based on his cooperation with our office.

Basically, the tactic used by this ring was to obtain personal in-
formation about a potential victim from a number of sources. It is
commonly known as identity theft. And they would then divert that
individual’s mail to a CMRA. The ring systematically drained the
victim of all available cash and credit from their accounts—from
home improvement accounts to pension lines—even to the point of
using one victim’s frequent flier miles that he had accumulated.

Since that time, some of the loopholes that permitted that and
those crimes to occur have been plugged by the Postal Service. And
the leader of that group, when we interviewed him, indicated that
he made $8 million during the course of our investigation and the
time prior to it in the area of identity theft and his use of CMRAs.

As a result of that prosecution, we in the law enforcement com-
munity learned a lot about identity theft rings and their use of
CMRASs. And under the adage “if you can’t beat ’em, join ’em,” we
decided to commence a sting operation where we set up our own
CMRA which was manned by undercover postal inspectors, Federal
agents and detectives from my office. I am happy to say that early
this year we convicted the last of the 13 defendants in Operation
Mail Stop who comprised a ring of West African nationals who
were again prosecuted under our State Rico statute.

As its name suggests, Operation Mail Stop was a major financial
fraud ring whose success was only possible because of the extensive
and pervasive use of CMRAs by the criminal element.

And reminiscent of Kevin Costner’s movie Field of Dreams, “if
you build it they will come” our experience was not only that they
came to our CMRA but they came in such overwhelming numbers
that we were forced to concentrate our efforts on only one of many
rings there were operating out of our CMRA. In this case, stores
and other financial institutions were contacted directly by the
criminals and diverted the mail directly from the individual finan-
cial institutions directly to the CMRAs.

We obtained court-ordered wiretaps. We were able to track this
ring. They were calling up credit bureau reporting agencies, having
copies of people’s credit reports sent to the CMRA and then would
systematically drain that individual’s entire financial profile.
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If T could go on to our third example which was operation Black
Leather. This again was a multi-million dollar fraud ring operating
in New York, New Jersey

Chairwoman KELLY. Excuse me, Mr. Mansfield. That amber light
means you have about 1 more minute left.

Mr. MANSFIELD. I will be quicker then, Madam Chairperson. My
time is already up.

But briefly in that investigation that was a merchant bust-out
scheme where all the members of the ring set up phony storefronts
using CMRAs as their base of operations. Our entire investigation
brought us back to CMRAs. It took us approximately 8 months to
complete that investigation.

Again, in that case we had one Westchester resident, a Sister
Margaret Mary, a Dominican nun who noticed on her credit card
bill that she was charged for the purchase of a leather coat from
Queens, New York. She ended up being a very credible witness for
us because she never even tried one on, much less purchased one.

I won’t go into the last one because I see my time is up, Madam
Chairperson. But from the perspective of law enforcement, particu-
larly in the city of New York, if we don’t have the ability to track
people who are renting boxes at CMRAs and engaging in criminal
conduct, as well as being able to identify boxes that are actually
at homes as opposed to CMRAs, our job in fighting financial crime
will be that much more difficult.

I thank you for your time.

Chairwoman KELLY. Thank you very much, Mr. Mansfield.

[Mr. Mansfield’s statement may be found in the appendix.]

Chairwoman KELLY. Mr. Merritt.

STATEMENT OF RICK MERRITT, EXECUTIVE DIRECTOR,
POSTALWATCH INCORPORATED

Mr. MERRITT. Chairwoman Kelly and distinguished members of
the subcommittee, thank you very much for this opportunity to ap-
pear here before you today.

My name is Rick Merritt. I am the executive director of
PostalWatch Incorporated, a small business owner and a long-time
private mailbox customer. PostalWatch is a grass roots organiza-
tion founded in order to provide to the small business community
a voice in postal-related issues such as this.

Speaking on behalf of our membership and all of the small busi-
nesses that utilize private mailboxes, we commend the Subcommit-
tee’s tenacious pursuit of regulatory equitability on this issue.

For the record, PostalWatch strongly opposed the U.S. Postal
Service regulations published in the Federal Register on March
25th, 1999, governing Commercial Mail Receiving Agencies. We are
of the opinion that the Postal Service enacted these regulations
without any documented justification and that the procedural proc-
esses surrounding their enactment continues to be so egregiously
flawed that these regulations should be rescinded in their entirety
immediately.

At this time I would like to provide special thanks to Congress-
man Ron Paul and Congressman Todd Tiahrt for their efforts on
behalf of overturning these regulations as well.
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Attached to my written testimony is a CATO Institute briefing
paper which contains a table entitled “Cost of New Postal Regula-
tions.” This table is an estimated “Range of Direct Costs” to small
business during the first year of these regulations. Since its publi-
cation, the Postal Service has repeatedly attempted to discredit this
estimate by charging that the assumptions used in the estimate
were unsupported and inflated. I would argue that the direct cost
estimates are, in fact, conservative. I would further argue that the
direct cost represents but a fraction of the total economic impact
these regulations will impose on small business. The future value
of “Lost Opportunities” and “Future Revenues” could easily add an
additional %jl billion if not $2 billion to the total cost imposed by
these regulations.

The real cost of these regulations, however, is not measured in
dollars but in human suffering. Please make no mistake. The Post-
al Service is actually putting people out of business with these reg-
ulations.

The Postal Service is quick to point out and leverage the truly
sad human suffering and economic devastation caused by the
crimes of mail fraud and identity theft. They fail, however, to ac-
knowledge the truly devastating effect that these regulations will
impose on potentially millions of Americans and their families. A
small business is, for the most part, a family institution that rep-
resents the hopes, dreams and, many times, the life savings of sev-
eral family members. Starting and operating a small business is an
emotional experience that requires long hours, unrelenting dedica-
tion and personal sacrifice.

The following are excerpts from a few of the hundreds of indi-
vidual stories we have received from our members on how these
regulations are impacting their lives and livelihoods.

A small business owner in San Antonio, Texas, wrote, “the new
regulations were the last straw. Our private mailbox outfit went
out of business. They made arrangements to transfer their mailbox
holders to another firm right down the street. However, the Postal
Service has been holding our mail for a week now and will not re-
lease it to anyone. Do you have any suggestions as to how we
might get our mail, checks and orders? The Postal Service just
says, ‘We have not decided what we are going to do with the mail
yet.” They do imply, however, that if we get a P.O. box from them
the mail would instantly appear in the box.”

Another boxholder wrote, “it is beyond my ability to know how
to make these ridiculous changes. I am a divorced mother of three
children trying to make a business to support my family, and the
government will put me out of business. Please explain that one to
me.”

A CMRA in Fresno, California, wrote, “I am a CMRA who is
about to go out of business due to the cancellation by my mailbox
holders who are furious about this insane regulation and the inva-
sion of their privacy.”

A CMRA in Baltimore wrote, “with boxholders dropping like flies,
closing boxes because they are fed up with the rules, funds are
dwindling, just what the Postal Service wants: Put the competition
out of business.”
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A boxholder in Arizona wrote, “I am married to a diabetic. He
has had eight operations since October. He is now on dialysis four
times a day. Besides taking care of him every chance I get, I work
most days from 6 a.m. to 10 p.m. Now the Post Office comes along
and says, fill out this form. They want to know everything about
you except the color of your kitchen sink, and they want you to
change your address and advertising. I have been in business 17
years and have acquired approximately 300,000 clients, businesses
and vendors. What on earth is going on here? This regulation must
be stopped immediately.”

In conclusion, I would like to say that millions of small busi-
nesses are being forced to absorb a huge economic burden to solve
a perceived problem the Postal Service has not even bothered to de-
fine. Without collecting the criminality statistics about CMRAs
prior to enacting these regulations there will be absolutely no way
to ever determine if these regulations were effective at anything
other than terrorizing millions of small business people.

This regulatory action on the part of the Postal Service by decree
cripples thousands of its private sector competitors, imposes a huge
unfunded mandate on small business and tramples the privacy
rights of 2 million law-abiding American citizens, without as much
as a token attempt at justification, cost-benefit analysis or dem-
onstrating the existence of any compelling public interest.

The fact that these onerous regulations found their way so easily
into law makes a compelling case for Congress to repeal U.S. Code
Title 39, section 410, which grants the Postal Service an exemption
from the Administrative Procedures Act and thus all other statutes
that protect the American people from runaway regulatory agen-
cies.

This concludes my testimony. Thank you for this opportunity to
appear here today. I would welcome any questions.

Chairwoman KELLY. Thank you very much, Mr. Merritt.

[Mr. Merritt’s statement may be found in the appendix.]

Chairwoman KELLY. Mr. Hudgins.

STATEMENT OF DR. EDWARD L. HUDGINS, DIRECTOR OF
REGULATORY STUDIES, CATO INSTITUTE

Mr. HUDGINS. Thank you for the opportunity to testify today on
the problems of the new CMRA regulations. I will summarize my
testimony which will echo some of my colleagues.

The sloppy, capricious and arbitrary manner in which the Postal
Service has made and implemented these regulations have harmed
small businesses. The new regulations illustrate why the Postal
Service, a government monopoly with regulatory powers that it can
use against its competitors, at minimum should be made fully sub-
ject to the Paperwork Reduction Act, Regulatory Flexibility Act,
and other government statutes that are meant to protect citizens
from abuses by government. If it had been so subject we probably
wouldn’t be having this hearing today because many of these issues
would have been vetted earlier. I also think that the new CMRA
regulations should be repealed.

Take a look at the process by which the new regulations have
been made. I will just highlight some of the problems.
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First, the Postal Service has ignored the will of the people—8,100
comments against, 10 in favor. It went with the 10.

Second, the Postal Service failed to demonstrate the magnitude
of the problems.

We found an Inspector General report that indicated that in a 1-
year period there are 9,642 convictions for mail-related crimes, of
which 1,533 involved mail fraud or about 16 percent of the total.
But there was no breakdown about how many of those cases in-
volved CMRAs versus home addresses versus post office boxes.

Third, the Postal Service has failed to show exactly how the new
regulations will deal with the mail fraud problem.

Fourth, the Postal Service has failed to determine whether the
costs of its regulations in fact outweigh the benefits. If in fact the
costs are a billion dollars and there, let’s say, are about 1,000 cases
involving CMRAs, that is about $1 million per case. Is that too
much? Too little? We don’t know.

Fifth, the Postal Service has failed to seek the regulations that
had the least costly impact on small business as it would be if it
were under the Paperwork Reduction Act.

Sixth, the Postal Service has shown a reckless disregard for the
privacy of the citizens. Its March 25th posting indicated that in fact
it would be releasing confidential information to the public, but
this seemed to fly in the face of its own Title 39 regulation in the
Code of Federal Regulations.

Seventh, the Postal Service seems to be making up the regula-
tions on the fly, as it goes along. Interestingly enough, it seemed
to realize that it was violating its own privacy rules because on
June 9th it had another posting in the Federal Register basically
saying that it now would release the information to anyone who
walked in and asked for it. And then on August 26th it rescinded
that proposal and changed it again.

Eighth, the Postal Service has denied to many enterprises the
opportunity to comment on the regulations to which they are sub-
ject. It was only on April 29th in a memo from Patricia Gilbert of
the U.S. Postal Service that it declared that executive office suites
and other mail forwarding enterprises would be subject to these
regulations. Those enterprises never had a chance 2 years ago to
comment on them. And, of course, the Postal Service has made no
attempt whatsoever to show that any cases of mail fraud have
originated from executive office suites.

Ninth, the Postal Service has been erratic and inconsistent in its
enforcement.

And I will call your attention to the case of Ms. Sabiha Zubair,
who operates a CMRA franchise in northern Virginia. She has gone
from having 221 boxholders to 159 boxholders because of the har-
assment by the local Postmaster. She has lost 30 percent of her
business because of these regulations.

I want to put into the record the letter from the local Postmaster
to this woman that almost shut down her business.

Tenth, I do believe the Postal Service uses its regulatory author-
ity against its competitors.

Eleventh, this latest incident gives small businesses and large a
preview of what can be expected in the future. The U.S. Postal
Service has been losing a lot of profitable first-class mail to faxes,
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e-mails and private carriers. Its own numbers indicate that when
electronic billing is fully implemented in 5 to 10 years it could lose
$15 billion in revenue off of a base of $65 billion.

In recent years, the Postal Service has begun to offer many serv-
ices that are not part of its mail monopoly—for example, check-
clearing operations, e-commerce operations, et cetera. And, of
course, the Postal Service is competing head to head with private
businesses, yet it is not subject to taxes and not subject to most
government regulations. It can borrow from the U.S. Treasury, and
it has regulatory authority against its competitors.

In the future, I think you are going to see a lot more of these
kinds of regulatory problems.

The examination that is going on right now should have occurred
2 years ago. If the Postal Service had been subject to other govern-
ment regulations, it would have.

Ultimately, the only answer to these problems is going to be pri-
vatization. New Zealand and Sweden have both privatized their
Postal Services. The largest postal carrier in Europe, the Ger-
many’s Deutsch Post, is going to be making an initial stock offering
next year of its shares, and it is going to be removing its monopoly
on January 1, 2003. Also, in Germany, there is an independent reg-
ulator to regulate not only Deutsch Post but its competitors. But
until we privatize the Postal Service in this country I think the
minimum action should be to make the Postal Service subject to all
of the other safeguards that other government agencies are sub-
jected to and, that the CMRA regulations be rescinded imme-
diately.

Thank you for your attention.

Chairwoman KeLLY. Thank you very much, Mr. Hudgins.

[Mr. Hudgins’ statement may be found in the appendix.]

Chairwoman KEeLLY. Mr. Hudgins, you have a letter that you
would like to insert in the record. We are delighted to accept that
with unanimous consent.

[The information may be found in the appendix.]

Chairwoman KELLY. At this point, we have been joined by my
colleague from New York, Mr. Sweeney. Do you have a statement
you would like to make?

Mr. SWEENEY. Yes, I would.

First, let me congratulate and thank the panelists for being here.

Madam Chairwoman, everyone wants to reduce fraud. Unfortu-
nately, as I believe the testimony—what we have seen today, what
I have read of it, this rule opens the door for identity theft and in-
vasion of privacy and threats of violence.

In my district alone just yesterday I found out a constituent of
mine, Mr. Greg Tucci, who is an owner of a company in Granville,
New York, a commercial mail receiving agency, was effectively shut
down and put out of business by the postal authority. And I am
outraged by that. The Postal Service not only stopped his delivery
service, but they are also holding his mail. And effectively—and
they have done that because all of his customers have essentially
refused to fill out the revised PS form 1583.

So, with that in mind, I would like to submit my formal state-
ment, and I do have some questions.

Chairwoman KELLY. Your statement is accepted.
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[Mr. Sweeney’s statement may be found in the appendix.]

Chairwoman KELLY. Mr. Sweeney, if you don’t mind allowing me
the prerogative here of the chair, I would like to ask one question
of Mr. Mansfield.

Mr. Mansfield, you testified continually referring to identity theft
as going through financial institutions. The financial institutions as
I understand it can and do purchase a delivery sequence file, and
the file shows a financial institution whether or not an address is
a CMRA. So why aren’t the banks and the credit card companies
using this?

Mr. MANSFIELD. Madam Chairperson, I think you would have to
address the financial institutions in that regard.

But I do know from speaking with them, what they have said to
me when I have said many of the same things to them, they have
said, well, we have a number of legitimate cardholders that use
CMRAs. When I give examples of all the fraudulent users of
CMRAs—obviously, I am a prosecutor; that is a lot of all I see. But
there are, as you know, a vast majority of individuals who are le-
gitimate users of CMRAs.

They said, we have people who, for the reasons set forth like this
morning with the woman discussing domestic violence and the like,
who have legitimate reasons for using CMRAs. So financial institu-
tions will not block deliveries to CMRAs though even small busi-
nesses are affected by fraud occurring in CMRAs.

In one of the investigations that I didn’t get an opportunity to
speak of, but it is in my testimony, orders were being placed with
many small businesses that operated on the Internet and had mail
order catalogue businesses and that merchandise was being sent to
the CMRAs by the criminal element. And then, either the checks
they sent or the cards they were using were bad—the small busi-
nesses ended up suffering the losses. And these losses have to do
with the regulations concerning credit cards when there is actually
not a signature on file that the Internet company or the mail order
company uses the credit cards at their peril.

Chairwoman KELLY. I am just interested in your perspective on
what responsibility you feel that the banking institutions and de-
partment stores and people who issue credit cards have to inves-
tigate where they send their mail?

Mr. MANSFIELD. Well, they clearly have to be more vigilant. After
the last investigation that we had completed, my boss, District At-
torney Brown, testified before another Senate Committee con-
cerning regulations that the Postal Service has since put in effect
to stop our first crime wave, if you will, from occurring, and those
regulations were put into effect.

With respect to the financial institutions, they clearly have to be
more vigilant when they are given a change of address form to di-
vert someone’s mail. But I think imposing on the financial institu-
tions the responsibility that they should stop sending mail to the
CMRAs would have an effect on those that are legitimately using
the CMRAs also.

Chairwoman KELLY. Don’t you think it would be an effective so-
lution to have the financial institutions verify an address change?
You know, why don’t they just call a person and find out, “Did you
change your address?” Or you know, it seems to me that I get calls
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all the time because of the erratic use of my own personal credit
cards. I only have two, and I use them erratically, and, inevitably
I get a telephone call from the credit card company saying, is this
really you? Did you really use this? If the credit card company can
do that, it seems to me that other credit-issuing organizations
ought to be able to pick up the phone and just check, the same way
t}ﬁat‘?my credit card people do. Do you have any explanation for
that?

Mr. MANSFIELD. Let me give you an example of one way that
that will not work. On one of the rings that we prosecuted the way
they started getting the person’s credit information was they first
went to the credit reporting agencies, Equifax, TRW, Transunion,
and they said that my husband lost or was denied employment or
my husband was denied credit and we would like a copy of our
credit bureau. Under the Fair Credit Act, they are required to send
that out. They said, by the way, I have moved; and they gave the
address of a CMRA to the credit bureau.

Now, that is through the credit reporting agency. So now the
credit reporting agency thinks they are updating their file, oh, we
will update our files now. We are putting this other address down.
Then when the credit bureau was sent to the CMRA, the criminals
would then go to the individual department stores or the individual
financial institutions and say—I want a new credit card sent to me.
I have a new address. If that credit institution were to verify the
change of address, one of the things they would do is pull the TRW
or pull the credit bureau and, lo and behold, that credit bureau
have the same change of address.

In other cases, they were even changing the victim’s telephone
numbers to numbers that were controlled by some of these criminal
organizations.

So the short answer to the question is, yes, there is a lot finan-
cial institutions can do, but I think there is a lot that we, as gov-
ernment officials, are able to do also to prevent this kind of thing
from occurring. The individuals are not suffering, by and large, fi-
nancial losses, but just dealing with some of these people, what has
happened to their credit ratings, it takes them years to get it back.

Chairwoman KELLY. And that still doesn’t answer the question
of why the credit bureaus don’t pick up the phone—they are car-
rying a great deal of information about all of us in computers in
the sky somewhere, and it seems to me that we ought to have some
kind of information check. If somebody is changing their address,
their telephone number, then legitimately if you pick up the phone
and call and say, is this you, did you change your telephone num-
ber, did you change your address, I think that there is certainly
some obligation they must carry.

I have lived in the same house for almost 39 years now. I have
actually had four addresses. I don’t change my address. The post
office changes my address.

That brings me to a question I wanted to ask about this regula-
tion. Do you think that by tightening its controls in the way that
the post office did that you think it is a way for them to deter
fraud? Why are they aimed only at the small businesses using the
CMRASs? I think that you ought to be able to include other regula-
tions that don’t destroy legitimate small businesses.
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Mr. MANSFIELD. Are you asking me that question, Madam Chair-
person?

Chairwoman KELLY. Yes.

Mr. MANSFIELD. Which specific regulation are you referring to?
Are you referring to the fact that identification should be used to
open it, the fact that they should have a PMB designation? Because
I think the answers to each regulation are somewhat different.

Chairwoman KELLY. Well the USPS has changed their own rule,
so they have a move verification letter that is sent back to you if
you have a change of address form. Wouldn’t that suffice for what
we are talking about here?

Let’s let anybody else on the panel jump in on this one. Go
ahead, Mr. Mansfield.

Mr. MANSFIELD. I'm sorry, in terms——

Chairwoman KeLLY. If they had a verification letter or a
verification telephone call, wouldn’t that suffice to stamp out fraud?

Mr. MANSFIELD. In terms of the financial institutions doing it?
Well, the Postal Service——

Chairwoman KELLY. The Postal Service just changed their regu-
lation to include this.

Mr. MANSFIELD. That was the result of testimony by District At-
torney Brown before another Committee where that was the very
problem that caused the first ring that we prosecuted to exist, that
they were wholesale changing addresses with the Postal Service. I
imagine what you are asking me is could we have a move
verification letter with the financial institutions.

Chairwoman KELLY. And with any other with the, as you say,
the credit companies, anyone who has credit information, any de-
partment store that issues credit cards, all of those people could
send verification letters or make verification telephone calls, could
they not?

Mr. MANSFIELD. They probably could. I don’t know what that
would do to the cost of our credit cards. But that also doesn’t ad-
dress the issue of when criminals open up PMBs, operate them as
suites and then apply for credit cards and conduct fraud right out
of that location when they are not actually changing someone’s ad-
dress—you know, just bilking the consumers also.

Chairwoman KELLY. You mean originals.

Mr. MANSFIELD. I have only addressed the identity theft issues.
We have—as an economic crime prosecutor, I have a host of con-
sumer-fraud-related problems that occur also. They are not as large
as the issues involving identity theft, but they also exist at CMRAs.
And those don’t involve changing somebody’s address.

Chairwoman KELLY. I see both Mr. Merritt and Mr. Hudgins
would like to jump in here. Feel free.

Mr. MERRITT. Madam Chairman, I would ask Mr. Mansfield, has
he ever encountered an identity theft problem where a CMRA was
not used, but an apartment complex or a small office was used?

Mr. MANSFIELD. Sure, we have.

Mr. MERRITT. So this is not exclusively a CMRA problem but
there seems to be some feeling although no statistics that show it,
that it is more prevalent at CMRAs than any other particular type
of address.

Mr. MANSFIELD. It is overwhelmingly at CMRAs.
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Mr. MERRITT. But no statistical data to support that.

Mr. MANSFIELD. I can give you statistical data from my office
from the number of cases we prosecute. For the past 4 years that
I have been in charge of the Economics Crime Bureau, without
being back there and doing research, I have probably had a hand-
ful of cases involving apartment buildings and the rest actually in-
volve CMRAs.

Mr. MERRITT. If in fact the CMRAs were completely shut down,
if the Postal Service made it illegal to be a CMRA, are you actually
of the belief that there would be any significantly less identity theft
perpetrated or would the perpetrators be ingenious enough to find
an alternative which is not regulated like an apartment or small
office where identification is not required at all?

Mr. MANSFIELD. As a lawyer, it is difficult to answer speculative
questions such as that. But all the cases we worked on—the crimi-
nal element is very intelligent. We are always, unfortunately, one
step behind them. I am sure it would take a large chunk out of the
identity theft issue. We are not asking CMRAs be shut down. They
serve legitimate purposes.

One of the other hats I happen to wear at the District Attorney’s
Office, I am in charge of our witness protection program; and I re-
locate witnesses throughout the United States. And one of the
things that I do when I have my detectives relocate witnesses, we
set them up at a CMRA in order for them to get their mail. So the
conversations that were being had with the women from the do-
mestic violence group impact our way of relocating witnesses who
have death threats against them also.

Chairwoman KELLY. Right. Mr. Mansfield, I am glad you offered
that. I think this is a really difficult problem that we must work
through with a lot of information. You don’t know of anyone who
happens to have any statistical basis for this particular rule that
the USPS promulgated, do you?

Mr. MANSFIELD. Madam Chairperson, I am not here on behalf of
the Postal Inspection Service. I am here on behalf of the law en-
forcement community in New York. But I can tell you that one of
the reasons that we opted to open a CMRA for our sting operation
was the statistical data that we were getting from the financial in-
stitutions about losses that were occurring at specific addresses
and at specific with zip codes. Then we were able to reduce it to
specific addresses. So I think perhaps the financial community
would be in a position to give you some of that statistical data that
you seek.

Chairwoman KELLY. Thank you very much.

Mr. Hudgins.

Mr. HUDGINS. If I could just add, I think your point is well taken
when you say perhaps some sort of a confirming phone call would
be useful. I suggest in my written testimony that one of the prob-
lems of not having a process by which the Postal Service must vet
these issues before the fact is that it might overlook what I would
call a more minimalist solution that would deal with, say, 90 per-
cent of the problem. It might involve, for example, phone calls; it
might involve, for example, the fact that credit companies have ac-
cess to a data base where they can learn whether an address in
fact is a CMRA.
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Perhaps companies could organize their own internal workings
differently so that if an individual has a CMRA address and is
moving, well, the company would check that one particular indi-
vidual carefully. And perhaps a combination of those kinds of safe-
guards would head off 90 percent of the problem. That is why I
think if the Postal Service were subject to the Paperwork Reduc-
tion Act and lots of other acts, that we would have vetted these
issues 2 years ago and we wouldn’t be having this conversation
now.

Chairwoman KELLY. Mr. Merritt.

Mr. MERRITT. Madam Chairperson, one thing I would like to
clarify, there seems to be some misconception that identification
was not required in order to rent a CMRA box prior to these regu-
lations, which is not the case. Identification was required before
this, and one of the most onerous things that the existing small
business community finds about these regulations is the fact that
they are retroactively forcing people like Sandi Taylor, who has
been in the same CMRA location for many years, to now fork over
significant identification, again.

I would argue that if fraud of any type is perpetrated at CMRAs
it is probably perpetrated by the people who come in, open a box
for a short period of time and then leave. So consequences of these
regulations are forcing existing boxholders to go and reaffirm their
identities and provide significant personal information—I might
add that information that people are fighting to keep private—is
the same information that has found its way so prevalently out into
cyberspace that now facilitates the identity theft that they are try-
ing to curb with these regulations. So protecting your personal in-
formation prevents identity theft, identity theft is the result of un-
protected private information.

I would ask if you would not agree with that, Mr. Mansfield.

Mr. MANSFIELD. I think I agree with that, yes.

Mr. HUDGINS. If I could add to what Rick has just said, we find
that, in fact, many of the CMRAs are not allowing new customers
to have “suites” or “apartment” addresses, that they are doing that
voluntarily. So it seems that most of the suite and the apartment
addresses in the future are going to be the older ones, and those
are not the quick-hit artists who are pulling the scam. So it seems
like, in a sense, the market is starting to take care of the situation
all right.

Mr. MERRITT. I might, if I could, add that the people that have
rented a box the longest are the ones who are going to endure the
most cost because they would have had the most clients that have
the old address. So the people least likely to perpetrate crimes are
the ones that suffer the most from these regulations. Thank you.

Chairwoman KELLY. I thank you.

Now I am going to turn to my colleague from New York, Mr.
Sweeney.

Mr. SWEENEY. Thank you, Madam Chairwoman. I came late, and
you have been here a long time. I will try to be brief.

Mr. Mansfield, I, too, am a very strong supporter of the law en-
forcement community in New York. I am sponsor of six asset for-
feiture bills in the House and regularly take on both the right and
the left on those issues. So this reminds me—these regulations re-
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mind me of some of the same arguments used in those instances,
and the question is, where is the line drawn and where it is most
effective?

So while you are not representing the post office here you are
someone who can find—someone who can find those lines of delin-
eation where we protect folks. There are five broad requirements
in the new rule, and I think one of the keys to this hearing and
our process here in the Committee is going to be try to find a way
to narrow that process down and achieve the goals.

You said that the reason financial institutions change addresses
to CMRA boxes is because legitimate people use them, and I think
Mr. Merritt has touched on this a little bit as well. Why would a
PMB designation do anything then if that is the case?

Mr. MANSFIELD. Because if someone is calling up and saying, 1
have moved; this is my new address, that is not where they have
moved to. If it is a PMB or a post office box, you know mail is
changed a lot, and it is changed to post office boxes or something
that it is clearly identifiable as to where it is going. When you say
you have moved, this is where I now live, you are not living in that
6-inch box. You are getting your mail there. That is a legitimate
thing to get your mail somewhere, but then it requires a follow-up
question, where are you moving to?

All the PMB designation is doing is it is indicating what the re-
ality is, that this is a place that an individual is receiving mail and
should be accepted as such. You shouldn’t be able to have the fa-
cade that you have moved to a location when in point of fact you
haven’t moved there.

Mr. SWEENEY. All right. But I think—well, okay. Let me go down
because I know you want to finish it.

Mr. Merritt, who is your biggest competitor?

Mr. MERRITT. My biggest competitor? PostalWatch? As far as I
know, we don’t have a competitor.

Mr. SWEENEY. Would the postal authority be your biggest com-
petitor?

Mr. MERRITT. We represent the individual boxholders as a grass-
roots organization, Congressman Sweeney, so we don’t really have
a competitor I don’t think. We are a dot-org. We are just trying to
protect the boxholders from these regulations.

Mr. SWEENEY. Let me ask you, Mr. Hudgins and Mr. Morrison,
if we were to extend the Regulatory Flexibility Act to include the
post office in this process, would that be an appropriate first step?

Mr. HUDGINS. I think it absolutely would be an appropriate first
step.

Mr. MORRISON. I would strongly agree with that. In fact, I actu-
ally mentioned that in the testimony.

Mr. SWEENEY. Okay. Thank you.

Chairwoman KeLLY. Thank you.

Mr. Morrison, I want to say that I found your testimony ex-
tremely enlightening, and I appreciate the fact that you were will-
ing to be as absolutely direct as you were. I agree with some of the
questions that you raised, and I hope that we are going to get an-
swers.

Mr. Mansfield, one more question. I am sorry we all seem to be
alighting on your doorstep here, but since you actually have a prob-
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lem from both aspects of this issue, have you thought through what
you think might be a good idea for—if we are going to have to have
a regulation of some sort, what kinds of regulations or what kind
of regulation would be something that could protect our privacy as
individuals yet still give you, as a law enforcement officer, the arm
that you need?

Mr. MANSFIELD. Madam Chairperson, I assume you are speaking
in terms of getting the identification of the person who is renting
a PMB when someone goes in to get that information. You know,
I know there was talk earlier this morning about the requirement
of a search warrant. Without having addressed it to other members
of the law enforcement community, I could tell you that we would
be strongly opposed to the requirement of a search warrant for that
information. That requires us to have a representation of probable
cause to a magistrate before they are able to issue it, and it re-
quires us sitting down and filing a document with the court.

In similar situations, for instance when we want to get sub-
scriber information from the telephone company for—what we call
a nonpublic number, a number that is not published, it requires us
to issue a subpoena to the telephone company, and they will give
it. As a prosecutor, I am able to sign a grand jury subpoena and
get this information. If a defense attorney wants it or private litiga-
tion, it requires a judge to sign it.

Similarly, under the Fair Credit Reporting Act there are require-
ments for judicial subpoenas in order to get somebody’s credit bu-
reau from a credit institution. Those are all requirements that are
less than a search warrant but somewhat more than just walking
in off the street and saying, give me that information.

So during the course of an investigation many times you don’t
have probable cause to get a search warrant, but you certainly
need information that is going to lead you to probable cause for
search warrants for other locations.

Just this week we happen to be working on an investigation in-
volving diverted merchandise, and we had to go to a self-storage lo-
cation because we needed information. We knew that the person we
were looking for stored their stolen material on the third level of
the storage place. So we had to send our detectives in to get infor-
mation about everybody that was renting boxes on the third floor,
and then we were able to find the individual we were looking for,
and that required us to give a subpoena to the owner of the self-
storage place. There is no legal requirement for that. He could have
just said, I am not giving you the information. So we are—I was
required to draft a grand jury subpoena and then he gave the de-
tectives that information.

So I think that, if we were to mirror what was being done in
other areas, particularly with the telephone company, I think that
would certainly assure the privacy rights of individuals. And as
someone who relocates witnesses that have death threats against
them all over the United States, I certainly wouldn’t want the peo-
ple who have been in harm’s way and I am trying to take them out
of harm’s way to be in a situation where somebody could walk in
a door and just ask for that information and get it without any le-
gitimate reason for having it.
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Chairwoman KELLY. And I am sure that the domestic violence
people would agree with you on that.

As you probably heard if you were here earlier today, I am hold-
ing this hearing open for an additional 14 days. There will be ques-
tions from other people who have not been able to be here. And I
am going to ask Mr. Sweeney if he has any further questions before
we close the hearing.

Mr. SWEENEY. Just one. Maybe Mr. Merritt could help me. I
mentioned it at the opening of my statement.

I have a constituent who has had his mail—delivery of mail has
stopped. And just does this individual have or any of those who
face this situation, do they have any recourse at this time? And his
customers—how will his customers be able to receive their mail?
One of his customers yesterday—this is how we heard about this—
went to the post office, and they refused to give her her mail. She
is a self-employed individual and what she was essentially picking
up were checks.

Mr. MERRITT. I got the impression earlier this morning that Mr.
Spates welcomes anyone having a problem to contact him directly
to resolve it on an individual basis.

The problem was touched on earlier this morning, that is that
the enforcement of these regulations is not being uniformly admin-
istered. They are not supposed to be withholding anybody’s mail,
Congressman Sweeney, but that dictum hasn’t been able to find its
way out on a universal basis in the field of the Postal Service ad-
ministration.

I can empathize with the size of the organization with almost a
million employees how difficult it might be to get information dis-
seminated to everybody so that the correct things get done. I guess
that makes it more important that they do regulations correctly in
the first place.

We maintain a web site at PostalWatch.org and you can have
any of the people contact us and we will try to contact the Postal
Service as well or their CMRA can also contact them. Mr. Spates
seemed to indicate he was willing to help anybody that was indi-
vidually offended on a personal basis.

Mr. SWEENEY. As you can imagine, they are going to be getting
a phone call from me probably in about half an hour.

Mr. HUDGINS. I will just add that, in my testimony I brought up
one case of a woman in northern Virginia who received her “we are
going to cut off your mail” letter. She has actually lost a third of
her b&lsiness. I have the copies of the letter here to submit for the
record.

Mr. SWEENEY. I have a similar letter.

Mr. HUDGINS. And that argues that the Postal Service represent-
atives this evening should go back, issue a memo to all Postmasters
saying, “you will not send out any of these letters, you will not en-
force these regulations until we can decide exactly what it is that
these regulations mean.” It seems that that is a minimum that
they could do.

By the way, I also point out in my written testimony that the
Postal Service is not subject to Title 5, chapter 7, of the U.S. Code
that grants citizens an appeals process against actions that are “ar-
bitrary and capricious.” That would suggest that, again, the Postal
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Service should be subject to a lot of the same regulations that other
government regulatory agencies are subject to.

Mr. MERRITT. If I could further answer or put some light on your
constituent’s problem, when a person is denied mail from a P.O.
box, there is a specific administrative procedure which the Postal
Service must go through. It seems they have crafted these regula-
tions in such a way as to deny people, individuals of that process
because they are expecting the CMRA to, if you will, do their dirty
work for them.

So what they are basically saying is, if the CMRA doesn’t have
compliance—in other words, if the people who rent the mailboxes
from the CMRA don’t do what they are supposed to do, then the
Postal Service will shut down the CMRA. And somewhere in there
they seem to have the idea that they don’t need to go through their
individual administrative procedures for actually withholding
someone’s mail in that process. That I think will, if it actually hap-
pens, will remain to be something decided in the courts at some fu-
ture date.

Chairwoman KELLY. Thank you very much. I want to thank this
panel very much for appearing here today and for being very direct
in your testimony. I have a feeling that we may be talking with
each other for some time to come until we get this issue resolved.
But thank you so much. Thank all of you for being here today.

At this point, the hearing is adjourned.

[Whereupon, at 1:35 p.m., the Subcommittee was adjourned.]



51

SUE KELLY, New York BiLL PASCRELL, JR,, New JERSEY
CHARWOMAN FaNKING MINORITY MEMBER

Congress of the Wnited States
House of Representatines
106th Congress
Committee on Small Business
Subrommirtee op Tegulatory Reform and Paprroork Redurtion
B-365 Raphom House Ofice Buiiding
Washington. DE 20515-6317
Opening Statement

Chairwoman Sue Kelly
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of the Committee on Small Business

Good morning. Today the Subcommittee on Regulatory Reform and Paperwork
Reduction is meeting to discuss United States Postal Service (USPS) regulations
regarding Commercial Mail Receiving Agencies {CMRAs) and their clients, Private Mail
Box (PMB) subscribers. USPS officially issued its injtial final rule on March 25, 1999.
However, it is my understanding that over the past seven months, USPS either modified,
repealed, delayed or clarified most of the initial requirements contained in the final rule.

As I'm sure most of my colleagues in Congress would agree, my office received an influx
of constituent opposition to the regulations after USPS enacted the final rule. Personally,
1 did not realize the severity of the problem until Mr. George Russell, an owner of 2 HQ
Global Workplaces franchise, testified at our Subcommittee’s field hearing on September
1, 1999, in White Plains, NY regarding, “The Impact of Federal Regulations on Small
Bausinesses in the Hudson Valley.” Mr. Russell provided insight on how the regulations
will affect hig fellow CMRAs as well as the business that subscribe to his services, T am
glad Mr. Russell could be with us today in Washington to testify on this issue again,

After hearing Mr. Russell’s testimony, upon my return to Washington, I immediately
signed on as & co-sponsor to Representative Ron Paul’s legislation, H.J Res. 55, that
would use the Congressional Review Act to disapprove this rule. In early September, 1
also discovered that Chairman Talent of the full Committee had an outstanding document
request on this issue. 1t was the second document request sent to USPS by the
Comumittee.

On May 19, 1999, Chairman Talent’s first letter to Postmaster General William I.
Henderson reguested the Postal Service’s “economie analysis on the impact of the final
rule on smal} business.” Almost two months later, on July 13, 1999, USPS Government
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Relations wrote Mr. Talent a two page response. The response did not even mention the
words, “economic.” “analysis,” “ymall” nor “business.”
Chairman Talent sent a second and more detailed document request on August 16, 1999,
Due to the urgency of the regulations, he requested the response by August 31, 1999, On
August 31, 1999, USPS Government Relations called Committee staff to ask for an
extension. Itis my understanding that USPS and the Committee staff agreed on
September 9, 1999. However, even after USPS started to enforce these regulations, even
after we invited Mr, Henderson tc appear before the Commitiee today, USPS did not
deliver its response until five days ago. Once again, USPS did not address all of Mr.
Talent’s document and information requests. ‘

"'m not sure why Mr. Henderson could not make it here, but | hope the Postal Service
officials he sent to replace him will be more forthcoming in responding to Congressional
concerns today.

1 am looking forward to hearing the testimony presented by both panels today. Our first
panel will weigh the interests of stakeholders—the small businesses and domestic
violence victims that subscribe to private mail boxes, the small entrepreneurs that run
commercial mail receiving agencies and a coalition consisting of CMRA franchises and
franchisees—with the interests that inspired the Postal Service to issue these regulations.

Our second panel will look at the broader issues involved. The balanced panel will
debate the public’s necessity for the regulations versus the possible costs to the citizens
affected. The panel will also address the Postal System’s role as a “quasi-governmental”
agency. We will discuss how USPS operates within its regulatory capacity in some
instances and its commercial capacity in others.

T will now yield to my good friend from New Jersey, the Ranking Member, Mr. Pascrell,
for any comments he may wish to make.
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Rep. John E. Sweeney
before the Regulatory Reform & Paperwork Subcommittee
October 19, 1999

Madam Chairwoman, thank you for the opportunity to let me speak
about the Postal Services’s regulation of Commercial Mail Receiving
Agencies.

Yesterday I found out that Mr. Greg Tucci, owner of P.A.S.S. of
Granville, a small businesses in my district, was issued a death sentence.
This local proprietor of who runs a CMRA was told by the local post
office that his mail delivery was being suspended. All of his customers
refused to fill out the revised PS form 1583. As aresult, Mr. Tucei
received a letter from the USPS District Manager stating, “delivery
service to your commercial mail receiving agency is suspended
immediately”.

The Postal Service is effectively shutting down a small business in
Granville, New York. 1 don’t know about any other Members here
today, but I can’t spare any more small businesses in my district. I ask
unanimous consent that this letter from the Post Office be entered into
the record.

Yes, everyone wants to reduce fraud. Unfortunately this rule
opens the door for identity theft, invasion of privacy and threats of
violence. We must ensure that small businesses are not put out of
business because of this unnecessary and poorly thought out regulation.

Madam Chairwoman, I look forward to hearing the testimony of
the witnesses. Thank you for the opportunity to speak today on this
important small business issue.
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Statement by Congressman Bill Pascrell, Jr.
Small Business Subcommittee on Regulatory Reform and Paperwork
Reduction
Hearing on United States Postal Service’s Regulations Concerning
Commercial Mail Receiving Agencies

Good Morning. I would like to begin by thanking Chairwoman
Kelly for bringing this important issue to the attention of the
Subcommittee. I would also like to thank our distinguished panelists for
their participation in today’s hearing.

Small businesses are the engines of growth for our nation’s
economy. They are indeed the very backbone of our economic system. In
examining how regulations affect the small business community — we are
then better able to make adjustments to alleviate any undue burdens.

And that is precisely why we are here today. The Postal Service has
issued a final rule regarding Commercial Mail Receiving Agencies and
their clients. Under this new rule customers will be required to write
“PMB” or the “Pound Sign” followed by the box number in the second
line of the mailing address.

The small business community - and others - have raised concerns

about the net effect of this rule. Let me say that by definition, small
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businesses are disproportionately affected by regulations — because of their
very size. At the same time, the Postal Service has stated unequivocally
that the point of the new policy is to combat mail fraud. They maintain
that too often, criminals rent mailboxes to use as a front for illegal
activities that include credit-card fraud, identity theft, and schemes to
swindle the elderly.

I believe that today’s hearing represents a prime opportunity to hear
from both sides of the issue and hopefully come to some conclusions about
what can be done. I must say that I am concerned about several aspects of
these regulations and how we got here. I think the Postal Service needs to
re-examine their rulemaking process — and they need to take into
consideration the concerns of all those affected, including small businesses.
Regulations should be formulated with the full participation from those
who will be potentially impacted.

Thank You.
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Statement of
Anthony J. Crawford
Inspector in Charge, Mid-Atlantic Division, U.S, Postal Inspection Service
United States Postal Service
hefore the )
Subcommittee on Regulatory Reform and Paperwork Reduction
Committee on Small Business, U.S. House of Representatives
October 19, 1999

Good moming, Chairwoman Kelly and members of the Subcommitiee.
Joining me today is Mike Spates, Manager of Delivery for the Postal Service.

Qver the past two years, both of us have been very involved in
developing, implementing, and modifying regulations governing commercial mail
recelving agencies, or CMRAs. We appreciate the opportunity to discuss recent
changes to these regulations and our reasons behind them.

We also appreciate the work you do on behalf of the small business
community. Like you, the Postal Service recognizes that small and home-based
businesses help drive our nation’s economy and contribute a great deal to our
country's tfremendous success and quality of life.

As we have moved through the process of revising our CMRA rules in
recent months, some have suggested that the Postal Service has overlooked the
needs of small businesses.

I you look at our track record, however, | believe that you will find that this
is simply not the case.

The Postal Service is an important enabler of small businesses,

We are a vital communications link, providing regular, low-cost mail
service six days a week that allows them to advertise, ship merchandise, and
communicate with their customers around the world.

We have a long history of being a leader in contracting with small and
minority-owned businesses, a partnership that benefits us both.

We have many high-quality programs and initiatives that reach out to the

small business market.
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For example, we operate a system of postal business centers around the
country that respond to the concerns of small businesses and help them
maximize their use of the mail. We have prepared small business information
kits, hold regular seminars and fairs, and provide other useful tools that target
their specific needs. We are designing new Intemet services that benefit small
businesses. Most recently, we have worked with the private sector in pioneering
a way to print postage directly from a personal computer, a service that is
especially useful for small and home-based businesses.

We believe that small businesses are not just an important part of our
country's future, they are critical to the ongoing success of the Postal Service.

We are looking at ways to strengthen our relationship, not diminish it,

Today, you will hear several members of the small business community
discuss the impact of our CMRA regulations on their livelihoods. The Postal
Service is well aware of these views and is sensitive to the many concerns that
have been raised, not just by small businesses, but by all the groups and
individuals who have been impacted by our changes.

For the past six months, we have been meeting with representatives of the
CMRA industry, the Smalf Business Administration, the National Federation of
Independent Businesses, the National Association of the Self-Employed, the
Federal Trade Commission and other government agencies, law enforcement
officials, the National Coalition Against Domestic Violence, corporate executive
centers, mailing associations, and many others to get all of the issues and
concerns on the table and find a fair, workabie resolution.

What we have found-—and what we believe will be made clear here today—
is that the CMRA regulations impact many different groups in many different ways.
There are a number of legitimate, but often opposing, interests. The Postal Service
has found itself in the middle, attempting to strike a fair balance between them.

On one side, for example, there are consumer groups, law enforcement
organizations, mailing associations, and financial and credit card companies that
seek to curb fraud and support the basic intent and nature of the regulations.
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The National Consumers League {NCL), the oldest nonprofit consumer
organization in the nation, has told us that of the 30-50 fraud reports that they
receive each day, more than 10 percent involve CMRA-related promotions.

The NCL says that it is “obvious that fraudulent telemarketing and Internet
promoters are abusing this alternate mail deliveryvsystem," and indicated that
they believe that some of the new requirements do not go far enough. For
example, they suggested that the term "PMB” be spelled out as “private mail box”
so that customers would understand clearly what it means. The Postal Service,
concluded this important consumer watchdog organization, has both the “right
and the obligation to ensure that this mailing alternative is not used as a conduit
for fraud and other forms of illegal activity.”

Several law enforcement entities, including the United States Secret
Service, the International Association of Financial Crime Investigators, and nearly
half of the nation’s state attorneys general, have expressed support of the
revised CMRA rules as a way to curb fraud.

The attorneys general, in particular, have been vocal advocates of tougher
CMRA standards. They have told us, for example, that some charitable
organizations use CMRAs to give the appearance that they actually have a
physical address in the communities where they conduct their fund-raising
campaigns. Then, they funnel the funds back to different states often many miles
away. Citizens are more likely to give to charities that they believe will help their
local communities, and the attorneys general view this as a deception.

Some states, like Pennsylvania and Arizona, have laws or court decisions
that prohibit the use of “suite” or “apartment” in the addresses of CMRA
customers because they are misleading and deceptive. Several other states are
considering similar legisiation, but have been awaiting the outcome of our
discussions with the CMRA industry and others.

Two large mailing organizations—the Advertising Mail Marketing
Association (AMMA) and the Parcel Shippers Association (PSA), which
collectively represent thousands of American businesses and nonprofits—have

urged us to adopt strict CMRA rules,
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The AMMA points out that the "need for a secure means of communicating
and transacting business through the mail should take precedence over the
concems of those who act as receiving agents.” The AMMA says that while “some
might feel these rules impose an unjustifiable burden.. .[wle strongly believe that
the value of mail as a means of communication and commerce is only as good as
the privacy and security the USPS provides.”

Several companies and associations representing the financial services
and banking industry have expressed fo us serious concerns about the rise of
identity theft and account takeovers by criminals using CMRAs and the impact
this has on the success of their businesses and America’s economy. They
include the American Bankers Association, VISA, American Express, Novus
Services, Wells Fargo, and the American Financial Services Association.

The American Bankers Asscciation, for example, indicates that their
members have experienced a “sharp increase in fraudulent activity involving
cards mailed to CMRA addresses.”

VISA, which alone represents 21,000 financial institutions around the world
and more than a trillion dollars in financial transactions each year, tells us that
tougher CMRA rules would be a “powerful disincentive” for criminals using CMRAs
to maintain anonymity. VISA indicates that nearly a quarter of the total fraud losses
incurred by their member institutions involve the misuse of the mail, and that a
“substantial portion” of that fraud occurs through CMRAs. VISA says that they have
been unable to stem the rising tide of identity takeovers and other kinds of
CMRA-related fraud despite concerted efforts and programs over the years.

Finally, one group that does not have a voice at the table today, but that
we have had personal experience in dealing with, are the victims of CMRA fraud.
Our postal inspectors have seen first hand the devastation and losses these
individuals have experienced. Some have had their identities stolen and have
been forced to deal with the stress of fighting to straighten out their credit ratings,
jeopardizing their ability to obtain mortgage and car loans. Others, including
many elderly citizens on fixed incomes, have been scammed out of thousands of

doltars and lost alt or part of their life savings.



60

[#1}

Many elderly citizens, in particular, have been swindled by promotions
involving sweepstakes and games of chance. Often, companies use CMRAs as a
shield to defraud the public. One Canadian criminal, for example, bitked Americans
out of more than $128 million through illegal lotteries and fraudulent sweepstakes.
To help conduct his scheme, this individual set up private mailboxes in 25 CMRAs
across the country. All of the mail he received was forwarded to another address.

Legislation addressing deceptive mailings was passed unanimously by the
Senate over the summer. The House Government Reform Committee is currently
considering similar legislation.

A number of businesses large and small have been victims of CMRA fraud.
Many cases involve fake billings for office supplies or bogus Yellow Page listings.

k In one such false billing scheme for trash bags and maintenance supplies, six
individuals used CMRAs fo bilk companies out of at least $1.2 million. In another,
two foreign nationals used more than 100 “mail drop” addresses in the United
States as fronts for fake Yellow Page listings that cheated businesses out of more
than $8 million. These criminals then had the mail and their illegal proceeds
forwarded to Toronto, never even setting foot in the United States.

Some of the most prominent CMRA cases we have investigated involve
child pornography and the distribution of illegal drugs.

in fact, the most prolific child pornography distributor we ever identified used
CMRAs. The Inspection Service was able to put the company out of business and
its principat and many of its customers behind bars. In another child pornography
case, the suspect said that he preferred using private mailboxes because they are
not as “high risk” as post office boxes.

The illegal activities conducted through private mailboxes increase the
availability and demand for drugs and pornography, and this obviously takes a toll
on the lives of individual citizens and our society as a whole. It would be impossible
to calcuiate the financial costs and emotional toll these activities have had on our
nation, but we believe from our own experience that it is significant.

The Inspection Service has been questioned on why it cannot provide the

total number of investigations that involve CMRAs.
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Historically, we have tracked investigations by the type of illegal activity—
such as pornography or identity theft—not by the tool used to carry out that activity.
Also, based on our experience with ZIP Code changes, a one-year period to
deplete stationery supplies seems reasonable and sufficient.

Given the sensitivity of this issue, however, we have recently begun testing a
system that would enable us to track CMRA-related fraud and crime.

Even if the Postal Service did have statistics today on past CMRA cases,
however, we do not believe that it would add a great deal to this discussion.

The Postal Inspection Service, after all, is just one law enforcement entity that
investigates and prosecutes illegal activities using private mailboxes. A more
accurate number would have to include cases investigated by the Federal Bureau of
Investigation, state attorneys general, and local district attorneys.

In addition, if we did have an exact count of the cases involving CMRAs,
at what threshold would these statistics be considered sufficient? How many
Americans must have their identities stolen and their lives turned upside down
before we say enough is enough? How many millions of dollars must be taken
away from vulnerable Americans like the poor and elderly before we take action?

The Postal Service is convinced, based on our own experiences and’
those reported to us by the law enforcement community, consumer groups,
financial companies, and even the CMRA industry itself, that many illegal
activities are conducted through CMRAs. We have been urged by many different
groups to take action, and that is what we have done.

On August 27, 1997, we published the criginal proposed revisions to the
regulations in the Federal Register for a 60-day comment period. At the request
of the CMRA industry, we republished the proposed reguiations in the
November 24 Federal Register to allow an additional 30 days for comments.

Nineteen months later, a final rule was published in the Federal Register on
March 25, 1999, effective April 26, 1999. The following outlines the basic
provisions contained in the regulations at that time:
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CMRAs must register, using Form 1583A, Application to Act as Commercial
Mail Receiving Agency, with the Postal Service within 10 days of the

Aprit 26" effective date to act as an agent to receive mail for others.
CMRAs are to require two forms of identification, one of which must
include a photograph, to rent private mailboxes to their customers using
Form 1583, Application for Delivery of Mail Through Agent. The reverse
side of the form has a Privacy Act Statement identical to the statement on
the application for renting a Post Office Box (Form 1093). An element of
the statement reads, “The Postal Service may disclose this information ...
to anyone when the delivery address is being used for the purpose of
doing business with the public.”

CMRAs are not authorized to deliver mail to a box uniess a Form 1583 in
that name is an file; the effective date for having the completed form on
file is June 26, 1998,

CMRAs are not authorized to accept Registered, Insured, or COD mail.
CMRAs will submit quarterly lists of their box holders to the Postal Service.
CMRA box holders must use the designation "PMB” (private mailbox) and
number (e.g., 123) in their mailing address. Suite, apartment, or other
designators are not allowed; the compliance deadline is October 26, 1999.
CMRAs are to affix new postage to re-mail to former customers for at least
six months, rather than indefinitely as required under current provisions;
after the six month period, CMRAs will endorse and return First-Class Mail
for former custormers to the post office without the need for new postage.
CMRAs will endorse and return mail o the post office for which the CMRA
has no Form 1583 on file; no new postage required.

CMRAs will be notified in writing by the Postal Service of any infractions
and be subject to suspension of delivery for failure to correct the
infractions in a timely manner. However, any suspension must be
reviewed by more senior officials before being made effective.
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Overall, the new CMRA rules improve the security of the mails by strengthening
the requirements involved in the application for and use of a private mailbox. They
also bring the provisions in line with those governing post office boxes.

At the same time, we have been sensitive to the impact that the
regulations have had on those who must implement them and other groups that
might be affected. As | pointed out, we began the process of revising the
regulations back in the fall of 1997. We gave interested parties two separate
opportunities to voice their concerns, and we studied and considered those
comments for well over a year before issuing the March regulations.

After we published the revised rules, however, we began receiving calls
and letters from Members of Congress and others about the impact these
changes would have on the CMRA industry and their customers. Some of these
concerns were familiar to us. Some, however, were entirely new.

We soon realized that even though there were strong voices telling us to
adopt stricter CMRA rules, there were equally strong voices saying that the
March regulations raised a number of problems and concemns.

We decided that the best approach would be to strike a balance between
the differing viewpoints. In April, former Chief Postal Inspector Ken Hunter and
other postal officials began meeting regularly with interested groups to gain a
better understanding of their views and concerns. We extended an open
invitation to virtually anyone who wanted to participate in these discussions.
Meetings were also held with various congressional staff.

Over the past six months, we have made considerable progress in
identifying key issues and working out mutually agreeable solutions.

As a resutit of these meetings, the following modifications, clarifications,

and agreements have been made:

« To address privacy concerns, we issued a Federal Register Notice for
public comment on August 26 (30-day comment period) prohibiting the
release of information pertaining to individuals who use either private

mailboxes or post office boxes for business purposes. In the interim,



64

on July 1 and again on August 25, we instructed postal employees not to
release information from the Form 1583.

*  We gave CMRA customers an additional six months to notify
correspondents of the new PMB address requirement and to deplete
stationery with the former address format. Therefore, the compliance date
was extended from October 26, 1999 to April 26, 2000.

o We indicated that mail without the PMB designation may be returmned if the
CMRA box holder does not make a reasonable effort to notify
correspondents of the requirement. The original rule used the term “will".

* We provided that CMRAs may accept accountable mail {(except
Registered Mail).

o We issued additional clarifications and modifications regarding the
remailing obligations of the CMRA, addressing format (four line vs. three
line), acceptable forms of identification, and compliance with deadlines.
These clarifications and modifications were published in Postal Bulletin
22008, dated September 9, 1999.

During the comment period for the Privacy Statement revision,
discussions continued with interested groups to resolve additional issues—
in particutar, the “PMB” designation.

The most recent meeting, held on September 22, focused on a proposal to
drop the “PMB" designation and replace it with the “#” sign. The pros and cons
were discussed at length by a large number of interested groups. in fact, it was the
largest meeting to date, with 33 representatives on hand.

As a result of these discussions, the following elements of a proposal
have been recommended:

s The CMRA industry will prohibit the use of the terms suite, apartment,

or any other designation that implies something other than a mailbox.

+ There will only be two address options for the box holder: PMB or the ‘#”
sign. One or the other must be used; there are no other options.
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o There will be no "grandfathering” of previous CMRA contracts that allowed
customers to use “suite,” etc.

* To assist consumers in identifying an address as a CMRA location, an
intensive joint education program will be developed and conducted by the
Inspection Service, postal operations and the CMRA representatives.
This includes explaining the PMB designation and the procedures for
determining if the "#" sign is a CMRA address or an actual physical
address. The process will give customers direct access to the Postal
Service Call Centers to verify the address.

+ The Inspection Service and the CMRA industry are working together to
develop indicators that will help CMRA operators to identify potentially
fraudulent operations by a box holder,

While these proposals have been widely embraced, there is not unanimous
agreement. Some small business representatives still want to use the designation
“suite” in their private mailbox addresses, even though it is a deception.

The group representing attorneys general from 22 states want "PMB” to be
the only permitted designator. In fact, they actually prefer stronger provisions
pertaining to CMRAs and private mailboxes than originally published by the
Postal Service. As | mentioned earlier, some are considering legislation at the
state level to tighten the address designation requirements.

There is one final issue that | want to discuss this moming, and that is the
total financial impact of the rule changes. After we agreed to let CMRA
customers use current stationery until April 26, 2000, the issue of costs has not
been a serious concern at our meetings. Many participants felt that the price of
fraud is much higher than the expenses that will be borne by CMRA owners and
customers.

Nevertheless, | know some Members of Congress are concerned by the
gstimates they have heard discussed and read in the press. In patticular, a
recent cost study conducted under the auspices of the Cato Institute indicated
that the direct costs of the new regulations could approach $1 billion.
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We have studied closely the calculations used to arrive at that figure, and
based on our understanding of the use of mail and other factors, we believe that
it is grossly inflated. | am attaching to my testimony a statement outlining our
concerns with the methodology and assumptions used to arrive at that figure.

Based on our meetings with the CMRA industry and others, we believe
that all of the major issues and concerns have been addressed to the satisfaction
of most of the participants. There is still some disagreement, and given the wide
range of views, it seems unlikely that we will ever be able to reach a 100 percent
consensus on all of the issues. We do believe, however, that our efforts to
reconcile the many interests invoived have brought everyone to a better
understanding of each other's needs and concerns.

| want to commend the representatives of the CMRA industry in particular.
Most CMRAs do not condone or promote fraud. But the industry acknowledges
that fraud does take place in their establishments. They want to curb these
abuses and improve the image of their industry, and have worked very
cooperatively to achieve workable resolutions.

| believe that we have struck a fair balance between privacy, business, and
customer needs, without weakening the integrity of the regulations. When the new
rules take fuil effect, the Inspection Service will have gained important new tools in
curbing criminal activities involving the mail. We will probably never be able to
eliminate them entirely, but the steps we are taking will go a long way towards
helping to stop crime before it even takes place.

in the end, we hope that everyone will come to understand that the sacrifices
we are making—and | believe that everyone involved has made a saciifice of some
kind—are for a greater collective good that transcends all of our individual interests.
Together, we have fashioned a set of rules that will help create a safer, stronger,
and more enjoyable America. That is something we all agree is a worthy cause.

That concludes my statement. We would be happy to answer any

questions that you might have.

# K ##
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USPS ANALYSIS OF REPORT ON THE DIRECT COSTS
OF CMRA REGULATIONS

The following is an excerpt from the Executive Summary of the Calo
Institute Briefing Papers of July 30, 1999, entitled, “The U.S. Postal Service War
on Private Mailboxes and Privacy Rights,” by Rick Merritt:

“... the new regulations will foist enormous costs on some

1.5 million to 2.5 million private mailbox holders, which inciude
many of the country’s smallest businesses. CMRAs will also incur
expenses, not only of compliance with and notification to box
holders of the new regulations, but also of lost business.

A conservative estimate of the direct costs alone of the new

regulations could approach $1 billion.”

In the section entitled, “The Direct Costs of Regulations,” Mr. Merritt
includes assumptions and costs that we feel are simply unreasonable.

Quoting from a Wall Street Journal article of May 4, 1999, the study assumes
that there are approximately 10,600 CMRAs and 1.5 million private mailboxes. This
figure is used as the lower range for determining the impact of the regulations.

The upper range is based on a requirement of Mail Boxes, Etc. (MBE), the
largest CMRA business in the industry, that new franchises have a minimum of
250 boxes. The author simply multiplied the approximately 10,000 CMRAs by 250
boxes and arrived at the 2.5 million box figure, which became his upper range.

There are several problems with this approach. First, even if MBE’s 250
minimum is followed in every situation, that requirement applies to new, not current,
franchises. Also, while MBE is the largest franchise, they have only about 3,500
outlets in the United States. Therefore, to apply the 250 box minimum to all other
CMRAs is unrealistic and invalid.

The study then assumes, without any documentation, that 70 percent of
CMRA box holders are entrepreneurs and 30 percent are individuals. The study
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also makes no adjustment for box vacancy rates, assuming thatall 1.5t0 2.5
million boxes are rented. The Postal Service is confident that the CMRA industry
would find this assumption unreasonable.

In reviewing the various elements of the cost calculations, one will find
the following figures. Total costs for address changes (supplies, labor, etc.)
range from $377 million to $628 million. These figures are based on the
suthor's unsubstantiated personal estimates that CMRA customers wiil have to
contact 40 individuals or entities that mail regularly to their boxes.

it also assumes that it would take an average of 17 minutes to prepare the
nolices, at an average labor cost per hour of $16.84. The unit costs for
notification supplies are also excessive—31 cents per piece for letterhead and 28
cents for an envelope, plus postage and toner, for a total of 94 cents per notice.
These figures produce a total estimate of $56.5 million to $94.2 miltion for
notification supplies, depending on the number of boxes assumed. However, a
20-cent postal card preprinted with the address change information, which is
what many small businesses would use, would reduce the supply cost and
postage by 79%.

The labor costs to prepare the notices are calculated to be $4.77 each, with the
17 minutes assumed per notice charged at $16.84 per hour. Adding in the supplies’
cost of $0.94 per notice produces a total of $5.71 for each notice. The study assumes
a 10 percent second notice rate, bringing the cost to $6.28 per notice.

Therefore, the combined notification costs (supplies and labor) for all
entrepreneurs are between $264 million and $440 million. This equates fo a one-
time cost of $251 per entrepreneur box holder to notify 40 customers when using
the unrealistic assumptions contained in the study.

The analysis, moreover, did not include any reference to the fact a small
business receives monthly billings and orders at various frequencies throughout
the year. Typically, bills give recipients the ability to update change of address
information. Given the one-year transition period for address compliance, there

would be many such opportunities to minimize notification costs.
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Costs of new office supplies were estimated for all entrepreneurs to be
between $322.5 and $537.3 million. Without going into the per unit numbers, the
assumption used is that all stationery, business cards, and checks will be
reprinted well before the compliance deadline, if not immediately. There is no
allowance for stock depletion and replacement during the one-year transition
period. Such an affowance would reduce these costs significantly.

In addition, the author is assuming that all box renters (1.5 million to 2.5
million, of which 70% are entrepreneurs) are current renters and will be renters at
the end of the transition period. There apparently is no assumed normal turncver.
Therefore, no allowance is made for new renters, who would not have to change
stationery because of the regulations. This omission is not realistic and also
contradicts an assumption used in the section entitled, “Initial Direct Costs to
CMRAs.” In this section, it is assumed that CMRAs wiil lose 18 percent of their box
rental revenues due to the regulations, or $40.5 million to $67.5 million. This
15 percent is not reflected as an adjustment to the direct costs to box holders nor is
it used to assume a vacancy rate and a turnover rate in previous calculations.

One of the more curious factors in the analysis of CMRA costs is the
assumption of 5 minutes to either explain or argue about the new regulations for
each of the 1.5 to 2.5 million box holders. At $16.84 per hour, the author
calculates each explanation or argument at $1.40, bringing the grand total for
arguing and explaining to an additional $2.1 to $3.5 million.

in summary, the Cato Institute study appears fraught with unreasonable
assumptions, unsupportable calculations, and unexplained contradictions.
Therefore, we believe it is not a reliable or realistic figure for determining the

costs of the revised CMRA regulations.

# # # #
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TESTIMONY OF RACHEL HESKIN
BEFORE HOUSE SUBCOMMITTEE
ON PAPERWORK AND REGULATORY REFORM

OCTOBER 19, 1999

Madame Chair, Members of the Subcommittee, thank you for the opportunity to testify
today before your subcommittee on the CMRA Regulations. I am here today representing a
group of CMRA owners including national franchisers, franchisees, and independent store
owners. My group includes my company Mail Boxes Etc., PAK MAIL, Post Net, Postal Annex
+ and the Associated Mail and Parcel Centers. Together we represent the vast majority of the
over 10,000 Commercial Mail Receiving Agencies in the country. Our group has been active on
these regulations since they were originally proposed.

Our initial position was to oppose these regulations. During the initial publication and
subsequent comment period in July and November 1997, we actively generated the over 8,000
comments opposing these regulations. Nevertheless, the Postal Service put these regulations into
effect. Since their publication, we have been working with the Postal Service and members of
Congress to determine if these regulations can be implemented in a mannsr which can be
workable for our industry.

I am pleased today to tell you that our effort with the Postal Service seems to be working
toward success, and we may soon be in a position to accept the regulations in a modified form.
Our group has found the senior management of the Postal Service, particularly retiring Chief
Postal Inspector Ken Hunter, his successor, current Chief Postal Inspector Ken Weaver, and

Manager of Delivery Michael Spate willing to work with us to solve most of the problems which
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the current regulations have created. We intend to continue this effort with the Postal Service
until all outstanding issues have been solved.

Solutioné Discussed
Inn our working group convened and chaired first by Ken Hunter and now by Ken Weaver of the
Postal Inspection Service, we have tackled all the tough issues. Attached to my testimony is a
description of the various solutions which we have discussed. A number of these will require a
new round of publication and comment in the Federal Register while others can be immediately
implemented in the Domestic Mail Manual. However the attachment describes our
understanding of the agreements which we have reached with the Postal Service with the sole
exception of some details relating to the Termination of Service issue which we are still
discussing with the Postal Service. At this point let me highlight some of the more important

issues.

PMB Designation--As the members of the Committee know, this is one of the most emotional
issues for our customers and has resulted in a great deal of communications to Congress by our
center owners and customers. At our last meeting, the Postal Service agreed to a solution to this
issue which we believe is highly workable:

Regulations will be amended to provide the following;
. An address designator must be provided on line 2 or 3 of the mail at a CMRA.
. The approved designator may be PMB or #.
. All other designators will be prohibited including suite and apartment.

. There will no “grand fathering” of suite for any box holder.
. The mail to the CMRA owner will be unaffected by the regulations.

[ N R S

This solution must be proposed in the Federal Register as a formal change to the regulations.

Most of our stores already urge their box holders not to use any designator other than #. This
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will not disrupt the mail or create a stigma for our box holders and is acceptable to our group.

Fraud Protection--The Postal Service has stated that their motivation for these regulations was
to prevent mail fraud. All our members share this goal, and we have devised a proposal for the
Postal Service and the CMRA industry to work together on this important issue. Our joint
agreement is described below:
USPS/CMRA Industry Fraud Task Force--The USPS and CMRA industry will
establish a joint task force as follows:
1. To develop a joint protocol by which CMRA owners can better identify
potential fraud and to notify the Postal [nspection Service of same.
2. To develop a training regime to be incorporated in training of CMRA owners
and staff as part of new CMRA establishment and for retraining.
3. To develop a list of CMRA addresses which will be posted on the USPS
website and toll free telephone number This will permit any customer to check an
address to determine if it is a CRMA.
It is our intent to meet with the Postal Service later this month to begin establishment of the joint
task force. We firmly believe that the best way to attack this issue is with a joint effort

combining the skills of the Inspection Service with our everyday knowledge of the CMRA

industry.

Termination of Service to CMRAs--This remains the area in which work must be done. The
current CMRA regulations contain a provision by which a postal manager can order termination
of mail service to a CMRA owner for all his customers because the CMRA owner is not in
compliance with the CMRA regulations. This is very threatening and has been dubbed “the death
penalty” by some in our industry.

The Postal Service has assured us that this will not be misused by overzealous local



73

postmasters and the regulations do include a requirement that any termination order be approved
by a higher Postal Service official. Unfortunately, some overzealous postal officials have already
sent out some termination notices even though we were assured no such notices would be sent
while we continued to work on these issues.

Postal Service management has rescinded these notices, but that showed us that a firm
policy on termination needs to be established on a uniform basis throughout the country. We
have proposed the following to the Postal Service on this issue:

Termination of Service to CMRA--The Domestic Mail Manual shall contain
instructions regarding termination of mail service to CMRA as follows:

1. Mail Delivery to a CRMA will not be terminated because a box holder or box
holders have refused to {ill out a Form 1583, Mail delivery will be terminated for
the box holder.
2. The USPS shall provide specific notice to a CMRA. if it feels the CMRA is not
in compliance with the regulations. The notice shall provide specific direction as
to how to cure the deficiency.
3. No notice of potential termination(30 day notice) letter shall be sent
unless preciously reviewed by the authorized superior of the postal manager.
The notice of termination shall list the party who reviewed the notice.
This remains a work in progress, but we are hopeful that we can resolve this issue soon with the
Postal Service.
Demestic Mail Manual CMRA Section
We have proposed to the Postal Service that these changes in regulations be included in the
Domestic Mail Manual. This is the “bible” for postal employees and users. It states firmly what
postal policy is on these matters. So many changes are being made to the implementation to the

regulations that it is important that all of these be inciuded in the DMM which will be notice to

the world on these matters.

Congressional Support Critical to this Process
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The Congress deserves a lot of credit for moving these changes along. Many members of
Congress have contacted the Postal Service and urged that these regulations be fixed. Most
notably, we would like to thank Congressman Todd Tiarht who sponsored a critical amendment
in
the House Appropriations process and Congressman Ron Paul, sponsor of HIR 55, who first
brought this matter to the attention of the Congress. Additionally Chairman Dan Burton of the
House Government Reform Committee and Chairman John McHugh of the Postal Subcommittee
have been strong supporters of fixing the problems created by the initial regulation as have
Congressman Chris Cox, chairman of the House Republican Policy Committee and Congressmen
Duncan Hunter and Duke Cunningham. By mentioning these members, we do not mean to leave
out any other members. The fact is that the Congress rallied to this issue early and often which

has been tremendously helpful.

Looking Forward
This has been a painful process for our center owners and our customers. But we think
that we have established a solid working relationship with the Postal Service on this issue and we
are dedicated to making the revised regulations work and to developing\a‘successfui joint task
force on fraud

Thank you for the opportunity to testify and I will be happy to answer any questions you

have on my testimony.
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CMRA Regulations Solutions

PMB Designation— Regulations will be amended to provide the following;

1. An address designator must be provided on line 2 or 3 of the mail at a CMRA

[§%]

. The approved designator may be PMB or #.
3. All other designators will be prohibited including suite and apartment
4. There will no “grand fathering” of suite for any box holder

5. The mail to the CMRA owner will be unaffected by the regulations.

Mail Forwarding--The Domestic Mail Manual will be amended to provide the following:
1. After the six month period following a box holder termination, the USPS will
no longer deliver mail for that box holder and will accept return of mail
inadvertently delivered.
2. During the six month period, no mail need be forwarded for a box holder who
has signed written instructions including a box holder services agreement that he
does not wish his mail to be forwarded.
3. During the six month period, if the CMRA owner can show that he has no
legitimate forwarding address for a box holder, the USPS will accept refusal of
delivery of mail by the CMRA owner. The most likely way to show this Is to
attempt to forward mail and have it returned unaddressed.
4. Mail forwarding requirements apply only to first class mail.

5. Any mail which is not forwarded may be disposed of by the CMRA owner.
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Form 1583/Privacy Act--The Regulations will be amended to provide the following:
1. No private information will be provided except to law enforcement in the

Course of a legitimate law enforcement activity.

88}

. The form 1583 Privacy Act statement will be revised to reflect this changes
3. The form 1093(P.O. Box) and 1583 (CMRA box holder) will be identical
4. Form 1583 should be filled out. but private information may be withheld
until the regulations are finalized.

5. No National Data base will be created from the Form 1583.

Form 1583/Identification--The Domestic Mail Manual will be revised to list acceptable id’s:
1. The list as published in July 15, 1999
2. The list of acceptable identification shall be identical for PO Box and CMRA
Box.
3. Two forms of acceptable identification shall be required for both PO Box and

CMRA boxes.

Termination of Service to CMRA--The Domestic Mail Manual shall cofitain instructions
regarding termination of mail service to CMRA as follows:
1. Service will not be terminated because a box holder or box holders have
refused to fill out a Form 1583. Mail delivery will be terminated for the box
holder.
2. The USPS shall provide specific notice to a CMRA if it feels the CMRA is not

in compliance with the regulations. The notice shall provide specific direction as
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to how to cure the deficiency.
3. No notice of potential termination(30 day notice) letter shall be sent
unless previously reviewed by the authorized superior of the postal manager.

The notice of termination shall list the party who reviewed the notice.

3. Accountable Mail--The Domestic Mail Manual will be amended as follows:
1. CMRA owners may accept all forms of accountable mail except registered
at their stores and take the mail to a postal facility for precessing.

as described in the Sept. 10, 1999 Postal Bulletin.

6. USPS/CMRA Industry Fraud Task Force--The USPS and CMRA industry will establish a
joint task force as follows:
1. To develop a joint protocol by which CMRA owners can better identify
potential fraud and to notify the Postal Inspection Service of same.
2. To develop a training regime to be incorporated in training of CMRA owners
and staft as part of new CMRA establishment and for retraining.
3. To develop a list of CMRA addresses which will be p;s\fed on the USPS
website. This will permit any customer to check an address to determine if it is a

CRMA.
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STRATEGIC TECHNOLOGIES

PROFESSIONAL RECRUITING SINCE 1978 2183 Buckingham Rd., Suite 232

Richardson, Texas 76081
Tel: 972 7 490-9192 « Fax: 972/ 490-9193

DATE: 19 October 1999

T0:

Members of the House Subcommittee on Regulatory Reform and Paperwork
Reduction, a Subcommittee of the House Committee on Small Business

FROM: Sandi Taylor, Owner/Manager, Strategic Technologies

RE:

USPS Rule re CMRA’s/”PMB” or “#” Address Designation

Madam Chairwoman Kelly and fellow House Subcommittee Members: Thank you for

inviting me to before your Subcommittee today, so that I can address the “real world” impact that
the U.S. Postal Services' Rule regarding customers of CMRAs (Commercial Mail Receiving
Agencies) will impose upon my business: a huge financial burden, an unwarranted stigma upon
my professional reputation and, overall, irreparable damage to my business. I know that my
situation is representative of thousands of other small business owners who are similarly impacted
by these arbitrary and burdensome rules imposed upon those of us who utilize CMRA’s for our
business mail. I appreciate your taking the time and interest to listen to our side of the story.

I am a self-employed executive recruiter, and I’ve been eaming my living at this profession

since 1978. I’ve been a single parent of 3 children, with my office in my home, for most of the
past 20 years. 1 have utilized the same Mail Boxes, Etc. (MBE) address of Strategic
Technologies, 2183 Buckingham Rd., Ste. 232, Richardson, TX 75081, as my business address
since May, 1988, for very sound business reasons:

1) As a single female, I have no desire to publicize my home address across the country,
much less around the world. My clientele is 99% male, both clients and candidates. A
large part of the service my clients require of me is to screen out candidates who do not
meet their requirements, for any number of reasons. Historically, some of these
passed-over individuals have become disgruntled, and it could be very dangerous
for them to know where | reside.

2) If the USPS is allowed to refuse to deliver my business mail, returning it to the
sender, solely because of the way it is addressed, it will cost me a substantial loss of
income, force me to expend many thousands of dollars in new stationery, brochures
and advertising, drastically impact my business for years to come, and it will cause an
unwarranted stigma upon my professional reputation. The business address I use,
“Suite 232,” is the address designation I was instructed by Mail Boxes, Etc., and it is
professional in appearance, which is very important to small business owners like
myself.

Most of my long-term clients know that I office out of my home; not all of them
know, nor do they need to -~ all they need to know or care about are the quality,
ethics and results of the work I perform for them. Some existing clients, and
certainly potential new clients, would not want to do business with a recruiter
officing out of her home; the same applies to many candidates. If the USPS is
allowed to continue with their implementation of this rule, all of my business mail
will be returned to its sender, and clients and candidates will assume that | am no
longer in business -- and they will simply go to a competing recruiter.
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I am in a very competitive industry, and I have worked very hard over the years to earn,
build and maintain an impeccable reputation. I cannot afford to allow anything to impart even the
slightest essening of my professional appearance -- which is exactly what the imposition of this
rule will do.

It has been my experience that MBE as a corporation has not beern sufficiently supportive
of its frunchise owners or customers. For example, in July, I placed a call to James Amos,
president and CEO of Mail Boxes, Ete. 1 was informed by his secretary that Mr. Amos did “not
accept calls from customers.” 1 explained to his secretary that I was calling to find out what the
corporation was doing regarding the USPS’s new rules; she replied that I would receive a letter.

Several weeks later, I received a letter from Mr. Amos, dated August 17, 1999, wherein he
explained the current status, extending the date for compliance until Aprl 26, 2000 (which |
already knew), Furthermore, his letter stated: “I hope this information assuages your concerns,
If you have any further questions please contact our Executive Director of Public Relations, Rich
Hallabrin at (859) 623-1718." [NOTE: My concerns were not assuaged.}

On Friday, August 27, 1999, T telephoned Mr. Hallabrin, to inquire as to MBE’s efforts on
behalf of its franchisees and cuslomers, explain my position, and to tell him what had happened
the day before with the Richardson Postmaster (threatening to discontinue delivery of mail to my
MBE franchise owners immediately, if 100% of its customers had not signed the new Form
1583).

1 explained to Mr. Hallabrin how long ] had been an MBE customer, and what this mle
will do to my business. He told me that MBE and other CMRAs were working very diligenty
“behind the scenes” on this matier, and that I should be reassured that “things will work out” He
also told me that the Richardson Postmaster was incorrect in his actions; that some other
postmasters across the country were also misinterpreting the rule; he would have someone from
the MBE corporate staff contact the Richardson Postmaster, to straighten things out.

Although I was not satisfied with Mr. Hallabrin’s explanation of MBE’s position, the
conversation had a friendly tone. I faxed him a memo, thanking him for his time, restating
my position and concerns, and asking bim to keep me informed as to the status.

On Thursday, October 7, 1999, at approximately 11 a.m. CST, 1 left a voice mail for Mr.
Hallabrin to inquire as to MBE's current status was to support its customers and franchise owners
in this endeavor, to let him know that 1 was testifying before this Subcomumitiee on the 19th of
October. T was also interested in obtaining information that might be helpful in my testimony
before you today. Mr. Hallabrin returned my call around 3 pam. CST.

In contrast to my telephone conversation with Mr. Hallabrin in August, he conveyed a
decidedly unsupportive attitude towards myself, as well as all other customers and
franchise owners.

He explained to me that the incoming Postal Inspector and the CMRA’s had “accepted a
compromise with the USPS” and that they considered it to be “the best alternative” —
which was for customers 1o have the option to use “PMB” or “ #__” designation in their
mailing address, but that they absolutely could not use “Suite” or “Apt.” in their address.

1 explained to him that I don’t know why anyone would use “Apt.” in their address, and 1
would agree with that stipulation; however, this did not solve my problem, as I've used
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“Suite 232" as my address for almost 12 years, and that I could not afford to have my mail
returned to the sender because of the way it is addressed.

Mr. Hallabrin told me that MBE’s policy had always been that I shounld not use that
wording in my business address. He told me that if | were to look at my contract,

I would see that I'd been wrong all these years in my use of “Suite”. I explained that {
didn’t have a copy of my contract in front of me, but that [ was sure that I would not have
dope so if I'd been so instructed; 1 surely would not have spent the tens of thousands of
dollurs over the years in advertising, stationery, etc,

In our telephone conversation, | conveyed to Mr. Hallabrin my disappointment in

the lack of support MBE as a corporate entity was putting forth on behalf of its customers
and franchise owners, as well as my disappointment in the company’s agreeing to this
“compromise” with the USPS. His response was that T was “entitled to my opinion™ and
that he couldn’t “help my perception.”

After my discussion with Mr. Hallabrin, { obtained a copy of my original contract.

My MBE Contract: In 1988, 1 entered into a contract with the Mail Boxes, Ete. facility on
Buckingham Road in Richardson, TX, to use a mailbox in their facility as my business address.
That contract is attached hereto as Addendum “A” to the printed copy of my testimony. Itis my 1-
page contract with Mail Boxes, Etc,; the 2nd page is USPS Form 1583, dated May 9, 1988,

Please note the Jast paragraph on page 1 of the contract, wherein it states:

“IMPORTANT: In establishing your mailing address, your mailbox number
is designated as a suitc number. This number shall be used in your
address when using the format below.” As you can see, on that page and the
subscquent page, my business mailing address is tvpcd with the MBE’s then owner

wrote in ¥232” next to the line that says “Suite __

When 1 asked MBE franchise owners about Mr, Hallabrin's comments, they told me that
several years ago, MBE was sued by the Pennsylvania Atty. General for having customers use
“P.0. Box" in their MBE address. They told me that MBE corporate persomnel subsequently
instructed them and other franchise owners to tell rew customers to designate “# " in their
address - but that they should nor say anviling o existing customers b&ggﬁe they already_had
established business ad

This arbitrary rule by the USPS is an infringement upon my rights as an established,
legitimate smali business owner. I've paid many thousands of doflars over the years to have it
printed on thousands of business cards, letterhead, stationery and brochares. 've also paid many
tens of thousands of dollars for advertising in industry trade journals, over these past 11 1/2+
years. U've distributed countless thousands of business cards at an average of half 2 dozen trade
shows per year, distributing my business cards throughout the U.S., Europe, the Pacific Rim and
South America.

In addition to my advertising in industry wade publications, this same address has been
published in many industry (as well as non-industry specific) publications, directories, data bases,
mailing lists, e-mail lists, outplacement and resume services, etc. Please see “Addendum B” (3
pgs.), attached hereto, for a representative list of these professional associations, publications,
directories, and the like, that I advertise in, subscribe to, and either know or have been informed
that my business address and contact informnation is listed.
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1 receive 200 - 300 unsolicited resumes in the mail each week (this does not include
telephone calls, new client contacts, and new candidates’ resumes sent 10 me via faxes and e-
mails, or as a result of referrals, ete.). Unless an individual advises me in a phone call or their
cover letter, I have no way of knowing where they obtained my business contact information.
Therefore, it is absolutely impossible for me to notify everyone necessary as o an address change
-- nor should I have to. Quite simply, iz fust can’t be done.

It is not physicaily, technogically nor financially possible for me to identify and inform the
countless thousands of companies and individuals who have or will obtain my long-time address
that there is an address change. I have in excess of 55,000 names in my database; I have several
thousand more yet to enter, and the list grows daily.

Every week, I reccive calls from several people who have found my contact information in
an old directory of some sort or another. With the boom of the internet in recent vears, I've
discovered that my business information is in many places that T had (and have) no knowledge.
My representative list submitted hereln is just that - I have no way of knowing where else my
business is listed, or how my business contact information was obtained.

There are no less than 5 post offices and one MBE location closer to my home than the
MBE location where 1 send and receive my business mail. When I moved to North Dallas from
East Richardson four years ago, I considered changing my business mall address to the MBE
closer to me. Combined with the impact an address change would have on my business and the
reduced level of services that T would receive at the closer MBE, 1 decided to keep my address the
same. My MBE franchise owners hold my mail for me when I'm out of town and call me
whenever I have a Federal Express delivery. I pay them a deposit to be applied towards my
account, and they deduct my charges against the deposit, giving me a monthly statement, with
receipts attached; when my balance gets low, I pay them another deposit on my account. They
provide valuable bookkeeping services for my small business, at no additional charge. I drive 10
miles each way to send and receive my business mail -- and 1 submit that [ have the right to do
business where and with whom I choose.

If the USPS is allowed to continue with the implementation of this arbitrary and
discriminatory rule, it will cost me tens of thousands of dollars in additional advertising costs, not
to mention many mere tens of thousands m lost income. It’s happened to me before, two years
ago, when the Dallas telephone area code was split. Since then, 1 have paid a monthly fee so that
my old phone number will roll over to my new phone number. I discovered, months after the
change, that the Public Utility Commission (PUC) took my old phone number away from the
phone company; as a result, individuals trying to contact me at my old phone number reached a
recording saying that “this is no longer a working number.” [ subsequently leamed that I'd also
lost many thousands of dollars in income, as a result of this area code change.

I estimate that the area code change cost me approximately $15,000 for printing and
mailing new stationery and business cards, an additional $20,000 for increased advertising in
industry trade journals to publicize the area code change, and at least $100,000 in lost income. |
do now want, and cannot afford, a repeat of this situation.

While I support the USPS and law enforcement perscnnel in their efforts to protect the
public from mail fraud and other illegal activities, they must not be allowed to have carte blanche to
impose rales and regulations that destroy the Hvelihood and nights of thousands of law abiding
citizens like myself in that process.
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In closing, it is my contention that the USPS does not have any logical, reasonable or
justifiable reason for to deny the delivery of my mail addressed to “Suite 232.” f the mailed ftem
has the proper postage, then their job is to deliver it to its destination -- my business address. |
hope that you now have a beter understanding of how devastating this rule is, and that the USPS’s
proposed extension date for its enforcement (0 April 26, 2000, does not salve the problem. Please
help me and the thousands of other small business owners in this country by putting a stop to this
arbitrary and unjustifiable ruling by the USPS, which will cause so much damage to smail
business owners.

Respectfully submitted,
STRATEGIC TECHNOLOGIES

P
/

K%a di M. Téylor
wner/Manager
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MAILBOX SERVICE AGREEMENT

MARL BOXES ETC USA facifitles and services mdy not be used for any purpose prohibited by Postal
Regulations or for any illegal or Hegitimate purpose,

Al information provided by customeris confidential and will not be disclosed except when legally mendated,

Possession of a malibox key Is considerad by MAR BOXES ETC. USA to be valid evidence that possessoris
authorized to remove mall from your mallbox.

Mallbox service fees are sl due and payable in advance and are payable quarter'y. Initial madboy sevice fees
miay be prorated as to the balance of the existing quarter on a per day basis, There will be no proration er refunds
for cancellation of any service. Accounts are delinquent after due date and mafl will be held pending payment

Sarvices wil be terminated at the option of MAIL BOXES ETC, LSA 30 days after due date and mall for such
terminated accounts may be returned 1o sender,

Uponvohintary termination of service, MAIL BOXES ETC USA wilHforward ar hold customer' smallfor 30 day
at no charge, provided customaer pays the postage In advance, A postags deposit is required for this service,

.00, terns will be accepted enly if prior arrangerments have been rmade and payment In advance is lefi with
MAIL BOKES £TC. USA

Customer agrees to'tise the subject mallhox ar any other MAIL BOXES ETC, USA service for only lawful
purpases and in conforrhity with all applicable federal, stale snd local laws,

Customer further agrees to protect, indemnify and save harmless MAIL, BOXES ETC, USA frorn and against
anyand all claims, demands, and causes of action of any nature whatsoeverand any expense Incidentto defense
by MAIL BOXES ETC USA of any such demand or action arising out of or o connection with use of possession
of a mallbox and including, without limitatlons, all demands, clalms and causes of persoral Injury or preperty
damage arising frorn such use or possession; for fallure of the (LS. Postal Service (o deliver ontime or othervdse
any fterns (Mall, parcels, ete.); for damage 1o or loss of maitbox contents by sny cause whatsaever and for any
violation by custormer of applicable federal, state, or local laws,

CUSTOMER HEREIN AGREES THAT THE TOTAL LIABILITY OF MAIL BOXES ETC. USA FOR
ANY AND ALL CLAIMS IS LIMITED TO $50 REGARDLESS OF THE MATURE OF THE CLAIM
{INITIAL.. 3

IMPORTANT: In establishing your matling sddress, your mailbex number s designated as & suite number, This
number shall be used in your address when using the format below.

1. UTILIZING STREET ADDRESS 2, UTILIZING B4t

0. BOX ONLY
Your Name Your Nam
Suite §_ . c;), D o Auive # _ o
2183 Buckingham .0, Box 833840

Richardson, T¥. 753081 Richards

e 77357722?7”'

e, M) f“)éj@w . /w / /g7 e VIR

(Driver's Lizence %)

Hmv did you hegr-about us?
MBE Clerke ol P

( 1Cinics Stgnatura)
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STRATEGIC TECHNOLOGIES

PROFESSIONAL RECRUITING SINCE 1978 2183 Buckingham Rd., Suite 232
Richardson, Texas 75081
Tel: 972 / 490-9192 » Fax: 972/ 490-9193

ADDENDUM “B”

Representative List of Known Directories,
Databases, Lists & Publlications Wherein
Strategic Technologies Contact Info is Listed

(NOTE: With regard to outplacement agencies, databases, internet sites, etc., I have been advised
by cliens, candidates and others that I'm lisied on some of those ; I have not had the time to call
them or otherwise confirm.)

1. Kennedy’s Corporate Directory of Executive Recruiters, the acknowledged source used by
executives and HR professionals to fill search assignments.

2. The Executive Search Research Directory, Kennedy, publisher; nsed by executives and HR
professionals to fill assignments,

3. Directory of Recruiters & Researchers, published by Ken Cole, another widely used and
acknowledged source used by executives and HR professionals.

4. Industry specific directories of professional organizations & publications, national, regional
and local (member, membership directories, subscriber, mailing lists, ete.) refative to the
plastics and composites industries in which 8T specializes;

A. Professional Organization Memberships:

. Seciety for the Advancement of Materials & Processing Enginecrs (SAMPE)
. Society of Plastics Engineers

. Society of the Plastics Industry, Inc.

. Society of Manufactwring Engineers

. Society of Chemical Engineers

. Composites Fabricators Association

. APICS -- (formerly American Production and Inventory Control Society)

M NGOV R W

. Industry Specific Professional Publications:

. Chemical Engincering Buyer's Guide

. Plastics Engineering

. Advanced Composites (advertising, plus Sourcebook)

. High Performance Composites (advertising, plus Sourcebook)
. Composites Technology (advertising, plus Sourcebook)

. Reinforced Plastics Buyer's Guide

. Injection Molding (advertising, plus Buyer’s Guide)

. Injection Moulding International

. Composites: An Insider’s Technical Guide 10 Corporare America’s Activities
. U.5./Canada Key Personnel List

Q. Modern Plastics

1A B L B2 e

o N GO 3 O
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Strategic Technologies - Rep. List of Listings Pg. 2 0f3

11, Plastics Technology

12. Plastics Design Forum Guide
13. Plastics World Yellow Pages
14. Plastics News (advertising, mailing list)
15. PlasticsNet Newsmail

16, Plastics Technology

17. Awto Werld

18. Plastics Compounding

19. Additives & Compounding
20. Automotive Engineering

21, Composites Fabrication

22. Permance Materials

6. Outplacement Agencies & Career Counseling Services:

Drake, Beam & Morin

Challenger, Gray & Christmas, Inc.
Leadership Resources

d. TDM Technical Services

¢. ADG Group, Inc.

. Dawson & Iawson Consultants, Inc.
g. Career Management Group, Inc.

b. John Joseph Group, Ltd.

i. RW. Caldwell & Associates

j+ Michael A, Knaus & Assoc.

1. Numerous and diverse companies’ internal cutplacement services

o wE

7. Internet database services:

a. Hunt Scanlon
b. www.deskrecruiters,com
. Custom Data Banks
. www.switchboard.com
www people.yahoo.com
American [nformation Services
. resumeblaster.com
. resumezapper.com
execunetresume.com
recruitersontine.com
. PNnewsmail.com
L

e Th e O

g

m. e-news@ir.thomasregister.com
1. www.netcareers.com
o. www.ResumeShotgun.com

=3

8. Resume Referral Services

9. Exec-U-Net, The Search Bulletin & competitors; company and recruiter referral services
for senior management personnel
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Strategic Technologies - Rep. List of Listings =~

Pg.30of3

10, Other directories of professional organizations & publications, national and local (not specific

to plastics &composites industries):

. APICS {American Production and Inventory Control Society)
. NAPM (National Association of Purchasing Managers)

. SERC (Sodiety of Executrive Recruiting Consultants)

. IRG (Independent Recruiter’s Group)

. MAPC (Metro Association of Personnel Consultants)
TAPC (Texas Association of Personnel Consultants)

New York Times {adveriised positions)

Wail Street Journal {advertised pesitions)

Dallas Moming News (advertised positions)

. The Fordyce Letter

Southwestern Bell, GTE phone directories & Yellow Pages

Tt A0 OT R

11. Trade Shows - have attended, on mailing lists, attendee lists, regisration lists, handed cut

thousands of business cards, etc.:
. NPE (National Plastics Expo - held every 3 yrs.)

West Pac

. Plastics USA

Mass Plast

. NEPCON West

. NEPCON Southwest

. Paris Air Show

. Western Plastics Expo

10. Composites

11. APICS International Conferences
12. Compounding Conference

13. Medical Design and Manufacturing
14, National Design Engineering Show & Conference
15. SAMPE Europe Conference

16. ANTEC

OO IO U N

SAMPE (Society for the Advancement of Materials & Process Engineering)
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Chairwoman Kelly and Members of the Subcommittee, on behalf of the National
Coalition Against Domestic Violence, I thank you for the opportunity to address the safety
concerns of battered women in relation to the new postal regulations. The National Cealition
Against Domestic Violence is a nationwide network of approximately 2,000 domestic violence
shelters, programs and individual members working on behalf of battered women and their
children. My role here today is to advocate for increased safety for battered women and other
stalking victims. Battered women and their children, as well as other victims of stalking, are
very much at risk of harm when their location is revealed. We are concerned about the
circumstances under which personal information can be released under the new regulations of the
United States Postal Service.

Each year, 1.4 million Americans are stalked.! One in every 12 women will be stalked at
some point in their lives and 39% of these women will be stalked by their current or former
intimate partner.? Stalkers can be very persistent, especially domestic violence statkers. Because
of the nature of domestic violence and the difficulty in apprehending and prosecuting stalkers, a
domestic violence or stajking victim must take steps to protect herself where we cannot protect
her.

When Jane?® left her batterer, he became her stalker. She moved and obtained a post
office box in order to keep her new address secret, but her batterer found her and was waiting for
her at her post office box. She moved to another state and got a new post office box, but again,
her batterer was waiting for her when she went to pick up her mail. Jane moved numerous times,
from state to state, only to be found again and again. In desperation, Jane went to domestic
violence advocates in her newest “home town” to get further advice on how not to be found this
time. There she learned that many other women had suffered with the same problem. She was
advised to obtain a private mail box (PMB). She did further research by speaking with various
law enforcement officials who also offered her the same advice and told her that she was less
likely to be found if she used a PMB. Jane obtained a private mail box and still continues to live
peacefully in that same “home town.” Unfortunately, since August 26, 1999, she has been
unable to receive her mail because all delivery to her PMB has been stopped because of her
failure to provide her home address on the Form 1583 now required for PMB users,

Under the final rule issued on March 23, 1999, the United States Postal Service (USPS)
requires the Form 1583 to be completed and placed on file with the USPS in order to receive
mail through a PMB.* This form requires that the mail box holder list a home address and
telephone number and to provide traceable information from two forms of identification.® It even
requires the names and ages of any children that may receive mail through the PMB. Moreover,
the Form 1583 contains a “Privacy Act Statement” explaining that the information held in the
Form can be disclosed to a number of different agencies and, in some cases individuals,
apparently at the discretion of the United States Postal Service. The United States Postal
Service has followed this up with its newest proposed rule, promulgated on August 26, 1999,
stating that the information contained in a Form 1583 may be provided to “federal, local, and
state government agency requesters, including those engaged in law enforcement activities, or
pursuant to subpoena or court order.™®  This policy puts the lives of many woman and children at
risk.

Pagelof 4
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Women iike Jane often tumn to the advocacy and law enforcement communities to aid in
their protection. Frustrated workers in this field do their best to offer advice to victims that will
help them stay safe while their batterer or stalker is at large. The Los Angeles Police
Department’s Stalking Victims Handbook advises victims to use a private mail box service to
receive all personal mail because it is the most private.” They also recommend that victims use
suite numbers rather than box numbers because it does not alert the stalker that it is a PMB.®
These recommendations come from experienced workers in the field who understand the
persistence of batterers and other stalkers and who have seen the ways that these criminals locate
their victims. Victims need every available avenue to find safety, However, with the new
regulations implemented by the USPS, we could be placing victims in grave danger. Advocates
and law enforcement officials are left without any assurances that victim information will be
adequately safeguarded and none of us can blame Jane, and other women like her, for refusing to
provide her home address on the Form 1583.

Women who have been forced to conceal their location from their batterer for safety
reasons are at particularly high risk by having a home address on file. These women are often
relentlessly stalked by their batterers, sometimes for many years, and must go to great lengths to
stay protected. They may be forced not only to relocate, but also to restrict their movement
through the new community. Often, the only safe option for economic self-sufficiency for these
women is to conduct a business out of their home. It is crucial that information on the location
of these women be held confidential, both those using a PMB for personal mail and those
conducting business through the PMB. As we understand, the purpose of the new regulations is
to prevent private mail boxes from being used as part of a fraud. We respect and understand the
need to address this problem. However, personal information about mail box holders should not
be released without a warrant.

We are very concerned about the dissemination of addresses, even to law enforcement
personrel, without the proper checks and balances offered by the requirement of judicial
involvement. If the information is needed as part of an official investigation, a warrant should
not be difficult to obtain and would provide an important added protection for battered women.
Anything less increases the possibility that the lives of battered women and their children will be
endangered by unwitting release of information by law enforcement to a batterer {such as
through a police report or other document accessible to the public), impersonation of a law
enforcement official by a batterer, or misconduct on the part of 2 member of law enforcement.
Moreover, the August 26, 1999 proposed rule and the Form 1583 Privacy Act Statement clearly
indicate that information can be given to local, state and federal agencies for purposes other than
law enforcement, creating broad categories of individuals who are granted access to this
information without any restrictions on the reasons for which that information can be obtained
and potentially included in more documents available to the public.

A similar concern exists for battered women’s shelters. Shelters house many victims of
domestic violence at one time. Putting one wornan in danger puts all the shelter residents in
danger, including their children. Disclosure of the shelter location can be especially critical to
these families’ lives. The threat is so great that many shelters do not publish their addresses in
any way, often withholding addresses even from other domestic violence service providers. For

Page2of 4
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this reason, shelters wilt commonly use a post office box or a private mail box for receipt of mail.
Under the new proposed rule, the addresses of all businesses (presumably including shelters)
could be disclosed quite broadly to federal, state and local agencies. Once this information has
been turned over to these agencies, there is nothing to prevent the information from being further
disclosed to othess or included in documents available to the public. This regulation
unacceptably places shelter residents and workers at risk without any clear connection to a
legitimate law enforcement purpose. The safety needs of the women and children seeking refuge
in a shelter, and the safety needs of the women and men who work diligently to provide safe
refuge in those shelters, obligate us to hold shelter locations confidential. For this reason, it is
imperative that no one obtain a shelter address without a warrant.

The August 26, 1999 proposed rule also contains guidelines for the release of the Form
1583 information about post office box holders. While the language delineating categories of
persons with access to the information closely parallels the language used with respect to PMB
holders, it includes one additional reason for which information about a post office box holder
can be given out. It allows that information to be distributed “when needed for service of legal
process.”” A batterer or stalker can easily walk into a court clerk’s office and file a civil action
against the victim or a shelter which will then require service of process. This can be done
without the assistance of an attorney and often without even paying a filing fee. This loophole
provides a very easy way for a batterer or stalker to locate his victim and it must be corrected.

Both intimate stalkers and stranger stalkers will go to all lengths to obtain the personal
information on their victim. As we understand through our discussions with the USPS, the 1583
Forms for private mail boxes will be kept on file in local post offices. If PMB holders are going
1o be required to submit completed 1583 Forms, it is critical that the USPS develop a protocol to
help ensure adequate security for this information, such as a secure filing system with restricted
access to the files and a formal system of recording requests for information, copies of warrants,
signed approva! for release of information by a senior supervisor, and names of all individuals
receiving such information. This would provide a system for tracking information given out, and
o whom it was given, as a means of holding the requestor of personal information accountable
for any misuse or mishandling of that information. A protocol such as this one could mean the
difference between life and death for a battered woman.

I would like to thank the Subcommittee on Regulatory Reform and Paperwork Reduction
for holding this hearing today and inviting me to speak about this important issue. Keeping the
personal information of private mailbox owners confidential is essential in protecting the lives of
battered women and their children. The National Coalition Against Domestic Violence
understands the need to develop regulations that address the legitimate mail fraud concerns of the
Postal Service, but we must not do so at the expense of battered women, their children, shelters,
and stalking victims who utilize commercial and post office mailboxes. We call upon the United
States Postal Service and Members of Congress to address this issue without compromising the
safety of women and children struggling to survive.

Page3of 4
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Endrotes

1 Patricia Tjaden & Nancy Thoennes, “Stalking in America: Findings from the National
Violence Against Women Survey,” U.8. Department of Justice (1997).

2.0d.
3.Jane’s batterer is still at large and therefore her real identity is being withheld for her safety.

4,Postal Bulletin, 21994 (3-25-99), “DMM and POM Revision: Commercial Mail Receiving
Agency Mail Delivery Procedures Revised.”

5.Acceptable forms of identification for the Form 1583 include a driver’s licence; passport, alien
registration card, or armed forces, government, or recognized corporate identification care ~ all
forms of identification which include further information about the individual that could be put
to criminal use by a batterer or stalker.

6. Federal Register, Vol. 64, No. 165, Thursday, August 26, 1999, Proposed Rules, p. 46630,

7.Los Angeles Police Department: Threat Management Unit, Stalking Victim’s Handbook,
Personal Security Recommendations.

8.1d.

Q. Federal Register, Vol. 64, No. 165, Thursday, August 26, 1999, Proposed Rules, p. 46631.
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Chairwoman Kelly, Congressman Pascrell, members of the Subcommittee,
good morning. I am James Morrison, Senior Policy Advisor to the National
Association for the Self-Employed. On behalf of the nation’s more than 16
million self-employed individuals, the NASE thanks you for reviewing this
important issue. A great many users of private mailboxes (PMB's) are self-
employed, and the uninterrupted flow of their business mail is of vital
concern to them.

Often, the NASE needs to contact its members when an issue emerges that
could be important to them. Not this time.

Never, since I began working with the NASE in 1991, have I seen an issue
that stirred more extensive, sponfanecus member concern than this one --
the proposed postal regulations governing private mailboxes.

1 have attached to my testimony a typical member letter, from Judith and
Thomas Coates, owners of Oakbridge University Press in Washington state,
The Coates have had a private mailbox at a8 commercial mail receiving
agency (CMRA) for almost ten years. They have published a dozen books
listing that box as their return address. Crucially for their business, they also
have circulated more than 20,000 brochures, including reply envelopes, with
the designation “suite” in the return address -- as they were told they could
by their CMRA.

Now they, and tens -of thousands of people like them, stand to lose a
substantial portion of their business. Mail to CMRA’s bearing the “suite”
designation will be returned to its sender as “undeliverable”. Meaning, of
course, every one of the Coates’ reply envelopes.

Why?

When NASE members began contacting us with such concerns, we looked
into the CMRA rules. We wondered why the postal service would adopt rules
that could devastate thousands of law-abiding small businesses. And the
more we looked, the more we saw an incredibly flawed regulatory process
that ignored impacts and brushed aside alternatives.

The Postal Service believes its actions are needed to prevent postal crime. No
one disagrees with the goal of fighting crime. And all of us respect the work
that the Postal Inspectors do. Like all law enforcement officials, they are
courageous public servants who deserve our suppert and our thanks.

And the postal crime that they're trying to root ouf:js certainly a problem..
Many NASE members have been victims of it. The stories the Postal
Inspectors tell are real, and troubling.
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But there are a number of ways to respond to these stories.

Take telemarketing and Internet fraud. In these cases, hucksters make
fraudulent representations over the phone or Internet. Asking the victims to
then send the money through the mail simply “closes the deal”. Would
writing a different form of address on the envelope alert that many potential
victims? And if so, how long would it be before the criminals simply shifted
their addresses?

Or identity theft. Wouldn't criminals find it simpler to steal mail from
private residences or apartment buildings than from CMRA’s? And dont the
plentiful, unregulated “change of address” forms in every post office pose a
far greater danger of identity theft?

Or credit card fraud. Why not simply give credit card companies access to
the Postal Service’s database showing which addresses are CMRA’s? Then the
credit card companies could decide when, if ever, to send credit cards to
PMB’s.

Or phony charities. And what's the best way to put one of these out of
business? Would driving it out of @ CMRA actually stop it from operating? Or
would the criminals simply take up residence elsewhere?

If attempting to drive. fraud out of CMRA’s involved real costs to legitimate
businesses without real impact on the fraud, should the attempt go forward
anyway?

How much of the postal crime blem could be solved using better trainin
and perhaps even licensing, of CMRA’s? How much of it could be solved
through_better cogperation between the CMRA operators_and the Postal
Inspectors?

These are the kinds of analytical issues that need serious and careful
examination before the postal service imposes extensive regulations on a
broad swath of lawful businesses.

Above all, we need to deter crime in ways that are targeted and effective. In
ways that will build public support for law enforcement, not erode it. In ways
that burden would-be criminals without unnecessarily burdening the law-
abiding. In ways that can be shown o work.

That is the nub of the problem with these rules.
We commend the Postal Service for its announcement, late last week, that it

intends to again reopen for public comment the rules regarding acceptable
forms of address by PMB holders. It’s a step in the right direction.
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But it's important for this Subcommittee, and the whole Congress, to know
how we got to where we are.

So before turning to the PMB rules themselves, it’s useful to describe how
federal agency rulemakings normally work.

This is important, above all, because Congress has tried to make the
regulatory process take account of both impacts and alternatives. In this
case, normal rulemaking safeguards were seriously neglected.

Normal Rulemaking

Federal agencies are supposed to follow very specific procedures when
regulating small businesses. These procedures are described in the
Regulatory Flexibility Act (RFA), passed unanimously by Congress in 1980,
and the Small Business Regulatory Enforcement Fairness Act (SBREFA),
passed overwhelmingly by Congress in 1996.

e First, agencies are supposed to define what they mean by a small
business, either using SBA’s definition or developing their own through
notice and comment.?

« Next, agencies are told to develop and publish a “regulatory agenda”
identifying forthcoming regulatory actions that may affect those small
businesses.?

« As the rulemaking approaches, agencies are required to decide whether
each rule will significantly affect a substantial number of small businesses.

« If not, the agency head must so certify, indicating the “factuai basis” for
the certification.?

« If so, the agencies must carefully analyze that impact* and do their best
to directly contact the affected small businesses for input on less
burdensome alternatives.®

« After evaluating these comments® as well as the effect of the rule on small
business’, agencies are supposed to examine yarious approaches to
regulation and take “steps..to minimize” any adverse impacts of the

! 5USC 601(3).

2 5 USC 602

3 5 USC 605(h}
“5USC603

55 USC 609(a)

¢ 5 USC 604(a)(2)

7 5 ySC 604{a)3-4)
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approach decided upon®. Agencies are also required to explain the
“factual, policy and legal reasons for selecting” the regulatory approach
chosen, and why any workable alternativ. roaches este

public were not chosen'®.

« If the rulemaking is in response to an emergercy, the agency needs to
say so, and then conduct the analysis as soon as possible.!!

Since most of these requirements are judicially reviewable,** most agencies
do follow these procedures in their small-business-related rulemaking.

But not the United States Postal Service (USPS).
USPS Exemptions

It turns out that USPS reqards itself as exempt from all laws regarding notice
and comment rulemaking -~ not just the RFA and SBREFA that affect small
entities, but even the broader safeguards for the general public, like the
Paperwork Reduction Act,'® the Unfunded Mandates Act, and, in particular,
the federal Administrative Procedure Act'. The APA has been the law of the
fand, the core statement of citizen rights at federal agencies, for more than
half a century. Among other things, the APA has been interpreted to mean
that an agency must show the need for rule, either because of a mandate
from Congress or on the basis of compelling empirical evidence. In other
words, reasoned and informed decision-making is required. Facts must
support the choices the agency makes - and rejects®®.

The USPS exemption from these laws is, quite frankly, amazing.

On the one hand, the USPS has been given a moncpoly right -- to deliver
first class mail. That's a life or death grip on businesses that depend upon
the mail for their cash flow. USPS also has been given the right to regulate
many of its own competitors, in those situations where it has them, such as
the commercial mail receiving agencies. At the same time, USPS has been
told to make a profit - and competitors obviously affect profits.

85 USC 604(a)(5)

3 5 USC 805(a)(5)

0 5 USC 605(a)(5)

15 ysC 608

25 ysC 611

B 5 USC 400 et. seg.

4 The APA is found principally in Chapters 5 and 7 of Title 5, USC. USPS’ claimed exemption is at 39 USC
410, This sweeping exemption, if valid, would also appear to-prevent the courts from halting maost USPS
regulatory actions -~ the implications of which would be extremety troubling in a democracy. However, the
eourts have held that, despite USPS’ exemptions, it is still hound by the legal principie of “reasonableness”
in its rules, See Tovar vs. USPS, 3F. 3d, 1271, 1276 (9% Cir.,1993) and Rockville Reminder, Inc. vs.
USPS, 480 F.2d 4, 6 (2™ Cir., 1973),

15 See, for axample, Motor Vehicle Manufacturers Association vs, State Farm Mutual Automobile Insurance
Co. 463 US 29, 43 {1983), and Burlington Truck Lines, Inc. vs, United States 371 US 156, 168 (1962).

4
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Yet on the other hand, USPS is not even required to empirically justify its
regulations, let alone seek and weigh public comment.

Missing Elements of the CMRA Rules

The PMB regulations are a perfect example of what results from combining
this clear potential for conflict of interest with the absence of normal
procedural safeguards.

The CMRA rules that USPS has proposed in the Federal Register® lack the
following:

* Any hard data on mail fraud, identity theft or other postal-related
crimes.

» Any numerical breakdown of how, where and by whom such crimes
are committed.

» Any statistics on postal crimes committed through PMB’s, compared to
those committed through private households, USPS post office boxes,
apartments, executive suites, or other addresses.

¢ Any attempt to define a small business.

e Any frank acknowledgement that CMRA’s compete with the USPS’ own
post office boxes.

+ Any advanced notice of rulemaking through a regulatory agenda.
(More than sixty federal agencies publish semiannual agendas of their
upcoming regulations. Not USPS.)

* Any analysis of small business impact (obviously impossible without a
definition of small business or any data.)

* Any outreach to PMB users and any systematic outreach to CMRA's.
e Any serious analysis of less burdensome alternatives that might

accomplish the same objectives as well or better.

Absent all this, USPS has no baseline from which to measure the success or
failure of any rule it implements.

16 62 FR 45366-8 (Aug 27, 1997}, 62 FR 62540 (Dec 24, 1997), 64 FR 14385 (March 25, 1999), 64 FR
30929-30 (June 9, 1999), and 64 FR 46630-2 (Aug 26, 1999).
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So when the Postal Service says that its rules will stop postal fraud, the
gbvious response is “how do you know?”

And even if the rules do help prevent fraud, how can anyone know whether a
better approach to stopping fraud has been overlooked?

So far, this rutemaking has consisted of what people in the Pentagon jokingly
refer to as “data-free analysis supporting analysis-free decision-making”.

At least USPS asked for comments on the proposed rules. But the proposed
rules themselves are so vague and self-contradictory that they take on an
almost surreal, Alice-in-Wonderland quality.

Throughout the rulemaking, beginning in 1997, and continuing down through
the present, there has been a serious disconnect between_stated purpose of
the ruies and the proposed rules themselves.

The Initial Proposed Rules (1997)

In its 1997 description of the need for the rules, USPS said that certain
unspecified “audits and follow-up reviews” showed the need for “clarity” in
“easy to understand rules” that are “sensitive” to the “customer’s needs”.*’
The statement of the need for the rule went on to say that some CMRA’s “are
not aware of or do not understand the current rules™® and that the rules are
needed “to safeguard the mails”.*

The proposed rule then proceeded to criticize, at length, the “mail security”
of CMRA’s.2® Now, the physical security of the mail at CMRA’s would seem to
be a great deal stronger than at unattended residential mailboxes, apartment
buildings, and many business mailrooms. But the proposal took no note of
this. And no evidence was cited to support the basic assertion that CMRA’s
lacked “mail security”.

It is important to note that certain words and phrases did not occur in this
initial proposal, among them: “fraud”, “postal fraud”, “identity theft” “postal

crime”, or even “crime”.

USPS then set forth its proposed solutions for the problems that it did
identify: Broad new mandates for CMRA’s and renters of PMB’s. New identity
verification procedures. New reporting and recordkeeping requirements.

1762 FR 45366 (Aug 27, 1997)
18 jbid., (emphasis added).

3 ibid.

2 bid.
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Among the new mandates -- that all mail sent to CMRA’s must carry the
designation "PMB”,** and that the names and home addresses of PMB renters
“may be available to the public under Privacy Act provisions.”®

The proposed rulemaking never explicitly disclosed that some of these
requirements would have changed the competitive relationship between
CMRA’s and the USPS.

» The "PMB” designation requirement would have gone beyond the address
designation required of post office box holders or renters of “executive
suites,” placing CMRA's at a competitive disadvantage in relation to them.

¢ Public disclosure of the home addresses of PMB renters, never previously
required, would certainly have driven customers away from CMRA’s.

+» The elaborate identification verification procedures would have added
requirements to PMB’s that had previously applied only to post office
boxes.?

+ And the new reporting and recordkeeping requirements for CMRA’s could
well have been passed on to PMB renters as price increases.

There was also a basic disconnect within the proposal itself. The proposed
solutions (putting “PMB” designations in addresses, requiring renters to
present more ID’s to rent a PMB, disclosing the names and addresses of PMB
renters) bore little relationship to the problem, as originally stated -- mail
security at CMRA's.

The disconnect between stated problems and proposed solutions went
further, too. How would new rules have helped CMRA’s “better understand”
the then-current rules? How would added paperwork requirements have
achieved “clarity” and “sensitivity” to the “customer’s needs”?

Notably absent from the proposal was any account of potential economic
impact - or anything resembling a regulatory flexibility analysis. Even the
simple fact that are well over a million PMB’s was never stated.

The March, 1999 Final Rules

In USPS’ follow-up final rules on the matter,?* there was another remarkable
disconnect, this time a disconnect between the reasons stated for the
proposed ruies and reasons stated for the final rules..

21 g2 FR 45368 (proposed section D042.2.6e of the Domestic Mail Manual)

2 62 FR 45367

# 62 FR 45366-7 )

* 64 FR 14385-91 (March 25, 1999). More precisely, this was USPS’ first attempt at a final rule,

7
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For one thing, the term “mail security,” so central to the proposed rules,
showed up only once in the seven pages of the Federal Register devoted to
the final rules.® There was no more talk about CMRA's failing to protect the
mails. The entire focus of the rulemaking had changed.

Some of the commenters on the proposed rules had raised the issue of
“identity theft” - a type of theft that often involves mail diversion. Identity
theft then became central to USPS’ whole new rationale for the rules. A
rationale without supporting evidence, however.

For the first time, mail fraud was invoked, becoming another new basis for
the rule. Yet no empirical evidence relating to mail fraud at CMRA’s was
provided.

In a “further note,” USPS denounced the use of “suite” in a PMB address as a
“misrepresentation of a mailing address [that] is not in the best interest of
and may cause irreparable harm to the sender™ aithough this sweeping
assertion also was undocumented.

The truly astonishing aspect of the rules, however, was their tone-deafness.

USPS received 8,107 comments on the proposed rules. Exactly ten
comments supported the rules.

Interestingly, nine of the ten positive comments were dated within a few
days of another, right around Christmas, 1997, at the very end of a second
comment period. (The original comment period was supposed to have ended
on September 26, 1997. On November 24, 1997, the Postal Service
reopened the comment period for thirty days.?)

This sequence of events suggests: (a) There were no positive comments on
the proposed rules during the original comment period. None. Not even one.
(b) USPS had some reason for wanting to reopen the comment period.

The similarity in the tone, reasoning, and timing of the positive letters
suggests that there was some organized effort to generate them. It may be
that these letters were solicited.

Then, in what can best be described as a parody of bureaucratic pig-
headedness, the ten favorable comments were lovingly described and parsed
throughout the discussion of the final rules - while the 8,000+ negative
comments were either quarreled with or dismissed entirely.

= A somewhat related term, “secure mailstream” aiso is mentioned once, in passing.
% £4 FR 14387
% 62 FR 62540
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The opposing comments were “largely identical in form and content”,
“erroneous” and "based on misconceptions,” USPS thundered. (Opponents of
the rules would no doubt characterize the ten positive comments similarly.)

The most striking disconnect in the March, 1999 final rules, however, was
between the many commenters who desperately sought to get USPS to focus
on the effects of its rules and USPS’ endless declarations about the purposes
of the rules. Thus, USPS contended:

There are assertions from CMRA‘s that compliance with these
regulations will ‘pu[t] CMRA’s out of business’. Customers of
CMRA’s assert that the rulemaking ‘appears to discriminate
against them because of [their] choice of an address.’

These claims are erroneous. The sole postal purpose of the rule
is to increase the safety and security of the mail. The rule is
designed to benefit both businesses and consumers... The rule is
intended to ensure that mailers are confident...?

As this wording suggests, USPS had not, even in the face of over 8,000
negative comments and even after nearly two years since the proposed
rules, produced any analysis of the economic impacts of the rules.

The June, 1999 Proposed Rules

Given the USPS’ cavalier attitude toward criticism of its earlier CMRA rules, it
is probably unsurprising that a follow-on rulemaking resulted in an even
more lopsided reaction: 1,239 opposed and one (1) in favor.

The proposed rule?® stated that

the recorded name, address, and telephone number of the
addressee using a Commercial Mail Receiving Agency (CMRA)
private mailbox (PMB) for the purposes of doing or soliciting
business with the public will be furnished to any person upon
request without charge.3®

No__discussion of justifications, economic _impacts, data, alternatives,

feasibility or potential for unforeseen consequences accompanied this
roposal.

B 64 FR 14385 (Emphasis added.)
® 64 FR 30929-3C (June 9, 1999)
* g4 FR 30929
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Although the proposal mentioned in passing that the new policy would be
“consistent with disclosure policy applicable to post office boxholders,” it did
not even hint at the effects that such a change might have on USPS’ own
competitors, the CMRA’s.

Indeed, the propcsed rule did not contain a single word of explanation or
reasoning.

The August, 1999 Proposed Rules

In the face of a barrage of opposition that had grown to include victims of
domestic violence, home-based businesses, celebrities, stalking victims,
business owners dealing in valuable commodities likes coins and jewelry, and
members of Congress, USPS backed down from the June 1999 proposal ten
weeks later.

The revised proposed rules® completely rescinded the earlier proposal.

Interestingly, for the first time, USPS openly and directly compared the
regulatory treatment of post office boxes with that of CMRA’s and PMB’s.

But USPS again quarreled with many of the commenters, describing them as
“misinformed”, and calling the original proposal a “proactive approach to
reducing the opportunities to use a PMB for fraudulent purposes.”* This
claim had never been made in the original proposal, let alone supported by
any empirical evidence.

And USPS rebuked those who complained that the federal Office of
Management and Budget (OMB) had not approved the proposed reporting
requirements, as required under the federal Paperwork Reducticn Act.

[Tlhe Postal Service is not subject to the Paperwork Reduction
Act of 1980; its forms are approved and prescribed in
accordance with its own forms management program.*

This blunt statement underscores the USPS’ continuing ability to arbitrarily
raise its competitors’ cost of doing business,

In justifying the earlier (June 1999) proposal, USPS said that it had long
disclosed the names and addresses of business postal boxholders ~ and that
no problems had resulted. There was no “significant reported harassment or

31 g4 FR 30930

32 64 FR 46630-2 (Aug 26, 1999)
* 64 FR 46631

* ibid.

10
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harm to business post office boxholders about whom such information
historically has been disclosed.”®®

Curiously, however, the solution proposed by the same rulemaking was to
stop disclosing this information about postal boxhoiders -- in order to keep
the requirement “parallel [to] that for PMB customers.”®

The SBA / Advocacy Roundtable

In response to concerns raised by the smail business community about the
June, 1999 proposed rule, the Office of Advocacy at the U.S. Small Business
Administration convened a roundtable and conference call on June 22, 1999
to discuss the issues involved. USPS was invited to this event and repeatedly
urged to attend, or at least take part via conference call. SBA believed that it
was offering USPS a ready-made opportunity for outreach to the small
business community and many of the affected entities.

At the roundtable, CMRA operators, PMB renters, small business
organizations, and others gathered for a two-hour session to try to
understand USPS’ concerns and to seek some agreements on the issues.
Unfortunately, no representative of USPS attended, either in person or by
phone.

The USPS September Meeting

On September 22, 1999, a few days before the comment period ended on
eliminating the public disclosure of PMB addresses, USPS convened a lengthy
meeting at its headquarters.

At the urging of the SBA Office of Advocacy, USPS invited representatives of
the small business community, as well as Congressional aides, to attend this
meeting.

The meeting seemed to mark significant progress toward cooperative efforts
by CMRA operators and the Postal Inspectors in fighting postal crime.

But it would be inaccurate to say that any consensus was reached between
USPS and the smail business representatives and Congressional aides
present. Disagreements about the “PMB" designation, for example, were very
much in evidence.

3 jbid.
% 54 FR 46630

11
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At the meeting, one representative of the CMRA industry pleaded to the
USPS personnel present, “Please. Regulate us, not our customers.” That is an
exceedingly rare statement from private industry, and probably indicative of
the depths of frustration that both CMRA’s and PMB renters are feeling.

Use of the term “suite.” A striking feature of the meeting was the
transformation of USPS’ reasoning regarding the use of “suite” in a PMB
address.

Previously - not initially, of course, but by the time of the March, 1999 final
rules ~ USPS had argued that this designation “caused irreparable harm”. Yet
USPS had been silent in the face of repeated requests for statistics showing
the nature of such harm -- in terms of fraud or other crimes originating at
such addresses. Nor had USPS provided comparisons between PMB-
originating “irreparable harm” and non-PMB-originating “irreparable harm”.

During the September meeting another remarkable shift in USPS’ reasoning
occurred. No longer was “suite” unacceptable because of fraud, but because
it was "misleading” or “deceptive”. No consideration was given to other types
of misleading addresses. (In an attachment, the NASE offers some additional
thoughts on this.)

Part of the meeting was devoted to a negotiation between USPS, the CMRA
representatives, and a representative of the “executive suite” industry over
the latter’s use of the same term, “suite,” in its return addresses. Obviously,
a person renting such an “executive suite” need not ever actually use it. Yet
that person could still use “suite” in the return address, unlike a person
renting a PMB, under the USPS’ proposed and fina!l ruies.

Yet what is the real difference? A rent of $30 a month versus a rent of $300
a month? What does a higher monthly rent have to do with “mail fraud”?
Won't the person intent on mail fraud simply pay the extra amount?

The negotiations seemed to be focused on whether a renter of an executive
suite would have to purchase ancillary services, such as use of conference
rooms and office equipment, in order to use “suite” in the return address.

In effect, this is a debate over whether the use of “suite” in a return address

will cost $300 a month or $500 a month. It still has nothing to do with
preventing “mail fraud”, let alone “misleading addresses.”

The Coming USPS Proposed Rules

Judging from a USPS press release last week, the question of the “PMB”
designation will soon be reopened. Apparently the new proposed rules will

12
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state that CMRA customers can use either a number sign (#) in their return
address or the “"PMB” designation. The term “suite” will not be permitted,
even for those who have long used it, and even for those whose CMRA
contracts permit it.

It will certainly be interesting to see what postal crime statistics and
economic impact analyses, if any, accompany this proposed rule.

Economic impact of prohibiting the “suite” designation. Here's a
simple back-of-the-envelope starting point for the economic impact analysis.
Not a rigorous study. Just some indicative figures.

Recent news accounts® put the number of PMB's nationwide at between 1.5
million and 2.5 million. Take the middle figure, 2 million. Assume that at any
given moment, three-fourths of these boxes are rented. That’s 1.5 million
boxes. Now assume that there are an average of 1.5 persons using each
rented PMB. That's two and a quarter million people. Now assume that haif of
these, or 1.125 million, are using some soon-to-be-praoscribed form of
address - “suite”, “"unit”, “number”, “apartment”, no box number, etc. If the

average cost of changing letterhead, business cards, reply envelopes, etc.,
for each of these 1.125 million people is $100 per person, then we have a

rule with an impact of gver $112 million on the private sector.

And that’s just printing costs. It doesn’t include lost business, like that facing

the Coates (see attached letter). And it doesn't factor in lost revenue to
CMRA’s for departing customers,®

From any other instrumentality of the federal government, such a proposed
rule would trigger a fuill OMB review. It would also trigger potential
Congressional review under the 1996 Congressional Review Act.

From USPS, what we are likely to get is simply another assertion of
exemption from the nation’s regulatory laws.

7 See, for example, Cleveland Plain Dealer , October 9, 1999, p.
38 A Cato Institute study, which puts the figures much higher, could turn out to be a better predictor of
these costs. .

13
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In sum, the self-employed have a problem here. But it is not just our
problem. This whole rulemaking story, beginning in August, 1997 and
continuing on through the present, shows many disturbing signs of USPS
isolation from the general public and bureaucratic high-handedness.

Can this be the same Postal Service that was founded by the inventor and
entrepreneur Benjamin Franklin — a champion of small enterprises?

Even if the PMB issue is eventually solved to everyone’s satisfaction, there is
no assurance that USPS won't engage in similar conduct in the future.

Far from it. USPS now has (a) an exemption from every regulatory law that
matters in this country; (b) monopoly control over a form of communication
that many businesses need to survive; (c) a mandate to seek a profit; and
(d) the unfettered ability to regulate its competitors.

That is a recipe for disaster. If it's not disaster on this issue, this time, then it
will be on another issue, another time.

It is time that Congress revisited the entire legal framework under which the
Postal Service regulates the public.

This Committee, which shares legislative jurisdiction over the Regulatory
Flexibility Act with the Judiciary Committee, should lead the way.

14
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APPENDIX I

A Brief Consideration of “Misleading” and "Vanity” Addresses

In 1997, L'J>SPS proposed private mailbox (PMB) regulations that would ban the use of the term
“suite”. The regulations were described then as contributions to “clarity,” “simplicity” and “mail
security” at commercial mail receiving agencies (CMRA’s).

When PMB renters made clear that the proposed regulations contributed nothing to “clarity,”
“simplicity” or “mail security,” and that prohibiting the use of the “suite” designation would
cost them money, the rationale for rules changed: they were said to help prevent “identity
theft” and “mail fraud.”

USPS then was challenged to show, through empirical studies, how the use of the term “suite”
in the return addresses of PMB renters contributed to such crimes. In response, and very late
in the process, USPS offered episodes of crime. This left many questions unanswered:

» Whether these episodes were isolated events at the nation’s approximately 2 million
PMB’s, or were part of a general trend;
e Whether postal crimes were more or less likely to occur at other kinds of addresses;

e Whether regulating lawful businesses that used CMRA's might simply hurt these
businesses without actually diminishing crime;

¢ Whether such crime might be better and more cheaply fought in other ways, such as
through better CMRA training and better CMRA - postal inspector cooperation;

s And whether these regulations would deliberately or inadvertently aid USPS against a
commercial competitor.

With this rationale for attacking the “suite” designation under attack, USPS has developed a
new one: the “suite” designation is bad because it is “misleading” or even “deceitful”.

Let's b§ clear. This fundamentally changes the discussion. It is no longer a discussion about
crime.

At heart, it’s a discussion about people’s vanity. The particular target is “vanity addresses”,

Which raises the question: why should the resources of the federal government be brought to
bear on “vanity addresses” whose users, overwhelmingly, are law-abiding citizens? Where are
the victims? What is the federal interest here?

Before embarking on a crusade to end the vanity addresses that are used primarily by
entrepreneurs, it might be useful to consider other examples of vanity addresses, used by
slightly larger organizations.

3 Unless, tﬁa.t is, one uses circular reasening: the evidence relating the “suite” designation to-crime is
weak, so the “suite” designation will instead be attacked because it is “misleading” - a vanity address.
And what’s wrong with such "misleading” vanity addresses? Well, they lead to crime.

15
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Just within a few blocks of the Capitol are:

« "1299 Pennsylvania Avenue NW”, the address listed by the law offices of Baker and
Botts, LLP, as well as the Washington offices of General Electric, among others.
This building lies along E Street NW between 12% and 13" Streets, not on
Pennsylvania Avenue, as claimed.

» “601 Pennsylvania Avenue NW North” home of “The Pennsylvania™ condominiums.
This building is at the corner of 67 Street NW and Indiana Avenue. Tt cannot be
entered from Pennsylvania Avenue.

« “Washington, DC 20301". This is the address listed for The Pentagon, which, lying
on the other side of the Potomac River, looks suspiciously like it's in Virginia.

Farther afield are:

« “Minneapolis, Minnesota 55440” -- listed as the location of the corporate headquarters
of General Mills. The corporation is in fact situated on General Mills Boulevard, in the
city of Goiden Valiey, Minnesota, some 10 miles west of the Minneapolis city limits.

* “Box 002, Chicago. Illinois” listed as a return address for many remittances to
American Express. This is not an American Express post office box, however; itis a
lockbox belonging to a bank, where American Express funds are directly deposited.

« “Pleasantville, New York”, which as Chairwoman Kelly should be especially aware, is
described as the home address of Reader's Digest. But Reader’s Digest is actually
located in a nearby town with the less upbeat name of Chappaqua, New York, recently
in the news for other reasons.

And last but not least, there is:

e 2 Massachuselts Avenue, NE” -- the address listed for the National Capital Station
of the USPS itseif. But this post office cannot be accessed from the fancy
Massachusetts Avenue side of the building. The true entrance is on the less impressive
North Capitol Street side. This is clearly an embellished address, if not downright
deceitful. It has to go!

It would appear, too, that USPS actually aids and even encourages some of these misleading
addresses.

So if entrepreneurs using “suite” in their PMB return addresses are going to have their mail cut
off - simply for having 2 “misleading address” -~ then USPS should aiso cut off the mait for the
Pentagon, General Mills, American Express, Readers Digest, and any other person or
organization that similarly atternpts to mislead the pubiic. )

16 .
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"rJames Morrison NASE From: Thomas Coates 2539523285 107113/99 8:10:30 Page 10
nt by the Award Winning Cheyenne Bitware

®akbridge WAniversity Press

6716 Eastside Drive N.E., Suite 50.
Tacoma, WA 98422
Judith & Thomas Coates
(253) 952-3285 E-Mail jjeshua@earthlink.net

October 12, 1999

James Morrison
National Association For The Self-Employed

Dear James,

‘When my wife and I started our business ten years ago we applied to the local post office for a
post office box. No boxes were available so we went to a contract post office in our area. We were
told that we could use the snite number in our address.

Since that time we have published a dozen books and sent out over 20,000 flyers with our suite
address. Much of our current business comes from printed material already in circulation with our
suite address. If the Post Office Department requires that we no longer use the suite address and
must use PMB instead, with no forwarding from the suite address, this will limit the way people
can contact us and order our books: if their mail is returned to them with a message such as “unable
to forward” etc., they may assume we are no longer in business. This will, obviously, affect our
ability to do business and will result in loss of potential income. We personally feel that the use of
the suite number in our address should be grandfathered.

The use of PMB will require a great deal of expense for the small business person. It is our
request that the Post Office re-examine the requirement of PMB for private mail boxes, and allow
businesses to get on with their business unhampered.

Sincerely,

Shomas § Jiclith Eoates
cc: Paul Denham

Committee on Small Business
U.S. House of Representatives

Page 2 attachment:
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To: James Morrison NASE From: Thomas Coates 2539523285 10/13/99 9:11:32 Payge 20f2
Sent by the Award Winning Cheyenne Bitware

Attachment of a letter from our son, Paul Findlay from Beaverton, Oregon:

To Whom It May Concern:

One week ago (approximately September 29th), I contacted one of my credit card companies
to inform them that my address was changing due to the new Postal Regulations. Instead of “#
215", my address would be "PMB 215."

The very helpful customer service representative was baffled at first: She had never heard of
“PMB”, and so I had to explain what it stood for and how the Post Office was now requiring its use.
Once I had educated the representative on “PMBs” and their use, she then tried to change my address
on their computer systems ...

... but this proved nearly impossible. She explained to me how their address field screen on the
computer system was set up with only the following options: POB, Suite, Apt., #, and a couple
others. “PMB” was not an option that she could enter into the system. It took several minutes of
trying various different ways to “fool” the system into including “PMB” into my address. However,
even then, she couldn’t guarantee that this would work.

Paul Findlay
6107 S.W. Murray Blvd, PMB 215
Beaverton, OR 97008

p.s.— Ifind itvery distressing that the Post Office will spend millions of dollars informing the
public that there’s a new Bugs Bunnv stamp, and vet thev have avparentlv spent next to nothing
informing the public about “PMBs.”
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Testimony of
Michael J. Mansfield
Assistant District Attorney,
Chief, Economic Crimes Bureau

Queens County District Attorney's Office

before the

UNITES STATES HOUSE OF REPRESENTATIVES
COMMITTEE ON SMALL BUSINESS
SUBCOMMITTEE ON REGULATORY REFORM and

PAPERWORK REDUCTION

10:00 A.M., Tuesday 2361 Rayburn House Office Building
October 19, 1999 Washington, D.C, 20515-6050
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As an Assistant District Attorney of Queens County, | am in charge of the
Econcmic Crimes Bureau for Richard A. Brown, the District Attorney of Queens
County, New York. District Attorney Brown represents a constituency of almost two
miflion people. Our office has the responsibility of prosecuting some 80,000 arrest
cases each year, cases running the gamut from homicides, forcible rapes, robberies
and felonious assaults down to quality of life crimes such as graffili, streef narcotics,
prostitution and the like.

In addition, we have a significant investigative role in such areas of criminal
conduct as narcotics trafficking, organized crime, labor racketeering, economic
crime and criminal activity at John F. Kennedy and LaGuardia airports which are
located in our county.

I very much appreciate the opportunity to speak here today in support of the
United Siates Postal Service regulatory changes governing Commercial Mail
Receiving Agencies and | very much want o thank the United States Postal
Inspection Service on behalf of the prosecutorial law enforcement Community for its
aggressive investigative efforis in the fight against white collar financial crimes.
However, we, in the City of New York, are fighting an uphill battle against these
criminals based on the current status of regulations concerning Commercial Mail
Receiving Agencies.

To paraphrase that famous bank robber from the 50's, Willie Sutton, whose

response to the question why he robbed banks was "because that's where the
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money 18", similarly financial crime thieves use Commercial Mail Receiving Agencies
because that is where the money goes and "go" it does - the losses atiribulate to
identity theft and other forms of account takeover thefts number in the billions of
dollars - not to mention the financial havoc that is visited on legitimate consumers
who are the victims of these crimes. | know from 16 years of economic crime
prosecutions that it often takes victims of financial fraud years to undo the damage
done to their reputations and to restore their credit status.

Over the past four years my office, in conjunction with the United States
Postal inspection Service and other Federal and Siate Law Enforcement Agencies
has dismantied four multi-million dollar financial fraud enterprises who owed their
very existence and survival to the many Commercial Mail Receiving Agencies which
operate in the New York metropolitan area.

The problem of the criminal use of Commercial Mail Receiving Agencies has
become so widespread that our prosecutions have drawn the attention of the
national media - including numerous newspaper and magazine articles as well as
being featured on segments of CBS' "60 Minutes” and cther news magazine shows.

Our four investigations, dubbed Operation Silver Parrot, Operation Mailstop,
Operation Black Leather, and Operation Nigerian Express, involved highly
structured ethnic organized crime groups that used New York City as the base of
their operations, but their criminal activity extended throughout the United States -

they each had the ability to operate in any area where a Commercial Mail Receiving
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Agency existed.

Operation Silver Parrot was an 8 month investigation that resulted in a 200
count indictment under New York's Orgcanized Crime Control Act, our equivalent of
the Federal Rico Statute, charging 8 Nigerian nationals with operating & multi-million
dollar financial fraud ring that specialized in the theft of credit identities of thousands
of people across the United States and had contacts throughout the world. All of the
defendants in that case were convicted - with the ringleader receiving a 10 year
prison sentence - and that was after his cooperation.

The tactic used by this ring was fo obtain personal information about a
potential victim from any number of available sources and then to in effect "become
the victim" - it's commonly known as "identity theft”. Once a victim was identified,
histher mail would be diverted from his/her own address to a "temporary” address for
a thirty day period - that temporary address was one of hundreds of Commercial
Mail Receiving Agencies which were rented by the criminals in the names of the
victims. Within a thirty day period, by looking at the victim's mail, an entire financial
profile was obtained on the victims and the ring systematically drained the victims of
all available credit and cash from credit card accounts - from home improvement
lines to pension accounts - even to the point of using the victim's frequent flier miles,
all before the victim knew what had hit him or her. Since that investigation | am
happy to say the United States Posial Service has tightened its controls on "change

of address forms" to where a "move verification letter" is sent to the address from
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which the mail was to be delivered - thereby giving a potential victim a warning that
he has been targeted by an identity theft ring.

The leader of that group, Olishina Adecombie, told me after he agreed to
cooperate that he personally made 8 million dellars operating this ring before he was
arrested by United Postal Inspection Service and prosecuted by my office. When
we were asked him what he did with the money he stated that he sent it to his native
Nigeria where he owned a number of apartment buildings. When he was arrested
we recovered documentation on the purchase of a new Mercedes-Benz which had
been shipped to Nigeria. When | asked him about this Mercedes he asked me to
identify what color the car was so he would know which car | was talking about; it
was gold. The last known address on the motor vehicle registration in the United
States was also a Commercial Mail Receiving Agency with a purported "apartment
number".

As a result of this prosecution, we in the law enforcement community learned
much about identify theft rings and their use of Commercial Mail Receiving
Agencies, and we, following the adage that "if you can't beat em - join em", decided
to commence a sting operation where we set up our own Commercial Mail Receiving
Agency which was manned by undercover postal inspectors, other federal agents
and detectives from my office. We dubbed the investigation "Operation Mail Stop."
| am happy to say that earlier this year, we convicted the last of 13 defendants who

comprised a ring of West African Nationals who were also prosecuted under our
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State RICO statute. As its name suggests "Operation Mail Stop™ was a major
financial fraud sting whose success was possible cnly because of the extensive and
pervasive use of Commercial Mail Receiving Agencies by the criminal element.

When we started the sting we did not target any particular group but rather
were reacting to the targe number of stolen credit cards and other financial access
devices which were obtained by fraudulent applications and identity takeovers in the
New York City metropolitan area.

Reminiscent of Kevin Costner's movie "Field of Dreams", where he
proclaimed "if you build it they will come", our experience was that not only did they
come but they came in such overwhelming numbers that we were forced to
concentrate our efforts on only one ring of many that were operating out of our
Commercial Mail Receiving Agency. Unlike Silver Parrot, there was no wholesale
diversion of a victim's mail to the Commercial Mail Receiving Agency; indeed, this
was now impossible, due to the regulations being enforced by the United States
Postal Service. Rather, financial institutions and department store were contacted
individually by the ring and the billing information and merchandise were routed to
the Commercial Mail Receiving Agency.

As a result of obtaining court ordered wire-taps we were able to literally hear
the ring in operation. Female members of the ring would call credit reporting
agencies posing as consumers seeking copies of credit reports to be sent to their

"new address". Once this was obtained there would be systematic contacting of
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each creditor on the credit report notifying them of the "new address and apartment
number”, along with requests for replacement credit cards or checks to be sent to
the "new address" with the listed "apariment number”, which would be a designated
box with our Commercial Mail Receiving Agency. One particularly interesting
conversation was a call by a member of the ring to a major credit card issuer posing
as a consumer whose identity he had assumed. He told the issuer that he was on
vacation and staying at the "Hotel Kennedy", and he gave the address of our
Commercial Mail Receiving Agency. He indicated he had "lost his credit card” and
needed a new card mailed to him at the hotel where he was staying in room 142,
Within 2 days that card arrived at our location via Federal Express addressed to
"Hotel Kennedy room 142". This example is not an exception io the rule but a
common fraud trap and another manner in which criminal groups rely on their ability
to use Commercial Mail Receiving Agency addresses in a deceptive manner.
During the course of our investigation, we had thousands of dollars worth of
merchandise from mail order catzlogs and internet sites delivered in the same
manner.

My third example of illegal use of Commercial Mail Receiving Agencies is
"Qperation Black Leather". Again, it was a multi-million dollar merchant fraud
enterprise operating in New York, New Jersey, Califomia and Florida. It was
investigated by my office and the United States Postal Inspection Service and

resulted in the convictions this past year of a group of Middle-Eastern nationals
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whose leader Ramesh Sethuraman, aka Ramesh Kumar, a self described economic
terrorist, who responsible for defrauding banks and financial institutions of mifions of
dollars.

In Operation Black Leather, the defendants set up fake store fronts in
Queens, as well as throughout the metropolitan area and the country, which
purported to sell leather coats, leather apparel, and other clothing, hence the term
"black leather". The fake store fronts purported to be legitimate businesses and
used the stolen identities of legitimate people as "principals”. As such, each
business opened merchant processor accounts with banks all over the country.

A merchant processor account is a relationship with a bank or financial
institution which processes the credit card numbers for & business, requests
payment from the issuer and deposits the money in the merchant's bank account (all
in 1 day). In Black Leather the defendants opened accounts with anywhere from
three to ten merchant processors. The defendants then stole account information
from consumers of gas stations, restaurants and retail stores and placed fake
charges on the accounts for proported purchases of leather goods from the store
fronts. As soon as the money was placed in the defendants' accounts, it was
withdrawn. After a couple of weeks they would close up shop and open up under a
different name somewhere else - a classic "bust out merchant scheme”
Interestingly, this case came to our attention because a Westchester resident, Sister

Margaret Mary, @& Dominican Nun, noticed on her credit card bill that she was

~}
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charged for the purchase of a leather coat from a Queens, New York store front.
Sister Margaret Mary was a very credible witness when she testified that she has
never worn a leather coat, much less purchased one.

Operation Black Leather is a case study of the use of Commercial Mail
Receiving Agencies to commit massive financial crimes. These defendants used
Commercial Mail Receiving Agencies for all aspects of their operations. When they
incorporated the fake businesses, the corporate address was a Commercial Mall
Receiving Agencies. When they applied for a merchant processor account, the
home address of the identity taken over for a principal was a Commercial Mail
Receiving Agency with "apt” or "suite". All the bank documents led to
Commercial Mail Receiving Agencies. The defendants sent materials to co-
conspirators in other states at Commercial Mail Receiving Agency addresses. Two
of the fake store fronts actually had no address at all, and were merely mailboxes at
Commercial Mail Receiving Agencies. The financial institutions were supplied with a
Polaroid of a non-existent storefront complete with a temporary sign. Without the
"PMB" designation, a merchant processor bank out West had no idea that they were
dealing with a Commercial Mail Receiving Agency. Of course, the mailboxes at the
Commercial Mail Receiving Agencies were rented with phony identifications, so that
when the defendants "busted out" of a store front, all leads led to an abandoned

mailbox at a Commercial Mail Receiving Agency.
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In July of this year, my office handed up a 268 count indictment charging nine
individuals with & myriad of criminal activity, much of it possible by the improper use
of Commercial Mail Receiving Agencies. "Operation The Nigerian Express" was a
complex association of Nigerian men and women involved in a variety of crimes.
This operation originated as a narcotics investigation, and blossomed into a broader
investigation, touching tax evasion, grand larceny, forgery, and a host of other
crimes. The Nigerian Express was involved in three distinct, but related, operations.
The first was the distribution of heroin in and around Queens County. The second
was the filing of false or forged tax instruments. The third was larceny committed
through the unauthorized electronic transfer of bank account and credit card funds.
Bola Adeola, aka "Prince," was the leader of the Nigerian Express. Adeola oversaw
each of the three criminal operations through a separate director; Joseph Omesiete
was the director of the narcotics distribution operation; Derrick Rountree was the
director of the tax evasion operation; and Ayodele Peters was the director of the
grand larceny operation. Our investigation indicated that Commercial Mail
Receiving Agencies were used in much the same manner as in the previous cases.

In the same way as with our other investigations, it is clear that the financial
crimes of this organization would have been difficult, if not impossible to commit,
were if not for the ease with which Commercial Mailing Receiving Agencies could be

and were used as purported legitimate addresses.
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Not one of these cases would have occurred if the regulations discussed by
the Postal Service were in effect at the time these crimes were committed.
Accordingly, on behalf of the Law Enforcement Community in the City of New York, |

strongly urge your support for the enhancement of these regulations.

Attachments:
Press Releases

Dated February 7, 1996 -

D.A. Brown: EIGHT NIGERIAN NATIONALS INDICTED ON CHARGES ON
RUNNING MULTI-MILLION-DOLLAR NATION-WIDE COUNTERFEIT AND
STOLEN CREDIT CARD OPERATION: RING LEADERS FACE UP TO 25 YEARS
IN PRISON UNDER NEW YORK STATE'S ORGANIZED CRIME CONTROL ACT

Dated February 28, 1996 -

QUEENS COUNTY DISTRICT ATTORNEY RICHARD A. BROWN URGES
POSTAL SERVICE AND CREDIT CARD AND BANKING INDUSTRY REFORMS
TO PREVENT THIEVES FROM DIVERTING MAIL AND STEALING CONSUMER'S
FINANCIAL IDENTITIES

Dated February 7, 1997

D.A.BROWN: MULTI-MILLION-DOLLAR CREDIT CARD AND FINANCIAL FRAUD
RING SMASHED; ALLEGED RING LEADER AND EIGHT OTHERS INDICTED
UNDER ORGANIZED CRIME CONTROL ACT; 185-COUNT INDICTMENT FILED

Dated July 14, 1998 -

MULTI-MILLION DOLLAR CREDIT CARD FRAUD RING OPERATING
NATIONWIDE THROUGH STOREFRONT LEATHER CLOTHING SHOPS
SMASHED:; NINE ARRESTED

10
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Dated July 12, 1999 -

268 COUNT INDICTMENT CHARGES NINE NIGERIAN NATIONALS WITH
NATIONWIDE CREDIT IDENTITY TAKEOVER SCHEME LINKED TO HEROIN
DISTRIBUTION, FORGERY AND TAX FRAUD CONSPIRACIES

"
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Statement of
Rick Merritt
Executive Director, PostalWatch Incorporated
before the
Subcommittee on Regulatory Reform and Paperwork Reduction
on the
Postal Regulations governing Commercial Mail Receiving Agencies (CMRA)

October 19, 1999

Chairwoman Kelly and distinguished members of the Subcommittee thank you for this

opportunity to appear here before you today.

My name is Rick Merritt; I am the executive director of PostalWatch Incorporated, small
business owner and long time CMRA private mailbox customer. PostalWatch is a grass
roots organization founded in order to provide the small business community a “voice” in

Postal related issues such as this

Speaking on behalf of our membership and all of the small businesses that utilize private
mailboxes, we commend the Subcommittee's tenacious pursuit of regulatory equitability

on this issue.

For the record, PostalWatch strongly opposes the US Postal Service regulations published
in the Federal Register on March the 25", 1999 governing Commercial Mail Receiving
Agencies (CMRA). We are of the opinion that the Postal Service enacted these
regulations without any documented justification, and that the procedural processes
surrounding their enactiment continues to be so egregiously flawed that these regulations

should be rescinded in their entirety immediately.

Additionally for the record, I would like to state that PostalWatch Incorporated and the

members of the private mailbox community of whom we represent are very supportive of
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takeover. Our objection to these regulations lies not with their stated goal of crime
prevention but with the regulations themselves, the lack of justification for their
existence, their low expectation of success in preventing crime and finally the enormous

burden they impose on the law-abiding small businesspeople that rent private mailboxes.

REGULATIONS NOT JUSTIFIED, WILL NOT PREVENT CRIME
The Postal Service has failed to produce a single statistical study indicating that the
“criminal” problem at CMRAs is significantly higher than at any other type of address,

despite requests for such data from several Members of Congress.

The Postal Service has been circulating a list of 19 anecdotal cases from 1998 that in
some way involve a CMRA address. Considering the absence of any study, one might
conclude that these 19 cases represent the “problem” in its entirety. If this were the case,
these 19 CMRA cases would represent less than two-tenths of one percent of the 10,095

total postal related arrests made in 1998.

Criminals conducting mail fraud or identity theft clearly must have an address in order to
perpetrate their crime. What little information is available suggests that these criminals
utilize all types of addresses including private mailboxes, apartments, office suites, rental

homes and Post Office boxes in order to conduct their criminal activities.

Although these regulations make private mailboxes less desirable for everyone including
criminals, there is absolutely no evidence that would suggest that those criminals
currently using private mailboxes would cease or reduce in any way their criminal
activities as a result. Conversely, common sense suggests that these criminals will
simply begin using alternative addresses such as office suites, apartments and rental

homes to continue their criminal enterprises.

To the criminal conducting mail fraud or identity theft an “address” is a necessary “tool
of the trade” in much the same way that a bank robber needs a get-away-car. These

regulations are analogous to the FBI deciding, without the benefit of any statistical study,
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that several bank robbers have been using Ford Mustangs as get-away-cars, and thus
every person who owns Mustang will be required to register with the FBI, produce two
forms of I1.D. and be required to paint the acronym “SGAC” (Suspected Get-Away-Car)
in bold letters down both sides of their car. At the end of the day, there would be just as
many bank robberies perpetrated, however the bank robbers would be using Firebirds or
Cameros as get-away-cars instead of Mustangs, the FBI would have significant personal
information on every law-abiding Mustang owner, and the resale price of used Mustangs

would fall while sales of new Mustangs would be virtually non-existent.

QUESTIONABLE MOTIVES

As we enter this next millennium and the hyper-competitive “information age”, it will
become increasingly more difficult for the Postal Service to remain self-sufficient. Postal
revenues will shrink as demand for its primary service, the delivery of first-class mail,

erodes due to the availability of more efficient and technologically advanced aiternatives.

The Postal Service will become increasingly motivated to replace these lost revenues,
thus they will attempt to enter an increasing number of non-postal business activities. As
the Postal Service expands into traditionally non-postal private sector lines of business,
the potential to cause irreparable harm to entire industries made up of small businesses

seems inevitable.

The Postal Service continues to claim that their sole motivation for enacting these

. regulations has always been to prevent mail fraud and identity theft. Circumstances and
common sense however indicate otherwise. The Postal Service has failed to conduct any
Needs Analysis, Effectiveness Studies or Cost/Benefit Analysis relative to these
regulations which are referred to by members of the CMRA industry as the “Death
Regs.”

These regulations seriously damage an entire industry which provides Substantial
Competition to the Postal Service as pointed out in the “United States Postal Service

Five-Year Strategic Plan FY 1998-2002” published in November of 1997 which states,
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“Substantial competition from private mail and parcel franchises has emerged in recent
years. Starting with a few hundred stores in 1980, this industry has grown to include
about 7,800 commercial mail receiving agencies, such as Mailboxes, Etc.” Referring to
UPS, FedEx and CMRAs collectively in the same context the Postal Service goes on to

s

state “Together, these companies generate over 35 billion in revenues.’

ENDLESS MODIFICATIONS INDICATE DEFECTIVENESS

In an October 14, 1999 press release, the Postal Service announced that it is planning to
propose a series of additional modifications to regulations governing CMRAs.” The
press release goes on to announce that the Postal Service will open yet another
comment period for these latest modifications. This latest comment period will be the
third official comment period relative to these regulations since they were enacted in
March of 1999. The Postal Service continues to put a positive spin on the fact that these
regulations were so poorly developed that they have been forced to adjust, extend, or
modify the initial regulations on what seems to be a weekly basis since their enactment in
March. Had the Postal Service performed its due diligence prior to enacting these

regulations, there would be no need to modify them ad-hoc after the fact.

VIOLATE PRIVACY RIGHTS

These regulations require that every box holder re-register with the Postal Service. This
very moment as we meet here today, renters of private mailboxes all over this great
nation are being threatened with the cancellation of mail delivery if they fail to file a new
Postal form 1583. This so-called “voluntary” form must be accompanied by two pieces
of identification including one with a picture. Every box holder has already filed a form
1583 and produced identification when they initially rented their mailbox. Many of these

small business owners have had the same mailbox for ten, fifteen or even twenty years.

These regulations require box holders’ to choose between their privacy and receiving
their mail. The information required on the form 1583 is formidable, intrusive and
includes such items as the home address and phone number of every person receiving

mail at the mailtbox. <Please refer to a sample Postal Form 1583 attached as Appendix
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“A” to the end of my written testimony > The Postal Service has gone so far as to
require the names and ages of any minor children that may receive mail as well.
Virtually every Personal Safety Expert with experience in the field of child abduction

recommends that parents NOT divuige the names or ages children to anyone.

Despite repeated Postal Service claims that peoples’ privacy concerns will be addressed,
box-holders are currently forced to sign form 1583 with a Privacy Act Statement that
states that their personal information “may be released to anyone” if the private mailbox

is being used to conduct business. Further the latest “proposed” privacy rule allows the
Postal Service to release personal information to a plethora of semi-government and law
enforcement types without a warrant, subpoena or in some cases without even a record of

the disclosure.

WILL RESULT IN MAIL DISRUPTION

These regulations require ten thousand CMRA operators to hold mail in “Postal Limbo”
for six months. One of the more baffling and punitive aspects of these regulations is that
Commercial Mail Receiving Agencies are REQUIRED to receive and potentially “hold”
prior customers’ mail for a six-month period after their relationship terminates. During
this period, the CMRA is not allowed to refuse or return-to-sender the previous
customers’ mail. CMRAs around the country will be storing millions of undelivered mail
pieces. During this time the original sender of the (first-class) mail piece will be under
the false impression that their mail has been delivered. It is unfathomable how a
procedure that fails to return a piece of mail to the sender when an address has been

abandoned could ever be viewed as an anti-fraud measure.

DIRECT COST ESTIMATES CONSERVATIVE

Attached to my written testimony is a copy of a Cato Institute Briefing Paper entitled
“The U.S. Postal Service War on Private Mailboxes and Privacy Rights. Contained in
this paper is a table entitled “Cost of New Postal Service CMRA Regulations” which

estimates the potential range of the “direct first year” costs of these regulations to be

between $639 million and $1.066 billion dollars.
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1t is quite obvious by the structure of this table and subsequent discussion that its purpose

is to estimate a range of “direct costs” associated with these regulations based on certain

assumptions. The use of assumptions is necessary given the lack of available published
data. We do not posses the financial resources necessary to perform or commission an
exhaustive economic model and impact analysis of these regulations. Conducting such a
study is the public policy responsibility of the Postal Service. We are, however, quite
well qualified to discuss and evaluate the time and effort required to accomplish a
particular task within the burden rich and resource starved environment of a small

business.

Since publication of this Briefing Paper, the Postal Service has attempted on several
occasions to discredit the “direct cost estimate” by attacking the assumptions used as
being “unsupported”. The Postal Service has put forth the concept that these
“unsupported” assumptions are somehow inflated and have led to an overstated cost
estimate. I would contend however that these assumptions, taken in the aggregate, are
extremely conservative and have led to an understatement of the estimated impact of

these regulations on small business.

USPS has challenged these assumptions without offering any of their own estimates or
assumptions. Why is that? We believe that the Postal Service has in its possession a very
accurate count of total CMRAs and private mailboxes, which if released, would
significantly improve the accuracy of these cost estimates. The Postal Service has not
however, offered any alternative estimates as to the economic impact of these regulations

on the private sector.

Please note that when forced to make ANY assumption in this model, every attempt was
made to strongly error on the side of conservatism. The “direct cost” estimate ended up
with a very wide range of total box renters of between 1.5 and 2.5 million at any given

time. The reasons for such a large range of box renters include:
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The Postal Service is the only organization that knows exactly how many boxes
are being used at any given time, but they apparently have chosen not to share that

information with anyone.

To allow for normal vacancy factor and normal attrition.

There is a major difference between physical boxes available for rent and box-
renters because more than one person or business entity with shared ownership
may use a single box. Consequently, there may be significantly more people (box
renters) affected by these regulations than there are actual physical boxes in
existence. According to several CMRA operators as many as 30- 40% of their
physical boxes are utilized by more than one person or entity. Given the fact that
in some cases there may be as many as four or more family businesses using one
single box, this could result in a situation where the aggregate number of box-
renters approaches or exceeds twice the number of total physical boxes. This
means that it is possible that the number of box-renters affected by these
regulations might actually approach 5 million. In the interest of conservative
estimates this was not directly factored into the original estimated range of box-

renters

Rachel Heskin, Senior Communications Manager for Mailboxes Etc indicated that
they had 3,300 franchise stores with roughly 800,000 total mailboxes (average

242 boxes per store) during a phone conversation on May 19, 1999,

“United States Postal Service Five-Year Strategic Plan” published in November
of 1997 states, “...this industry has grown to include about 7,800 commercial
mail receiving agencies...” The Postal Service’s 1997 estimate of 7,800 CMRAs,
assuming no growth during the two-year period and each with a conservative 200

boxes would result in 1.56 million boxes.
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It is common for CMRAs in entrepreneurial hotbeds such as Dallas, Atlanta,

Austin and San Jose to have well over 500 boxes in each location.

Several of the larger and more established CMRAs such as a 1,000 box operation
in Southern California and a 3,000 box facility in Alaska appear to remain

independent and are not affiliated with any particular franchise.

DIRECT COSTS ARE ONLY THE “TIP OF THE ICEBERG”

The “direct costs” of these regulations are by far the easiest to get a handle on and only

represent a fraction of the total long-term economic burden of these regulations. The

largest portions of the true cost are the long-term future costs. No one can accurately

predict what these long term costs will ultimately add up to, however no one can deny

they exist. The following represents what is believed to be a reasonably conservative

guesstimate.

$215 million in CMRA net worth equity loss due to lost box rental income.
Over the last few months we have received numerous reports from CMRA
operators indicating they have already experienced significant cancellations of
box rentals due to these regulations. These reports range from approximately 5-
50% loss rate in box rentals. It appears the consensus is somewhere between 10-
15%. At the lower 10% number, the ten-year value of this lost revenue stream is
a collective loss in net worth of over $215 million dollars alone. The calculation
was achieved by applying the universally accepted formula for calculating the
“future value” of an income stream, FV=c*[(1+1)((t-1)}/r to the following
assumptions: 1.5 million total boxes rented, 10% loss due to regulations, 10 year

life, average interest rate at 5.5%, and average box rental of $9 dollars per month

$1.5 billion in box holder lost opportunity and future revenue cost. Assumes
the same universally accepted formula, interest rate and life span assumptions for

calculating future value, and the very conservative assumption that 1 miilion
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small business box holders will incur the modest future loss of $120.00 per year

for the next ten years.

THE MAJOR COST IS IN HUMAN SUFFERING

The Postal Service is quick to point out and leverage the truly sad human suffering and
economic devastation caused by the crimes of mail fraud and identity theft. They fail
however to acknowledge the truly devastating effect that these regulations will impose on
potentially millions of Americans and their families. A small business is for the most

part a family institution that represents the hopes, dreams, and many times the life

savings of several family members. Starting and operating a small business is an
emotional experience that requires long hours, unrelenting dedication and personal
sacrifice. The following are excerpts from a few of the hundreds of individual stories we
have received from our members on how these regulations are impacting their lives and

livelihood

e A small business owner in San Antonio, Texas wrote, “The new regulations (1583
etc) were the last straw, and our small private mail box outfit went out of
business. They made arrangements to transfer all boxes to another firm just down
the street and furnished the post office with completed change of address forms.
However, the Post Office will not release the mail (have been holding it a week)
to the box holders, the new private mailbox outfit, or the old one. Do you have
any suggestions as to what we might do to get our mail, checks, orders etc? The
Post Office just says ---- “we have not decided what to do with the mail” --- return
it to the sender, give it to the addressees, or to the new private mailbox company.
They imply that if we get a box with them, the mail would instantly appear in the

box (blackmail??). We would appreciate your ideas.”

¢ A box holder wrote: “...I was dismayed to read of a needless new postal
regulation which will impact me, and I'm sure many others, negatively. .. My
objections to this are manifold: 1) T am a psychiatrist. 1 was previously employed

by the state prison system and deliberately use a private mailbox to insulate my
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privacy. I do not want my personal information in Postal Service databases of
dubious security. 2) I bill insurance companies for my medical practice and will
have to change all my stationary, business cards, rubber stamps to the new
address. My experience has been that insurance companies are notoriously slow
at upgrading their databases to accommodate new addresses. Thus, I risk having
payments sent back to the insurance companies instead of my mailbox. 3) I have
enjoyed the convenience of using the private mailboxes and it would hamper me

professionally should they go out of business due to this new regulation”

A box holder wrote: “I have a small business that markets a video to Teenage
Parent programs in Public Schools, County Health Departments, and Public
Libraries. This is a very small business, and I do it as a service to programs that
are funded by government money. Now, I have been told ...of new regulations
that require me to use a new address, one that is similar to my present one, but
different enough to require that I notify all of my business connections of the
change. ... I do not have the resources financially to notify ail the programs that
have purchased my video of a change in address, or to reprint my brochures, and
business cards. I purchased large quantities of both to last me years, since I

believed my address to be permanent. Also my video cover has my address on it

how am I supposed to change that? My video is carried in educational catalogs

by 2 distributors who sell to schools and libraries, it is beyond my ability to know

how to make this ridiculous change. And when T am told that if I don't, the Post
Office will not deliver my mail to my present address, I am afraid that the
government will put me out of business. How ironic since government programs

are what I serve. I am a divorced mother of three children trying to make a

business to support my family and the government is willing to compromise that.

Please explain that one to me. I need to know why this is happening and how the

government justifies not delivering mail to a taxpayer. Is the government willing
to help me with the expenses involved in making this regulation change? Please

understand that this regulation change will have a dramatic effect on my rights to
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run my business, It will also have an effect on the teenage parent programs that

use this video”.

A CMRA in Fresno, CA wrote “Please keep me informed of your progress in
getting support for FL.J Res 55. I am a CMRA who is about to go out of business
due to the cancellations by my mailbox holders who are FURIOUS about this

insane regulation and invasion of their privacy.”

A CMRA wrote: “I am a CMRA owner, with only one location, and I am

outraged at what the Post Office is trying to do us. When they started to require 2

forms of ID from box holders, I complied at a cost to my company of almost

$4.000.00, (we had to buy a copy machine because the Post Office requires copies

of the box holders ID be kept on file). Now they what to "Label" our clients by
making them place a PMB before their box number. This is a basic violation of
what I felt is my right to conduct my business as a free enterprise. The majority

of my clients are small businesses that are usually run out of their homes and don't

want to use their home address as their business mailing address. They have

come to me because they need a central location to receive their mail and

packages that are sent by the Post Office, UPS, Federal Express and the like.

A CMRA from Baltimore wrote: “... With box holders dropping like flies (closing
boxes because they are fed up with the rules) ... funds are dwindling... just what
the Post Office wants. .. put the competition out of business. Keep up the effort

and we will continue to do what we can too.”

A box holder in Arizona wrote, “I am married to a diabetic. To make a long story
short, he has had 8 operations since October. He had been in insulin shock so
many times I'm on a first name basis with the fire dept. guys. He is now on
dialysis four times a day. Besides taking care of him every chance I get, I work
most days from 6am to 10pm. Now, the post office comes along and says fill out

this form. They want to know EVERYTHING about you except the color of your
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kitchen sink AND they want you to change your addresses and advertising. I
have been in business for 17 years. Over those years, I have acquired
approximately Three Hundred Thousand (300,000) clients, businesses, vendors,
and such.” “...the costs that will affect my business because of this: Address
Change Notices 300,000 @ .33 = $99,000.00 . What on earth is going on here?

This regulation needs to be stopped immediately.

CONCLUSION

As time goes on it becomes ever more apparent the Postal Service created these
regulations in a “data less” environment. They would have us believe that these are well-
crafted regulations that will solve a specific problem for which they have virtually no

information.

Millions of small businesses are being forced to absorb a huge economic burden to solve
a “perceived” problem the Postal Service has not even bothered to define. Without
collecting the criminality statistics about CMRASs prior to enacting these regulations,
there will be absolutely no way to ever determine if these regulations were effective at

anything other than terrorizing millions of smail businesspeople.

This regulatory action on the part of the Postal Service, “by decree” cripples thousands of
it’s private sector competitors, imposes a huge unfunded mandate on small business, and
tramples the privacy rights of two million law-abiding American citizens without as

much as a token attempt at justification, cost/benefit analysis or demonstrating the

existence of any compelling public interest.

The fact that these onerous regulations found there way so easily into law makes a
compelling case for Congress to repeal USC Title 39 section 410 which grants the Postal
Service an exemption from the Administrative Procedures Act and thus all other statutes

that protect the American people from runaway regulatory agencies.
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This concludes my testimony. Thank you for this opportunity to appear here today. I

would welcome any guestions you may have.

Statement pursuant to rule IX; clause 2(g)(4) of the Rules of the House of
Representatives: Neither PostalWatch Incorporated, nor any entity representing it or Mr.
Merritt has received any contract, subcontract, or grant from any federal source during

the last two fiscal years.
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The U.S. Postal Service War on
Private Mailboxes and Privacy Rights

by Rick Merritt

No. 48

On March 25, 1999, neatly concealed in an
obscure and seemingly minor “Procedure Re-
vision,” the U.S. Postal Service announced its
intent to execute Postal Bulletin 21994, In an
alleged attempt to combat mail fraud, the Postal
Service required that by June 24, 1998, all conr
mercial mail-receiving agencies (CMRAs) that
offer rental of private mailboxes should have
collected from their customers confidential
information that the Postal Service itself is not
allowed to collect. Furthermore, starting as early
as October 24, 1999, the USPS will deliver mail
only to the private boxes addressed in a particu-
lar format that will be unfamiliar to many send-
ers.

Those new requirements violate the privacy
regulations that cover the Postal Service. The
USPS plans to make available to the public con-
fidential information about any private box hold-

July 30,1999

er who uses the box for business with the public
However, access to such information could actu-
ally facilitate criminal activity. Moreover, the
Postal Service also plans to apply these new reg-
ulations to executive suites.

In addition, because it is impossible for box
holders to kniow everyone who might have their
private box address on file, many otherwise
deliverable pieces of mail will be returned to the
sender, marked "address unknown.” Finally. the
new regulations will foist enormous costs on
some 1.5 million to 2.5 million private mailbox
holders, which include many of the country's
smallest businesses. CMRAs will also incur
expenses, not only of compliance with and noti-
fication to box holders of the new regulations
but also of lost business, A conservative estimate
of the direct costs alone of the new regulations
could approach $1 billion.

Rick Merritt is exeoutive director of PostalWatch Incorporated (Htp://www postalwatch.org).
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The Rise of Private
Mailboxes

Before the advent of private mailboxes,
individuals and entrepreneurs had essential-
ly three choices of where to receive their mail.
They could receive it at hame, at an office or
the physical address of their business, or
from a rented box at a U.S. post office. But
those options leave much to be desired for
many individuals, especially small-business
OWTrers,

First, post offices have limited hours dur-
ing which customers may pick up mail
Second, U.S. post offices will not accept for
their P.O. boxes delivery of packages from
private carriers such as Federal Express and
United Parcel Service. Third, proprietors of
many small and start-up businesses, and cer-
tainly businesses operating out of the home,
face problems with using their home address-
es for deliveries. Those entrepreneurs fre-
guently nave very limited human and finan-
cial resources and often spend much of their
time out of the office servicing customers.
Such businesses cannot afford an office suite
with a full-time person to answer the phone
and receive packages, especially packages
requiring a signature for delivery.

Market need thus led to the emergence of
commercial mail-receiving agencies (CMRAs).
Small-business owners in particular choose
CMRAS because they have more convenient
business hours, will accept deliveries from
private carriers as well as from the U.S. Postal
Service, and offer a stable address for enter-
prises that might change locations. In addi-
tion, CMRAs offer other services such as
packaging and shipping. Also, small-business
owners renting a CMRA box often can list
their address as a number or suite, for exam-
ple, “123 Main St., #401," which gives an
enterprise a professional appearance. Furth-
ermore, a CMRA box provides small-business
entrepreneurs personal separation and priva-
cy from their business dealings.

There are approximately 10,000 CMRA
outlets, with a total number of box holders

estimated at between 1.5 million and 2.5 mil-
tion, The best known is Mail Boxes Etc,
which has approximately 3,300 franchises
and about 800,000 box holders. Other
CMRAs include Pak Mail Centers, Postal
Annex, Post Net Postal and Business Cen-
ters, and Parcel Space Plus. Many of the out-
lets are small, mom-and-pop-type opera-
tions.

Why Revised Procedures?

On March 25, 1999, the Postal Service
issued new regulations in the Federal Register
for CMRAs and their box holders. In that
posting, the USPS offered justifications for
imposing those regulations. First, the Postal
Service must take special care when deliver-
ing mail to a third party, the CMRA, that
then passes the mail along to the ultimate
recipient, the box holder. Second, the USPS
is trying to prevent mail fraud—that is, the
use by box holders of their private boxes for
nefarious activities (such as bilking cus-
tomers for purchases of misrepresented or
nonexistent products and services}. Third,
the Postal Service claimed that “current use
of APT [apartment|, STE [suite] and other
address designations by CMRA customers is
misleading and does not identify the true
location of the mailpiece delivery.”

The USPS also claimed that the new reg-
ulations would bring the CMRAs in line with
the regulations that govern U.S. Postal
Service boxes. On October 8, 1998, in its
Bulletin 21982, the USPS presented revised
requirements for P.O. box holders. For exam-
ple, new and renewal applicants for P.O.
boxes will have to provide two forms of iden-
tification. Furthermore, mail going to P.O
boxes will be delivered only to individuals
who are registered to receive mail at specific
box numbers and for whom the Postal
Service has a home address on file. Thus, ifa
particular box is registered only in the name
of a husband, mail going to that box
addressed to his wife might not be delivered
by the Postal Service.



The New Regulations

The new regulations, printed in the March
25 Federal Register, informed CMRA operators
that by June 24. 1999, they must instruct all
their box renters to fill out, sign, and have
notarized a new Form 1583. The box renters
ther must submit the form with “two items
of valid identification; one item must contain
a photograph of the addressee.” The identifi-
carion must show “the applicant’s signature
and a serial number or similar information
that is traceable to the bearer.”

Corporate and business box renters must
cisclose not only the address and date of for-
martion of the enterprise but also the names
and home addresses of the enterprise’s offi-
cers. These box holders must also indicate
whether the box address will be used for
doing business with the “public.” The Postal
Service offers no definition of “public.” Tor
example, if the box renter is doing business
only with other businesses, does that consti-
tute doing business with the “public"?

In the past, most CMRAs were required to
hold the box renter’s Form 1583 in the event
that postal inspectors might need it for a
criminal investigaiion. The new rules require
duplicate forms, which include private infor-
mation about the renter, to be sent to the
Postal Service. That will allow the USPS to
maintair: a nationwide databasc of all CMRA
box-renting customers, along with identify-
ing numbers, home addresses, and home
phone numbers of those using boxes for
business.

The new regulations also give the CMRA
operators the aurhority to collect and main-
tain photocopies of the identification forms
provided by the box renter, an authority not
granted o the Postal Service itself under its
own privacy rules for P.O. box renters.

The March 25 rules require CMRA box
renters to contact every person or entity that
has sent them mail in the past and that
might send them mail in the future and
advise them that the acronym “PMB” (Private
Mail Box) must precede the renter's box
aumber on a separate line in the address on
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all future matl. Thus, an address would have
to appear as

John Doe Enterprises

PMB 401

123 Main St.

Everytown, Home state ZIP code

According to the regulations, after a prob-
able October 24, 1999, deadline, all mai}
addressed Lo a box renter that does not have
the required PMB in the correct place will not
be delivered and will be returned to the
sender. (The new postal regulations arc
ambiguous, suggesting several possible dates
an which the regulations will take effect.)

Opposition to Regulations

The U.S. Postal Service cannot argue that
the new regulations were drafted in response
to the demands of CMRAs or their cus-
tomers. The USPS opened its initial manda-
tory 30-day comment period on August 26,
1997, and opened an additional 30-day peri-
od on November 24, 1887

Interestingly, the timing of that final com-
ment period coincided with the dramatically
disproportionate seasonal demand for the
services of the affected CMRA operators.
Many of those operators generate up to one-
third of their annual revenues during the
one-month period preceding Christmas.
During this time, the resources of those oper-
ators are overwhelmed in meeting the needs
of their customers.

Despite such extremely poor timing, the
Postal Service reported in its March 25 Federal
Register posting that 727 CMRA operators
and 7,365 of their customers found time to
lodge their opposition to the regulatory revi-
sions.* Four CMRA franchisers and trade asso-
clations, as well as a member of Congress,
lodged additional opposition. Conversely, a
total of 10 comments was received in support
of those revisions. Proponents of the revisions
included large companies, financial institu-
tions, trade associations of mailers (direct

The new regula-
tions will foist
enormous costs on
some 1.5 million to
2.5 million private
commercial mail-
box holders, which
include many of the
country’s smallest
businesses.
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marketing groups), consumers, and law en-
forcement officials.

Thus, 8,097 of the total 8,107 comments
received by the Postal Service opposed the
regulatory revisions. At a ratio of more than
800 to 1, one wonders exactly what kind of
groundswell of public opinion it would take
to deter the USPS from enacting whatever
regulations it chooses

The largest CMRA franchiser, Mail Boxes
Etc., is in a delicate position with respect to
the new regulations. It has expressed con-
cerns about the new information-gathering
requirements. However, it is also in partner-
ship with the Postal Service, Specifically, tne
USPS allowed Mail Boxes Etc. to offer its ser-
vices in a number of USPS locations nation-
ally where the quality of Postal Service had
been low. Mail Boxes Etc. has done an excel-
lent job of improving service. That enterprise
now has an incentive not to be too critical of
the Postal Service lest that criticism destroy
the possibility of a future expansion of the
current arrangement.

Questionable Excuses

The Pastal Service's arguments in favor of
the new regulations are suspect. A first argu-
ment is that the USPS offers neither evidence
that mail fraud using private boxes has
increased nor insight into the possible mag-
nitude of the problem. Thasc issues are espe-
cially important in light of the Government
Performance and Results Act of 1993, which
requires that government agencies define
explicitly what their goals are, what strategies
they use to reach those goals, and what evi-
dernce they have that their approach is work-
ing. The Postal Service and most government
agencies will have to submit their first full
reports for fiscal year 2000 to Congress for
cevaluation. The spirit, if not the letter, of this
law requires agencies to justify in some detail
why they are taking certain actions.

Although mail fraud is indeed a problem,
any USPS actions o prevent it must be
weighed against the monetary costs and the

costs to freedom. A November 1998 inspec-
tor general's report found that between
October 1997 and September 1998 there
were 9,642 convictions for mail-refated
crimes.’ Of those convictions, the largest
number, 3,874, or 40.2 percent, was for mail
theft by non-Postal Service employees of a
business—for example, theft from home
mailboxes. The next-largest number, 1,672,
or 17.3 percent, was for sending illegal sub-
stances, mainly drugs, through the mail.
Some 1,533 cases, ar 15.9 percent, involved
mail fraud. The inspector general did not
report how many of those cases involved the
use of private CMRA boxes as opposed o
home and office baxes or P.O. boxes. It would
be useful for the Postal Service to specify how
many of those fraud cases involved private
boxes. The costs of new regulations could
then be weighed against any expected bene-
fits.

A second argument used by the Postal
Service to justify its new regulations is that
tney bring the CMRAs in line with the regu-
lations governing P.O. boxes. However, the
October 1998 registration requirements are
only for “new and renewed” P.O. box holders.
It seeras the Postal Service is grandfathering
all current P.O. box haolders, who have not
been required to turn over additional person-
al information. Moreover, local postmasters
have been using up the old registration forms
before giving evern new applicants the
changed forms that request additional infor-
mation. There could also be a problem of
selective enforcement, with different post
offices handling new applicants in dissimilar
manners.

In addition, although stricter than before,
the new regulations governing P.O. box
applicants are still not as onerous as the new
regulations governing private box holders
Thus, it is private box holders who are subject
to stricter information requirements, not
holders of government P.O. boxes. That prac-
tice appears to fly in the face of Title 33 of the
U.S. Code, which states that the USPS shall
not ‘make any undue or unreasonable dis-
crimination among users of the mails, nor



shall it grant any undue or unreasonable
preferences to any such user.”

These facts suggest that the Postal Service
might have an ulterior motive for the new
regulations. Because the USPS has lost box
nolders to the private sector and has regula-
tory powers over that sector, it would be sad
but nardly surprising to conclude that the
USPS is using those powers to strangle the
competition.

Evidence of another motive comes from
the Postal Service's interest in providing
Ir.ternet services. In May 1998 the USPS pro-
posed to have the exclusive right to assign
the underused Internet domain extension
.us, which at that time was managed by the
Tnterner Assigning Numbers Authority. And
in a May t7, 1999, speecn in Austin, Texas,
Postmaster General William Henderson
asked,

What if every physical address in the
United States had an Internet ad-
dress? We would own the physical
acddress, and we would maintain it

That would mean that all that
information that you our customers
have developed around a physical
address could now migrate through
Internct and be a part of commerce.

. If you had an Internet address
attached to a physical address you
could reach someone by way of the
Internet.®

Ultimately, the Postal Service wants to
map postal addresses onto cyberspace
acdresses to have an Internet address for
every physical address. Matching those
addresses to private mailboxes may be part
of an attemprt to create a national database
to keep track of every citizen.

This suggests that the Postal Service is
making a fundamental change in its ap-
proach to delivering the mail. The USPS has
been carrying mail to specific places ar
addresses. Although mail is usually meant
for a particular individual, getting that mail
to an address has been the Postal Service’s
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priority. The new CMRA regulations and the
proposal to match Internet with physical
addresses suggest a new goal of the Postal
Service—mail delivery 1o a person, not an
address.

The type of problems such a change will
entall is evident in a recent case concerning a
P.C. box renter. A homeless man, Frank
Gomon, in Tarzana, California, had rented a
P.O. box, but to keep it the Postal Service
required him to register his home address
Gomon listed the address of a homeless shel-
ter, but the USPS refused to accept the shelter
as a valid address. Gomon filed a complaint
however, on April 8, 1999, an administrative
law judge ruled in the Postal Service's favor.”
Comon might still have the option of having
his mail sent to "general delivery” at a post
office, but that would tip off anyone mailing
to him that he probably is homeless. The case
also suggests that under the new CMRA regu-
lations, no homeless individual would be able
to rent a private mailbox as a means of estab-
lishing an address and perhaps a better life
There would be no way for the homeless 1o
meet the identification requirements, and
CMRAs do not have a "general delivery”
option.

The Postal Service's interest in mapping
Internet and physical addresses appears to
be a step toward its goal of leveraging its way
into a more competitive position with pri-
vate companies, In nis May 17, 1999, speech
Henderson stated that the Postal Service
wants to be the "residential deliverer of
choice for purchases made on the Internet.”
He also stated that “we do see bill payments
in the future being made electronically
We think the Postal Service has a role in
E-payments.” The USPS places itself in a
stronger competitive position by using its
regulatory and monopoly powers to enhance
its database.’

Federal law bars the Postal Service from
selling its database to mass mailers and the
like. Hawever, the USPS gets around that
restriction in part by licensing its change-of-
address database to certain companies that
then profit by updating mailing lists for pri-

Under the new
regulations, no
homeless individ-
ual would be able
to rent a private
mailbox as a
means of estab-
lishing an
address and per-
haps a better life.
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vate companies. Adding e-mail and private
boxes to the database certainly would make
it a more valuable commodity.

Violating the Right to
Privacy

The Fourth Amendment to the US.
Constitution stares:

The right of the people to be secure
in their persons, houses, papers, and
effects, against unreasonable scarch-
es ang seizures, shall not be violated.

The new CMRA regulations seem to play
fast and loose with the privacy and protec-
tion rules that govern the Postal Service. Title
39 of the Code of Federal Regulations lays out
USPS privacy rules. Section 266.4, concern-
ing the “collection and disclosure of personal
information,” states that the Postal Service
will

{1) collect, solicit and maintain only
such information about an individ-
ual as is relevant and necessary to
accomplish a purpose required by
statute or Executive Order.?

The Postal Service's "Privacy Act State-
ment,” which accompanies the new Form
1583, says only, "Collection of this informa-
sion is authorized by 39 US. Code 403 and
404." Subsection 403 of that title of the U.S.
Code grants, among other things, the Postal
Service authority “to maintain an efficient sys-
tem of collectior, sorting, and delivery of the
mail nationwide.” However, the Postal Service
has not made clear why collecting more per-
sonal information is necessary to ensure mail
delivery to CMRAs. Furthermore, the USPS
has not shown that refusing to deliver to a
known address because PMB and the box
number are not included on a separate line
helps “delivery of the mail.”

Subsection 404 of Ticle 39 of the U.S. Code
grants the Postal Service authority "to inves-

tigate postal offenses and civil matters relat-
ing to the Postal Service." It is by this man-
date that the USPS seems to justify the new
regulations to counteract mail fraud. But
those regulations must conform to other
provisions governing the Postal Service. The
USPS is also required by the privacy rules in
Title 39 of the Code of Federal Regulations to

(ii) collect information, to the great-
est extent practicable, directly from
the subject individual when such
information may resulr in adverse
determinations about an individual's
rights, benefits or privileges.”

The Postal Service itself is not collecting
that information but instead is forcing
CMRA operatars to carry out the task. The
gathering and dissemination of personal
information in conjunction with forced use
of PMB on all mail most certainly adversely
affects a majority of CMRA box renters

Most CMRA box renters will comply with
the new identification requirements by sup-
plying their driver's license and either their
passport or Social Security number. The
Postal Service was, however, very careful in
wording the regulation to avoid any specific
refercrice to a renter’s Social Security num-
ber. Title 39 of the Code of Federal Regulations
states the privacy rules this way

{4) Tne Postal Service will not require
individuals to furnish their Social
Security account number or deny a
right, privilege or benefit because of
an individual’s refusal to furnish the
number unless it must be provided
by Federal law '

Although the USPS avoids any reference
to an individual's Social Security number in
the new regulations, it does not discourage
CMRA operators from accepting a Social
Security number as one of the two required
forms of “traceable” identification. Further-
more, in states that record and ‘computer
match” driver’s license numbers with Social



Security numbers, any use of a driver's license
by a box renter would mean revealing that
individual’s Social Security number.

The privacy rules state that

(b)(1) The Postal Service will not dis-
seminate informatjon about an indi-
vidual ... unless:

(i) Tne individual to whom the
record pertains has requested in writ-
ing that the information be dissemi-
nated, or

(ii) It has obtained the prior written
consent of the individual t0 whom
the record pertains.”?

As noted earlier, private box holders are
asked on Form 1583 if they plan to use the
boxes for doing business with the “public.”
The Postal Service has informed CMRA oper-
ators that "information required to complete
this form may be available to the public if
Yes” in block 5, Form 1583 is checked.
Although there is some ambiguity about
which organization, the CMRA or the Postal
Service, will furnish such information to the
public, it is clear that personal information
about box holders will be publicly available.

Such a practice violates the Postal Ser-
vice's own privacy regulations. On June S.
1999, in the Federal Register, the USPS posted
its intention to change Title 39, US. Code,
Part 263, the prohibition “against disclosure
of information in PS Form 1583.” The Federal
Register entry reads:

Under the rule change, the recorded
business name, address, and tele-
phone number of the addressee
using a ... CMRA private mail box

. for purposes of soliciting busi-
ness with the public will be fur-
nished to any person upon request
without charge.”

The Postal Service seems to acknowledge
that it has no authority to release such pri-
vate information. Thus, the proposed rule
change raises a question of the legality of the
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statement on the new Form 1583 informing
CMRA box holders that information may be
made available to the public.

That situation became even more confus-
ing on June 25, 1998, when, in response ta
public pressure and a letter of concern from
several members of Congress, Postal Service
authorities announced that “a notice for
public comment will be published in the
Federal Register regarding the proposed
update policy which will prohibit release,
except for law enforcement purposes, of
address information."** So now there could
be two USPS postings in the Federal Register
for public comment, one to allow release of
information and one to restrict release. That
confusion suggests just what a poor job the
Postal Service will do in its implementation
of those regulations and argues for their
repeal.

The release of personal information is one
of the most serious problems with the new
private box regulations. Business box holders
could find their personal information
acquired by “identity thieves.” criminals who
use such data to obtain credit card numbers
and other personal facts that would allow
them to charge bills to others or steal from
bank accounts. In such cases, what are the lia-
bility exposures of the Postal Service and the
CMRA operator? The new regulations do not
address those problems.

In some instances, access to confidential
information could be tragic. For example,
women who use private boxes for business
purpases might find stalkers or other danger-
ous people acquiring home addresses courtesy
of the new regulations. On June 15,1999, The
National Coalition Against Domestic Vio-
lence, a group that helps women who face
such threats, issued an "Action Alert” on those
postal regulations. It stated that “the impact
for domestic violence victims is potentially
fatal." The alert added that "these unnecessary
regulations make it more difficuit for a bat-
tered woman to effectively use a commercial
postal box to keep her location confidential.”

The new CMRA regulations also state that
"a parent or guardian may receive delivery of

The National
Coalition Against
Domestic
Violence stated
that “these
unnecessary regu-
lations make it
more difficult for
a battered
woman to effec-
tively use a com-
mercial postal
box to keep her
location confi-
dential.”
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a minor’s mail by listing the name(s) and
age(s) . .. of the minor(s).”"* Thus, if a parent
were to use a box for business purposes, a
stalker would be able to obtain information
about potential victims.

The prospective privacy problems of new
CMRA rules must also be seen in light of the
Postal Service's plans to map Internet
addresses with physical addresses and, pre-
sumably, private and P.O. box addresses.
Internet privacy is a major concern of mil-
lions of Americans, as well as members of
Congress and various federal regulatory
agencies. Individuals who are online often
want to remain anonymous. They want to
shield themselves and their children from
those who might seek them out in their
homes. There are now online enterprises that
specialize in allowing individuals to surf the
Net without revealing personal information.

Recently Congress learned just how seri-
ously Americans take their privacy rights. The
Federal Deposit Insurance Corporation pro-
posed rules that would have required bank
tellers to ask customers why they were making
unusually large deposits or withdrawals and
where the money came from. The banks
would have been required to report “suspi-
cious” activities to regulators. The stated pur-
pose of this "Know Your Customer” regula-
tion was o thwart money laundering and
other criminal activitics. But the overwhelm-
ing outpouring of opposition from the public
and threats of action by Congress forced regu-
lators to withdraw the rule. The Postal
Service's comparable new regulations to
allegedly thwart criminal activities are being
called "Son of Know Your Customer” on
Capitol Hill and prompting a similar reaction.
Perhaps that is why Postal Service officials on
June 25 indicated a willingness to change the
rules.

Expanding Powers

Many of the country's small businesses
rent private CMRA boxes because they cannot
afford to rent asuite in an office building or an

executive suite. The latter usually provides ten-
ants with an operator to take relephone cails, a
location for delivery of mail and packages, and
perhaps a small office with access to office
equipment. Where mail delivery is concerned,
the only difference between an executive suite
and a private mailbox is the size of the rented
space and the cost of the rent. Although there
are no good figures on how many individuals
rent such services, the Executive Suite
Association, which makes no claim to repre-
sent all similar enterprises, has approximately
1,000 members with about 50 tenants each, or
a total of 50,000 tenants.

Until now, such offices have not been sub-
jected to the same regulations as CMRAs. But
that is about ta change. In an April 28, 1999,
memo to USPS vice presidents and operations
district managers, Patricia M. Gilbert, the
USPS vice president for retail, rotes the exis-
tence of

anumber of non-traditional busiress-
es that accept delivery of mail from
the Postal Service for others, hold it
for pickup, or remail it to another
address. . . . Examples of these busi-
nesses are 1) Corporate Executive
Centers that also offer their cus-
tomers a small suite, office or other
workspace, as well as shared office ser-
vices such as mail receipt and remail-
ing, message centers, FAX and com-
puter systems, conference rooms, and
secretarial services; 2) Storage busi-
nesses that offer their customer's [sic]
storage space and private mailbox ser-
vices; and 3) Businesses that offer mail
forwarding and message services to
clients that live and travel in recre-
ational vehicles.”®

According to that memo, the Postal Service
intends to subject those enterprises, which in
the past were not treated like CMRAs, to the
new private mailbox regulations. That is a sig-
nificant expansion of USPS power.

Furthermore, few if any of those business-
es have been contacted by the Postal Service,



and thus, most of their tenants have not been
asked to submit to the new regulations. At
some point those tenants might find that
their mail is not being delivered because of
their failure to comply with regulations of
which they were unaware. In addition,
because the USPS dectded only in late April
1999 that executive suites and similar com-
panies would be subject to those regulations,
the businesses and their tenants did not have
an opporiunity to register their opinions
during the 1997 comment period. The move
to include executive suites and similar orga-
nizations under the new regulations also cuts
off a sanctuary of privacy previously offered
to small businesses by those organizations.

Undelivered Mail

The riew regulations seem to violate a fun-
damental operating principle of the Postal
Service—namely, that the USPS make every
reasonable actempt to deliver the mail. Under
the new rules the Postal Service wili make no
cffort o deliver mail to a CMRA box holder.
The friendly carriers who for years have been
delivering to individuals in care of their
CMRAs, who know exactly where those boxes
are, after October 24, 1999, will be required to
withhold mail without the PMB address on a
separate line. (In the June 25 press release,
USPS officials suggested that they might
move that date back to April 26, 2000, but this
simply delays the problem instead of eliminat-
ing it.) The situation also raises the question of
whetner the new regulations violate interna-
tional treaties that require the Postal Service to
attempt to deliver international mail

Refusal to deliver mail without the PMB
adcress is contrary to past USPS practice.
When ZIP codes were introduced, the Postal
Service did not have the authority to refuse
delivery of mail without those codes after a
certain day. Zven today, although it may take
longer, the USPS will deliver mail without a
Z1P code.

The new regulations also make it impossi-
ble for box holders to know wha has informa-

145

tion about them filed under the pre-PMB
address. Many businesses have in circulation
promaotional literature, books, and CD/ROMs
with the pre-PMB addresses that cannot be
changed. And many CMRA renters will simply
not think to send notices to individuals or
establishments that send mail to them infre-
quently or irregularly. Most individuals, for
example, might not think to send their auto-
mobile manufacturer a change-of-address
form, or know where to send it. Under the new
rules, the Postal Service would refuse to deliv-
er a recall notice without the PMB address,
thus possibly subjecting the car owner to seri-
ous danger. Others that might not receive
change-of-address notices could include cus-
tomers that have not done business with an
enterprise for some time, alumni associations,
and hospitals.

Morcover, the new address regulations
assume that individuals who mail 1o CMRA
boxes will be as meticulous in observing the
new strict rules as is the Postal Service. Many
people might continue to put a box number
on the same line as the street address—for
example, "123 Main St, PMB 4." Tt will be dif-
ficult for many individuals, who assume that
mail carriers have the common sense to fig-
ure out small variations in address format-
ting, to learn that obedience to burdensome
regulations, not delivery of the mail, is the
Postal Service's priority.

The forwarding of CMRA mail creates
another problem. People can have mail for-
warded 10 a new address for six months.
Usually the CMRA will collect a week's or two
weeks' worth of mail and send it via the
Postal Service to a new CMRA or a regular
mailbox of the box renter's choice. That for-
mer box renter must pay the CMRA for the
postage.

Under the new CMRA regulations, the
Postal Service will not deliver mail addressed
to any individual in care of a CMRA without
anew Form 1583 and the two forms of iden-
tification that must be shown in person at
the CMRA. That includes former box renters
who were having their mail forwarded before
the new regulations took effect and who still

Without the PMB
address, the
Postal Service
would refuse to
deliver an auto
recall notice, thus
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ing the car owner
to serious danger,
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have some time during which their mail is
supposed to be forwarded. Thus, a {ormer
box renter who has moved from Miami to
Seattle would have to fly back to Miami to fill
out the new form and show proper identifi-
cation.

The new PMB rule promises to create seri-
ous disruptions of mail service. The new reg-
ulations, of course, do not address any liabil-
ity exposure of the Postal Service if returned
mail results in economic loss for the CMRA
box holder, For example, a CMRA box holder
might incur monetary loss if an automobile
title or license renewal, mortgage escrow
statement, or IRS notice are returned to
sender as undeliverable,

The Direct Costs of
Regulations

The new regulations on private mailboxes
will place an extreme cost burden on the
individuals and enterprises that rent them
(Table 1). There are between 1.5 million and
2.5 million private box holders. The costs of
mailing each change-of-address notice,
including stamp, envelope, and postage, will
be about 48 cents. Those box holders will
likely have to contact at least 40 individuals
or entities {a very conservalive estimate) that
mail regularly to their boxes. That means the
hard costs of notification will be between
$56.5 million and $94.2 million.

In addition, labor costs of preparing and
sending out notices and looking up address-
es must be taken into account. At an average
of 17 minutes to prepare a change-of-
address notice, times 40 notices, at a labor
cost of $16.84 per hour (based on an annual
salary of $35.000), each box holder will incur
$190.80 in labor costs. That means the total
for all box holders for those expenses will be
between $286.3 million and $477.1 million.
Second notices required for 10 percent of
addressees bring those figures to between
$377 million and $628.4 million.

Furthermore, each small-business box
holder will need to order new business cards

and stationery with the new address. That
will add another $307 of expenses per box
nolder for another sum of between $460.5
million and $767.5 million. Thus, the total
direct costs of the new regulations for pri-
vate box holders wauid be between $837.5
million and $1.39 billion

However, all private box holders are not
businesses. No doubt individuals who do not
use their boxes for business will also incur
costs for change-of-address notices and the
like. Yet, if the costs for the individuals who
do not use their boxes for business are
excluded to make the calculations conserva-
tive {and it is assumed that about 70 percent
of box holders are enirepreneurs), the total
direct costs for such box holders will still be
between $586.3 million and $977 2 million.
In addition, the total of those costs to indi-
vidual box holders will be $538 each.

The CMRAs will also incur processing costs,
as well as the costs of lost business. Those
expenses can be estimated at between $53.6
million and §89.3 million. Thus, the toal
direct costs of the new regulations could reach
between $639.9 million and $1.07 billion

There will likely be other direct costs that
are hard to measure. For example, the costs to
recipients of entering approximately 100 mil-
tion changes of address in files and databases.
That will waste hundreds of millions of dollars.

Indirect costs will be incurred as well.
Private delivery companies such as Federal
Express and United Parcel Service save money
by being able to deliver to a lot of box holders
at CMRA locations instead of having to go to
individual homes or physical business address-
es. If CMRAs lose significant numbers of box
holders, the private carriers will encounter
higher costs that, eventually, would be passed
along to customers.

Reining In the Postal
Service
The US. Postal Service is exempt from

most of the checks imposed on other govern-
ment agencies, which explains why it can



147

Table 1
Costs of New Postal Service CMRA Regulations
Description Qty. Hourly Each Minimum Probable
Assumptions
Estimated number of CMRAs 10,600
Estimated number of box renters 1,500,000 2,500,000
Address-change notifications required per box renter
Customers 10
Prospects 10
Vendors 10
Official or support contacts (IRS, state,
accountant, bank, lawyer, ¢tc.) 10
Total number of notifications required 40 60,000,000 100,000,000

Initial direct costs to hox renters
Hard costs for address-change notifications

Letterhead 5031 18,720,000 31,200,000
Envelope $0.28 16,800,000 28,000,000
Inktoner $0.02 1,200,000 2,000,000
Postage 5033 19,800,000 33,000,000
Subtotal for hard costs $0.94 56,520,000 94,200,000
Labor costs for address-change notifications
Find name, address, acct. #, ct. 5 $16.84 $1.40 84,200,000 140,333,333
Write/print notification 4 $16.84 $1.12 67,360,000 112,266,667
Address envelope 2 $16.84 $0.56 33,680,000 56,133,333
Insert notice and apply postage 1 $16.84 $0.28 16,840,000 28,066,667
Mail 1 $16.84 50.28 16,840,000 28,066,667
Track if notice resulted in proper change 4 516,84 $112 67,360,000 112,266,667
Subtotal for labor costs 17 $4.77 286,280,000 477,133,333
Percentage requiring sccond notification 10% $5.71 34,280,000 57,133,333
Subtotal for combined notification costs $6.28 377,080,000 628,466,667
Costs for new office supplies
Business cards per person 500 $28.00 42,000,000 70,000,000
Stationery 250 $78.00 117,000,000 195,000,000
Envelopes 250 $70.00 105,000,000 175,000,000
Invoices 250 §70.00 105,000,000 175,000,000
Bank checks 250 $45.00 67,500,000 112,500,000
Rubber stamp 1 $16.00 24,000,000 40,000,000
Subtotal for new office supplies $307.00 460,500,000 767,500,000
Subtotal for combined costs to hox renters $558.39 837,580,000 1,395,966,667
Deduct for boxes not used for business 30% -251,274,000 -418.790,000

Total initia} direct costs to box renters 586,306,000 977,176,667

Initial direct costs to CMRAs
Photocopy forms (pages) 5 $0.03 225,000 375,000
Distribute forms to each box (minutes) i $10.00 $0.17 250,000 416,667
Explain tojargue with customers (minutes) 5 $16.84 $1.40 2,105,000 3,508,333
Follow up, collect, and file forms (minutes) 10 $16.84 $2.81 4,210,000 7,016,667
Prepare reports and transmit forms (minutes) s $16.84 $1.40 2,105,000 3,508,333
Annualized loss of box-rental revenue 15% $180.00 40,500,000 67,500,000
Annualized additional reporting burden (minutes) 10 $16.84 52.81 __4,210,000 7.016,667

Total initial direct costs to CMRAs 53,605,000 89,341,667
Average cost per CMRA 5,057 8,428

Total initial direct costs to CMRAs and their customers 639,911,000 1,066,518,333

Sources: The number of CMRAs (10,600) and the figure of approximately 1.5 million renters are from Rodney Ho, “Post-Office’s Rule
Incenses Renters of Private Boxes,” Wall Street Journal, May 4, 1999. The 2.5 million figure for the number of box holders is based
on the requirement of Mail Boxes Etc., the largest franchiser, that new franchises have a minimum of 250 boxes. multiplied by the
10,600 tatal for CMRAs, which rounds off to about 2.5 million. The amounts of time needed by CMRA box holders to process address
changes are the author’s estimates. The labor costs are based on an annual salary of $35,000. The costs of new stationery, business
cards, and the like are based on the lowest costs and minimum quantities from Kinko’s price list. For the CMRAs, it is assumed that
labor costs will be $10 per hour for distribution of forms, done by a CMRA employee. Other CMRA labor costs will involve the CMRA
manager’s time, which is assumed to be $16.84 per hour; the same cost is assumed for a small-business owner’s time. These are only
direct costs to CMRAs and their box holders.
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engage in such questionable policies. For
example, the USPS is not subject to Title 5,
chapter 7 of the U.S. Code, which grants citi-
zens an appeal process for actions that are
“arbitrary and capricious.”

In addition, the Postal Service does not
nave to observe the Paperwork Reduction Act,
which was cnacted in 1995 as a means to cut
unnecessary government red tape. Under that
act the new USPS private mailbox regulations
would have been subject to review by the
Office of Management and Budget.

There are means by which the new regula-
tions might be blocked. For instance, in 1986
Congress passed the Congressional Review
Act, which created an expedited procedure for
members to use to block questionable rules. If
a member objects 1o a new rule, he or she can
have it sent straight to the appropriate com-
mittee for consideration without amend-
ments. That process also allows for a 60-day
moratorium on implementing the rule.

HJR. 55, the Mailbox Privacy Protection
Act, introduced in the House of Represen-
tatives by Rep. Ron Paul {R-Tex.) is much more
direct. It states simply that

Congress disapproves the rule sub-
mitied by the United States Postal
Service relating to delivery of mail to a
commercial mail receiving agency {as
publishec in the Federal Register on
March 25, 1999), and such rule shall
have no force or effect.

Paulnoted, "It is ironic that this regulation
comes at a time when the Post Office is getting
into an ever increasing number of enterprises
not directly related to mail delivery. So, while
the Postal Service uses its monopoly on first-
class mail to compete with the private sector, it
waorks to make life more difficult for its com-
petitors in the field of mail delivery.”*" Repres-
entative Paul is considering having that pro-
posal introduced under the Congressional
Review Act

HR. 22, the Postal Modernization Act of
1999, introduced by Rep. John McHugh
(R-N.Y), would make the Postal Service sub-
ject to most of the regulations that other pri-

vate companies already observe. That pro-
posed legislation would allow citizens who
believe postal regulations are unfair to take
complaints to a reconstituted Postal Rate
Commission, which could issue binding rul-
ings. In the case of private mailboxes, the com-
mission might rule that the Postal Service
must subject its own P.O. boxes to the same
regulations as private companies or that the
regulations are not valid and should not take
effect.

Conclusion

The new regulations on CMRAs and pri-
vate box holders constitute an unwarranted
invasion of privacy and an expansion of the
Postal Service's powers. The result will be a
financial burden to box holders, especially
small businesses, and at least $1 billion in
direct costs. Worse, if the USPS refuses to
deliver mail without the PMB address, tnere
will be serious disruption of delivery. Further-
more, the Postal Service will set the precedent
of refusing to deliver mail unless specific con-
ditions are met. {That is ironic, since the Postal
Service has traditionally been proud of its
commitment to guaranteed universal service.}

The U.S. Postal Service, which has a legal
monopaly on the delivery of first- and third-
class mail, and which is exempt from federal,
state, and local sales taxes and most govern-
ment regulations, has come under fire in
recent years for competing unfairly with the
private sector by offering goods and services
outside its core functions and for using is reg-
ulatory authority against competitars. The
new restrictions on privacy contained in the
Postal Service's regulations of CMRAs and pri-
vate box holders demonstrate why an effective
communications and delivery system i this
country, as well as protection of privacy, can
come only from the private sector.
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Unitea States Postal Service
Application for Delivery of Mail Through Agent
See Privacy Act Statement on Reverse

n consideration of delivery of my or our (firm) mail to the agent named beiow, the addressee and agent agree: (1) the addressee or the
\gent must not file a change of address order with the Postal Service upon termination of the agency relationship; {2) the transfer of my
»r our (firm) mail to another address is the responsibility of the agent; (3) all mail delivered to the agency under this authorization must
»e prepaid with new postage when redepasited in the mails; (4) upon request the agent must provide to the Postal Service all addresses
o which the agency transfers mail; and (5) when any information required on this form changes or becomes obsolete, the addressee(s)

1. Date

nust file a revised application with the Commercial Mail Receiving Agency (CMRA).

IOTE: The applicant must execute this form in duplicate in the presence of the agent, his or her authorized employee, or a notary

Jublic. The agent provides the original completed signed Form 1583 to the Postal Service and retains a duplicate completed signed

‘opy at the CMRA business location. The CMRA copy of Form 1583 must at all times be available for examination by the postmaster (or
lesignee) and the Postal Inspection Service. The addressee and the agent agree to comply with all applicable postal rules and
egulations relative to delivery of mail through an agent. Failure to comply will subject the agency to withholding of mail from delivery

intil corrective action is taken.

“his application may be subject to verification procedures by the Postal Service to confirm that the applicant resides or canducts
»usiness at the home or business address listed in boxes 8 or 11, and that the identification listed in box 9 is valid.

2. Name in Which Applicant's Mail Will Be Received for Delivery to Agent,
(Compilete a separate Form 1583 for EACH applicant. Spouses may
complete and sign one Form 1583. Two items of valid identification apply to
each spouse. Include dissimilar information for either spouse in appropriate
box.)

3. Address to Be Used for Delivery including ZIP + 4

1. Applicant Autharizes Delivery to and in Care of
(Name, adaress, and ZIP Code of agent)

5. Will This Delivery Address Be Used for Soliciting or Doing Business With the
Public? (Check one}

O Yes O No

7. Name of Applicant

3. This Authorization |s Extended to Include Restricted Deiivery Mail for the
Undersigned(s)

8. Home Address (Number, street, oity, state, and ZIP Code)

3. Two Types of Identification are Required. One Must Contain a Photograph of
the Addressee(s). Agent Must Write in Identifying Information. Subject 1o
Verification.

a

b.

Acceptable identification includes: driver's license; armed forces, govemment,
or recognized corporate identification card; passport or alien registration card
or other credential showing the applicant's signature and a serial number or
similar information that is traceable to the bearer. A photocopy of your
identificalion may be retained by agent for verification.

Telephone Number { )

10. Name of Firm or Corparation

11. Business Address (Number, street, city, state and ZIP Code)

Telephone Number ( )

12. Kind of Business

13. If Applicant Is a Firm, Name Each Member Whose Mail |s to Be Deiivered. (A names listed must have verfiable
identification. A guardian must ist the names and ages of minors receiving mail at their delivery address.)

14.1f a CORPORATION, Give Names and Addresses of Its Officers

15. If Business Name of The Address (Corporation or Trade Name} Has Been
Registered, Give Name of County and State, and Date of Registration.

Narning: The furnishing of false or misleading information on this form or omission of material information may result in criminai sanctions (including fines and
mprisonment) and/or civil sanctions (including multiple damages and civil penalties). (78 U.s.C 1001)

16. Signature of Agent/Notary Public

17. Signature of Applicant (/f firm or corporation, application must be signed by
officer. Show title.}

PS Form 1583, March 1998

This form on Internet at www.usps.com
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Privacy Act Statement

TCollection of this information is authorized by 33 USC 403 and 404.
This information will be used to autherize the delivery of the
intended addressee's mail to another. The Postal Service may
disclose this information to an appropriate government agency,
domestic or foreign, for law enforcement purposes; where
pertinent, in a legal proceeding to which the Postal Service is a
party or has an interest; to a government agency in order to obtain
information rejevant to a USPS decision concerning employment,
security clearances, contracts, licenses, grants, or other benefits; to
a congressiona! office at your request; to an expert, consultant, or
other person under contract to the USPS to fulfill an agency
function; to the Federal Records Center for storage; to the Office of
Management and Budget for review of private relief legislation; to
an independent certified public accountant during an official audit of
USPS finances; to a labor crganization as required by the National
Labor Relations Act; for the purpose of identifying an address as an
address of an agent to whom mail is delivered on the behalf of
other persons; and to anyone when the delivery address is being
used for the purpose of doing or soliciting business with the pubiic.
Completion of this form is voluntary; however, without the
information, the mail will be withheld from delivery to the agent and
delivered to the addressee, or, if the address of the addressee is
that of the agent, returned to the sender.

PS Form 1583, March 1999 (Reverse)
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Regulating Mail Private Boxes
Dr. Edward L. Hudgins
Director of Regulatory Studies
The Cato Institute
House Small Business Subcommittee
October 19, 1999

Thank you for the opportunity to testify today on the problems of the U.S. Postal
Service's new regulations on commercial mail-receiving agencies (CMRAs) that offer private

mailboxes for rent.

The sloppy, capricious and arbitrary manner in which the Postal Service has made and
implemented those regulations have harmed small businesses and customers of those businesses
alike. But the Postal Service not only is exempt from all taxes and most regulations to which its
private competitors are subject, it is exempt from most federal regulations to which other federal
agencies are subject. For example, it is not subject to Title 5, Chapter 7 of the U.S. Code which
grant citizens an appeals process for actions that are "arbitrary and capricious." The new
regulations on CMRAs illustrate why the Postal Service, a government monopoly with
regulatory powers that it can use against its competitors, at minimum, should be made subject to
the Paperwork Reduction Act, Regulatory Flexibility Act, the Results Act, and other federal
statutes meant to protect citizens against abuses by government agencies, and why the new

regulations on private mail boxes should be repealed immediately.

When the government uses its power to restrict the freedom of citizens or to impose upon
them financial burdens, it must make the case why this is absolutely necessary for the protection
of the lives, liberties and property of the citizens. The burden of proof is on the peoples' servant,
the government. The Postal Service has failed in its responsibility to make the case for the new

regulations on private mail boxes. Let us review the Postal Services actions.
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Ignoring the Public Will

The Postal Service has ignored the will of the people concerning the new regulations. It
opened its initial mandatory thirty-day comment period on those regulations on August 26, 1997.
It also held an additional thirty-day comment period from November 24, 1997 to December 24,
1997.

There were 8,107 comments registered. All except ten opposed those regulations.
Further, it appears that some of those positive letters were in fact solicited by the Postal Service.
Yet despite the overwhelming opposition to the proposed regulations, the Postal Service decided

to implement them anyway.

Failure to Demonstrate the Magnitude of the Problem.

The Postal Service has failed to demonstrate the magnitude of the problem it seeks to
alleviate through its regulations. It maintains that those regulations on private mail boxes are
meant to deal with problems of mail fraud. While this is a legitimate concern, the USPS did not
establish the nature and magnitude of the problem. Such a demonstration is necessary if the
Postal Service is to show the compelling public interest that requires its actions. If no such

interest exists, the regulations are unnecessary.

A November, 1998 Inspector General' report found that between October, 1997 and
September, 1998 there were 9,642 convictions for mail-related crimes. Of those, the largest
number, 3,874 or 40.2 percent were for mail theft by non-employees of a business, e.g. thieves
stealing from home mail boxes. The next largest number, 1,672 or 17.3 percent were for sending
illegal substances, mainly illegal drugs, through the mails. Some 1,533 of cases, or 15.9 percent,
involved mail fraud. The Inspector General did not report how many of those cases involved the
use of private, CMRA mail boxes as opposed to homes and office boxes, or PO boxes. The

Postal Service has failed to supply this information, but it seems that the new regulations are
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meant to deal with about 1,500 cases annually at most.?

Failure to Show How the Regulations Will Solve the Problem.

The Postal Service has failed to show exactly how its new regulations will deal with the
mail fraud problem, or how much of the problem the regulations will eliminate. For example, it
maintains that eliminating the use of the address designation "suite" or "apartment" for mail that
goes to private mail boxes will reduce mail fraud. But what studies does the Postal Service have
indicating how many cases of mail fraud involve unscrupulous individuals using private mail
boxes with the "suite” or "apartment" designation? The Postal Service cannot even define the
magnitude of the problem. Thus it is difficult for it to show how effective its new regulations

might be.

Failure to Balance Costs and Benefits.

Because it has failed to show the magnitude of the problem, the Postal Service has not
examined what the costs of its new regulations might be, and whether those costs in fact

outweigh the benefits, that is, whether it is using a cannon to kill a fly.

Figures by Rick Merritt, published by the Cato Institute, find that the costs in changing
addresses on stationary and business cards, the time wasted by CMRA managers and customers
alike in trying to figure out what the new regulations mean and to comply with them, as well as
other expenses could be $1 billion. If, say, two-third of the 1,500 mail fraud convictions each
year involve private mailboxes, that works out to $1 million to prevent each case. Is that too
costly? Maybe no; probably yes. But because the Postal Service did not conduct a cost-benefit

analysis, we do not know what the burden of regulations will be.
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Failure to Consider Alternative Approaches.

The Paperwork Reduction Act wisely requires that government agencies, when making
regulations, consider which regulations are least costly and intrusive for small businesses.
Unfortunately, the Postal Service is not covered by this Act and thus is free to act with reckless
disregard for the effects of its regulations on smaller private enterprise or to consider alternative

approaches to dealing with problems such as mail fraud.

For example, USPS maintains that the use of the designation "Suite" or "Apartment" in
an address on mail is going to a private mail box helps facilitates mail fraud and, thus, the new
regulations would ban such designations. But many CMRAs are no longer allowing new
customers to use such designations. In other words, the market in part seems to be taking care of
this problem. Further, those individuals who have had private mail boxes for some years and
have used the "Suite" or "Apartment" designation are not likely to be the quick hit-and-run con
artists misuse private boxes to defraud others. In addition, large credit card companies and other
such enterprises that might be in doubt about an address can consult a currently available data
base that will tell them whether an address is a CMRA. Finally, CMRA operators do not want
their boxes used for fraud, and, thus, perhaps better education by local postmasters of CMRA
managers, done in a spirit of cooperation rather than confrontation, would help head off mail

fraud.

All of these points taken together suggest 1) that the current regulations are not necessary,
2) that the Postal Service merely needs to take up the last-mentioned education task, and 3) that
this approach might take care of 90 percent of the fraud problem. Yet this minimalist approach,
which would be the least intrusive to small businesspersons either operating CMRAs or using

CMRA boxes, was not considered.

Postal officials might argue that a minimalist approach is not 100 percent full-proof. That

is true. But the Postal Service has not shown that its approach is perfect either. Further, it is
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typical of government bureaucrats to argue that in the name of perfection, of dealing with that
final 5-10 percent of a problem, that extreme measures are necessary. This is the kind of
discussion that should go on in the cost-benefit analysis stage of the regulation-making process.

Unfortunately, the Postal Service is exempt from this process.

Reckless Disregard of Privacy.

The USPS posted in the Federal Register on March 25, 1999 its intention to impose the
new CMRA regulations. It stated that as of June 24th, all CMRA operators had to collect from
their customers filled-out copies of the new Form 1583, with copies of two forms of
identification, one a photo ID. Customers were asked on that form if they planned to use their
boxes for doing business with the public. The Postal Service instructed CMRA operators that
"information required to complete this form may be available to the public if “Yes' in block 5,
Form 1583 is checked." This includes home addresses and phone numbers. In other words,

CMRA business customers might have personal information made available to the public.

But release of such information seems to violate the Postal Service's own regulations.

Title 39 of the Code of Federal Regulations concerning privacy establishes that

(b)(1) ... The Postal Service will not disseminate information about an individual ...
unless:

(i) The individual to whom the record pertains has requested in writing that the
information be disseminated, or

(ii) It has obtained the prior written consent of the individual to whom the record

pertains. (p. 130)

This disregard for privacy generated political opposition to the new regulations. For
example, women who use private boxes for business purposes might find unstable ex-husbands

or stalkers obtaining home addresses through the new regulations. The National Coalition
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Against Domestic Violence, a group dedicated to helping women who face such threats, in a
June 15th "Action Alert," announced that "The impact for domestic violence victims is
potentially fatal." The Alert added that "These unnecessary regulations make it more difficult for

a battered woman to effectively use a commercial postal box to keep her location confidential."

Making Up Regulations on the Fly.

The Postal Service seemed to be making up its new regulations on the fly. For example,
it seemed to have recognized that it did not in fact have the authority to release private customer
information that it was asserting it had in Form 1583 and that its new regulations violated its own
privacy regulations. This is seen in the fact that on June 9, 1999 in the Federal Register, the
USPS posts its intention to change Title 39, U.S. Code, Part 265, the prohibition "against

disclosure of information in PS Form 1583." The Federal Register entry reads that:

Under the rule change, the recorded business name, address, and telephone number of
the addressee using a ... CMRA private mail box ... for purposes of soliciting business

with the public will be furnished to any person upon request without charge.”

The Postal Service's erratic path towards new private mail box regulations continued
when, on August 26, 1999, it posted yet another Federal Register notice, this one rescinding the
June 9th notice and proposing that personal information only be released "to federal, local, and

state government agency Tequesters, including those engaged in law enforcement activities."*

The Postal Service also has changed the dates after which it said it would refuse to deliver
mail to CMRA customers who had not supplied private information on Form 1583, or to refuse
to deliver mail to CMRA boxes with address designations other than "PMB." The Postal Service
has had a number of meeting with critics and has proposed some cosmetic changes to the
regulations, for example, allowing a number or "#" sign to be used on mail going to CMRA

boxes in addition to the PMB designation. While these meetings are welcomed, the Postal
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Service in effect is doing now on an ad hoc basis what it should have done two years ago in its
formal rule-making process, that is, think out the implications of its regulations and consider

alternatives.

We see here a pattern of the Postal Service making regulations on the fly, stating one

thing and then changing policy to something else.

No Opportunity to Comment on Regulations.

Under our system of government, a government agency that wants to promulgate new
regulations must first post them for comments by those who might be effected. The Postal
Service denied this opportunity to many enterprises that now find themselves subject to the new

mail box regulations.

Those regulations ostensibly were aimed at CMRAs. Many of the country's small
businesses rent private CMRA boxes because they cannot afford to rent a suite in an office
building. Executive office suites usually provides tenants with an operator to take telephone
calls, a location for delivery and shipment of mail and packages, and perhaps an office with
access to office equipment. The only real difference between these and a private mail box is the
size of the rented space and the cost of the rent. The Executive Suite Association, which makes
no claim to represent all such enterprises, has around 1,000 members, each with about 50 tenants,

for a minimum total of 50,000 tenants of such suites.

Until now such offices have not been treated like CMRAs. But that changed with an
April 29, 1999 memeo from Patricia M. Gilbert, the USPS Vice President for Retail, to other

USPS Vice Presidents and operations district managers. It noted the existence of:

a number of non-traditional businesses that accept delivery of mail from the Postal

Service for others, hold it for pickup, or remail it to another address... Examples of these
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businesses are 1) Corporate Executive Centers that also offer their customers a small
suite, office or other workspace, as well as shared office services such as mail receipt and
remailing, message centers, FAX and computer systems, conference rooms, and
secretarial services; 2) Storage businesses that offer their customer's [sic] storage space
and private mailbox services; and 3) Businesses that offer mail forwarding and message

services to clients that live and travel in recreational vehicles.

The Postal Service thus decided to subject another group of enterprises and their
customers to regulations on which they had no opportunity to register their opinions during the
original 1997 comment periods. This is also a significant expansion of USPS power without

consideration by Congress.

The move to include executive suites and the like under the new regulations also cuts off
a sanctuary of privacy of which small businesses secking to avoid those regulations applied to
mail boxes might avail themselves. Of course, the Postal Service has made no attempt
whatsoever to show that any cases of mail fraud, the target of the new regulations, have

originated from executive office suites or other mail forwarding services.

Inconsistent Enforcement.

The Postal Service also has been erratic and inconsistent in its enforcement of the new
regulations. For example, few executive office suite managers have been contacted by the Postal
Service and told to have their tenants submit personal information under the new regulations.
This suggests that at some point those tenants might find that their mail is not being delivered

because of their failure to comply with regulations of which they were unaware.

The enforcement of the new regulations seem to vary from postmaster to postmaster. In
some areas postmasters have done little to enforce regulations, in others they have acted in a

heavy-handed manner. It is a throw of the dice for any given CMRA manager how these
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regulations are enforced.

Take the case of Sabiha Zubair who operates a Mail Boxes Etc. franchise in Fairfax,
Virginia. She has tried diligently to abide by the new regulations. She collected the two forms
of identification from her customers, including a photo ID, usually a driver's license. But this
was not good enough for local postmaster, Gerea Hayman. That postmaster insisted that Ms.
Zubair verify that addresses given by customers were home addresses. In one case, for example,
a police officer listed the address on his driver's license as a PO box. The postmaster insisted on

calling many of Ms. Zubair's customers to find out home addresses.

Further, in a letter dated September 20, 1999 that postmaster threatened to refuse mail
delivery to Ms. Zubair's CMRA. Ms. Zubair spent countless hours trying to abide by unclear
rules and harassment by the local postmaster, confirming Rick Merritt's estimates of the costs in
time and effort incurred by CMRA operators. In the end Ms. Zubair went from having 221 box
renters down to 159, principally because renters resented having to turn over personal
information and being harassed about their addresses. In other words, the harsh enforcement of

the new mail box regulations cost this small business operator 30 percent of her business.

Attacking Competitors.

While the stated purpose of the new mail box regulations is to prevent mail fraud, it is
necessary to ask whether the Postal Service might have an additional, ulterior motive. CMRAs
have arisen because of the inconveniences of using government PO boxes. The Postal Service
will not accept delivery from private carriers such as Federal Express or United Parcel Service
for customers renting PO boxes. Further, the hours during which customers have access to their
PO boxes are limited. Private CMRAs are much more convenient for customers and thus attract

customers away from government PO boxes.

The Postal Service plans to remain competitive in the future in part by maintaining an
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integrated data base of email addresses, websites and physical addresses. For example, in May,
1998 the Postal Service proposed that it have the exclusive right to assign the under-used Internet
domain extension, .us, which then was managed by the Internet Assigning Numbers Authority.
And in a May 17, 1999 speech in San Antonio, Texas, Postmaster General William Henderson
asked:

What if every physical address in the United States had an Internet address? We would
own the physical address, and we would maintain it. ... That would mean that all that
information that you our customers have developed around a physical address could now
migrate through Internet and be a part of commerce. ... If you had an Internet address

attached to a physical address you could reach someone by way of the Internet.’

The Postal Service ultimately wants to map postal addresses onto cyberspace addresses,
to have an email address for every physical address. This, of course, would require matching
private mail box addresses to home addresses or, better yet for USPS plans, forcing current

CMRA customers to use PO boxes.

Thus, we need to question the motives of the Postal Service when it makes places
regulations on its competitors, in this case CMRAs. In any case, its regulatory power against its
competitors must be strictly controlled by Congress through the various safeguards to which

other government agencies are subject but from which the Postal Service is exempt.

The Future of an Unrestrained Regulator.

This latest incident gives businesses small and large a preview of what can be expected in
the future. The U.S. Postal Service has been losing much of its profitable first-class mail to
emails, faxes and private express carriers. In the future, with most billing and payments done
electronically, the Postal Service could lose as much as $15 billion in annual revenues off of a

current annual revenue base of $65 billion.

10
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In recent years the Postal Service has begun to offer many services that are not part of its
postal monopoly, services in which it competes head-to-head with private firms. We see it
offering for sale phone cards, neckties, and other such souvenirs. We see it renting out unused
space in parking lots for broadcast facilities. We see it offering a check-clearing service. And
we see it moving into ecommerce. Of course, the Postal Service pays no taxes, is not subject to
most government regulations, can borrow from the U.S. Treasury, and has regulatory authority
that it can use against its competitors. In the future, as it moves into these areas in competition

with the private sector, we can expect more regulatory abuses.

I note also that we can expect the Postal Service to form partnerships with private sector
service providers, coopting some firms or siding with them against their competitors. In the
current dispute over mail boxes regulations we find the corporate spokepersons from Mail Boxes,
Etc. remarkably conciliatory toward the USPS, much more so than many for its franchisees or
box holders. This might be because it also is in partnership with the Postal Service. Specifically,
the USPS allowed Mail Boxes Etc. to offer postal services in their facilities in a number of
locations in the country where the quality of postal service has been low. And recently
Postmaster General William Henderson announced that he wants to open operations in all Mail
Boxes Etc. outlets. Since this is an experimental service, the Postal Service can keep this
arrangement exclusively with Mail Boxes Etc. for the next year or so, to the exclusion of other
competitors. Thus Mail Boxes Etc. now has a vested interest in not being too critical of the

Postal Service lest it destroy this arrangement.

Conclusion.

The bottom line is this. The U.S Postal Service should be brought under all of the rules
and regulations to which other government agencies are subject, including the Administrative
Procedures Act, the Paperwork Reduction Act, Regulatory Flexibility Act, and the Results Act.

Under these regulations the Postal Service would be required to state exactly what goals it secks
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to accomptish through its regulations, where it gets the authority to seek such goals, how its
policies are meant to obtain such goals, and what evidence it has that those goals are achieved

through those regulations.

When it makes new regulations it should be required to show that show exactly what the
expected benefits will be, what the expected costs will be, and how those benefits outweigh the
costs. It should be required to show that the regulations it chooses are the least costly compared

to other alternatives and are the least burdensome for small businesses.

Postal officials might argue that such a regulatory regime will harm its efficiency. But
the Postal Service has used its regulatory powers to harms private competitors large and small, as
well as consumers. Other countries have discovered a means to deal with this dilemma. They
are privatizing their postal services. New Zealand and Sweden already have done so. The
largest mail carrier in Europe, Deutsche Post in Germany, is now under private management. It
pays taxes on its competitive services and is subject to the same regulations that are imposed on
other businesses. Next year it makes an initial public offering of its stock, and on January 1,

2003 its monopoly on mail delivery will be abolished.

In conclusion, the Postal Service's new regulations on CMRAs have been enacted and
enforced in a sloppy, capricious and arbitrary manner. The Postal Service should be subject to
the same checks on its power to which other government agencies are subject. And until it can
make its case in accordance with those safeguards, the new regulations on private mail boxes

should be rescinded.

1. Semiannual Report to Congress, Office of the Inspector General,
U.S. Postal Service, November, 1998, Appendix F, pp. 100-101. On
Inspector General's website at www.uspsolg.gov/novcor.pdf.

2. The number of indictments per year are about the same magnitude
as the number of convictions. But it is assumed that the
indictments for one year will show up as convictions in the
following years. Thus to avoid double counting, only convictions
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are given in this discussion.
3. Federal Register, Vol. 64, No. 110, June 9, 1999, p. 30,929
4. Federal Register, Vol. 64, No. 165, August 26, 1999, p. 46630.

5. William Henderson, "Remarks," Opening Session, National Postal
Forum, San Antonio, Texas, May 17, 1999.
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I wish to thank Chairperson Kelly for holding this hearing on the Post Office’s regulations
requiting customers of Commercial Mail Receiving Agencies (CMRAs) to provide personal
information to the Post Office and affix a special designation to their mailing addresses. These
regulations will invade the privacy of millions of Americans as well as stigmatize them as
potential criminals simply because they chose to receive their mail through a CMRA. This is
why I have introduced the Mailbox Privacy Protection Act (HJ Res. 55), which overturns this
rule, and why 57 of my colleagues, have joined me as cosponsors of this bill. [ especially wish
to thank Chairperson Kelly for her cosponsorship of HJ Res. 55.

Inresponse to the protests of outraged CMRA customers, the Post Office has made several
modifications to the initial rule. However, no modification can address the massive privacy
violation this regulation represents. Only repeal of the regulation will protect the rights and
reputations of the millions of law-abiding Americans who use CMRAs.

For example, one of the Post Office’s modifications is to “allow” CMRA customers to place a
pound sign on their address instead of the designation “PMB”. While providing CMRA
customers an option to avoid the PMB designation may seem like a step foreword, the Post
Office is still forcing CMRA customers to affix a scarlet letter to their addresses.

While there is never an excuse for abridging the rights of innocent citizens, in this case the Post
Office does not even appear to have attempted to establish that its new policies are necessary to
prevent crime. In fact, the Post Office has yet to respond to a request from Congressman Todd
Tihart and myself for official statistics regarding the use of PMBs in mail fraud. The only
evidence the.Post Office has circulated is anecdotal evidence of 19 cases involving CMRAs in
1998. Of these, 13 involved foreign nationals and several involved PO Boxes and/or apartments
as well as CMRAs.

While this rule’s effectiveness as a crime fighting tool is doubtful, no one can doubt that this rule
will discourage people from using CMRASs instead of PO Boxes. At a time when Congress is
considering allowing the Post Office greater latitude to compete with private businesses, this rule
raises disturbing questions about allowing the Post Office to regulate its’ competitors.
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Small and home-based businesses that use CMRAs may lose business if the Post Office is
successful in branding CMRA customers as potential criminals. Many small businesses have
found CMRAs instrumental in helping the growth of their businesses, now the Post Office wants
to label all these entrepreneurs as criminal suspects.

The Post Office has also revised its” original rule which would have required CMRASs to produce
information about their business customers to any one who requested such information to one
restricting the available of information to law enforcement and other government officials. While
this did represent an improvement over the original rule, the lack of any requirement for a
Judicially-authorized subpoena or search warrant before Postal Officials may releasing personal
information raises serious fourth amendment concerns as well as leaving CMRAs customers
vulnerable to abuses of their privacy by unscrupulous government officials. The fact that this rule
applies the same standards for access to a CMRA customers’ personal information as applies to
release of information regarding those renting a Post Office Box in no way justifies this rule.
Rather this is an argument for the Post Office to change its regulations to likewise protect PO
Box customers from warrantless searches,

In conclusion, I wish to once again thank Chairperson Kelly for holding this hearing and
highlighting the Post Office’s attempt to label all Americans who use CMRAs as de facto
criminals. Despite the cosmetic changes made by the Post Office in the hope of appeasing the
millions of Americans who have objected to this rule, the fact remains that only repeal will
protect the civil liberties of CMRA customers. Therefore, I hope that the Congressional
leadership follows up on these hearings by scheduling a vote on my HJ Res. 55, the Mailbox
Privacy Act, which repeals this ill-advised rule.
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GOVERNMENT RELATIONS

UMITEDSTATES

Ead rostai service

July 13, 1989

Honorable James M. Tafent
House of Representatives
Washington, DC 20515-2502

Dear Congressman Talent;

This responds to your May 18 letter to Postmaster General William J. Henderson, regarding
revised policies affecting commercial mall receiving agencies (CMRAs).

| regret the delay in responding fo you on this issue. | also appreciate and share your concern

for CMRA operators and custorners who will be impacted by the revised regulations, It is for this
reason that we have taken the time to study the issues that have been raised. Please be assured
that the new regulations were never intended to harm the CMRA industry and its customers or to
benefit the Postal Service financially. In fact, they should improve the nation's confidence in the
CMRA incustry. it may be helpful if | provide some background information to clarify the issue.

During the notice and comment period, the Postal Service received 8,107 letters. They included
expressions of support from organizations representing thousands of leading businesses, key law
enforcement agencies, and millions of American consumers, including: the Nationat Consumers
League, the American Bankers Association, the Advertising Mail Marketing Association, the
Parcel Shippers Association, the American Financial Services Association, and the Internationat
Association of Financial Crimes Investigators. The Secret Service and numerous state attorneys
general also support the changes. Mail Boxes Etc., the leader in the commercial mail receiving
business, also acknowledges the need for the regulations. Most of the letlers opposing the
changes were form letters.

The Postal Service believes that a strong national postal system, one that consumers and both
targe and small businesses count an every day, must command the frust and confidence of the
American people. Today, there are millions of vulnerable Americans, particularly among the
elderly, who can be easily defrauded through the use of private mailboxes, Just as our
customers deserve to be protected from deceptive sweepstakes mailings, they deserve protection
from the unscrupulous use of private mailboxes. Honest Americans have been cheated out of
millions of dollars, because it has been all-too-easy to skirt the CMRA regulations formerly in
place. | am enclosing a list of some examples of Postal Inspection Service investigations of such
misuse that occurred just last year.

Nevertheless, as we work to combat fraud, itis also important for us to strike the right public
policy balance on this issue. Businesses and citizens who use CMRAs have raised some valid
concerns. We have had a series of discussions with representatives of the CMRA industry, the

475 L'ENFART FLaza SW
VirgmingTon DO 20260-3500
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Page 2.

National Coalition Against Domestic Violence, and others in recent months in an effort to address
their concemns. On June 23, the Postal Service reached agreement with industry representatives
on several key issues and agreed to do the following:

Issue a Federal Register notice for public comment proposing a modificetion to

our regulations, The modification would prohibit the release of address information
(except for law enforcement purposes) of individuals who use either private
mailboxes or post office boxes for business purposes. This change will protect
the privacy of individuals doing business from their homes. In the interim, we are
directing our employees not to release to the public any information from Form
1583, Application for Delivery of Mail Through Agent.

Give CMRA customers an additional six months, until Aprit 26, 2000, to notify
correspondents of the new address requirement and deplete stationery with their
former CMRA address. Mail without the PMB designation will not be returned if
the CMRA box holder makes a reasonable effort to notify customers.

Give CMRA customers who have not completed the revised Form 1583 an additional
60 days, until August 28, to do so.

Clarify the definition of a CMRA to account for such entities as corporate executive
suites and shelters.

Reemphasize that accepteble forms of identification do not include social security
numbers, credit cards, and birth certificates.

| am confident that the changes we have proposed will enable us 1o protect the American people
from fraud and deception, ensure their privacy, and address the concerns of CMRA operators
and customers. Please contact me if | can be of assistance with other postal issues.

Sincerely,

. X ’ -, .
,A‘_YNE/Q{/)‘VK:J - ,‘b?"“ﬁ/{"}/‘\/’u{g
" Sheila 7. Meyers .
Government Relations Representative

Enclosure
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unrea siaes Fostal service
Application for Delivery of Mail Through Agent

See Privacy Act Statement on Reverse i
n consideration of delivery of my or our (firm) mail to the agent named below, the addressee and agent agree: (1) the addressee or the
gent must not file a change of address order with the Postal Service upon termination of the agency relationship; (2) the transfer of my
o our {firm) mail to another address is the responsibility of the agent; (3) all mail delivered to the agency under this authorization must
»e prepaid with new postage when redeposited in the mails; (4) upon request the agent must provide to the Postal Service all addresses
o which the agency transfers mail; and (5) when any information required on this form changes or becomes obsolete, the addressee(s)
nust file a revised application with the Commercial Mail Receiving Agency (CMRA).

1. Date

JOTE: The applicant must execute this form in duplicate in the presence of the agent, his or her authorized employes, or a notary
wublic. The agent provides the original completed signed Form 1583 to the Postal Service and retains a duplicate completed signed

sopy atthe CMRA business location. The CMRA copy of Form 1583 must at all times be available for examination by the postmaster (or
lesignee) and the Postal Inspection Service. The addressee and the agent agree to comply with all applicable postal rules and
egulations relative to delivery of mail through an agent. Failure to comply will subject the agency to withholding of mail from delivery
intit corrective action is taken.

“his application may be subject to verification procedures by the Postal Service to confirm that the applicant resides or conducts

iusiness at the home or business address listed in boxes 8 or 11, and that the identification listed in box 9 is valid.

2. Name in Which Applicant's Mall Will Be Received for Delivery to Agent 3. Address to Be Used for Delivery Including ZIP + 4
(Complete a separate Form 1583 for EACH applicant. Spouses may
complete and sign one Form 1583. Two items of valid identification apply to
each spouse. Include dissimilar information for either spouse in appropriate

box,)
#. Applicant Authorizes Delivery to and in Care of 5.WIl This Delivery Address Be Used for Soliciing or Doing Business With the
(Name, address, and ZIf Code of agent) Public? (Check one)

O Yes O No

7. Name of Applicant

3.This Autharization Is Extended to Include Restricted Delivery Mail for the
Undersigned(s)

8. Home Address (Number, street, city, state, and ZIP Code)

3.Two Types of identification are Required. Cne Must Contain a Photograph of
the Addressee(s). Agent Must Write in Identifying Information. Subject to Telephone Number ( )
Verification.

10. Name of Firm or Corporation
a

b.

11. Business Address (Number, street, ciy, state and ZIP Code)
Acceptable identification includes: driver's license; armed forces, government,
or recognized corporate identification card; passport or alien registration card
or other credential showing the applicant's signature and a serial number or
similar information that is traceable to the bearer. A photocopy of your
identification may be retained by agent for verification. Telephone Number { )

2. Kind of Business 13. If Applicant Is a Firm, Name Each Member Whose Mail Is to Be Delivered. (A# names fisted must have verifiable
identification. A guardian must fist the names and ages of minors receiving mail at their delivery address.)

14.1f a CORPORATION, Give Names and Addresses of Iis Officers 15. [ Business Name of The Address (Corporation or Trade Name) Has Been
Registered, Give Name of County and State, and Date of Registration

Narning: The fumishing of false or misleading information on this form or omission of material information may result in crimi nal sanctions (including fines and
mprisonment) and/or civil sanctions (including multiple damages and civil penalties). (78 1.8.C. 1001)

16. Signature of Agent/Notary Public 17. Signature of Applicant (/f firm or comporation, application must be signed by
officer. Show title.)

PS Form 1583, March 1998 This form on Intemet at www.usps.com
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Privacy Act Statement

Collection of this information is authorized by 39 USC 403 and 404.
This information will be used to authorize the delivery of the
intended addressee's mail to another. The Postal Service may
disclose this information to an appropriate government agency,
domestic or foreign, for law enforcement purposes; where
pertinent, in a legal proceeding to which the Postal Service is a
party or has an interest; to a government agency in order to obtain
information relevant to a USPS decision concerning employment,
security clearances, contracts, licenses, grants, or other benefits; to
a congressional office at your request; to an expert, consultant, or
other person under contract to the USPS to fulfill an agency
function; to the Federal Records Center for storage; to the Office of
Management and Budget for review of private relief legislation; to
an independent certified public accountant during an official audit of
USPS finances; to a labor organization as required by the National
Labor Relations Act; for the purpose of identifying an address as an
address of an agent to whom mail is delivered on the behalf of
other persons; and to anyone when the delivery address is being
used for the purpose of doing or soliciting business with the public.
Completion of this form is voluntary; however, without the
information, the mail will be withheld from delivery to the agent and
delivered to the addressee, or, if the address of the addressee is
that of the agent, returned to the sender.

PS Form 1583, March 1999 (Reverse)
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CLARENCE E. LEwiS. JR
Ceies QPEANING OFFICER
EXRCUTMVE VICE PRESIDENT

UNITED STATES
POSTAL SERVICE e

July 1, 1998

VICE PRESIDENTS, AREA OPERATIONS
DISTRICT MANAGERS, CUSTOMER SERVICE AND SALES

SUBJECT: Disclosure of !nformatién about CMRA Customers from Forms 1583

Concerns have been expressed to the Postal Service that information from Forms 1583 submitted by
commercial mail receiving agency (CMRA) customers who use thelr private boxes for business
purposes is being released to members of the public upon request. Release of the information ai this
time is improper and must not be made until further notice. -

New ragulations concerning CMRAs were published in the Postal Bulietin on March 25. However,
the provision in Administrative Support Manual (ASM) 352.44h that governs disclosure of information
from Form 1583 has not been changed. Until such time as the ASM is changed, information from the
Form 1583 or the new 1583-A must not be released to any member of the public, except for the
limited purpose of identifying an address as the address of a CMRA.

Piease ensure that each office within your district is notified immediately and complies with this
instruction.

oo Mr. Hunter
Ms. Elcano
M. Potter
Ms. Wilhite
Ms. Gibert
Mr. Rapp

475 1ENFANT A28 SW
WasHINGTON DT 20260-0080
202.288-4842

Fax: 202-266-4843
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UNITED STATES
p POSTAL SERVICE

August 25, 1998

DISTRICT MANAGERS, CUSTOMER SERVICE AND SALES

SUBJECT: Disclosure of Information about CMRA Customers from Forms 1583

This is a reminder of Chief Operating Officer and Executive Vice-President Clarence Lewis's
memo of July 1 on the same subject.

Concerns have been exprassed to the Postal Service that information from Forms 1583 submitted
by commercial mail receiving agency (CMRA) customers who use thelr private boxes for business
purposes is being released to members of the public upon request. Release of the infermation at
this time is improper and must not be made.

New regulations concerning CMRAs were published in the Postal Bulletin on March 25. However,
the provision in Administrative Support Manual (ASM) 352.44h that governs disclosure of
information from Form 1583 has not been changed. Saction 352.44h reads as fallows:

Form 1583. Except as provided by this paragraph, information on
Form 1583, Application for Delivery of Mail Through Agent, is not
available to the public. information continued in Form 1583 may be
disclosed to the public only for the purpose of identifying a particular
address as an address of an agent to whom mail is delivered on behalf
of other persons. No other information, including, but not limited to, the
identities of persons on whose behalf agents receive mail, may be
disclosed from Form 1583,

Until such time as the ASM is changed, information trom the Form 1583 must not be released to
any member of the public, except for the limited purpose of idantifying an address as the address
of a CMRA.

Please snsure that each office within your district is reminded immediately and is in compliance
with this instruction.

Managef, Retall Operations

cc: M. Lewis
Mr. Hunter
Ms. Elcano
Mr. Potter
Ms. Wilhite
Mr. Kane
Ms. Gibert
Mr. Rapp
Vice Presidents, Area Operations

475 L'EMFANT PLaza SW
WastinGTon DG 20260
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MAKING BUSINESS EASIER! WORLDWIDE.

MAILBOX SERVICE AGREEMENT

CUSTOMER ?.)A‘VIE gﬂul; M g i ,q,q(,oz
COMPANY:-SS 72,4 Eé:vd/’ Sorlos 15
- ‘ —1 . W

ADDRESS:
HOME PHONE;

MAIL BOXES ETC. CENTtRI\ .
SIZE OF MAILBOX:

E-MAIL ADDRESS
MATLBOX NUMBER:_2Z 32

1) This Mailbox Service Agreement {"Agreement”) is made and entered isto by the customer identifled above
("'Customer'") for the use of and services related to a mailbox {the "Mailbox") et the Mail Boxes Etc. Center identified
above (the "Center'') under the terms set forth herein.

2) Customer agrees that Customer will not use the Center premises or any Center services for any unlawful, illegitimate
or fraudulent purpose or for any purpose probibited by U.S. postal regulations. Customer further agrees that any use of
the Mailbox shall be in conformity with all applicable federal, state and local laws. Each individual or entity must complete
a separate U.S. Postal Service Form 1583 ("Form 1583") to be authorized to receive mail or packages at the Mailbox.
However, spouses may complete one Form 1583, as Jong as both spouses include thejr separate information on the Form.
tenth o lesl .swzzx,wﬂ»h/d/w//

3) This Agrecment and Form 1583 shall remain confidential, except fhat this Agreement andForm 1583 may be dJsclosed
upan reguest of any law enforcement or other governmental agency, or when legally mandated. Additionally, Cusmmcr
qckxmwledbes that pursuant to posta] regu]nnuns the information required to complete Form 1583

on Form 1583 is checked. Upon request, Custumer agrees //)/\/
to complete all necessary documents, mc]udmg Form 1583 and any required acknowledgment form relating to service of s
process. Customer further agrees to sign an updated version of this Agreement and Form 1583 upon request. W

4) Possession of the Mailbox key shall be considered valid evidence that the possessor is duly authorized to remove sny
contents from the Mailbox. In the event of death or incapacity of Customer, the Center will require the appropriate
documents from the Probate Court, the executor of the estate, the trustee or other similar person er entity before releasing

mail or packages to a requesting party.

5) Customer agrees to pay an initial set-up fee of 0 and a refundable security/key deposit of
$5.75 , as well as applicable monthly service fees. The security/key deposit is refundable upon

expiration, cancellation or termination of this Agreement, provided that Customer returns the key, key card and/or other
similar device, and pavs all sums owed to the Center. Mailbox service fees are all due and payable in advance and
Customer agrees that the Center may hold mail and packages pending payment. There will be no prorations or refunds
for cancellation of any service. Customer agrees to pay 2 late fee of §5 if apy payment is pot received within five
(5) days of when due. In the event the Mailbox Jock is changed upon the request or fault of Customer, Customer agrees
to pay a fee of _$5 . Mailbos service fees and ofher related fees stated herein are subject to change. In the event that
Customer receives an unrensomblc volume of mail or packages at the Mailbox according to the Center's reasonable
judgment, the Center may require Customer to upgrade ta a larger size mailbos and pay any additional charge. The
Center reserves the right to increase the Mailbox service fees in the event that Customer adds additional individuals or
entities to the names of those individuals or entities authorized to receive mail and packages at the Mailbox pursuant to

Form 1383,
6) Upon expiration, cancellation or termination of this Agreement, the Center wilk:

a. Re-mail (i.e., forward) Customer’s mail for six (6) mouths, provided Customer pays the postage,
packaging material, and forwarding fees in advance. Additionally, Customer must pay a monthly storage fee

@Mail Boxes Eic. USA, Inc

Revised April 1999

VEACLEWOLALEGALSGHMISTIAMAILIMSAGRTE.0OC
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of 310,00 for menth ), and _$10.00 for mopths 2 threugh 6 in edvence for the time period that mail
is to be farwarded. It is Customer’s responsibility fo make arrapgements with {be Center to identify any mail

forwarding needs prior to the expiration, cancellatian or termination of this Agreement,

. Discarc or destroy any *Unselicited Meil” {e.g., bulk mail; mail sddressed 2s “acenpant,” “current rasident™
or similar designation; or coupons, ndvertising or other prometions] material) delivered to or rewaining at the

Cepter.

. Retaip Customer's mall, other than Unsolicited Mail, at the Center for a peried of thirty (30) days from the
dete of delivers or six (6) months after the expiratiop, cancetlation or termination of this Agresment, whichever
comes Tirst, if Customer leaves no forwarding fees or forwardirg address. After such fime, any xoail or package
raay be discarded or destroyed. In 9rder to pick up any meil or package during the six (6) month period,
Customer must pay 2 slorage fee m'ﬂffé 0.0 per menth for the time period fo which the Center holds the mall
or package(s), plus a service fee of 0 for each time Customer vishs the Center to pick up such frems.

d. Refuse say package addressed (o Customer delivered by any party other thap the U.S. Postal Sexvice, such

2% a commercial courier service.
7y Six (6) months after the expiration, cancellation or fermination of this Agresment, the Center may:
2. Refose any mell or packege addressed fo Customer and delivered to the Center.
b. Discard or destroy any of Customer’s mail or package delivered to or remaining at the Ceater 2t such time.

£) The term of this Agreement shall be the juitial period paid for by Customer and svy repewal perfod paid for by
Customer from time to time. Renewal of this Agreement for additional terms shail be at the Cenfer's sole discrefion.

) Customer agrees fhat the Centar ay terminate or cancel this Agreement for good tause af eny thne by providing
Customer thirty (30) days written netice. Good cause shall inciude but is not Hmited te: 1) Customer abandons the
Maltboxy 2) Customer uses the Mailbos for unlawful, Negitimate or frandulent purposes; 3) Customer falls topay wonjes
awed the Center when due; 4) Customer receives an unreasonable volume of mafl or packages; 5) Customer engages in
offensive, abusive or disTuptive behaviar toward other cusfomers of the Center or the Center's employees; and 6) Customer
viglates any provision of ihis Agresment. Customer acknowledges that, for the purpose of determining geod cause for
termination of this Agreement as provided herein, the actions of any person asthorized by Customer to use the Mailbox

w»ill be attributed to Customer.

10} Any written notice ta Customer required or permitted under this Agreement skall be deemed deliversd twenty-four
{24} bours after placement of such nofice in Customer’s Mailbex or at the time personally delivered to Customer. lu the
eveat of o termination netice based vpop ebandenment of the Mafibox, potive shall be dermed delivered (o) on the next
day after placing in the hands of 8 commersfal courier service or the United States Posta] Service for next day delivery,
or (b) five {5) days after placement fn the United States Mail by Certified Mail, Return Receipt Requested, postage
prepaid, and addressed to Customer at Cosiower's address as set forth In Form 1383, or on the date of actual receipt,

whichever is earlier.

11} As Customer's suthorized agent for receipt of matl, the Ceater wi) actept all mall, Including registered, tnsured and
ed items. Unless prier arrangements bave been made, the Center shall only be obligated to acrept mal, or packages
delivered by commercial caurier servicas which require a signatare from the Center as a conditien of delivery, Customer
mest aceept and sign for 31 mall and packages vpon the request of the Center. Packages nof picked up within_10)

days of potifization will be subject to u storage fee of _g2 (g, per day per package, which must be paid before Customer

receives the package. In the event Costomer refuses to accept any moil or package, the Ceater moy retury the mail or
package to the sender aad Cuslower will he responsible for aoy postage or sther fees associated with suck retura C.OD.
items will be accepted ONLY if prior arrangements have been made agd pavisent in advance is provided to the Center.

12} Customer agrees f¢ protect, indemnify, defend and hold harmless the Center, Mail Bozes Ete. US4, Inc, 25d their
respective affiliates, subsidiaries, parent corporations, franchisees, officers, dirertors, agents and employees from and

% Inc,

EMali Boxesz Bic.

Revised April 1658

WEAGLEWOLALRGALBGRIMHSTN MALMSAGRTS DOY



175

aoqum 2any zxd all losses, Gamages, expenses, claims, dewaands, Habilities, judgments, settlement amounts, costs and causes
of action of every type znd character arising out of of in cousection with the use or possession of the Maitbox. induding
without iimiitation, any demends, ¢laiws and causes of action far personal icjury o property damage zrising from such
wge or possession, from failure of the 1.8, Postal Service or any commercia) conrier strvice ¢ deliver on time or cthervise
geliver any ifems (meil, packeges, efe.), frow damage to or loss of eny package or wall or fo the Maitbox contents by any
cause whatseever, and from sny violation by Customer of 2pplicable federal, state or Jocal faws.

13) Costomer aeknowledges and agrees that the Center s an fndependently owned and operated frauchises of Mail Boxes
E. USA, Inc. ("Franchisor'") and thst Fraachiser is not responsible for any aets or omissions of its frapchisees.

14) CUSTOMER HEREIN AGREES THAT THE TOTAL AMOUNT OF LIABILITY OF THE CINTER AND
FRANCHISOR, IF ANY, FOR ANY AND ALL CLAIMS ARISING OUT CF OR RELATED T0 THIS AGREEMENT
SHALL NOT EXCE 00,00 REGARDLESS OF THE NATURE OF THE CLAIM.

(INITIAL ;m 3

14) Customer must use the exzet mailing address for the Mailhox without wodification as sef forth in Section three (3)
of Form 1583, Mai} yeceived by Customer xmust bear a delivery addvess fhet contains at least the following elements,

in this order:

{1) Intended addressee s name or other identification. Examples: Joe Doe or ABC Co. .
PR ple BN 234 ST K ',dmﬁ “odr g
(3) Street pumber and name or post office box umber or rural route /577 /?7

desigantior and number. Lxapples: 10 Mein St or PO, BOX 34 or RR 1 BOX
(@) City, state, 3o ZIP Code {5-digit or ZTP+4). Example: Herndon VA 22071-2716,

The Postal Service will return mail witkout a proper acdress to the sender endorsed “ Undeliverable as Addressed.”

16) Delivery by commercial courier services must be made to the Center street address only (asd not to 2 P.O. Box). “P.0.
FBox™ may be used only if it §s port of Customer 's “Caller Bervice™ (armngement for delivery Mmmlthrwgh Canters vsing
2 U.5. Postal Service address) address format. In such mse, the “BMBY. fiormust-slse-ba signing this
Agreement, Custower shall provide two forms of valid jdentification, ove of which shall jvclude a pho(ogfaph. This
Agreement may Dot be zmended or medified,\escept Jn s writing signed by botk puriies.

CUSTOMER SIGN4

AUTHORIZED CENTER REPRESENTATIVE

SIGNATURE: DATE:

HOW DID CUSTCMER HEAR ABOLTT US?

Eiail Bones Seo. US4, bne.

Revised April 1996

DIOMAHAMEAGR T 20
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‘ United, States Postal Servies v 2.
Application for Delivery of Mall Through Agent BOX# 2 Z

See Privacy Act Statement on Reverse
In consideration of delivery of my or our {firm} matl o the sgent ramed below, the addressee and agant agree: {1} the addresses or the

1t must net file a change of address order with the Postal Service upon termination of the agancy relationship; (2} the transter of my
our {Himn} mail 10 ancther addrass is the responsibiiity of the agenl; (3) all mail deliversd 1o the agency under this authorization must

2 repaid with new postage when regeposiced in the mails; {4) upon reguest the agent must provide 1 the Postel Bernvice all addrasse:
16 wich the agency iransfers mall; and (5) when any information requ red on this form changes or becomgs obsolete, the addressse(s)
nust file & revised apglication with the Commercial Mait Recefving Agency (CMRA).

NOTE: The applicant must execute this form In duplicate in the presence of the gent, his or her authorized employee, or a notary
;umc Tre agent provides the original complaled signied Fom 1583 to the Posta | Service and retains a dupli cumplaled signed

ot the CMBA husiness location. The GMBA copy of Form 1583 must 2t afl fmes be avaliable for examinalion by the postmaster (or
signee; and the Posta Inspection Senvice. The addressee andthe agent agres to comply with afl & bie postal rules and

latiors ralative to delivery of mall through an agent. Failure 1¢ comply will subject the agency to w frem delivery

&1

nelding of

i corraciive action ls taken

appmahnn may be subjezt fo venfication proceduras by the Postal Service to confirm that the appficant rasidas or conducis
at the home of business £¢dress fisled in boxes B of 11, and that the identification fistad in box 8 s vald.

3. Adgrese to By Uszd tor Defivery Including 2P + 4

3 Name in Which Appficant's hiall Will Be Ratelved for Delivery to Agent.
SACH applicant. Spouses may

{Complete g separate Form 1583 for
complete and sign one Form 1583, Two items of valid identification apply fa

£k spouse. include dissivilac informaticn Jor elther spouse in agpropninte v -
#AIL BOXES ETC.  #383
i) Sanpi M T rrtip Wy P 853903
LB TLGLE ] BN IOLOG e 2183 Buckingham Road

Richardson, Texas 75085-38C2

ngh’m" Road
hardson, Texas 75081- 5489
S This Delivery Address Be Used lor Soleiting or Doing Business With the

Delivery Yo snd in Gare cf 3
. address, and ZIFP Cods of egent) Public? (Check one)

Yes 0 Ne

7 Name of Applicant

jon {s Exlanded 1o Include Restricted Delivery Mall for the 1 5) / ’,@
ALy M. YL

Undsrsigne

s of ldentification are Required. Gna Must Contain a Photograph of
g 2(5). Agent Must Writs in Identiving infurriztion. Subject to

Tetephone Number {

1C. Name of Fiom or Corporgkon

S aresic /ednidotosies
- — 1. Business Address (Number, sires(, chy, siale and TP Code}
identification includes: drivar's license: armad forc overnment, # 23
ized coporale ’dﬂr\‘;‘i ! m';’s&ﬁm"i‘:alee‘:\rr:s g‘a?icrn r:;a 2/'!3 5[%— d&/uﬁ’&bﬁ(% 24 3
S| Eiepd e DSer ST S5 od/

i
e credentiat showing the 2ppicant's signature and a serial

1 information that is iraceadls lo the bearar. A phatocopy of your
ua’![ fication may be refained by agent for verifcation. Teleghonz hurmber ’ -
ts a Firr, Name Each Membar Whose Mail [s {have verisable ’
A guardian must list ma na ir G5! Ivefy agdress.)

. Kind of Business 131 Apgh
EK;L/@-H,ﬁ Ve idgotf
Seuwci Conse aRg %47 A / s 02

178, 1 Bodiness N&h e of The Address (Corporetion or Trade Mame) Hes Baen
Registerad, Sive Name of County and Siate. and Date of Hegtstrauor’

T DgiiAs, Tk
| ey 0 78E

vnror”\alrcn may resultin erimingl sanctions: (mc uding fines and

T OPPOF\AT}ON, Give Names and Addyggses'of lis Oficers

ining The furnishing of laise or misleading information on this ferm or omissien
sisonnent) andfor civil sanctions (ircluding mulipte damages and civil penal

iy 3
Signeture of AgentNotary Public §17. Signatwe g ,,pncam i %q}yﬁ!’oﬂ,
s m‘)p@w .

7 TrisSorm on 1

e
ret al www.usSps.Cor

o 1583, March 1909
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UNITED STATES

POSTAL SERVICE

September 20, 1999

Sabiha Zubair

Mail Boxes Etc.

10310 Main Street
Fairfax, Va. 22030-2410

Dear Ms. Zubair:

Based on a review of your agency, it has been determined that Mail Boxes Etc., does not
comply with applicable standards for the operation of commercial mail receiving
agencies. These findings are discussed in detail below. In accordance with postal
regulations, delivery service to Mail Boxes Etc., will be suspendexl effective 14 days from
your recefpt of this letter unless it is demonstrated that your agency is in compliance with
postal regulations.

Under Domestic Mail Manual (DMM) D042.2.6, a Form 1583 must be submitted by each
customer receiving mail addressed to your agency.

A review of your agency’s operations was conducted on 9-20-99, This review identified
the area in which your agency fails to comply with postal standards. It was determined

hat fifty-four (34) customers have not submitted updated application form 1583, Based
on this evidence, I find that your agency does not comply with DMM D042.2.6.

In accordance with DMM D042.2.6, delivery service to your agency is suspended,
effective 14 days from your receipt of this letter, unless you provide, by that date, a
writien staternent and evidence demonstrating compliance with the standards applicable
to the operation of commercial mail receiving agencies, This staterent should be
directed to the undersigned. Please call Bonnie Fairbrother at 273-5571 if you have any
quesiions concerning this determination or the standards applicable to commercial mail
receiving agencies.

Postmaster
Fairfax, Va. 22030-9998

Recld A|28]% 4
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Questions for the Record to Mr. Anthony J. Crawford
From Subcommittee Chairwoman Sue Kelly

Mr. Crawford, during the filming of a CMRA Postal Training video, you said, “The
primary purpose for the changes are to protect the integrity for the mail and deter those
who would use the anonymity of the mail to prey on unsuspecting citizens and businesses.
Inspection Service investigations have revealed a sharp increase in fraudulent activity
involving the use of CMRA addresses. The schemes usually often involve fraudulent
credit card applications and mail order transactions using an address different from that of
the victim. There are numerous cases on record relating to these activities and the losses
to the public and businesses are in the hundreds of millions of dollars.”

1. By what Postal Inspection Service “investigations” did you base the statement where
you said there was an “increase in fraudulent activity?” Please provide the documents
or a summary thereof.

2. Do credit card companies and other financial institutions already have the ability to
recognize the address of Commercial Mail Receiving Agencies through a Delivery
Sequence File (DSF) database, provided by the United States Postal Service (USPS)?

3. If financial institutions used the DSF, would they know when an individual is changing
an address to a CMRA?

4. Why did USPS officials ignore an invitation from the Small Business Administration to
participate in a roundtable discussion to discuss the regulations on June 11, 19997

On Page 6 of your testimony, you state that “we have been urged by many different
groups to take action, and that is what we have done. On August 27, 1997, we published
the original proposed revisions to the regulations in the Federal Register for a 60-day
comment period. At the request of the CMRA industry we republished the proposed
regulation in the November 24 Federal Register to allow an additional 30 days for
comments,”

5. Please list the different groups that urged the Postal Service to “take action” during
the first comment period?

6. Please list the different groups that urged the Postal Service to “take action” during
the second comment period?

On July 13, 1999, Government Relations Representative Sheila T. Myers wrote Chairman
Talent stating, “during the notice and comment period, the Postal Service received 8,107
letters. They included expressions of support from organizations representing thousands
of leading businesses, key law enforcement agencies, and millions of American consumers,
including: the National Consumers League, the American Bankers Association, the
Advertising Mail Marketing Association, the Parcel Shippers Association, the American
Financial Services Association, and the International Association of Financial Crimes
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Investigators. The Secret Service and numerous state attorneys general also support the
changes. Mail Boxes Etc., the leader in the commercial mail receiving business, also
acknowledges the need for the regulations. Most of the letters opposing the changes were
form letters.”

How many times did USPS disseminate this statement to Congressional offices?
Please list the names of the offices affected.

How many times did USPS disseminate a similar statement to Congressional offices?
Please list the names of the offices affected.

During the 1997 notice and comment periods, list the names of the key law
enforcement agencies that expressed support for the rule.

Mr. Crawford, on page 3 of your testimony you also stated that “nearly half of the
nation’s state attorneys general, have expressed support of the revised CMRA rules as a
way to curb fraud.”

10.

11

15.

Did a State Attorney General or an organization representing a collection of State
Attorneys General provide comments to the USPS during the 1997 comment periods?

During, before and after the comment period, please provide the Committee every
letter of support from an office of a State Attorney General.

. USPS claims that victims of CMRA fraud are the real catalyst behind the regulations.

Did any victims of CMRA fraud support the regulations by providing comments?

. Ms. Rachel Heskin testified that most of the comment letters opposing the proposed

regulation came from stakeholders affiliated with her organization. Did Mail Boxes
Etc. support the regulations during the 1997 comment periods?

. Mr. Spates submitted a copy of a March 10, 1999 letter from Vermont Assistant

Attorney General Elliot Burg to Mail Boxes Etc. Senior Franchise Counsel Isabel
Weeks-Lambert to Committee staff one week prior to the hearing. Is this the same
letter Mr. Spates submitted for the record during the hearing? If not, please provide a
copy of the letter.

Considering the Postal Service supplied the aforementioned document to the
Committee, can we assume the Postal Service met with the Vermont Attorney
General’s office about its plans to finalize the rule?

. Mr. Crawford, did an official for the Postal Service ask the Vermont Attorney

General’s office to write a letter to Mail Boxes Etc. fifteen days before issuing the final
rule?

. Please produce copies of the laws and court decisions in Pennsylvania and Arizona

that prohibit the use of “suite” or “apartment.”
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19.

20.

21.
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Does USPS believe states have the right to regulate address designations on interstate
mail?

Does USPS believe Sandi Taylor is committing a crime for using “Suite” as her
address designation?

On Page 10, Mr. Crawford, you state that, “some small business representatives still
want to use the designation ‘suite’ in their private mailbox addresses, even though it is
a deception.” Do you think the costs of complying with the regulation might be a
legitimate rationale for Sandi Taylor refusing to change her “deceptive” address
designation? If not, please provide analyses that show the costs of compliance are
negligible.

Is USPS planning to regulate the “misleading and deceptive” addresses listed in Mr.
Morrison’s attached testimony?

Mr. Crawford, you stated on page 8 of your testimony that, “we began the process of
revising the regulations back in the fall of 1997. We gave interested parties two separate
opportunities to voice their concerns, and we studied and considered those comments for
well over a year before issuing the March regulations. After we published the revised
rules, however, we began receiving calls and letters from Members of Congress and others
about the impact these changes would have on the CMRA industry and their customers.
Some of these concerns were familiar to us. Some, however, were entirely new.”

22

23.

Please list the stakeholder “concerns” that “were entirely new” to USPS officials after
it issued the final rule.

Does any proposed regulation or the Domestic Mail Manual contain a definition of a
CMRA?

a. If so, Please provide a copy of a document stating the definition.

b. Ifnot, does Patricia M. Gibert’s April 29, 1999 attached memorandum to
USPS “vice presidents, area operations, district managers” entitled
“Commercial Mail Receiving Agency” represent the first effort by USPS to
establish a definition of a CMRA?

c. Was this also the first time USPS officials included “Corporate Executive
Centers” (CECs) in its definition of a CMRA?

1. I not, please provide previous documents where CECs are included in
the definition of a CMRA.
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DeroRaH K. WILLHITE
SInioR VIoE PAssioent

ERNMENT RELATIGNS AND PUsLIC Poiicy

UNITED STATES

F POSTAL SERVICE

November 19, 1999

Sue Kelly

Chairwoman

Subcommittee on Regulatory Reform
and Paperwork Reduction

Committee on Small Business

House of Representatives

Washington, DC 20515-6319

Dear Chairwoman Kelly:

This is in response to your request for written responses for the record following the October 19
CMRA hearing before your Subcommittee on Regulatory Reform and Paperwork Reduction. Our
responses are enclosed, hard copy version and on diskette.

| trust this information responds to your concerns. Please let me know if | may be of further
assistance.

i

475 L'En=anT PLazs SW
WaskingTon DC 20260-3500
202-288-2508

Fax: 202-268-2503
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U.S. House of Representatives
Subcommittee on Regulatory Reform and Paperwork Reduction
Committee on Small Business

Questions for the Record to Mr. Anthony J. Crawford
from Subcommittee Chairwoman Sue Kelly

Mr. Crawford, during the filming of a CMRA Postal Training video, you said, "The
primary purpose for the changes are to protect the integrity for the mail and deter
those who would use the anonymity of the mail to prey on unsuspecting citizens and
businesses. Inspection Service investigations have revealed a sharp increase in
fraudulent activity involving the use of CMRA addresses. The schemes usually often
involve fraudulent credit card applications and mail order transactions using an
address different from that of the victim. There are numerous cases on record relating
to these activities and the losses to the public and businesses are in the hundreds of
millions of dollars."

1. By what Postal Inspection Service "investigations” did you base the statement
where you said there was an "increase in fraudulent activity?" Please provide the
documents or a summary thereof.

Answer: This statement is based on a number of criminal cases reviewed during
1997 and 1998 involving CMRAs. Attached is a summary of some of these cases.
Also attached is an industry newsletter that indicates the CMRA industry was aware of
the increase in fraudulent activity at CMRAs as early as 1994. (See Attachment #1)

2. Do credit card companies and other financial institutions already have the ability
to recognize the address of Commercial Mail Receiving Agencies through a
Delivery Sequence File (DSF) database, provided by the United States Postal
Service (USPS)?

Answer: Mailers do not have direct access to the Delivery Sequence File (DSF) from
the Postal Service. The DSF contains all addresses to which the Postal Service
delivers. The Postal Service does not maintain a database solely consisting of CMRA
addresses. Large mailers present their address lists to commercial licensed vendors
to match their addresses for accuracy against the DSF. During this process, mailers
may request that the vendor identify any of the addresses on their lists that are CMRA
addresses. Small businesses and individuals do not use this service.

3. |ffinancial institutions used the DSF, would they know when an individual is
changing an address to a CMRA?

Answer: The DSF does not contain names. The institution will become aware that an
addressee is using a CMRA address only if the individual’s address is listed on the
address lists submitted to the commercial licensed vendor.
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4.  Why did USPS officials ignore an invitation from the Small Business
Administration to participate in a roundtable discussion to discuss the regulations
on June 11, 19997

Answer: The Postal Service did not ignore the invitation. A postal representative
discussed the roundtable invitation with the Small Business Administration (SBA)
representative by telephone and advised that schedule conflicts would preclude a
representative from the Postal Service attending the conference on June 11. The
postal representative did offer Postal Service attendance at future events if sufficient
time was provided to schedule a participant. A SBA representative has participated in
the CMRA working group discussions.

On Page 6 of your testimony, you state that "we have been urged by many different
groups to take action, and that is what we have done. On August 27, 1997, we
published the original proposed revisions to the regulations in the Federal Register for
a 60-day comment period. At the request of the CMRA industry we republished the
proposed regulation in the November 24 Federal Register to allow an additional

30 days for comments.”

5. Please list the different groups that urged the Postal Service to "take action™
during the first comment period?

Answer: Mr. Crawford’s testimony was referring to groups such as the credit card
industry who were working with the Inspection Service jointly to develop initiatives to
deter mail fraud or the organizations that provided comments to our proposed rule
published in November 1997. The Postal Service received no written comments from
the August 27, 1997, Federal Register notice of proposed rule with request for
comments. The comment period was 30 days, from August 27 to September 26, 1997.

6. Please list the different groups that urged the Postal Service to "take action”
during the second comment period?

Answer: During the second comment period the Postal Service received comments
from American Express, Parcel Shippers Association, National Consumers League,
Visa USA and Visa International, Wells Fargo, International Association of Financial
Crimes Investigators, American Bankers Association, American Financial Services
Association, Novus Services, Inc., and the Advertising Mail Marketing Association.
Attached are copies of these letters. (See Attachment #2)

On July 13, 1999, Government Relations Representative Sheila T. Myers wrote
Chairman Talent stating, "during the notice and comment period, the Postal Service
received 8,107 letters. They included expressions of support from organizations
representing thousands of leading businesses, key law enforcement agencies, and
millions of American consumers, including: the National Consumers League, the
American Bankers Association, the Advertising Mail Marketing Association, the Parcel
Shippers Association, the American Financial Services Association, and the
International Association of Financial Crimes Investigators. The Secret Service and
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numerous state attorneys general also support the changes. Mail Boxes Efc., the
leader in the commercial mail receiving business, also acknowledges the need for the
regulations. Most of the letters opposing the changes were form letters.”

7. How many times did USPS disseminate this statement to congressional offices?
Please list the names of the offices affected.

Answer: As far as we can determine, a statement concerning the types of
organizations who supported the changes in CMRA regulations was disseminated to
every member of Congress. We do not have a record of the number of times this
statement or a similar statement was disseminated to Members of Congress.

8. How many times did USPS disseminate a similar statement to Congressional
offices? Please list the names of the offices affected.

Answer: As far as we can determine, a statement containing the precise or similar
language concerning the types of organizations who supported the changes in CMRA
regulations was disseminated to every Member of Congress. We do not have a
record of the number of times this statement or a similar statement was disseminated
to members of Congress.

9. During the 1997 notice and comment periods, list the names of the key law
enforcement agencies that expressed support for the rule.

Answer: The Postal Service did not receive any expressed support from key law
enforcement agencies during the 1997 comment period. However, comments were
received from the International Association of Financial Crimes Investigators, Wells
Fargo Fraud Disputes and Investigations, and American Express Worldwide Security.

Mr. Crawford, on page 3 of your testimony you also stated that "nearly half of the
nation’s state attorneys general, have expressed support of the revised CMRA rules
as a way to curb fraud."

10. Did a State Attorney General or an organization representing a collection of
State Attorneys General provide comments to the USPS during the 1997
comment periods?

Answer: Neither a State Attorney General nor an organization representing a
collection of State Attorneys General provided comments to the Postal Service during
the 1997 comment period. It was after the final rule was published and the negative
reaction from the interested groups surfaced that the collection of State Attorneys
General came to the support of the original final ruie.

11. During, before and after the comment period, please provide the Committee every
letter of support from an office of a State Attorney General.

Answer: Attached are the following copies of letters we received from the Vermont
State Attorney General's Office:
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Letter dated September 30, 1999 from Mr. Elliot Berg, Assistant Atiorney General
State of Vermont:

Letter dated October 14, 1999 from Mr. Elliot Berg

Letter dated October 22, 1999 from Mr. Elliot Berg representing of states of Alabama,
Arizona, Georgia, Hawaii, Idaho, Kansas, Nevada, Oklahoma, Pennsylvania, South
Carolina, Tennessee, and Wisconsin, as well as the District of Columbia Office of the
Corporation Counsel. (See Attachment #3)

12. USPS claims that victims of CMRA fraud are the real catalyst behind the
regulations. Did any victims of CMRA fraud support the regulations by providing
comments?

Answer: We did not receive any comments directly from victims. Some of the
organizations that responded, and that continue to provide views through our
workgroup, represent or do business with individual consumers and businesses that
are victims of crimes perpetrated by criminals using CMRA addresses. These
organizations, which inciude the National Consumers League, are aware of the
increased fraudulent activity at CMRA addresses because they receive telephone
calls and letters from individual consumers and businesses with reports of being
victimized by these criminals. The Postal Service has a responsibility to protect the
American consumers from mail fraud.

13. Ms. Rachel Heskin testified that most of the comment letters opposing the
proposed regulation came from stakeholders affiliated with her organization.
Did Mail Boxes Etc. support the regulations during the 1997 comment periods?

Answer: Mail Boxes Etc did not provide any supporting documentation during the
1997 comment period. On March 26, 1999, Mail Boxes Etc. Public Relations Director
Richard Hallabrin submitted a statement on CMRA regulations. That statement is
attached. (See Attachment #4)

14. Mr. Spates submitted a copy of a March 10, 1999 letter from Vermont Assistant
Attorney General Elliot Burg to Mail Boxes Etc. Senior Franchise Counsel Isabel
Weeks-Lambert to Committee staff one week prior to the hearing. Is this the
same letter Mr. Spates submitted for the record during the hearing? If not, please
provide a copy of the letter.

Answer: Mr. Spates did not submit any letter for the record. Mr. Crawford submitted
a letter from Elliott Burg dated October 14, 1999. A copy of this MBE letter is
contained in Attachment #5. The March 10 letter came from U.S. Postal Service
Government Relations in an information packet before the hearing.

15. Considering the Postal Service supplied the aforementioned document to the
Committee, can we assume the Postal Service met with the Vermont Attorney
General's office about its plan fo finalize the rule?

Answer: The Postal Service did not meet with the Vermont Attorney General's office
about its plans to finalize the rule.
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16. Mr. Crawford, did an official for the Postal Service ask the Vermont Attorney
General's office to write a letter to Mail Boxes Etc. fifteen days before issuing the
final rule?

Answer: The Postal Service did not ask the Vermont Attorney General's office to write
a letter to Mail Boxes Etc. at any time. On May 11, 1999, Mr. Craig Stewart of Mail
Boxes Etc. faxed a copy of the March 10, 1999 letter addressed to them from the State
of Vermont, Office of Attorney General requesting that Mr. Spates assist them in
addressing the issue. A copy of the letter and fax request is attached. (Attachment #5)

17. Please produce copies of the laws and court decisions in Pennsylvania and
Arizona that prohibit the use of "suite” or "apartment.”

Answer: Attached is a copy of the court decision regarding the Commonwealith of
Pennsylvania and Mail Boxes Etc. USA, inc. There is no court decision in Arizona
regarding Mail Boxes Etc. Complaints in the State of Arizona were pursued through a
local consumer protection regulation. (Attachment #6)

18. Does USPS believe states have the right to regulate address designations on
interstate mail?

Answer: States are not permitted to enact statutes or regulations that are
inconsistent with postal laws or regulations or adversely affect postal operations.

19. Does USPS believe Sandi Taylor is committing a crime for using "Suite” as her
address designation?

Answer: No, the Postal Service does not believe Ms. Taylor is committing a crime for
using “Suite” as her address designation. However, the use of “suite” as part ofa
CMRA address will be in violation of postal regulations after April 26, 2000. The
Postal Service feels the CMRA regulations are specific in explaining the acceptable
address options a CMRA box holder may use.

20. On Page 10, Mr. Crawford, you state that, "some small business representatives
still want to use the designation 'suite' in their private mailbox addresses, even
though it is a deception." Do you think the costs of complying with the regulation
might be a legitimate rationale for Sandi Taylor refusing to change her "deceptive”
address designation? If not, please provide analyses that show the costs of
compliance are negligible.

Answer: No, the Postal Service does not believe the costs associated with complying
to the CMRA regulations is a reason for a CMRA box holder to refuse to change their
address designation. The Postal Service took specific steps to ensure that such costs
are minimized. The original 6-month grace period to deplete old stationery and advise
correspondents of a new address was extended to one year, to April 26, 2000. Based
on our experience with other similar address changes, such as ZIP Code changes, the
Postal Service believes one year will permit the vast majority of businesses to use up
old stock and advise correspondents of the change during the course of ordinary



187

6

business instead of special mailings. The Postal Service is also sensitive to the
possibility of potential customers using old addresses from older catalogs or
promotions. The Postal Service has explained that receipt of this type of mail with the
old address will not be returned to the sender if the box holder has made the effort to
advise his or her correspondents of the new address. (See Attachment #7)

For the October 19th hearing the Postal Service included, as part of its written
statement, an attachment that addressed the proposed costs associated with the
revised regulations. A copy of the attachment is provided for your review.

21. Is USPS planning to regulate the "misleading and deceptive" addresses listed in
Mr. Morrison's attached testimony?

Answer: The use of addresses listed in Mr. Morrison’s testimony are not comparable
to the “misieading or deceptive” practice in the use of “suite” in the address of a box
holder renting a private mailbox. The addresses listed by Mr. Morrison specify the
true identity of the physical or mailing address. The businesses listed with “vanity”
addresses within a few blocks of the Capitol are physically located and operate out of
these buildings, although the entrance to the building is not on street listed in the
address. The Washington DC government assigned the street addresses, not the
Postal Service. The Pentagon and most other federal government agencies located in
the Washington, DC Metro area have a unique Washington, DC ZIP Code mailing
address. The intent of these mailing addresses is not to identify the location of the
building (s) that these agencies occupy. The unique ZiP Codes are designed to
separate mail at origin or during the primary process at destination for large
organizations that generate vast amounts of mait volume. This process reduces
handling for the Postal Service and provides an earlier receipt of mail for the large
organizations. The addresses listed in Minnesota, lllinois and New York are PO Box
mailing addresses located in those cities. The use of the term “PO Box” eliminates
any impression that the addressee operates out of a suite at that location. There is no
requirement that a post office box holder (or a CMRA box holder for that matter), be
physically located in the same city where he or she rents a mailbox.

Mr. Crawford, you stated on page 8 of your testimony that, "we began the process of
revising the regulations back in the fall of 1997. We gave interested parties two
separate opportunities to voice their concerns, and we studied and considered those
comments for well over a year before issuing the March regulations. After we
published the revised rules, however, we began receiving calls and letters from
Members of Congress and others about the impact these changes wouid have on the
CMRA industry and their customers. Some of these concerns were familiar to us.
Some, however, were entirely new."

22. Please list the stakeholder "concerns” that "were entirely new" to USPS officials
after it issued the final rule.
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Answer: After the final rule was issued, the National Coalition Against Domestic
Violence contacted the Postal Service regarding the need for privacy by battered
women and their children. They voiced concern about the release of information from
Postal Service Form 1583. We also received information from the Homeless
Coalition. They were concerned that CMRA mailbox rental would not be available to
homeless persons since they don’t have home addresses. The Corporate Executive
Centers (CEC) contacted us concerning the extent to which their businesses might be
defined as CMRAs. The CMRA working group made a sincere effort to accommodate
the concerns of each of these groups.

23. Does any proposed regulation or the Domestic Mail Manual contain a definition of
a CMRA?

Answer: The Domestic Mail Manual CMRA regulation D042.2.5a defines a
commercial mail receiving agency as an agent that receives delivery of mail for others
and holds it for pickup or re-mails it to the addressee, prepaid with new postage.

a. If so, please provide a copy of a document stating the definition.

Answer: A copy of the final regulations was published in the March 25, 1999, Postal
Bulletin and the Federal Register (attached). The Postal Service's original definition
and promulgation of regulations for CMRAs was in 1960 (attached). The Postal
Service addressed issues regarding CECs in the early 90s, i.e., requests for individual
delivery to CEC customers, rather than bulk delivery to CEC management. As an
incidental part of this effort, the Postal Service also addressed the possibility that the
CEC might be a CMRA. (See Attachment #8)

b. If not, does Patricia M. Gibert's April 29, 1999 attached memorandum to USPS
"vice presidents, area operations, district managers" entitle "Commercial Mail
Receiving Agency” represent the first effort by USPS to establish a definition of
a CMRA?

Answer: Answered in part a.

¢. Was this also the first time USPS officials included "Corporate Executive
Centers" (CECs) in its definition of a CMRA?

Answer: Answered in part a.

1. If not, please provide previous documents where CECs are included in the
definition of a CMRA.

Answer: July 1991 document is attached. (See Attachment #8)
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EXAMPLES OF INSPECTION SERVICE INVESTIGATIONS INVOLVING
PRIVATE MAIL BOXES AT COMMERCIAL MAIL RECEIVING AGENCIES

MAIL THEFT AND IDENTITY FRAUD

Chicago, IL; April 1997 - A suspect opened an investment club account at a large
stock brokerage firm in an alias name. Credit card convenience checks stolen
from the mail issued by a large bank were used to open the investment account.
The mailing address listed for this account with the brokerage firm was a
Commercial Mail Receiving Agency (CMRA} in Chicago. Inspectors arrested the
suspect at the CMRA as he received a $26,000 account closeout check from the
brokerage firm. Other fraudulent identification was also in his possession at the
time of his arrest.

Washington, DC; August 1996 - A group of Nigerian nationals submitted several
fraudulent credit card applications to banks including CMRA return addresses to
receive credit cards. There was a connection with another gang also operating in
the Houston area. This gang also used post office boxes to receive credit cards
obtained fraudulently. The total loss i§ expected to exceed $800,000.

!
Champaign, IL; August 1997 - A Nigerian national was arrested by Champaign
police officers for use of fraudulent bank and credit czrsd}péo s with losses
totaling over $69,000. Stolen personal checks were wsed to establish bank
accounts at several area banks. Several personal addresses also given by the
suspect were CMRBA addresses in the area. A total of thirty-four fictitious
identities were used during the course of the scheme.

Colorado Springs, CO; May 1997 - A Nigerian national residing in Houston opened
fraudulent bank accounts in Colorado Springs, Pueblo, Boston, and Houston with
the help of an accomplice. CMRA addresses in all locations were used to receive
the account checks and banking information. Bank convenience cheacks stolen
from the mails were used to kite money between the bank accounts, Upon
conviction, the defendant received 10 months in federal prison, and forfeited over
$86,000.

New York, NY; October 1897 - A Russian national was convicted of Racketeer-
Influenced and Corrupt Organizations {RICO} violations and other charges such as
bank and credit card fraud. Stolen checks, credit cards and account numbers
were used by Russian gang members who opened more than 150 bank accounts
in NY, NJ, Boston, Cleveland, Baltimore, Washington, DC and Miami to negotiate
the stolen items. The attempted fraud was in excess of $3 million. The stolen
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credit card numbers were used to order merchandise from mail order companies
which was then sent to CMRA addresses in the New York and Miami areas.

FRAUDS AGAINST BUSINESSES

Springfield, VA; June 1997 - A suspect was arrested in a “failure to pay” mail
fraud scheme after he used several different CMRA addresses and false identities
to order through the mail collectible coins and currency from coin dealers
throughout the United States. The suspect also created a fictitious business using
a CMRA address and mailed worthless checks to “pay” for the merchandise he
ordered for the “business”. Postal inspectors forcibly arrested the suspect who
was armed and had resisted arrest upon leaving the CMRA.

Richmond, VA: October 1996 - A suspect tried to obtain a corporate investment
check for $900,000 to be sent to a dry cleaners which aiso operated as a CMRA
and rented private mail boxes. The operators of the CMRA had the private mail
box applications completed on the back of dry cleaning receipts. Postal inspectors
intervened in this matter and helped prevent the interception of the check.

Bealeton, VA; June 1995 - A suspect used a series of CMRA addresses to
perpetrate his “false-billing” mail fraud scheme of sending false invoices to
churches across the country for cleaning supplies they neither ordered nor
received. He also used CMRA addresses for his car registration and driver’'s
license to avoid detection. When he opened a private mailbox at one CMRA, his
box rental application would only lead to another CMRA in another town. Even
the suspect’s bank accounts were set up using CMRA addresses.

FRAUDS AGAINST CONSUMERS

Littie Rock, AR; March 1997 - A Georgia resident pleaded guilty to mail fraud with
potential losses of approximately $196,000 in a scheme which involved sending
fake prize notifications to over 5,000 people in 39 states. The fake notices were
mailed in Atlanta, but the recipients were requested to return the $39 “judging
fee” to a CMRA private mail box address in Little Rock. Postal inspectors
recovered an additional 2,107 victim letters sent to the private mailbox that
contained cash, checks or money orders related to this scheme.

Tampa, FL; October 1897 - An investment scheme promising very high rates of
return was directed against elderly victims using direct mail solicitations and a
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return address to a CMRA private mail box. Loss to 35 known victims was over
$1 million.

Philadelphia, PA; April 1997 - A suspect ran an illegal sweepstakes promotion
using a CMRA private mail box return address for the receipt of mail from victims.
Over 50,000 mailings were made between May and July 1997. The suspect was
previously convicted of mail fraud for a “cents off coupon” mail fraud scheme.
The suspect signed a consent agreement to cease operation of the scheme.

San Francisco, CA; June 1996 - A “work-at-home” envelope stuffing mail fraud
scheme using a CMRA business return address was shut down with a civil
administrative action stopping the suspect’s receipt of mail.

Lemoyne, PA; April 1997 - A suspect mailed solicitations throughout the U.S. to
postal customers requesting $25.00 for an alleged “psychic” prediction and a
potential “financial windfall” for the recipient. The solicitation contained
misrepresentations designed to mislead the consumer, and the mailing address of
the psychic was a CMRA private mail box. Mail sent to this CMRA address by
victims was then forwarded by the CMRA operator to various addresses in
Canada.

FRAUDS AGAINST THE GOVERNMENT

Washington, DC; May 1997 - A suspect pleaded guilty to mail fraud and filing a
false tax return in a million-doliar scheme to defraud the RS, HUD, and the
Department of Education. The suspect worked with at least 11 other persons to
mail 800 phony tax returns and 30 fraudulent student loan applications. At least
11 CMRA addresses were used to avoid detection while conducting the various
schemes.

Allenwood, PA; January 1997 - Inmates at the Allenwood Federal Penitentiary
were filing false income tax returns in numerous states and the monies realized
from the scam were used to purchase narcotics. The narcotics were then
smuggled back into the prison. CMRA addresses were used by groups on the
outside to receive the tax refund checks.

Boston, MA; May 1997 - A suspect devised a scheme to defraud the states of
Connecticut, Pennsylvania, New Jersey, and District of Columbia by submitting
false interstate unemployment claims in the names of fictitious individuals. CMRA
addresses were used extensively to perpetrate the scheme.
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PROHIBITED MAILINGS - OBSCENITY

Houston, TX; Springfield, VA; Wilmington, DE; Dallas, TX - In each of these
locations, there were cases in which child pornography was received at CMRA
private mail box addresses controlled by the suspects and rented under assumed
names. These suspects did not want the illegal mailings received at their
residence addresses, so they utilized CMRA addresses to remain anonymous. In
obscenity cases of this type, postal inspectors often make controlied deliveries of
the obscene material and conduct surveillance on the CMRA private mail box
address until a suspect picks up the illegal mailings. Then the arrest is made and
evidence of the crimes is recovered.

PROHIBITED MAILINGS - NARCOTICS

Antioch, TN; May 1997 - Profiles of outgoing Express Mail packages resulted in
the seizure of over $19,000 in cash in drug proceeds. The return address used on
the packages was a CMRA private mail box address and the personal information
used to rent the private mailbox was false.

Los Angeles, CA; November 1997 - A CMRA owner/operator operated a scheme
whereby he would use closed out private mailboxes turned over by legitimate
customers to receive money for narcotic purchases from Atlanta, Pittsburgh and
Washington areas. The suspect had prior narcotics trafficking and credit card
fraud arrests.

Wichita Falls, TX; September 1997 - A controlled delivery (surveillance used) of
116 grams of methamphetamine was made to a CMRA private mail box address
and the female suspect was followed to another address where she was arrested
with the package which was now open. She admitted to receiving at least 20
other mailings containing narcotics. It is common for private mail boxes to be
used to receive illegal mailings, including narcotics.

END
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EXAMPLES OF INSPECTION SERVICE INVESTIGATIONS
INVOLVING PRIVATE MAILBOXES AT COMMERCIAL MAIL
RECEIVING AGENCIES

MAIL THEFT AND IDENTITY FRAUD

San Clemente, CA; August 1998-A suspect caused to be mailed over 15
fraudulently acquired credit cards utilizing the personal information of victims
acquired via fraudulent methods. The total loss to the credit card industry
via this scheme was over $500,000.

Philadelphia, PA; October 1998- Three suspects were arrested for operating
a credit card scheme and using false identification. Credit cards were
received at CMRAs from local banks. The suspects would request
emergency replacement cards. The CMRA owner alerted the Inspection
Service of the suspected illegal activity.

Newark, NJ; December 1998- A suspect was arrested in North Bergen, NJ
by postal inspectors, FBl and U.S. Secret Service Agents of the West African
Task Force. Several fraudulently obtained private mailboxes were identified
at the North Bergen address, and the multi-agency team subsequently
established surveillance. On December 17, 1998, the suspect entered the
CMRA and was observed removing financial mail not addressed to him from
a private box. The suspect was arrested after leaving the CMRA. At the
time of the arrest the suspect was in possession of checks and other bank
mail. The suspect stated that he had been paid several hundred dollars by
an acquaintance he knew only as “John”” to pick up mail at the CMRA.
This investigation is continuing.

FRAUD AGAINST BUSINESSES

Rutland, VT; October 1998- Suspects from Montreal, QC, and Ottawa,
Ontario conducted a telemarketing prize promotion involving false
representations victimizing Canadians. In furtherance of the scheme, they
incorporated National Clearing House Inc. in New York, showing a mail drop
as its address. They received money in and laundered it out of a bank
account at one of the suspect’s bank in Rutland, Vermont.

FRAUD AGAINST CONSUMERS
Cyrpress, CA; October 1997-The defendants in this case were doing

business as Air Supply Heating and Air Conditioning. They were charged
with misrepresenting and coercing victims, mostly elderly, into purchasing
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equipment or repairs at inflated prices. The defendants were arrested in
April 1998, In June 1998 a notice of withholding mail pursuant to 38 USC,
30B/3004 were initiated against the CMRA controlled by the defendants.

Williamsport, PA; July 1998- A suspect has been placing ads in various
newspapers offering, for a fee, workshops and/or seminars to train people
interested in taking a postal employment exam. In addition to the $30
registration fee, the suspect collects an additional $20 for providing a 1-800
number, which he claims provides locations where postal exams will be
given. For an additional $179.00 the suspect promises to supply additional
study materials, including video and audio tapes, and give the applicant the
ability to transfer their test scores from one post office to another.

San Francisco, CA; August 1988-This case involves a Beanie Baby scam
using the Internet and a failure to render service. An unknown subject was
advertising at an AOL Internet site to trade expensive collectible Beanie
Babies, which are small stuffed toys. The agreed upon item was not
provided to the consumers. Mail was being received at a CMRA address
and false information was used to open the box. A notice of withholding
mail was subsequently issued. No one came forward to claim the detained
mail. On September 17, 1998, another order was issued to return all mail to
the sender.

Elmira, NY; September 1998- Various individuals opened boxes at numerous
CMRAs {MBE} promoting a work-at-home scheme (envelope stuffing).
Respondents were directed to submit CMRA owner per the instruction of the
boxholder forwarded orders to the address on the advertisement, orders to
Elmira, NY. Twelve (12} CMRAs in eight {8} states were identified.

Seattle, WA; December 1998-A suspect pled guilty and was sentenced for
conspiracy for involvement in a scheme that allegedly began in 1990 and
continued until August of 1996. The suspect used direct marketing
methods, including mailing and telemarketing to collect more than $128
million from consumers in 14 states. Approximately 25 CMRAs were used
to accept and forward mail. As part of the guilty plea, the suspect was
ordered to pay $11.7 million in restitution to victims in the United States.
During the investigation, postal inspectors compiled a database of
information on 880 individuals, each of whom purchased lottery chances
from the suspect. Of the 192 respondents, inspectors found that victims
averaged 74 years of age and losses averaged from $10,000 to $329,000.
For more details see the NEWS RELEASE that is attached and is listed on the
Postal Service’s WEB page.
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PROHIBITED MAILING-OBSCENITY

Lansing, MI; January 1998- A controlled delivery of child pornography was
made to a suspect at Mail Boxes Etc., in Lansing, MI. The suspect indicated
that receiving pornography through a private mailbox was not as “high risk”
as the post office.

PROHIBITED MAILING-NARCOTICS

Houston, TX; June 1998- On June 16, 1998, two suspect parcels were
identified by Houston postal inspectors during a routine transfer of mail
between planes. On June 17 the parcels arrived in St. Paul and search
warrants were obtained and executed disclosing roughly 12 pounds of
marijuana in each parcel. On June 18, with surveillance in place, a postal
inspector made a controlled delivery to the addressee. The suspect
acknowledged he expected the parcel, however, indicated that he received it
on behalf of a friend and agreed to cooperate with inspectors. Inspectors
observed the suspect selling approximately 10 pounds of marijuana to a
second suspect. Both suspects were arrested on possession charges.



Do We Need Big Brother?

[am going to voice a personal
opinion this month, and I hope
1 don't offend our members. For
many years, I have watched the
proliferation of ads in Entrepreneur,
Inc., ete. that tout “mail service -
privacy guaranteed” or “confiden-
tial suite address.” The ads seem
to target that segment of society
that nieeds to “hide” from credi-
tors, law enforcement or their ex-
wives by promising secrecy. There
are also books that promote “Dis-
appear and Never Be Found” and
the like by use of mail drops. The
article discusses neighboring com-
panies that use mail centers to hide
from the paying public. These
companies advertise, accept
money from unsuspecting people
and then leave without fulfilling
orders. When the dissatisfied cus-
tomer comes looking for them,
they’re faced with a small mailbox
and an operator who can't, or
won't, give them any information.
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I think it's time that we try to put
a stop to'this.

" Editorial

1f the legitimate mail center opera-
tor does not help to police the in-
dustry, we are going to be regu-
lated by state and national govern-
ment. Allit's going to takeis a few
persistent calls from upset con-
stituents to members of their state
Senate or Congress, and you can
bet that these regulation-happy
bureaucrats will jump on this in-
dustry with both feet {It's already
happened to a degree in Pennsyl-
vania). We need to more strictly
monitor to whom we rent boxes
and what type of activity is con-
ducted by those boxholders. Un-
less, of course, we would rather
have our lawmakers do it for us,

Some of the signs to watch out for
include:

* The “I fost my ID” routine.
{(How many times have we
heard that one?)

-

Boxes of checks arriving from
more than one bank right after
the box was opened.

.

People renting a box for a busi-
ness name but not having so
much as a business card to
show they have the business.

-

Mail arriving for several other
businesses names immediately
after the box was opened.

The only “mail” the boxholder
gets is overnight letters or pack-
ages.

Most of us run clean, above board
mail centers, and we would like to
continue without government in-
terference. Will we be able to con-
tinue, or will the few “bad apples”
spoil it for the rest? The choice is
ours —regulate ourselves or let Big
Brother further into our lives. ¢

Attachment 1

Fiorida Newspaper
Blasts Mail Centers

— e
An article in the Ft. Lauderdale .
Bun/Sentingl earlier this year de-
tails the way that scam artists use
mail centers to hide from the pub-
iic. Florida is a state that allows
the use of “suites” for box renters,
and within the past year over
2,400 complaints were lodged with
the Florida Better Business Bureau
regarding businesses hiding at
maildrops. The article states “For
those in the business of fraud, rent-
ing private boxes is like playing a
game of hide and seek - hide your
identity and seek legitimacy.”
Detailed in this article are horror
stories from individuals who have
lost money, in some cases thou-
sands of dollars, to shysters rent-
ing boxes at private mail centers.
The Florida BBB has reportedly
gone so far as to compile a list of
mail drops, and has circulated
same to banks, police depart-
ments, and consumer agencies. At
least one bank, First Union, has
refused new accounts based on
information from this list.

Twomail center operaiors {neither
one is an AMPC member) inter-
viewed in the article make no
bones about checking 1D's and re-
viewing incoming mail. They rec-
ommend self-policing in the in-
dustry and cooperation with law
enforcement agencies.

Ed. note: The article describad
above was based on information
about mail centers in Florida.
AMPC does not take the position
that Florida mail centers are opet-
ated in a fraudulent manner ~we
are merely showcasing an article
that was very negative about mail
centers. ¢ .

—

The road to success is al-
ways unider construction.
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If It Walks Like A Duck...

he scams perpetuated by mail”
box renters continue unabated.

Assoonasone is stopped in one
location, it pops up somewhere else.
In this issue alone, we reveal informa-
tion from members who have will-
ingly shared their experience with
these scoflaws. {See Letters, pg 8) The
most blatant case we've seen lately,
however, is the tale told to us by Randy
Osberne of Packages & More in
Elizabethtown, KY.

Randy received acall from aman who
said he had been called out of the
country as his father needed emer-
gency surgery. This man wanted
Randy to package and ship wedding
gowns. He also wanted him to ship
bail bonds for overnight delivery
across the country. How a man would
be connected with wedding gowns
and bail bonds was Randy's first clue
that something was not right

The caller sent Randy a fax outlining
their conversation, stating that a certi-
fied check for $3,000 would accom-
pany his first order, and that the bail
bonds were to be charged to a credit
card. He even offered to pay Randy a
6% handling charge for accepting the
credit card. It just happens that Randy
is a good friend of the president of the
bank mentioned in this fax, so he
called to check on this guy. Sure
enough, the bank had never heard of
him, and when Randy brought this to
his attention when he called back, the
mart hung up and was not heard from
again. {Surprise, surprise, the credit
card was not his, either)

e
Not again, that is, until a week later
when another member in Oklahoma
City called the AMPC office to report
ascam. It was the same man, now op-
erating under a different alias, but
pulling the same scam. Randy had

Please keep in mind that if
something looks too good
to be true, it probably is.

previously notified the authorities in
Kentucky, and he forwarded the name
of a Secret Service agent that was in-
vestigating the case. We provided that
name to the other Secret Service agent
in Oklahoma City, and can only hope
that they catch this clown before he
manages to really rip someone off.

Luckily, neither of these two members
fell for his line, but other operatars
who are either too new, naive or hun-
gry could get taken in and really end
up in trouble. Please keep in mind that if
somelhing looks too good to be true, it
probably is. No one will pay you an out-

- rageous fee to handle something or
give you a huge deposit up front if
they are legitimate, Take the time to
investigate anyone offering you a
“great deal”. When in doubt, call the
AMPC office for help in determining
if you are being victimized.

If you run into the caller running the
scam above, or have any information
on this individual, please contact Se-
cret Service Agent Joe Bowles at (205)
731-1144. 8 -
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‘Member Speaks Out

3ill Frierdich

(This feature will appear when a
member submits a column or a
lengthy letter. AMPC welcomes
contributions from our members.
The opinions expressed here are
those of the writer.)

FEDERAL EXPRESS POWER-
SHIP PROGRAM

The REAL reason for crossing out
your FedEx account number on
outgoing packages is: It is there
for the “world” (corrupt world) to
see. They can write down your
number, then start using it else-
where around the country, at drop
boxes, etc., as it is a good, work-
ing FedEx number in the system.

We all know what the corrupt
world does with credit cards,
phone credit cards, FedEx num-
b~-=. FedEx has a REAL problem
v «this at their drop boxes! (In
private they will admit this to
you, but NOT publicly!!) We are
part of the solution to stop this,
plus they now have someone to
bill ... US!

When we received the PowerShip
computer, the box also contained
some literature, promotion items,
and CUSTOMER SERVICE SUR-
VEY CARDS.

I personally suggest we ALL toss
these survey cards into the trash.
Why?

A) They ask for the customers’
address, Then does he have a
FedEx account number? What
better way for FedEx to offer, and
set up, more FedEx accounts than
by finding out who is using a Next
Day type service. We all know in
th~ past they set up every Tom,
1 ,Maryand Sally on the street.
Now they can increase this ... plus
WE the Commercial Counter will
no longer make ANY money off

of them. We'll be just a drop loca-
ton, and we, of course, will be
there in person to help the cus-
tomer make sure their paperwork
is all done correctly , eliminating
more of FedEx’s work - free!

B) The survey card also asks
what other type of service the cus-
tomer used in our place of busi-
ness. Once FedEx finds out the
number who have mailboxes,
packaging, etc., etc., are you na-
ive enough to'think they (FedEx)
will not add some of these profit
makers to all of their FedEx loca-
tions? Thus, we'll lose again.

At every meeting, we all want to
know what else we can do to
make more money. One of the
main things is to PROTECT
WHAT WE HAVE NOW.

Look at the number of Direct Pre-
paid Returns by the catalog com-
panies.

Look at the Post Office wanting
to do packaging.

Look at FedEx already supplying
some shipping supplies.

Look at UPS, not offerinj ship-
ping supplies and setting up ac-
counts, just like FedEx.

We need to work with them, but
should not let them pick our
brains for where the most profit
is. Supermarkets, etc., have al-
ready done that. (There is a test
program with KMart and Target
stores to put POSTAL Stations in
their stores.)

We all need to write to FedEx, in
abusinesslike manner, of what we
like about PowerShip, and what
could be changed to benefit our
type of industry and improve for
us Customer Counters.

(Bill Frierdich is the owner of Mail
‘n’ Office in Scottsdale, AZ) T

Get Rid of
Scamming
Boxholders

You KNOW you’ve got box-
holder trouble when the sce-
narios written about on pg. 15
occur in your store. What should
you do? AMPC recommends
GETTING RID OF ANY SCAM
ARTISTS - even if you only sus-
pect they're rotten. Your mailbox
rental agreement should contain
wording that allows you to ter-
minate service upon suspicion of
fraud or other illegal activities.
Here is a suggested clause to in-
sert in your agreement —it might
save you a lot of grief later.

“If you are hiding from creditors
or the law, do not renta box here.
We will not shield you. (Name
of store) will cooperate with all
local, state and federal agencies
and will release information
about you to such agencies and
all postal inspectors upon re-
quest. (Name of store) also re-
serves the right to immediately
terminate service upon suspicion
of fraud or suspected illegal ac-
tivities.”

If you have boxholders who have
already signed an agreement and
you want them out, or at least
want to notify them that they
MIGHT be out in the future,
print the above clause on your
letterhead as an “Official No-
tice”. Be sure to date it and place
a copy in each boxholders’ box
and paper file.

As to the eternal question “But...
can’t they sue me?” Of course,
anyone can sue for any reason
these days, but do you really
think some scoflaw will draw
further attention to themselves
by suing you? Probably not. T
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Boxholder Scam-A-Rama

o any of these situations sound
tamiliar?

M.D. from Florida told us of the
new boxholder that immediately
began receiving several over-
night letters from around the
country. This “customer” re-
ceived no other mail and had
hassled M.D. about showing ID
to rent the box. What was he up
to? More than likely, the
boxholder was calling unsus-
pecting older people and telling
them they had won a major
sweepstakes prize, but in order
to receive it, they would have to
pay the taxes up front by over-
night mail. AMPC recom-
mended that M.DD. immediately
terminate service and advise the
tocal district attorney of sus-

pected fraud.

MM. from California notified
her local postmaster when a
boxholder began receiving mail
for over 20 last names, all slight
variations in spelling of the name
of the renter. M.M. also received
calls from creditors looking for
this boxholder, and wondered
what to do. We again advised
immediate termination and re-
turn of all mail to sender.

Then there’s the fine citizenrent-
ing another box in California.
This crook was answering “parts
wanted” ads in national aute
enthusiast magazines, stating he
had the rare part and would be
happy to ship it upon receipt of
amoney order or cashier’s check.
After pulling this at several bay

area mail centers, the clown was
finally caught and prosecuted.

What have you got to lose by
renting 2 box and turning your
head to whatever scam is being
played by the renter? Plenty. Just
ask D.L. from the Chicago area.
He had a major fight on his
hands trying to get mail service
reinstated to the rest of his cus-
tomers when postal inspectors
determined illegal activities were
being conducted by one renter.
The Postal Service does have the
right to terminate service to YOU
if they sus%ect you're harboring
criminals. ¥

No matter how dire the situ-
ation, always keep your cool.

Services USA

* Make serious money this year on
electronic tax filing

¢ No up front investment

* Pay after you get paid
FEES AS LOW A5 $5 .OO

Where else can you make
aver 300%
on your money instontly?

CALL TODAY
{800} 201-7225

5th ANNUAL HOLIDAY BANNER SALE
< HOLIDAY &%

——

« 2' X 8 Heavy Duty Vinyl

» 2 Color Holiday Graphics

s Free Shipping

« Qutdoor/indoor Use

* Immediate Delivery

¢ Fully Hemmed & Grommeted

+ Best Price Anywhere!

Toke edvantage of your busy season with 1994 's Holiday Banner!
The Banner is made from heavy duty white sutdeor vinyl. Your
wholesale price is on'y $49.50 including shipping! Why pay more?
10 ORDES CALL TOLL FREE

800-237-7220

SIGNS

A
-] INTERNATIONAL o

7245 Topanga Conyon Blvd. « Canoga Pork, CA
—
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Mailbox-renter scams continue

_to proliferate. Nata day goes by
that the AMPC office does not
receive a call asking for advice
on how to deal with a customer
that the store operator knows is
committing fraud. We also re-
ceive our share of calls from
credit granting agencies, district
attorneys, state legislature offi-
cials and all varieties of law en-
forcement officials checking on
addresses of known mail drops.
The crooks are using.our loca-
tions to rip-off the public, and the
public guardians are getting
tired of it.

The concept of the private mail
receiving agency is one that pro-
vides benefits for many consum-
ers. Legitimate small business
operators who work out of their
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will CMRAs Face Stiff Regulations?

homes need a commercial ad-
dress. College students and mili-
tary personnel need safe, stable

=

what you want to face for the
privilege of operating a mail cen-
ter? Would you like to be held

Editorial

addresses to receive their mail.
Battered women need the confi-
dentiality provided by a CMRA.
Unfortunately, the con artists
and thieves have adopted our
industry as their personal hidey-
holes, and we now face attempts
in several states to regulate our
operations.

California has had a law on the
books since January ‘95 that
forces customers of CMRAs to
provide the actual street address
of any boxholder to “any law
enforcement personnel” or offic-
ers of the Consumer Protection
Agency. Banks and other credit-
grantors in Florida will not grant
credit cards or loans to custom-
ers who provide their address as
that of a CMRA. There are strong
rumblings in the states of
Florida, Washington, Oregon
and New York to require CMRAs
to be licensed by the state and to
be closely monitored by the Con-
sumer Protection agencies in
these locales. We have even
heard talk of CMRA operators
facing possible prosecution for
knowingly harboring the low-
lifes that prey on the elderly and
the gullible.

We've said it many times before
—if we fail to regulate ourselves,
we will be regulated, and we
probably won't like it. To those
who say “Hey, their (scammers)
money'’s as good as the next guys
- I just turn my head” - how
would you like to have to be fin-
gerprinted and have a back-
ground check performed onyou
and your employees? Is this

The industry we save from
restrictive regulations
may be our own.

accountable for crooked custom-
ers? All this and more can be ours
if we don’t do a better job of po-
licing our own businesses.

Remember the old “We reserve
the right to refuse service to any-
one” signs that were ubiquitous
in every mom & pop grocery
store? This is a concept that we
should embrace and put a stop
to scamuning customers. We do
indeed have the right to refuse
to rent a box if we don’t like the
‘feel’ of a customer, and we cer-
tainly have the right to cancel
service for anyone suspected of
fraud. What exactly do we fear
that keeps us from more aggres-
sively screening our boxholders?
Do we think that they will retali-
ate in some manner? Won't hap-
pen. Boxholders who are sent
packing will not hang around to
sue or harass the store. We
should also notify all local, state
and postal authorities so that
these sleaze bags can be caught
and jailed.

Those stores who run clean, pro-
fessional operations and do
screen their box applicants de-
serve an accolade. Help is always
available at AMPC for stores
needing support in removing a
crooked boxholder. The industry
we save from restrictive regula-
tions may be our own. T

¥ you make something idiot-proo,
someone will just come
along with o bettes idiot,

Page 2 - December 1995
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California CVIRA’s Hit By New Law

The California state government, in it’s infinite wis-
dom, has passed AB 171 which will become law Janu-
ary 1, 1995. This new law DIRECTLY AFFECTS all
mail receiving operations in California. In this new
attempt to “protect” California consumers, the state
legiclature has gone way overboard and has placed
some extremely onerous regulations on California op-
erators. Some of the provisions of this new law are:

1) CMRA’S will be required to disclose address in-
formation about any boxholder upon the request
of any “law enforcement official.”

2) CMRA's will be required to keep photocopies of
the two forms of picture ID now required, for 2
years after the boxholder has terminated service
with the CMRA.

3) Boxholders will be required to sign a separate
agreement which authorizes the CMRA to act as
an agent for service of process, again for two years
after termination of service.

THE LAW WOULD PROHIBIT A CMRA FROM
PROVIDING MAILBOXSERVICE TO ANY CUS-
TOMER, UNLESS EVERY CUSTOMER SIGNS
THE NEW AGREEMENT.

The only Californians to benefit from this “overkill”
will be the process servers, as they will be guaran-
teed a proof of service whenever the plaintiff has been
a boxholder at a CMRA. Any unscrupulous indi-
vidual that learns of this new law can simply take
even further advantage of the privacy “shield” cur-
rently offered at most stores. Alawbreaker will know
that while a CMRA can legally refuse his/her mail
after they have terminated service, the CMRA would
have to accept legal service for up to two years after
the renter has left. This will be true even if the CMRA
terminated the service due to suspected fraud!

4

Not only will CMRA's be forced to accept this ser-
vice, but they will then have to immediately forward
(at the CMRA’s expense), via first class mail, the sub-
poena or other documents to the boxholders “last
known address”. As we all know, these documents
canbe quite lengthy, and can easily cost $2.90 or more
to mail. No provision is made for the CMRA to re-
coup this money. So in addition to the extra aggrava-
tion and record keeping, the small business owner
must fork out forwarding postage for a legal action
to which he is not really a party.

The other portions of the law which require main-
taining actual copies of ID and the release of address

information to any law enforcement agent are another
bitter pill for CMRA's, because in recent months there
has been a wave of store operators trying to police
themselves and get rid of scammers.

No “grandfathering” period is mentioned, so Cali-
fornia CMRA’s are supposed to hassle their existing
customers until everyone has signed the new agree-
ment.

Of course, who is going to enforce this law is another
story - the State of California lacks the funds to pub-
licly staff its libraries or schools, so the idea of “mail-
box police” is probably not a big threat. It is, how-
ever, another law that all California AMPC members
will be expected to obey.

Just because this has happened in California and you
don't live there, don’t think it can’t happen to you.
Florida is poised to pass equally restrictive legisla-
tion because of the huge number of consumer com-
plaints about “boiler room” operations hiding behind
a private mail box. A bill-happy assembly person in
any state can jump on this bandswagon in the name
of “consumer protection” and make it law in your
state. @

LCW COST - HIGH RETURN
DESK TOP COIN PHONES

BEST WHOLESALE PRICES IN THE US...
WE WILL NOT BE UNDERSOLD!
FORGET THE REST, CALL THE BEST!

G-TEL

January 1995 - Page 9
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- New Postal Rule May Help Fight Fraud

The Postal Service has a new rule

Closing Business -
The Right Way

(DSF), and by means other than

that may help credit card issuers
apd others.cap the growing prob-
fem of fraud perpetuated through
unscrupulous CMRA customers.
The final rule (39 CFR Part 265)
amends the Postal Service regu-
fation which governs the disclo-
sure to the public of information
contaired in PS Form 1583, The
amendmentauthorizes the disclo-
sure of information from Form
1583 for the purposes of identify-
ing addresses as CMRAs.

As amended, 3% CFR 265.6(d) (8)
authorizes disclosure of informa-
tion from Form 7583 for the sole
purpose of identifying an address
as belonging to a Commercial
Mail Receiving Agency. Theregu-
lation does not authorize the dis-
closure of any other information
concerning CMRAS or their cus-
tomers. As such, the regulation
will not invade the privacy of le-
gitimate persons who recelve mail
through CMRAs. The information
will be disclosed primarily by
means of annotations to the Postal
Service’s Delivery Sequence File

the DSF.

The Postal Service has concluded
that the identification of CMRA
addresses will be an effective tool
in combatting credit card fraud
and other types of consumer
fraud. By adding such an annota-
tion to the Delivery Sequence File,
creditcard issuers and others who
have legitimate interests in deter-
mining an applicants correct ad-
dress wili be alerted that the ad-
dress is that of a CMRA,

This new rule may have a slight
impact on CMRAs, if a legitimate
customer is turned down for
credit because his address is
shown tobe a CMRA. Sucha cus-
tomer woutld probably complain
and may wish to terminate ser-
vice, According to a representa-
tive of Fireside Thrift, a Califor-
nia loan agency, a customer who
is dlenied credit based on a “ficti-
tious” address would merely
have to provide thecredit grantor
his zctual physical address to be
reconsidered. O

Authorized Shipping Outiet

Continned fram page 1

Qualification Standards Raised
New qualification standards
help to assure that only profes-
sional, businesslike operations
will qualify as ASQ's, The new
requirements are:

Provide packaging materials
and services to the public.

Ship 50 or more UPS packages
per week.

.

Maintain an excellent UPS
credit history:

Use a scale that is certified for
cornmercial use in your state.

.

Offer clear and safe access for
customers.

.

Maintain a neat and orderly
appearance.

.

Display professionally printed
ot prepared signs.

.

Carry indemnity insurance.

AMPC supports the upgraded
requirements and applauds the
idea of requiring professional
appearance and equipment.
There has never been a better
time to be an Authorized Ship-
ping Ou:let - if you're not one
and meet the requirements, call
your UPS rep today. &

Many members have faxed o
AMPC an article that appeared
in the USPS's Meme To Mailers
regarding a CMRA in Florida
that closed abruptly. The local
post office stepped in to help the
stranded boxholders receive
their mail, and helped these pa-
trons change their addresses for
asmooth transition. Some mem-
bers felt the article was defam-
atory to CMRA's, but in reality,
it pointed out a common prob-
lem. How does ane handle their
boxholders if circumstances force
them to close their business?

The best way to close of course,
is to give pleniy of notice and
help make individual address
changes as permitted. This is not
what usually happens, however
Unfortunately, the industry suf-
fers a black eye whenever some-
cne locks the doors and leaves in
the dead of the night. Boxholders
are not likely to trustanother pri-
vate operator-if they’'ve been
burned once.

If you should find that, due tofi-
nancial reasons, you must close
immediately, please call the
AMPC office. We will help you
transfer your boxholders to el-
ther another CMRA or to the lo-
cal post office. Otherwise, you
cotld be facing possible criminal
prosecution for breach of con-
tract, tampering with mail, etc.

Boxholders do not react ratio-
nally when the sign simply says
“out of business”. Your local
postmaster will be willing to
workwithyouifyouare up front
with him/her and try to make it
as painless as possible for your
customers to continue receiving
their mail. O

February 7995 - Page 5
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ostal Stores. Kinko's. Auto

mated shipping machines.
Grocery stcres that ship parcels.
Wells Fargo bank branches out
into parcel shipping. Everyone
wants a piece of our pie. It’s hard
tobelieve thatinan industry that
has such a low profit margin, we
would be faced with so many
competitors.

The challenges to running a prof-
itable mail & parcel center con-
tinue to grow. If it’s not the Post
Office offering Pack & Send ser-
vices at their local counters, it's
mail order companies hooking
up with promoters who divert
our customers to supermarkets.
Even ‘our own’ carriers end up
taking some of our business.
Both FedEx and UPS drivers note
names and phone numbers from

+News & Ideas 5 a' monthly publi-
fationissued by Associated Mail &
“'Patcel Cénters, Napa; CA Entire
# contents copyright 1995 by AMPC..
“All rights reserved. Réproduction
in wholé ot in‘part without written
or'is stictly prohibited.
ylined articles arg the opinions
the writersi .= e

ews & Ideas Statf

Chatmaing Ferni

Facing 1996 With Determination

our out-going packages and set
these customers up with their
ownaccounts. The carriers admit

Editorial

that this occurs, although the
marketing departments that
work closely with AMPC mem-
bers don't like to'see it.

We've taken a very pro-active
step by helping to form the Coa-
lLition Against Unfair USPSCom-
petition, and this organization
will proceed against the threats
posed by the Postal Service. But
we'd like to know what else you
would like to see happen. How
can AMPC best serve its mem-
bers in response to the other ‘oc-
cupational hazards’ that we face
in increasing numbers? We re-
ceive some feedback that says
keep doing what you're doing,
providing information in a posi-
tive manner. Other members
would rather see us aggressively
explore other profit center op-
portunities, feeling that parcel
shipping is not a huge part of
their business.

What do you think? Won't you
please give this issue some
thought and forward your ideas
to the AMPC office? We need
your input as we rarshal our
resources to face 1996. To make
it even easier to reach us, we
have a Fax Survey form on page
11. Just fill it in and fax it back.
AMPC membership now stands
at over 1,100 — if we hear from
even one-third of you, we'll have
some good information to use to
help strengthen the industry. &

The difference between stumbling
blocks and stepping stones
is the way a person uses them,

Boxholder Scams-
Without The Box

By the time you've operated a
mail center for 10 years or more,
you probably think you've seen
it ail. Unfortunately, there’s al-
ways a new ‘wrinkle’ turning up
somewhere - some other con art-
ist looking to rip off someone.
Yves Melanson has contributed
many ideas and much informa-
tion during his tenure as an
AMPC member. His store in
Colorado Springs is one thatnew
members are often referred to
when seeking zdvice for bulk
mailing, etc., and Yvesis apretty
sharp guy. It's not easy to put
something over on him. The
story Yves shared with AMPC,
however, is one for the books.

Like many stores, Yves rents
boxes to customers he’s never
met, requiring that the 1583 form
be notarized. After receiving a
telephone inquiry regarding box
rentals, Yves forwarded the 1583
and box rental application to 2
Mz Pollard. He did not ever hear
directly from this customer
again, and forgot about him. For-~
got, that is, until he received a
call from the FBI leoking for
“Yves Electronics”. Apparently
Mr. Pollard had used Yves' name
and credit rating to create a false
company and purchase elec-
tronic items and computer sup-
plies, having them delivered to
another mail center in Ft. Lau-
derdale, FL.

At press time, the Florida Attor-
ney General’s office was to fly
Yves down to Ft. Lauderdale to
testify against Mr. Pollard, who
has apparently tried the same
thing with other mail center op-
erators. A lesson from this story
might be to screen and double-
screen long distance box rental
applicants. B

Page 2 ~ January 1996



CRATE ™
DISIGNER

Crate Designer Is lor any Mal & Parcst
Canter that wants o proft from crating
without making crates, This advanced
software package handles all your

design requ quickly and simply.
f In under 2 minutes you can design any of 6 popuar crate
0;( ? 00 styles and see how every pese goes together, Every material
$7 Zg ¥ item can be changad effortiessly in seconds. Crate Designer is
perfect # you want to use an outside manufacturer of simply

sell the cutting instructions to your customer for a fast proft.

Easy Crale faid the foundaton for crating
software around the work® This leating soltware.
program has all the features of Crate Designer,
plus a whole lot mors! In a matter of seconds you
can ses seling price, manufacturing cost,
shipping weight, and more! It aven counts and

weighs the staples and nails for maxmum

accuracy, You aiso get @ FREE copy of The ang £ 24('?2 ;

Basics of Crate Building’ bockiet shown below,

L] W [ | gt your customers know you are a full service
CONPUTERTZER cxaTH § center. This atiactive B 112 x 447 counter display
DESIGN IN SECONDS  § realy gets the point acrosst The next time your
y customer need  crate, you knaw who they will be
thinking of!

Comes in choice of headers...
1) Computerized Crate Design in Seconds.
2) Professional Crating at Your Sarvics,

0,(@32 (g Gt e ol

o4ly $5.00 wore

'The Basics of Crate Buliding’

Tris educational 20 page bookiet was
wrtten for the Mail & Parce! Center
operator that wants fo better understand
the crating industry. Accompanied by an
Easy Crate deme disk this bookiet will
18ach you everything you need 1o know
to proft kom crating. Whether you
manufacture erates youtset of just want
to profit wihout a hammes, this booklet
IO YO, o yyereiniiriias Just §20

MIL SPEC
Want to know the coki hard facis
about crating? Try picking up a
copy of the actual printed
specifications. Straight from the
Govarnment Printing Office, these
photocopyable specs wil tefl you
exactly how 2 crate shovid be bult
for oplimum strength and minimum
weight, {Not Rght reading) Four
diferent sets avaliable. . Just $20

Ars you an advanced Crater? Ty Crate Generator. Wit features e Floater
Decks, Foam Lining, Rame Eronts, and Klmp and Cam Lock support, £ cant
s beat! PLUS you can receive up to 56% off just for being 2 Mail & Parcel
center operator! Call us for more details.

Crating is easy! With a litle extra help from products
like these, most anyone can build & crate using just the

1ools they have in their own garage!

MY=CROW
golurions

Call 1-800-4MY-CROW
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Rent A Mailbox -
Go To Jail

Most mail center operators want to avoid the crimi-
nal element, but not Joby Sawyer. Joby operates
PostMark of Hedwig Village in the Houston area, and
he has another way of dealing with scofflaws.

He rents a box and carefully checks ID, but instead of
booting out customers who he suspects of comunit-
ting fraud, he keeps close tabs and notifies the au-
thorities. Over the past few years, Joby has been
instrumental in helping local law enforcement arrest
and convict many bunko artists who rented mail-
boxes at his facility.

This type of personal service does not come cheap,
either. At the New Orleans Regional meeting, Joby
related how he charged a few crooks up to $500 a
month for the privilege of continuing their mail
service. They were all eventually arrested, and Joby
made the big bucks while aiding in the investigation.
So, all of you mail fraud and money laundering types
—beware! Joby Sawyer will rent you a one-way ticket
tojail. B

It Really IS Fraud

An AMPC mermber contacted the office recently
seeking assistance because their bankcard accepting
agent had canceled their agreement.

Seems the hapless member had agreed to run several
credit card drafts through his terminal to “help out”
another new merchant in his area. Although this
member had seen a warning regarding this very issue
in a previous issue of ‘News & Ideas’, he was “trying
to be nice”. Nice guys, however, finish last.

1t is a violation of your bankcard accepting agreement
to process card drafts for anyone else. This even
applies if you enter into an actual business partner-
ship with another party not previously reported to
the card processing company. New partnerships and
any change in partnership status must be reported
and your bankcard agreement amended, subject tore-
approval.

Not only will the accepting company terminate
existing processing agreements, but criminal penal-
ties may apply for fraud as well. Terminated compa-
nies will not be accepted by another processor, and
the lease on the terminal will probably still apply,
even if no cards can be accepted. It's just not worth
the risk to play fast and loose with the rules. &



It has become very
clear over the last

- few months that
" many CMRA operators do not
know, or choose to ignore, the
basic tenets of renting mailboxes
to the public. Here is a step by
step guide to handling mailbox
rental services.

Starting A CMRA Business

When a person decides to go into
the CMRA business, he or she
must advise their local post office
in writing of the following:

* Name and address of CMRA
location

* Name and telephone number of
primary contact person who
will be responsible for CMRA
operation at that location. In
addition to being good business
etiquette, this is a written
directive in the Domestic Mail
Manual.

Store operators who close or sell
are also to notify the postmaster
that they are no longer respon-
sible for that location.

The 1583 Form

Every customer utilizing the mail
receiving service of a CMRA is to
complete a PS Form 1583. This
means every customer, not just
those that the store operator feels
like making comply. Each ad-
dressee - meaning husband and
wife, all individuals listed for a
business, or other names added to
the box at a later time - are to
provide two forms of acceptable
identification. This is not a rule
that can be overlooked, rather, it
is a postal requirement. The
Eomplefed original Form 1583 is

ent to the postmaster and a copy
is kept with the store records. No
mail is to be received at a CMRA for
the prospective customer until a
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completed 1583 has been sent to the
postmaster. The only state that
currently requires photocopies of
a customers’ ID is California - the
information entered on the 1583
will suffice in other states.

Mailbox Rental Application

Every applicant should also
complete a mailbox rental appli-
cation. This form should specify
exactly what the store will and
will not provide as far as services,
hours of operations, etc. (A
suggested sample is available for
members from the AMPC office.)
Very specific information regard-
ing late payment, amounts and
types of mail to be received, and
reasons for termination of service
should be described in sufficient
detail to avoid complaints or
nossible legal involvement with
unhappy customers.

Terminating Service

Customers in any other business
would not receive a service unless
they paid for it, and so it should
be in every CMRA. Mail should
not be placed in the box of a
customer whose rent is past due.
A notice of delinquency should be
put into the box, and the mail
held until payment is received. If
the customer does not pay for
their box by the stated termina-
tion date, service should be
cancelled and mail returned to
sender. The post office closes a
mailbox if rental is even one day
late, so customers are not being
treated unfairly if their mail is
held pending payment.

Frequently Asked Questions

Q - A customer wants to rent a
box, but says he lost his wallet
and all his ID. He seems like a

nice guy otherwise. Should we
rent to him?

The Fundamentals of Mailbox Rentals

A - This is probably the cldest line
in the mail center industry. Funny
how such a large percentage of
prospective boxholders “lose their
ID”. Insist on proper ID from ail
customers.

Q -I've just purchased a store,
and the mailbox system is really
in a mess. How can I obtain
completed 1583s on customers
who have been here longer than |
have?

A - Explain in a form letter to all
boxholders that you are bringing
the store into compliance with
postal regulations. Customers
who continue to balk are hiding
something, and will probably
cause problems down the line.
Holding the mail for stubborn
customers works wonders in
getting those 1583s turned in.

Q - I'm asked all the time for
information on my boxholders -
from creditors, ex-spouses, pri-
vate investigators, law enforce-
ment officials, etc. To whom do 1
have to give information, and
how much?

A -You are not obligated to give
any information to any of the first
three requestors at all. Private
investigators, and their evil twins,
attorneys, will try to threaten or
cajole you into providing infor-
mation. The only folks you have
to worry about is anyone from
any law enforcement agency (or
in California, any one from
Consumer Affairs).

Q - Tjust don't like the ‘feel’ of 2
prospective boxholder. May 1
deny him service?

A - You have the right to refuse
service to anyone, but be sure to
handle your refusal so that it
cannot be construed as discrimi-
nation. By advising a potential
customer that you will check his/

Continued on page 16
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Letters From Gux Wembess. .

Continued from page 14

want to get involved”. He did
suggest that I might want to call
the police.

Interruption: Just got off the
phone with the local police
department. They have a suspect
under arrest. Something else for
association members — the detec-
tive told me that the word “pro-
file” is NEVER used. It is “tips
that I received about possible
behavior” that is the proper
wording. It seemns that courts are
not receptive to the use of profiles
since they possibly will violate a
suspects’ civil rights (ain’t this a
wonderful country).

Another bit of information - the
police would not open the pack-
age. They told me if I was suspi-
clous, T had to open it. Also, they
did not intend to pursue the
consignee. The detective said “we
have a good case on intent to
distribute, which is a first degree
felony”. I guess the locals don’t
care about someone in another
state like the feds would.

Ed Dawson
Post & Parcel Service
Houston, TX

Unnecessary Sign

Our post office has a profession-
ally (expensive) made sign posted
in their lobby that lists the places
of business in town where people
can buy postage stamps without
paying an “extra charge”. As far
as we know, we are the only one
who charge extra (we charge $1
per book), so we take thisas a
direct and on-purpose notice
against us. We think we know
who might have initiated it (one
of the businesses on the sign), as
well as the new postmaster. We
did have a very good relationship
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with the old postmaster, but it
appears that the new one doesn’t
want to have that kind of relation-
ship.

Jeannine Verdier
Parcel Express Plus
Rockford, MI

Thank You

I'wanted to take the time to thank
you and the other members for
some of the great information and
ideas that I've read in the past
newsletters.

As our industry grows and
diversifies I can’t help but think
we need to stick to our “bread
and butter”: packing and ship-
ping. I see too many stores that
have turned into copy centers and
offer many services that are not
cost efficient such as office sup-
plies, laminating, key making and
phone cards. We've found that
most of our customers like the
quick and easy service of packing
and shipping that we offer. I do
agree that as many other busi-
nesses are beginning to offer
shipping services, we reed to
differentiate ourselves with more
aggressive ad campaigns and
quality service and knowledge.
How many of those businesses
are going to handle tracing and
claim procedures for their cus-
tomers? Probably not many.
That’s just one way we can out-
perform stores like Office Max,
Office Depot and Kinkos.

Chris Taylor
The Mail Box
Lawrence, KS &3

The great mistake made by
the public is paying attention
fo price instead of value.

Mailbox Rentals

Continued from page 15

her references, and will not cash
the check until everything checks
out, you can weed out those who
are suspect. They won’t hang
around.

Q - How about a customer who
looks suspicious after the fact.
Say, they start receiving boxes of
checks from several banks, or the
only mail they receive is over-
night letters. Can I cancel their
service, and what would be the
repercussions if I did?

A - This is why your rental agree-
ment needs to contain a clause
that states if you suspect a
boxholder of fraud, their box is
cancelled with no refund. While
some customers may bluster a lot,
the real criminal types will never
be seen again, they will simply
move across town and rent a box
from some uninformed mail
center.

Q - My new postmaster demands

new, updated copies of 1583s and

photocopies of all my boxholders’
IDs. Do I have to provide her with
his information?

A - No. 1583s are furnished to the
postmaster whenever a box is
newly rented. You are not re-
quired to “update” these files,
except for extra names and IDs
for additional renters. Even if
your are in California, you are not
required to provide the Postal
Service with photocopies of any
customers’ IDs. The California ID
requirement is for law enforce-
ment and consumer affairs per-
sonnel only, and has nothing to
do with the post office. Postmas-
ters who demand this type of
information should be referred to
their district manager for help in
dealing with CMRAs. @
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Crooked Operators Hurt Everyone

ost CMRA operators try
to handle their box
rental operations ina

professional, law-abiding manner.
They require correct, complete
1583s for every adult box renter.
They refuse mail for other names
that “crop up later”. They are not
intimidated by shady customers or
influenced by offers of payment o
“look the other way”. These
operators comply with requests for
information from properly identi-
fied law enforcement and postal
officials. And, they do not hesitate
te suspend or cancel service for
bexholders suspected of commit-
ting fraud.

Unfortunately, these operators
receive litile recognition for jobs
well done, The local district attor-
neys do not send certificates of
merit to those stores who abide by
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all the rules. Postmasters don't
invite good operators cut to Junch
inappreciation of running a top

Editorial

flight store. The emphasis and
public exposure is on those stores
that do not abide by regulations
and atlow their criminal customers
to fleece innocent people.

A recent 60 Minutes episode
outlined a scam in which a group
of Nigerian nationals had made a
business out of stealing people’s
identity. They targeted people in
affluent professions (doctors,
lawyers, etc.) and placed change of
address orders with the postal
service for the unsuspecting
vietim. The mail was forwarded to
a CMRA in Brooklyn. After receiv-
ing bank statements or credit zard
bills, the crooks obtained credit
reports on the victims to gain
information on all credit cards,
bank accounts, etc. that might
exist. Using the stolen information,
falge identification and fake credit
cards were counterfeited. In
addifion, bank and stock market
accounts were cleaned out. Many
times, the victims were robbed of
most of their accounis before they
were even aware of a problem. In
some cases, the victims will face
years of unstable credit history to
overcome,

These incidents of fraud could
have been completely avoided if
the CMRA operators had simply
complied with existing regulations.
Mail should not have been ac-
cepted in the victims names
without proper identification on
file. As the fake identification was
devised after the stolen mail was
delivered to the CMRA, the opera-
tars could rot possibly have been
incompliance with postal regula-
tions. While the victim who was
interviewed on 60 Minutes blamed
the post office for allowing change-

of-address orders to be filed by
mail, the true problem lies with th
CMRA that knowingly accepted
mail for “invisible” customers.

If it were just one store in Brooklyn
that aided these criminals, it would
be one thing. But the same scenario
is perpetuated in mail centers in
every state, either through igne-
rance, apathy or greed. AMPC has
described other areas of fraud
committed by boxholders in
several past issues of News & Ideas,
and for the most part, it is not our
members who are causing prob-
lems. But there are a few who have
openly admitted that “as long as
the customer has cash, I don't care
what kind of mail they receive”.
These operators hurt everyone in.
the industry who try to run clean
operations.

AMPC is here to help stores that
really don’t know the regulations,
or need help determining if a scam
is happening. Resources and
referrals exist to aid CMRAs fo
conform to the law and to help
protect innocent consumers,
Unless we work together to im-
prove the industry, we can depend
onincreased government regula-
tions that would increase the
paperwork burden on everyone. B

PICK UP ARTISTS

No, we're not looking for a date.
What we do need is information
from members who offer parcel pick
up service. How do you determinz
your fees? is the service avallable
to residential as well as commercial
customers? Do you lug your scale
and cashbox to the location, or
charge the customer’s credit card
or charge account at the store?
Please forward any pertinent infor-
mation to the AMPC office for incly-
sion in & future article.

o~
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New Mailbox Scam

ne of the newest ways to separate the

hardworking mail & parcel center from their

profits involves the sale of Harley Davidson
motorcycles. It appears there is a shortage of bikes,
and dealers are only issued a limited number to sell.
A purchaser must have a local address to buy from
his local dealer, and they are not supposed to sell to
out of area buyers.

The would-be buyer inquires as to the cost of renting
a box for a month, which would be just long enough
to receive the title and registration forms. When
informed that the store rents boxes for three months
only, the buyer leaves, but he still uses the store’s
address for his motorcycle purchase. When the title
and registration are expected the Harley owner
returns to the store and attempts to intimidate the
store management into giving him the mail. Of
course, he has never completed a 1583 or paid the
store for the service. It is unclear whether the Harley
dealers are recommending that the purchasers use a
private mail service, or if the word has just spread
among riders.

AMPC members are reminded that all customers who
receive mail at your address must complete a 1583

Don’t miss this chance

Don’t miss out
on profits with,
Nofein A
Bottle

Note in a Bottle (s a High Quality Staitonary Product
That is a must sell for every Postal / Business Store...

¥

Madein
America

1-800-992-0761 or fax E01-566-86496

Distributorshies avaitable - Call us direct

form. Whether you choose to rent for a three month
minimum or simply provide occasional one-time mail
service, each customer must have the 1583 completed
prior to receiving mail. Under no circumstances
should ANYONE be given mail, even on a one-time
basis, if they have not complied with this postal
regulation. You risk your reputation and indeed your
mail recejving privileges if your customers don’t

comply. &

Burlington Air Express
- Adds Fuel Surcharge

Effective September 16, 1996, all ship-

ments tendered through Burlington Air

Express are subject to a fuel surcharge

of $0.42 per pound. This surcharge is in response to
current fuel prices, which have hit a 5 year high. Itis
anticipated that the surcharge will last through
December 31, 1996. B

Unless you try to do something beyond whai you
have already mastered, you will never grow.
~Ronald €. Osborn
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SHOW YOUR CUSTOMERS
WHAT YOU DO... VISUALLY!

12 Piece GRAPHIC SYMBOLS PACKAGE
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PACKAGING

EiERAESe KA noTarY KEYS
PACKAGING OFECEes [ copies
PASSPORT =] POSTAL

PHOTOS SERVICES STAMPS

wEasy Application = Mounts On Any Smooth Surface
u 4"x4" Symbol with 13/4” Letters
uInterior or Exterior Use s Sold In Sets Only

only $ 7995

ORDER TODAY!
1-800-818-0222
==l

—
! VISA |
———:

ALso AVAILABLE: LIGHT Boxes, Neow Loox A-Like LIGHT BOXES
BANNERS AND CUSTOM VINVL GRAFPHICS
GEMSTONE GRAPHICS
4 Autry » lrvine, CA 92618




A Word To The Wise

he foliowing is a letter from

one of our members ex-

pressing concern about the
high percentage of non-comply-
ing businesses. Editorial com-
ments follow immediately after

this letter:

“Twas chatting with my local
Postal Inspectors and he let me in
on something. Seems that in the
last year or so, the (Postal) hnspec-
tion Service did a random sampling
of Commercial Mail Receivers in
Houston. (Yes, he actually called us
that.) They wanted to see if the
owners were getting 1D, et. al. |
quipped, “Let me guess, half of
them didn't”. “No”, he said, “less
than 8% even came close”.

This inspector went on to say that
great discussions are iaking place.
They want to have the route super-
wvisors do random checks of the

News & Ideas is a monthly publi-
cation issued by Associated Mail & |
arcel Canters, Napa, CA. Entirecon-,
fents copyright 1996 by AMPC. All
rights reserved. Feproduction in whols
or.in part without wiitten permission
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naes on file, that are on the 1583s.
If the supervisor finds that mail is
being delivered to names not listed

Editorial

on the 1583, the Postal Service will
not deliver it. Now, ke wasn't
specific as to whether or not they
were going to penalize the whole
CMRA or just not deliver mail (to
names) not on file,

I told him that it was their own
fault. There are such huge differ-
enwes from area to area about how
things are handled. One postmas-
ter on the east coast of Florida does
not allow CMRA's fo mark the mail
“Box Closed - No Forwarding” and
ingists that if the CMRA is not
forwarding, she must throw it out.
Here, they encourage us fo return
to sender, so that if any fraud is
oceurring, the financial institutions
are made awgre ASAP.

I told him also that the 1583s
allows for numerous names and no
1D on those extra names. It really
only requires it of the box holder,
He agreed and said that the 1583s
are likely to be changed to demand
ID on every name on the box,
including businesses.

Furthermore, and of greal concern,
he said they are considering (forc-
ing) CMRA's to use the word
“Lockbox” as a part of their ad-
dressing and prohibit the use of
“suite”, “depl.”, “apt.”, etc. [
argued back that 98% of our cus-
tomers are legit and only 2% were
crooks or crook wanna-bes. The
word “lockbox” would annihilate
the street address and cause some
serious problems for us and the
good customers.

The argument there is that in most
areas it is not legal to operate a
business from your residence. For
example, our county doesn’t allow
realtors to operate from their

houses, So... I've got q couple Of
landlords as box-holders. Since
Bhey use our box, thereby having @
street address, they are “legal”
Only, they really aren't since they
work out of their homes.

In the next breath he went on to tell
me aboit & scam he was working on
at a post office box that had Z0
names on it. Not missing the
chance, I pointed out what was
good for the goose was good for the
gander, If we were to be required to
get ID on every name, they should
be held to the same siandards on
their post office boxes.

Fhumbly recommend that we, the
Assaciation, try to address ihe
fraud problems that our services
can perpetuate. If we cant appear to
be tackling this problem from
within, in an organized manner, as
a group, I think we can throw some
weight behind our demand nof |
lose the “street address” function of
aur boxes. Otherwise, consider it a”
foregone fuct that it will happen.”

This member has asked for
anonymity, which we have gladly
provided. If nothing else will
serve as a wake up call to the
store operators who do not
comply with postal regulations,
maybe this letter will.

As there appears to be genuine
confusion regarding whatis
actually required in the way of
paperwork for your boxholders,
here are the facts once again:

¢ Every addressee must com-
plete the 1583 and provide twe
pieces of ID to the CMRA
operator. The Domestic Mail
Manual (DMM), section 42.2.6
(issue 50, dated 07-01-96) very
clearly spells out that it means
“pach addressee”. This meang
every adult name on the box
must have ID on file and must

Lontinzed onpage 7



Add This To Your
Scam File

Here’s another scam that has

Qappened with a mailbox renter:

ustomer rents a box long dis-

tance (that is, he has the 1583 and
mailbox application mailed to
him - he never actually sets foot
in the mail center), providing a
copy of his driver’s license and
has the 1583 notarized. The store
operator feels that everything is
okay, the boxholder has never
given her any trouble, and be-
sides, he never even comes in, just
has his mail forwarded. In fact,
he has it forwarded on his FedEx
number to a FedEx hold-for-
pickup location, so the operator
only has to fill the overnight
envelope and send it off. The
boxholder doesn't receive un-
usual mail, no credit cards or
other “red flags”, so she assumes
all is well.

All is well until the operator starts

ceiving calls from people from

I over the country. It turns out
that Mr. Boxholder has been
answering ads in Hemmings
Motor News for people who are
looking for hard-to-find antique
auto parts. He swears he has the
fender for the ‘53 Pontiac or what-
have-you, and assures the person
seeking that part that he will send
it after he receives a money order
for payment in full. He collected
thousands of dollars with this
scheme, but was finally arrested
after police staked out another
northern California mail center
that he was using.

The moral of this story — keep
alert to the types of mail received
by your boxholders. Most legiti-
mate folks won’t need to have it
forwarded by FedEx to a hold-for-
pickUP location on a routine basis.
would especially warrant

!teﬂﬁon if the box was rented by

Jong distance
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Electronic Postage May Replace

Neters

From A Report In Memo To
Mailers

U.S. Postal Service

Mail and parcel center operators
may soon be able to use their
desktop computer and printer to
apply postage directly onto
envelopes or labels while apply-
ing an address. A new proposed
‘information-based’ indicium
consists of a two-dimensional
barcode containing hundreds of
bytes of information about the
mailpiece which can be produced
on a PC. Ttincludes a digital
signature to preclude the forgery
of indicia by unauthorized par-
ties.

The Postal Service recently pub-
lished a notice of proposed speci-
fications under the title of Infor-
mation-Based Indicia Program
(IBIP) that includes both pro-
posed specifications for the new
indicium and proposed specifica-
tions for a postal security device
(PSD).

The IBIP is a unique security
device that provides a crypto-
graphic digital signature to the
indicium and performs the func-
tion of postage meter registers. A
PSD could eventually replace all
current metered postage imprints.

Working closely with the four

leading postage meter firms, the
Service has begun the process of
decertifying mechanical meters.

There are about 1.5 million post-
age meters in use accounting for
about $20 billion of postal rev-
enue annually. For several years,
the USPS has been actively
proposing a solution to the prob-
lem of inadequate postage meter
security,

Currently, hardware technology
exists that will allow for the

electronic transmission of postage
similar to the way customers
currently obtain postage-by-
phone. In time, it is possible that
products will be developed that
could allow customers to obtain
postage through the Internet.

(This article contains exerpts from a
Memo to Mailer, published by the US
Postal Service.)

B.A. Pargh Winter
Catalog Ready

Hot off the press is the 1997
winter catalog from B.A. Pargh,
the Nashville, TN national office
supply wholesaler. In additional
to traditional office supplies, B.A.
Pargh now offers new merchan-
dise in the categories of office
furnishings, lamps, clocks and
business gifts. Totaling 552 pages,
the catalog begins with 30 color
pages of designer and specialty
paper products, including coordi-
nated business stationery sets,
letterhead, envelopes, brochures
and business cards.

More information regarding B.A.
Pargh or their catalog is available
at 1-800-BAP-1000. B

| never did a day's work in
my life - it was all fun!
~Thomas Edison

We have too many people who
live without working, and
we have altogether too many
who work without living.

January 1997 AMPC 31
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Throw Da Bums Out

ust because a customer

has rented a mailbox

from you does not mean

that you owe thern life-
time tenancy.

Customers who are obnoxious,

over, such as
mail or parcel
delivery. He
accuses your
employees of

late-paying, or otherwise trouble- read{ng or

some may be denied service, or stea'lmg })15

their service may be terminated at {'naxL He's
just a worth-

things that you
have no control

Dear Mr. Customer-

The box rental for suite #
expires on

Piease make arrangements

address, as the post office
forwarding. Attached to thi
cards for your corresponde
refunded upon return of all
possession.

will ~ your will.

It's easiest, of course, if you wait
until their box rental term is up,
and then advise them that you
will not be renewing their box.
By giving them at least a month's
notice, you will ease the transi-
tion for the mildly obnoxious.
(See example 1.) At term’s end,
they will simply go their way
and you'll go yours. This is by
far the most pain-free method -
you'll have some argument, no

doubt, but they will be
one in a month.
@oxholders who are (or
are suspected of)
committing a fraud of
some sort can be termi-
nated without notice, as
long as your mailbox
rental agreement states
this very clearly. 1f you
have a nogoodnik that
you know is up to
something shady, you
may terminate service
and not refund any
portion of his payment.
These criminal types
have not ever been
known to seek retribu-
tion in other stores —
they simply move on to
another unsuspecting
mail center.

How about the belliger-
st jerk who just does
nothing but cause
trouble? He complains,
often loudly, about

less customer,
and you want

After_______ o mail

him gone
NOW. What You are instructed not to en
do youdo? purpose after that date. Al
If you can’t

wait until his by telephone.

rental term

expires, pre- Sincerely,
pare a letter

that indi-

cates that Joe Mail Center Operator

Phone #

Dear Mr. Customer:

Your box rental service at

has been
terminated as of this date because you are
obviously unsatisfied with the services provided.
We will forward your mail once a week for 30 days
upon receipt of your new address. A check in the
amount of , which is the prorated
amount of your prepaid box rental, less $
for weekly forwarding postage will be issued to
you upon receipt of all mailbox keys in your
possession.

You are hereby instructed not to enter these
premises again, for any purpose, or you will be
considered trespassing. All communication with
this office shali be done by mait or by telephone.

Sincerely,

Joe Mai! Center Operator
Phone #

L

with this office shalf be done by mait or

» and will not be renewed,
immediately for a new

will not provide free mail

s letter are change»of-address
nts. Your key deposit wil be
mailbox keys in your

will be accepted for you, and
ter these premises for any
| communication after

EXAMPLE 1

you are terminating
his service, because he is
rude, etc. (See example
2). Be prepared for
major flack, as this
loudmouth will try to
raise hell. AMPC has
never heard of a termi-
nated customer suing a
mail center and prevail-
ing. Justas you want to
cater to your decent
customers, you don't
need to put up with
garbage from one
unsavory individual.

EXAMPLE 2

February 1997 AMPC 7
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‘NMystery Shopper’ Might Be
Scam

oxholders who apply for a business box with

names like”Supermarket Secrets”, “Secret

Shoppers”, etc. may be attempting once again
to rip-off people far and wide. This is just another
reincarnation of the old “Stuff Envelopes At Home
For Profit” ruse that has moved into the private
mailbox sector.

The boxholder will generally run ads in magazines,
seeking people who want to train as supermarket
mystery shoppers, rating store personnel for the
management. They will charge for an application,
generally in the $10 - $20 range, and will usually only
stay around for a few months. Experience shows
they will disappear right around the time the first
inquiry is received from one of their victims.

Supermarkets hire from reputable mystery shopper
placement companies, of which there are many.
Legitimate operations generally do not need to hire
people in this manner, sc the boxholder is probably a
no-good-nik. Justa warning — each operator should
look carefully at applications of this type. O

ATMs At MBEs

Banc One Corp. recently announced it will install
automatic teller machines in Mail Boxes Etc. stores
across the United States. The automated machines
will also be used to sell retail products such as pre-
paid phone cards and postage stamps.

Banc One and MBE also have agreed to pilot the
offering of additional financial services in selected
MBE Centers, featuring Automated Loan Machines,
interactive video banking, and an area where busi-
ness bankers can meet with clients. As part of this
pilot program, modified MBE Centers also will be
established in selected Banc One branches. Banc One
Corporation operates more than 1,500 offices nation-
wide.

Don't {ergel To mank gosn calerdan
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Crate Designer is for any Mail & Parcel
Center that wants to profit from crating
without making crates, This advanced
software package handles all your
design quickly and simply.
i In under 2 minutes you can design any of 6 popular crate
ey (0 Sties and see how every piece gas together Every material
3129 Y= item can be changed effoctiessly in seconds. Grate Designer is
perfect # you want to use an outside manufacturer or simply

selt the cutting instructions to your customer for a fast profit.

CRATE ™

LSIGNIR

Easy Crats lad the foundation for crating
software araund the workd! This leading software
program has afl the features of Crate Designer
plus a whole lot more! In a matter of seconds you
can see seling price. manufacturing cost,
shipping weight, and more! It even counts and

weighs the staples and nails for maximum

accuracy. You also get a FREE copy of The 0“@/ 324&

Basics of Crate Building’ bookiet shown below.

B ¥ [ et your customers know you are a full service
center. This attractive 8 1/2 x 11" counter display
really gets the point across! The next time yzur
customer need a crate, you know who they will be
thintcing of!

COMPUTERIZED CRATE
DISIGN IX SLOONDS

Comes in choice of headers...
1) Computerized Grate Design in Seconds
2) Protessional Crating at Your Service.

e Custon Messapes Hoatlible
Or @20@ valy £5.00 wore

MIL SPLC

Want to know the cold hard facts
about crating? Try picking up a
copy of the actual printed
spectfications. Straight frem the
Government Printing Office, these
photocopyable specs will tell you
exactly how a crate should be built
for optimum strength and minimum
weight. (Not fight reading) Four
different sels available. . Just §20

‘The Basics of Crate Building’|

This educational 20 page booklet was
written for the Mall & Parcel Center
operator that wants to better understand
the crating industry. Accorhpanied by an
Easy Crate demo disk, this booklet wil
teach you everything you need to know
to profit from crating. Whether you
manufacture crates yourse!f or just want
to"profit without a hammer, this booklet
10T YOU. et Just §20

Are you an advanced Crater? Try Crate Generatar. With features like Floater
Decks, Foam Lining. Ramp Fronts, and Kiimp and Gam Lock support, ft can't
be beat! PLUS you can receive up to 66% off just for being a Mail & Parcel
center operatort Call us for more details

Crating is easy! With a litfle extra help from products
like tiese, most anyone can build a crate using just the

tools they have in their own garage!

MY-CROW
golurions

Call 1-800-4MY-CROW

April 1997 AMPC
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lthough we've covered
the rules for operating a
CMRA several times in

the last few years, many operators
call with the same questions.
Here are a few of the most com-
mon:

Qi “Must 1 have 0 1583 and ID
on file for every name, or just for
the person who opened the box?”

“I give my postmaster the origi-
nals of the 1583, but she doesn’t
seem to know what to do with
them. What should 1do?”

“My postmaster now tells me I
need a list of boxholders, cross-
referenced by box number. They
never asked for this before — are
they trying to obtain names for
marketing purposes, or what?”

(My personal favorite) “What are
they going to do — shut me down if
Tdon't play mailbox police with
my boxholders?”

A Make no mistake - the USPS
can and will cease delivery of mail
for all of your customers if they
find that you are not in compliance
with the very simple regulations
that govern our operations. These
regulations are contained in the
Domestic Mail Manual, Section
D042.2.507. Here's a handy Clip
and Save version for you to post
for all personnel:

213

. F AQ S  FREQUENTLY ASKED QUESTIONS AND THEIR ANSWERS

=

&

1) Any person who establishes or
assumes operation of a CMRA
must register with the local
post office responsible for the
delivery of mail to that CMRA.

2) The CMRA operator must have
on file a copy of a completed
P8 Form 1583, Authorization
to Receive Mail Through
Agent, for each addressee
whose mail is accepted from
the Postal Service. The
orginal form must be provided
to the Postal Service.

3) The CMRA operator ora
notary public must personaily
witness the signature of the
applicant on this form. The
applicant must also furnish
two forms of identification, the
particulars of which must be
included at the top of the form.

When the agency relationship
between the CMRA and the
addressee is terminated, the
CMRA must return its copy of
the Form 1583 to the post
office, endorsed with the
termination date.

By accepting mail through a

CMRA, the addressee (i.e.,

the applicant) and the agent
agree that:

A} No change-of-address
order will be filed with the post
office when the addressee/
agent relationship is termi-
nated.

8) The CMRAIs solely
responsible for forwarding mail
intended for the addressee.

C) This mail is subject to
payment of new postage.

D) The CMRA must provide
annually, by June 1, an
updated alphabetical list of its
clients. This list must be
cross-referenced by name and
box number.

The Postal Inspection Service has
noted an increase in the use of
CMRA's by criminals to facilitate
fraud schemes and illegally re-
ceive narcotics through the U.S.
Mail. Recent investigations by the
Postal Inspection Service have
revealed that in some instances the
operators are not aware of the
postal regulations applicable to
such enterprises.

As stated earlier, the CMRA must
obtain a completed Form 1583
from each person whose mail is
delivered, and not simply one
form from the person renting the
box. In other words, if John Doe
rents Box 12 and properly com-
pletes a Form 1583, you are then
lawfully entitled to receive John
Doe’s mail from the Postal Service.
However, if John Doe also tells
you he will be receiving mail at his
box for other persons, or if mail
addressed to other persons begins
arriving for his box, you cannot
legally act as the agent for those
persons unless each of them fully
completes a separate Form 1583,
Without this completed form, you
are legally required to return this
mail to sender.
By acting contrary to these guide-
lines, CMRA managers and
employees are placing themselves
in both a criminal and civil di-
lemma. If mail is accepted and
subsequently delivered without
the required written authoriza-
tion, the CMRA operator is not
only violating postal regulations
but could also be acting in vicla-
tion of federal criminal statutes.
From a civil standpoint, the
CMRA operator exposes himself/
herself to liability if the person
whose mail was delivered without
authorization can show damages
or negligence on the part of the
CMRA operator.
Continued on page 19
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Landiord Relations...

Continued from previgys page

we advertise like crazy, butl
don't like to be told to do so, in
those kind of terms, and we got
it dumped.

* Signage Approval. The higher
class malls want certain types
or limited window signage.
Because of all we do, we need
lots of signs. Work it out now,
not after you've spent $1,000 on
neon the landlord now says
you have to ke down.

¢ Renewal Terms. Get an option
now. Repeat, get it now, before
vou've spent thousands on
leaseholds and customer
goodwill. Leasing withouta
defined renewal is like putting
money in a bank... in someone
else’s account. I've seen busi-
nesses spend years building up
a clientele, fail to re negotiate
their lease, get evicted, and
have a competitor move in
immediately and asswme all
their customers. You've never
been screwed like you'll get
screwed when you wisely pick
a location in hot market, build
up a successful business, and
have to renew without an
option, or another vacancy
nearby. Your short hairs will be
pulled so hard you'll need
Rogaine.

Escape Clause, If you're new,
you want a 2 or 3 year bail-out
possibility. Qur first lease term
was for 3 years, with two 5 year
options. See comments Rule 1
re: “Greedy Slime”. They don’t
care who died. They want their
rent, and they're going to get it
I've seen landlords take homes.
Likewise, try and get a Sub-
lease Option. If things change,
or you sell out, or McDonald's
calls and wants to pay you
$100,000 for your lease, are you
going to have that right? The
Landlord will want to be
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entitled to approval authority -
otherwise, you don't really
have an option, de you?

Finally, never underestimate
the burden of CAM (Common
Area Maintenance) and Taxes,
especially unknown SID's. C-
A-M should stand for “Costs
Always More” than you bud-
geted for. There’s not much
you, as the tenant, can do to
control it, but you should insist
on three things: first, a sum-
mary of past or estimated
charges; second, a fair explana-
tion of how it's divided ameng
the other tenants; third, an
annual accounting of how it's
spent.

Now, it's reasonable to ask, why
would this rich, powerful Land-
ford want to give us all these
concessions? See rule #1re:
"Greedy Slime” — and this column
next month, for that info, and
some ideas on how to renew your
lease without getting completely
fleeced. Also, if there’s a lease tip,
or trap, you think I've rissed,
please fax it to me at 406-549-7165,
or e-matl me at
shapres@montana.com. I'd
appreciate it - we mnay be shop-
ping for another property soon.

(David Shappee, a professional
trainer and co-owner of four
Shipping Depot stores in Missoula,
MT, is a regular contribytor to
News & Ideas.) &

Spotted at the liquor store
where AMPL staffers
froquently buy their luach:

| “if you are grouchy, irritable,
! or just plain mean, there

! will be a §10 charge

l for putting up with you.”
O ——

FAQ's
Gontinued from page 11

Under other circumstances, a
CMRA operator could face similar
litigation for accepting credit
cards, check books, insurance
settlement checks and other
valuable items from the Postal
Service, when in fact the operator
had no such authorization from
the true addressee to act as his
agent for the delivery of his mail.
Again, itis not sufficient for the
operator to have a Form 1583
completed by the box renter. A
Form 1583 must be completed by
each person whose mail is ac-
cepted by the CMRA. Without
this written documentation, the
CMRA canrot legally accept
another person’s mail. The mail
must be returned to the Postal
Service.

Although nat required by regula-
tion, many CMRA's also make a
photocopy of the applicant’s
driver’s license and attach it to
their copy of the Form 1583, In
this manner, the CMRA can help.*

As to the USPS harvesting names
to market their lower-priced
mailboxes; well, I suppose they
could do that, but the reguiation
requiring a cross-referenced listing
of names has been in the DMM
tong before the USPS marketing
department reared it's ugly head.
I would not consider the Postal
Service a threat in regards to
possible stealing of customers.
CMRA customers want the conve-
nience, service and street address
that is only available at one of our
locations. Joe Cheapskate already
knows the Postal Service boxes are
less expensive ~ if they want
cheap, that's where they belong
anyway.

(* Portions of this article incliude text
from a letter sent from the Postal

Inspection Service fo Baliimore aren
CMRA’s. Used with permission.) &
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lthough we've covered
Athe rules for operating a
CMRA several times in

the last few years, many operators
call with the same questions.

Here are a few of the most com-
mon:

Q: “I have two boxholders
(male) who receive mail under
both a man’s name and a woman’s
name. They must dress up like
women once in a while. When
asked for the woman's ID, they
can’t produce one. I have no
problem with what they do or
wear, but could this pose a prob-
lem with the postal inspectors?
All they're receiving is women's
clothing catalogs.”

A For these boxholders, and
any others that choose to receive

ail under an assumed name (for
Ivhatever reason), there is a
solution. Simply have the person
who applied for the box complete
the 1583, providing his/her
proper identification, and then list
the name(s) to be used as an
“a.k.a.” (also known as) some-
where on the 1583. As long as the
applicant has completed the 1583,
the names are listed in the
applicant’s handwriting (or are
initialed if added later), the Postal
Service will accept the false
names.

»
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Some boxholders write books and
use pen names. Others, like the
example given above, have other
reasons for desiring privacy.
Occasionally women will wish to
use both their married and
maiden names for correspon-
dence. There will not be a prob-
lem as long as the names used are
clearly shown on the 1583 as an
“ak.a.”.

Q: “] just purchased my store,
and the previous owner did a lousy
job with 1583's and obtaining ID
for customers. How do 1 bring the
store into compliance with postal
regulations without offending my
customers?”

A You don't really have much
of a choice. Postal regulations
require that you have a completed
1583 and ID on file for every
person receiving mail at your
location. Postal inspectors might
give you some time - like, say, a
week - to bring your store into
compliance, if they pay you a visit
and find you're not following the
regs. Boxholders generally
understand that-this information
is required by the Postal Service,
not by you.

If they really make a fuss, how-
ever, they might not be operating
100% on the right side of the law,
anyway. Legitimate customers
usually don’t have a problem
providing identification -it'sa
way of life these days.

As a last resort, withholding the
customer’s mail will get their
attention. And yes, you may
legally do this. You are the agent
for the receipt of the mail, and
could technically do whatever
you want with it. (I'm not advo-
cating destroying or damaging a
customer s mail, just pointing out
a fact.) If they can’t, or won't

provide ID after you start holding
their mail, you know they're up to
no good.

Dear Customers

As operators of a Commercial Mail
Receiving Agency, we are required to
abide by alf postal and other govern-
mental regulations. US Postal Service
regulations require us to obtain a PS
Form 1583 (attached) and identification
for every adult boxholder. In addition,
California law requires that all box-
holders operating as a business sign
the attached Affidavit.

If we fail to obtain the required infor-
mation, the paost office is within their
rights to cease mail delivery to our
customers. Please help us avoid this
unpleasant circumstarnce by completing
the attached forms

PS 1583
California Aftidavit

and returning them to our front counter
by

to avoid disruption of your mail service.
We will also need to physically view
and photocopy the identitication
provided for every adult receiving mail
in your box.

Thank you for understanding and
providing the needed items. Should
you have guestions or wish to learn
more about these regulations, please
ask for me personally.

Sincerely,

Joe Mall Center Operator

Q: “My postal inspector just
suggested that I should fingerprint
every boxholder as an extra mea-
sure of caution. Should I?”

A Taik about justifying your
existence... I would suggest (in
the nicest possible way) that this
inspector go back to DMM school
and learn what it does, and does
not, say about CMRA's. There is
no requirement to fingerprint
anybody (although perhaps an
untapped profit center exists
here).

June 1997 AMPC 11
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Very.Legal, But Unethical,
Boxholder Scam

Ay hn
@) Jay Johnson

company called The Kaplan Group, based in
{O Florida, is renting private mailboxes in

various parts of the country for the purpose
of receiving mail from a direct mail campaign aimed
at the elderly and infirm. Itis specifically targeted o
nursing, convalescent and retirement homes. The
pitch printed on “Official” looking posteards to
recipients advising that “The UL5. Government may
have up to $750.00 for the recipients as funds due,
but the government may have lost their address over

the years, etc. The implication is that all the recipient

of the postcard needs to do is send a check for $9.95
and they'll receive money.

What the recipient actually receives is a list that the
government publishes regularly with names of

people it is trying to Iocate to refund money. This list

is available to anyone for nothing by contacting the
federal government directly or via the Internet.

The scam has been investigated by the Postal Inspec-
tors Office, the Federal Trade Commission, and other
public and private agencies dealing with consumer
@raud, To our knowledge, there has not been action
aken directly because the company is careful to
avoid language that actually promises refunds. This

(Qompany does provide a service, albeit one that is not

clearly identified on their mailing, by sending the
recipient a copy of the list which is readily available
for free. This unethical preying on the elderly is not

new and reaffirms the axiom “If it sounds too good to

be true, it probably is”.

This is being sent to you to alert other AMPC mem-
bers who may want to avoid making contact with
anyone attempting to establish a mailbox for this
purpose.

(Jay Johnson is the proprietor of two Mail Clinic
stores in the Issaquak, WA area) @

Need to Automate your shipping but
dor't have a lot of money?
You need Easy-Ship by Stat Supply!

Stat Supply Company
P.C. Box 5665, Katy, TX 774515668
{800} 6664567 or (281} 4921831
Fax: (281) 492-8801

Don't get

;, STUCK

with Brand X
labels!

E |tr0 N.. brand labels

$ 6 5 per case

These high-quality 2 x 2-1/4" labels
use an adhesive designed espedially for
the Eltron printer to reduce jams. Back-
ing is periorated for easy tear-oft.

Far use with your PastalMate system

PCSYNERGY {800} 239-7979
T g g use PIN #8001

High quality
shipping tubes.
38 Sizes In Stock
Immediate Shipment
Factory Direct

©r ()

Dy

FREE DELIVERY

i

&
MILLS. INC. o 4 Eatal
RANTRITURTRS OF PAPER TUSES AND CORES
P.Q. BOX 369 » NEW OXFORD, PA 17350
FAX 717-624-4420 * TOUL FREE 1-800-242-5216
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Nigerian Connection Update

by Yves Melanson

- e have recently been
involved with the
postal inspectors

Oegarding a couple of mailboxes
rented by Nigerians and involv-
ing alleged mail fraud (writing
worthless checks), and have been
told some interesting details
about how they currently operate.
This, along with our first-hand
observations, serves as a reminder
to be ever vigilant when renting a
mailbox.

1.

N

w

Qur mailbox renters wanted to
fill out the 1583, and they knew
exactly how to do it. The
inspectors tell us this is pretty
standard because they don’t
want the CMRA to closely
review the identifications.

We did review the identifica-
tions {driver’s license and
VISA card) and they appeared
to be perfectly in order (names
and signatures matched and
picture matched the face).
However, the inspectors tell us
that the credit cards they have
uncovered have been stolen
out of the mail, and then VERY
GOOD fake drivers’ licenses
have been made to match the
name on the credit card.
However, the credit card is not
used for payment (since it has
already been reported stolen).
It is only used in conjunction
with the driver’s license for
identification purposes.

. The mailbox renters will

normally park their vehicles
out of sight of the CMRA. This
is also a common practice at
the banks where they open
checking accounts using the
CMRA's address.

. A twist with the current rings

is that they will open the box
and checking account but wait
a few weeks (as they did in our

o

@

case) before running their
worthless check scam. They
know that we and the banks
may be watching new boxes
for checkbook boxes and/or
credit cards. In other words,
they tend to be patient.

They do not like to have their
identifications copied. One of
our box renters checked into a
motel and paid cash. The
manager insisted on copies of
IDs in case there was room
damage. The renter insisted on
getting the copies back upon
checkout, so there was a joint
inspection of the room at
checkout. {(And here’s a tip for
you. These renters had called
another CMRA inquiring
about mailbox rates, availabil-

ity, identification required, etc.

The quick-thinking manager
thought she “smelled a rat”,
and called “*72” (last number
redial) after the party hung up.
Since the call was placed from
motel and since the caller also
had a Nigerian sounding
accent — heavily British — she
called the postal inspectors
who “visited” the motel, but it
was too late. They had already
checked out.)

. For being so slick, these folks

are not always bright, The first
renter rented a box at three
different CMRAs. About a
month later, a second renter
showed up in town and rented
from two of same three
CMRAs. (Another good reason
to network with the competi-
tion.) And in both cases, they
used independents, not fran-
chises. I guess they figure there
is no independent network.

. These people are professionals.

In the local area, they have
already defrauded merchants
and the banks out of at least
$20,000.

The local inspector-in-charge
called a meeting last week of all
CMRAs to brief us on the on-
going investigation. His sugges-
tions included these:

a. Make a copy of the driver’s
license and keep it with your
copy of the 1583 (even if you're
not in Calif).

b. Since most of us do not write
down the credit card number
when it is used for identifica-
tion, at least write down the
issuing company. This can
greatly speed up tracking the
card to see if it is legitimate or
not.

¢. Keep an eye on mail going to
new boxes. If all that is show-
ing up is checks from a bank
(especially in envelopes in-
stead of a box), credit cards
(you can tell by feel), and other
letters from financial institu-
tions exclusively, it's time to
call your local inspector.

The inspectors feel that the sec-
ond group of scammers (the
motel group) have been scared off
since evidence at the scene led
them to a local accomplice, who
they interviewed for about four
hours in the middle of the night.
The accomplice didn’t roll the
perps over, but it’s even money
who the accomplice called first
when the inspectors left.

The first group was apprehended
by the inspectors at an airport
rental car check-in right after the
CMRA meeting on May 15 and
are currently guests without bond
in the local Criminal Justice
Center (jail). The CJC maitre di
doesn’t take VISA or checks in
their case.

(Yves Melanson is the owner of
The Mail Center in Colorado
Springs, CO.)
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‘Mbre Entries To The “Scam-of-the-Month” Club

“The newest scam (at least lo
=ys), is the “internet Yeliow
Pages”.

his is probably the same

company that produces the
“Yellow Pages”, but not the real
one. This is some joke of a copy.
Unfortunately, we found out the
hard way when the past manager
here okayed the ad and we gota
bill. We even paid partof it
before I found out who it was and
what it was.

[ now am the only one to approve
or accept any form of advertising,
donations promo’s etc....

From what I found out from our
contact at Nynex, the yellow page
ads are in there automaticaily and
they have no immediate plans to
expand them into “larger” or
“homepage” type ads. While they
are producing web pages etc., as a

separate part of the company, this
is not part of the real yellow
pages (at least from anything I
have been able to find).”

Jeff Ballantyne
Parcel Room
Portsmouth, NH

“It was a simple enough request,
written with a blue marker on
lined paper. “Please drop these in
the mail. Thanks!” The paper
was folded around three #10
envelopes, stamped, no retun’
address, and each addressed to a
Social Security office in nearby
towns.

This packet came addressed to
my store (in Aurora, CO), inan
envelope postmarked in Minne-
sota, but bearing a return address
of Arizona. No indication on any

of this as to who sent it.

The interior envelopes were thin
enough to see that they contained
Applications for Social Security
numbers, each for a different
name, but to the same address in
yet another nearby town.

We dropped them in the mail, all
right... to the Postal Inspector!”

Lorene Paschal
Mail Room
Aurora, COE

When you quit making
mistakes, you stop
growing... live and learn.

4+ The ideat impulos itams,

Sorme things are Better in a Bottie,
Some things are Better in a Bag...
Bet-A-Gram™ offers you bothl

¢ Customized to fit your region &
clicntals,

4 Bottles come in a vartiety of shapes
2nd sizes. Dynamic themes for any
docasion, they're fun and festive

*  Our unique Post-A-Gram mailable
pouch posteards are filed with cheice of
sand, confett, coffee or beeds

4 Both products are Ready-to ~mail, with
no box or envelope neaded...

USPS approved

¢ Counter display measures only ° wide
x 8" deep and comes FREE with first
order

4 Now through September 30th we are
offaring & 10% discount on all new or-
ders (i you're already a layal customer,
you bet you're includad!)

4 Call or fax tor complete information on
how you can get etarted todayl

neatestittle things! Welove's
Torn Gardella, Qwik Pack & Ship, Naples, Fiorida

*Our customers are thrilled with them, they think they're the
b

*One of the few point of purchase that works for us”
Arnle Goldsteln, FPostal Solutions, Inc, Torranse, CA

“It's dolng great. It's surprising how fast they sell”
Tom Turner, Pony Mallbox & Business Center, TN

&

fst-A-Gram 800-8666-5214 or fax 806-536-2625
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The Best Known Mailbox Scams

here are several known
I scams that are perpetuated
every year from CMRA
" locations — some have been
going on for years. One of the
very best tip-offs that a customer
is up to no good can come at the
time the would-be customer is
completing his 1583 form.

Nervous Nellies Need Not
Apply

Any customer who “needs to take
the form home to look up some
information” is definitely suspi-
cious. The only information
needed on that form is address
and reference info. Another
classic is the applicant who “just
lost his wallet, so he has no ID”.
That one is so old, it’s growing
mold, but many operators still fall
for it.

ervousness, unwillingness to
.ﬁrovide 1D, or immediate ques-
tioning about privacy or forward-
ing policies can also be clues that
maybe the applicant has some-
thing to hide. Even if the ID
checks out and the 1583 is com-
pleted, it might pay to be extra
attentive to such a person’s
activities or mail received.

Hidin’ At The CMRA

Here are a few major indicators
that one of your customers is
either contemplating or actually
committing a fraud of some sort:

‘A) The only mail he receives is
credit cards, or credit card
applications.

B) The only mail received is
boxes of checks, usually two
or three from different banks.

9 The first piece of mail received
is a driver’s license.

D) The only mail received is
overnight letters from all over

the country.

In scenario A, this guy is out to
defraud the credit cards compa-
nies, and most likely has given
you a phony ID. He may have
been involved in “identity theft”,
a far reaching, fast moving crime
wave that has been sweeping the
country. By obtaining a legitimate
person’s name, social security
number, date of birth, etc., he can
generate phony identification and
request new credit cards in the
unfortunate victim's name. This
guy will only stay around long
enough to rip-off several credit
card companies, and will most
likely disappear before the first
bills arrive.

Scam B is usually much easier to
deter and to turn over to local law
enforcement officials. This cus-
tomer has opened accornts at
several banks on the same day,
ordering checks, and making a
minimal opening deposit. His
desire is to write bad checks all
over town, ripping off local
merchants, and again disappear-
ing by the time the bounced check
notices start arriving.

A fast way to put paid to this
cretin is to contact the local banks
as soon as you see boxes of checks
from more than one bank arrive
for this fellow. Yes, it does take
diligence, but the local banks will
be very happy with your atten-
tion to detail. Some operators
have reported receiving free
checking accounts and other
“rewards” for helping warn a
bank before the scammer could
hurt others.

Item C may sound innocent
enough, but it can be 2 warning
sign. Most legitimate customers
already have a drivers license.
Crooks who like to hide at
CMRAs have been known to
obtain licenses and then go and

perpetuate scams A, B & D above
at other mail centers, showing
photo ID with your address on it.

Finally, scenario D brings a much
wider scope to fraud. In this type
of scam, people operate in
“boiler-room” facilities, using the
phones to call people across the
country and give them the happy
news that they’'ve “won” a huge
prize. The only hitch is that the
prize winners must forward the
“taxes” immediately to claim the
prize, or it will be awarded to
someone else. The unwary
winners are instructed to forward
a cashier’s check or money order
via an overnight delivery service
to the crooks, who now “reside”
at your mail service. It canbe
weeks before the district attorney
gets wind of the scheme and
comes looking for the customer,
by which time he is history.

Due Diligence

These are just a few of the well-
known type of scams; others
appear as fast as the low-lifes of
the world can dream them up. As
a CMRA operator, you have been
assigned the agent status for the
customer to receive his mail, so
you may certainly hold back
suspicious items from suspected
crooks. Itis completely legal to
photocopy the outside of enve-
lopes to provide to your district
attorney, if asked.

You will find that your local law
enforcement officials will think
much higher of you if you tell
them about potential problems
with your customers than if they
come in with a search warrant
later.

To those who will argue, “well,
their (crooks) money is as good as
anyone else’s”, AMPC recom-
mends that you find another
Continued on page 27
August 1997 AMPC 23
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' “Cartonizing” Reduces Freight Damage

by Brad Hancock

he LLS carton program
is used by store owners as a
profitable method to ship

valuable items. Moreover, by
“cartonizing” items, LLS has seen a
significant reduction in freight
damages. For those who have not
used this program, here is a
summary:

First, the less-than-truckload (LTL)
blanket wrap program, that has
been in place for four years, has
NOT changed. Service includes
two-person pick-up and delivery
using an air-ride vehicle with
specialized logistical equipment.
Pricing is available in the LLS
Service Guide, This program is
used for household goods ship-
ments up to 12 pieces and less than
1000#. The announced changes
expand this program.

. Carton Goods: Linehaul

6 reduction of 30-40% off of
current published LTL blanket
wrap rates is now available for
any size, weight, or piece. All
items must be cartonized or
crated to receive these rates.
Service features are the same as
found under the LTL blanket
wrap program, including a two-
man team, inside pick-up and
delivery, and use of air-ride
vehicles with special handling
equipment. Pricing is based on
rates and mileage and is not
published in the LLS Service
Guide. Quotes must be faxed
into LLS at (800)545-3638 for
pricing.
More importantly, the defini-
tion of “carton goods for furni-
ture items” has been expanded.
Pieces do not have to be pallet-

” ized. Ttems are considered
cartonized when used with a
“tray and cap” of 200# corru-
gated corner boards, and en-
closing the items with corru-

gated or bubble wrap. The
“tray” concept is designed to
reduce damage to legs. By
securing the legs to move at the
same time in the event the
driver pulls the item(s) across
the floor, there is less chance a
leg will get caught on the floor-
ing. If while containerizing a
specific item, you design a
better method that addresses
this area, please consult LLS.

2. Household Goods: Full-service
household relocation is avail-
able for shipments over 1000#
or over 12 pieces. All moves
have an arranged in-home, pre-
move survey {if requested)
completed to ensure pricing
accuracy LLS will schedule
loading, delivery, and arrange
temporary storage if needed.
Damage is minimized due to a
direct routing system,
whereby most shipments
picked up by a driver will be
delivered by the same driver.
This system eliminates ship-
ment discrepancies and reduces
the exposure to damage. Pro-
gram rates which must be
prepaid, are lower than direct
customer contact with van lines
and are perfect for small house-
hold goods (HHG) moves over
10004. In addition, there is no
piece, weight or size limitation
and all shipments over 5000#
have guaranteed pick-up and
delivery dates.

These changes give customers
more flexibility with regards to
price and service requirements.
Together with the LTL Air Ride
shipping, store owners have the
ability to pursue HHG shipments
at various weight levels.

For any questions, please call the
LLS service staff at (800)755-7698.

(Brad Hancock is the AMPC
contact at Lile Logistics Services
(LLS), based in Littleton, CO.) B

New Manifest/POS
Company

Mark Ford, president of ShipRite,
Inc., has announced the release of
ShipRite Lite with POS for Win-
dows, and ShipRite Mail Wizard
Pro. These two programs are
designed exclusively for the retail
pack & ship environment.

Some of the features of ShipRite
Lite are:

¢ Allows rate comparison be-
tween carriers

Prints FedEx Express Manifest

Shipper and Consignee Data-
base

Track with UPS OnLine and
FedEx Ship

Package estimator

Comprehensive QuickBooks
accounting reports

Inventory management

Features of Mail Wizard Pro
include:

Automatic printing of 1583,
rental agreement, counter
notices, rent due notices and
yearly list for post office

Manage multiple size boxes

Flags accounts for notices

Tracks unlimited use of boxes

For complete information, contact
Mark Ford at (800)724-0167. B

Mailbox Scams
Continued from page 23

niche. Suitable employment can
probably be found in either the
numbers running or professional
wrestling industries. The CMRA
industry has a long, and some-
times cloudy, history that can
only be strengthened by strong,
vigilant operators. B
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" Scammer Uses
CMRAs To Hide

Qarid Ghasemi probably thought

e had cooked up a fool-proof
way to cash hundreds of illegal
tax returns, but he didn’t count on
the alert postal workers of
Halifax, PA.

“We found out about this because
the postal workers in the small
town of Halifax noticed the
change-of-address form and knew
the people,” said Susan Watson, a
U.S. postal inspector.

“And they knew that the people
still lived in town and didn't live
at the address he had put down.”

Investigators say Ghasemii filed
change-of-address forms in
college students’ names, directing
mail to post office boxes and
CMRA addresses in Orange
County, CA. Utilizing his posi-
tion as a software salesman
pecializing in educational soft-

““ware for schools, he had obtained
students’ identity information
from the school computers.

Ghasemi then set up new identi-
ties for the students with Califor-
nia addresses.

In a search of his car, his home
and Ghasemi himself, authorities
found 78 post office and private
box keys, 93 uncashed IRS refund
checks, 13 California driver’s
licenses with his photograph and
false names on them, and more
than 100 unauthorized credit
cards and automated teller ma-
chine cards. IRS refund checks
alone tied to Ghasemi totaled
over $203,000. Many of the tax
returns were simple filings and
typically sought refunds of
$2,000.

,’3hasemi faces 60 years in prison
and fines totaling $2.75 million at
his sentencing Sept. 22 .
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Meetings With Congressman Nets
Co-Sponsor

Kudos to AMPC
member Vicki
Fitzwater for organiz-
ing a meeting with
Congressman Jon
Christensen in her
hometown of
Omaha, NE. Vicki
embraced the
challenge of orga-
nizing other opera-

Congress of the Anitey States
Kouse ot Bepeesentatives
Rasyingron, Be 2035152702
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Christensen,
seeking his sup-
port for HR 198.

By the meeting's
end, Rep.
Christensen had
agreed to investi-
gate the merits
of the bill. By
the week's end,

e

SR

Tt

AR e

e

TR et e 1o
SR

he had agreed to
co-sponsor the bill.
Thanks, Vicki, and all participants of Rep. Christensen’s
meeting.

GTI Industries, Inc.

YOUR FULL SERVICE INDUSTRIAL PAPER DISTRIBUTOR
For Your Florida Connection

N [al=way

» Cartons

« Bubble Wrap

« Self Seal Bubble Bags « Mailing Tubes
+ Padded Bags + Labe!s

. Newspn_nt « Video Mailer

* Loose Fill Photo Mailers

» Janitorial Supplies Retait Bubble

« Carton Sealing Tapes « Retail Tapes
* Packaging Equipment « Displays & More

Call Today For Your Price List J VISA « MC « AMEX

Ask for Todd ACCEPTED
BROWARD (954) 522-8155 DADE (305) 681-5000

FLA.TOLL FREE # 1-800-273-8311
3303 N.W. 1124h STREET « MIAMI, FLORIDA 33167-3386 » www.gti-inc.com
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Washington Stores Must Now Accept Summons

ntil recently, California

was the only state that

required CMRA operators
o accept service of process {(sum-
mong, etc.} from licensed process
servers. Washington has now
joined the ranks - other stores
will surely follow.

Process is considered served if the
notice is left at the “regular
matling address” (see bill text}.
Washington members are re-
minded that process servers are
required to provide photo identi-
fication upon demand.

Here is the text of the bill for
Washington members:

Substitute Senate Bill 5167

An Act relating to service of process;
and amending RCW 4.28.080.

Be it enacted by the legistature of the
state of Washington:

c. 1 RCW 4.28,080 and 1991 sp.s
0 s 28 are each amended {0 read
as follows:

Service rnade in the modes provided
in this section shall be taken and
held to be persopal service. The
surnmons shali be taken by deliver-
ing a copy thereot, as follows:

1) H the action be against any
county in this siate, o the county
auditor or, during normal office hours,
to the deputy auditor, or in the case
of a charter counly, Summons may
be served upon the agent, if any,
designated by the legisiative author-
ity.

2} i against any lown or incorpo-
rated city in the stale, 1o the mayor,
city rmanager, or during normal office
hours, to the mayor's or City
manager's cesignated agent or the
city clerk thereot.

3) If against a schooi or fire district,
a the superintendent of commis-

é)ner thereof or by leaving the same
n his or her office with an assistant
superintendent, deputy commis~
sioner, or business manager during
normal business hows.

4) 1f against a railroad corporation,
to any station, freight, ticket or other
agent thereof within this state.

5) i against a corporation owning or
operating sleeping cars, or hotel
cars, to any person having charge of
any of its cars cr any agent found
within the state.

6) If against a domestic insurance
company, to any agent authorized by
such company fo soliclt insurance
within this state.

7) If against a foreigr or alien
insurance campany, as provided in
chapler 48.05 RCW.

8) If against a company or corpora-
tion doing any express business, to
any agen! authorized by said com-
pany or corporation {0 receive and
deliver express matters and collect
pay therefor within this state.

9 If the suit be against a company
or corporation other than those
designated in the preceding subdivi-
sions of this section, to the president
or other head of the company or
corporation, the registered agent,
secretary, cashier or managing agent
thereof or to the secretary, stenogre-
pher or office assistant of the presi-
dent or other head of the company or
corporation, registered agent,
secretary, cashier or managing
agent.

10} 1f the suilt be against a foreign
cerporation or nonresident joint stock
company, pattnership or association
doing business within this state, to
any agent, cashier or secrelary
thereof.

11) If against a minor under the age
of tourieen years, to such minor
personally, and aiso to his orher
father, mother, guardian, or if there
be none within this state, then to any
person having the care or control of
such minor, or with whom he or ghe
resides, or in whose service he or
she is employed, if such there be.

12} if against any person forwhoma
guardian has been appointed for any
cause, then to such guardian.

13} If against a foreign or alien

steamship company or steamship
charterer. to any agent authorized by
such company or charterer to solicit
cargo or passengers tor transporta-
tion to or from ports in the state of
Washington.

14) H against a self-ingurance
program regulated by chapter
48.62RCW, as provided in chapter
48.62 RCW.

15} In all other cases, to the delfen-
dant personally, or by leaving a copy
of the summons at the house of his
or her usual abode with some person
of suitable age angd discretion then
resident thetein.

18) In lieu of service under subseg-
tion {15) of this section where the
person cannot with reagonable
difigence be served ag described the
summons may be served as providad
i this subsection and shall be
deemed complate on the tenth day
after the required mailing:

a) By leaving a copy at his or her
usual maiting address other than a
United Stales postal service post
office box with a person of suitable
age and discretion then resident
therein or, if the address is a place of
business, with the secretary, office
manager, vice-president, presidant,
or other head of the company, or with
the secretary or office assistant to
such secretary, office manager, vice-
president, presigent, or other head of
the company, and by thereafter
mailing a copy by first class mail,
postage prepaid, to the person o be
served at his or her usua! mailing
atidress other than a United States
postal service post office box: or

b} By leaving a copy at his or her
piace of employment, during usual
business hours, with the secretary,
office manager, vice-prasident,
president, or other head of the
company, or with the secretary or
office assistant to such secretary,
office manager, vice-president ,
president or other head of the
company, and by théreaitsr mailing a
capy by first class mail, postage
prepaid, to the person ta be served at
his or her place of employment. &
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sts | FpQ's
FREQUENTLY ASKED QUESTIONS AND THEIR ANSWERS

Identity Theft

O: What is “identity theft”? My
local Postal Inspector has asked
for our assistance in nabbing a
boxholder that is suspected of
stealing people’s identity. How
can (this boxholder) do this, and
what can 1 do to spot this type of
crime in the future?

A: Identity theft is one of the
newest, fastest-moving type of
while collar crime around. It
entails the actual theft of personal
information, like social security
numbers, bank account numbers,
driver’s license numbers, etc., and
the utilization of this information
to arrange for false credit. Com-
mercial Mail Receiving Agencies
(CMRAs) are one of the hidey-
holes used by identity thieves in
their quest to rip off America.

(An in-depth look at identity theft
can be found in the September
issue of Consumer Reports maga-
zine.)

The two main targets for identity
theft is usually either a busy,
working professional person, or a
retired person of above average
income. The professional person
is usually someone who is not
home during the day, but receives
mail at their home in a non-secure

D

mailbox. The thief rifles through
the mailbox, selecting bank or
credit card statements, leaving the
rest of the mail intact. Or, the
really bold individual will place a
temporary change of address
(COA) order with the post office,
and have all mail temporarily
diverted, often to a CMRA ad-
dress.

Retired people are extremely
vulnerable, as they may enjoy
frequent travel and be out of
touch for a week or so. Or, they
may be ill and not as attentive to
their affairs as they otherwise
might be. Either way, it's a
simple setup for thieves to har-
vest their personal information.

Sometimes low-life neighborhood
residents are paid for information
about retired neighbors who are
traveling. Other times, employ-
ees with access to computers at
large institutions are utilized.
Many incidents have been re-
corded of lower-wage data clerks
in hospitals or insurance compa-
nies being paid large sums for
providing patient information
(usually including social security
and driver’s license information)
to people working for identity
thieves.

The network of thieves can range
from the individual at the car lot
who can access the credit report-
ing bureaus, to the “runner” who
is employed to rent mailboxes at
CMRAs. The actual organizers
are seldom apprehended, as it’s
easy to pick up and move to
another city. This “business”
requires no inventory or much
overhead, and can be operated
out of a boiler-room setup just
about anywhere. Unfortunately,

the CMRA industry has been
known as a haven for these
crooks for years, because the
operators either don’t know or
overlook the crimes occurring
under their very noses.

Once the personal information
has been gathered, thieves look
for “matches”; generally, they will
need two identifying numbers to
access the computer databases
that contain credit reporting
information. Once accessed, the
personal data can be used and
manipulated to suit the thieves.

Sometimes duplicate credit cards
are requested, and might be
mailed to the CMRA. These
accounts are used to buy expen-
sive items that can be resold or
hocked. Other targets can be an
individuals IRA account, stock
account, or any type of savings
account that can be transferred by
phone or mail. The thief now
knows the identification numbers,
and can rattle off the social secu-
rity or driver’s license number
faster than the original owner.

Money from accounts mentioned
above is generally moved a few
more times, until it arrives at its
final destination; an offshore bank
account that can’t be traced. Once
the thieves have cleaned out a
person’s bank account or credit
cards, they just move on to an-
other unwary subject.

While identity thieves also use US
Postal Service mailboxes, hotels,
apartment houses and vacant
buildings to receive their mail,
CMRA operators have perhaps a
larger opportunity to stop iden-
tity theft than others involved.

Continued on page 36
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Confinved from paae 35

The 1583 form can be a formi-
dable tool in catching these
crooks, as the information re-
quested is straight forward, and
required only at a CMRA. Itis
amazing, however, how many
operators do not comply with the
simple identification regulations
outlined on the 1583. Whether
through ignorance, or apathy, the
results are the same, and identity
theft continues to proliferate.

One of the most amusing stories
heard from a CMRA operator was
that of a young man who came in
to rent a box, but told the owner
that “he was not allowed to
provide his true identity, as he
was employed by the CIA.” He
then proffered obviously fake ID,

and he had a yellow legal pad full
of handwritten names and social
security numbers for whom he
wished to receive mail.

The CMRA operator had a good
working relationship with her
Postal Inspector, and agreed 1o set
up a box for this applicant. As
expected, the only mail received
by this cretin was credit cards
from several banks. Since the
Postal Inspector had provided
postage paid envelopes, the
operator was able to bundle up
this mail and forward it to the
Inspector's office. The applicant
is now Incarcerated, although
there has been no word about the
higher-ups in his “organization”.

If every CMRA operator paid this
much attention to mailbox appli-

cants, both before and after the
box was rented, the industry
could be hailed for it’s involve-
ment in successfully deterring
identity theft. Too many opera-
tors, however, worry about their
boxheolder’s “privacy” and fear
that they might be sued for
violating same. Maybe they
should worry instead about the
government cracking down on
CMRAs that don’t comply, as this
is the inevitable consequence of
ignorance... or apathy.

A true leader faces
the music even when he
dislixes the tune,

* MERCHANDISE
THESE PRODUCTS
AND
DOUBLE
YOUR INVESTMENT!!

et
&erk /USA, NG

Specialty Strapping Products
460 E. Lemon Street, Suite £
Tarpon Springs, Flosida 34089
(813) 937/1634
Fax 813/937/4702
E-Mail netwerkusa@aol.com
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A Feéw Bad Apples Spoil Things For All

Ever wonder why the USPS is so gung-ho on persecuting the CMRA

K;dustry? Maybe this delightful pesting to a “Mail Receiving” site on the
orld Wide Web, hosted by a national franchise, will shed some light:

Why Should You Rent A Mailbox With US?
Confidentiality

We are an Authorized Mail Receiving Agent and have been for nearly §
years. Your mall is handled in a private, secure fashion by experienced,
bonded professionals. The confidentiality of mail processing is our
number 1 concern,

We are a private business and are not affiliated with the U.S Postal
Service in any way. Therefore, your privacy is protected and enforced
under strict mail privacy laws. In fact, postal privacy laws are sometimes
stricter than most civil laws. We are forbidden by law from revealing a
boxholders name, home address, phone number, or any other informa-
tion.

NO ONE WILL EVER KNOW YOUR ACTUAL PHYSICAL ADDRESS!

The information requested is for our files only and can only be giverito a
law enforcement agency in the event of a formal inquiry. Formal inquisi~
tions may take several months and your information rermains confidential
during the entire process. Our mail receiving service provides you witha
legitimate stree! address, not a P.O. Box. This provides benefits for
individuals and businesses alike, Sore of our customers include:

* Physicians
Mail Order Companies
Software Companies
Frequent Travelers
Out of State Job Applicants
Foreign Businesses/individuals
Divorcees
Personal Ad Respandents
Home-Based Businesses
Get-Rich Quick Marketers
Out of State College Applicants

.

Joe's Mail Center
Wainut Creek, CA 94588

With a posting like this, the operator might just as well hang up a big
sign that says “If you're a crook, or want to hide for any reason - rent a
box herel Want to hide from creditors, defraud your insurance company,
pay in-state tuition, rip-off fittle old ladies —we're the spot fer you! *
Obviously, the many legitimate reasons for renting a box are also men-
tioned, but they kind of pale in comparison to the reasons to hide. &

NMONEYGRAM SERVICE
WAR

NING

by John Buseman

f read your recent editorial regarding
the waste of time for utility payments
plus the security factor, and wanted to
share an incident we recently had. A
customer wired $000 for an Express
Payment through MoneyGram. The
next afterncon he called to advise me
of a problem with the transaction, He
said he called BankOne to verify that
the payment was posted, They said,
“thank you for the $7,900 payment.”
He lold them he oniy paid $900 and
that ke did not have that kind of
money. They then advised him to calt
the sending agent to get it straight-
ened out.

[ immediately called Agant Services
and was nonchalantly told it was my
fault and that they would fook into the
matter. |asked o spezk to a manager
since this answer was unacceptable.

i then expiained to the manager that
their agent repeated the transaction
numerically as always and that they
made a huge $7,000 esror. She said it
was probably handled by someone in
their “rockie class” training. The
manager then atlempted to call
BankOne but could not reach anyone
after hours. She assured me that she
would work en It and calt me back
within the hour since | was closing in
75 minutes.

1 acually hed to call her back and she
said she was able to get an authoriza-
tion for me to cut a MonsyGram check
for $7,000. | was then able to deposit
the check in our account. The sad
part was of this story is that | was
nevar given an explanation as to how
this could have happened.

if my eustomer had not catied me, |
would have had a monumental
problem. We always carry more than
sutficient funds in our aczount but not
a $7,000 cushion,

{ immedialely sent a jefter to cancel
my agency agreement of nearly eight
years for the following reasons, 1.
Lack of confidence in their system. 2.
Time spent on wire trangfers. 3. Low
commissions. 4, Lack of cross sales
of other services, 5, Vuinerability of
robbery ot theft.

{John Buseman operates We R Mail in
Sewell, N1}
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Attachment 2

Parcel Shippers Association
121l Connecticut Ave. NW
Washington, DC 20036-2701
Telephone 202-296-3690
Fax 202-721-2030
psaweb@msn.com
December 18, 1997

Manager, Delivery

Qperations Support, 1.S. Postal Service
475 L’Enfant Plaza SW Room 7142
Washington, DC 20260-7142

Dear Sir:

The Parcel Shippers Association represents 100 Corporations and nearly 200 companies who send products
vig thé US Mails and other carriers to both residential and business customers around the world

~One of main concerns is the frandulent usz of the mails or of any shipping practice. We believe the
proposed Postal Service policy as described in Federal Register / Column 62, No. 166 dated 8/27/97, will
to reduce fraug.and therefore support the proposed rule change.

es V. Jelh
Executive Vice ident
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TRAVEL
Bentes RELATED
® SERVICES
An Amencan ExXpress Company:
s -
H
Richard A. Lefler NN :
Vice President s
Worldwide Security /0 Y 7 (7

Qctober 16, 883

Manager

Delivery Operations Support

U.S. Postal Service

475 L'Enfant Plaza SW, Room 7142
Washington, D.C. 20280-2802

Re:  Postal Service
Proposed Revisions
38 CFR Part Il
D042.2.5 - D042.2.7
Domestic Mail Manual

Dear Sir or Madam:

On behalf of the American Express Company, | would like to express our
support of the proposed rules updating and clarifying Sections D042.2.5 -
D042.2.7 of the Domestic Mail Manual.

These proposed revisions will serve to significantly enhance the integrity
and security of the mail delivery process and promote the validation of the true
addressees of mail sent to Commercial Mail Receiving Agencies.

As a result of the implementation of these proposed regulations, the
public's protection against frauduient identity and account takeovers will be
significantly fortified.

Sin ly yours,

ichard A. er
Vice President
Worldwide Security

American Express Trave! Related Services inc., American Express Tower, World Financial Conter, New York, NY 10285-4850
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National
Consumers
League

Founded 1899

1701 K Street, NW ¢ Suite 1200 » Washington, DC 20006 ¢ {202) 835-3323 ¢ FAX (202) 8350747 « httpuiwww.natlconsumersleague.org

Board of Directors

Linda F. Golodner
President

Clair E. Villano
Chair
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Vice Chair
Brandolyn C. Pinkston
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Markley Roberts
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Secretary

Jack A. Bum
Counsel
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Mary Heslin

Sandra Wilett Jackson
Ruth Jordan
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Larry Mitchell

Don Rounds
Patricia Royer

Bert Seidman

Esther Shapiro
Samuel A, Simon
Caroline B. Stellmann
Ricki Stochaj
Leiand H. Swenson
Barbara Van Blake
Gladys Gary Vaughn
Blue Wooldridge

December 23, 1997

Manager

Delivery Operations Support

U.S. Postal Service

475 L’Enfant Plaza SW Room 7142
Washington, DC 20260-2802

RE: FR Doc. 97-22694, Proposed Amendments to 39 CFR Part 111

Dear Sir/Madam:

On behalf of the National Consumers League, I wish to submit the
following comments regarding proposed amendments to the rules governing
delivery of mail to a commercial mail receiving agency. The oldest nonprofit
consumer organization in the United States, NCL has advocated for faimess and
consumer protection in the marketplace since its founding in 1899.

NCL has a special interest in commercial mail receiving agencies because it
operates programs through which consumers can report telemarketing and Internet
fraud. Many of those scams are perpetrated by individuals or companies that use
commercial mail receiving agencies to receive their victims’ payments.

The National Fraud Information Center was created by NCL in 1992 to
offer consumers advice about telephone solicitations and to route reports of
telemarketing fraud to law enforcement agencies. NFIC counselors who answer
calls to our toll-free hotline at (800) 876-7060 help consumers identify the
hallmarks of fraud and enter information about suspected scams into a database.
That information is then relayed electronically to the database jointly maintained by
the Federal Trade Commission and National Association of Attorneys General. In
addition, consumers’ fraud reports are transmitted within minutes to more than
150 federal, state and local law enforcement agencies in the United States and
Canada, including, when use of the mail is involved, the Postal Inspection Service.

In 1996, NCL expanded its fraud-fighting efforts to cover scams in
cyberspace. The Internet Fraud Watch, which operates in tandem with the NFIC,
offers advice about Internet and online solicitations and relays reports of fraud to
law enforcement authorities using the same database and transmittal system.
Consumers can ask questions and report fraud through the telephone hotline, by e-
mail at fraudinfo@psinet.com, or via the online query or reporting forms on the

Representing Consumers for 98 Years

»ollBpen @ rrintes on Recycled Paper
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NFIC/IFW web site, <www fraud.org>. The web site also provides general consumer
informaticn and tips about avoiding telemarketing and Internet fraud.

We also give advice to victims of identity theft, though we do not generally take that
information into our system since the victims usually do who has perpetrated the crimes and these
situations do not fit under the traditional categories of telemarketing and Internet fraud. Qur
counselors report that over the last year they have received an increased number of calls and e-
mails from people in this regard. We are aware that CMRAs are often used to obtain credit cards
and other goods and services in the names of hapless victims of identity theft.

The NFIC/IFW programs, which operate Monday through Friday, 9 am. to 8 p.m.
Eastern time, receive about 300-350 telephone calls and 250-300 e-mails each day. We also
receive a varying number of letters from consumers every day. All told, 30-50 telemarketing and
Internet fraud reports are entered into our database and relayed to law enforcement agencies each
day. These reports cover a broad range of fraud: work-at-home schemes, investment scams,
bogus business opportunities, pyramids, travel fraud, empty prize offers, foreign lottery
solicitations, false promises of credit cards or personal loans, etc. One thing that all these scams
have in common is the requirement for payment in advance of receiving the goods or services.

When the addresses of the suspect individuals or companies are entered into our database,
the system identifies those that are at commercial mail receiving agencies (CMRAs). On average,
approximately 11% of the fraud reports that we receive are against telemarketing or Internet
promotions using CMRAs. While we do not investigate these operations ourselves, we know
from speaking with the agencies that receive our data that fraudulent promoters use CMRAs to
conceal their actual locations from consumers and law enforcement authorities. Furthermore,
CMRA addresses such as “suite” give consumers the impression that they are dealing with
companies located in office buildings, often at prestigious addresses, when in fact the promoters
may really be located in low-rent storefronts or industrial parks, or even be operating out of their
homes.

Moreover, we have noticed that it is not uncommon for several different company names
to appear in our database associated with the same CMRA. It is obvious that fraudulent
telemarketing and Internet promoters are abusing this alternate mail delivery system. While we
applaud the U.S. Postal Service for considering changes to reduce this abuse, we believe that
some of the proposed amendments do not go far enough and we would like to suggest even
tougher CMRA requirements.

ddressing Mail Sen

We agree that there should be a specific designation for addressing mail to a recipient
using a CMRA. The use of “suite,” “apartment” or similar terms should be prohibited because
they are inherently misleading. However, we fear that many people will not recognize that the
proposed designation “PMB” stands for “private mail box.” We suggest that this or any other
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designation permitted by the U.S. Postal Service should be required to be completely spelled out.
The designation “rental mail box” would be an even clearer indication that the address is not the
physical location of the addressee. This would reinforce the educational messages that NCL, the
U.S. Postal Service, and many other organizations and agencies have sought to convey to the
public -- that it is important to where someone really is with whom you may do business.

Forwarding Mail to Addressee

‘We concur with the requirement that the addressee should prepay for new postage in
order to have mail forwarded, but we are not convinced that this relatively small cost would
discourage criminals from using CMRAs to bounce their mail from one location to another and
obscure their trails, especially in light of the large amounts of money that are generated by
fraudulent telemarketing and Internet promotions. We can think of no compelling reason why a
legitimate addressee would need to arrange for mail forwarding on a permanent basis. Therefore,
we urge the U.S. Postal Service to make forwarding more restrictive by limiting it to a special
arrangement for a short period of time, such as two weeks. This would adequately cover
situations where an addressee might be traveling and unable to pick up the mail.

Furthermore, when an addressee terminates a CMRA account, mail should be forwarded
for no more than three months. This would prevent a fraudulent operation that has pulled up
stakes out of fear of discovery or because of imminent leqal action from continuing to receive mail
through the CMRA, while still giving legitimate addressees the ability to notify senders of their
new addresses.

Conclusion

‘We appreciate the opportunity to make these comments and commend the U.S. Postal
Service for its efforts to prevent exploitation of the mail system by criminals. The use of a CMRA
is not a right, but a privilege that is extended by the U.S. Postal Service in addition to the regular
mail service that is available to the public. The U.S. Postal Service has both the right and the
obligation to ensure that this mailing alternative is not used as a conduit for fraud and other forms
of illegal activity.

Respectfully submitted,

Swmz—

Susan Grant
Vice President for Public Policy
National Consumers League

cc: Linda Golodner, NCL President
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Russell W, Schrader
Vice Presiden and Senior Counsel

December 24, 1997

Manager

Delivery, Operations Support

U.S. Postal Service

475 L’Enfant-Plaza S.W., Room 7142
Washington, DC 20260-2802

Re:  Notice of Proposed Rulemaking: Commercial Mail
Receiving Agencies

Dear Sir or Madam:

VISA U.S.A. and VISA International (collectively "Visa")l are submitting
this comment letter to the U.S. Postal Service in response to its proposal to update and
clarify the procedures for delivery of an addressee’s mail to a Commercial Mail
Receiving Agency (“CMRA”™). The Postal Service published its proposal in the Federal
Register (62 Fed. Reg. 45366) on August 27, 1997, and it is referred to in this comment
letter as the “Proposed Rule.”

Visa is the largest consumer payments system in the United States and the
world. Visa is made up of nearly 21,000 financial institution members from around the
world that issue Visa brand cards. There are more than 580 million Visa cards held by
consumers globally, which are accepted at more than 14 million merchant locations and
350,000 automated teller machines worldwide. Visa provides transaction authorization,
clearing and settlement, and risk management services to Visa financial institution
members, and supports more than $1 trillion in Visa-related payment transactions
annually throughout the world.

Visa is writing this letter to support the Proposed Rule.

! Visa U.S.A. and VISA International are each membership organizations comprised of financial
institutions licensed to use the Visa service marks in connection with payment systems.

VISA U.S.A. INC. » POST OFFICE BOX 8999 + SAN FRANCISCO + CALIFORNIA 94128-8999 « (415) 432-3111 FAX (415) 432-2145
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Visa and its member financial institutions (as well as their individual
customers) are significant users of the U.S. mail, and its security is a critical component
of Visa’s efforts to fight credit and debit card fraud. Visa member financial institutions
utilize the U.S. mail to deliver literally millions of pieces of mail a year. This mail
includes new and replacement credit and debit cards, periodic statements containing card
number and transactions information, applications for new cards and services,
miscellaneous notices and other items. Visa member financial institutions receive
through the mail cardholder payments, correspondence regarding changes of addresses,
notices of potential errors or lost cards, completed applications for new cards and
services, and other items.

Reflecting this important role of the U.S. mail in the Visa payments
system, Visa estimates that approximately twenty-four percent (24%) of total fraud losses
incurred by Visa member financial institutions (which last year totaled approximately
$485 million) resulted from misuse of the U.S. mail by criminals. This misuse typically
involved fraudulent applications, account takeovers and/or mail order transactions.
Fraudulent applications occur when a thief, using the biographical data of a legitimate
individual to assume the identity of that individual, obtains multiple card accounts in the
name of that individual. The thiefis able to hide this fraud as long as possible from the
innocent victim by using an address different from that of the victim. Account takeover
results when the thief contacts the post office or the financial institution card issuer to
change the address of a legitimate cardholder to an address controlled by the thief. These
two types of fraud are commonly referred to as “Identity Theft.” Mail order transaction
fraud involves the delivery of items ordered by telephone or over the Internet to a thief
who has used a stolen or fraudulent credit or debit card to pay for the transaction.

Visa and its member financial institutions have developed and refined over
the years a variety of programs to address card fraud, which are summarized in an
attachment to this letter. Notwithstanding these efforts, criminals have been able to
perpetuate these frauds by using CMRAs and providing fraudulent information to the
CMRA on the Form 1583. Indeed, a substantial portion of the U.S. mail fraud described
above occurs through CMRAs.

Visa believes the Proposed Rule -- particularly the addressee address
verification and the addressee picture identification requirements of Section 2.6 of the
Proposed Rule -- will go a long way to addressing U.S. mail fraud of the type described
above, By making it more difficult for the thief to use a CMRA to maintain his or her
anonymity, the Proposed Rule would establish a powerful disincentive for thieves
considering these frauds. It also will greatly assist law enforcement in apprehending
these criminals after-the-fact, before they can victimize more innocent cardholders. Our
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experience with these criminals is that they often repeat their frauds over an extended
period of time. For example, the New York authorities recently apprehended a criminal
engaging in dozens of Identity Thefts while on parole for previous Identity Theft crimes.

In addition to the new requirements prescribed in the Proposed Rule, Visa
recommends that the Postal Service also require the CMRA 1o retain a photocopy of the
addressee’s photographic identification. (Section 2.6(a) of the Proposed Rule would
require the addressee to present to the CMRA an identification that includes a photograph
of the addressee, but the Proposed Rule leaves it up to the CMRA whether to retain a
photocopy of this picture identification.) The ability of law enforcement to obtain
photographs of criminals that are misusing CMRAs would provide an extremely
important new tool for addressing this type of fraud. Since the CMRA would already be
required under the Proposed Rule to obtain picture identification from the addressee, it
would be only a minor additional burden on the CMRA (and no burden on the legitimate
addressee) for the CMRA to maintain a photocopy of this identification.

As indicated by the Postal Service in the Proposed Rule, the requirements
of the Proposed Rule applicable to CMRAs are similar to those for obtaining post office
box services. Visa agrees that the requirements of the Proposed Rule should apply in the
sarme manner 10 any entity that receives and holds or forwards U.S. mail for addressees,
including the U.S. post offices.

Visa very much appreciates this opportunity to comment on the Proposed
Rule. If Visa can be of assistance to the Postal Service in connection with the Proposed
Rule, or there are any questions regarding this letter, please do not hesitate to contact me,
at (650) 432-3111.

Sincerely yours,
W% al\
Russell Schrader

Vice President and Senior Counsel
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Fraud Disputes & Investigations
P.O. Box 272580
Concord, CA 94527-2580

December 19, 1997

Manager, Delivery Operations Support
U.S. Postal Service

475 L ‘Enfant Plaza SW, Room 7142
Washington, DC 20260-2802

Ref: Proposal to amend Domestic Mail Manual Section D042.2.5 through D042.2.7 (CMRA)

I fully support the effort as proposed in the Federal Register dated 8/27/97 (Volume 62, Number
166) to revise the sections regulating Commercial Mail Receiving Agencies. Tam however
concerned with section D042.2.6 a (4) in that an addressee would be allowed to provide any type
of identification to support their identification. The same accommodation is used for the owner
or manager of the CMRA however their home address must be verify by the postmaster (and
rarely is the owner/manager the one perpetrating the fraud). I believe that subsection 4 should be
removed as it is too vague and allows much too easily the perpetration of fraud.

Thank you for your consideration,

Sincerely,

Brian L. Curley
AVP & Manager



235

Dec-22-57 04:29P IAFCI Susan Syistra 91b Yol 4309 P.0O2

FINANC)
INVES'

A
AL CRIVIE!

TIGATORS

INTERNATIONAL OFFICE
1820 Grant Avenue

Novato, California 34845

Tel. [415) B97-8800

Fax (415] ESB-0798

CHAIRMAN OF THE BOARD

December 22, 1997

Roy E. Gamble, Manager

Delivery, Operations Support
U.S.Postal Service

475 L’Enfant Piaza SW, Room 7142
Washington, DC 20260-2802

Dear Mr. Gambie:

As spokesperson for the IAFC, [ appreciate the opportunity Lo comment on the
proposed revisions to the Domestic Mail Manual in 39 CFR Pan 111, Sections
D042.2..... as published in the August 27, 1997 Federal Register(62 Fed Reg 45366).

The proposed revisions are certainly hcading in the right direction ta alleviate the
serious problem of using private mailboxes ta perpetrate fraud of many kinds. 1
recommend these further additions:

Regarding identification: D042.2.5(b4) the postmaster shall retain 2 photocopy of the
identification for verification purposes. (D042.2 6(a4) CMRA owner or manager shall
retain a photocopy of the identification for verification purposes.

Regarding reponting change-of-address, under D042.2.6(d), the CMRA must report
quarterly on an alphabetical tist those who terminated within the last 12
months. including the date of ter and {orwarding address

The PMB designation is excellent, and should have a profound effect on monitoring
for fraud without harming any Jegitmate PMB customers. The delivery of mail to the
CMRA following the imp ion date of the needs to be stringently
enforced if they become non-comphant.

As a former member of the U.S.Secret Service. now with NationsBank corporate
security, and as president of the 4000 member IAFCI. the non-profit professional
association for financial crimes investigators, { know that our members and my
customers appreciate your efforts to prevent identity thefi, fraudulent applications and
other scams. This proposal is definitely in the best interest of the general public.
protecting them and their personal lives, as well as the many mailers, and ultimately
the U.S. economy. Speaking for the IAFCI, we support the promp adoption of these
changes.

Sincerely,

. e
Robert F. Myers id
International President

James Greene
Office of State Attorney
Ft Lauderdale. FL

INTERNATIONAL FRESIDENT

Robert Myers
Nations Bank
Charlotie, NC

FIRST VICE PRESIDENT
Vincent De Luca
MasterCard International
Purchase, NY

SECOND VICE PRESIDENT

Brian August
Barciay Card
Northampton, England

SECRETARY
Daniel L. Colin
AmeriTech
HoMman Estates, (L

TREASURER

Werner Raes
Anaheim Palice Dept
Anaheim. CA

EXECUTIVE DIRECTOR
Susan Race Sylstra
Sacramento, CA
MEMBERSHIP SERVICES

Renge L Woolard
Novata. CA
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JOHN J. BYRNE
SENIOR COUNSEL &
COMPLIANCE MANAGER

REGULATORY & TRUST AFFAIRS

AMERICAN
BANKERS 1120 Connecticut Avenue, N.W.
ASSOCIATION Je) Washington, D.C. 20036
(202) 663-5029

FAX: (202) 828-5052
INTERNET: jbyrmne@aba.com

December 22, 1997

Manager, Delivery Operations Support
U.S. Postal Service

475 L'Enfant Plaza S.W. Room 7142
Washington, DC 20260-2802

Attn : Roy E. Gamble

Re: Delivery of Mail to a Commercial Mail Receiving Agency
39 CFR Part 111

Dear Mr. Gamble:

The American Bankers Association (“ABA”) appreciates this opportunity to comment
on the United States Postal Service’s proposal to update and clarify the Domestic Mail
Manual procedures for the delivery of mail to a Commercial Mail Receiving Agency
(CMRA) as published in the August 27, 1997 Federal Register (62 Fed. Reg. 45366).

The ABA brings together all categories of banking institutions to best represent the
interests of this rapidly changing industry. Its membership - which includes
community, regional, and money center banks and holding companies, as well as
savings associations, trust companies, and savings banks - makes ABA the largest
banking association in the country.

Our members are major users of the U. S. mail, and include the largest bank credit card
issuers. They have experienced a sharp increase in fraudulent activity involving cards
mailed to CMRA addresses. We believe that the Postal Service proposal to require
CMRA addresses to contain a private mailbox (PMB) designation would greatly assist
businesses and law enforcement authorities in the prevention and detection of such
fraudulent activity. We therefore strongly support the proposal to require a PMB
designation in all such addresses, and urge that this requirement be adopted.

A growing area of consumer fraud affecting credit card holders and the issuers of credit
cards involves practices known as “identity theft” and “account takeovers.” The first
crime refers to the practice of obtaining identification information about an individual
(e.g., Social Security numbers, birth date, bank account information) which is then used
to engage in financial transactions (such as applying for, and using credit cards) without
the knowledge of the individual whose personal information and credit history have



237

been stolen. The seriousness of this issue is reflected by the response from Senator Jon
Kyl (R-AZ) in sponsoring a bill to create the federal crime of identity theft (S. 512).

“ Account takeovers” occur when a criminal, without the knowledge of the holder of an
existing credit card account, directs the financial institution to change the account
address to a “new” card issuing address, and begins using the account. Needless to say,
payment is not made for the merchandise or credit card cash advances received by
criminals, resulting in losses to the issuers of the credit cards, inconvenience and
indirect losses to the individual whose identity has been misappropriated, and
ultimately increased costs to all users of credit cards.

This type of fraudulent activity requires the criminal to have a mailing address to which
the victim’s credit card information is sent. All too often, after fraudulent activity has
occurred, investigations reveal that these addresses are maintained at Commercial Mail
Receiving Agencies. However, because there is not now a way to identify such
addresses as private mailbox locations, the ability of banks and other credit card issuers
to implement additional security measures to curtail losses is severely hampered.

The proposal to require that such addresses contain a PMB designation would greatly
assist our efforts to prevent identity theft and similar fraud. Because the overwhelming
majority of CMRA users are legitimate consumers and businesses, credit card issuers
would continue to mail credit cards, account statements and other mail to individuals
with CMRA addresses. But the PMB indicator would alert them to the fact that a
CMRA address was involved, and allow them to confirm that the mail was being sent to
a legitimate consumer through such “know your customer” steps as telephoning an
accountholder to verify that the consumer had, in fact, requested that a credit card or
statement be sent to a new address. Mandatory use of a PMB indicator, as you propose,
we believe, would help to alleviate a significant threat to our institutions.

We believe that the Postal Service’s proposal would be in the best interest of mailers and
the general public, and the ABA support’s its prompt adoption.

Singerely,

‘ Jo B rne/r\/\y/

nior Counsel and Compliance Manager
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American Financial Services Association

December 19, 1994

Manager, Delivery Operations Support
U.S. Postal Service

475 L'Enfant Plaza, S.W. Room 7142
Washington, DC 20260-2802

Re: Delivery of Mail to a Commercial Mail Receiving Agency
Dear Sir or Madam:

The American Financial Services Association (AFSA') appreciates this opportunity to
comment on the Postal Service's Notice of Proposed Rulemaking concerning Delivery of Mail to
a Commercial Mail Receiving Agency (62 Federal Register 45366; August 27, 1997).

AFSA supports the Postal Service's proposed rule. AFSA believes that requiring
Commercial Mail Receiving Agencies (CMRAs) to require verification of customers who rent
boxes as well as the requirement that such addresses carry an identifiable private mail box,
"PMB", designation will aid in preventing credit fraud and identity theft. AF SA's members
include some of the largest credit card issuers in the country. Credit card fraud is on the rise,
costing credit card issuers billions of dollars annually. Identity ‘theft is also on the rise.
Malefactors often use the mails and mail boxes as the preferred means of executing their
schemes.

Credit cards issuers send billions of monthly billing statements to cardholders and
millions of pre-approved offers for credit in the mail annually. The address files for these
accounts and offers is often flagged for "high risk" addresses such as P.O. boxes. This aids
creditors and law enforcement in their effort to detect and prevent fraud. However, PMB
addresses are currently not detectable for what they really are, rented post office boxes, often for
temporary purposes by individuals who may be difficult to trace. The PMB designation will aid
creditors in treating such addresses more carefully in order to minimize fraud. The stepped up
identification requirements may also reduce the number of persons who rent PMB's for nefarious
purposes. In the case of identity theft, a consumer's mail may be temporarily diverted to another
address, often a PMB, for long enough time for the perpetrator to actually "assume” control of a

! AFSA is the nation's largest trade association representing market-funded providers of
consumer financial services. Organized in 1916, AFSA represents 367 companies operating over
10,000 offices engaged in the extension of over $200 billion of consumer credit throughout the
United States. These companies range from independently-owned consumer finance offices to
the nation's largest diversified financial services companies.

919 Eighteenth Street. N.W.. Washington, D.C. 20006 Telephone: (202) 296-5544  Fax: (202) 223-0321
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person's financial assets, credit accounts, etc. This can cause financial loss and many months of
aggravation to consumer's who have been victimized in this way. The proposed rule will aid in
detecting and preventing this type of crime. Accordingly, AFSA supports the proposed rule as
being in the best interest of both creditors and consumers.

Sincerely,

Cheryl A. Montan
Senior Counsel



240

NOVUS SERVICES, INC.

2500 Lake Cook Road
Riverwoods, iL 60015

December 18, 1997

Manager, Delivery Operations Support
US Postal Service

475 L'Enfaut Plaza SW

Room 7142

Washington, D.C. 20260-2802

Dear Sir:

This letter is being written in response to the proposed changes to procedures for
Commercial Mail Receiving Agencies (CMRA) as set forth in the August 27, 1997 edition
of the Federal Register.

| strongly support the changes you want to implement. They would serve as a potent
remedy to some of the existing abuses which allow the services provided by CMRAs to be
misused in order to commit fraud.

Thank you for your attention to this issue.

Very truly yours, )

o] il
4

g e > 7 ’é’b’&tv’

Eugene J/ Connolly

National Director of Security

EJC/mrf
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This is in response to a request for comments concerning the rule proposed
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WILLIAM E. GRIFFIN
CHIEF ASST. ATTORNEY GENERAL

108 STATE STREET
MONTPELIER
05609-1001

September 30, 1999

Kennsth Weaver

Chief Postal Inspector
United States Postal Service
475 L'Enfant Plaza, SW
Washington, DC 20260-2100

Re: Use of Number Symbol (“4") by CMRA Clients

Dear Mr. Weaver:

I understand that at last week’s meeting with the United States Postal Sérvice on .
cemmercial mail receiving agency (‘CMRA”) issues, it was suggested that the Postal
Service might consider amending its current rules to permit CMRA clients to use a
number-symbol (*#”) in place of the now-required designation, “PMB” (Private Mail Box}.
On behalf of this Office, | am writing to express strong opposition to this proposal. |
believe that other states share this view and anticipate that you will be hearing from
them in due course.

As noted in the recent multistate comments to the Postal Service {see letter dated
September 24, 1999, to Manager, Administration and FOIA), a major concern of the
States is the misrepresentation of the geographic location of CMRA clients.
Telemarketers, paid fundraisers and other businesses have in the past used CMRA
street addresses—sometimes in combination with the words “suite” or “apartment’—to
misiead consumers and charitable donors into thinking that the company is local when it
is not. As a result, citizens make purchases and contributions that they would not make
if they knew that the company has no office in the local community, or is not necessarily
providing charitable services there, but is only using a mail handling facility to create
that appearance.

Use of “PMB,” once it is understood by the public, will help set the record straight
for censumers and donors and avoid deception as to the nature of the refumn addresses
they are asked to use. However, permitting CMRA clients to employ “#” instead is likely
to undercut this advance entirely. When a return address reads, “120 Main Street #5,
Montpetier, VT 05602," this cannot help but create the impression that the sender has a
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Kenneth Weaver ] September 30, 1888 Page 2

physical office in a suite or apartment at that street address, for the symbol “#,” without
more, is commonly used as a shorthand for “apariment number” or “suite number.” See
Commonwealth of Pennsylvania by Emest D. Preate, Jr., Attorney General v. Mail
Boxes Etc., USA, No. 298 M.D, 1990 {Pa. Commw. Ct.) (Consent Petition for
Permanent Injunction, Nov. 18, 1991) (prohibiting reference to private mailbox as
“suite,” *apartment,” or any other term which causes likelihood of confusion as to source
or geographic origin of goods or services).

Use of “#” does not provide any meaningful information to consumers as to the
identity of the business at that address and fails to inform consumers that the company
with which they are doing business is not physically located there. What is more, the
use of a number symbol would run directly counter to the purpose of the Postal
Service's new regulation-—namely, to “reduce[e] the opportunities to use the mail for
fraudulent purposes.” 64 Fed. Reg. 14385 (Mar. 25, 1999).

This Office urges the Postal Service to refrain from embracing this proposed
change to the “PMB” rule. | would be happy to discuss this matter further with you at
your convenience.

Thank you for your consideration.

Sincerely,

Elliot Burg .
Assistant Attormney Genaral



WILLIAM H. SORRELL
ERAL

TEL.: {80
ATTORNEY GEN Tax {802) 828.3171

et G B
g 628.3665
J. WALLACE MALLEY, JR : 5
DEPUTY ATTORNEY GENERAL CIVIL RIGHTS: (802) 828-385%

WILLIAM E. GRIFFIN
CHIEF ASST. ATTORNEY GENERAL

STATE OF VERMONT
OFFICE OF THE ATTORNEY GENERAL
109 STATE STREET
MONTFPELIER
056091001

Qctober 14, 1999

Kenneth Weaver, Chief Postal inspector
United States Postal Service

475 L'Enfant Plaza, SW

Washington, DC 20260-2100

Re: *CMBA” Hearing Before Houge Subcommittee

Dear Mr. Weaver:

{ have recently been informed that the House Subcommittee on Regulatory
Reform and Paperwork Reduction of the Committee on Small Business will be holding a
hearing on October 19, 1999, on issues relating to commercial mail receiving agencies
(“CMRAs") and the Postal Service's Private Mait Box (*PMB”) rule." As you know, |
have been involved with a multistate group composed primarily of reprasentatives of
state offices of attorney general, which has bean looking into the consumer protection
implications of the rule. Unfortunately, there is not enough time for our group to
arganize testimony for the House hearing; but 1 thought | would write to you to express
the views and concermns of this Office—which are shared by a number of other states—
and ask you to pass these on to the Subcommittee.

One of the States’ chief concemns with respect to CMRA addresses is the use of
such addresses on commercial and charitable solicitations in a manner that misleads
consumers as to the geographic location of the sclicitor or charity and/or the nature of
the facility located at the address given. Here are some examples:

+ A Canadian company offers a credit card over the phone to consumers with
marginal credit. Payment must be made by check, to be sent {o an address
in the United States. Infact, the company only provides informaticn on how
to apply for a credit card and consistently violates federal and state consumer
protection faws; its address is that of a CMRA in this country. The victims
think they are dealing with an American company and, in light of publicity
about telemarketing fraud emanating from Canada, would not send any
money if they knew where the telemarketer is actually based.

! The “PMB" rule, which amends sections D042.2.5 through D042.2.7 of the Domestic Mail Manual, was
published at 84 Fed. Rag. 14383 (Mar. 25, 1988); see also 39 C.F.R. § 265.6(d)(8), as amended at §4

Fed. Reg. 30928 (June 9, 1989).
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« A paid fundraiser for multiple charities arranges, through a third party, to use
local CMRA addresses in each of the states for the purpese of receiving
mailed donations. Because the addresses are local, donors believe that their
contributions will be used locally. In fact, the charities are based out of state,
have no local operations, and will direct little, if any, of their revenues to
benefit local communities.

+ A vacation marketer uses a retumn address in State A. The “free” vacation
turns out to be a hard-sell time-share promotion. A consumer in &
neighboering state who is defrauded by the company seeks help from the
Attorney General of State A in obtaining a refund of the money he paid, only
to find that the company is located on the other side of the country and is
simply using 2 CMRA address o hide its true home base.

» A smalltime fraudulent telemarketer operates out of his apartment in a
residential area. He uses a CMRA address in a downtown area, which he
designates as “suite,” creating the itlusion of a physical business location.

These are not unusual scenarios, and they reflect the problem of deception as to
geographic location that taints both commercial transactions and paid charitable
fundraising. Moreover, such geographic information is material to the decisions that
many people make to buy goods or services or to contribute to a cause. For instance, a
charity with a local office may be viewed both as more easily held accountable for its
activities, and as more likely to benefit local cornmunities. With this problem in mind, fet
me offer the following comments about the “PMB” rule.

The CMRA rule should be retained, because once consumers understand what
“PMB” means, that designation will provide themn with helptu] information. At such time
as ordinary citizens comprehend the meaning of “PMB” in the same way that they do
“POB,” the PMB requirement will assist them in determining the nature of the return
address used by businesses and charities. Thatis, consumers will come 1o understand
that the sender does not have an office or other facility at the PMB address, but is rather
using a CMRA. In most situations, this may be of little more consequence to the
consumer than the use of “POB" (Post Office Box). In some cases, however, the
information may be relevant to the consumer in deciding whether to enter into a
transaction with the sender.
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Information from Form 1583s is important tc state law enforcement agencies.
For the purpose of prosecuting or preventing consumer and charities fraud, it is
important that state law enforcement, consumer protection and charities regulation
agencies be permitted access to the information on CMRA clients contained In
Form1583s. It must also be recognized that there are legitimate privacy concems
surrounding the release of this information to the general public. This Office therefore
strongly supports continuation of the Postal Service's existing rule allowing access to
the names and addresses of postal customers by “a federal, state or local govemment
agency upan prior written cerlification that the information is required for the
performance of its duties,” see 39 C.F.R. § 265.6(d)(8) (as amended), citing 38 C.F.R.
§ 265.6(d)4)).

Efforts to undermine the rule by permitting use of the number symbol (“#7) in place
of "PMB” should be strongly resisted. | understand that some have suggested that the
Postal Service might consider amending its current rules fo allow CMRA clients to use a -
number-symbol (“#7) in place of the now-required designation "PMB.” This proposal
should be rejected.

As noted above, the use of "PMB,” once it is understood by the public; will help
set the record gtraight for consumers and donors and avoid deception as to the nature
of the retum addresses they are asked to use. However, permitting CMRA clients to
employ “#” instead is likely to undercut this advance entirely. When a retum address
reads, “120 Main Street #5, Montpelier, VT 05602,” thig cannot halp but create the
impression that the sender has a physical office in a suite or apartment at that street
address, for the symbol “#,” without more, is commonly used as a shorthand for
“apartment number” or “suite number." See Cornmonwsalth of Pennsylvania by Ernest
D. Preate, Jr., Aticmey General v. Mail Boxes Elc., USA, No. 298 M.D. 1990 (Pa.
Commw. Ct.) (Consent Petition for Permanent Injunction, Nov. 18, 1991) (prohibiting
reference to private mailbox as “suite,” “apariment,” or any other term which causes
likelihood of canfusion as to source or geographic origin of goods or services).

The “#" symbol does not provide any meaningful information to consumers as o
the identity of the business at that address and fails to inform consumers that the
company with which they are doing business is not physically located there. What is
more, the use of a number symbol runs directly counter to the underlying purpose of the
Postal Service's new rule—namely, to “reduce[e] the opportunities to use the mail for
fraudulent purposes.” 64 Fed. Reg. 14385 (Mar. 25, 1993).
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Thank you for conveying these views to the Subcommittes.

Sincerely,

Zotesy

Efliot Burg
Assistant Attormey General

Page 4



TEL: 1802) 8283171
FAX: (802) 82B-2154
TTY: (802) 828-3868
CIVIL RIGHTS: (802) B28-3657

Nerredl

WILLYAM H. SORRELL
ATTORNEY GENERAL

J. WALLACE MALLEY, JR.
DEPUTY ATTORNEY GENERAL

WILLIAM E. GRIFFIN
CHIEF ASST. ATTORNEY GENERAL

STATE OF VERMONT
OFFICE OF THE ATTORNEY GENERAL
109 STATE STREET
MONTPELIER
05609-1001

Qctober 22, 1989

Kenneth Weaver

Chief Postal Inspector
United States Postal Service
475 L'Enfant Plaza, W
Washington, DC 20260-2100

Re: Use of Number Symbol (“47} by CMRA Clients

Dear Mr. Weavern: .

{ am writing to inform you that the following States wish to express their
agreement with the substance of the letter | sent you on September 30, 19989,
expressing state governmental concem over the possibility that the Postal Service might
permit use of the number symbol (*#") in place of "PMB” {“Private Mail Box) by clients
of commercial mail receiving agencies: Alabama, Arizona, Georgia, Hawaii, Idaho,
Kansas, Nevada, Oklahoma, Pennsylvania, South Carolina, Tennessee, and Wisconsin,
as well as the District of Columbia Office of the Corporation Counsel.

Sincerely,

Z s

Elliot Burg
Assistant Attorney General

ce: The States
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Attachment 4

MAILBOXESETC.’

TO:  Frank Brennan, Roy Betts & Mike Spates
cC:  Allen Kane

FROM: Richard Hallabrin, Public Relations Director
RE:  President/CEQ Statemment

DATE: 03/26/99

Gentlemen,

Per your request, Jim Amos has asked us to provide you with the following quote
regarding the policy changes in the CMRA regulations: “James Amos, president and
CEO of Mail Boxes Etc., applauds the efforts by Chief Postal Inspector Ken
Hunter in addressing and curbing mail fraud.”

If you have any questions, or if we can provide additional assistance, please contact
me directly at 619.623.1718.

Thank you.

e i |

Richard Hallabrin
Public Relations Director

pCSTAL. BUSINESS ANTD COMMT3INICATITION SERVICES

6060 Cornerstone Ct. West, San Diego, California 92121-3795, Tel 619 455-8800 Fax 619 546-7488
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Attachment 5

MAKING BUSINESS EASIER! WORLDWIDE.

B8O Comerstons Court Wast , San Diego, CA 82121
Phone! (519) 466-8875 Fax: (§18) 558-6583

Fax

To:  Michael Spates From: Craig Stewart

Fax: 202-268-5283 Pages: 8
Phone: Date:  05/11/88

Re: Letter from Venmont Atorney General cc:

£) Urgent [ ForReview [ Ploase Comment [ Please Reply O Pisase Recycle

Michael,

Thank you for locking into this. Anything you can do to help us better address the
atiomey general's request would be appreciated.

Sinceraly,



WILLIAM H. SORRELL
ATTORNEY GENERAL TEL: (802) 283171
FAX: (802) 828.2154
i (802) 828.3171

J. WALLACE MALLEY, JR. TDD:
CIVIL RIGHTS: (802) 828.3557

DEPUTY ATTORNEY GENERAL

WILLIAM E. GRIFFIN
CHIEF ASST. ATTORNEY GENERAL

Btpiiisrestate viugiag

STATE OF VERMONT
OFFICE OF THE ATTORNEY GENERAL
109

05609-1001

March 10, 1999

isabel Weeks-Lambert

Senior Franchise Counsel
Mail Boxes Etc.

6060 Cornerstone Court West
San Diego, CA 92121-3795

Re: Muttistate Informational Reguest

Dear Isabel:

I am writing on behalf of the Offices of State Attorneys General and other state
regulatory agencies (‘the States”) that are currently locking into the return-address
practices of commercial mail receiving agencies (‘CMRAs”). The States appreciate the
expressed intention of Mail Boxes Etc. (“MBE”) to cooperate in this inquiry, including
MBE's willingness to provide information on the CMRA industry generally and on its
own policies and practices in particular.

In keeping with this cooperative approach, we would like to request from MBE
the information and documents described below. [f any of this material is not available
but you can direct us to another source, that would be helpful.

The information and documents in question are as follows:
1. Basic information on the CMRA industry, if available:

a. The name, address and telephone number of all CMRA trade
associations. )

b. The names, addresses and telephone numbers of other multi-outlet (or
franchise) CMRA companies besides MBE.

c. The names, addresses and telephone numbers of “independent” CMRAs,
or of an association or other source that may have those listings. -
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d.

Copies of any existing or proposed industry guidelines or other standards
relating to the uss, by CMRA clients, of CMRA return addresses—
including restrictions on the use of street names, “suite,” “department,” or
“box number,” required disclosure of the client’s actual physical address,
and required disclosure of the fact that the retumn address is that of a
CMRA. (The term “ciient” is used here to mean any person or company
that utilizes the mail-receiving services of a CMRA.)

2. General information on MBE:

3.

a.

b.

MBE’s corporate structure, including its corporate affiliation with other
companies. ‘

A detailed description of the relationship between MBE's corporate offices
and its individual outlets, including the extent to which the corporate
offices can bind the outlets to require their clients to follow standards
relating to retum addresses. It would be helpful to have any
documentation (for example, contracts) that reflects this control.

A description of any “screening” that MBE's outlets customarily undertake
into the background or bona fides of their clients, including a copy of any
policies relating to such screening.

Information on MBE's current policies:

a. A description of MBE’s various client types {local home business, out-of-

state business, etc.), and the reasons why each group uses MBE as a
CMRA.

. A description of MBE’s existing policies with respect to the use, by its

clients, of CMRA retum addresses—including restrictions on the use of
street names, “suite,” “depanment,” or “box number,” required disclosure
of the client’s actual physical address, and required disclosure of the fact
that the retumn address is that of a CMRA.

4. Information on the retum-address policies that MBE is willing to adopt on a
going-forward basis, with respect to each of the following. It would be helpful
if you could be as specific as possible, identifying ali anticipated requirements
regarding the preminence, location, and use of particular terminology for
disclosures.

a. Requiring out-of-state clients (that is, clients located outside the state of

the MBE outlet that is providing CMRA services to them) to disclose their
physical address in any outgoing mafling containing the MBE outlet’s
retum address.
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b. Requiring out-of-state clients to disclose, in any such mailing, the fact that
the MBE outlet’s return address is a mailing address only.

¢. Prehibiting the use of terms like “sufte,” “depantment,” and other words
signifying a physical presence at the stated address.

d. Other requirements or prohibitions.

The States would appreciate your sending this material to the multistate group
mambers listed on the enclosed roster. We trust that if further questions anse, we may
contact you again. In the interim, plezse feel free to call me if this letter of request
requires some clarification.

Thanks again for your assistance.

Sincerely,

2

Elliot Burg .
Assistant Attorney General

Ene.
ce: The States
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May 6, 1999
Elliot Burg, Esq. Via E-Mail (w/out attachments)
Office of the Attorney General And First Class Mail :
109 State Street .
Montpelier, VT 05609

RE: Mailbox Services
Dear Mr. Burg:

I write in response to your March 10th inquiry on behalf of the Offices of State Attorneys
General and other state regulatory agencies (“the States™) that are locking into the return address
practices of commercial mail receiving agencies (“CMRAs"). Ienclose with this letter a copy of
the current MBE Franchise Agreement and Mailbox Service Agreement. Please note that the
standard Franchise Agreement is updated periodically and, therefore, many franchisees have a
Franchise Agreement different than the one enclosed.

You previously indicated to me that the States are familiar with the federal postal regulations
pertaining to CMRAs that went into effect on April 26, which I faxed to you on March 30th (the
“Regulations™). MBE believes that the Regulations address the concerns you have expressed
regarding the return address practices of CMRAs. However, in our telephone conversation, you
indicated that the States are continuing with their inquiry.

The answers to the questions posed in your March 10th letter arc as follows:

1. Basic Information on the CMRA Industry
a, Associgtion: The association for the CMRA industry is the Associated Mail and Parce!
Centers (AMPC), 705 School Street, Napa, CA 94559-2829 (800-365-2672).

b. Some other CMRA companies: Some other CMRA companies, all of which are
franchisors, are PostNet, Pak Mail, Postal Annex and Parce] Plus.

e Ind@s:nd_mm& AMPC may have a list of independent CMR.As that it would be
willing to provide. )

d. Industry Guidelines: MBE is not aware of any industry guidelines regarding the use of
CMRA return addresses. As you know, the Regulations require all CMRA customers to use a
“PMB” (private mailbox) designation as part of their address. Per the Regulations, any mail
delivered 10 2 CMRA without this proper address format will be returned to sender,

LLEGALBGBATTYOENRESP.2
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2. Gengral MBE Information

a. Corporate Structure: Mail Boxes Etc. USA, Inc. is a California corporation, which is a
subsidiary of U.S. Office Products Company, & Delaware corporation (“USOP™).

b MBE Centers: MBE Centers are independently owned and operated franchises (sce the
enclosed Franchise Agreernent). As with other franchisors, MBE authorizes and licenses its
franchisees to use its trademarks and system. MBE relies upon its uniform system to maintain
the goodwill of the MBE name and trademarks. Therefore, franchisees are required to follow
MBE?’s system standards. MBE’s system, or “standards of operation,” are discussed in section 7
of the Franchise Agreement. As part of its system, MBE provides its franchisees with a Mailbox
Service Agreement (the eagreement between the franchisees and their mailbox service customers).
The franchisees are required to comply with the standards set forth in MBE's Operations Manual,
which is currently being updated 1o refléct the Regulations.

A franchisee’s failure to follow MBE's system is a violation of their Franchise Agreement.
However, whether MBE chooses to terminate or otherwise enforce terms set forth in its
Franchise Agreement, including its system standards, against any particular MBE franchisee is a
business decision to be exercised in MBE's sole discretion.

You inquired as to whether MBE could “bind” its franchisees to certain terms. Because the
franchisees are independently owned and operated, MBE cannot “bind” them to obligations.
MBE can, however, require the franchisees to comply with reasonable standards pursuant to its
system.

<. “Sereening:” MBE’s system includes followmg all U.S. Postal Service (USPS)
procedures applicable to CMRAs, including requiting and reviewing two forms of identification.
MBE’s system does not include a procedure to further investigate the background of potential
customers. Such further investigation would be burdensome on franchisees, who are smail
business owners.

3. MBEs Policies

a. Examples of mailboy customer types: There are many types of MBE mailbox customers
who each have their own reason for using the services. Some of the reasons are the same reasons
that a person might use a P.0. Box, but customers choose MBE for the extended services that
may be provided. For example, customers may call the MBE Center and ask the franchisce
whether they have received any mail or packages. Some of the customer types are as follows:

“Road Warrior:” A person (perhaps a waveling salesperson) who may receive mail in one
central location for ease of access while traveling,

“SOHQ” Worker (small office, home office): A person who may use an MBE Center to
sign for packages and receive mail.

LALEGAL\BGBTTYGENRESP.2
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Residential Customer: A person who uses an MBE Center to receive mail and sign for
packages while they are at work or outside of their home. A residential customer may also use 2
CMRA address for privacy concemns. For example, a woman (or man) may prefer not to give her
home address out to strangers with whom she corresponds for fear of being “stalked” or
otherwise harassed.

b MBE's existing policies regarding veturn addresses: MBE instructs its franchisees to
follow the Regulations, Section 15 of the Mailbox Service Agreement mandates that the
customer use the “PMB” designation and address format required under the Regulations. MBE’s
syster inchudes following all USPS procedures applicsble to CMRAs., When training
franchisees, MBE emphasizes these procedures, MBE Centers do not require their customers to
disclose their “actual physical address” as part of their return address. The Regulations require
disclosure of the fact that the return address is that of a CMRA. by requiring the customer to use
the “PMB" designation.

4. “ -zddress” Polici i 1

2 MBE will not require, as part of its system, out-of-state clents to disclose their physical
address in their mail that uses an MBE Center as the return address,

b, MBRBE does not believe that any disclosure that the retum address is 2 “mailing address
only” is necessary beyond the requirements of the “PMB” designation,

c The fssues raised in this question were deslt with in the Regulations, Please note that
prior to the Regulations, MBE had already prohibited the use of “suite™ and “box™ in the previous
version of the Mailbox Service Agreement.

4 MBE is not willing o adopt any other policies regarding the return address of mailbox
holders.

Itis MBE’s policy to cooperate with all governmental agencies, However, MBE is also mindful
of the increased burdens that policy changes would require. MBE is proud of its slogan:
“Making Business Easier.™ This slogan is applicable to the relstionship between MBE and its
franchisees, as well as the relationship betwaen the franchisees and their customers. MBE is,
therefore, reluctant to make policies that would be burdenisome on customers, 25 well as the
MBE franchisees, who are small business owners.

The subject of your inguiry {i.e, the return address practices of CMRAs) was fully analyzed
recently by the federal government and, as you know, regulations were enacted. Although MBE
does not endorse these Regulations, MBE does believe that your concerns were adequately’
addressed in the Regulations.

Please let me know if you would like any additional information.

LALEGALBGBATTYGENRESP.2
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Sincerely,

Brian Balconi
Counsel

LALECALBOBATTYGENRESP.2
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Attachment 6

Dt TEE COMEMIEALTE COORT OF PERNSTLVANIA
COMOSEALTE OF PESNSTITANIA '

CIVIL ACTION - EUTTY
by FNEST D. PREATE, JR. . 298 M.D. 1990
ATTOREY GESERAL,
Plaintiee
T

#ATI BOXES EIC., USA,

S e e e

Defendant %.:
mmmmﬁmm' o

WEEREAS, the Commcowealth of Pannsylvania, acting by Attorney Genéral . .
Ernest D. Preate, Jr., through the Bureau of Consumer Protecticn bas @Q&%
Camplaint in Bguity pursuant to the Unfair Trade Practices and cmsm: =

Exk

Protection law, Act of December 17, 1968, P.L. 1224, as mended and
reenactad by the Aot of Novenber 24, 1976, P.L. 1166, 73 P.5. $201-1 et seg.
{hereinafter *Consuner Act), '

WEERRS, Defendant Mail Boxes Ite., OEA, Inc., & California corporation
ergaged in interstate trade or comerce, mot registered ts conduct business
in the Coomonwealth of Permsylvania, is engaged in trade and commerce vithin
the Conmonwealth of r:#nsylvmi.a throwgh the sale of cemmercial mail
receiving franchises; o

WEERERS, the Conmonvealth bas allcjed that Defendant bas engeged in acts

or practices viclative of the Consumer Act: )
ey, Perencint denies that it bas engaged in unlawful conduct or

wrengdoing: .
. W TEERRFOREY, vithost the adnission of wmingdoing, Defendant agrees for
Aitseu, it succesgors, asgignees, officers, agsnts, representatives,

wmployees, snd all ckher porsons acting on its behaif, directly or throwgh
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P R A

- any corporate or other device #s follows:

- 3. A= part of {ts franchise agreement and Operating Manual
Defendant SRALL require all Pennsylvania franchisees to describe oc refer to
2 pziv&he mallbox as & private mailbex or sinilar non-confusing term, ard
ot as "suite” o 'Apa:mt'bt sy other temm which causes t.bev Ukelikoosd
of confusion as to the source or gecyraphic origin of goods or services;

1I. Defendant EEAIL inform, in writing, all ﬁmmglyaia’
franchisees that it is a viclation of the Conswmer Act and is therefore
ver to Defendant's corporata policy to describe or refer €0 the private
mailbox a3 & "suite” or “apartmant® ot any ctber bem which causes the

1ixeliheod of confusion as %o the souroe o geographic origin of goods or .
‘gorvices in a w!lim address of a private Ceomercial Mail Receivirg Mgexy:
Further, Defendant SEALL rotify, in writing, Pemsylvania
' franchisees to inform, in writing, each of their private nailbos subscrivers
that it is a violation of the Consumer Act to descride or refer to the
private mailbox as a “suite™ or "apariment™ or any octher :erﬁ which causas
vhe ?GP-“HM '0\‘ aonfanion ax ks Whe dewcec Y wyewidlue UElylin OF gooas
or services in & mailing address of & private Cormarcial Mai) Receiving
Bgency end that such practices by franchisees ace counter to corporate .
. policies of the Defendant .3 .
II1. Within sizty (60) days of the £iling of this Consent Petitien
| for Pernanent Injuncticn, Defendant SEALL submit a raport to the Buresu of
Conumer Protecticn detailing its compliance with Paragraphs nurbered I and
" 1z, above: . .
IV. Prior to the filing of this Consent Petition, Defendant SEALL
oy to the Commonwealth of Pennsylvania by check, the amount of 312;500.00 4
= 2
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" which represents:
2. Civil penalty in tbo oot of $6,250. 005
b, Coets of investigation in the m: of SG.ZSO 00 to be
used for future conswmer protection purposes;
V. The Court SEALL maintalin Jurisdiction over t.he wbjeet aateer

ad ahin fyeeond Dabibirm sand asar tha Pafondent Ear bha piirsscs Af )
enforcement of this Injunctien. Frovided, however, nothing contained barein
SEALL be construed fo waive any Iight of acticn by any coasumer or any
lccal, state, faderal or otber governvantal entity;

KN THERENCRE, before amy finding of fact by the Court and without
any adnission by Defendant that any act berétofors menticnad hes been
coemitted of ehat any act oommivead hes viotaksd the Con Aet, Defend
sgcees by the signing of this Consent Petiticn and the Court bereby ooders
that nefensam, its agents, enployees, :epmmutiva and all other parsons

" actirg on its behalf, directly or through sny corporate device SHALL be .
enjoined from breoching any or all of the aforementioned srovisions and that
breach of s2id Petition or any provisions contained herein SHALL be
euffiolent wvarront for the Attoiney General, osting in the oauw of tine
Comronwealtd, to petition this Court to grant app:q.:ﬂa‘te remedies s
provided by the Consimer Act. :
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WE EEEEY, cousent to the foregolng Petition to this Henorable
Qourt for the making and eniry of & £inal Order of the Court this /¥ *day
of /ﬁnwlw—- » 1981, '

KR HE PLANCTN

EREST D, PEEATE, JR.
Attocney Genezal

SERARID L. HICKS
Director
Bureau of Cinswmer Protection

NORA A,
Deputy Attorney Ceneral
Bureau of Consumer Protecticn

LA €. ABeR Dtrevh, Kl DI
Philadeiphia, P 15107 Pivtsbargh, PA 15222

(2.5) 5602435 (412). 2304900
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IN THE COMMONWEALTH COURT OF PENNSYLVANIA |

' COMMONWEALTH OF PENNSYLVANIA BY
ERNEST D. PREATE, JR., Attorney

General,
: Plaintire

URS Ne. 298 Misc. Docket 19%0
MAIL BOXES ETC. USA, INC.
A california Corporation
5555 Oberlin Drive
suite 100
_ San Diege, Califernia $2121
and M. J. FORCINA AND ASSOCIATES,
INC., d/b/a MAIL BOXES ETC. USA,
INC.
892 West Street Road .
Warminsher. Pernsyiuvania 1AQYS,
’ . Defendants

W6 4a be es 6n 4s se 4 BB e 44

e m wm se ey e be

BEFORE: HONORAELE JAMES GARDNER COLINS, Judge
HONCRABLE MADALINE PALLADINO, Judge
HONCRABLE EMIL E. NARICK, Senior Judge

ARGUED: February 11, 1991 °

. g (s) POR'
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' MEMORANDUM OPINION BY JUDGE COLINS FILED:  april 3, 1991

' Mail Boxes Etc. USA. Inc. ‘and M. . Fermina and

Associates, Inc. (collectively, Mail Boxes) have filed preliminary

;ebjecticné to the complaint in céuity filed on Sgptenbér‘la, 1989,
by the Communwealth ot Pennsylvania acting’ by its  Attorney

General, Ernest D.'Preate, Jr. (Attorney General). »

The Attorney General’s,ccmélaint alleges that‘nail Boxes

has violated the Unfair Trade Practices and Consumer. Protection

raw (Law)l by referiiﬁg to its private mail boxes gé suites or

apartments.‘ Acccrdin§ to the Attorney Gener;l,‘&l’d. Forcina and

Associates, Inc. is a franchisee of Maillsoxes Etc. USA{ Inc. and

-is » Pennsylvania corporation engaged in.trade and commerce as a
éommercial ~mail feceiving agency, with a principal place of

Puginesse av': 802 West Strsst Nuad, wWarminster, 5ucx§ County,

' Pennsylvanié. - A commercial mail recelving agsncy offers prcduct§
and services related to the receipt and delivery of mail,
including . the rental of so called private .mail - boxes.? The
Attorney General alleges further that kail Boxes Etc. Ush, inc.

instructs its franchisees, including M. J. Forcina and Ass&ciates,

laet of December 17, 1968, P.L. 1224, as_gpended and re-enacted
by +the Act of November 24, 1976} P. L. 1166, as amended, 73 P.S.
§§201-1 through 201-9.2.

Zpersons who rent so called private mail boxes pay for the
privilege of using the street address of the Mail Boxes facility
as their own address.  Said persons, according to Mail Ravest?
llterature, have a key to the facility and can collect their mail
24 hours per day, 365 days per year.
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inc. to offer privite nail boxes for rent as suites or apartments,
providing advertising exemplars for ihe promotion of this
practice. The Attorney Ganerai alleges that the words suite or
spartment deceive and zmislead consumers, who, expcriehcing a
problem with a business loéated at that address, investicate and

discover that the address is nothing more than & private zail box.

‘The Attornay Gen:ral allcqes fznally that calling a private mail

box a suite or apartment ccnstztutes an unfair methed a:'

‘competition and an unfair or deceptive act or practice prohibited

by Section 3 of the Law.3 The Attorney General. alleges
specifically that Mail Boxes has viclated Sections 2(4) (10 And
2(4) (v) of the Law.% '

3section 3 of the Law states: "Unfair methods of competition
and unfair or deceptive acts or practices in the conduct of any
trade or commerce as defined by subclauses (i) through (xvii) of
clause (4) of section 2 of ¢this act ... are hereby declared
unlawful.” 73 P.S5. §201-3. .

473 P.S. §5201=3(¢} i) —and—20C8-2{4) (v}, whith stave:

§201-2. Definitions
As used in this act.

sas

(4) 'Unfair methods of competition'
and ‘unfair or deceptive acts .or
practices*® mean any one or more of
the following:

e

(1) Causing 1likelihood of
confusion or of misunderstanding as
to the source, sponsorship, approval
or certification of goods or
services: .

Continued on following page
2
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Mail Boxes has raised two preliﬁinaéy objecticns.

First, Mail Boxes asserts that the Attorney Genswal hae failed %o
atats & claim upen which reliel may be granted or, in the

alternative, that this Court lacks subject matter jurisdiction,

because the field of the delivery of mail hag been preampted by .

+he Fedaral Severueui. aWXES 255erts that the

.Attcrney General has failed to state 8 clalm upoen which relief may

-be granted, because, as s matter of law, the alleged actxvxties of

Mail Boxes do not Constituta wnfair frada neactdoem bw  wfmde Vi
deceptive acts or practices and do not violate the Law.

Preliminary objections in the nature of a demurrer
adpit all well-pleaded facts in ‘the pleading attacked as well as
all reasonable - inferences deducible therefrom and cannot be

sustained unless it‘is clear on the face of the pleading that the

" jaw will not permit the Tecovery sought resolvzng a1l doubt in

favor of overruling the demurrer.® ship o t tite v

Blegn, 73 Fa. Ccmmonwealth-ct. 493, 506, n. 7, 458 A.2d'41, 46,

n.7 (1983).

Continued from previocus page

(v) Representing that goods or
services have sponsorship, approval,
characteristics, ingredients, uses,

‘benefits or quantities that they do
net bhave or that a2 person has a
spensorship, approval, status,
affiliation or econnection that he
does not have.
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Mail  Rawvae a;qn.: *hat  the .r.darz‘lr favsrnment - hae
preenpted the regulation of mail \énlivu:.y, because the schere of
réderal ) requla\EiGn is so dominant that ohe must assume that state
jaw is precluded.5 Mail Boxes ‘states that the Postal
Reorganization Act, 39 U.S.C. §§101-5605, authorizes the postal .
.se'rvice to collect, handle., and deliver mail, and that the
pomestic Mail xanuni, which is incorporated By reference into the
Code of Federal Regulations at 39 C.F.R. §11i.1, régulates 2ddress
; designatior;s, iﬁc},uding the elenents which must be contained 1:1‘-;'"
méiling address and the oxder in which those -elements must appear

for proper mail delivery. t N »
Mail Boxes asserts that the Postal Service's

respansibility to "provide prompt, reliable, and eificient

5Mail Boxes relies on Hills ount: ida v. Automated

o
Medical Laboratories, Ing., 471 U.8. 707, 713 (1%85), which
" gstates: ]

In the absence o©of express pre-
enptive language, Congress' intent
to pre-empt all state law in .a
particular area may be inferred
where  the  scheme of federal
regulation is ‘sufficiently
comprehensive to make reascnable the
inference <that Congress ‘'left no
room! for supplementary . state
regulation. Pre-emption of a whole
field also will be inferred where -
the field is one in which ‘'the
federal interest ls so dominant that
the federal system will be assumed
te preclude enforcement of = state
laws on +the same subject.?
(Citations omitted.) .

4.
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services to patrens in all areas"$ xequires that there be
uniformity with respect to address designation. According to l»t'aill
Boxes, vreguiring private mail boxes to ke so designated will lead
to confusion and the misdeiiv&y of pail to post office boxes.
. state and federal regulatory schemes will conflict if private mail,
‘boxes cannot be designated by the words suite or eapartment,
. because the prohibition on the use of suite or apart;nént ‘win
place an chstacle in the way of Congress' objec:ives.7
Therefore, according to Mail Boxes' arqument, the Attorney
General's sapplication of the Law to address designetion Is
preempted by fedéral ‘regulations. .

We deny Malil Boxes! f£irst preliminary -cbjecticn.
Although Congress has ‘preenptad regulation of the kdelive‘zy of

Tmeil,. (¢ Rsa  met preeTpteq TEJUIATISH 6T ENE USe of the F2il to
dutreud. Pronibiting use of the words suite ‘exr apartment to
ésignate 2 prwate mail box in order to prevent Iraud neither
diractly and immadiatsly burdens nor directly and ph,'sically

interferes with the federal regulatory scheme. Roth V. nite

635 U.s.C. §io0l.

7ﬁail Boxes relies especimlly on United States v. City of
ia, 661 F.2d 763 (9th Cir. 1%81). 1In that
case, the City of Pittsburg enacted an ordinance making. it illegal
for letter carriers to walk ascross private lawns unless they had
received the exphcit consent of the property owners. The court
held that the ordinance conflicted with the federal -regulatory
schetie and was, therefore, preempted. According to. Pittsburg,
conflict occurs when it is physically impossible to comply with
beth the state and federal regulatory schemes or when state 1aw is
an cbstacle to meeting the obiectives of Congress.

5
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States, 354 U.5. 476 (1957).8

Mzil Boxes msserts that the Attorney éemeral'has failed
to state a claim pursuant to Section 5(4; {ii) of the Law. Mail
Boxes srgues that “only such false descriptions of representations -

as are of substantially the same economic nature as those which

jnwolve  infringement . or other mprcper use af ttaﬁemarks" are

prohibited. Mail Boxes alsna sxguee ehat-Sevtion zm{m is

limited to cases in which consumers are deceived as  to the
identity of the seller or manufacturer of goods or services,
asserting that the Section has never been applied to situations
invalving confusion as to the physical address or jocatien of
sellers of goods or services. ’

" e deny ﬁail Boxes?® sccqnd prelininary sbiection with
respect to Section 2{4)(ii). We can find no ‘smpyorﬁ fe:: Hail
Baxeé argument that Section 2(4)(il) must be interpreted to
involve representation of an econemic nature similar to trademark
infringement. As a matter of law, we cannot rule that the plaf-,n
language of Section 2{4) (84} will not permit the recaverylsmght{

Mail Bewes alsc asserts that the Attorney Geperal has

Bail Boves incervectly argues that the Attcmsy General
erronecusly relies on Rgth. According to Mail nges‘ he Tanasage
in Roth partaimimg &e whethes sialw Tequiation interferes with or
burdens the postal function originated in Railway Mail Association
v, Corsi, 326 U.S. 88 {1945), and applied to whether a state was
unconstitutionally regulating a federal instrumentality. -Roth,

-however, which is goed law and, like' Railway Mail, Is a vnite&

States Supreme Court case, appl:.ed the pertinent language to
preeuwption. -
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failed to state a claim pursuant to Section 2(4)(v) ¢f the Law.

" Relying on Commonwealth v, Hush-Tone fIndustries, Inc,, 4 Pa.
Commonwealth Ct. 1 (1971), Mail Boxes states that a violation of

Section 2(4) (V] must be_esfahlished.. by-chowing whe folluwluy:
®(1) that defendants' advertisement is a false representation of a -
tact, (2) that it sctually deceives or has A tendency to deceive a
-substantial segment of it$ audience, and (3) that the false
representation is likely to make a difference in a purchasing

decision.” Id. at 21. Mail Boxes arqgues that the Attorney
weneral oas net alleged that a substantial segment of the consumer

population has been deceived and has not alleée& that the
characterization of the private mail boxes as suites or apartments
is likely to make a difference in purchasing decisions.
The Attorney General, however, is not required to
| establish a violation of Section 2(4)(v) in his complaint. = He
must, pursuant to Pa. R.C.P. 1019(a}, state the material facts on
which the cause of action is based. "This has been interpreted to
mean tfxat the complaint must apprise the defenqant of the nature
and extent of the pla;ntitf's clainm sc that the defendant has
notice of what the plaintiff intends to prove at trial and may
prepare to meet such ptoo;‘. with his own evidence." Weiss
Equibank, 313 Pa. Superior Ct. 445, 453, 460 A.2d 271, 274-75
1883y, '
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Ve denf Mail Boxes' second preiiminary objestion with |
respect to Section 2(4)(v). Accepting as true all of the well-
pleaded facts in the complaint and deducing therefrom all
reasdnahle inferences, we cannot, as Qutter ©f law, determine

© that Section 2(4) (v} will not permit the recovery sought.
’ Accordingly, the preliminary cbjections of Mail Boxes

‘are denied.

(o255 Gty

Jﬁﬂts GARDNER COLINS, Judge
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IN THE COMMONWEALTH COURT OF PERNSYLVANIA

‘COMMONWEALTH OF PENNSYLVANIA BY

ERNEST D. PREATE, JR., Attorney

General, .
Plaintige

v. ¥o. 258 Misc. Docket 19%b -

MAIL BOXES ETC. USA, INQ.

A Califormia Corporation

5555 Oberlin Drive

Suite 100

San biego, Califernia 92121

and M, J. FORCINA AKD ASSOCIATES,

INC., A/ /2 MATL DOUHDS EIw. USA,

892 West gtraat Road
waminster, Pennsylvania 18974,
Defandants

Hh A wa #% LE Be BE AE wE 48 65 ¥E G4 S5 G e KE =4

ORDER

BND NOW, this _yra  day of April. 1581

P

the preliminary objections of Defendants are denied, and Dafendants
"are directed to file an answer within twenty (20) days of the daté -

0 ol 52 {,/%-,'

GARDNER COLINS, Judge

of t_his order.

Arne
!CA..;-
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Attachment /

USPS ANALYSIS OF REPORT ON THE DIRECT COSTS
OF CMRA REGULATIONS

The following is an excerpt from the Executive Summary of the Cato
institute Briefing Papers of July 30, 1999, entitled, “The U.S. Postal Service War
on Private Mailboxes and Privacy Rights,” by Rick Merritt:

“... the new regulations will foist enormous costs on some

1.5 million to 2.5 million private mailbox holders, which include
many of the country’s smallest businesses. CMRAs will also incur
expenses, not only of compliance with and notification to box
hoiders of the new regulations, but also of lost business.

A conservative estimate of the direct costs alone of the new
regulations could approach $1 billion.”

In the section entitled, “The Direct Costs of Regulations,” Mr. Merritt
includes assumptions and costs that we feel are simply unreasonable.

Quoting from a Wall Street Journal article of May 4, 1999, the study assumes
that there are approximately 10,600 CMRAs and 1.5 million private mailboxes. This
figure is used as the lower range for determining the impact of the regulations.

The upper range is based on a requirement of Mail Boxes, Etc. (MBE), the
largest CMRA business in the industry, that new franchises have a minimum of
250 boxes. The author simply muitiplied the approximately 10,000 CMRAs by 250
boxes and arrived at the 2.5 million box figure, which became his upper range.

There are several problems with this approach. First, even if MBE's 250
minimum is followed in every situation, that requirement applies to new, not current,
franchises. Also, while MBE is the largest franchise, they have only about 3,500
outlets in the United States. Therefore, to apply the 250 box minimum to all other
CMRAs is unrealistic and invalid.

The study then assumes, without any documentation, that 70 percent of
CMRA box holders are entrepreneurs and 30 percent are individuals. The study
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also makes no adjustment for box vacancy rates, assuming that all 1.5t0 2.5
million boxes are rented. The Postal Service is confident that the CMRA industry
wouid find this assumption unreasonable.

In reviewing the various elements of the cost calculations, one will find
the following figures. Total costs for address changes (supplies, labor, etc.}
range from $377 million to $628 million. These figures are based on the
author’s unsubstantiated personal estimates that CMRA customers will have to
contact 40 individuals or entities that mail regularly to their boxes.

It also assumes that it would take an average of 17 minutes to prepare the
notices, at an average labor cost per hour of $16.84. The unit costs for
notification supplies are also excessive—31 cents per piece for letterhead and 28
cents for an envelope, plus postage and toner, for a total of 94 cents per notice.
These figures produce a total estimate of $56.5 million to $94.2 million for
notification supplies, depending on the number of boxes assumed. However, a
20-cent postal card preprinted with the address change information, which is
what many small businesses would use, would reduce the supply cost and
postage by 79%.

The labor costs to prepare the notices are calculated to be $4.77 each, with the
17 minutes assumed per notice charged at $16.84 per hour. Adding in the supplies’
cost of $0.94 per notice produces a total of $5.71 for each notice. The study assumes
a 10 percent second notice rate, bringing the cost to $6.28 per notice.

Therefore, the combined notification costs (supplies and labor) for all
entrepreneurs are between $264 million and $440 million. This equates to a one-
time cost of $251 per entrepreneur box holder to notify 40 customers when using
the unrealistic assumptions contained in the study.

The analysis, moreover, did not include any reference to the fact a small
business receives monthly billings and orders at various frequencies throughout
the year. Typically, bills give recipients the ability to update change of address
information. Given the one-year transition period for address compliance, there
would be many such opportunities to minimize notification costs.



274

Costs of new office supplies were estimated for all entrepreneurs to be
between $322.5 and $537.3 million. Without going into the per unit numbers, the
assumption used is that all stationery, business cards, and checks wili be
reprinted well before the compliance deadline, if not immediately. There is no
allowance for stock depletion and replacement during the one-year transition
period. Such an allowance would reduce these costs significantly.

In addition, the author is assuming that all box renters (1.5 millionto 2.5
million, of which 70% are entrepreneurs) are current renters and will be renters at
the end of the transition period. There apparently is no assumed normal turnover.
Therefore, no allowance is made for new renters, who would not have to change
stationery because of the regulations. This omission is not realistic and also
contradicts an assumption used in the section entitled, “initial Direct Costs to
CMRAs.” In this section, it is assumed that CMRAs will lose 15 percent of their box
rental revenues due to the regulations, or $40.5 million to $67.5 million. This
15 percent is not reflected as an adjustment to the direct costs to box holders nor is
it used to assume 2 vacancy rate and a turnover rate in previous calculations.

One of the more curious factors in the analysis of CMRA costs is the
assumption of & minutes to either explain or argue about the new regulations for
each of the 1.5 to 2.5 million box holders. At $16.84 per hour, the author
calculates each explanation or argument at $1.40, bringing the grand total for
arguing and explaining to an additional $2.1 to $3.5 million.

in summary, the Cato Institute study appears fraught with unreasonable
assumptions, unsupporiable calculations, and unexplained contradictions.
Therefore, we believe it is not a reliable or realistic figure for determining the

costs of the revised CMRA regulations.

#O# # #



Wednesday, September 21, 1960

{RE. 161, na ded, 308, 2z
sec, 1, 62 Stat. 784; 5 U.S.C. 13, 369, 18 US.C.
1723}

§ 31.5 [Amendment]
V. In § 315 Exchanges of stamps make
the following changes: '

A. Paragraph (¢) is amended to permit
the redemption of postage stemps added
to stamped envelopes in order to meet
a rate increase or for additionsa! service;
and to permit the redemption of postage
stamps affixed to commercial envelopes,
post cards, and unused precanceled
stamps under certain conditions. As so
amended, paragraph (¢} reads as
{cliows:

() Unserviceable and spoiled enve-
lopes or cerds, and unused precanceled
stamps. Unserviceable and spolled
stamped envelopes or postal cards, if
uncanceled, and unused precanceled
stamps, may be exchanged for other
postage-stamped paper as follows:

11} Stamped envelopes (mutilated no
more than is necessary to remove con-
tents), for postage value plus value of
postage added as a result of rate Increase
onfor additional service.

2y Unmutilated air«ictier sheets, for
90 percent of postage value.

{3y Unmutilated postal cards, for 85

percent of postage value plus full value’

of postage added as & result of rate in-
crease or for additional service.

{4) Shceet postal cards, spoiled in the
process of cutting to size, for 85 percent
of postage value plus full value of postage
added as a result of rate lncrease or for
additional service, If all cut sections dre
submitted.

¢5) Stamps affixed to commercial en-
velopes and post cards for 80 percent of
postage value. The envelopes and post
cards must be in a substantially whole
condition and in lots of at least 50 of
the same denomination and vahlre.

6} Unused precanceled stamps {n full
colis or in full sheets from precancel
permit holders, for 80 percent of postage
value. Stamped envelopes or air-letter
sheets with s printed return address,
and postal cards with any printed mat.
ter of the purchaser, may be exchanged
only by the purchaser. If there is no
purchaser’s printing, they may be ex-
changed by any responsible person.
When redemption cannot be made at
time of presentation, the postmsaster will
furnish a recejpt on Form 3210, "Interim
Receipt for Stamp Stock Submitted for
Redemption™, {or uncanceled unservice-
able or spoiled envelopes or postal cards
oy for utiusced precanceled stamps left i
hix custody
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(2) Stamps cut from postal cards,
stamped envzlopes, or air-letter sheets,
{3y Parts and pleces of postal cards,
(4) Postal cards treated by a coating

rocess.
(5) :Mutilated and defaced stamps.
Norx: The corresponding Fostal Manual
section {8 141.54.
{R.5. 181, a8 amended, 308, as amended. 3914
3915, as amended, 3816, as amended, 3 U5 C.
92, 388, 30 U.8.C. 351, 354, 356)

VI. In Part 44—Conditions of
Yivery, make the following changes:

A, In § 441 Delivery to perso para-
graph (a) is amended to include reen-
lations regarding the refusal of mait by
addressee; and by adding a new para-
graph (@) to include ropulations with
respect to ordinary mail bearing the
word “Personal”. As so amended. pava-
graph {a) and new parasraph 3
as follows:

§ 441

) Delivery to addregscc‘ The ad~
dressesmay control delivery of his mail
In the absence of a contrary order, the
mail is delivered as addressed.  Mail ad-
dressed 1o several persons may be de-
livered to any one of them. The ad-
dressee may refuse to accepl a picee of
madl at the time it is cTered Tor delivery
After dellvery he may mark a piece of
mail “Refused” and return it unopened
to the mails, except registered. insured.
certified and COD mail which may not
be returned after delivery has been of-
fected, Where a person claiming to e
the addressee of certain mail is unknown
to the postmaster, the mail may be with-
held pending identification of the
claimant.

(g) Ordinary mail bearing the word
“Personal” is delivered in the same way
as other mail for the addressce.

NoTe: The corresponding Postal
sections are 15411 and 16417,

B. § 44.2 Delivery of addressee’s mail
to another is amended {or the purpose of
clarification; and to include detailed
regulations regarding conditions under
which mall is delivered to malil receiving
agencies, As so amendoed. § 442 reads as
follows:

§ 442 Delivery

another.  Sea

De-

Delivery to persafis.

Muanual
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i 10«,3\6/

ta) Delivery to addressecs agent. 114
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. e uua, B0, 1S BINENAED, JY1E,
3915, nded, 3916, as amended; § US.C.
22, 369, 39 U.S.C. 351, 354, 3566)

VI. In Part 44—Conditions of De-
livery, msake the following changes:

A. In § 44.1 Delivery to persons, para-
graph (a) is amended to include regu-
lations regarding the refusal of mail by
addressee; and by adding a new para-
graph- (g) to include regulations with
respect to ordinary mail bearing the
word “Personal”. As so amended, para-
graph {a) and new paragraph (g) read
as follows:

§ 44.1  Delivery to persafis.

(a) Delivery to addréssee. The ad-
dressee:may control delivery of his mall.
In the absence of a contrary order, the
mail is delivered as addressed. Mall ad-
dressed to several persens may be de-
livered .to any one of them. The ad-
dressee may refuse to accept a picce of
mail at the time it is cffered for delivery.
After delivery he may mark a plece of
mail “Refused” and return it unopened
to the mails, except registered; insured.
certified and COD mall which may not
be returned after delivery has been ef-
fected. Where a person clalming to be
the addressee of certain mail is unknown
to the postmaster, the mail may be with-
held pending identification of the
claimant. .

(g) Ordinary msil bearing the word
“Personal” is delivered in the same way
as other mall for the addressee.

Note: The corresponding Postal Manual
sections are 154.11 and 154.17. -

B. § 44.2 Delivery of addressee’s mail
to another is amended for the purpose of
clarification; and to include detailed
regulations regarding conditions under
which mall is delivered to mail receiving
agencies. Asso amended, § 44.2 reads as
follows:
§ 442 Delivery of addressce’s mail 1o
another.

(a) Delivery to addressee’s agent. (1)

Unless otherwise directed, an addressee’s

mail may be delivered to.his employee or‘

a member of his family. A person or a
number of persons may designate
another to receive their mail. Designa-
tion of another person to receive mail
should be in writing, but no special forn
is furnished or required.

12) When mall is to be delivered to a

mall receiving agency, an application on

Form 1583, “Application for Delivery o
Mail Through Agent”, must be signed
by the agent and the addressee, and the
form must be filed with the postmaster.
A duplicate copy of completed Form 1583
must be kept on file by the agency. Ar-
rangements for disposition of mail must
be made with the agency by the ad-
dressee. When forwarded by the agency.
the mail is subject to payment ¢f new
postage.

see 4 -
PRI e wdei ipany e

clared an incompetent, his mail may be
dellvered In accordance with the order
of his guardian or conservator. Where
there Is no legal representative, the mait
s dellvered as addressed.

«dy Mail addressed to deceased per-
sons. Mail addressed to deceased por-
sons may be delivered to the executor or
administrater. When there will be no
court ection on the deccased’s estate, the
mail may be delivered as agreed to by
all the heirs.

Note: The corresponding Postal
section is 154.2.

C. In § 43.7 Conflicting orders by two
or more parties for delivery of same
malil, paragraph tb} is amended by strik-
ing out “Solicitor” where it appears
therein and inserting in lieu thercof
“General Counsel”. As so amended,
paragraph (b) reads as follows:

§44.7 Conflicting orders by two or more
parties for delivery of samic mail.

(b) Reference to General Counsel jor
ruling. Where the disputing parties are
unable to select a receiver, each party
shall furnish the postmaster all avalil-
able evidence on which he relies to exer-
cise control over the disputed mall. 1If
after receipt of -such evidence the post-
master is still in doubt as to who should
receive the mall, the postmaster will
submit the case to the Office of the
General Counsel for a ruling.

Note: The correspondlng Postal Manual
section s 157.72.

(R.S. 161, as amended, 396, as amended: 5
U.S.C.22,369)

Manuai

[sEAL) HeRBERT B. WARBURTON,
General Counsel.
[F.R. Doc. 60-8788; Filed, Sept. 20. 1060

8:51 am.]

Title 43—PUBLIC LANDS:
' INTERIOR

Chapter I-~—Bureau of Land Manage-
ment, Department of the Interior
APPENDIX—PUBLIC LAND ORDERS
(Public Land Order 2202|
[ Washington 03207]

WASHINGTON

Opening Londs From Withdrawals for
Power Purposes
1. In an order of April 11, 1957, the
Geological Survey canceled Power Site
Classification No. 373 of Dccember B8,
1944, so far as it affects the following-
described lands:
WILLAMETTE MERIDIAN

T.39N.R. 32 E.
Sec. 2, NW! 5Wi, .
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MEMORANDUM FOR FIELD DIVISION GENERAL MANAGERS/POSTMASTERS

SUBJECT: Extension of Delivery--Corporate Executive Centers

Pecently guestions have been raised by field delivery
managers about extension of delivery service to
businesses which utilize the description "corporate
executive centers"™ (CEC) or a similar title. In
response to these inquiries, the following information
is provided.

Corporate Executive Centers offer clients a small
suite, cffice or other workspace, as well as shared
office services such as mail receipt and forwarding,
nessage centers, FAX systems, secretarial services,
conference rooms, etc. Advertisements for these
services are generally directed at small businesses or
businessmen who need office space and support services
on an infrequent or temporary basis due to finances or
the nature of their business. The CEC may provide
these services through a suite covering a portion of an
office building, or may operate an entire building.

The CECs often reguest the Postal Service to provide
individual deliveries (including mail forwarding) to
their clients, often through the use of lobby mail
receptacles. Under postal rules and procedures, the
clients of CECs are not invariably entitled to
individualized delivery service. Instead, the nature
of each CEC should be scrutinized to determine the
appropriate means of delivery in each instance. This
should include consideration of whether the CEC
essentially operates as a commercial mail receiving
agency (CMRA), or, if not, whether the CEC should
receive single point delivery of all mail addressed to
its clients or individual delivery to each client.
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Commercial mail receiving agencies (CMRAs) are
essentially service companies. As implied by its name,
a primary focus of each CMRA is the provision of an
address and the receipt of mail. Commercial mail
receiving agencies (CMRAs) may provide other services
to clients including message centers, FAX systems,
mailing services, etc., and may also provide an office
or other workspace, conference rooms, and secretarial
services. Some CMRAs offer "post office box” rentals
and physically resemble postal retail outlets, while
others offer a business address and frequently
emphasize the "prestige” of that address.

The CMRA coperator must receive single point delivery,
unless caller service or firm pick-up service is
otherwise arranged. The CMRA operator must also ensure
a Form 1583 is completed for each of its mail-receiving
customers. Copies of the completed form are retained
at the post office providing bulk delivery and are
subject to review and verification. The CMRA operator
is responsible for providing proper treatment of the
mail, including forwarding mail for clients that have
terminated their relationship. Any mail re-entering
the mailstream must bear new postage at the appropriate
rate. Reguirements are detailed in Domestic Mail
Manual 153.21.

Even if it is determined that a CEC is not a CMRA, the
available delivery options may be limited to single
point delivery. Under postal regulations, there are a
number of businesses and other entities which receive
single point delivery (DMM 153.6, 155.252). These
delivery points are generally characterized by the
relatively large number of residents, customers, etc.
served, and the relatively high turnover or transient
nature of these populations or the fregquent need for
mail forwarding. A CEC which shares these
characteristics should (if not a CMRA) be provided
single point delivery service. Under this service, the
CEC is responsible for redirecting mail to its clients,
but additional postage need not be paid.
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Delivery managers should review all pertinent
information in order to determine the means of delivery
which should be provided to CECs. This may include the
CEC’'s brochures, solicitations, and other advertising
material describing its services; floor plans and the
physical characteristics of the CEC and its building;
the clients served by the CEC; the agreement between
the CEC and its clients (including whether clients
invariably are provided a workspace or may simply
obtain mail and other services); and any other
information which may be useful.

ce:

bee:

ID:

Allen Kane

Regional Directors

Operations Support

Mr. Zelkowitz (Law Department), Ms. Lee {Law
Department), Mr. Muschamp (Office of Retail), Ms.
Bronson (Rates & Class),

Mr. Holmes & Mr. Abrams, Inspection Service, o
DSchlepitz; LLum; ACampbell; RwWest; NCloher;(%E;;\§
Yellow; Reading =

¢

CEC
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Attachment 8

PAGE 21

PosTaL BULLETIN 21994 (3-25-99)
\

CORRECTION N\

Standard Operating\Procedures for Accepting Delivery Confirmation Mailings

The following correction should be made to the article
“Standard Operating Procedures, for Accepting Delivery
Confirmation Mailings,” published iR Postal Bulletin 21993
(3-11-99) on page 17. Please replace, section “a,” which is
located under the rate table, with the fo&owing:

a. The electronic service option involves computer links
between the mailer and the Postal Seqvice to send and
receive acceptance and delivery information. Only
presoried and permit imprint mailings need to be pre-
sented at a business mail entry unit {(BMEU) or a
detached mail unit (DMU) when delivery confir-
mation service is requested regardiess of Whether the

electronic option or retail option is used. Single piece
rate mailings with full postage and any applicable fees
affixed do not needto be presented to a BMEU or DMU
for mailing. The electronic service option mailer must
transmit an electronic file for each mailing submitted.
Mailer can query their delivery information by down-
loading an extract file or via the Internet
(www.usps.com).

— Business Mail Acceptance,
Marketing Systems, 3-25-99

CORRECTION '

Delivery Confirmation Service

The article on page 22 in Postal Bulletin 21994 (3-25-99),
“Delivery Confirmation Service,” contained an error in the
“Summary of all DMM Revisions for Delivery Conﬁrmaf&pn”
section on page 23. ltem 3b should have read as tollow's\:

b. Return Receipt. Revisions are made to DMM
5915 to aliow use of traditional return receipt se‘r\-
vice with delivery confirmation service only if pur%\
chased in connection with insurance for itemst

valued over $50.00, COD, or registry service. At a \
\

future date, signature confirmation service (elec-
tronic return receipt) will be offered with delivery
confirmation service, without a requirement to pur-
chase another special service. DMM rules for sig-
nature service will be published once the
implementation date is determined by the Board of
Governors.

— Expedited/Package Services, 3-25-99

COMMERCIAL MAIL RECEIVING AGENCY

DMM and POM Revision: Commercial Mail Receiving Agency Mail Delivery

Procedures Revised

Effective April 24, 1998, the Domestic Mail Manual
(DMM) and Postal Operations Manual (POM) are revised to
reflect changes to regulations relevant tc mail deiivery pro-
cedures to a Commercial Mail Receiving Agency (CMRA).
The primary purpose of the changes is to improve security in
the mail delivery process to protect the interest of all postal
customers.

The CMRA owner must complete the new PS Form
1583-A, Application to Act as Commercial Mail Receiving
Agency, which appears on page 29, within 10 days of the
revised regulations’ effective date. Each CMRA customer
must complete the revised PS Form 1583, Application
for Delivery of Mail Through Agent, which appears on
page 31, within 60 days of the effective date. Local postal
officials must advise CMRAs of the regulations’ effective

date and provide a copy of the DMM regulations to
each CMRA within their delivery area. The forms are now
available on the World Wide Web at http://www.usps.com.
Postmasters must order copies of the forms from the materi-
al distribution centers (MDCs) to supply CMRAs in their
delivery area.

The Postal Service will allow CMRA customers up to &
months after the effective date of March 11, 1999, to be in
fult compliance with the required “PMB and number” address
format. The Postai Service will then return improperly
addressed mail to the sender endorsed “Undeliverable as
Addressed.” Postmasters must devote the time and apply
the resources necessary to administer the regulations.

The CMRA regulatory changes will be incorporated into
issue 54 of the DMM and issue 9 of the POM.
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PAGE 22 PosTaL BuLLETIN 21994 (3-25-09)
Domestic Mail Manual (DMM) 2.8 DELIVERY TO ADDRESSEE'S AGENT
N B N “ * * * * . N
A Addressing 2.8 CMRA

AQ00  Basic Addressing
A01D  General Addressing Standards
1.0 ADDRESS CONTENT AND PLACEMENT

. . * * .
12 Address Elements
[Revise AD10.1.2b as follows:]

* N N « N

b. Sireetand number. (include the apartment number, or
use the post office box nurmber, or private maitbox
{PMB) number, or general delivery, or rural route or
highway contract route designation and box number,
as applicable.}

* * * * -

3.0 COMPLETE ADDRESS

* * * * *

3.2 Elements
[Revise A0T0.3.2d a5 folfows.]

* » . * *

d. Secondary address unit designator and number (such
as an apantment, suite, or private mailbox number
(AFT 202, STE 100, PMB 300)).

* * > » *

5.0 RESTRICTIONS

. B . . .
[Add new 5.3 as follows:]

5.3 Mail Addressed to CMRAs

Mail sent to an addresses at a commercial maif receiving
agency {CMRA) must be addressed lo their private mailbox
{PMB) number at the CMRA mailing address.

* N * * *
[»] Deposit, Collection, and Delivery
. * . . .

D042 Conditions of Delivery

* * * - *

[Revise D042.2.5 as follows:]
The procedures for the establishment of a commercial mail
receiving agency:
a. An addressee may request mail delivery to acommer-
cial mall receiving agency {CMRA). The CMRA
accepts defivery of the mail and holds it for pickup or
re-maifs it to the addressee, prepaid with new postage.
e T
. Each CMBA must register with the post office respon-
sible for defivery to the CMRA. Any person who eslab-
lishes, owns, or manages a CMRA must provide a
Form 1583-A, Application to Act as Commercial Mail
Receiving Agency, to the postmaster {or designee) re-
sponsible for the delivery address. The CMRA owner
or manager must complete all entries and sign the
Form 1583-A. The CMRA owner or manager must
furnish twe items of valid identification; one itern must
contain a photograph of the CMRA owner or mana-
ger. The following are examples of acceplable
identification:
(1) Valid driver's license.
{2) Armed forces, government, or recognized compo-
rate identification card.

o

(3
{4,

Passport or alien registration card.

Other credential showing the applicant’s signa-

ture and a serial number or similar information

that is traceable to the bearer.
The postmaster (or designee) may retain a photocopy
of the identification for verification purposes. Furnish-
ing false information on the application or refusing to
give required information will be reason for denying
the application. When any information required an
Form 1583-A changes or becomes obsslete, the
CMRA owner or manager must file a revised applica-
tion with the postmaster.

¢. The postmaster {or designee) must verify the docu-
mentation to confirm that the CMRA owner or manag-
er resides at the permanent home address shown on
Form 1583-A; witness the signature of the CMRA own-~
erormanager; and sign Form 1583-A. The postmaster
must provide the CMRA with a copy of the DMM regu-
lations relevant to the operation of a CMRA, The
CMRA owner or manager must sign the Form 1583-A
acknowledging receipt of the regulations. The post-
master must file the original of the completed Form
1583-A at the post office and provide the CMRA with
a duplicate copy.
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d. The approval of Form 1583-A does not authorize the
CMRA to accept accountable mail (for example: Reg-
istered, Insured, or COD) from their customers for
mailing. The enly acceptable mailing point for this type
of Accountable mail is the post office.

26 Delivery to CMRA
[Revise D042.2.6 as follows:]
Procedures for delivery to a CMRA:

a. Mail delivery to a CMRA requires that the CMRA own-
ers or manager and each addressee complete and
sign PS Form 1583, Application for Delivery of Mail
Through Agent. Spouses may complete and sign one
Form 1583. The requirement to furnish two items of
valid identification will apply to each spouse. If any in-
formation that is required on Form 1583 is different for
either spouse, include it in the appropriate box. A par-
ent or guardian may receive delivery of a minor's mail
by listing the name(s) and age(s) {biock 13} of the
minor(s) on Form 1583. The CMRA owner or manag-
er, authorized employee, or a notary public must wit-
ness the signature of the addressee. The addressee
must complete all entries on Form 1583. The CMRA
owner or manager must verify the documentation to
confirm that the addressee resides or conducts busi-
ness at the permanent address shown on Form 1583.
The address is verified if there is no discrepancy be-
tween information on the application and the identifi-
cation presented. If the information on the application
does not match the identification, the applicant must
substantiate to the CMRA that the applicant resides or
conducts business at the address shown. If the appli-
cant is unable to substantiate the address, the CMRA
must deny the application. Furnishing false informa-
tion on the application or refusing to give required
information will be reason for withholding the address-
ee’s mail from delivery to the agency and returning it
to the sender. When any information required on
Form 1583 changes or becomes obsolete, the ad-
dressee must file a revised application with the CMRA.
The addressee must furnish two items of valid identifi-
cation; one item must contain a photograph of the ad-
dressee. The foliowing are examples of acceptable
identification:

Valid driver's license.

(2) Armed forces, government, or recognized corpo-
rate identification card.

(3) Passport or alien registration card.

(4) Other credential showing the applicant's signa-
ture and a serial number or similar information
that is traceable to the bearer.

o

Q.

o

The CMRA owner or manager may retain a photocopy
of the identification for verification purposes. The
CMRA owner or manager must list the two types of
identification (block 8) and write the complete CMRA
delivery address used to deliver mail to the addressee
(block 3) on Form 1583.

The addressee must disclose on Form 1583 when the
private mailbox is being used for the purpose of doing
or soliciting business to the public. The information
required to complete this form may be available to the
public if “yes” in block 5 on Form 1583 is checked.

. The CMRA must provide the original of completed

Forms 1583 to the postmaster. This includes revised
Forms 1583 (write revised on form) submitted by an
addressee based on information changes in the origi-
nal Form 1583. The CMRA must maintain duplicate
copies of completed Forms 1583 on file at the CMRA
business location. The Forms 1583 must be available
at all times for examination by postal representatives
and postal inspectors. The postmaster must file the
original Forms 1583 alphabetically by the addressee’s
last name for each CMRA at the station, branch, or
post office. The postmaster files the original Forms
1583 without verifying the address of residence or firm
shown on Forms 1583. Verification is required only
when the postmaster receives a request by the Postal
Inspector-In-Charge, or when there is reason to be-
lieve that the addressee’s mail may be, or is being,
used for uniawful purposes.

When the agency relationship between the CMRA and
the addressee terminates, the CMRA must write the
date of termination on its duplicate copy of PS Form
1583. The CMRA must notify the post office of ter-
mination dates through the quarterly updates (due
January 15, Aprii 15, July 15, and October 15) of the
alphabetical list of customers cross-referenced to the
CMRA addressee delivery designations. The aipha-
betical list must contain all new customers, current
customers, and those customers who terminated with-
in the past 6 months, including the date of termination.
The CMRA must retain the endorsed duplicate copies
of Forms 1583 for at least 6 months after the termina-
tion date. Forms 1583 filed at the CMRA business
location must be available at all times for examination
by postal representatives and postal inspectors.

A CMRA must represent its delivery address designa-
tions for the intended addressees as a private mailbox
(PMB). The CMRA detivery address must specify the
location to which the mailpiece is delivered. Mail-
pieces must bear a delivery address that contains at
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feast the following elements, in this order:
(1) Intended addressee’s name ar other identifica-
tion. Exarnples: Joe Doe or ABC CO.

2y PMB and number. Example FMB 234,
3

Street number and name or post office box num-
ber or rural route designation and number.
Examples 10 Main St or POBOX 340r RA 1
BOX 12.
City, state, and ZiP Code (5-digit or ZIP+4).
Example Herndon VA 22071-2716.
The CMRBA must write the complete CMRA delivery
address used to deiiver mall to each individual ad-
dressee or firm on the Form 1583 (biock 3). The Postal
Service will return mail without a proper address to the
sender endorsed “Undeliverable as Addressed.”
. A CMRA or the addressee must not modify or after
Form 1583 or Form 1583-A. Modified or altered forms
are invalid and the addressee’s mail must be re-
turned to sender in accordance with Postal Service
regulations.
The CMBA must be in full compliance with DMM
D042.2 .5 through D042.2.7 and other applicable post-
al requirements to receive delivery of mail from the
post office.
The postmaster may, with the next higher level
approval and notification to the Postal Inspector-in-
Charge, suspend delivery to 2 CMRA that, after proper
notification, falls to comply with D042.2.5 through
D042.2.7 or other applicable postal requirements.
The proper notification must be in writing outlining the
specific violation(s) with a reasonable time to comply.

{4

©

B4

i. With the approval of suspension of delivery, the post-
master must provide the CMRA with written notifica-
tion of the effective date and the reason{s). if the
CMRA faifs to comply by the effective date, return mait
to the sender endorsed “Delivery Suspended o
Commercial Mail Receiving Agency.”

2.7 Addressee and CMRA Agreement

[Revise D042.2.7 as foliows:]

In delivery of the mail to the CMRA, the addressee and the
CMRA agree that:

a. Whenthe agency relationship between the CMRA and
the addressee terminates, neither the addrgssee not
the CMRA will file a change-of-address order with the
post office.

=4

o

The CMRA musl re-mall mail intended for the address-
ee for atieast 6 months after the termination daie of the
agency refationship between the CMRA and address-
se. When re-maiied by the CMRA, mail requires pay-
ment of new postage. At the end of the §-month periad,
the CMRA may return only First-Class Mail received
for the former addressee (customer) to the post office.

The CMBA must return this mail te the post office the
next business day after receipt with this proper
endorsement: “Undeliverable, Commercial Mail Re-
ceiving Agency, No Authorization to Receive Mail for
This Addressee.” Return this mail without payment of
new postage 1o the post office. The CMRA must not
deposit return mail in a collection box. The CMRA
must give the return mail to the letter carrier or return
it to the post office responsible for delivery to the
CMRA. Upon regquest, the agent must provide 1o the
Postal Service all addresses to which the agency re-
mails mail.

The CMRA must provide to the postmaster a quarterly
list {due January 15, April 15, July 15, and October 15)
of its customsrs in alphabelical order cross-
referenced to the CMRA addressee delivery designa-
tions. The alphabetical list must contain all new cus-
tomers, current customers, and those customers who
terminated within the past & months, includingthe date
of termination.

A CMRA may not refuse delivery of mail if the malil is
for an addressee that is a customer or former custom-
or (within the past & months}). The agreement between
the addressee and the CMRA obligates the CMRA to
receive all mail, except restricted delivery, for the ad-
dressee. The addressee may authorize the CMRA in
writing on Form 1583 (block 6) to receive restricted
delivery mail for the addressee.
if the CMRA has no Form 1583 on fite for the intended
addressee, the CMRA mustreturn that mail o the post
office responsibie for delivery. The CMRA must return
this maii to the post office the next business day after
receipt with this proper endorsement: “Undeliverable,
Commercial Mai Receiving Agency, No Authorization
to Receive Mail for This Addressee.” Return this mail
without payment of new postage to the post office.
The OMRA must return misdelivered mail the next
business day after receipt,

. The CMRA must not deposit return mail in a collection

box. The CMPRA must give the return mail o the letter
carrigr or return it to the post office responsible for
delivery to the CMRA.

- - * * *
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United States Postal Service

Application to Act as a Commercial Mait Receiving Agency  {-%*

See Privacy Act Statement on Reverse

TO: POSTMASTER

In registering with the Postal Service to act as an agency {o recsive defivery of mail of others, the agent agress 1o the
following: (1} the Commerciat Mail Recelving Agency {CMRA) must have on file a PS Form 1583, Application for
Delivery of Mail Through Agent, for each addressee or firm receiving mail at the agency; (2) 2 CMRA must represent its
delivery address as a private mailbox; {3) the CMRA is not authorized to accept accountable mail (for example:
Hegistered, Insured, or COD)} from their clients for mafling, the post office is the only acceptable mailing point: (4} the
CMRA must be in full compliance with Domestic Mail Manual (DMM) D042.2.5 through D042.2,7 and other applicable
postal requirements to receive delivery of mail from the Postal Service; and (6) when any information required on this
form changes or becomes obsclets, the GMRBA owner or manager must file a revised application with the postmaster.

NOTE: The CMRA owner or manager must execute this form in duplicate in the presence of the postmaster or designee.
The CMRA owner or manager retains the signed duplicate copy and signs in this space

to signify receipt and understanding of applicable DMM reguiations regarding delivery of maif to a CMRA by the Postal
Service. This application may be subject to verification procedures by the Postal Servige to confirm that the CMRA
owner or manager resides at the permanent home address fisted below, and that identification presented in box 101s
valid. Failure to comply with DMM D042.2.5 through D042,2.7 and all other applicable Postal Service requirements may
subject the agency to withholding of mail until corrective action is taken.

2. Name of Commercal Mail Receiving Agency (OMRA)} (Corporation or 13, Name ¢f CMRA Owner/Manager
Trads Name}

4, Street Address of CMRA Number, Streef, Oy, State, ana ZIP Code) 5. P.Ov. Box Address of CMRA ginciude City, State, and 2iP Code}

5. CMRA Teiephone Mumber 7. Permanent Home Address of CMRA Qurier/Manager (Number, Street,
( ) City, State, and ZItP Code)
8. Home Telephone Number of CMRA OwnedManager
9. Agency Manager or Contact {Name and tefephone number} WARNING: The ing of false or mi i ion on this form,
ot amission of matetial information, may result in eriminal sanctions
{including fines and imprisonment) and/or civil sanctions {including
( ) multiple damages and civil penalties). (18 U.8.C. 1¢01)
16. Two Types of Identification Are Required. One Must-Comtaina 11. Signalure of CMR& Owner or Manager and Date

Phetograph of the CMRA Qwner or Manager. The Postmaster or
Designee Must Write in Type of [dentifying information,

a.

b.

Pace 29

12. Signawre of Postmaster or Designee and Date

Acceptable ;dennfscamn includes: driver's ficense; anned forces,

rporate | card; of othst
crsdanbaj smwmg the CMRA owner or manager's signature and a
serial number or similar information that is traceable to the bearer, A
photosopy of your identification may be retained by agent for
verification.

P Form 1583-A, March 1999 R This form on Intemet at www.usps.com
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Privacy Act Statement

Gofllection of this information is authorized by 38 USC 403 and 404.
This information will be used to authorize the delivery of the
intended addressee’s mail to another. The Postal Service may
disclose this information o an appropriale govemment agency,
domestic or foreign, for law enforcement purposes; where
pertinent, in a legal proceeding to which the Postal Service is a
pasty or has an interest; to & government agency in order 1o obtain
information relevant to a USPS decision concerning employment,
security clearances, contracts, licenses, grants, or other benefits; 1o
a congressional office at your request; 1o an expert, consultant, or
cther person under contract o the USPS o fulfill an agency
function; to the Federal Records Center for storage; to the Office of
Management and Budget for review of private relief legisiation; to
an independent certified public accountant during an official audit of
USPS linances; 1o & labor arganization as required by the National
{.abor Relations Act; for the purpose of identifying an address as an
address of an agent to whom mail is detivered on the behalt of
cther persons; and to anyone when the delivery address is being
used for the purpose of doing or soliciting business with the public.
Completion of this form is valuntary; however, without the
information, the mail will be withheld from delivery to the agent and
delivered to the addressee, or, if the ac'dress of the addressee is
that of the agent, returned to the sende.,

PS Form '1583-A, March 1999 (Reverse)
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United States Postal Service
Application for Delivery of Mail Through Agent —
See Privacy Act Statement on Reverse e

In consideration of delivery of my or our (firr) mail to the agent named below, the addressee and agent agree: (1) the addressee or the
agent must not file a change of address order with the Postal Service upon termination of the agency relationship; (2) the transfer of my
or our (firm) mail to another address is the responsibility of the agent; (@) all mail delivered to the agency under this authorization must
be prepaid with new postage when redeposited in the mails; (4) upon request the agent must provide to the Postal Service ail addresses
1o which the agency transfers mail; and (5) when any information required on this form changes or becomes obsolete, the addressee(s)
must file a revised application with the Commercial Mail Receiving Agency (CMAA).
NOTE: The applicant must execute this form in duplicate in the presence of the agent, his or her authorized emplioyee, or a notary
public. The agent provides the original completed signed Form 1583 to the Postal Service and retains a duplicate completed signed
copy at the CMRA business location. The CMRA copy of Form 1583 must at all times be available for examination by the postmaster (or
designee) and the Postal Inspection Service. The addressee and the agent agree to comply with all appiicable postal ruies and
regulations relative to delivery of mail through an agent. Failure to comply will subject the agency to withholding of mail from delivery
until corrective action is taken.
his application may be subject to verification procedures by the Postal Service to confirm that the applicant resides or conducts
pusiness at the home or business address listed in boxes 8 or 11, and that the identification listed in box 9 is valid.
2. Name in Which Applicant's Mall Wil Be Received for Delivery to Agent. 3. Address to Be Used for Delivery Inciuding ZIP + 4
(Gormpiete a separate Form 1583 for EACH applicant. Spouses may
complete and sign one Form 1583. Two items of valid identification apply to
eacf; spouse. Include dissimilar information for either spouse in appropriate
box.

5.WITl Tris Delivery Address Be Used for Soliciting or Doing Business With the
Public? {Check one)
3 Yes £ Ne

I Applicant Aulhanizes Delivery 16 and in Care of
(Name, address, and ZIP Code of agent}

7. Name of Applicant

5 This Authorization Is Extended to Include Restricted Delivery Mail for the
Undersignedis)

8. Home Address (Number, street, city, state, and 2iP° Cods)

9. Two Types of identificalion are Required. One Must Contain a Photograph of
‘the Addressee(s). Agent Must Write in Identifying Information. Subject to Telephane Number ( )
Verification.

10."Name of Firm or Carporation
a

b. 11, Business Address (Number, street, city, stale and ZIP Code)

Accaptable identfication Includes: driver's license; anmed forces, government,
of recognized corporate identification card; passport or alien registration card
or cther credential showing the applicant's signature and a serial number or
sitnilar information that is traceable to the bearer. A photocopy of your

identiication may be retained by agent for verification. Telephone Number { )

12, Kind of Business 13. It Applicant Is a Firm, Name Each Member Whose Malil Is o Be Delivered. (Al names listed must have verifiable
identification. A guardian must list the namas and ages of minors recsiving mail at their delivery address.)

14, It a CORPORATION, Give Names and Addresses of Its Officers 15. If Business Name of The Address (Corporation or Trade Name) Has Been
Registered, Give Name of County and State, and Date of Registration.

waming: The fumishing of false or misieading information on this form or omission of material information may result in criminal sanctions (incuding fines and
es). (18 U.S.C. 1001)

{mprisonment) and/or civil sanctions (including mulliple damages and civil penalti
76. Signature of AgentNotary Public 17. Signature of Applicant (if fimn or corporation, application must be signed by
officar. Show titie.)

PS Form 1583, March 1998 This form on Internet at www.usps.com
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Privacy Act Statement

Collection of this information is authorized by 38 USC 403 and 404,
This int ion will be used to authorize the delivery of the
intended addresses's mail to another. The Pestal Service may
disclose this information to an appropriate govermment agency,
domestic or fareign, for law enforcernent purposes; where

pettinent, in a legal proceeding o which the Postal Service isa
party of has an interest; to a government agency in order to obtain
inferrmation relevant to a USPS decision concerning employment,
security clearances, contrasts, licenses, grants, or other benefits; to
a congressional office at your request; lo an expert, consultant, or
other person under contract to the USPS to fulfill an agency
tunction; to the Federal Records Center for storage; to the Qffice of
Management and Budget for review of private relief legisiation; to
an independent certified public accountant during an official audit of
USPS finances; to a iabor organization as recuired by the National
Labor Relations Act; for the purpose of identifying an address as an
address of an agent 1o whom mail is deiivered on the behalf of
other persons; and ic anyone when the delivery address is being
used for the purpose of doing or soliciting business with the public.
Completion of this form is voluntary; however, without the
infermation, the mail will be withheld from delivery to the agent and
delivered to the addressee, or, if the address of the addressee is
that of the agent, returned io the sender.

PS Form 1583, Macch 1993 (Reverse)
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Testimony before the Subcommittee on Regulatory Reform and
Paperwork Reduction of the House Committee on Small Business.
Congresswoman Sue Kelly, Chairwoman

My name is George Russell, I am a resident of Westchester County, a member of the Political
Affairs Council of the Westchester Chamber of Commerce, and President and CEO of Five
Winds Corp., a company which does business under the trade name HQ Global Workplaces,
(formerly, HQ Business Centers). I operate a business center at 70 West Red Oak Lane, White
Plains, NY. This center licenses the use of office space and provides a full range of office
services to approximately 140 business clients.

I appear here today to address the US Postal Service regulations adopted in March 1999
pertaining to the delivery of mail through a Commercial Mail Receiving Agency, (CMRA),
allegedly in this case our firm, HQ Global Workplaces. I bclicve that you will find that these
regulations are invasive, burdensome, discriminatory and an inexcusable affront to the thousands
of small business people who are affected by them. This group is being singled out just becausc
they do not maintain a “traditional” office in a commercial building.

First, 1 would like to provide a brief description of our company and the services that we offer to
our clients. Our center in White Plains is part of a network of some 275 centers located
throughout the United States and also sixteen (16) other countries. Approximately two thirds of
the centers are “company owned and operated” by onc cntity, HQ Global Workplaces, Inc. The
remainder, approximately, eighty (80) centers are operated by approximately thirty-four separate
owners. Fourteen franchise entities operate 42 centers in the United States.

Somewhat more than half of our clients are national and international companies. The rest arc
smaller local business professionals and companies. While most of our clients are actually
present in our forty thousand square foot White Plains business center, forty-three, (43), clients
are part of the work at home population. These clicnts avail themselves of business services that
we offer, such as telephone answering and messaging, mail receipt and forwarding, word
processing, desktop publishing, overnight mail services, conference room usage, video
conferencing, etc. It is this group that is affected by the new US Postal Service regulations.

The first issue must certainly be the manner in which the USPS adopted the changes. 1
personally find it incredible that the Postal Service adopted the changes in the first place after
having received 8,098 negative comments that amounts to 99.89% of all comments received.
Yet the USPS moved forward. Was it because, to quote from the March 25, 1999, edition of the
Federal Register, “Large firms and associations, including financial institutions and trade
associations of mailers, consumers and law enforcement officials submitted these comments.”
These being the “10 comments that generally supported the proposed rule.”

Where is the cost/benefit analysis to support the wisdom of these regulations? The rules arc
allegedly aimed at the reduction of mail fraud. Yet, according to research done by the CATO
Institute, “Over the most recent one-year period for which there are figures, only 15.9%, or 1,533
cases, of convictions for mail-related crimes involved fraud, and there are no good figures on
how many cases involved private versus P.O. or home boxes.” ' Against these fuzzy statistics,
one must consider the estimated cost of $600 million to St billion to implement the changes
called for in the regulations.
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An article in The New York Times on July 6, 1999 reports that “Law enforcement agencies and
credit card companies asked for the requirements, citing rampant mail fraud.” T find it
interesting, to say the least, that those credit card companies that send out “pre-approved”
applications for their credit cards by the thousands, then turn around and ask for new regulations
just because they get stung! Somehow, that does not make sense.

The next issue is onc of definition. What is a CMRA? I do not believe the USPS really knows.

T have discussed this with many of my associates who operate HQ Global Workplace centers
around the country. In several cities, the Postmaster has advised center owners and managers that
the regulations do not apply to them. In a number of other locations the regulations are being
enforced with a vengeance.

I quote from a letter written to one our center managers in the Detroit area by a Postal Service
manager. “If we do not receive a response from your agency by November 2, 1999, which
should include your client list and completed form 1583 for each client, we will be requesting
authorization to suspend delivery to your agency, for non-compliance with CMRA regulations.
The recipient called me numbers of times sure that USPS was about to put her out of business.

I testified before this sub-committee on September 1, 1999. T took that opportunity to address a
number of specific aspects of the regulations. I would like to use my time today to address the
one single regulation that T find to be the most oncrous of all. That is the requirement that all
CMRA clients use the PMB, Private Mailbox, designation in their address effective April 26,
1999.

This last change clearly steps over the bounds of privacy. It will be burdensome and costly to
both the client and the CMRA, More importantly it is discriminatory and an affront to a subset
of the business population just because they choose to work from their homes and/or elect to
receive their mail through a private business entity such as an HQ Global Workplaces facility.
Many individuals and businesses simply prefer not to receive their mail at a PO Box. This is the
very reason they come to us in the first place. One has to question the US Postal Service’s
authority to prevent businesses and individuals from receiving their mail at a location of their
choice without the requirement of a PMB designation in their business address,

The requirement for the use of the PMB designation is viewed by many as a “Scarlet Letter” of
the business world. It will inevitably be perceived by many as a designation of a “second class
citizen” in the business world. While there is no bona fide reason for such a perception, it will
still occur. This unfair requirement is totally unjustificd. Why should one group of individuals
and small businesses be singled out for such a discriminatory label? Many small businesses do
not need or want or can not afford the luxury of a private office in a commercial office building
or other commercial location. They prefer to or must work from their homes or from some other
location, which may have an address that they do not wish to use. Until the advent of these new
regulations, they have been free to receive their mail at an address of their choice without having
to use a Post Office Box or now, a Private Mailbox, as part of their business address. [ am
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unable to understand why the use of this PMB label will reduce fraud. The information that we
now include in the infamous Form 1583 is fraud protection enough. Could it be, as some have
said that the USPS will now be able to use the PMB designation to collect data on the number of
customers that it has lost to the truly private providers of mail receiving services?

We are now hearing talk the Postal Service is considering the use of a # in place of the PMB
designation. Clearly, The Postal Service is still missing the point. Any form of labeling whatever
it may be, is discrimination. Members of the committee, I would ask you to consider the
implications of this arbitrary labeling approach. The twentieth century has witnessed one
campaign after another to eliminate all forms of discrimination. Yet, here we are again, working
to eliminate a new form of unnecessary discrimination against a portion of our country’s
population. It may not be a perfect analogy but as one with a degree in history, I am reminded of
Germany in the 1930°s when the German government actually labeled a portion of the
population. History tells us the horrible and disastrous extremes to which that form of
discrimination was taken.

Congresswoman Kelly and members of the Subcommittee, Congress has the power to change or
climinate the onerous, invasive and burdensome aspects of regulation. Please do so by
supporting House Joint Resolution 55.

Thank you for the opportunity to address this issue.

1. CATO Institute Briefing Paper No. 48, The U.S. Postal Service War on Private Mailboxes and
Privacy Rights, July 30, 1999.

Attachment: Curriculum vitae — George Russell
Private Mailbox article, The New York Times, July 6, 1999.
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Curriculum Vitae

George Russell
President and CEO

Five Winds Corp.

70 West Red Oak Lane
‘White Plains, NY 10604

Business Telephone: (914) 697-4704

Business Fax: (914) 697-4888
Email: gruss@hqredoak.com
Home Address: 2 Flagler Drive

Rye, NY 10580

1985 — Present

Five Winds Corp, President and CEO - Independent businessman. I started Five Winds in
1986 and became majority owner of the firm in 1989. Five Winds does business under the trade
name HQ Global Workplaces, name changed from HQ Business Centers carly this year. Our
first business center was located in Rye, NY. We relocated to larger quarters in White Plains in
1995. The company has a staff of eleven people working full time and provides services to
approximately one hundred and forty clients. Annual revenues are approximately two and a half
million dollars.

1966 - 1984

International Paper Company, Purchase NY — Served in various capacities in the Finance,
Wood Products and Resources divisions. My last position was General Manager of Land and
Timber, responsible for the management of the company’s then timber holdings of’
approximately seven million acres.

1964 — 1966
The Chase Manhattan Bank -- Global Credit Training Program

1964 M. B. A, University of Michigan. 1962 B. A. History, Yale University

I certify that neither my company nor [ is the recipicnt of any federal grant, contract, or
subcontract now or have we been during the past two years.
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LAW OFFICES
GOLDBERG & ASSOCIATES, PLLC

A LIMITED LIABILITY COMPANY INCLUDING NONLAWYERS)
SUITE 700
888 16TH STREET, N.W.
WASHINGTON, D.C. 20006
202-835-8282
FACSIMILE: 202-835-8283
E-MAIL: JIMCOUNSEL@AOL.COM

October 27, 1999

The Honorable Sue W. Kelly

Chair

Regulatory Reform and Paperwork Reduction Subcommittee
House Small Business Committee

2361 Rayburn House Office Building

Washington, DC 20515

Dear Rep. Kelly:

This letter is submitted on behalf of the Executive Suite Association (ESA) in comnection
with the Subcomumittee’s recent hearing on the U.S. Postal Service’s Commercial Mail receiving
Agency (CMRA) regulations. We would request that this letter be included in the hearing
record.

By way of background, ESA is an international organization whose more than 1,000
member locations provide office space and business services to more than 40,000 customers,
most of whom are small businesses.

On March 25, 1999, the Postal Service issued its final CMRA rules (64 Federal Register
14385). ESA had not participated in the notice-and-comment stage of the rule development
because, quite frankly, the Association had no reason to believe that its members were impacted
by the rule. We still believed that when the final rule was issued.

However, ESA’s belief changed a month later when Patricia M. Gibert, USPS Vice
President, Retail, sent a Memorandum to USPS arca operations personnel promulgating a
definition of a CMRA ~ a business that offers for a fee, to accept delivery of mail for others,
holds it for pickup or remails it to another address — that had never been made public before and
was not, and is not (fo the best of our knowledge) contained in the USPS Domestic Mail Manual.
Ms. Gibert’s Memorandum, a copy of which is enclosed, went on to cite, as an example of a
CMRA “Corporate Executive Centers that also offer their customers a small suite, office or other
workspace, as well as shared office services such as mail receipt and remailing, message centers,
FAX and computer systems, conference rooms, and secretarial services.” As indicated, this
example had, 1o the best of our knowledge, NEVER been used before by the USPS and does not
appear anywhere in the Domestic Mail Manual.
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It is ESA’s belief that the CMRA “definition” and examples contained in Ms. Gibert’s
Memorandum constitute a rulemaking outside of the notice and comment requirements in federal
law and are thus invalid.

Shortly after the issuance of this Memorandum, many ESA members were contacted by
local postal officials and “urged” in the strongest possible terms to register as a CMRA and to
comply with the new rules. Many were threatened with the immediate termination of mail
delivery if the required forms were not forthcoming.

Upon learning of this Postal Service activity, ESA representatives immediately contacted
USPS officials and began a dialog on modification of the rule. Despite some verbal assurances
that the situation involving executive suites will be dealt with in a manner acceptable to the
industry, we have seen nothing in writing to date.

Like many in the CMRA community, ESA members are concerned that the Postal
Service has not properly and fully justified the issuance of the final rule calling for use of the
“PMB” designator (or some other designator) by customers of a CMRA. Moreover, ESA
members’ specific concerns go to the issue of just who or what is a CMRA. We believe that the
unilateral issuance of Ms. Gibert’s April 29 Memorandum was unwarranted and perhaps even
illegal. We believe that the Postal Service should take immediate steps to rescind its ““definition”
of a CMRA until the completion of a notice-and-comment rulemaking proceeding that results in
a definition of the rule’s scope of coverage, which definition can be published in the Domestic
Mail Manual.

On behalf of ESA and its members and their small business customers, we urge you and

your Subcommittee to insist that the Postal Service comply with appropriate rulemaking
requirements that are imposed on other government agencies before seeking to implement this

rule.
/émcerely,
’ f L(.&l/) /{L‘ Q
James M. Goldberg

Enclosure
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