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On April 4, 2017, the Postal Service filed a request, pursuant to 39 U.S.C. 

§ 3641(e)(2), for an exemption from the $10 million annual revenue limitation for the 

Customized Delivery market test.
1
  Based on the record before it, the Commission finds 

that approving the Request is consistent with applicable legal requirements, including 

39 U.S.C. § 3641, 39 C.F.R. part 3035, and Commission orders. 

                                            
1
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I. BACKGROUND 

Customized Delivery is an experimental package delivery service that offers the 

delivery of groceries and other prepackaged goods within a customized delivery 

window.  Request at 4.  The Commission authorized the Customized Delivery market 

test to proceed in Order No. 2224 and authorized the extension of the market test until 

October 31, 2017 in Order No. 3543.
2
  The market test operates in the following 

geographic areas: San Francisco, CA; Los Angeles, CA; San Diego, CA; New York, NY; 

Sacramento, CA; Stamford, CT; Las Vegas, NV; Philadelphia, PA; Boston, MA; and 

Baltimore, MD/Washington, DC.
3
 

Unless the Commission grants an exemption, total revenues anticipated or in 

fact received by the Postal Service from the Customized Delivery market test must not 

exceed $10 million in any fiscal year, as adjusted by the change in the consumer price 

index for all urban consumers (CPI-U) ($10 Million Adjusted Limitation).
4
  Upon written 

application of the Postal Service, the Commission may exempt the market test from the 

$10 Million Adjusted Limitation.
5
  If the Commission grants an exemption, total 

revenues anticipated or in fact received by the Postal Service from Customized Delivery 

may not exceed $50 million in any fiscal year, as adjusted by the change in the CPI-U 

($50 Million Adjusted Limitation).
6
   

                                            
2
 See Order Authorizing Customized Delivery Market Test, October 23, 2014 (Order No. 2224); 

Order Authorizing Extension of Customized Delivery Market Test and Updating Data Collection Plan, 
September 28, 2016 (Order No. 3543). 

3
 Order No. 2224 at 21; Notice of the United States Postal Service of Expansion of Customized 

Delivery Market Test, February 20, 2015; Notice of the United States Postal Service of Expansion of 
Customized Delivery Market Test, June 18, 2015; Notice of the United States Postal Service of Expansion 
of Customized Delivery Market Test, January 22, 2016; Notice of the United States Postal Service of 
Expansion of Customized Delivery Market Test, December 13, 2016; Supplemental Response of the 
United States Postal Service to Order No. 3672, and Notice of Expansion, February 8, 2017. 

4
 39 U.S.C. §§ 3641(e)(1) and 3641(g); 39 C.F.R. § 3035.15(b).   

5
 39 U.S.C. § 3641(e)(2);  39 C.F.R. § 3035.15(b). 

6
 39 U.S.C. §§ 3641(e)(2) and 3641(g); 39 C.F.R. § 3035.16(a). 
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In its initial notice for the Customized Delivery market test, the Postal Service 

requested an exemption from the $10 Million Adjusted Limitation based on its 

projections of expected revenue.
7
  The Commission denied the request for exemption 

as premature, but noted that the Postal Service may resubmit its request “once it 

collects sufficient data to calculate the total revenue received and estimate the 

additional revenue anticipated for each fiscal year of the market test.”  Order No. 2224 

at 18.  In the Request, the Postal Service asserts that it now has the data available to 

make the calculations requested by the Commission.  Request at 3.  The Postal Service 

states that if current demand for Customized Delivery continues, it anticipates reaching 

the $10 Million Adjusted Limitation for Fiscal Year (FY) 2017 in early June 2017.  Id. 

The Commission must approve the Request if it determines that the Customized 

Delivery experimental product is likely to benefit the public and meet an expected 

demand, likely to contribute to the Postal Service’s financial stability, and not likely to 

result in unfair or otherwise inappropriate competition.  39 U.S.C. § 3641(e)(2).  In the 

Request, the Postal Service explains how Customized Delivery meets these 

requirements.  Request at 5-7; see 39 C.F.R. § 3035.16(f)(1).  The Request must also 

calculate total revenue received, estimate additional revenue anticipated during the rest 

of the market test, and quantify product-specific costs.  39 C.F.R. §§ 3035.16(f)(2)-(4).  

The Postal Service asserts that the financial documentation and workpapers submitted 

under seal show actual and expected revenue and costs for the market test.  Request 

at 1, 4. 

On April 5, 2017, the Commission noticed the filing and invited comments on 

whether the Request complies with applicable statutory and regulatory requirements, 

including 39 U.S.C. § 3641, 39 C.F.R. part 3035, Order No. 2224, and Order No. 3543.
8
  

                                            
7
 Notice of the United States Postal Service of Market Test of Experimental Product – Customized 

Delivery, September 23, 2014, at 7. 

8
 Order No. 3849, Notice and Order Concerning Request for Exemption from Revenue Limitation 

for Customized Delivery Market Test, April 5, 2017. 
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The Commission received one set of comments from the Public Representative.
9
  

Chairman’s Information Request No. 8 was issued to clarify the Request.
10

  The Postal 

Service filed responses on May 11, 2017.
11

 

II. COMMENTS 

Based on her review of the Postal Service’s public and sealed filings in this 

proceeding, the Public Representative states she does not oppose the request for 

exemption.  PR Comments at 1.  She concludes that the exemption appears consistent 

with 39 U.S.C. § 3641.  Id. at 4.  However, she asserts that data collection reports for 

FY 2016, Quarter 4 and FY 2017, Quarter 1 do not include all information required by 

Commission orders.  Id. at 1, 5.  She suggests that the Commission require the Postal 

Service to complete these reports to ensure that the market test complies with 

applicable statutory and regulatory requirements.  Id. 

III. COMMISSION ANALYSIS 

The Commission has reviewed the record, including the Request, comments 

received, CHIR responses, and supporting documentation filed publicly and under seal.  

Based on the record before it, the Commission finds that approving the Request is 

consistent with applicable legal requirements, including 39 U.S.C. § 3641, 39 C.F.R. 

part 3035, and Commission orders.  See 39 C.F.R. § 3035.16(g). 

                                            
9
 Public Representative Comments, April 26, 2017 (PR Comments).   

10
 Chairman’s Information Request No. 8 and Notice of Filing Under Seal, May 4, 2017. 

11
 Responses of the United States Postal Service to Chairman’s Information Request No. 8, with 

Portions Filed Under Seal, May 11, 2017 (Responses to CHIR No. 8). 
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A. Compliance with Legal Requirements 

1. 39 U.S.C. § 3641(e)(2) 

The Commission must approve the Request if three requirements in 39 U.S.C. 

§ 3641(e)(2) are met.  First, the Commission must determine that Customized Delivery 

is likely to benefit the public and meet an expected demand.  See 39 U.S.C. 

§ 3641(e)(2)(A); 39 C.F.R. § 3035.16(f)(1)(i).  In its Request, the Postal Service states 

that Customized Delivery is designed to provide retailers with unique delivery windows 

for groceries and other prepackaged goods, which improves customers’ shopping and 

delivery experiences.  Request at 5.  It observes that several different types of grocery 

delivery service providers offer this service across the country.  Id.  It asserts that the 

availability of competitive providers in the geographic areas in which the market test 

operates demonstrates the growing demand for Customized Delivery.  Id.  For these 

reasons, the Postal Service concludes that Customized Delivery benefits the public and 

meets an expected and continuing demand for timely delivery of groceries and other 

prepackaged goods.  Id. 

The Public Representative comments that the Postal Service’s assertions appear 

reasonable.  PR Comments at 3.  She cites to a Wall Street Journal article noting that 

consumer demand for grocery delivery is growing in the United States.  Id. at 3 n.6.  

She observes that Customized Delivery’s volume has grown throughout the market test.  

Id. at 3. 

The Postal Service has expanded the Customized Delivery market test to nine 

new geographic areas since the market test began on November 1, 2014.  See n.3, 

supra.  The number of packages delivered has also increased as the market test has 

progressed.  This demonstrates that the demand for grocery delivery is increasing.  

Customized Delivery is likely to benefit the public by providing consumers with another 

option for grocery delivery service.  For these reasons, the Commission finds that 

Customized Delivery is likely to benefit the public and meet an expected demand. 
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Second, the Commission must determine that Customized Delivery is likely to 

contribute to the Postal Service’s financial stability.  See 39 U.S.C. § 3641(e)(2)(B); 39 

C.F.R. § 3035.16(f)(1)(ii).  The Postal Service argues that Customized Delivery 

contributes to its financial stability by generating more package volume that did not 

previously move within the postal system, which the Postal Service asserts enhances 

its ability to compete in the highly competitive package services market.  Request at 6.  

Based on her review of the sealed forecast and data collection reports, the Public 

Representative asserts that it appears reasonable to conclude that the Postal Service’s 

financial condition would likely improve if the Request were granted.  PR Comments 

at 4.  The data collection reports and supporting documentation under seal illustrate 

positive trends over the course of market test, which indicate that granting the 

exemption is likely to contribute to the Postal Service's financial stability.  As a result, 

the Commission finds that Customized Delivery is likely to contribute to the Postal 

Service’s financial stability. 

Third, the Commission must determine that Customized Delivery is not likely to 

result in unfair or otherwise inappropriate competition.  See 39 U.S.C. § 3641(e)(2)(C); 

39 C.F.R. § 3035.16(f)(1)(iii).  The Postal Service asserts that the Commission 

previously found that introducing the Customized Delivery market test and extending it 

for another year would not cause market disruption.  Request at 6-7.  The Postal 

Service notes that its expansions into new geographic areas have not raised concerns 

about market disruption.  Id. at 7.  It concludes that there is no basis for assuming that 

the continued offering of Customized Delivery over the last several months of the 

market test will introduce an unfair or inappropriate competitive advantage that has not 

previously existed.  Id. 

The Public Representative comments that the Postal Service’s assertions appear 

reasonable.  PR Comments at 4.  She notes that grocery delivery appears increasingly 

competitive.  Id.  She observes that the record does not suggest that Customized 

Delivery’s price ranges vary significantly from those of competitors in the geographic 

areas where Customized Delivery is offered.  Id. 
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The prices charged by the Postal Service for Customized Delivery are similar to 

those charged by other companies that deliver groceries and other prepackaged goods.  

These prices are effective in a limited number of geographic areas for a finite period of 

time.  To date, none of the geographic expansions has raised concerns about unfair or 

otherwise inappropriate competition.  For these reasons, the Commission concludes 

that Customized Delivery “is not likely to result in unfair or otherwise inappropriate 

competition.”  See 39 U.S.C. § 3641(e)(2)(C). 

2. Commission Regulations 

The Request and supporting documentation must comply with applicable 

Commission regulations in 39 C.F.R. §§ 3035.15 and 3035.16.  First, the Postal Service 

must file a request for exemption at least 45 days before it expects to exceed the $10 

Million Adjusted Limitation.  39 C.F.R. § 3035.16(e).  The Postal Service filed the 

Request on April 4, 2017, and anticipates reaching the $10 Million Adjusted Limitation 

for FY 2017 “by approximately early June of 2017.”  See Request at 3.  Thus, the 

Commission finds that the Postal Service filed the Request before the 45-day deadline. 

Second, the Request must explain how Customized Delivery will benefit the 

public and meet an expected demand, contribute to the Postal Service’s financial 

stability, and not result in unfair or otherwise inappropriate competition.  39 C.F.R. 

§ 3035.16(f)(1).  As previously discussed, the Request includes this information.  See 

section III.A.I, supra.   

Third, the Request must “[c]alculate the total revenue received by the Postal 

Service from the market test for each fiscal year the market test has been in operation, 

and provide supporting documentation[.]”  39 C.F.R. § 3035.16(f)(2).  Because the 

market test began on November 1, 2014, the Request must include total revenue 

received for FYs 2015, 2016, and 2017 (year-to-date).  The Postal Service filed this 

information under seal.  See Request at 4 n.5.   

Fourth, the Request must estimate the additional revenue the Postal Service 
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anticipates receiving for each fiscal year remaining on the market test, including any 

extension period granted by the Commission, and provide available supporting 

documentation.  39 C.F.R. § 3035.16(f)(3).  Because the Customized Delivery market 

test will expire on October 31, 2017, the Postal Service must estimate additional 

revenue it anticipates receiving through that date.  The Postal Service asserts that it 

filed this information under seal.  See Request at 4 nn.6 and 7.  Although the Postal 

Service filed the majority of the required information, the revenue forecast was missing 

projections from September 23, 2017 to October 31, 2017.   

The information required by 39 C.F.R. § 3035.16(f)(3) helps the Commission 

ensure that market test revenues will not exceed the $50 Million Adjusted Limitation 

during the remaining fiscal years of the market test.  In this case, the Customized 

Delivery market test will only operate during the first month of FY 2018 (i.e., October 

2017).  Based on current projections, it appears highly unlikely that market test 

revenues will exceed the $50 Million Adjusted Limitation during that one-month period.  

Nevertheless, to ensure compliance with 39 C.F.R. § 3035.16(f)(3), the Commission 

directs the Postal Service to file estimates of additional revenue it anticipates receiving 

from the market test between September 24, 2017 and October 31, 2017 with its FY 

2017, Quarter 3 data collection report.   

Fifth, the Request must quantify the product-specific costs associated with the 

market test’s development, which are costs incurred before the market test is 

implemented.  39 C.F.R. § 3035.16(f)(4).  The Postal Service previously filed this 

information in its data collection report for FY 2015, Quarter 1.  See Request at 4-5, 5 

n.8. 

Sixth, the Commission’s regulations explain how to calculate the $10 Million 

Adjusted Limitation and $50 Million Adjusted Limitation.  See 39 C.F.R. §§ 3035.15(c)-

(e) and 3035.16(b)-(d).  For FY 2017, the Postal Service calculates the $10 Million 

Adjusted Limitation as $11,170,163 and the $50 Million Adjusted Limitation as 

$55,850,815.  Request at 2.  The Commission finds that these calculations are 

consistent with the Commission’s regulations.   
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For these reasons, the Commission finds that the Request and supporting 

documentation comply with applicable Commission regulations except for 39 C.F.R. § 

3035.16(f)(3).   

B. Data Collection Reports 

The Commission’s rules require the Postal Service to file data collection reports 

within 40 days after the close of each fiscal quarter during which the market test is 

offered.  39 C.F.R. § 3035.20(d).  Order No. 3543 contains the most current data 

collection plan for the Customized Delivery market test.  See Order No. 3543 at 12-13, 

18.  After Order No. 3543 was issued, the Postal Service filed data collection reports for 

FY 2016, Quarters 3 and 4 and FY 2017, Quarter 1.
12

  The Public Representative 

observes that the data collection reports for FY 2016, Quarter 4 and FY 2017, Quarter 1 

omit multiple line items and information required by Order No. 3543.  PR Comments at 

5.  She notes that the Request corrects some, but not all, of these omissions.  Id.  She 

suggests that the Commission require the Postal Service to complete these data 

collection reports to bring them into compliance with Commission orders.  Id.  She 

asserts that timely and complete filings enable the Commission to monitor the market 

test and will be essential if the Postal Service seeks to add Customized Delivery as a 

permanent product without any service interruption.  Id. 

The Commission has consistently stated in this proceeding that data collection 

reports in this proceeding must be complete when filed.  See Order No. 3543 at 13, 15.  

In a recent order, the Commission expressed its concern about the Postal Service’s 

continued failure to comply with the Commission’s regulations and orders in this 

proceeding.
13

  It explained that “[t]he Postal Service’s failure to timely provide 

necessary information hinders the Commission’s ability to monitor market tests as 

                                            
12

 Customized Delivery Data Collection Report, Fiscal Year 2016, Quarters 3 and 4, December 
13, 2016; Customized Delivery Data Collection Report, Fiscal Year 2017, Quarter 1, February 9, 2017. 

13
 Order Concerning Customized Delivery Market Test, December 19, 2016, at 4 (Order No. 

3672). 
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Congress intends and as the law requires.”  Order No. 3672 at 4.  The most recent data 

collection report for FY 2017, Quarter 2 was complete and filed on time.
14

  The Postal 

Service filed complete data collection reports for FY 2016, Quarter 4 and FY 2017, 

Quarter 1 in CHIR responses.  Responses to CHIR No. 8, question 4. 

The Commission reiterates that future filings in this proceeding, including data 

collection reports, must be complete when filed.  Complete data collection reports are 

necessary for the Commission to ensure that the “continued offering of [Customized 

Delivery] will not create an unfair or otherwise inappropriate competitive advantage for 

the Postal Service or any mailer, particularly in regard to small business concerns….”  

See 39 U.S.C. § 3641(b)(2).  Complete data collection reports are also necessary for 

ensuring that revenues do not exceed applicable limitations under 39 U.S.C. § 3641(e).  

In addition, if the Postal Service files a request to add Customized Delivery as a 

permanent product, data collection reports must be complete to ensure the Commission 

has sufficient time to evaluate the request before the market test expires.
15

 

All future filings in this proceeding—including the remaining data collection 

reports for FY 2017, Quarters 3 and 4 and FY 2018, Quarter 1—must be both timely 

and complete when filed.  The FY 2017, Quarter 3 data collection report is due on 

August 9, 2017. 

                                            
14

 Customized Delivery Data Collection Report, Fiscal Year 2017, Quarter 2, May 10, 2017. 

15
 If the Postal Service decides to add Customized Delivery as a permanent product, it must file a 

request for permanent product status under 39 C.F.R. § 3035.18 at least 60 days before the market test 
expires.  See 39 C.F.R. § 3035.18(a).  Because the market test expires on October 31, 2017, the Postal 
Service must file the request by September 1, 2017.   
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IV. ORDERING PARAGRAPHS 

It is ordered: 

1. Based on the record before it, the Commission finds that approving the Request 

is consistent with applicable legal requirements, including 39 U.S.C. § 3641, 39 

C.F.R. part 3035, and Commission orders. 

2. The Commission directs the Postal Service to file estimates of additional 

revenue it anticipates receiving from the market test between September 24, 

2017 and October 31, 2017 with its FY 2017, Quarter 3 data collection report. 

3. All future filings in this proceeding—including the remaining data collection 

reports for FY 2017, Quarters 3 and 4 and FY 2018, Quarter 1—must be both 

timely and complete when filed. 

By the Commission. 
 
 
 

Stacy L. Ruble 
Secretary 


