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Amazon.com Services, Inc. (“ASI”), respectfully submits these reply comments to respond to 

initial comments filed on February 19, 2019, by United Parcel Service, Inc. (“UPS”). 

UPS’s comments repeat a pattern that has become all too familiar: The Postal Service 

submits an Annual Compliance Report, as required by 39 U.S.C. § 3652, to “demonstrate that all 

products during such year complied with all applicable requirements” of the governing statutes.   

UPS has no basis to contend that the Postal Service is not in compliance with those requirements as 

established by Congress and the Commission and as interpreted by the courts.  Rather than simply 

concede this fact and move on, however, UPS and its allies misuse the annual compliance review to 

restate their disagreements with Commission-approved costing methods and rehash unsubstantiated 

attacks on the Postal Service in general.   

Indeed, a comparison of the UPS comments in this docket with its comments in Docket No. 

ACR2017 show that they are materially identical.1  The Commission thus should not concern itself 

with these duplicative and largely irrelevant comments.  ASI addresses them here to reiterate that this 

is not the proper proceeding to address the issues UPS and its allies raise, and to dispel any notion 

                                                           
1
  See, e.g., UPS comments at 1 (referring to a “profound” shift in the Postal Service’s business rather than a 

“seismic” shift; sentence otherwise unchanged from last year’s comments); id. (describing investments and 

operations as “dedicated to delivering” parcels that last year were described as “designed to deliver” parcels); id. at 3 

(stating that cost attribution levels “do not hold up” rather than that they “are puzzling”); id. at 4 (referring to a 

conclusion as “unavoidable” that last year was “unmistakable”).   
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that might otherwise be entertained that the comments reflect material unaddressed problems with the 

existing costing methodologies.    

I. This is Not the Proper Proceeding to Address the Issues that UPS Raises 

UPS acknowledges that this is not the proper vehicle to address many of the issues raised in 

its comments.2  Nevertheless, UPS raises a host of issues citing anecdotal evidence that it contends 

raise “important questions” about the cost models and seeks the Commission’s “guidance” on “how 

best to address” them.3   

In fact, the Commission’s processes for proposing and adopting changes to its cost models 

are well-established and transparent.  The Commission has regularly scrutinized the accuracy of its 

cost attribution methodology in costing rulemakings and has repeatedly invited postal stakeholders, 

including UPS, to propose specific changes in costing methods via petition for rulemaking.4  UPS has 

in fact fully availed itself of the opportunity to participate in those proceedings, including by 

suggesting its own alternative costing methods.  UPS has further sought judicial review of prior 

Commission decisions that have declined to adopt UPS proposals to change the models in ways that 

would force the Postal Service to increase its prices in order to benefit UPS competitively, and has 

now taken those efforts as far as the United States Supreme Court.5  UPS has so far been 

unsuccessful in those efforts, but that has not been for lack of sufficient opportunities to be heard.  

                                                           
2
   See UPS comments at 4 and 19-23 (urging the Commission “to put in motion plans” to address purported issues 

in future proceedings or as part of prior dockets that “UPS still considers” to be open). 
3
   UPS comments at 22-23. 

4
   See Docket No. ACR2011, Annual Compliance Determination Report (Mar. 28, 2012) at 119; Docket No. 

ACR2014, 2014 Annual Compliance Determination Report (Mar. 27, 2015) at 48; Docket No. ACR2015, Annual 

Compliance Determination Report (Mar. 28, 2016) at 93.   
5
   See, e.g., Docket No. RM2015-7, Periodic Reporting (Proposal Thirteen), Order No. 2792 (Oct. 29, 2015); 

Docket No. RM2016-2, Periodic Reporting (UPS Proposals One, Two, and Three), Order No. 3506 (Sept. 9, 2016), 

aff’d sub nom. United Parcel Serv., Inc. v. Postal Regulatory Comm’n, 890 F.3d 1053 (D.C. Cir. 2018), cert. 

pending, No. 18-653 (filed Dec. 26, 2018); Docket No. RM2016-3, Periodic Reporting (Proposal Twelve), Order 

No. 2915 (Dec. 22, 2015); Docket No. RM2016-12, Periodic Reporting (Proposal Four), Order No. 3973 (June 22, 

2017); Docket No. RM2016-13, Changes Concerning Attributable Costing, Order No. 3641 (Dec. 1, 2016); Docket 

No. RM2017-8, Periodic Reporting (Proposal Four), Order No. 4259 (Dec. 1, 2017); Docket No. RM2017-9, 

Periodic Reporting (Proposal Five), Order No. 4399 (Feb. 6, 2018); Docket No. RM2017-10, Periodic Reporting 

(Proposal Six), Order No. 4228 (Nov. 20, 2017); Docket No. RM2018-2, Periodic Reporting Rules, Comments of 

United Parcel Service, Inc. (Mar. 7, 2018); Docket No. RM2017-1, Institutional Cost Contribution Requirement for 
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It is also clear that UPS and its allies are using comments in this proceeding to reargue 

matters that have already been decided against them elsewhere.6  Arguing that the Postal Service 

does not assign sufficient costs associated with various assets to competitive products, UPS asserts 

that “this accounting is to a large degree a consequence of the Postal Service’s narrow view of cost 

causation,”7 repeating the very same arguments it lost before the Commission as to attributable costs, 

and again in the court of appeals.8  Comments by UPS and its allies in support of fully-allocated 

costing and in support of linking competitive products’ appropriate share of institutional costs to 

attributable cost shares or revenue shares have likewise been repeatedly rejected: 

In Order No. 4402, the Commission considered and rejected proposals by UPS that 

the appropriate share be based on either competitive products’ attributable cost shares 

(i.e., the proportion of competitive products’ attributable costs relative to the Postal 

Service’s total attributable costs), or competitive products’ revenue shares (i.e., the 

proportion of competitive products’ revenue relative to the Postal Service’s total 

revenue). The Commission found that relying on attributable cost shares alone would 

fail to take into account the prevailing competitive conditions in the market and other 

relevant circumstances as required by section 3633(b). Order No. 4402 at 81. The 

Commission also found that such an approach would be tantamount to fully-allocated 

costing, which has long been rejected by the Commission, economists, and the courts. 

Id. 

Order No. 4963, at 32. 

 

  

                                                                                                                                                                                           
Competitive Products, Order No. 4402 (Feb. 8, 2018), Order No. 4742 (Aug. 7, 2018), and Order No. 4963 (Jan. 3, 

2019), petition for review pending, No.19-1026 (D.C. Cir., filed Feb. 6, 2019).  
6
 See Comments of Taxpayers Protection Alliance (Jan. 31, 2019); Comments of Small Business & Entrepreneurship 

Council (Jan. 31, 2019); Comments of American Consumer Institute Center for Citizen Research (Jan. 31, 2019). 
7
  Id. at 16-17. 

8
  See United Parcel Serv., Inc. v. Postal Regulatory Comm’n, 890 F.3d 1053 (D.C. Cir. 2018), aff’g Docket No. 

RM2016-2, Order Concerning United Parcel Service, Inc.’s Proposed Changes to Postal Service Costing 

Methodologies (UPS Proposals One, Two, and Three), Order No. 3506 (Sept. 9, 2016, updated Oct. 19, 2016), cert. 

pending, No. 18-653 (filed Dec. 26, 2018). 
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II. UPS’s Repeated Invocation of “Troubling Costing Issues” has Become Stale  

 

UPS raises six specific costing issues that it claims the Postal Service and the Commission 

are not properly addressing: “peak season operations” (annexes and Sunday delivery), “vehicle 

costing,” “special purpose routes and second runs,” “equipment depreciation costs,” “new 

enhancements and offerings,” and the “competitive products fund.”9  These seem familiar because 

they are virtually identical to the issues that UPS raised in its comments in the 2017 ACR (in many 

cases word for word).    

 Again, UPS does not assert a specific error in the current cost models or contend that 

addressing any of these issues would have any material effect on the actual contribution from 

competitive products, which was $7.6 billion in Fiscal Year 2018 (or 25 percent of total institutional 

costs, which is more than four times the required minimum contribution), having grown by about 

$800 million from FY 2017.10  Without any showing that the alleged costing issues are large enough 

to be material in this regard, there is no basis for the Commission to inquire further into UPS’s 

protestations in this docket. 

 Nor is there any reason to believe that the attribution errors that UPS alleges are valid.  There 

is no need to join each issue in detail, but several points are illustrative.  Referencing Sunday and 

Holiday delivery and mail processing annexes among other issues, UPS asserts that “[t]he Postal 

Service largely ignores the extent to which its costs increase during its peak season in December.”11  

This is incorrect.  Under Commission-approved methods, Sunday and Holiday delivery costs are, in 

fact, distributed entirely to parcel products using Intelligent Mail Parcel Barcode data.12  

Furthermore, although there is no separate costing system unique to mail processing annexes, the In-

Office Costing System (IOCS) captures the mail processing work actually occurring at USPS 

                                                           
9
  UPS comments at 5-18. 

10
  USPS-FY18-1, Public_FY18CRAReportRevFeb11.xlsx, “Cost3”; Docket No. ACR2017, PRC-LR-ACR2017-1, 

17 Summary_LR1.xlsx, “Appendix A (Incremental Costs)”. 
11

 UPS Comments at 5. 
12

 See Docket No. RM2018-5, Order No. 4972 (Jan. 8, 2019), at 30. 
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facilities nationwide.  Therefore, the proportion of mail processing costs spent handling parcels 

processing workload in the annexes is included in IOCS, not ignored.13 

UPS is likewise incorrect when it argues that the need for a new vehicle fleet is 

driven by the Postal Service’s package delivery business.14  The USPS Office of Inspector 

General has explained that the primary driver of vehicle purchases is replacing the Postal 

Service’s aging delivery fleet: 

The Postal Service operates one of the largest vehicle fleets in the U.S. As of May 

2013, the Postal Service owned almost 212,000 vehicles, using over 190,000 of them 

to collect and deliver mail.  Long-life vehicles (LLV), which comprise 75 percent of 

the Postal Service's delivery fleet, have an expected service life of 24 years.  The 

current fleet consists of LLVs that are now between 20 and 27 years old.  As the 

Postal Service's fleet ages, projected maintenance costs will continue to increase.  

The Postal Service will increasingly retire older models by necessity due to the high 

cost of repairing them or the unavailability of replacement parts.15 

       

In any event, this is the wrong proceeding for UPS to press these issues.  As the Commission 

explained in its Annual Compliance Determination for FY2011: 

CRA level costs are reasonably accurate for evaluating product costs and related 

prices. [Citation omitted.] Persuasive evidence is required to discard and replace a 

litigated costing framework that has been developed and refined over 40 years. 

Parties alleging that the CRA costing methodology is not reliable must demonstrate 

flaws underlying the costing methodology or cost collection in order to merit 

consideration. The anecdotal evidence of possible costing anomalies appearing in the 

results of the CRA cost models for specific types of costs, as presented in this docket, 

is not sufficient.16 

 

                                                           
13

 In support of its argument, UPS incorrectly cites USPS as stating “only one-third of the costs associated with 

these peak annexes are attributed to competitive products.”  UPS comments at 6.  What USPS actually said was 

quite different: “[a]pproximately one-third of mail processing attributable costs are assigned to competitive 

products, and the remaining two-thirds are assigned to market dominant products.”  USPS Response to CHIR No. 5, 

Question 4(f).  
14

 See UPS Comments at 8-9. 
15

 See https://www.uspsoig.gov/sites/default/files/document-library-files/2015/dr-ma-14-005.pdf, at 1.  ASI is also 

highly skeptical of UPS’s unsupported claim that “vehicle costs are driven by cubic footage.”  Other standard cost 

components including the engine, the drivetrain, and the driver compartment are likely to be far more significant 

cost drivers than an increase in cubic footage.   
16

 Docket No. ACR2011, ACD at 119; accord Docket No. ACR2014, ACD at 48 (same); see also Docket No. 

ACR2015, ACD at 93 (noting that ACR review is limited by 39 U.S.C. § 3653(b) to determining the Postal 

Service’s compliance with rates and services in FY 2015, and that issues relating to the costing methodology and 

cost attribution for competitive products are more appropriately addressed, and being addressed, in separate 

proceedings).   
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III. Conclusion 

The Commission should find that the FY2018 ACR data confirm that revenue from 

competitive products, on an aggregate and individual basis, exceeded incremental costs as required 

by the Commission under 39 U.S.C. §§ 3633(a)(1) and 3633(a)(2).  The Commission should also 

find that the FY2018 ACR data confirm that collectively all competitive products contributed far in 

excess of 5.5 percent of the Postal Service’s total institutional costs, the minimum required by the 

Commission under 39 U.S.C. § 3633(a)(3).  In summary, the Commission should again find that 

competitive products are in compliance with all applicable statutory and regulatory pricing standards. 

 

Respectfully submitted, 
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