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 The Postal Service explains that because it expects to complete the transfer of 
Inbound Letter Post E-format items to the competitive product list on July 1, 2020, it 
“adjusted its First-Class Mail price cap calculations to apply the prices to only six 
months of [Inbound Letter Post] E-format volume data.” Notice at 9 n.15. 
  

1. The Commission’s regulations for calculating percentage change in rates for 
market dominant products are found in 39 C.F.R. part 3010. Please identify the 
regulations on which the Postal Service based the adjustment it applies to 
Inbound Letter Post E-format mailpieces.  

 

RESPONSE: 

The Postal Service’s adjustment to Inbound Letter Post E-format mailpieces 

applies Commission Rules 3010.23(d)(2) and (d)(4).  Rule 3010.23(d)(2) permits the 

Postal Service to “make reasonable adjustments to the billing determinants to account 

for the effects of classification changes such as the introduction, deletion, or redefinition 

of rate cells.”1  The circumstances present in this case weigh in favor of the 

adjustment’s reasonableness under Rule 3010.23(d)(2).  The Governors have 

established July 1, 2020 as the effective date of the E-format rates, which will also be 

the date of transfer to the competitive product list.2   

Consistent with Order Nos. 4980 and 5152, the Postal Service’s adjustment 

reflects that E-format items will transfer from the market-dominant product list to the 

competitive product list on July 1, 2020, thereby no longer being within the market-

                                            

1 While the Postal Service does not submit Inbound Letter Post “billing determinants” to the Commission, 
these rules nevertheless apply because the Commission, over the Postal Service’s objections, subjects 
terminal dues volume to the price cap.   
2 See response to Question 5, infra. 
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dominant Inbound Letter Post product and First-Class Mail class after June 30, 2020.3  

To account for this classification change, the historical hybrid year volume that 

represents the future volume that will not exist in First-Class Mail starting on July 1, 

2020 received no weight in the percentage change in rates calculation; specifically, that 

volume was reduced by half in both the denominator (volume at current rates) and 

numerator (volume at planned rates).4   

Clearly, if Universal Postal Convention provisions adopted by the UPU Third 

Extraordinary Congress had set January 1, 2020 as the permissible start date to 

implement self-declared E-format rates, it would have been reasonable to remove all E-

format historical volume from the percentage change in rates calculation for First-Class 

Mail.  As the Commission itself has acknowledged, it is reasonable to remove from the 

weight of the price cap historical volume that will not exist in a market-dominant class of 

mail during the implementation year.5  For instance, in Docket No. R2018-1, the Postal 

Service removed from the percentage change in rates calculation the historical volume 

                                            

3  The Postal Service notes that the Commission’s latest version of the MCS removes E-format items from 
Inbound Letter Post, as if the transfer already took effect.  See July 31, 2019 MCS, at 
https://www.prc.gov/mail-classification-schedule. 
4 The factor used in the Inbound Letter Post Price Cap Calculation Workbook (26/52) is equivalent to 
dividing the volume by 2.  
5 See, e.g., PRC-R2012-3-LR-1, Excel File “prc capcalc-std-r2012-3.xlsx,” tab “L-F-P Com. Cap Weights” 
(noting that the hybrid year billing determinants were adjusted to reflect the transfer of certain Standard 
Mail parcels to competitive); Response of the United States Postal Service to Chairman’s Information 
Request No. 1, Docket No. R2012-3 (Nov. 3, 2011), at Response to Question 2(c) (describing the 
adjustment made to account for the transfer of Standard Mail parcels as the removal of volume). 
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associated with the Retail Single-Piece category of First-Class Mail Parcels, which had 

transferred to the competitive product list just before the filing.6   

Furthermore, in that same docket, to reflect an International Mail Manual change 

prohibiting goods from being included within First-Class Mail International (FCMI) 

pieces, the Postal Service lowered the historical volume associated with each FCMI rate 

cell.7  While the Commission did not address the merits of the First-Class Mail Parcels 

adjustment in Order No. 4215, it made its conclusion regarding the FCMI adjustment 

clear, upholding it as a reasonable adjustment under Rule 3010.23(d)(2).8 

In addition to applying Rule 3010.23(d)(2), the adjustment to E-format items fits 

within Rule 3010.23(d)(4).  For classification changes that cause the deletion of rate 

cells, Rule 3010.23(d)(4) directs the Postal Service to adjust those volumes to zero 

when alternate rate cells are not available.  While not addressed directly in the rule 

itself, the Commission has, both explicitly and implicitly, clarified that competitive 

                                            

6 See PRC-LR-R2018-1-1, Excel fil “PRC-CAPCALC-FCM-R2018-1.xlsx” (omitting hybrid year First-Class 
Mail parcels volume); United States Postal Service Notice of Market Dominant Price Adjustment, Docket 
No. R2018-1 (Oct. 6, 2017), at 10 (Docket No. R2018-1 Notice) (describing adjustment).  
7 See Docket No. R2018-1 Notice at 10–11; Preface to USPS-LR-R2018-1/NP1 (Oct. 9, 2019). If the 
First-Class Mail International rate cells at issue in that case had been made unavailable to all mailers, it 
seems likely that the Commission would have upheld the adjustment under Rule 3010.23(d)(4).  
8 Order No. 4215, Docket No. R2018-1 (Nov. 9, 2017), at 26–27.  While the Commission agreed with the 
Postal Service’s adjustment to FCMI, it disagreed with the Postal Service’s justification for the adjustment 
under Rule 3010.23(d)(4), because the classification change caused some (but not all) volume to leave 
the impacted rate cells.  Id.  It seems likely that the Commission would have endorsed the Postal 
Service’s reasoning under Rule 3010.23(d)(4) if the FCMI rate cells were removed entirely from the 
market-dominant product list.  
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products do not constitute alternate rate cells.9  This result is also compelled by the 

court of appeals’ Return Receipt for Merchandise decision.10   

In the instant docket, the transfer of E-format items will change the classification 

of those pieces from market dominant to competitive.  Accordingly, the Postal Service’s 

adjustment, zeroing out the hybrid year volume between July and December, is 

reasonable under Rule 3010.23(d)(4). 

 

 
  

                                            

9 See Order No. 3670, Order on Price Adjustments for Special Services Products and Related Mail 
Classification Changes, Docket No. R2017-1 (Dec. 15, 2016), at 13 (concluding that “the remaining 
products eligible for Merchandise Return Service are competitive, and therefore, cannot assist the Postal 
Service in adjusting its market dominant billing determinants. When a rate cell is deleted and an 
alternative rate cell is not available, the Postal Service is required to adjust the volume weight associated 
with the deleted cells to zero, pursuant to 39 § C.F.R. 3010.23(d)(4).”  See also Brief for the Postal 
Regulatory Commission at 23, United States Postal Service v. Postal Regulatory Commission, No. 16-
1412 (D.C. Cir. May 5, 2017) (citing Order No. 3670 for the proposition that “competitive products are not 
relevant to the price-cap calculation”).  The Postal Service notes, as it did in Docket No. R2018-1, that 
these pronouncements broke from previous Commission statements.  See, e.g., Order No. 2322, Order 
Conditionally Approving Removal of Return Receipt for Merchandise Service from Mail Classification 
Schedule, Docket No. MC2015-8 (Jan. 15, 2015), at 10 (stating that “if the deletion of a rate cell does 
have an alternative (even if that alternative exists on the competitive product list), rule 3010.23(d)(2) 
applies [i.e., instead of rule 3010.23(d)(4)]”).  In addition, the Commission implicitly signaled that 
competitive rate cells do not constitute alternate rate cells under Rule 3010.23(d)(4) with its approval of 
the adjustment to Single-Piece Retail First-Class Mail Parcels volume in Docket No. R2018-1.  There, the 
historical hybrid year volume received no weight in the percentage change in rates calculation for First-
Class Mail.   
10 USPS v. PRC, 886 F.3d 1261 (D.C. Cir. 2018).   
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2. Please provide all examples of similar adjustments in past market dominant price 
adjustment dockets. 
 
 

RESPONSE: 

Besides the precedents discussed in the response to question 1, the Postal 

Service relies on the percentage change in rates calculation for the Intelligent Mail 

barcode (IMb) discount in Docket No. R2009-2.  In that docket, the Postal Service 

planned to introduce a discount for Standard Mail pieces containing an IMb, effective 29 

weeks after the implementation date for all other prices.  In the percentage change in 

rates calculation for Standard Mail, the Postal Service used a “Full-Service Program 

Implementation Fraction,” reflecting the fraction of annual volume that would be eligible 

for the new discount.  That factor was calculated as the fraction of the year after 

implementation that the incentive program would be in effect: 23 weeks out of 52 

weeks, or approximately 44.2 percent.11   

In its workpapers, the Commission adopted this implementation fraction.12  

Likewise, the Commission noted in its final order that the Postal Service’s adjustment 

                                            

11 Preface to USPS-LR-R2009-2/1 (First-Class Mail Cap Compliance), at 2 (Feb. 10, 2009); Preface to 
USPS-LR-R2009-2/2 (Periodicals Cap Compliance), at 3 (Feb. 10, 2009); Preface to USPS-LR-R2009-
2/3 (Standard Mail Cap Compliance), at 5 (Feb. 10, 2009). 
12 PRC-LR-R2009-2-LR1, “Compliance Calculations for First-Class Mail”, file “FCM cap calculations 
2009.xlsx”, tab “IMb and RPW Reconciliation”, calculating “Percent of Year in Effect” as 23/52 (March 16, 
2009); PRC-LR-R2009-2-LR2, “Compliance Calculations for Periodicals”, file “prc-calc-per-fy2009.xlsx”, 
tab “IM FS Incentive”, calculating “Full-Service Program Implementation Fraction” using 23/52 (March 16, 
2009); PRC-LR-R2009-2-LR3, “Compliance Calculations for Standard Mail”, file “prc-calc-std-
fy2009.xlsx”, tab “LFP IM Adjustment”, row 142, and tab “HD-Sat-CR IM Adjustment”, row 84, calculating 
“Full-Service IM Program Implementation Fraction” as 23/52 (March 16, 2009). 
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constituted a reasonable adjustment under the price cap rules.13  Similarly, in this 

docket, the E-Format rates that go into effect on January 1, 2020 will apply for 26 

weeks, until July 1, 2020, for a factor of 26/52 or 1/2.14  

 

                                            

13 See Order No. 191, Order Reviewing Postal Service Market Dominant Price Adjustments, Docket No. 
R2009-2 (Mar. 16, 2009), at 27–28 (summarizing the Postal Service’s reasoning for the adjustment and 
concluding that it was justified).  
14 See Preface to USPS-LR-R2018-1/NP1, at 4 (describing adjustment). 
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3. In Docket No. CP2015-155, the Postal Service proposed a range of prices for 
Inbound Letter Post small packets and bulky letters.15 Please discuss how the 
range of prices proposed in that docket compares to the terminal dues approved 
at the Third Extraordinary Universal Postal Union (UPU) Congress in September 
2019. Specifically, please compare the undifferentiated per kilogram terminal 
dues rates and the thresholds below which they apply to E format items from 
groups I-IV countries. 

 
 
RESPONSE: 
 

The changes adopted by the Universal Postal Union (UPU) at the Third 

Extraordinary Congress for the delivery in 2020 of inbound small packets and bulky 

letters (E-format letter post items) will permit the Postal Service to establish its self-

declared rates within the range established by the Governors in Decision No. 19-2 and 

vetted with the Commission in Docket No. CP2019-155.  As the Postal Service 

explained in its initial Notice filed in Docket No. CP2019-155 on May 20, 2019 (at page 

5): 

The Postal Service anticipates that it will be able to institute its rates for E-
format items whether the U.S. is in or out of the UPU. However, because 
the Postal Service does not yet know which scenario will prevail in the 
UPU negotiations, and to preserve its flexibility, it has established a range 
of acceptable rates within which rates can eventually be selected as 
circumstances evolve. 
 
The main differences between the Postal Service’s projections in Docket No. 

CP2019-155 and the terminal dues approved at the UPU Third Extraordinary Congress 

                                            

15 Docket No. CP2019-155, Notice of the United States Postal Service of Rates Not of General 
Applicability for Inbound E-Format Letter Post, and Application for Non-Public Treatment, May 20, 2019, 
at 1. 
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concern exception countries that are below specified thresholds for annual tonnage 

dispatched from individual countries in UPU Groups II, III, & IV.  For these exception 

countries, the rates will be as provided by the Convention and will differ from the range 

of self-declared rates filed in Docket No. CP2019-155.  With respect to Group IV, the 

Postal Service anticipated such exceptional treatment before the UPU Congress 

convened, as exceptional treatment was incorporated into the Congress proposals in 

advance (see, e.g., Notice of Posting of Proposals, Docket No. IM2019-1, June 27, 

2019 (Proposal 20.28.92)).  The Postal Service’s Governors’ Decision No. 19-2, filed as 

Attachment 2 to the Notice that the Postal Service filed in Docket No. CP2019-155 on 

May 20, 2019, stated (at Att. 2, page 2) that the prices for E-format items “shall be 

within the maximum and minimum range of rates” set by that decision, “other than” for 

items dispatched from UPU Group IV countries below the Convention’s tonnage 

thresholds.  The Postal Service’s Notice (supported by its financial model) further 

explained (at page 11) that the volume from such below-threshold countries is 

extremely low and its impact on cost coverage of the product is minimal.   

As anticipated, the UPU Third Extraordinary Congress set specified terminal 

dues rates for items dispatched from such low-volume Group IV countries as exceptions 

to self-declared rates, but the rates that it set for flows from these countries were higher 

than anticipated.  In addition, the UPU Congress specified terminal dues rates for items 

dispatched from low-volume Group II & III countries as exceptions to self-declared 

rates, albeit at much lower thresholds than for Group IV countries.  Accordingly, when 
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the Postal Service files its specific self-declared prices for inbound E-format items, its 

financial model will incorporate and show the respective UPU terminal dues rates set by 

the UPU Congress in the Convention for the items dispatched by the Groups II, III, & IV 

countries below the applicable thresholds.  As the financials will reflect, the volumes 

covered by these three flows are still extremely low and the impact on cost coverage of 

the product is still minimal.   

Additionally, as the United States is remaining in the UPU, the use of 

undifferentiated rates for low volume flows will continue as provided in the Convention 

and its Regulations, and the self-declared E-format item rates will be integrated with the 

applicable rates for formats P and G to formulate blended rates for low volume flows.  

These blended rates will apply to Group I countries with flows below 50 tonnes, and to 

Groups II and III countries for flows below the 50 tonne threshold but above 25 tonnes.  

For Group II and III flows at or below 25 tonnes, the applicable rate element for E-format 

items used in the undifferentiated rate will be specified by the Convention, in lieu of 

being determined by self-declared rates.  As these volumes are a small fraction of 

overall letter post flows, the use of undifferentiated rates is expected to have minimal 

impact on the overall financial performance of E-format items.  
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4. If any of the terminal dues approved at the Third Extraordinary UPU Congress 
fall outside the proposed price range in Docket No. CP2019-155, please confirm 
that the Postal Service will file these prices and supporting financial workpapers 
with the Commission to show consistency with 39 U.S.C. § 3633(a), in 
accordance with 39 C.F.R. part 3015.  

 
 
RESPONSE: 

 

Confirmed.  When the Postal Service files the specific self-declared prices for the 

delivery of inbound E-format items within the range of rates previously reviewed, the 

supporting financial workpapers will incorporate and apply the requirements of the 

Universal Postal Convention, including with respect to items dispatched below 

applicable tonnage thresholds.  As the financials will confirm, the volumes of items 

dispatched below applicable tonnage thresholds are extremely low, the impact on cost 

coverage of the product is minimal, and the product is consistent with 39 U.S.C. § 

3633(a). 
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5. Please confirm that, to date, the Postal Service has not met all of the conditions 
for the transfer of Inbound Letter Post small packets and bulky letters (i.e., E-
format mailpieces) from the market dominant to competitive product lists. 

 
 
RESPONSE: 
 

Confirmed.  The Commission conditionally approved the transfer of the inbound 

E-format letter post product from the market dominant product list to the competitive 

product list, pending the favorable review and implementation of new prices.  Order 

Conditionally Approving Transfer, Docket No. MC2019-17, Order No. 4980, January 9, 

2019, at 23.  Based on the changes to the Universal Postal Convention adopted by the 

UPU Third Extraordinary Congress, the Postal Service will be permitted to implement 

self-declared rates for inbound E-format items beginning on July 1, 2020.  Following the 

Postal Service’s price change filing on October 9, in Governors’ Decision No. 19-5 

issued on October 14, 2019, the Governors have formally established July 1, 2020 as 

the effective date for these new prices, consistent with the Administration’s policies and 

by operation of the new Convention provisions.  The Postal Service will also file notice 

with the Commission in Docket No. CP2019-155 to confirm that July 1, 2020, has been 

established as the effective date when it files the specific prices.  Accordingly, the 

specific prices with implementation on July 1, 2020, will satisfy the final condition for the 

transfer of the product to the competitive products list.   

Further, the Governors authorized the filing of the specific prices with the 

Commission, and the Postal Service expects to file its specific prices for Commission 
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review in Docket No. CP2019-155 in the coming days, together with supporting financial 

workpapers.  The supporting financial workpapers will incorporate and apply the 

requirements of the Universal Postal Convention, including with respect to items 

dispatched below specified tonnage thresholds as explained above in the Responses to 

Question Nos. 3 & 4, and will demonstrate that the product is consistent with 39 U.S.C. 

§ 3633(a). 


