
Before The 
POSTAL REGULATORY COMMISSION 

WASHINGTON, D.C. 20268-0001 

ANNUAL COMPLIANCE REVIEW, 2020     Docket No. ACR2020 

NOTICE OF THE UNITED STATES POSTAL SERVICE  
OF REVISIONS TO CERTAIN PAGES OF THE FY 2020 ANNUAL 

COMPLIANCE REPORT -- ERRATA 
(February 22, 2021) 

The United States Postal Service hereby provides notice of revisions to six 

pages of the FY 2020 Annual Compliance Report, originally filed on December 

29, 2020.   The revised pages (6, 7, 65, 67, 70, and 71) are attached. The 

primary purpose of this filing is to allow the necessary flow through of separately-

filed revisions today in the FY 2020 ICRA (USPS-FY20-NP2) to be reflected in 

the ACR text. 

The ICRA changes primarily affect categories of International mail for 

which data are reported under seal (and thus do not appear in the text of the 

ACR itself), but also cause what are relatively minor changes in the public data 

relating to one Market Dominant product (Outbound Single-Piece First-Class Mail 

International), and somewhat larger changes to another Market Dominant 

product (Inbound Letter Post).  Noticeable, but not particularly meaningful, 

changes also occur to data for broader aggregate categories that appear in 

various places in the ACR text.  In the revised Public CRA, there are revenue 

shifts of approximately $88 million from total Market Dominant to total 

Competitive products, but under $1 million of costs shifts from Competitive to 
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Market Dominant.  These changes in the revised Public CRA affect information 

displayed in the ACR text.  

Thus, Table 18 on page 65 of the ACR needs to be revised to reflect 

minor changes in reported Total International Competitive and Total Competitive 

incremental costs. The rows in that table that have been revised are highlighted 

in gray in the attached pages.  These changes in costs (and the somewhat larger 

accompanying changes in revenue) are big enough to affect the rounded values 

ultimately used for purposes of the cross-subsidy analysis on page 65 and the 

appropriate share analysis on pages 70-71, but not to any meaningful magnitude.  

In Table 1 on page 6, the product-level changes are large enough to alter 

the reported cost coverages for Outbound Single-Piece First-Class Mail 

International, Inbound Letter Post, and total First-Class Mail.  Once again, 

however, these changes are not particularly meaningful, although the effect on 

Inbound Letter Post is noticeably larger.  Because of the vagaries of rounding, 

however, the cumulative effect of these minor changes causes a minimal 

reduction in the total contribution for First-Class Mail reported on page 7. Those 

changes are also highlighted in gray. 

Another consequence of the revisions was to improve the cost coverage 

of one competitive product (Inbound Letter Post Small Packets/Bulky Letters) 

sufficiently to reveal that the product actually was compensatory in FY 2020. 

Page 67 is therefore revised to reverse the previous language indicating that the 

cost coverage for that product was below 100 percent. The text that has been 

altered for that purpose has been highlighted in gray. 
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Finally, page 70 has been modified to reflect the circumstances regarding 

the GEPS category that were the subject of the Postal Service’s previous 

response (filed February 17, 2021) to ChIR No. 14, Question 2.  The ICRA 

revisions caused a small improvement in the cost coverage for the overall GEPS 

category, but it remains under 100 percent for the reasons discussed in that 

response.  Those revisions also shifted results for a few of the individual 

contracts discussed in subpart b. of that response.  The net result of these shifts 

caused the number of noncompensatory contracts to increase from 10 to 11.1  As 

noted again in the revised text, all of these contracts have expired. 

As indicated, attached to this Notice are copies of the above-identified six 

revised pages of the FY 2020 Annual Compliance Report. 

Respectfully submitted, 

UNITED STATES POSTAL SERVICE 

By its attorneys: 

     Nabeel R. Cheema. 
     Chief Counsel, Pricing & Product Support 

______________________________ 
Eric P. Koetting  

475 L'Enfant Plaza West, S.W. 
Washington, D.C. 20260-1137 
(202) 277-6333 
February 22, 2021  

1   Specifically, one contract (CP2017-247) previously reported at under 100 
percent moved above that level, while two contracts (CP2017-238 and CP2019-
50) previously reported with positive contribution fell below that level.
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II. MARKET DOMINANT PRODUCTS

Below, the Postal Service discusses, for each Market Dominant mail class, 

FY 2020 costs, revenues, and volumes by product, as well as intra-product workshare 

discounts and passthroughs. Comprehensive cost, revenue, and volume data are 

contained in the CRA at USPS-FY20-1 and in the ICRA at USPS-FY20-NP2. Full data 

regarding workshare discounts and passthroughs are contained in USPS-FY20-3. 

The number of workshare discount passthroughs that were above 100 percent of 

avoided costs in FY 2020 decreased to 9, as compared to 12 in FY 2019 and 23 in 

FY 2018, out of a total of 108 passthroughs. Four of the 9 will fall below 100 percent 

when Docket No. R2021-1 prices take effect. There were no passthroughs exceeding 

100 percent in Package Services and only one in First-Class Mail. 

First-Class Mail 

1. Cost, Revenues, and Volumes

Costs, revenues, and volumes for First-Class Mail products appear in Table 1. 

Table 1: First-Class Mail Volume, Revenue, and Cost by Product 

Product 
Volume 

(millions) 

Revenue 

 ($ millions) 

Attributable 

Cost 

($ millions)[1] 

Contribution 

($ millions) 

Revenue 

/ Piece 

($) 

Cost / 

Piece 

($) 

Unit 

Contribution 

($) 

Cost 

Coverage 

(%) 

Single-Piece 

Letters/Cards 
15,182.1 8,135.0 5,022.1 3,112.9 0.54 0.33 0.21 161.98 

Presorted Letters/Cards 36,246.5 13,999.1 4,996.1 9,003.1 0.39 0.14 0.25 280.20 

Flats 1,204.7 1,544.7 1,544.6 0.1 1.28 1.28 0.00 100.01 

First-Class Mail Fees  105.2 

Total First-Class 

Domestic Mail (incl. fees) 
52,633.2 23,784.0 11,823.2 11,960.8 0.45 0.22 0.23 201.16 

Outbound Single-Piece 

First-Class Mail Int'l 
96.8 144.5 112.7 31.8 1.49 1.16 0.33 128.22 

Inbound Letter Post 218.9 222.5 267.1 (44.7) 1.02 1.22 (0.20) 83.28 

Total First-Class Mail 52,948.9 24,151.0 12,203.0 11,947.9 0.46 0.23 0.23 197.91 

[1] The total attributable cost for the class includes inframarginal cost, so the sum of the individual 
products’ attributable costs will not equal the total attributable cost of the class. 
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Apart from Inbound Letter Post, all First-Class Mail products covered their 

attributable costs in FY 2020, with most of them contributing significantly to institutional 

costs. In FY 2020, First-Class Mail cost coverage was 198 percent, and its total 

contribution was $11.9 billion. 

First-Class Mail volume declined by 4.8 percent in FY 2020, which follows a 

volume decline in FY 2019 of 3.2 percent. Presort Cards volume increased 

approximately 8.1 percent, while the volume for other products and sub-products 

declined. Among the domestic rate categories, Metered Mail had the most significant 

decline of approximately 12 percent, which is likely attributable to the economic impact 

resulting from the pandemic, particularly its effect on small businesses. First-Class Mail 

5-Digit Automation Letters, which comprised approximately 47 percent of First-Class 

Mail domestic volume, showed positive growth in FY 2020, as it did in FY 2019. 

Because Automation Letters overall have declined in both years, the growth in the 5-

Digit category reflected volumes shifting from less presorted rates such as Mixed AADC 

and AADC to 5-Digit. See Table 2. 

Table 2: Changes in Automation and 5-Digit Automation Letters 

FY 2018 FY 2019 FY 2020 

Automation Letters 35,185,624 34,629,799 33,605,678 

5-Digit Auto Letters 24,146,795 24,430,792 24,504,109 

% of Auto 5-D Auto Letters 68.6 70.5 72.9 

Inbound Letter Post did not cover its attributable costs in FY 2020. As has been 

noted in past ACRs, financial performance for Inbound Letter Post stems from its unique 

pricing regime. For all of FY 2020, the Postal Service did not determine the prices for 

Inbound Letter Post (MCS section 1130). Rather, the applicable prices were set 
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Under this test, if the aggregate revenues from competitive products equal or exceed 

the aggregate incremental costs of competitive products, then competitive products 

overall have not been cross-subsidized by Market Dominant products. As it has done for 

the last several years, the Postal Service this year is again relying on a single direct 

estimate of the group incremental costs of all competitive products, domestic and 

international, using the procedure approved in Docket No. RM2018-6 in Order No. 4719 

(July 19, 2018). 

The group incremental cost estimate for domestic competitive products, the 

group incremental cost estimate for international competitive products, and the group 

incremental cost estimate for the group of all competitive products—fully documented in 

USPS-FY20-NP10—are presented below. Note that the estimate for all competitive 

products is calculated separately from those for domestic and international and thus is 

not merely the sum of those two estimates. 

Table 18:  FY 2020 Incremental Cost Calculation For Total Competitive 
Products (in $000)[1] 

Volume Variable & 
Product Specific Cost 

Group 
Specific 

Group 
Inframarginal 

Group Incremental 

Total Domestic Competitive 
Incremental 

17,256,756 60,371  624,767  17,941,894 

Total International Competitive 
Incremental 

 1,450,597  326  1,450,923 

Total Competitive  18,707,353  60,371 658,233  19,425,956 

[1] The Group Inframarginal for Total Competitive are estimated separately, and they (and thus the Total 
 Competitive Group Incremental) are not the sum of the previous two rows. 

The total competitive group incremental cost of $19.426 billion is well below total 

competitive products revenue of $30.611 billion (shown on page 3 of USPS-FY20-1). 

Therefore, based on these estimates, it is clear that competitive products in FY 2020 
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contract, however, all five contracts had total revenues in excess of total costs at the 

NSA Docket level.35 

b. International Competitive Products

The Postal Service offers the following observations on international competitive 

products for which revenues did not (or almost did not) exceed attributable costs. 

First, Inbound Letter Post Small Packets and Bulky Letters (MCS section 2340) 

barely covered its costs. As of January 1, 2020, Inbound E-format Letter Post, which 

consists of small packets and bulky letters, was transferred to the Inbound Letter Post 

Small Packets and Bulky Letters product (MCS section 2340) on the competitive 

product list.36 The Postal Service introduced much higher self-declared rates for the 

majority of Inbound Letter Post Small Packets and Bulky Letters effective July 1, 2020, 

which were in effect for the last quarter of FY 2020.37 Thus, despite the COVID-19 

pandemic and air transportation capacity issues, the volume of E format items during 

the last quarter was sufficient to repair the effects of the prior two quarters, for which the 

default Convention rates applied. Specifically, for the period from January 1, 2020, to 

July 1, 2020, the applicable prices were set according to a Universal Postal Union 

(UPU) terminal dues formula established in the Universal Postal Convention. However, 

35 As listed in the preface to USPS-FY20-NP27, the five contracts involved are Docket Nos. CP2019-165, 
CP2019-154, CP2018-157, CP2018-261, and CP2019-107. 
36 See Order No. 4980, Order Conditionally Approving Transfer, Docket No. MC2019-17, January 9,

2019. See also Order No. 5152, Order Approving Range of Rates for Inbound Letter Post Small Packets 
and Bulky Letters and Associated International Registered Mail Service, Docket No. CP2019-155, July 
12, 2019 and Order No. 5372, Order Granting Postal Service’s Motion and Approving Prices for Inbound 
Letter Post Small Packets and Bulky Letters, Docket Nos. MC2019-17 and CP2019-155 (Dec. 19. 2019). 

37 As a result of the Universal Postal Union’s Extraordinary Congress held in September 2019, rates for 
small packets and bulky letters increased on January 1, 2020, for Convention-prescribed E-format rates. 
The Commission favorably reviewed those proposed prices, as well as the prices proposed for July 1, 
2020, for Inbound Letter Post Small Packets and Bulky Letters. Rates increased on July 1, 2020, as the 
United States was able to self-declare rates for inbound E-format items destined for the United States 
subject to certain business rules. See Order No. 5372.  
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ACR2019 docket,44 the Postal Service has obtained a delegation of authority under the 

Circular 175 process from the Department of State to terminate agreements that 

comprise the IMTS-Inbound product. The Postal Service has been making progress 

concerning initial communications about the termination of the agreements that 

comprise the IMTS-Inbound product. So far, management has sent notices of 

termination to 11 foreign postal operators. 

Fourth, all competitive international NSA categories covered their attributable 

costs in FY 2020 except the GEPS category (because of two GEPS 11 contracts).  The 

data submitted with this report indicate that 11 contracts did not cover their attributable 

costs.  All 11 of those contracts (including the two GEPS 11 contracts) have expired. 

3. Section 3633(a)(3)

Section 3633(a)(3) states that competitive products must collectively cover what 

the Commission determines to be an appropriate share of the Postal Service’s 

institutional costs. In Docket No. RM2017-3, the Commission established a new 

formula-based methodology to determine the appropriate share each year.45 Under that 

approach, the appropriate share percentage applicable to FY 2020 is 8.8 percent. FY 

2019 ACD (March 25, 2020) at 87. USPS-FY20-1, p. 3, shows total institutional costs of 

$35.986 billion.46 Applying the 8.8 percent to that figure yields a target contribution of 

44 See Third Response of the United States Postal Service to Commission Requests for Additional 
Information in the FY 2019 Annual Compliance Determination, Docket No. ACR 2019 (July 23, 2020), 
Question 2 Response. 
45 Order No. 4963 (Jan. 3, 2019).  

46 Total institutional costs are derived as the difference between total accrued costs and total attributable 
costs. Previously, the Commission specified the precise components of total attributable costs to be used 
for calculating this difference. FY 2017 ACD, at 10. As discussed further in the preface to USPS-FY20-1, 
the measure of total attributable costs used to generate the total institutional cost estimate indicated 
above reflects the components specified by the Commission in the FY 2017 ACD. 
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$3.167 billion. USPS-FY20-1, p. 3, shows total competitive product attributable costs of 

$19.426 billion (consisting of $18.578 billion of volume variable costs, $0.130 billion of 

product specific costs, $0.658 billion of group inframarginal costs, and $0.060 billion of 

group specific costs), and total competitive product revenue of $30.611 billion. 

Subtracting the former from the latter results in total competitive product contribution of 

$11.185 billion. Because no competitive market tests were in effect in FY 2020, the 

overall net competitive contribution amount remains at $11.185 billion, which is 31.1 

percent of total institutional costs, an amount well in excess of the 8.8 percent 

requirement. Thus, in FY 2020, the Postal Service met the requirement of section 

3633(a)(3). 




