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I. INTRODUCTION 

On January 25, 2023, the Commission provided notice of its intent to consider a 

petition to change the accepted analytical principles applying to the treatment of retiree 

health benefit normal costs filed by the National Postal Policy Council, the Alliance of 

Nonprofit Mailers (ANM), the American Catalog Mailers Association (ACMA), the 

Association for Postal Commerce (PostCom), the Major Mailers Association, the 

National Association of Presort Mailers, and N/MA – The News/Media Alliance 

(collectively Mailers).1  The changes proposed by the Mailers are designated as NPPC 

 

1 Docket Nos. RM2023-1 and RM2023-3, Order Denying Request for Reconsideration and Notice 
of Proposed Rulemaking on Analytical Principles Used in Periodic Reporting (NPPC et al. Proposal One), 
January 25, 2023, at 30-31 (Order No. 6430); Docket Nos. RM2023-1 and RM2023-3, Motion for 
Reconsideration or, in the Alternative, Petition to Initiate a Proceeding Regarding the Appropriate 
Analytical Principle for Retiree Health Benefit Normal Costs, December 19, 2022 (Mailers’ Motion and 
Petition). 
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et al. Proposal One and seek to include, accrue, and attribute retiree health benefit 

normal costs in the Postal Service’s and Commission’s reporting and analysis of fiscal 

year (FY) 2022 and future years.2  Based upon its review of NPPC et al. Proposal One 

and filings from the various participants in this proceeding, the Commission rejects 

NPPC et al. Proposal One for the reasons discussed below. 

II. BACKGROUND 

In its annual periodic reports to the Commission, the Postal Service is permitted 

to use only accepted analytical principles.  39 C.F.R. § 3050.10.  Accepted analytical 

principles refer to the analytical principles that were applied by the Commission in its 

most recent Annual Compliance Determination (ACD) unless different analytical 

principles subsequently were accepted by the Commission in a final rule.  39 C.F.R. 

§ 3050.1(a).  This Order addresses the Mailers’ proposal for adoption of a final rule that 

would apply different analytical principles related to the treatment of retiree health 

benefit normal costs in FY 2022 and future years. 

Retiree health benefit normal costs represent the present value of the estimated 

future retiree health benefits attributable to active employees’ current year of service.3  

Between FY 2017 and FY 2021, the Postal Service was required to pay retiree health 

benefit normal costs and amortization payments for the unfunded portion of the Postal 

Service Retiree Health Benefit Fund (PSRHBF) obligation as calculated by the Office of 

Personnel Management (OPM).4  On April 6, 2022, President Joseph Biden signed the 

 

2 Mailers’ Motion and Petition at 1-2.  The Mailers initially designated their petition as Proposal 
Eight.  In Order No. 6382, the Commission redesignated the petition as NPPC et al. Proposal One to 
distinguish it from proposals initiated by the Postal Service.  Docket Nos. RM2023-1 and RM2023-3, 
Order Granting Motion for Extension of Time, December 21, 2022, at 2 n.2 (Order No. 6382).  This 
change continues to be reflected in the caption for this docket and is how the Commission will reference 
the Mailers’ petition in this proceeding. 

3 Docket No. ACR2021, Financial Analysis of United States Postal Service Financial Results and 
10-K Statement, May 18, 2022, at 7 n.9. 

4 Former 5 U.S.C. § 8909a(d)(3)(B).  These requirements replaced different retiree health benefit 
funding requirements that were in place between FY 2007 and FY 2016.  Order No. 6430 at 16-17; 
Section III.A., infra. 
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Postal Service Reform Act (PSRA) into law.5  Section 102 of the PSRA repealed former 

5 U.S.C. § 8909a(d), thus eliminating the required annual retiree health benefit 

payments.6  Under the requirements of the PSRA, the Postal Service is instead required 

to pay into the PSRHBF for current retiree health care costs equal to the excess of the 

cost of annual claims over premiums.  The Postal Service will not, however, be required 

to make these payments until OPM computes whether “top up” payments are due 

(which will occur no later than June 30, 2026) or the PSRHBF is exhausted.  Thus, no 

retiree health benefit payments were due in FY 2022. 

After several letters and filings concerning how the Postal Service should 

address the changed retiree health benefit payment requirements (in addition to other 

changes to costs) caused by the PSRA,7 the Commission issued Order No. 6363.8  In 

Order No. 6363, the Commission determined that consistent with 39 C.F.R. part 3050, 

the existing accepted analytical principles were to be applied in the Postal Service’s FY 

2022 Annual Compliance Report (ACR), which is filed by the Postal Service in late 

December of each calendar year.9  The Commission then identified how the accepted 

 

5 Postal Service Reform Act of 2022 (PSRA), Pub. L. 117-108, 136 Stat. 1127 (2022). 

6 See Section V.B., infra for details on the calculation of the amount of the required payments. 

7 See Letter from Richard T. Cooper, Managing Counsel, Corporate and Postal Business Law to 
Erica A. Barker, Secretary and Chief Administrative Officer, August 12, 2022, available at 
https://www.prc.gov/docs/122/122469/Lttr%20re%20PSRA%20Effects%20ACR%20CRA.pdf; Letter from 
Erica A. Barker, Secretary and Chief Administrative Officer to Richard T. Cooper, Managing Counsel, 
Corporate and Postal Business Law, October 7, 2022, available at 
https://www.prc.gov/docs/123/123096/Response%20Letter.pdf; Docket No. RM2023-1, Petition for 
Reconsideration and Initiation of Proceeding, November 4, 2022; Letter to Erica A. Barker, Secretary and 
Chief Administrative Officer, October 13, 2022, styled Motion for Reconsideration of Response to the 
Postal Service’s Proposed Changes to Accepted Analytical Principles, available at 
https://www.prc.gov/docs/123/123145/Motion%20for%20Reconsideration_PropChange_.pdf; Docket 
No. RM2023-1, Response of the United States Postal Service in Opposition to GCA Petition for 
Reconsideration and Initiation of Proceeding, November 10, 2022; Docket No. RM2023-1, Reply of Mailer 
Associations to Response of the United States Postal Service in Opposition to GCA Petition for 
Reconsideration and Initiation of Proceeding, November 21, 2022. 

8 Docket No. RM2023-1, Order Granting Petition, In Part, for Reconsideration, December 9, 2022 
(Order No. 6363).  The Postal Service has separately appealed Order No. 6363.  See U.S. Postal Serv. v. 
Postal Regul. Comm’n, No. 23-1003 (D.C. Cir. Jan. 6, 2023), ECF Document No. 1980503, at 1-3. 

9 Order No. 6363 at 2; 39 U.S.C. § 3652.  See Docket No. ACR2022, United States Postal 
Service FY 2022 Annual Compliance Report, December 29, 2022. 
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analytical principles would apply to the costs at issue, including the treatment of retiree 

health benefit normal costs, and described the process by which any party could petition 

for a change to the accepted analytical principles and receive a determination from the 

Commission prior to the FY 2022 ACR docket’s conclusion and the issuance of the 

FY 2022 ACD in late March of 2023.  Order No. 6363 at 10-11; 39 U.S.C. § 3653(b). 

With regard to the treatment of retiree health benefit normal costs, the 

Commission noted that the PSRA removed the requirement that the Postal Service 

make retiree health benefit payments in FY 2022.  See Order No. 6363 at 10.  The 

Commission explained that: 

Accepted analytical principles dictate the treatment of the costs 
incurred by the Postal Service, and do not require inclusion of costs 
that are not incurred.  Applying the accepted principles to the costs 
incurred under the new requirements of [the] PSRA does not 
require the Commission to accept a change in analytical principles. 

 

Id.  The Commission concluded that “[a]s a result, under the accepted methodology, 

there are no amortization and normal costs to account for in the Postal Service's 

financial reporting for FY 2022.  Including such costs not incurred by the Postal Service 

would require a change in accepted methodology.”  Id.  The Postal Service’s FY 2022 

ACR was consistent with Order No. 6363 and did not include, accrue, or attribute retiree 

health benefit normal costs. 

In Order No. 6363, the Commission stated that should any party “desire the 

Commission rely on a different analytical principle with regard to the amortization and 

normal cost payments (which the Postal Service does not incur in FY 2022 or beyond), 

[it] may petition the Commission for a change pursuant to 39 C.F.R. part 3050.”  Id. 

at 11.  The Commission stated that for such a petition to be considered for purposes of 

the FY 2022 ACD, it must be filed no later than December 21, 2022.  Id. 

On December 19, 2022, the Mailers filed a motion requesting reconsideration of 

these aspects of Order No. 6363, or in the alternative, consideration and adoption of a 

petition to change the analytical principles applied to the retiree health benefit normal 

costs such that those costs would be included, accrued, and attributed in FY 2022.  See 
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generally Mailers’ Motion and Petition.  In Order No. 6430, the Commission denied the 

Mailers’ request for reconsideration, finding that Order No. 6363 was correct in 

concluding that the current accepted analytical principles did not support the inclusion, 

accrual, and attribution of retiree health benefit normal costs in FY 2022.  Order 

No. 6430 at 29.  The Commission granted the request to consider the Mailers’ petition 

to change the analytical principles applied to the FY 2022 retiree health benefit normal 

costs (i.e., NPPC et al. Proposal One) and provided notice of the proposed rulemaking.  

Id. at 30-31. 

III. ACCEPTED ANALYTICAL PRINCIPLES AND NPPC ET AL. PROPOSAL ONE 

A. Current Accepted Analytical Principles 

In Order No. 6430, the Commission elaborated on Order No. 6363’s explanation 

and application of the current accepted analytical principles related to the treatment of 

retiree health benefit normal costs.  Order No. 6430 at 16-26.  The Commission 

explained that the treatment of retiree health benefit normal costs in periodic reporting 

was dictated by the application of longstanding accepted analytical principles.  See id. 

Enacted in 2006, the Postal Accountability and Enhancement Act (PAEA) 

required that the Postal Service prepay future retiree health benefit costs.10  Thus, the 

PAEA transformed future retiree health benefit costs into a current expense that was 

due and payable.  Between FY 2007 and FY 2016, the retiree health benefit expenses 

due and payable by the Postal Service in each of those years were employer premiums 

and mandated statutory prefunding payments.11  Although retiree health benefit normal 

costs were separately calculated by OPM, those costs were not required to be paid by 

the Postal Service, and the only retiree health benefit costs due and payable were the 

premiums for current retirees and mandated statutory prefunding payments.  Order No. 

 

10 See Postal Accountability and Enhancement Act (PAEA), Pub. L. 109-435, 120 Stat. 3198 
(2006). 

11 5 U.S.C. § 8906(g)(2)(A); former 5 U.S.C. § 8909a(d)(3)(A). 
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6430 at 16-17.  Between FY 2017 and FY 2021, the retiree health benefit expenses due 

and payable by the Postal Service changed.  The Postal Service was no longer required 

to pay the employer premiums and mandated statutory prefunding requirements.  The 

Postal Service was instead required to pay retiree health benefit normal costs and to 

make amortization payments for the unfunded portion of the PSRHBF obligation.  

Former 5 U.S.C. § 8909a(d)(3)(B).  As discussed in Section II., supra, the PSRA 

eliminated these previously required annual retiree health benefit payments, resulting in 

zero retiree health benefit payments due and payable in FY 2022. 

After the enactment of the PAEA, the Postal Service and the Commission 

developed an analytical principle that allowed for the attribution of retiree health benefit 

normal costs from FY 2007 to FY 2021 by applying the estimated labor volume 

variabilities to the retiree health benefit normal costs in the same proportions as direct 

labor costs.12  Thus, the attributable portion of retiree health benefit normal costs has 

been calculated and distributed to specific products since FY 2007 through the 

application of this methodology. 

However, as the Commission also explained in Order No. 6430, this analytical 

principle is limited by a separate longstanding analytical principle regarding the scope of 

postal costs and resulting limits on the pool of costs that are attributable to products.  

Order No. 6430 at 17-18.  The concepts of "economic costs” and “accounting costs” 

form the basis of this analytical principle.  Id. at 18.  Accounting costs refer to booked 

costs or the actual amounts incurred by the Postal Service in accordance with existing 

authoritative accounting rules.  Id.  The Postal Service’s accounting systems record the 

accounting costs that accrue to the Postal Service each fiscal year and flow through to 

the Postal Service’s costing related reports.  Id. at 20, 23 n.22.  For retiree health 

benefit costs, the accounting costs were the employer premiums and mandated 

 

12 Order No. 6430 at 17 (citing Docket No. ACR2007, Library Reference USPS-FY07-2 – FY 2007 
Cost Segments and Components Report (Hard copy & Excel), December 28, 2007, Word document 
“FY07- 2.Supplement.Health.Benefit.Costs.doc,” at 4 (Docket No. ACR2007, FY 2007 Treatment of 
Retiree Health Benefits)). 
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statutory prefunding payments between FY 2007 and FY 2016 and the amortization 

payments and retiree health benefit normal cost payments between FY 2017 and 

FY 2021.  Because the PSRA removed the requirement that retiree health benefit 

payments were due and payable in FY 2022, including those for retiree health benefit 

normal costs, there were no accounting costs related to retiree health benefits in 

FY 2022.  Id. at 21. 

In this case, economic costs refer to the retiree health benefit normal costs (even 

in the years, such as FY 2007 through FY 2016 and FY 2022, when there was not an 

accounting cost for the normal costs).13  Thus, in this case, economic costs are costs for 

benefits as benefits are earned regardless of whether an actual payment is due for the 

costs (and thus regardless of whether the economic costs are also accounting costs).  

Id.  In FY 2022, although there were no accounting costs associated with retiree health 

benefits, the economic costs of retiree health benefits existed because Postal Service 

employees earned future health benefits through work performed in FY 2022.  Id. at 

23-24. 

Attributable costs are statutorily defined as “the direct and indirect postal costs 

attributable to . . . product[s] through reliably identified causal relationships.”  39 U.S.C. 

§ 3631(b).  Economic costs may be relevant to the determination of attributable costs in 

some circumstances because they may identify and measure costs with a causal 

relationship to a product or group of products (as has been the case with retiree health 

benefit normal costs).  Order No. 6430 at 20-21. 

A longstanding limiting analytical principle restricts the extent to which economic 

costs can or should be attributed to the total amount of accounting costs.  Id. at 18-19.  

As a result, total accounting costs are a ceiling that attributed costs cannot exceed.  Id. 

at 19.  This is because attributable costs are a subset of total postal costs, and as a 

 

13 Id. at 18.  Also included in economic costs were costs for the Civil Service Retirement System 
pensions between FY 2007 and FY 2016.  Id. 
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result, they cannot exceed the corresponding total accounting costs, which define and 

measure the total costs of the Postal Service each fiscal year.  Id. at 21. 

Between FY 2007 and FY 2021, the attributable portion of the economic costs 

(i.e., the attributable portion of retiree health benefit normal costs) was less than the 

total accounting costs for retiree health benefits in those fiscal years.  Id.  This allowed 

attributable retiree health benefit normal costs to be attributed and distributed to 

products without needing to limit the attribution of those costs due to the limiting 

analytical principle.  Id.  In FY 2022, the total accounting costs for retiree health benefits 

were zero due to the PSRA.  Id.  With no retiree health benefit accounting costs in FY 

2022, the analytical principle dictates that the amount of economic costs (i.e., retiree 

health benefit normal costs) that can be attributed in FY 2022 is also zero.  Id. at 23. 

B. NPPC et al. Proposal One 

NPPC et al. Proposal One seeks to ensure that retiree health benefit normal 

costs are treated as accrued in FY 2022 and attributed to products as they have been in 

past years.14  The Mailers assert that treating retiree health benefit normal costs as 

accrued as they are earned and attributing them would improve the quality, accuracy, 

and completeness of the data in the Postal Service’s periodic reports when compared to 

the current analytical principles in several ways.  Mailers’ Motion and Petition at 16.  

The Mailers state that accruing and attributing retiree health benefit normal costs in the 

year in which they are earned “is consistent with economic cost accounting” as these 

normal costs “are a component of the economic cost of postal work.”  Id.  They further 

 

14 Mailers’ Motion and Petition at 1.  The Mailers also filed a motion for leave to file reply 
comments, which was granted.  Order No. 6430 at 14.  See Docket Nos. RM2023-1 and RM2023-3, 
Motion for Leave to File Reply Comments, January 11, 2023; Docket Nos. RM2023-1 and RM2023-3, 
Reply Comments Regarding the Appropriate Analytical Principle for Retiree Health Benefit Normal Costs, 
January 11, 2023 (Mailers’ Reply Comments).  The majority of the Mailers’ Motion and Petition and 
Mailers’ Reply Comments provided arguments in support of the Mailers’ request for reconsideration of 
Order No. 6363, particularly with regard to what the Mailers viewed the current accepted analytical 
principles to be.  Those arguments were addressed in Order No. 6430 and are not readdressed in this 
Order. 
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assert that “[o]mitting an earned and accrued cost from postal accounting would mean 

that the costs do not accurately reflect economic costs.”  Id. at 9. 

The Mailers also claim that from a practical perspective, NPPC et al. Proposal 

One is preferable because excluding retiree health benefit normal costs would result in 

inaccurate cost avoidance estimates, which would, in turn, result in inaccurate 

compliance determinations with respect to workshare discounts.  Id. at 16-17.  The 

Mailers assert this would further lead to inefficient rates because workshare discounts 

are set with respect to their costs avoided and omitting attributed economic costs would 

result in underestimates of cost avoidances, leading to inefficiently priced workshare 

discounts.  Id. at 9.  The Mailers also assert that excluding retiree health benefit normal 

costs “could also result in erroneous conclusions that some discounts exceed their 

avoided costs, triggering rate adjustments that would result in much less efficient rates.”  

Id. 

The Mailers argue that the “real world consequences” of failing to attribute retiree 

health benefit normal costs is demonstrated through the FY 2022 ACR, where they 

assert the omission of attributed retiree health benefit normal costs caused “material 

changes to workshare discount passthroughs compared to if those costs were 

included.”  Mailers’ Reply Comments at 3.  The Mailers point to several workshare 

discounts being reported as having passthroughs exceeding 100 percent, despite those 

passthroughs previously being set at 100 percent in the most recent rate adjustment 

proceeding, which the Mailers assert is due to the failure to attribute retiree health 

benefit normal costs.  Id. at 4-5.  The Mailers also note that workshare discounts with 

passthroughs below 85 percent in the most recent rate adjustment proceeding now 

appear to have larger passthroughs due to the omission of the retiree health benefit 

normal costs.  Id. at 5. 

The Mailers assert that this will result in inaccurate compliance findings with 

respect to workshare discounts, may harm the goals of pricing and operational 

efficiency, and will impede efforts to move workshare discounts with low passthroughs 

to more efficient levels.  Id.  The Mailers assert that these harms would not just occur in 
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FY 2022, but would result in future distortions in workshare discounts even if the 

treatment of normal costs changed in the future.  Mailers’ Motion and Petition at 9, 17.  

The Mailers also state that “the categorical exclusion of select costs would also erode 

the accuracy of the Commission’s compliance findings with respect to . . . competitive 

products.”  Id. at 17. 

The Mailers state the NPPC et al. Proposal One “is fully consistent with the legal 

standard that attributable costs are ‘the direct and indirect postal costs attributable to 

each class or type of mail service through reliably identified causal relationships’” and is 

“compelled by [this] causality-based standard for cost attribution.”  Id. at 1, 17 (quoting 

39 U.S.C. 3622(c)(2)).  They assert that “[e]arned [retiree health benefit] costs plainly 

satisfy that standard, and attributing them improves the quality of postal accounting by 

making it more consistent with statutory requirements.”  Id. at 17.  The Mailers also 

assert that failing to accrue and attribute retiree health benefit normal costs “would 

violate economic principles of cost causation embodied in the PAEA” and that “[n]othing 

in the PSRA changed the statutory definition of attributable costs or the statutory 

requirement that products cover their attributable costs based on reliably identified 

causal relationships.”  Id. at 8, 12.  See Mailers’ Reply Comments at 2-3. 

The Mailers state that according to the Postal Service’s FY 2022 10-K, retiree 

health benefit normal costs were $4.4 billion in FY 2022, and that “proper treatment of 

these costs would increase attributable costs by approximately $2.6 billion . . . 

consistent with attribution levels in recent years.”  Mailers’ Motion and Petition at 17.  

The Mailers represent that nothing in NPPC et al. Proposal One “would affect how those 

costs are currently attributed to particular postal classes and products[.]”  Id. at 18. 

IV. RESPONSES AND COMMENTS 

A. Responses to the Mailers’ Motion and Petition 

On January 4, 2023, the Postal Service and the Package Shippers Association 

(PSA) filed responses to the Mailers’ Motion and Petition in accordance with a 
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Commission-set deadline to respond to the filing.15  The Commission summarizes and 

discusses these responses to the extent they address the merits of NPPC et al. 

Proposal One.16 

PSA.  PSA supports the Mailers’ Motion and Petition, agreeing that FY 2022 

retiree health benefit normal costs should be accrued and then attributed to products in 

the same proportions as direct labor costs.  PSA Comments at 1.  PSA acknowledges 

that the PSRA changed when the Postal Service makes payments for retiree health 

benefit costs but asserts that the PSRA did not “address cost accrual principles 

generally or the causality-based cost attribution requirements,” which it believes 

necessitate that FY 2022 retiree health benefit normal costs be accrued and attributed.  

Id. at 1-2.  PSA asserts that “[t]his approach of accruing and attributing [retiree health 

benefit] normal costs is the only approach that complies with the statutory causation-

based costing requirements” as “the statute . . . requires that costs with a reliably 

identified causal relationship to a specific product be attributed to that product.”  Id. at 3.  

PSA states that retiree health benefit normal costs have long been attributed to 

products, and that such costs in FY 2022 are not less caused by products than in prior 

years because “no provision of [the] PSRA affects this causality.”  Id.  PSA asserts that 

“[t]he existing statutory costing requirements do not permit the Postal Service to 

categorically exclude costs causally related to products” and therefore concludes that 

retiree health benefit normal costs cannot be excluded from attribution.  Id. at 3-4. 

 

15 Docket Nos. RM2023-1 and RM2023-3, Response of the United States Postal Service to 
Mailers’ Motion for Reconsideration and Petition, January 4, 2023 (Postal Service Response); Docket 
Nos. RM2023-1 and RM2023-3, Comments of the Package Shippers Association, January 4, 2023 (PSA 
Comments).  In Order No. 6382, the Commission extended the deadline for responding to the Mailers’ 
Motion and Petition to January 4, 2023.  Order No. 6382 at 3.  See Docket Nos. RM2023-1 and RM2023-
3, Motion of the United States Postal Service for Leave to File Consolidated or Concurrent Responses to 
Mailers’ December 19th Filing, December 20, 2022. 

16 Significant portions of the Postal Service Response and PSA Comments provided arguments 
concerning the Mailers request for reconsideration of Order No. 6363 and what they viewed the current 
accepted analytical principles to be.  Those arguments were addressed in Order No. 6430 and are not 
readdressed in this Order. 
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Postal Service.  The Postal Service contends that NPPC et al. Proposal One 

should be rejected on the merits.  The Postal Service objects to the contention that the 

PSRA should not have any effect on retiree health benefit normal cost accrual and 

attribution in FY 2022 and argues that the Mailers’ proposed approach runs afoul of 

Congressional intent.  Postal Service Response at 5, 7.  Specifically, the Postal Service 

argues that “[t]he PSRA changes in fact bear directly on how [retiree health benefit] 

costs must be treated” because the PSRA reversed key PAEA provisions relating to 

retiree health benefits and absolved the Postal Service of any obligation to make retiree 

health benefit payments in FY 2022.  Id. at 7.  The Postal Service explains that the 

PAEA required prefunding of future retiree health benefit costs and that the PSRA 

eliminated this requirement, switching back to the pre-PAEA pay-as-you-go approach to 

paying for these costs.  Id. at 7-8.  The Postal Service cites to the House Report 

accompanying the PSRA as affirming this.  Id. at 8-9. 

The Postal Service does not dispute that retiree health benefit normal costs exist 

and “has no quarrel with the principle that an economic approach to postal costing 

provides a solid and appropriate foundation for postal ratemaking.”  Id. at 9.  However, 

the Postal Service emphasizes that “a cost at its essence consists of an amount 

someone is required to pay” and argues that the Mailers ignore the fact that the PAEA 

required retiree health benefit prefunding and the PSRA does not.  Id.  The Postal 

Service asserts that the Commission should continue to recognize the limitations of a 

strictly “economic” approach to costing when “disparities between theoretical ‘economic’ 

costs and booked ‘accounting’ costs” exist.”  Id. 

The Postal Service argues that the determination of whether to accrue economic 

costs should be based on “whether Congress through legislation deems payment to be 

required or not.”  Id. at 10.  The Postal Service asserts that with respect to retiree health 

benefit costs, changes in this regard have occurred several times in the past and 

outlines the legislative history of varying payment requirements for retiree health 

benefits.  Id. at 10-11.  The Postal Service argues that “[e]ach of these changes directly 

affected cost accruals by virtue of changing the nature or scope of the obligations that 
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Congress was imposing on the Postal Service, and the PSRA is no exception, 

regardless of how adamantly Mailers insist[] that it is.”  Id. at 11.  The Postal Service 

emphasizes that under the PSRA, it “is at this time under no type of obligation to make 

prefunding payments reflecting those normal costs” (unlike under the PAEA where 

retiree health benefit prefunding payments were required).  Id.  The Postal Service 

asserts that NPPC et al. Proposal One does not justify a change in the analytical 

principles to require that costs that are not incurred be included in either the financial or 

regulatory reporting.  Id. 

The Postal Service also argues that NPPC et al. Proposal One should be 

rejected because “Mailers fail to articulate exactly how their Proposal One would 

operate in any way that could possibly meet rational regulatory guidelines.”  Id. at 12.  

The Postal Service states that while the result the Mailers hope to achieve is clear “how 

they would propose to get there is distinctly unclear” and “[t]o the extent that a potential 

pathway can be surmised, it has additional unacceptable shortcomings.”  Id. 

To support these arguments, the Postal Service explains the steps it took in 

FY 2021 for accruing and attributing retiree health benefit normal costs, beginning with 

receiving an OPM invoice with a precise amount payable for FY 2021 retiree health 

benefit normal costs, reporting that amount in the Trial Balance and Components 202 

and 208, and then partially attributing the Component 202 costs to products.  Id. at 12-

13.  The Postal Service states that NPPC et al. Proposal One seeks to ensure that 

retiree health benefit normal costs are attributed in FY 2022, but given that no OPM 

invoice was issued and no retiree health benefit costs were entered into the Postal 

Service’s accounting records (i.e., Trial Balance), it is unclear from the Mailers’ proposal 

what steps would be taken to effectuate that since the steps used in FY 2021 would not 

result in the attribution of retiree health benefit normal costs in FY 2022.  Id. at 13-14. 

The Postal Service suggests that the Mailers may want to insert retiree health 

benefit normal costs at the Trial Balance step, but states that “to do that this year would 

require a determination that accruing normal costs without a legislative directive to pay 

them (and without a tangible invoice specifying amount and due date) is nonetheless 
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consistent with [Generally Accepted Accounting Principles (GAAP)].”  Id. at 14.  The 

Postal Service represents that such a determination would be unfounded, particularly 

because the Postal Service’s financial statements for FY 2022 show zero retiree health 

benefit expenses, and “those financial statements have been independently audited by 

a registered public accounting firm and found to be in accordance with GAAP.”  Id.  The 

Postal Service also states that the future prospect of “top up” payments raises further 

questions about what would be recorded in the Trial Balance in the future when 

payments are in fact due and asserts that NPPC et al. Proposal One does nothing to 

address or resolve these issues.  Id. at 14 n.5, 15. 

The Postal Service suggests that “it seems much more plausible” that Mailers are 

suggesting that the normal costs be inserted as a regulatory adjustment in a later step 

and that the zero retiree health benefit costs accrued in FY 2022 be replaced with the 

normal cost amount provided by OPM.  Id. at 15.  The Postal Service further suggests 

that the Mailers may be looking to use the accounting and regulatory process used prior 

to FY 2017, which the Postal Service views as a separate procedure from the one 

employed between FY 2017 and FY 2021 that achieved essentially the same regulatory 

results in terms of attributable and institutional costs.  Id. at 15-18.  However, the Postal 

Service explains that using this approach, would require “a negative plug number in the 

entry for Component 203, otherwise intended to reflect prior year/amortization 

payments,” which the Postal Service states would not be comparable to other years 

(i.e., FY 2009 and FY 2011) where negative plug numbers were applied “either in 

purpose or in effect on the regulatory process.”  Id. at 18-19.  The Postal Service 

differentiates the FY 2009 and FY 2011 adjustments on the grounds that the legislative 

changes in FY 2009 and FY 2011 “were transitory adjustments to or deferrals of 

payment amounts previously specified by Congress” and not permanent changes to the 

Postal Service’s payment obligations (unlike the PSRA, which “affirmatively did 

abandon the prefunding concept”).  Id. at 19-20.  The Postal Service also differentiates 

the FY 2009 and FY 2011 adjustments because making the same adjustments for 

FY 2022 would result in the attributed retiree health benefit normal costs exceeding the 
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accrued retiree health benefit accounting costs when in FY 2009 and FY 2011 the 

attributed portion of the retiree health benefit normal costs did not exceed accrued total 

retiree health benefit costs.  Id. at 20-21.  The Postal Service concludes that in FY 2022, 

where there were no accrued retiree health benefit costs because no retiree health 

benefit payments were required, attributing a portion of normal costs as advocated by 

the Mailers “would open the door for the complete untethering of regulatory costs from 

booked accounting costs.”  Id. at 21. 

B. Comments on NPPC et al. Proposal One 

When the Commission provided notice of its intent to consider NPPC et al. 

Proposal One, it provided an opportunity for interested parties to submit comments on 

NPPC et al. Proposal One.  Order No. 6430 at 31.  On February 8, 2023, four parties 

submitted comments.17  Attached to their comments, the Mailers also filed a statement 

in support of their comments from John C. Panzar (Panzar).18  On February 15, 2023, 

the Postal Service filed a motion for leave to file reply comments and concurrently 

submitted reply comments.19  The Commission received no objections to the request to 

file reply comments and finds that no party is prejudiced by allowing the Postal Service’s 

 

17 Mailer Comments on the Appropriate Analytical Principle for Retiree Health Benefit Normal 
Costs, February 8, 2023 (Mailers’ Comments); Comments of the Association for Postal Commerce, 
February 8, 2023 (PostCom Comments); Comments of the United States Postal Service Regarding 
Mailers’ Proposal One, February 8, 2023 (Postal Service Comments); Public Representative Comments, 
February 8, 2023 (PR Comments).  The Commission notes that ACMA was a part of the coalition filing 
the Mailers’ Motion and Petition, but not a signatory to the Mailers’ Comments.  For simplicity, the 
Commission continues to use Mailers to reference the mailing coalition filing these comments. 

18 Statement of John C. Panzar on Behalf of Mailer Comments on the Appropriate Analytical 
Principle for Retiree Health Benefit Normal Costs, February 8, 2023 (Panzar Statement). 

19 Motion of the United States Postal Service for Leave to File Reply Comments Regarding 
Mailers’ Proposal One, February 15, 2023 (Motion for Reply Comments); Reply Comments of the United 
States Postal Service Regarding Mailers’ Proposal One, February 15, 2023 (Postal Service Reply 
Comments). 
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reply comments.20  Thus, the Motion for Reply Comments is granted.  The Commission 

summarizes and discusses these comments below. 

Mailers.  The Mailers begin their comments by elaborating on the specifics of 

how they would effectuate their proposal.  First, Mailers state that the principle that 

attributable costs cannot exceed accounting costs must be eliminated at least as 

applied to Component 18.3.6, which covers retiree health benefits.  Mailers’ Comments 

at 3.  Second, the Mailers state that the estimated retiree health benefit normal cost 

amount provided by OPM and presented in the FY 2022 Form 10-K should be the 

source of the accrued current year retiree health benefit normal costs.  Id.  Third, the 

Mailers state that consistent with past practice, retiree health benefit costs should be 

disaggregated into Component 18.3.6.1 (current year costs) and Component 18.3.6.2 

(prior year costs) and that prior year retiree health benefit costs would be calculated by 

subtracting the retiree health benefit normal costs from the total payment due that year.  

Id.  The Mailers assert that “[m]odifying the analytical principles in this way will enable 

the Commission to continue to attribute incremental [retiree health benefit] normal costs 

to products consistent with their attribution in previous years in which the accounting 

cost cap never came into play.”  Id. 

The Mailers explain that under the proposal, “the current year costs would be the 

[retiree health benefit] normal costs, and the accounting costs minus the current year 

 

20 The Mailers filed a response to the Motion for Reply Comments.  Response of Mailer 
Organizations to United States Postal Service Motion for Leave to File Reply Comments, February 22, 
2023 (Response to Motion for Reply Comments).  The Commission notes that ACMA and ANM were a 
part of the coalition filing the Mailers’ Motion and Petition, but not signatories to the Response to Motion 
for Reply Comments.  For simplicity, the Commission continues to use Mailers to reference the mailing 
coalition filing this response. 

The Mailers do not oppose the Postal Service’s request to file reply comments.  Response to 
Motion for Reply Comments at 1.  They do, however, object to and offer responses to arguments raised 
by the Postal Service in the Motion for Reply Comments, and in particular respond to the Postal Service’s 
allegations that Mailers’ Comments and PostCom Comments were procedurally improper.  Id. at 1-5.  See 
Motion for Reply Comments at 1-4.  Given that the Postal Service did not move to strike the Mailers’ 
Comments and PostCom Comments and the Mailers do not object to the Postal Service Reply 
Comments, there is no further issue for the Commission to resolve related to these filings.  See Motion for 
Reply Comments at 4; Response to Motion for Reply Comments at 1.  The Commission notes that it 
benefitted from the full range of views raised in the comments in this proceeding as it considered the 
merits of NPPC et al. Proposal One. 
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costs would be prior year costs just like in past years.”  Id. at 3-4.  The Mailers further 

explain that then “[a]s in previous years, the current year costs would be distributed to 

products as a piggyback on direct labor costs and the prior year costs would be treated 

as entirely institutional.”  Id. at 4.  The Mailers state that for FY 2022 (and potentially 

future years), this would result in a negative accrued prior year retiree health benefit 

cost and would allow accounting documents to be consistent with regulatory documents 

because the sum of current year and prior year retiree health benefit accrued costs 

would be zero.  Id. at 4 n.9.  The Mailers propose that this procedure would work in the 

same way in years where the Postal Service does not receive an invoice from OPM, 

and then in years where payment is required, the accounting cost would flow through 

the periodic reports and be “separated in Cost Component 18.3.6 into the current year 

cost (the [retiree health benefit] normal cost estimated by OPM) and the balance, 

whether negative or positive, [would be] treated as a prior year institutional cost.”  Id. at 

5. 

The Mailers assert that using OPM’s determination of retiree health benefit 

normal costs pursuant to 39 U.S.C. § 3654 to identify normal costs in regulatory 

reporting is consistent with past practice since the enactment of the PAEA, which “has 

been unaffected by the amount OPM has invoiced the Postal Service for [retiree health 

benefit] costs.”  Id. at 5-6.  The Mailers represent that the Postal Service has long 

understood that retiree health benefit normal costs are obligations incurred in the year 

benefits are earned and that the Postal Service has included the amount calculated by 

OPM as the accrued current year retiree health benefit cost and attributed it to products.  

Id. at 7. 

The Mailers assert that this has occurred “notwithstanding the fact that the 

funding of retiree health benefits has varied over the years.”  Id.  The Mailers state that 

OPM has generated a retiree health benefit invoice each year, which has been recorded 

in the accounting records regardless of whether it was paid and is separate from the 

retiree health benefit normal cost estimate provided by OPM pursuant to 39 U.S.C. § 

3654.  Id.  The Mailers explain that those invoices were the starting point from which 
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retiree health benefit costs were calculated, but that regardless of funding obligation and 

invoiced amount, “the Postal Service has always attributed incremental [retiree health 

benefit] normal costs to products by dividing the accounting costs into current year 

[retiree health benefit] costs and prior year costs, and categorizing the former as either 

attributable or institutional.”  Id. at 7-8.  The Mailers further describe how under the 

differing payment requirements of FY 2007 through FY 2016 and FY 2017 through FY 

2021 (including in FY 2009 and FY 2011 when Congress altered the payment 

requirements and there was a negative recording of prior year retiree health benefit 

cost), the Postal Service consistently divided the required retiree health benefit 

payments into normal costs and prior year costs, the normal cost portion of which was 

consistent with the retiree health benefit normal cost amount estimated by OPM 

pursuant to 39 U.S.C. § 3654 and was distributed as either attributable or institutional.  

Id. at 8-10. 

The Mailers reference the analytical principle elaborated on in Order No. 6430 

that attributed economic costs cannot exceed accounting costs and state that “[i]t is 

unclear why in these circumstances attributable [retiree health benefit] costs cannot 

exceed [retiree health benefit] accounting costs.”  Id. at 12.  The Mailers assert that 

“attributable [retiree health benefit] costs exceeding accounting costs is the correct 

outcome” and that a negative prior year loss is not a problem and therefore argue that 

“the accounting cost cap should be removed because it results in inaccurate and 

understated product costs and thereby prevents the Commission from making accurate 

determinations regarding the Postal Service’s compliance with statutory requirements, 

costs, and costs avoided by worksharing.”  Id. at 12-13.  The Mailers state that in years 

where a negative prior year loss arises under their proposed approach because the 

invoiced amount is less than normal costs (as in FY 2022), “[t]hat means, all else equal, 

that the unfunded obligation would increase in that year, which is entirely logical as no 

payment is required or made while normal costs are indeed incurred.”  Id. at 13.  The 

Mailers argue that the only difference between FY 2022 and past years is that attributed 

retiree health benefit normal costs would exceed accounting costs, but “[t]hat the 
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accounting cost is zero due to legislation does not erase that the obligation was 

incurred.”  Id. at 14.  The Mailers state that “recognizing for regulatory purposes that the 

absence of an invoice for an incurred obligation leads to an increase in unfunded 

obligations is hardly non-sensical” and to maintain the principle that attributed economic 

costs cannot exceed accounting costs “unavoidably will produce inaccurate results.”  Id. 

The Mailers assert that eliminating the analytical principle that attributed 

economic costs cannot exceed accounting costs for retiree health benefits would 

improve the quality, accuracy, and completeness of reported product costs for several 

reasons.  Id. at 14-21. 

First, the Mailers assert that “economic costs indicate the true resources used 

(including employees) by the Postal Service in providing services, regardless of when 

the [Postal] Service is obligated to pay for those costs” and therefore reflect the true 

costs caused by current volumes of mail.  Id. at 15.  The Mailers further assert that 

attributing these costs “would improve the accuracy and completeness of product costs” 

in the ACR, enable “a more accurate assessment of the Postal Service’s operational 

performance,” and “improve the quality of the ACR by allowing for apples-to-apples 

comparisons of product costs between FY 2022 and previous years.”  Id. at 16. 

Second, the Mailers cite to 39 U.S.C. §§ 3622 and 3633 and assert that 

“Congress established these clear statutory causation-based costing requirements to 

achieve specific objectives relating to workshare discounts and Competitive products.” 

Id.  The Mailers state that the “statutorily required causation-based cost tests [of 39 

U.S.C. §§ 3622 and 3633] cannot accurately be conducted if approximately $2.6 billion 

of attributable costs – indisputably earned by postal employees as they worked through 

the year and caused by products – are categorically excluded from product costs.”  Id. 

at 17.  The Mailers also assert that the analytical principle that attributed economic 

costs cannot exceed accounting costs violates 39 C.F.R. § 3035.107(b), which states 

that a Competitive product’s attributable costs are their incremental costs, because 

attributable costs cannot be calculated correctly if incremental retiree health benefit 

costs are not included.  Id. at 17-18.  The Mailers argue that given a conflict between 
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statutory requirements and agency-developed practices, the statutory requirements 

must prevail.  Id. at 18. 

Third, the Mailers assert that the analytical principle that attributed economic 

costs cannot exceed accounting costs conflicts with accrual accounting.  Id.  The 

Mailers quote the Postal Service’s Accounting and Reporting Policy Handbook as 

stating that “[t]he accrual basis of accounting dictates that the Postal Service record[s] 

revenues when earned and expenses when incurred, regardless of when the related 

assets and liabilities are collected or paid.”  Id. (emphasis omitted).  The Mailers assert 

that the Postal Service’s obligation to pay retiree health benefit normal costs “is not 

absolved simply because it did not receive an invoice in FY 2022 as Congress chose to 

spend down the PSRHBF instead” and that “[t]he more accurate position for accrual 

accounting is that the expenses are incurred as employees work, not when an invoice 

for those costs eventually arrives.”  Id. at 19.  The Mailers claim that “[u]sing the OPM 

calculation of [retiree health benefit] normal costs as the current year [retiree health 

benefit] costs in the Postal Service’s periodic reports would improve their accuracy . . . 

by tying the costs in the periodic reports more directly to when employees in fact earn 

the benefits” and “would also produce a more stable number appropriately tethered to 

cost causality year-to-year, rather than subject to jumping from zero to some number 

depending on OPM’s calculation of amounts needed to ‘top off’ the fund.”  Id. 

Fourth, the Mailers assert that attributing retiree health benefit normal costs 

would improve accuracy in the periodic reporting “by providing the most accurate 

information to implement the Commission’s long-standing policy of efficient component 

pricing [(ECP)] of workshare discounts.”  Id.  ECP is the principle that workshare 

discounts set equal to costs avoided are most efficient.  The Mailers state that 

“[a]pplying ECP correctly requires accurate postal costs,” which the Mailers assert must 

include economic costs since those costs would not exist if the mailer performed the 

work instead.  Id. at 20.  The Mailers claim that “[t]he current principle produces 

incomplete and understated product costs that are not the costs that make ECP 

produce efficient outcomes” and that omitting the attributable retiree health benefit 
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normal costs “would unavoidably result in underestimates of cost avoidances, which in 

turn would lead to inefficiently priced workshare discounts.”  Id.  The Mailers reiterate 

that harm from not attributing retiree health benefit normal costs in FY 2022 would 

persist into the future because “[c]urrent discounts are used as inputs in establishing 

subsequent discounts” and “[d]istortions in current discounts, even if temporary, would 

thus result in future distortions, notwithstanding any correction of the treatment of 

normal costs in the future.”  Id. at 21.  The Mailers state that attributing retiree health 

benefit normal costs “promotes pricing fairness with private mail preparation firms” 

because those firms have employee liabilities that will not be relieved by Congress and 

including the normal costs “promotes fair competition” in allowing mailers to determine if 

they can prepare the mail at a lower cost than the Postal Service.21 

Panzar.  Panzar states that the purpose of his statement is to support the 

Mailers’ Comments.  Panzar Statement at 1.  Panzar asserts that “[w]hatever the 

intuitive merits of [the analytical principle that accounting costs serve as a ceiling for 

attributed economic costs] in other circumstances,” it should not be applied to retiree 

health benefit normal costs in FY 2022 because “doing so would impermissibly result in 

the failure to attribute economic costs via reliably identified causal relationships.”  Id. at 

2.  Panzar further asserts that retiree health benefit normal costs for future benefits “are 

caused by current volumes of mail to the same extent that current wages are caused by 

current volumes of mail” and that “these costs would be avoided if those current 

volumes were to disappear.”  Id. at 3-4.  Panzar views Order No. 6430 as consistent 

with this position and therefore argues that “there is no dispute that but for the 

accounting cost cap, the [retiree health benefit] normal costs earned in fiscal year 2022 

are economic costs that would otherwise be attributed to specific products through 

reliably identified causal relationships.”  Id. at 4. 

 

21 Id. (quoting Docket No. RM2017-3, Order on the Findings and Determination of the 39 U.S.C. 
§ 3622 Review, December 1, 2017, at 131 (Order No. 4257)). 
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Panzar further asserts that “[t]he language and history of the current statutory 

causation-based costing requirements dispose of any perceived tension between 

accounting costs and economic costs.”  Id. at 5.  He states that Commission decisions 

following the PAEA “have made clear that attribution of costs to an individual mail class 

or product without a reliable showing that the costs are caused by the particular mail 

class or product is unlawful” and that “[t]he converse is equally true” and “statutory 

causation-requirements require that costs caused by a particular mail class or product 

must be attributed.”  Id.  He asserts that the statutory causation-based costing 

requirements in 39 U.S.C. §§ 3622(c)(2), 3633(a)(2), and 3622(e)(2) are mandatory and 

“unambiguously require that economic costs must be attributed to specific mail classes 

or products.”  Id. at 6.  He argues that to the extent that the analytical principle capping 

attributed economic costs at accounting costs creates a conflict with the mandatory 

statutory requirements, the analytical principle must be changed.  Id. 

Panzar also discusses ECP, stating that this principle has been endorsed by the 

Commission to measure whether workshare discounts are priced efficiently.  Id. at 6-7.  

Panzar asserts that the costs avoided must be economic costs in order for ECP to work 

as intended because “the attributable costs of the Postal Service must include all of the 

Postal Service costs that would disappear if the mailer performed the work instead.”  Id. 

at 7.  Panzar states that these costs include “the discounted present value of the 

expected retirement healthcare benefits” earned by employees today for providing a 

service today.  Id. at 7-8.  He asserts that “[s]uch costs must be included when 

calculating today’s ECP discount, because the mailer will compare that discount to its 

own economic costs when deciding, today, whether or not to do the work itself” and that 

the timing of expenses incurred “plays no role in the efficiency calculation.”  Id. at 8.  

Panzar further asserts that the inefficiencies introduced by not attributing retiree health 

benefit normal costs are not hypothetical and points to comments in Docket No. 

ACR2022 as making the case that “the failure to properly attribute all relevant economic 

costs can have immediate adverse effects on ratemaking” because the non-attribution 

inflates workshare discount passthroughs such that workshare discounts inaccurately 



Docket No. RM2023-3 - 23 - Order No. 6464 
 
 
 

 

appear to be non-compliant or compliant when they would have otherwise been the 

opposite if retiree health benefit costs had been attributed.  Id. at 9. 

PostCom.  PostCom is one of the mailers initially filing the proposal as well as a 

contributing party to the Mailers’ Comments.  In its separately filed comments, PostCom 

takes issue with the Commission’s identification of the analytical principle that 

accounting costs limit the extent to which economic costs can be attributed in Order No. 

6430.  PostCom Comments at 1-3.  Specifically, PostCom asserts that because the 

Commission did not cite to this principle in Order No. 6363, NPPC et al. Proposal One 

“did not specifically request a change to this principle, nor have any parties had an 

opportunity to discuss it in pleadings filed in this and related dockets.”  Id. at 2.  

PostCom asserts this caused difficulty for the Mailers because “they had no opportunity 

to tailor their petition to this ruling, nor work through all the implications of a potential 

change in this principle.”  Id.  PostCom also takes issue with the Commission’s lack of 

citation for the analytical principle, noting that although the Commission cites to Postal 

Service comments in Order No. 6430, its own order in that docket did not address that 

analytical principle.  Id. at 2-3. 

PostCom asserts that even if the Commission elects to maintain the analytical 

principle generally, it “can adopt the limited relief requested by the Petition without 

upsetting other regulatory reporting[,]” which would allow for consistent treatment of 

retiree health benefit normal costs over time.  Id. at 4.  PostCom claims that “[t]he 

Commission need not abandon its traditional (and generally appropriate) reliance on 

accounting costs as the basis for regulatory reporting” because NPPC et al. Proposal 

One “is focused on a specific, non-speculative cost that is identified in the Postal 

Service’s 10-k.”  Id.  PostCom argues that because these costs are “incurred every year 

Postal Service employees earn retiree health benefits, the Commission should establish 

a method to ensure that cost is reflected” in future regulatory reporting.  Id. 

PostCom notes that it “endorses the concept that the Postal Service’s reported 

regulatory costs should typically match the costs reported in the Postal Service’s 

financial statements[,]” but argues that “it is also important that the Postal Service’s 
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regulatory reporting reflect the costs the Postal Service has actually incurred.”  Id.  

PostCom asserts that if the Postal Service had treated these incurred costs as 

expenses in its financial statements there would be no issue.  Id.  PostCom states that 

the Commission has not addressed whether retiree health benefit normal costs should 

be reflected as accounting costs and argues that language in Order No. 6430 raises 

questions as to whether retiree health benefit normal costs should have been recorded 

as accounting costs in FY 2022 even though no payment was required because the 

Postal Service employs accrual accounting and retiree health benefit normal costs were 

incurred in FY 2022.  Id. at 5-6.  PostCom asserts that because the retiree health 

benefit normal costs were not accounted for, there is a disconnect between incurred 

costs and accounting costs reported on the Postal Service’s financial statements and 

states that “[a]t a minimum, the Commission must investigate and explain why the 

Postal Service has not identified the normal costs as expenses.”  Id. at 6. 

Postal Service.  The Postal Service urges the Commission to reject the proposal 

and points to the Postal Service Response filed earlier in this proceeding and 

summarized in Section IV.A., supra, as its views regarding the proposal and why it 

should be rejected.  Postal Service Comments at 1-3. 

Public Representative.  The Public Representative recommends that the 

Commission reject NPPC et al. Proposal One and continue to apply the same analytical 

principles identified in Order No. 6430 with respect to the treatment of retiree health 

benefit costs.  See PR Comments at 12.  She raises several arguments in support of 

this position.  Id. at 9-12. 

The Public Representative explains that the Mailers’ view that the PSRA did not 

eliminate economic retiree health benefit normal costs “ignores the underlying 

relationship between [retiree health benefit] normal costs and total [retiree health 

benefit] costs required to be paid by the Postal Service [in the years prior to the 

enactment of the PSRA].”  Id. at 9.  She further explains that “[b]etween FY 2007 and 

FY 2016, the [retiree health benefit] normal cost was not an accrued accounting cost but 

rather an attributable (current) portion of total [retiree health benefit] prefunding costs, 
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an accrued cost in the National Trial Balance.”  Id.  She notes that from FY 2017 to FY 

2021, “the current portion of [retiree health benefit] normal cost was accrued and 

attributed in accordance with changes outlined in the PAEA.”  Id.  She argues that “the 

Mailers[’] argument seems to miss the fact that . . . under the PAEA . . . (FY 2007 to FY 

2021) the Postal Service was required to accrue [retiree health benefit] costs and the 

PSRA eliminated that requirement for FY 2022.”  Id. 

The Public Representative asserts that it appears that the Mailers do not seek to 

change accounting practices and therefore assumes “the Mailers seek to include these 

economic (attributable) costs without any basis in the general ledger.”  Id. at 10.  She 

states that “it is unclear how the Mailers intend to implement this change, nor do they 

address the broader effects it could have on periodic reporting.”  Id.  She explains that 

the “[c]osts accrued in the Postal Service’s National Trial Balance are the foundation of 

its regulatory cost distribution calculations in the ACR[,]” which she further explains “is 

an important control that allows the Commission to trace costs distributed to products 

back to their original source; the accrued costs recorded in the National Trial Balance.”  

Id.  The Public Representative asserts that the alignment of the National Trial Balance 

accrued costs and regulatory costs is “critical to both the broader financial analysis of 

Postal Service operations and for more granular analyses at the class and product 

levels” and that “[t]he ability to trace back and reconcile that cost data to accrued 

(accounting) costs allows the Commission to ensure the data’s quality, accuracy and 

completeness.”  Id.  She further asserts that “[i]t is unclear how disconnecting 

attributable costs from accrued costs would improve the quality, accuracy, or 

completeness of periodic reporting as the Mailers suggest.”  Id. 

The Public Representative also takes issue with the Mailers’ assertion that 

attributing retiree health benefit normal costs in FY 2022 is consistent with 39 U.S.C. § 

3622(c)(2) and 39 U.S.C. § 3631(b).  Id. at 10-11.  She asserts that total accrued cost in 

the National Trial Balance forms the basis of the postal costs that can be attributed.  Id.  

She states that “[n]othing within the statute cited by the Mailers would suggest that 
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attributable costs be calculated using costs that the Postal Service does not first accrue 

as accounting costs . . . .”  Id. at 11. 

The Public Representative also addresses the Mailers’ allegations that changes 

in avoided costs for workshare discounts reported in the ACR are due to the non-

attribution of retiree health benefit normal costs.  Id. at 11-12.  She notes that the Postal 

Service explains in the ACR that the magnitude and direction of changes in costs vary 

year to year and from product to product and sometimes change to a large degree.  Id. 

at 11.  She further notes that in the FY 2021 ACD (in which retiree health benefit normal 

costs were attributed), there were also workshare discounts that had avoided costs 

change to the degree that the discounts were brought out of compliance with the 

applicable regulations.  Id. at 11-12. 

Postal Service Reply Comments.  The Postal Service opposes the arguments 

raised that assert that the principle that attributed economic costs cannot exceed 

accounting costs violates the statutory provision establishing “reliably identified causal 

relationships” as the basis for cost attribution.  Postal Service Reply Comments at 2.  

The Postal Service asserts that “it is that statutory attributable costs standard that 

compels the accounting cost cap” because “the anchor of ‘reliably identified’ costs in 

any given year must be the accrued costs in that given year.”  Id. at 2-3.  The Postal 

Service argues that:  

There are no limits to the hypothetical exercises that could be 
pursued in which various counterfactual scenarios can be 
contemplated with the purpose of estimating what postal accrued 
or attributable costs could be or should be under circumstances 
other than those that exist in the fiscal year being reported[, but] 
when those exercises generate attributable costs that exceed the 
accounting costs accrued in the year in question, they have strayed 
beyond the acceptable bounds of the reliable causation standard. 

 
Id. at 3.  The Postal Service asserts that accounting costs forming the basis of the 

accrued costs that are subject to attribution preceded the PAEA and that “Congress in 

the PAEA simply codified the long-standing attribution approach that had been 

developed by the Commission prior to the PAEA.”  Id. at 3-4. 
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The Postal Service emphasizes the changes brought about by the PSRA, 

specifically emphasizing the lack of a requirement that the Postal Service pay retiree 

health benefit normal costs, and asserts that the “Mailers seek nothing less than to 

engage in a counterfactual exercise in which the Commission would ignore the intent of 

the PSRA and proceed as if the PAEA prefunding obligation had not been repealed.”  

Id. at 4-5.  The Postal Service represents that the Mailers’ argument that the Postal 

Service has always attributed retiree health benefit normal costs is only true with regard 

to the period since the enactment of the PAEA (when the prefunding requirements were 

in effect) and now that the PSRA has removed the prefunding obligation, it states that 

“the reliable causation standard precludes continued attribution of costs beyond the 

amounts that Congress prescribed.”  Id. at 5.  The Postal Service asserts that 

“established concrete [retiree health benefit] obligations . . . create . . . a causal linkage” 

and because Congress has repealed those obligations, “there is no reliable basis on 

which to assert such a linkage in the absence of those obligations.”  Id. at 6. 

The Postal Service also responds to PostCom’s comments concerning the lack 

of clarity as to why retiree health benefit normal costs were not included on the Postal 

Service’s balance sheet.  Id. at 6-8.  The Postal Service explains that the FY 2022 Form 

10-K clearly lays out that the Postal Service follows the multiemployer plan accounting 

procedures mandated by GAAP in FY 2022.  Id. at 8.  The Postal Service also argues 

that comments asserting that the Postal Service has acted inconsistently with its 

Accounting and Reporting Policy Handbook are erroneous.  Id. at 8 n.9. 

The Postal Service also objects to claims that retiree health benefit normal costs 

will be ignored moving forward.  Id. at 9.  The Postal Service explains that due to the 

PSRA, the expenses will not be ignored, “but will instead be reflected in [retiree health 

benefit] expenses in later years after those employees are retired” based “on actual 

premium expenses incurred when current employees become annuitants.”  Id. 

With regard to the claims that it is unfair that retiree health benefit normal costs 

not be attributed because firms engaging in worksharing still must account for future 

employee liabilities, the Postal Service states that it “was not aware that those firms 
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were prefunding their employees’ [retiree health benefit] costs, to the extent that they 

choose to offer retiree health coverage at all.”  Id.  In addition, the Postal Service states 

that “Congress did adjust the Postal Service’s obligations after previously imposing 

them” and that “[i]t is not unfair for the workshare cost estimates to be premised on the 

actual costs being paid by the Postal Service as directed by Congress.”  Id. at 10.  The 

Postal Service concludes that “[t]hat was the situation under the PAEA prefunding 

obligations, and that remains the situation now that the prefunding obligation has been 

repealed.”  Id. 

V. COMMISSION ANALYSIS 

A. Introduction 

Proceedings “to improve the quality, accuracy, or completeness of Postal Service 

data required by the Commission” may be initiated by the Commission if “the attribution 

of costs or revenues to products has become significantly inaccurate or can be 

significantly improved.”22  When a petition to change accepted analytical principles is 

filed by any party, the Commission’s general practice is to provide notice of the 

proposed changes as filed (without evaluation of the merits) and to initiate a rulemaking 

proceeding to evaluate the merits of the proposed changes.23  Thus, in Order No. 6430, 

the Commission provided notice of its intent to consider the merits of NPPC et al. 

 

22 39 U.S.C. § 3652(e)(2)(A).  See 39 C.F.R. § 3050.11(a).  There are two additional grounds for 
data improvement in 39 U.S.C. § 3652(e)(2).  The first is when “the quality of service data has become 
significantly inaccurate or can be significantly improved,” which is not raised by the Mailers and is plainly 
inapplicable here.  39 U.S.C. § 3652(e)(2)(B).  The second is when “such revisions are, in the judgment of 
the Commission, otherwise necessitated by the public interest.”  Id. § 3652(e)(2)(C).  Given that the 
Commission concludes that NPPC et al. Proposal One would not “improve the quality, accuracy, or 
completeness of Postal Service data required by the Commission” and that the Mailers raise no public 
interest grounds aside from “the quality, accuracy, [and] completeness” of cost attribution data, the 
Commission does not find that the Mailers’ proposed revisions are necessitated by the public interest.  
See id. 

23 See, e.g., Docket No. RM2022-11, Notice of Proposed Rulemaking on Analytical Principles 
Used in Periodic Reporting (Proposal Five), August 2, 2022 (Order No. 6242); Docket No. RM2022-10, 
Notice of Proposed Rulemaking on Analytical Principles Used in Periodic Reporting (Proposal Four), 
July 13, 2022 (Order No. 6225). 
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Proposal One consistent with its general practice.  Order No. 6430 at 30-31.  In 

determining whether to adopt or reject proposed changes, the Commission’s practice is 

to apply the statutory standard of 39 U.S.C. § 3652(e)(2) and adopt only proposals that 

it determines “improve the quality, accuracy, or completeness of Postal Service data 

required by the Commission.”24 

After review of the record before the Commission, the Commission finds that 

adoption of NPPC et al. Proposal One would not “improve the quality, accuracy, or 

completeness of Postal Service data required by the Commission” as compared to 

continuing to apply the current accepted analytical principles.  The primary issue raised 

by NPPC et al. Proposal One is whether elimination of the analytical principle that 

attributed retiree health benefit normal costs cannot exceed retiree health benefit 

accounting costs would “improve the quality, accuracy, or completeness of Postal 

Service data required by the Commission.”  The Mailers refer to this analytical principle 

as the accounting cost cap, and the Commission adopts that phrasing as well. 

In this section, the Commission first discusses the basis and rationale for the 

current accepted analytical approach and the accounting cost cap.  The Commission 

 

24 See 39 U.S.C. § 3652(e)(2).  See, e.g., Docket No. RM2022-11, Order Approving Analytical 
Principles Used in Periodic Reporting (Proposal Five), October 20, 2022, at 7-8 (Order No. 6307); Docket 
No. RM2022-10, Order Approving Analytical Principles Used in Periodic Reporting (Proposal Four), 
September 23, 2022, at 7-8 (Order No. 6279); Docket No. RM2020-9, Order Rejecting United Parcel 
Service, Inc.’s Proposed Changes to Postal Service Costing Methodologies (UPS Proposal One), 
November 29, 2021, at 12-13 (Order No. 6048).  See also 39 C.F.R. § 3050.11(a) (stating “[t]o improve 
the quality, accuracy, or completeness of the data or analysis of data contained in the Postal Service’s 
annual periodic reports to the Commission, the Commission, acting on its own behalf, may issue a notice 
of proceeding to change an accepted analytical principle.  In addition, any interested person, including the 
Postal Service or a public representative, may submit a petition to the Commission to initiate such a 
proceeding.”).  The Mailers argue that their proposal “would improve the quality, accuracy, and 
completeness of the data in the Postal Service’s periodic reports” when compared to the current accepted 
analytical principles and make various arguments as to why their proposal achieves the relevant 
standard.  Mailers’ Motion and Petition at 16.  See id. at 18; Mailers’ Comments at 14 (citing 39 C.F.R. § 
3050.11), 14-21.  The Commission notes that on at least one occasion, the Mailers also cite to 39 U.S.C. 
§ 3654(e).  Mailers’ Comments at 2.  See PostCom Comments at 1.  The Commission further notes that 
39 U.S.C. § 3654(e) contains essentially an identical standard (“to improve the quality, accuracy, or 
completeness of Postal Service data required under [39 U.S.C. § 3654]”) but concludes that 39 U.S.C. § 
3654 is not applicable to this proceeding as the changes proposed by the Mailers are changes in data 
reporting related to cost attribution rather than changes in the Postal Service’s required financial 
reporting. 
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then addresses the specific arguments raised by the Mailers and other commenters 

supporting their views that adoption of NPPC et al. Proposal One would “improve the 

quality, accuracy, or completeness of Postal Service data required by the Commission.”  

The Commission also addresses other arguments raised by commenters. 

B. The Basis and Rationale for the Current Accepted Analytical Approach 

Prior to the enactment of the PAEA in 2006, the Postal Service paid for retiree 

health benefits on a pay-as-you-go basis.  This meant the Postal Service paid for its 

portion of the health premiums incurred by its retired employees each year.  The Postal 

Service had no obligation to pay and made no payments for the health benefit costs that 

would be due in the future when its then-current employees retired and became entitled 

to receive health benefits in retirement. 

The PAEA dramatically changed the way the Postal Service was to fund health 

benefits for retired employees and created substantial new obligations for the Postal 

Service.  PAEA § 803.  Specifically, rather than being obligated to pay for the health 

benefits of current retirees as expenses came due, the PAEA required that the Postal 

Service make substantial annual retiree health benefit prefunding payments beginning 

in FY 2007 into the PSRHBF with the goal of fully funding the liability for future retiree 

health benefits by FY 2017.  Id.; Order No. 4257 at 37.  Those mandated statutory 

prefunding payments averaged $5.6 billion per year.25  Because the PSRHBF was 

expected to be at or near full funding by FY 2017, the PAEA ended the mandated 

statutory prefunding payments after FY 2016, and beginning in FY 2017, the PAEA 

instead obligated the Postal Service to pay retiree health benefit normal costs and to 

make amortization payments for the unfunded portion of the PSRHBF obligation.  

Former 5 U.S.C. § 8909a(d)(3)(B).  Thus, the intent of the PAEA was to have future 

retiree health benefit costs fully funded by FY 2017, and beginning in FY 2017, to 

 

25 PAEA § 803; former 5 U.S.C. § 8909a(d)(3)(A). 
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require annual payments to ensure future retiree health benefit obligations remained 

fully funded. 

Consistent with the change to require funding of future retiree health benefits 

brought on by the PAEA, beginning in FY 2007, the Postal Service had new expenses 

related to future retiree health benefits for which it had an obligation to pay (that it did 

not have prior to the PAEA).  Between FY 2007 and FY 2021, OPM annually calculated 

the amount due for the statutorily required funding of future retiree health benefits under 

the PAEA and provided the Postal Service with an invoice with that amount.26  That 

invoiced amount was entered as accrued accounting expenses on the National Trial 

Balance and the Postal Service’s balance sheet because the PAEA transformed future 

retiree health benefit costs into a current expense that was due and payable.  To put it 

another way, prior to the PAEA, future retiree health benefit costs existed in the sense 

that employees working during the pre-PAEA years earned the right to future retiree 

health benefits (i.e., there were economic retiree health benefit normal costs), but at that 

time, those economic costs were not required to be paid and were not current postal 

expenses, and therefore were not attributed to products.  They would in fact become 

expenses on the Postal Service’s National Trial Balance at some point in the future 

when they needed to be paid (i.e., when employees retired and premiums were due for 

those retired employees’ health care costs).  The PAEA changed this by mandating that 

the Postal Service make payments and incur expenses for current employees’ (i.e., 

future retirees’) future retiree health benefits beginning in FY 2007.  Thus, the PAEA 

changed the economic costs of future retiree health benefits from solely economic costs 

 

26 For years FY 2007 to FY 2016 payments were due in accordance with the fixed payment 
schedule required by 5 U.S.C. § 8909a(3)(a).  Beginning in FY 2017, payments were due in accordance 
with 5 U.S.C. § 8909a(2)(B).  See Docket No. RM2017-3, Notice of Supplemental Information, August 10, 
2017, at 2; United States Postal Service, 2019 Report on Form 10-K, November 14, 2019, at 77, 79, 
available at https://www.prc.gov/docs/111/111026/2019%2011-14%2010-K%20X.pdf; Docket No. 
ACR2020, Library Reference USPS-FY20-17, December 29, 2020, folder “FY20.17.Annual.Report.zip,” 
folder “OPM Funding Determinations,” PDF file “USPS PSRHBF Letter for FY20.pdf;” Docket No. 
ACR2021, Library Reference USPS-FY21-17, December 29, 2021, folder “FY21.17.Annual.Report.zip,” 
folder “OPM Funding Determinations,” PDF file “PSRHBF FY21 Payment_Request_Letter_July 
2021_Final signed.pdf.” 
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without an actual current expense or obligation to pay into accounting costs with an 

associated annual current expense and obligation to pay accruing to the Postal 

Service’s accounting books. 

With the new requirements that the Postal Service prefund future retiree health 

benefits after the enactment of the PAEA, the Postal Service took steps to attribute and 

distribute to products the future costs for retiree health benefits for the first time 

“prompted and enabled by provisions of the PAEA concerning Postal Service funding of 

these benefits.”27  The Postal Service explained that pre-PAEA, attribution for retiree 

health benefits was based on the payment schedule for those costs because the 

payments were the best available measure of costs incurred.  Docket No. RM2007-1, 

Postal Service Comments at 29.  The Postal Service noted that the PAEA, in mandating 

statutory prefunding payments through FY 2016 in recognition of past underfunding and 

requiring accelerated payments, “breaks any perceived link between the payment 

schedule and how the costs are incurred.”28  The Postal Service cautioned that using 

the payment amounts may over-attribute costs due to the accelerated payments and 

suggested that using “how those costs are earned” was “[t]he more practical, moderate 

approach.”  Docket No. RM2007-1, Postal Service Comments at 30.  Thus, in the FY 

2007 ACR, the Postal Service attributed retiree health benefit normal costs to products 

 

27 Docket No. ACR2007, FY 2007 Treatment of Retiree Health Benefits at 1.  This document 
describes the treatment the Postal Service gave future retiree health benefit costs in its first ACR filing 
after the passage of the PAEA.  In that document, the Postal Service stated “[t]his new treatment of 
retiree related costs and the basis for it was provided by the Postal Service in Docket No. RM2007-1 
comments ‘Initial Comments Of The United States Postal Service On The Second Advance Notice of 
Proposed Rulemaking’ filed June 18, 2007, pp. 28-30.”  Id. at 1 n.1.  For that reason, the Postal Service’s 
comments in Docket No. RM2007-1 are particularly relevant to providing context for the choices and the 
analytical principles applied to the treatment of retiree health benefit costs after the enactment of the 
PAEA.  See Docket No. RM2007-1, Initial Comments of the United States Postal Service on the Second 
Advance Notice of Proposed Rulemaking, June 18, 2007, at 28-30 (Docket No. RM2007-1, Postal 
Service Comments). 

28 Id.  While the Mailers represent that the breakage of any link between the payment schedule 
and costs incurred was due to the cost causation provisions of the PAEA, it is clear the Postal Service’s 
comments “squarely indicated that the root of the noted severance was the PAEA’s putting ‘a new 
payment system in place’ by replacing pay-as-you-go with prefunding.”  Postal Service Response at 8 
n.2.  See Mailers’ Motion and Petition at 6-7; Docket No. RM2007-1, Postal Service Comments at 29. 
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in the same proportions as direct labor costs.29  In proposing this approach, the Postal 

Service recognized that unlike the pre-PAEA approach, the post-PAEA approach did 

not attribute accounting costs directly.30  As a result, the Postal Service set forth the 

analytical principle that the attributed economic costs and accounting costs reported in 

the Postal Service’s accounting books must be reconciled “with the primary concern 

being that the attributed ‘economic’ costs not exceed the accounting costs[, which] can 

be addressed by setting the accounting costs as a ceiling that the attributed costs may 

not exceed.”  Docket No. RM2007-1, Postal Service Comments at 30. 

The rationale for the accounting cost cap is that the Postal Service’s accounting 

costs as measured by the accounting systems capture all of the expenses the Postal 

Service is obligated to pay in a given fiscal year.  These costs accrue to the Postal 

Service’s accounting books because there is an actual expense and obligation.  At its 

essence, the accounting cost cap ensures that costs that are attributed bear a 

relationship to the actual obligations required to be accrued and paid.  As explained in 

more detail in Section V.C.1., infra, because attributed costs can have direct effects on 

 

29 In the FY 2007 ACR, the Postal Service began with the total accounting costs related to retiree 
health benefits (i.e., the employer premiums and mandated statutory prefunding requirements), which 
were divided into a “current year” amount that was attributed to products in the same proportions as direct 
labor costs and a “prior year” amount, which was treated as an institutional cost.  Docket No. ACR2007, 
FY 2007 Treatment of Retiree Health Benefits at 1.  The Postal Service determined the “current year” 
amount using the retiree health benefit normal costs since that was the best way “to identify the benefits 
earned during the FY by current employees” and it then attributed those costs to products in the same 
proportions as direct labor costs, with the rest being categorized as institutional costs.  Id. at 1-2.  The 
Mailers argue that “regardless of the particular funding requirement in effect in each year and the size of 
that year’s invoice, in its annual compliance reports, the Postal Service has always attributed incremental 
[retiree health benefit] normal costs to products by dividing the accounting cost into current year [retiree 
health benefit] costs and prior year costs, and categorizing the former as either attributable or institutional 
according to established methodologies not at issue in this proceeding.”  Mailers’ Comments at 8.  The 
Commission notes that this is true insofar as both annual compliance reports and the prefunding of future 
retiree health benefits were required as a result of the PAEA.  As explained above, prior to the PAEA, 
economic retiree health benefit normal costs were not attributed nor was the prefunding of future retiree 
health benefits required. 

30 As the Commission stated in Order No. 6430, accounting costs do not always align with 
economic costs but “[e]conomic cost analysis is relevant to the determination of attributable costs in some 
circumstances because it can identify and measure costs with a causal relationship to a product or group 
of products (as it has in the case of retiree health benefit normal costs).”  Order No. 6430 at 20-21. 
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the Postal Service’s prices, it would be both unfair and illogical to require changes in 

prices based on attributed costs that do not have a corollary accounting cost and that 

the Postal Service does not actually bear or have any obligation to pay.  In this way, 

allowing attributed economic costs to exceed associated accounting costs would also 

make the attribution of costs to products less accurate because attributing costs that the 

Postal Service is not bearing would result in products appearing to cause higher 

expenses than they actually do in a given fiscal year.  Thus, the accounting cost cap is 

designed to ensure that costs that are attributed have a corollary expense accrued in 

the Postal Service’s accounting books, so there is a clear tie to an actual expense and 

obligation. 

The changes to the Postal Service’s obligations related to future retiree health 

benefits due to the enactment of the PSRA further demonstrate the rationale for the 

accounting cost cap.  As explained above, the PAEA’s primary objective with regard to 

retiree health benefits was to require the Postal Service to prepay future retiree health 

benefits such that health benefits for future retirees (including current employees’ future 

benefits) would be fully funded by FY 2017 and remain fully funded thereafter.  The 

PSRA repealed all of these obligations beginning in FY 2022, thus eliminating the 

required annual future retiree health benefit payments.  PSRA § 102. 

Under the requirements of the PSRA, the Postal Service is instead required to 

pay into the PSRHBF for current retiree health care costs equal to the excess of the 

cost of annual claims over premiums.  The Postal Service will not, however, be required 

to make these payments until OPM computes whether “top up” payments are due 

(which will occur no later than June 30, 2026) or the PSRHBF is exhausted.  Thus, no 

retiree health benefit payments were due in FY 2022, and none are expected for at least 

the next several years while benefits for current retirees are funded through the 

PSRHBF.  As a result, the Postal Service has no obligation or expense related to retiree 

health benefits in FY 2022, and therefore, accounting costs for retiree health benefits 

(for both current and future retirees) are zero in FY 2022. 
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Once retiree health benefit payments are required, the Postal Service will 

continue to have no obligation to pay for future retiree health benefits (including retiree 

health benefit normal costs).  Because the PSRA reenacted a pay-as-you-go approach 

to paying for retiree health benefits, the only obligation the Postal Service will incur 

under the PSRA is the costs for current retirees’ health benefits in a given fiscal year.  

To put it another way, while the PAEA put the liability and expense for the payment of 

future retiree health benefits into the Postal Service’s accounting books on an annual 

basis, the PSRA had the opposite effect of removing these liabilities and expenses from 

the Postal Service’s accounting books by repealing the Postal Service’s immediate 

obligation to pay these costs.  As under the pre-PAEA pay-as-you-go regime, the Postal 

Service will eventually incur accounting costs for current employees’ retiree health 

benefits at some point in the future when these employees retire and expenses become 

due for those now-retired employees’ health care costs.  However, until that occurs, the 

Postal Service is under no obligation to pay and there is no current expense related to 

current employees’ future retiree health benefits, including retiree health benefits normal 

costs, due to the PSRA. 

C. NPPC et al. Proposal One Does Not Meet the Standard for Adoption of a 
Proposal 

Despite the fact that the PSRA plainly eliminated any required payments or 

expenses related to retiree health benefits in FY 2022, the Mailers seek to ensure that 

future retiree health benefit costs in the form of economic retiree health benefit normal 

costs are still attributed to products in FY 2022 as they were under the PAEA regime.  

To do this, the Mailers must demonstrate that their approach would “improve the quality, 

accuracy, or completeness of Postal Service data required by the Commission.”  39 

U.S.C. § 3652(e)(2)(A). 

The Mailers and other commenters supporting NPPC et al. Proposal One raise 

four primary arguments to support their views that NPPC et al. Proposal One would 

meet the statutory standard: (1) economic costs indicate the true costs of postal 
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operations; (2) the accounting cost cap is contrary to the causality-based standard for 

cost attribution in 39 U.S.C. § 3622(c)(2) and § 3631(b); (3) the accounting cost cap 

conflicts with accrual accounting; and (4) economic costs are necessary to implement 

ECP for workshare discounts.  See Mailers’ Comments at 15-21.  The Commission 

addresses each of these arguments below and finds that none demonstrate that NPPC 

et al. Proposal One would “improve the quality, accuracy, or completeness of Postal 

Service data required by the Commission” as compared to the current analytical 

approach. 

1. Economic Costs Are Not the “True” Costs of the Postal Service 

The Mailers argue that economic costs reflect “the true costs of postal 

operations” because they “indicate the true resources used (including employees) by 

the Postal Service in providing services, regardless of when the [Postal] Service is 

obligated to pay for those costs.”  Mailers’ Comments at 15.  The Mailers assert that if 

the economic retiree health benefit normal costs were attributed at a level consistent 

with recent years, they would increase FY 2022 attributable costs by approximately $2.6 

billion, which in turn “would improve the accuracy and completeness of product costs 

reported in the annual compliance report . . ., enabling a more accurate assessment of 

the Postal Service’s operational cost performance” and “allowing for apples-to-apples 

comparisons of product costs between FY 2022 and previous years.”  Id. at 16. 

It is undisputed that retiree health benefit normal costs exist in FY 2022 in the 

sense that economic costs include costs for benefits as benefits are earned, and current 

employees earned the right to future health benefits when they retire by virtue of their 

work in FY 2022.  Order No. 6430 at 23-24; Postal Service Response at 9.  However, 

under the PSRA, the Postal Service has no obligation to accrue expenses or make any 

payments for future retiree health benefits reflecting normal costs (or any other future 
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retiree health costs), and in FY 2022, there are no costs due and payable related to 

retiree health benefits.31 

Without any obligation to pay or related expense, the Commission finds 

attributing these economic costs to products would not lead to more complete or 

accurate product costs, enable a more accurate assessment of cost performance, or 

allow for better quality comparisons of product costs between fiscal years.  Instead, 

including and attributing economic costs for which the Postal Service has no expense or 

obligation to pay would artificially inflate the attributable costs associated with individual 

mail classes and products. 

This would reduce the accuracy and quality of year-over-year comparison of cost 

data rather than improve it.  In prior years, retiree health benefit normal costs were 

attributed because the Postal Service had an expense for and was obligated to pay 

future retiree health benefit costs.  Thus, including and attributing retiree health benefit 

normal costs ensured that cost data for individual products and classes reflected the 

true expenses that the Postal Service was currently obligated to pay.  However, given 

that the Postal Service no longer has a current expense for or an obligation to pay such 

costs, excluding costs for which there is no obligation to pay allows for more direct year-

over-year cost comparisons where the cost data for individual products and classes 

continue to reflect the true accrued current expenses of the Postal Service’s operations.  

In a direct and measurable way, the PSRA caused a decrease in the Postal Service’s 

costs in FY 2022, and excluding the costs not incurred (i.e., the economic retiree health 

 

31 There are other non-accounting “costs” that exist by virtue of the Postal Service’s operations 
that do not accrue to the Postal Service’s accounting books and therefore are not attributed.  For 
example, the Postal Service increases traffic and pollution through its delivery vehicles and trucks, but it 
would not be appropriate to include costs related to them on the Postal Service’s accounting books given 
there is no obligation to pay those costs or related expenses.  While the Mailers solely focus on the one 
type of non-accounting costs they believe should be attributed, their arguments could be applied to any 
number of “costs” for which there is no corollary accounting cost.  As the Postal Service states, “[t]here 
are no limits to the hypothetical exercises that could be pursued in which various counterfactual scenarios 
can be contemplated with the purpose of estimating what postal accrued [expenses] or attributable costs 
could be or should be under circumstances other than those that exist in the fiscal year being reported.”  
Postal Service Reply Comments at 3. 
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benefit normal costs) allows the FY 2022 cost data to appropriately and accurately 

reflect the decrease in the Postal Service’s costs due to the PSRA. 

The Commission also notes that 39 U.S.C. §§ 3652 and 3653 do not require the 

Commission to complete year-over-year comparisons or analysis of historical trends as 

part of the ACD.  Each year’s ACR presents data that reflect the revenue generated and 

costs incurred in that fiscal year, as calculated using the accepted analytical principles. 

Changes from one year to the next reflect the effects of many factors such as demand, 

input prices, operational changes, and legal obligations, in addition to changes in 

accepted analytical principles.  Identifying factors that may have had a substantial 

impact can assist with interpreting the changes between years, but it is not necessary to 

adjust for such effects for prior years to be comparable. 

Including and attributing retiree health benefit normal costs would not only 

decrease the accuracy and comparative quality of the cost data, by not reflecting the 

actual legal change to the fundamental nature of the payment system for retiree health 

benefits intended by Congress, but it could also illogically and unfairly force the prices 

mailers pay for certain products to increase based on these costs that the Postal 

Service does not bear or have an obligation to pay.  Both Market Dominant and 

Competitive products are required to cover their attributable costs and are reviewed for 

compliance with these requirements annually by the Commission in the ACD.32 

The Market Dominant ratemaking system has several rules applicable to Market 

Dominant classes and products that do not cover their attributable costs.  Specifically, 

39 C.F.R. part 3030, subpart G provides the Postal Service with an additional 2 

percentage points of rate authority annually for any class of mail where the attributable 

 

32 See 39 U.S.C. §§ 3622(c)(2), 3633(a)(2), 3653(b)(1), (c).  See also Docket No. ACR2021, 
Annual Compliance Determination, March 29, 2022 (FY 2021 ACD).  Postal Service products are 
characterized as either Market Dominant or Competitive. 39 U.S.C. § 3642(b)(1).  Market Dominant 
products are those products over which the Postal Service exercises sufficient market power to effectively 
set prices substantially above costs, raise prices significantly, decrease quality, or decrease output, 
without risk of losing a significant level of business to other firms offering similar products.  Id.  
Competitive products consist of all other Postal Service products.  Id. 
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cost for that class exceeds the revenue from that class.33  The use of this additional rate 

authority is optional and may be implemented at the Postal Service’s discretion, but the 

Postal Service has elected to use this authority when available to date.  Id.  In addition, 

the regulations provide that the rates for products that do not cover their attributable 

costs cannot be reduced.  Id. § 3030.127(b).  Further, for products that do not cover 

their attributable costs in classes that do cover their attributable costs overall, the Postal 

Service is required to increase rates for those products by a minimum of 2 percentage 

points above the average increase for that class whenever it files a rate adjustment 

affecting that class of mail.  Id. § 3030.221.  Except when exceptional circumstances 

apply, the Commission generally uses the findings of the most recent ACD to determine 

whether a product or class covers its attributable costs.34 

Competitive products are required to cover their attributable costs by 39 U.S.C. 

§ 3633(a)(2).  Before new prices are approved, the Commission evaluates whether 

proposed prices are likely to cover attributable costs, and then annually in the ACD, the 

Commission reviews whether each Competitive product was in compliance with 39 

U.S.C. § 3633(a)(2) and orders remedial action if necessary.  See, e.g., FY 2021 ACD 

at 84-86.  Thus, the attributable costs for each Competitive product directly factor into 

the prices the Postal Service is permitted to charge regardless of market forces and 

competition. 

Due to these requirements, attributable costs play a critical role in the pricing of 

both Market Dominant and Competitive products and have a direct effect on prices of 

certain products (i.e., those that do not cover their attributable costs or that are within 

classes that do not cover their attributable costs).  Attributing costs that are not actual 

expenses or obligations of the Postal Service would cause cost coverages for products 

 

33 39 C.F.R. § 3030.222(a).  There are five Market Dominant classes of mail: First-Class Mail, 
USPS Marketing Mail, Periodicals, Package Services, and Special Services.  Each class consists of 
multiple products. 

34 Docket No. R2023-1, Order on Price Adjustments for First-Class Mail, USPS Marketing Mail, 
Periodicals, Package Services, and Special Services Products and Related Mail Classification Changes, 
November 28, 2022, at 39 n.34 (Order No. 6341). 
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and classes to appear lower than they otherwise would if those costs were not attributed 

all else being equal.  This may also cause some products or classes to appear to fail to 

cover their attributable costs when they otherwise would cover their attributable costs if 

those costs had not been attributed.  This could lead to increased prices (either through 

increased rate authority for non-compensatory classes or pricing requirements for 

Market Dominant and Competitive products that do not cover their attributable costs).  

Given these potential pricing effects, it would be both illogical and unfair to require (as 

the NPPC et al. Proposal One would) that attributable costs be inflated by costs the 

Postal Service does not bear or have any obligation to pay.  To put it another way, there 

is an inherent unfairness in imposing costs on certain mailers (through higher prices and 

increased rate authority) that the Postal Service itself does not have to pay and that do 

not factor into the actual current expenses the Postal Service must bear in providing 

products and services.  It is clear then that adopting the approach advocated by the 

Mailers would not improve the quality, accuracy, or completeness of Postal Service data 

required by the Commission. 

2. The Accounting Cost Cap is Consistent with the Causality-Based 
Standard of the PAEA 

The Mailers and Panzar argue that the accounting cost cap is contrary to the 

statutory causality standard for cost attribution.  Mailers’ Comments at 16-18; Mailers’ 

Reply Comments at 2-3; Panzar Statement at 2, 5-6.  Specifically, they point to 39 

U.S.C. §§ 3622(c)(2) and 3631(b),35 where “costs attributable” are defined as “the direct 

and indirect postal costs attributable to [products] through reliably identified causal 

relationships” and assert that this requires that costs with a reliably identified causal 

relationship to a specific product be attributed.  See 39 U.S.C. §§ 3622(c)(2), 3631(b).  

The Mailers point to the statutory tests in 39 U.S.C. §§ 3622(c)(2), 3633(a)(1), and 

3633(a)(2) that require that Market Dominant and Competitive products individually 

 

35 Mailers’ Comments at 16; Panzar Statement at 5-6.  See PSA Comments at 3-4. 
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cover their attributable costs and prohibit the subsidization of Competitive products by 

Market Dominant products as well as 39 C.F.R. § 3035.107(b) and assert these tests 

“cannot accurately be conducted” if retiree health benefit normal costs are excluded 

from product costs.36 

Attributable costs are statutorily defined as “the direct and indirect postal costs 

attributable to . . . product[s] through reliably identified causal relationships.”37  As this 

statutory definition makes clear, attributable costs are the subset of postal costs that 

can be traced to products based on reliably identified causal relationships.38  Cost is 

commonly understood to be “the amount or equivalent paid or charged for something” 

and “the amount of money needed to buy, do, or make something.”39  Thus, applying 

the plain meaning, postal cost means accounting cost as accounting cost is the amount 

of money needed to cover the expenses of providing postal services in a given fiscal 

year and represents the amounts “charged” to the Postal Service’s books for its 

expenses.40 

 

36 Mailers’ Comments at 17-18.  See Mailers’ Motion and Petition at 17. 

37 39 U.S.C. § 3631(b) (emphasis added).  Although 39 U.S.C. § 3631(b) applies to Competitive 
products, the same definition is considered to apply to Market Dominant products as well.  See 39 U.S.C. 
§ 3622(c)(2). 

38 All Postal Service costs are classified as either attributable or institutional costs.  Attributable 
costs are costs that are assigned to products on the basis of reliably identified causal relationships.  
Institutional costs are the residual costs that cannot be attributed. 

39 See Merriam-Webster Dictionary, available at https://www.merriam-
webster.com/dictionary/cost; Cambridge Dictionary, available at 
https://dictionary.cambridge.org/us/dictionary/english/cost. 

40 Even if a court were to consider the statutory term “postal cost” ambiguous, the Commission’s 
approach is both “a permissible construction of the statute” and “reasonable.”  Chevron, U.S.A. Inc. v. 
Nat. Res. Def. Council, Inc., 467 U.S. 837, 843-44 (1984).  The Commission notes that in addition to the 
term “postal costs” unambiguously meaning “accounting costs,” that definition is also consistent with how 
the term “postal costs” is generally understood as a matter of postal cost accounting.  See, e.g., United 
States Postal Service, Summary Description of USPS Development of Costs by Segments and 
Components, Fiscal Year 2021; Narrative Explanation of Econometric Demand Equations for Market 
Dominant Products Filed with Postal Regulatory Commission on January 20, 2022; and Narrative E, July 
1, 2022, ZIP file “Summary Description FY2021.zip,” file “PREF-21.docx,” at i, available at 
https://www.prc.gov/dockets/document/122196 (stating “Postal costs are developed and presented 
annually. . . .  Costs are derived from the postal system of accounts.”). 
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In the case of future retiree health benefits, as explained in Section V.B., supra, 

such costs were included in the pool of postal costs (i.e., total accounting costs) 

between FY 2007 and FY 2021 because the Postal Service had an expense for and an 

obligation to prepay future retiree health benefits during those years pursuant to the 

PAEA.  Thus, in accordance with the statutory definition of attributable costs, it was 

appropriate to attribute future retiree health benefit costs (in the form of retiree health 

benefit normal costs) to products based on reliably identified causal relationships 

because there were future retiree health benefit costs included in the total pool of postal 

costs of which attributable costs are a subset.41  As also explained in Section V.B., 

supra, the PSRA repealed the obligation that the Postal Service prepay future retiree 

health benefits beginning in FY 2022, and as a result, no future retiree health benefit 

costs (nor any retiree health benefit costs whatsoever) are included in the pool of total 

postal costs of which attributable costs are a subset in FY 2022.  Without any future 

retiree health benefit costs included in total postal costs in FY 2022, there are no future 

retiree health benefit costs to attribute in accordance with the statutory definition of 

attributable cost. 

  

 

41 As discussed in Section V.B., supra, the approach to attributing future retiree health benefit 
costs (by using retiree health benefit normal costs) did not attribute accounting costs directly, while prior 
to the PAEA, the accounting costs were the costs directly used as the basis for attribution.  As also 
explained in Section V.B., supra, this occurred because the future retiree health benefit accounting costs 
after the PAEA included substantial prefunding requirements (such that future retiree health benefits 
would be fully prefunded within 10 years) that could not appropriately be considered as a “current year” 
cost in a given fiscal year.  However, given that future retiree health benefits were accounting costs 
following the enactment of the PAEA, it was appropriate to look for ways in which such costs could be 
attributed as “current year” costs through reliably identified causal relationships.  Retiree health benefit 
normal costs were found to be appropriate costs to use as a basis for attribution because they were future 
retiree health benefit costs applicable to the “current year’s” provision of postal services and bore reliably 
identified causal relationships to products.  As the Commission stated in Order No. 6430, accounting 
costs do not always align with economic costs, but economic costs can be “relevant to the determination 
of attributable costs in some circumstances because [they] can identify and measure costs with a causal 
relationship to a product or group of products (as [has been] the case [with] retiree health benefit normal 
costs).”  Order No. 6430 at 20-21. 
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To put it another way, the statutory definition of attributable costs contains two 

separate requirements that must be met before a cost can be attributed: (1) the cost 

proposed to be attributed must have an associated accounting cost in a given fiscal 

year (i.e., be a part of the pool of total postal costs of which attributable costs are a 

subset); and (2) the cost proposed to be attributed must bear a reliably identified causal 

relationship to the product or products to which it is being attributed.  The Mailers focus 

on the second requirement and fail to acknowledge the first.42  At its essence, the 

accounting cost cap serves as the analytical principle that enforces the first 

requirement.  Because the accounting cost cap sets accounting costs as a ceiling that 

attributed costs cannot exceed, the accounting cost cap prevents the attribution of 

economic costs in excess of accounting costs.  It also has the effect of ensuring that 

costs that have no corollary in total postal costs (i.e., total accounting costs) are not 

attributed as is the case with future retiree health benefit costs in FY 2022.  In these 

ways, the accounting cost cap is not only consistent with the definition of attributable 

cost in 39 U.S.C. §§ 3631(b) and 3622(c)(2), but it serves to ensure that costs are 

attributed only when they are part of the pool of total postal costs as required by the 

statutory language. 

The Commission’s view of 39 U.S.C. §§ 3631(b) and 3622(c)(2) is consistent 

with the long-standing approach to postal costing.  As even the Mailers have 

acknowledged, the total postal costs that form the basis of the pool of costs from which 

attributable costs are derived are the accrued costs of the Postal Service reflected in the 

 

42 The Mailers’ approach also implies that a different definition of postal costs in 39 U.S.C. 
§§ 3631(b) and 3622(c)(2) applies to retiree health benefits than to other cost segments and components.  
See Mailers’ Comments at 3; PostCom Comments at 4.  This is because the Mailers propose that retiree 
health benefit normal costs be attributed in FY 2022 without any accounting cost related to retiree health 
benefits and that the accounting cost cap be eliminated for the cost component related to retiree health 
benefits but for no other cost components.  See Mailers’ Comments at 3; PostCom Comments at 4.  The 
Commission does not believe that the phrasing of attributable costs as a subset of total postal costs in 39 
U.S.C. §§ 3631(b) and 3622(c)(2) would support differing definitions of postal costs to be applied in 
different cost components as the Mailers’ approach would necessitate. 
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National Trial Balance (i.e., the accounting costs).43  The Postal Service’s accounting 

systems record these costs and then the costs flow through the CRA and cost 

segments and components, where costs are attributed to the extent they have reliably 

identified causal relationships to products. 

This approach to postal costing preceded the PAEA and the codification of the 

definition of attributable cost in 39 U.S.C. §§ 3631(b) and 3622(c)(2) and has 

consistently continued to be used since the enactment of the PAEA given that the 

PAEA’s definition of attributable cost in 39 U.S.C. §§ 3631(b) and 3622(c)(2) has been 

widely understood as codifying the pre-PAEA approach to cost attribution.44  Prior to the 

PAEA, the Postal Service and Commission used accounting costs as the foundation for 

 

43 Mailers’ Motion and Petition at 4 (stating “[a]s the Commission knows, accrued costs as 
reflected in the trial balance (submitted in each ACR and therefore an analytical principle) form the basis 
of costs by cost segments and components.  The accrual in each segment in the trial balance matches 
exactly the segment cost in the cost segments and components (CSCs).  This information forms the basis 
of the [Cost and Revenue Analysis (CRA)] and ACR upon which the Commission bases its annual 
compliance determinations.”).  See Docket No. RM2016-2, Order Concerning United Parcel Service, 
Inc.’s Proposed Changes to Postal Service Costing Methodologies (UPS Proposals One, Two, and 
Three), September 9, 2016, at 9 (Order No. 3506) (stating the process for determining volume-variable 
attributable costs begins with “divid[ing] accrued costs among cost segments and components”). 

44 See Postal Service Reply Comments at 4 (citing Docket Nos. RM2017-1 and RM2022-2, Order 
Finalizing Rule Relating to the Institutional Cost Contribution Requirement for Competitive Products, 
January 9, 2023, at 31 n.37 (Order No. 6399)).  See also H.R. Rep. 109-66, pt. 1, at 47 (2005) 
(“Subsection 3622(c) requires that, in establishing or revising the new system, the Commission shall take 
into account certain factors, which are modeled after the rate and classification factors found in sections 
3622 and 3623 of current law.  These factors include . . . the direct and indirect postal costs attributable to 
each class or type of mail service . . . .”); id. at 49 (“In addressing the attributable costs, the Commission 
should continue to focus on the need to have reliable indicators of cost causality. This committee heard 
testimony from differing viewpoints, with some urging a higher attribution of costs. The goal of the 
Commission should be a technically correct result, placing accuracy above achieving a particular 
outcome of higher or lower attribution.”); S. Rep. 108-318, at 9 (2004) (“In designing the regulatory 
structure, the Postal Regulatory Commission shall take into account twelve factors. These factors 
encompass the current pricing and classification criteria [39 U.S.C. 3622(b) and 3623(c)] used by the 
Postal Rate Commission to evaluate the Postal Service's Governors' rate and classification requests. The 
Committee believes that these factors have served a useful role in evaluating rate and classification 
changes under the current regulatory structure and will provide similar policy guidance for the 
development of the new regulatory system.”); id. (“The existing regulatory structure focuses considerable 
attention on ascertaining what postal costs could reliably be said to have been incurred to provide which 
specific postal services. Current law requires that the rates for each class of mail and type of service be 
set so as to recover the direct and indirect costs that were caused by that class or type, in addition to 
providing a reasonable contribution toward institutional costs.”). 
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assigning costs to “subclasses.”  As the Commission explained in a summary of the 

process generally used: 

The process that produces the estimates in the CRA takes dollars 
from hundreds of subaccounts in the Postal Service’s Books of 
Account and assigns them to one of hundreds of ‘functional’ cost 
components.  (Functional costs are viewed as economic costs).  
Costs in the various functional components are analyzed to see 
how they vary with mail volume.  The volume variable part is then 
distributed to subclasses according to piece counts or other 
‘distribution keys’ that imply subclass causation. 

The Postal Service’s estimates of the costs and revenues 
generated by each subclass of mail are derived from the intricate 
rules that it uses to convert its accounting costs to functional costs, 
apply variability percentages to functional costs, and distribute the 
variable portion to subclasses.45 

 
When the PAEA was enacted, the Commission continued to use the same approach to 

cost causation, beginning with the accounting costs flowing through to the cost 

segments and components and using attribution principles to attribute and distribute 

those costs to products.46 

The fact that attributable costs must be a subset of total accounting costs is not 

only consistent with 39 U.S.C. §§ 3631(b) and 3622(c)(2) and the Postal Service’s and 

Commission’s longstanding approach to postal costing, but it is also consistent with the 

practical reasons for why the PAEA calls for costs to be attributed in the first place.  As 

the Mailers note, attributable costs are used in the various tests of 39 U.S.C. 

§§ 3622(c)(2), 3633(a)(1), and 3633(a)(2), which require that Market Dominant classes 

and Competitive products cover their attributable costs and that Competitive products 

 

45 Docket No. RM2003-3, Final Rule on Periodic Reporting Requirements, November 3, 2003, at 
21-22 (Order No. 1386). 

46 See Docket No. RM2008-4, Notice of Final Rule Prescribing Form and Content of Periodic 
Reports, April 16, 2009, at 2 (Order No. 203) (stating that “[t]he Postal Service commends the rules for 
leaving the existing financial reporting structure essentially intact while adapting it from a subclass-based 
format to a product-based format.  It notes that the fundamental building blocks of cost reporting will 
remain the same, separating accrued costs into segments, applying variability studies to form pools of 
attributable costs, and using data collection systems to distribute those pools to products, as summarized 
in the Cost and Revenue Analysis (CRA) Report and the Cost Segments and Components (CSC) 
Report.”). 
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as a whole are not subsidized by Market Dominant products.47  As discussed in Section 

V.C.1., supra, including and attributing economic costs for which the Postal Service has 

no expense or obligation to pay would artificially inflate the attributable costs used in 

these statutory tests, and thus make it more likely that products fail these statutory 

tests.  As also explained in Section V.C.1., supra, there are pricing consequences for 

products and mail classes that fail to cover their attributable costs.  And, although it has 

not previously happened, if the Commission were to find that Competitive products were 

subsidized by Market Dominant products in violation of 39 U.S.C. § 3633(a)(1), there 

could also be substantial pricing ramifications for Competitive products as a whole as 

the Commission would have to take appropriate action to bring Competitive products 

into compliance.  See 39 U.S.C. §§ 3653(b), (c), 3662(c).  The purpose of cost 

attribution and the statutory tests of 39 U.S.C. §§ 3622(c)(2), 3633(a)(1), and 3633(a)(2) 

is to ensure that Postal Service’s revenues are covering the costs of products, mail 

classes, and Competitive products as a whole.  To mandate the attribution of costs that 

the Postal Service (and therefore the individual products, mail classes, and Competitive 

products collectively) are not bearing and the Postal Service is not required to pay (as 

NPPC et al. Proposal One would do) would distort the value of and intention underlying 

these tests by inflating the attributable costs used in the tests with costs for which there 

is no corresponding obligation or expense.  Thus, the accounting cost cap also furthers 

the intent behind these statutory tests by ensuring that the costs used to determine 

whether individual products, mail classes, and Competitive products collectively are 

covering their costs accurately reflect the costs the Postal Service is obligated to pay 

 

47 Mailers’ Comments at 17.  The Mailers also point to 39 C.F.R. § 3035.107(b) and argue that 
the Commission cannot properly determine if a Competitive product covers its attributable costs 
consistent with this rule without attributing retiree health benefit normal costs.  Id. at 17-18.  The 
Commission notes that the rule begins “[e]ach competitive product must recover its attributable costs as 
defined in 39 U.S.C. § 3631(b)” and then defines attributable costs “[p]ursuant to 39 U.S.C. § 3631(b).”  
As explained above, because 39 U.S.C. § 3631(b) limits the costs that can be attributed to “postal costs,” 
which are the accrued accounting costs of the Postal Service, not attributing retiree health benefit normal 
costs in FY 2022 is consistent with 39 U.S.C. § 3631(b).  Thus, the Commission should not attribute 
retiree health benefit normal costs in order to properly determine if a Competitive product covers its 
attributable costs in accordance with 39 C.F.R. § 3035.107(b) in FY 2022. 
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and has expenses for in a given fiscal year (and are not based on an inflated group of 

costs for which there is no current expense or obligation to pay). 

PSA argues that the PSRA did not change the causality-based cost attribution 

requirements of the PAEA, and as a result, retiree health benefit normal costs should be 

attributed as they have been in the past because retiree health benefit normal costs in 

FY 2022 still have reliably identified causal relationships to products and “are no less 

caused by products” than they were in prior years.  PSA Comments at 3.  PSA is correct 

that the PSRA did not change the causality-based attribution requirements of 39 U.S.C. 

§§ 3622(c)(2) and 3631(b).  PSA is also correct that retiree health benefit normal costs 

continue to have reliably identified causal relationships to products.  However, as 

explained above, before one considers whether costs have a reliably identified causal 

relationship to products and attributes those costs, one must first assess whether there 

is a postal cost (i.e., accounting cost) associated with the costs being considered for 

attribution.  Due to the PSRA, in FY 2022, there were no retiree health benefit costs in 

the total pool of postal costs.  This contrasts sharply with the FY 2007 to FY 2021 period 

when the PAEA accrued the liability and expense for the payment of future retiree 

health benefits in the Postal Service’s accounting books on an annual basis, which 

resulted in retiree health benefit normal costs being attributed.  See Section V.B., supra. 

3. The Postal Service’s Treatment of Retiree Health Benefits Costs in 
FY 2022 is Consistent with GAAP 

The Mailers argue that the accounting cost cap conflicts with accrual accounting 

and the Postal Service’s Accounting and Reporting Policy Handbook because “the 

accrual basis of accounting dictates that the Postal Service record revenues when 

earned and expenses when incurred, regardless of when the related assets and 

liabilities are collected or paid.”48  The Mailers assert that retiree health benefits are 

 

48 Mailers’ Comments at 18 (emphasis omitted) (citing United States Postal Service, Handbook F-
1, Accounting and Reporting Policy, January 2015, at 3 (Handbook F-1)).  See Mailers’ Reply Comments 
at 3; PostCom Comments at 5-6. 
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earned as employees work and therefore should be incurred at that time because at 

that point the Postal Service is obligated to pay those costs.  Mailers’ Comments at 18-

19.  The Mailers claim that “[t]he more accurate position for accrual accounting is that 

the expenses are incurred as employees work, not when an invoice for those costs 

eventually arrives[,]” which in turn would make the Postal Service’s periodic reports 

more accurate by tying costs to when employees earn benefits.  Id. at 19.  PostCom 

similarly questions why the Postal Service did not treat retiree health benefit normal 

costs as accounting costs (incurring them when an employee works) as it believes 

accrual accounting requires.  PostCom Comments at 4-6.  PostCom argues that “[a]t a 

minimum, the Commission must investigate and explain why the Postal Service has not 

identified the normal costs as expenses.”  Id. at 6. 

As a preliminary matter, the Commission notes that the Postal Service’s 

accounting practices are consistent with GAAP, which are largely considered the 

standard accounting practices.  Handbook F-1 at 3.  GAAP is “a common set of 

accounting rules, requirements, and practices issued by the Financial Accounting 

Standards Board (FASB) and the Governmental Accounting Standards Board (GASB)” 

and “sets out to standardize the classifications, assumptions and procedures used in 

accounting in industries across the US.”49  GAAP prefers that accrual accounting is 

used as a general practice, which as the Mailers’ quotation of the Postal Service’s 

Accounting and Reporting Policy Handbook indicates, requires that revenues be 

recorded when earned and expenses when incurred.  Handbook F-1 at 3.  As the 

Mailers state, the Postal Service has adopted the accrual basis of accounting.  Id.  

While accrual accounting governs the general practice for the timing of accounting for 

revenues and expenses, the more detailed accounting rules, requirements, and 

practices of GAAP govern when expenses are incurred under specific circumstances. 

 

49 Office of Justice Programs Territories Financial Support Center, Generally Accepted 
Accounting Principles (GAAP) Guide Sheet, at 1, available at 
https://www.ojp.gov/sites/g/files/xyckuh241/files/media/document/GAAP_Guide_Sheet_508.pdf. 
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The Mailers’ and PostCom’s arguments misinterpret what the GAAP accounting 

standards require in this instance.  Retirees of the Postal Service are eligible to 

participate in the Federal Employees Health Benefit (FEHB) Plan, which is administered 

by OPM for both the Postal Service and all other federal agencies.50  As explained in 

the FY 2022 Form 10-K, under GAAP, this plan is considered a multiemployer plan 

because the Postal Service “cannot direct the costs, benefits, or funding requirements” 

as OPM controls all facets of the plan.51  The FY 2022 Form 10-K further explains that 

the plan is “accounted for using multiemployer plan accounting rules, and expenses are 

recorded in the period in which the contributions are due and payable.”  FY 2022 Form 

10-K at 52.  Thus, with no contributions due and payable in FY 2022, there are no 

expenses incurred related to retiree health benefits in FY 2022 in accordance with the 

GAAP rules governing multiemployer plans.52  This treatment is also consistent with 

how the Postal Service’s Accounting and Reporting Policy Handbook proposes 

accounting for retiree health benefits.  The Handbook states “Corporate Accounting is 

responsible for monthly recording via journal voucher of retiree health benefits 

expenses based on OPM billings.  Accounting Services is responsible for matching 

 

50 See United States General Accounting Office, Financial Reporting, Accounting for the Postal 
Service’s Postretirement Health Care Costs, May 1992, at 2, available at 
https://www.gao.gov/assets/afmd-92-32.pdf (GAO Report). 

51 United States Postal Service, FY 2022 Form 10-K Report, November 10, 2022, at 52, available 
at https://www.prc.gov/docs/123/123407/2022%2011-10%20Final%2010-K.pdf (FY 2022 Form 10-K).  
The Commission notes that the FY 2022 Form 10-K’s financial statements (including those related to 
retiree health benefits) were independently audited by a registered public accounting firm and found to be 
in accordance with GAAP.  FY 2022 Form 10-K at 43.  For a discussion of what constitutes a 
multiemployer plan, see GAO Report at 3.  For the detailed GAAP accounting rules applying to 
postretirement benefits other than pensions, including multiemployer plans, see FASB, Statement of 
Financial Accounting Standards No. 106 (FAS 106), Employers’ Accounting for Postretirement Benefits 
Other Than Pensions, December 1990, available at 
https://fasb.org/Page/ShowPdf?path=fas106.pdf&title=FAS+106+%28AS+ISSUED%29&acceptedDisclai
mer=true&Submit=. 

52 The Commission notes that if the FEHB Plan was considered a single-employer or multiple-
employer plan, the Postal Service would use accrual accounting to recognize costs as employees earn 
the benefits.  See GAO Report at 3-4.  However, because the FEHB Plan is unquestionably a 
multiemployer plan, the accounting rules for multiemployer plans appropriately apply.  See id. at 5. 
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OPM records to Postal Service payroll data files for comparability in support of 

Corporate Accounting evaluation of the OPM billings.”  Handbook F-1 at 67. 

Given that the FEHB Plan is a multiemployer plan and that specific GAAP rules 

govern when expenses for multiemployer plans are incurred, the Commission 

concludes that the Postal Service’s treatment of retiree health benefit normal costs in 

FY 2022 was appropriate, consistent with GAAP, and accurately reflects the PSRA’s 

removal of the obligation for the Postal Service to pay or incur any future retiree health 

benefits.  The Postal Service incurring retiree health benefit costs as employees earn 

them, as the Mailers advocate for, would bring the Postal Service out of compliance with 

the standards governing accounting for multiemployer plans such as the FEHB Plan 

and GAAP and therefore would not constitute an improvement or make the Postal 

Service’s financial reporting more accurate.53 

4. Attributing Economic Costs Would Not Improve the Accuracy of the 
Pricing of Workshare Discounts 

The Mailers assert that failing to attribute retiree health benefit normal costs has 

“real world negative consequences” because it would result in erroneous and 

underestimated cost avoidances for workshare discounts, which would result in less 

efficient workshare discounts.  Mailers’ Motion and Petition at 8-9, 16-17; Mailers’ 

Comments at 20.  They assert this harm would be lasting even if the normal costs were 

attributed in a future year.  Mailers’ Motion and Petition at 9, 17; Mailers’ Comments at 

21.  The Mailers claim that attributing retiree health benefit normal costs as proposed by 

 

53 The Commission also notes that even if NPPC et al. Proposal One were approved, as 
proposed, it would not bring about changes to the Postal Service’s accounting practices (and thus, the 
improvements in consistency with accrual accounting the Mailers envision) because NPPC et al. Proposal 
One proposes changes to the accrual of retiree health benefit normal costs in the regulatory costing files 
rather than in the Postal Service’s accounting books.  See Mailers’ Comments at 3.  Moreover, in order to 
reconcile total regulatory accrued costs with total accounting accrued costs, the Mailers propose to 
introduce a negative institutional cost adjustment to offset the attributed retiree health benefit normal 
costs each year.  Mailers’ Comments at 4.  This would artificially reduce reported institutional costs, 
distorting analysis of the Postal Service’s cost structure including the institutional cost ratio used in the 
calculation of density rate authority.  See 39 C.F.R. § 3030.162. 
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NPPC et al. Proposal One would improve the accuracy of workshare cost avoidances 

“by providing the most accurate information to implement [ECP]” because “[a]pplying 

ECP correctly requires accurate postal costs,” which the Mailers claim must include 

economic costs as those costs would disappear if mailers performed the work.54  

Panzar argues that “[t]he timing of the expenses incurred by the Postal Service (or the 

mailers) in obtaining today’s labor services plays no role in the efficiency calculation.”  

Panzar Statement at 8. 

A workshare discount is a discount that a mailer receives for additional 

preparation of a mailpiece, such as presorting, prebarcoding, handling, or transportation 

because the mailer relieves the Postal Service of the cost of performing those activities.  

39 U.S.C. § 3622(e)(1).  For example, if a mailer transports its mail to a Postal Service 

processing facility closer to the mail’s final destination, it receives a discount on those 

mailpieces because the mailer, rather than the Postal Service, bore the costs of 

transporting the mail closer to its destination.  Similarly, if a mailer sorts its mail by 3- or 

5-Digit ZIP Code, it receives a discount because it performs mail processing operations 

the Postal Service would otherwise have to perform. 

Cost avoidances or avoided costs are terms that refer to the amount that the 

worksharing activity would cost the Postal Service to perform if it were to perform the 

activity instead of the mailer.  Attributable costs are used to determine cost avoidances, 

and thus, the higher the attributable costs associated with a worksharing activity, the 

higher the associated avoided costs.  ECP is shorthand for the idea that workshare 

discounts are most efficiently priced when workshare discounts are set equal to avoided 

costs.  Order No. 4257 at 131, 135-36.  This is the most efficient outcome because 

when a discount equals its avoided cost, it promotes the entity (i.e., the Postal Service 

or the mailer) who can prepare the mail at the lowest cost doing the work.  See id. at 

 

54 Mailers’ Comments at 19-20.  Panzar makes the same arguments stating that ECP requires 
that attributable costs include “all of the Postal Service costs that would disappear if the mailer performed 
the work instead[,]” which he asserts includes retiree health benefit normal costs because they represent 
the costs of workers performing a task today.  Panzar Statement at 7-8. 
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131.  The relationship between workshare discounts and avoided costs is usually 

expressed as a percentage called a passthrough, which is calculated by dividing the 

discount by the avoided cost.  A workshare discount that fully reflects ECP has a 

passthrough equal to 100 percent. 

Workshare discounts are primarily regulated through rate adjustment 

proceedings where several specific regulatory provisions govern the pricing 

requirements for workshare discounts.  See 39 C.F.R. part 3030, subpart J.  If a 

workshare discount is equal to the avoided cost, the size of the discount cannot be 

changed.  39 C.F.R. § 3030.282(a).  If a workshare discount exceeds the avoided cost, 

then the size of the discount cannot be increased.  Id. § 3030.282(b).  Likewise, if a 

workshare discount is less than the avoided cost, then the size of the discount cannot 

be decreased.  Id. § 3030.282(c).  The avoided cost used in a rate adjustment 

proceeding generally refers to the avoided cost calculated in the most recent ACD.  Id. § 

3030.280. 

In addition, the Commission’s regulations provide specific limitations on how 

workshare discounts that do not equal the avoided cost can be set.  Workshare 

discounts can only be set to exceed avoided cost in a rate adjustment proceeding if 

certain perimeters are met.  Id. § 3030.283.  In most situations, if a workshare discount 

exceeds the avoided cost prior to a rate adjustment proceeding, the Postal Service 

chooses to reduce the discount in accordance with 39 C.F.R. § 3030.283(c) in the 

subsequent rate adjustment proceeding.  Workshare discounts that are less than their 

avoided costs are also only permissible if certain perimeters are met.  Id. § 3030.284.  

In most situations, if a workshare discount is less than the avoided cost prior to a rate 

adjustment proceeding, the Postal Service chooses to either increase the discount in 

accordance with 39 C.F.R. § 3030.284(c) or ensure the passthrough for the proposed 

workshare discount is at least 85 percent consistent with 39 C.F.R. § 3030.284(e).  

Although the Postal Service maintains some pricing flexibility over workshare discounts 

and is not required to set workshare discounts that precisely adhere to ECP (i.e., have 
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passthroughs that equal 100 percent), the regulations seek to incrementally promote 

workshare discounts’ movement toward ECP.55 

Due to the application of the regulations discussed above in rate adjustment 

proceedings, workshare discounts are another area where attributable costs have 

pricing effects.  The crux of the Mailers’ concern is that not attributing retiree health 

benefit normal costs reduces attributable costs, which in turn results in lower avoided 

costs and potentially lower workshare discounts than would be calculated if retiree 

health benefit normal costs were included in attributable costs.  For example, a 

workshare discount that exceeds avoided costs and therefore would be likely to be 

required to be reduced in a subsequent rate adjustment proceeding may not exceed 

avoided costs if retiree health benefit normal costs were included in the calculation of 

attributable costs.  Similarly, a workshare discount that has a passthrough that exceeds 

85 percent may have a lower passthrough (and therefore necessitate a raised 

workshare discount) if retiree health benefit normal costs were included in the 

calculation.  The Mailers view retiree health benefit normal costs as part of avoided 

costs because they assert those costs would disappear if the mailers performed the 

work. 

The Commission agrees with the Mailers that it is important that accurate costs 

be used to calculate avoided costs and set workshare discounts and that ECP is 

premised on the accuracy of the calculation of avoided costs.  The Commission also 

agrees that failure to accurately calculate avoided costs potentially has lasting effects as 

previous workshare discounts and the cost avoidances calculated in each ACD are 

used as the basis for applying the workshare discount pricing regulations in each 

subsequent rate adjustment proceeding.  The Commission disagrees, however, that the 

most accurate costs to use to calculate avoided costs include attributed retiree health 

benefit normal costs in FY 2022. 

 

55 See Docket No. RM2017-3, Revised Notice of Proposed Rulemaking, December 5, 2019, at 
176 (Order No. 5337). 
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As discussed previously, due to the PSRA, the Postal Service did not bear any 

costs, have any obligation to pay, or incur any expenses for future retiree health 

benefits (including retiree health benefit normal costs) in FY 2022.  Under the PSRA, 

the Postal Service will pay health benefit costs for current retirees on a pay-as-you-go 

basis once OPM computes whether “top up” payments are due (which will occur no later 

than June 30, 2026) or the PSRHBF is exhausted.  Once retiree health benefit 

payments are required, the Postal Service will continue to have no obligation to pay for 

future retiree health benefits (including retiree health benefit normal costs).  Those costs 

will eventually be covered when now-current employees retire (and become retirees) 

and therefore will be included in the pay-as-you-go payment amounts. 

As discussed in Section V.C.1., supra, without any obligation to pay or a related 

expense, the Commission finds attributing these economic costs to products would not 

lead to more complete or accurate product costs and including and attributing economic 

costs that the Postal Service has no expense for or obligation to pay would artificially 

inflate attributable costs.  This in turn would also inflate the avoided cost calculations for 

workshare discounts because attributable costs are used in the calculation of avoided 

costs.  To put it another way, attributing retiree health benefit normal costs would make 

avoided costs appear higher than the costs the Postal Service avoided in a given fiscal 

year because it would include retiree health benefit normal costs in the avoided costs 

when there were no incurred normal costs for the Postal Service to avoid in the 

provision of those services because it had no expense for them or obligation to pay 

them in the first place.56 

 

56 The Mailers separately argue that attributing retiree health benefit normal costs promotes 
pricing fairness because private mail preparation firms incur employee liabilities that are not absolved by 
Congress.  Mailers’ Comments at 21.  As the Postal Service noted, offering retiree health coverage is 
uncommon and the Postal Service was not aware of any mailing firm prefunding retiree health benefit 
costs.  Postal Service Reply Comments at 9.  See FY 2022 Form 10-K at 32 (stating that the pay-as-you-
go approach to funding retiree health benefits is “similar to most other federal agencies and private-sector 
businesses”).  The Mailers also do not represent that any such firms provide or prefund retiree health 
benefits.  Without the prefunding of retiree health benefits, the Mailers are not in a comparable situation 
with similar liabilities that could be absolved by Congress.  The Commission also notes that it is not unfair 
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Because the regulatory scheme governing the pricing of workshare discounts 

relies on avoided costs, inflated avoided costs would affect the setting of workshare 

discounts.  As described in Section V.C.1., supra, attributing retiree health benefit 

normal costs could illogically and unfairly force the prices mailers pay for certain 

products to increase.  In a similar way, using attributed retiree health benefit normal 

costs in the calculation of avoided costs could force the Postal Service to offer higher 

discounts (to better align with the inflated avoided costs) when there are no normal 

costs being avoided (because there are no accounting costs for future retiree health 

benefits in FY 2022).57  This would force the Postal Service to give a larger discount for 

 

for cost avoidances to be premised on costs that the Postal Service has an obligation to pay as those 
costs most accurately reflect the costs the Postal Services avoids when mailers engage in worksharing 
activities. 

57 The Mailers discuss this issue in their reply comments but frame it differently.  Mailers’ Reply 
Comments at 3-5.  In those comments, the Mailers argue that the “real world consequences” of failing to 
attribute retiree health benefit normal costs is demonstrated through the FY 2022 ACR, where they assert 
the omission of attributed retiree health benefit normal costs caused “material changes to workshare 
discount passthroughs compared to if those costs were included.”  Id. at 3.  The Mailers point to several 
workshare discounts that they assert appear to have larger passthroughs than the Mailers believe they 
actually do due to the failure to attribute retiree health benefit normal costs and assert that if retiree health 
benefit normal costs were attributed, different pricing requirements would apply than will apply to the 
workshare discounts as presented in the FY 2022 ACR that apply the current accepted analytical 
principles.  Id. at 4-5.  See Panzar Statement at 9.  The Commission agrees with the Mailers insofar as 
they argue that whether or not retiree health benefit normal costs are attributed would have pricing effects 
on some workshare discounts.  This is because, as explained above, attributing retiree health benefit 
normal costs in FY 2022 would inflate avoided costs, which in turn would result in lower calculated 
passthroughs for workshare discounts than were calculated in the FY 2022 ACR.  Depending on what 
those lower calculated passthroughs were, different pricing rules in accordance with 39 C.F.R. part 3030, 
subpart J would possibly have applied in the next rate adjustment proceeding.  The Commission also 
notes this effect is not unique to the question of attribution of retiree health benefit normal costs and 
would occur any time attributable costs decline, which can occur for a multitude of reasons including 
changes in analytical principles, improved efficiency, changes in volume, and decreased costs (either 
within or outside of the Postal Service’s control). 

The Mailers also appear to view the changes in workshare discount passthroughs between the 
most recent rate adjustment proceeding and the FY 2022 ACR as problematic.  Mailers’ Reply Comments 
at 4-5.  The Commission notes that avoided costs for each workshare discount are calculated each year 
as part of the ACR and ACD, and that in accordance with 39 C.F.R. § 3030.280, the avoided costs used 
in a rate adjustment proceeding are those from the most recent ACD.  In the most recent rate adjustment 
proceeding, avoided costs from the FY 2021 ACD were used as the FY 2022 avoided costs were not yet 
established.  Given the fluctuations in costs that occur each year for the many reasons previously 
discussed, it is not surprising and is, in fact, expected that cost avoidances, and therefore workshare 
discount passthroughs, will differ when using cost avoidances from different fiscal years to compare 
workshare discounts. See PR Comments at 11 (discussing reasons for fluctuations in cost avoidances). 
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a cost that it does not accrue and that is not actually avoided because the Postal 

Service is not paying that cost.  Ultimately, the Commission concludes that the more 

accurate attributable costs to use in the calculation of avoided costs in FY 2022 are 

those that do not include attributed retiree health benefit normal costs as they are a 

better reflection of the costs the Postal Service actually avoided in FY 2022 when the 

mailer engaged in a worksharing activity. 

D. Other Arguments Raised by Commenters 

PostCom criticizes that the Commission did not discuss the accounting cost cap 

in Order No. 6363 and that it was not raised until Order No. 6430.  PostCom Comments 

at 2.  PostCom alleges that reliance on the accounting cost cap in Order No. 6430 

created difficulties for the Mailers “as they had no opportunity to tailor their petition to 

this ruling, nor work through all the implications of a potential change in this principle.”  

Id.   

The Commission notes that the Mailers’ request for reconsideration of Order No. 

6363 provided the Commission with the opportunity to elaborate on Order No. 6363’s 

explanation and application of the current accepted analytical principles.  Order No. 

6430 at 15.  As part of its elaboration, the Commission explained how the accounting 

cost cap contributed to the application of the current accepted analytical principles set 

out in Order No. 6363.  Id. at 24.  In Order No. 6363, the Commission made clear that 

accounting costs control what costs are considered to be incurred by the Postal Service 

for reporting purposes, which is what the accounting cost cap does when it is applied.  

See Order No. 6363 at 10.  In addition to elaborating on its explanation of the current 

accepted analytical principles, in Order No. 6430, the Commission granted the Mailers’ 

request that the Commission initiate a rulemaking proceeding to consider the merits of 

the Mailers’ proposal to change the current accepted analytical principles.  Order No. 

6430 at 30-31.  As part of that notice, the Commission established a comment deadline 

for comments on the proposal.  Id. at 31. 
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In response to that comment deadline, the Mailers filed extensive comments on 

February 8, 2023.  The Mailers acknowledged that although it was atypical for a 

proponent of a proposal to file comments, their comments were warranted “in light of the 

extensive discussion in Order No. 6430.”  Mailers’ Comments at 1 n.1.  The Mailers 

provided more detailed development of their proposal in light of Order No. 6430 as well 

as extensive further argument related to why they believe the proposal represents an 

improvement in the quality, accuracy, or completeness of the data contained in periodic 

reporting.  Id. at 2-12, 14-21.  In addition to the Mailers’ Comments and PostCom 

Comments, the Mailers also attached a separate statement in support of their 

comments drafted by Panzar.  See Panzar Statement.   

The Mailers themselves do not argue that they did not have the opportunity to 

tailor their petition to Order No. 6430 or otherwise respond to the order presumably 

because the Mailers’ Comments and Panzar Statement do just that.58  In addition, had 

the Mailers (or PostCom individually) believed that additional time or other procedural 

changes were necessary to allow full development of their proposal, the Mailers (or 

PostCom individually) could have timely filed motions requesting additional time, 

discovery, or other alterations to the proceeding in accordance with the Commission’s 

procedural rules.  See, e.g., 39 C.F.R. §§ 3010.160(a), 3010.162, 3010.170(e), 

3050.11(c).  No such motions were filed in this proceeding. 

PostCom and the Mailers comment that the accounting cost cap principle only 

previously appeared in the Docket No. RM2007-1, Postal Service Comments and had 

not been previously stated or discussed by the Commission prior to Order No. 6430.  

 

58 The Commission also notes that PostCom’s claim that the accounting cost cap was first raised 
in Order No. 6430 is not factually correct.  First, the accounting cost cap is raised in the Docket No. 
RM2007-1, Postal Service Comments, which are cited to and discussed in the Mailers’ Motion and 
Petition.  See Mailers’ Motion and Petition at 6-8; Docket No. RM2007-1, Postal Service Comments at 30.  
Although the accounting cost cap is omitted from the discussion in the Mailers’ Motion and Petition, the 
Mailers cite to the page where the accounting cost cap is discussed.  See Mailers’ Motion and Petition at 
8 (citing Docket No. RM2007-1, Postal Service Comments at 30).  Second, the Postal Service brought up 
the accounting cost cap directly in the Postal Service Response.  Postal Service Response at 20-21.  The 
Mailers filed reply comments responding to the Postal Service Response in advance of Order No. 6430’s 
issuance, but did not address the accounting cost cap.  See Mailers’ Reply Comments. 
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Mailers’ Comments at 12; PostCom Comments at 2-3.  PostCom claims that there is no 

indication in Docket No. RM2007-1 that the Commission intended to incorporate the 

accounting cost cap into the analytical principles to be used in regulatory reporting.  

PostCom Comments at 3. 

Like the Mailers and PostCom, the Commission is not aware of the Commission 

enunciating the accounting cost cap analytical principle in detail prior to Order No. 6430.  

The Commission, however, determines that the Docket No. RM2007-1, Postal Service 

Comments are relevant for two primary reasons.  First, in the Mailers’ Motion and 

Petition, the Mailers substantially focused on the Docket No. RM2007-1, Postal Service 

Comments in their advocacy of what the current analytical principles related to retiree 

health benefits were.  Mailers’ Motion and Petition at 6-8.  However, the Mailers 

completely omitted the Postal Service’s inclusion of the accounting cost cap in the 

discussion of what principles were expected to be applied.59  Second, and more 

importantly, as explained in n.31, supra, in its first ACR filing after the enactment of the 

PAEA, the Postal Service provided an explanation of its treatment of retiree health 

benefit costs in that proceeding.  See Docket No. ACR2007, FY 2007 Treatment of 

Retiree Health Benefits.  In that document, the Postal Service stated “[t]his new 

treatment of retiree related costs and the basis for it was provided by the Postal Service 

in Docket No. RM2007-1 comments ‘Initial Comments Of The United States Postal 

Service On The Second Advance Notice of Proposed Rulemaking’ filed June 18, 2007, 

pp. 28-30.”  Id. at 1 n.1.  It is on page 30 of that document that the Postal Service 

articulated the accounting cost cap principle, stating that: 

[I]t will be necessary to reconcile the economic and accounting 
costs reported in the Postal Service statements, with the primary 
concern being that the attributed ‘economic’ costs not exceed the 
accounting costs.  This can be addressed by setting the accounting 
costs as a ceiling that the attributed costs may not exceed. 

 

 

59 See id.; Docket No. RM2007-1, Postal Service Comments at 30. 
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Docket No. RM2007-1, Postal Service Comments at 30.  The reference in the Docket 

No. ACR2007, FY 2007 Treatment of Retiree Health Benefits document clearly 

indicates that the FY 2007 ACR intended to incorporate the accounting cost cap into the 

analytical principles that would be applied to the treatment of retiree health benefit 

costs.  This indicates that at the time, the Postal Service and the Commission 

contemplated the accounting cost cap to be part of the analytical principles to be 

applied to retiree health benefit costs following the PAEA.  There is no further 

discussion of this analytical principle and no record of this analytical principle being 

applied until FY 2022 because the facts necessitating the application of the accounting 

cost cap had not previously arisen.  That does not mean, however, that principle was 

not among those long contemplated to apply to the treatment of retiree health benefit 

normal costs.  As explained in Sections V.B. and V.C., supra, the history of payment 

requirements for retiree health benefit costs, the various pieces of legislation that have 

affected those payment requirements, and the statutory language related to cost 

attribution and how attributable costs are used in pricing all support the application of 

the accounting cost cap to ensure that costs that are attributed are reflective of the 

costs that the Postal Service actually bears and has an obligation to pay. 

E. Conclusion 

In determining whether to approve a proposal to change current accepted 

analytical principles, the Commission assesses whether the proposal would “improve 

the quality, accuracy, or completeness of Postal Service data required by the 

Commission.”  39 U.S.C. § 3652(e)(2).  NPPC et al. Proposal One seeks to change the 

accepted analytical principles such that retiree health benefit normal costs would be 

included in regulatory reporting and attributed to products.  As discussed above, the 

current accepted analytical principles would not include and attribute retiree health 

benefit costs in FY 2022 because the Postal Service has no expenses for and no 

obligation to pay any retiree health benefit costs in FY 2022.  With no expenses or 

obligation to pay retiree health benefit costs, not attributing such costs best reflects the 
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intent of the PSRA to absolve the Postal Service of all requirements to prefund future 

retiree health benefits.  In addition, the Commission finds that attributing costs for which 

there is no actual expense in a given fiscal year would result in less accurate costing 

data, could cause illogical and unfair pricing effects, would not improve the quality of the 

comparability of data across fiscal years, and is inconsistent with the PAEA’s cost 

causation standards.  Further, as the Commission discusses in Section V.C., supra, the 

arguments raised in the record that claim NPPC et al. Proposal One would “improve the 

quality, accuracy, or completeness of Postal Service data” fail to show that the 

proposed approach is an improvement over the current methodology.  Thus, the 

Commission concludes that NPPC et al. Proposal One would not “improve the quality, 

accuracy, or completeness of Postal Service data” and declines to adopt the changes to 

the accepted analytical principles proposed by NPPC et al. Proposal One. 

VI. ORDERING PARAGRAPH 

It is ordered: 

For the purposes of periodic reporting to the Commission, including for FY 2022, 

the changes to the accepted analytical principles proposed by NPPC et al. Proposal 

One are hereby rejected. 

By the Commission. 
 
 
 

Erica A. Barker 
Secretary 


