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1. INTRODUCTION 

On February 9, 2011, the Postal Service (“USPS”) filed notice of a change in 

prices pursuant to an amendment to Priority Mail Contract 12 (“Notice”).1  The Notice 

seeks approval of an amendment to the prices for Priority Contract 12 while keeping the 

contract’s existing duration.2  The USPS states that the price amendment will become 

effective the day the Commission completes its review of the Notice.3  In response to 

                                            
1 Notice of United States Postal Service of Change in Prices Pursuant to Amendment to Priority Mail 
Contract 12, February 9, 2011 (“Notice”). 
2 Priority Mail Contract 12 was originally approved in this docket by Order No. 232, Order Concerning 
Priority Mail Contract 12 Negoiated Service Agreement, July 1, 2009. 
3 Notice at 1. 
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Order 671,4 the Public Representative hereby comments on the USPS Notice of 

Change in Prices Pursuant to Amendment to Priority Mail Contract 12.   

 

2. DISCUSSION 

 This amendment adds a paragraph to the original contract for packages weighing 

less than 16 ounces, for a period of three months or when the USPS offering of First-

Class Mail Commercial Plus is approved by the Commission and generally available in 

the marketplace, there will be new customized mail prices and volume minimums for 

packages meeting certain characteristics. 

 The Public Representative has examined all the documents including the 

unredacted worksheets the USPS submitted under seal regarding this Priority mail 

shipping services contract amendment.  It appears this instant Priority contract  covers 

attributable costs and would not be cross subsidized by market dominant products.  

However, in the worksheet tabbed “Inputs” and entitled “FY 2010 Priority Mail Data” 

within the workbook “SupportPriority_FY10_V2_Public.xls”, there appears to be a new 

mail processing cost avoidance item that was not present in the original contract.  The 

line item is specified as Cancellation and Post Office Outgoing Cost Avoidance per 

Piece. Although, this seemingly new cost avoidance does not appear to change cost 

coverage significantly, it should be explained by the USPS to ensure a more accurate 

evaluation by the Commission of this amendment of the shipping services contract 

regarding Priority mail service. 

 

                                            
4 Commission Order 671, Notice and Order Concerning Amendment to Priority Mail Contract 12 
Negotiated Service Agreement, February 11, 2011. 



3. ACCOUNTABILITY AND CONFIDENTIALLY  

The Notice contains a foundation for maintaining confidentiality concerning 

pricing, methods which enable discounted pricing, the attendant formulae and other 

contractual terms which are matters of commercial sensitivity.  It appears that the USPS 

has concisely justified the extent of confidentiality appropriate in this matter, providing a 

brief explanation for maintaining the confidentiality of each aspect of the matters 

remaining under seal. 

The instant Priority Mail contract classification is based upon a formula approved 

by the Board of Governors, in which cost coverage is defined by a ratio between total 

contract revenue and total contract cost.  This, in turn, is capped at a percentage 

demonstrated to comply with title 39 provisions.   

For a competitive product pricing schedule not of general applicability,5 the USPS 

must demonstrate that the contract will be in compliance with 39 USC 3633(a):  It will 

not allow market dominant products to subsidize competitive products, it will ensure that 

each competitive product covers its attributable costs; and enable competitive products 

as a whole to cover their costs (contributing a minimum of 5.5 percent to the USPS’s 

total institutional costs).  The USPS appears to meet that burden. 

   

4. CONCLUSION  

It appears that the proposed Priority contract pricing amendment is consistent 

with the policies of 39 U.S.C. 3632, 3622, 3642, and 39 CFR part 3015.  The Public 

Representative concludes that the pricing adjustments in the present Priority Mail 

                                            
5 See 39 CFR 3015.5.  



Contract 12 comports with provisions of title 39, and the structure of the contract 

appears to enable the generation of a positive net contribution precluding the cross 

subsidization of competitive products by market dominant products.6   

The Public Representative respectfully submits the preceding Comments for the 

Commission’s consideration. 

 

                               ___________________   

  Diane K. Monaco 
  Public Representative 
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6 39 CFR 3015.7(c). 


