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The United States Postal Service hereby requests an exemption from the 

$10,000,000 yearly revenue limitation for the market test of its experimental competitive 

product, Customized Delivery.  Section 3641 of Title 39, United States Code, 

establishes authority for the Postal Service to conduct market tests of experimental 

products.  The Commission authorized the Customized Delivery market test in Order 

No. 2224 (October 23, 2014), and authorized its extension for an additional year in 

Order No. 3543 (September 23, 2016).  The market test is set to expire on October 31, 

2017.   

The Postal Service also hereby provides notice that, as part of this Request, it is 

today filing certain portions of this document and its supporting workpapers under seal, 

because they include commercially sensitive information pertaining to the Postal 

Service’s actual and expected revenue and costs for this market test.  The Postal 

Service incorporates by reference the original Application for Non-Public Treatment in 

this docket, for the protection of this material.   
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 Under Section 3641, a product may only be tested under this section if the total 

revenues received by the Postal Service do not exceed $10,000,000, as adjusted for 

the change in the Consumer Price Index for All Urban Consumers (CPI-U) for the 

previous fiscal year (the “$10 Million Adjusted Limitation”), in any year of the market 

test.  39 U.S.C. §§ 3641(e)(1), (g); 39 C.F.R. § 3035.15.  However, the Commission 

may, upon written application of the Postal Service, exempt the market test from the 

$10 Million Adjusted Limitation, if the total revenues received by the Postal Service from 

the product do not exceed $50,000,000 (as adjusted for the change in the CPI-U) (the 

“$50 Million Adjusted Limitation”), in any year of the market test.  Based on the formulas 

provided in the Commission’s regulations, the Postal Service calculates the $10 Million 

Adjusted Limitation for Fiscal Year (FY) 2017 at $11,170,163, and the $50 Million 

Adjusted Limitation for FY 2017 at $55,850,815.1  Thus, FY 2017 revenue from the 

Customized Delivery market test may not exceed $11,170,163, unless the Commission 

grants an exemption from the $10 Million Adjusted Limitation, and in no event may such 

revenue exceed $55,850,815.   

In reviewing a request for an exemption from the revenue limitation, the 

Commission “shall approve” the application if it determines that (A) the product is likely 

to benefit the public and meet an expected demand; (B) the product is likely to 

contribute to the financial stability of the Postal Service; and (C) the product is not likely 

to result in unfair or otherwise inappropriate competition.  39 U.S.C. § 3641(e)(2); see 

                                                 
1 See 39 C.F.R. §§ 3035.15 & 3035.16(a)-(d).  The $10 Million Adjusted Limitation was calculated as 
follows:  $10,000,000 * (239.6/214.5) = $11,170,163, where 239.6 is the Recent Average calculated by 
summing the 12 monthly CPI-U values for the previous fiscal year, 2016, and dividing the sum by 12.  
Similarly, the $50 Million Adjusted Limitation was calculated as follows:  $50,000,000 * (239.6/214.5) = 
$55,850,815.   
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also 39 C.F.R. § 3035.16(f)(1).  In addition, the Commission’s regulations require that 

as part of its submission, the Postal Service: 

(2) Calculate the total revenue received by the Postal Service from the market 
test for each fiscal year the market test has been in operation, and provide 
supporting documentation;  

(3) Estimate the additional revenue that is anticipated by the Postal Service for 
each fiscal year remaining on the market test, including any extension period 
granted by the Commission in accordance with § 3035.11(c), and provide 
supporting documentation; and  

(4) Quantify the product specific costs associated with the development of the 
market test; that is, costs incurred before the market test is implemented.   

39 C.F.R. § 3035.16(f)(2)-(4).   

In its initial Notice for the Customized Delivery market test, the Postal Service 

included a request for an exemption from the $10 Million Adjusted Limitation, based on 

its then-current projections of expected revenue.2  The Commission denied the request 

as premature, but added that the Postal Service “may resubmit its request for an 

exemption . . . once it collects sufficient data to calculate the total revenue received and 

estimate the additional revenue anticipated for each fiscal year of the market test.”3   

The Postal Service now has the data available to make the calculations 

requested by the Commission in Order No. 2224.   Moreover, Customized Delivery 

usage has grown in recent months.  If the current demand for Customized Delivery 

continues, the Postal Service anticipates that it will reach the $10 Million Adjusted 

Limitation for FY 2017 by approximately early June of 2017.  Accordingly, the Postal 

                                                 
2 Notice of the United States Postal Service of Market Test of Experimental Product – Customized 
Delivery, at 7 (Sept. 23, 2014) [hereinafter, “Initial Notice of Market Test”].   
3 Order No. 2224, Order Authorizing Customized Delivery Market Test, at 18 (Oct. 23, 2014).   
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Service requests that the Commission grant an exemption from the limitation for FY 

2017.   

Customized Delivery Background, Revenue and Cost Information 

“Customized Delivery” is an experimental package delivery service that offers 

delivery of groceries and other prepackaged goods within a customized delivery 

window, such as 3 a.m. to 7 a.m (as one example).  The purpose of the Customized 

Delivery market test, as explained in the initial Notice filed by the Postal Service in this 

proceeding, is to test and develop a long-term, scalable solution to facilitate expansion 

of Customized Delivery to additional markets across the nation.4   

A table reflecting the total revenue received by the Postal Service from 

Customized Delivery for each fiscal year it has been in operation, together with 

supporting documentation, is being filed under seal.5  The supporting documentation 

also includes an estimate of the additional revenue the Postal Service anticipates for the 

remaining portion of this fiscal year and the one-month period of the next fiscal year6 in 

which Customized Delivery will continue to be offered under the market test.  As shown 

in the materials filed under seal, the anticipated revenues for FY 2017 are expected to 

be above the $10 Million Adjusted Limitation, but below the $50 Million Adjusted 

Limitation.7  Finally, the Postal Service has previously submitted a quantification of the 

product specific costs associated with the development of the market test, and 

                                                 
4 Initial Notice of Market Test at 1, 3.   
5 See Revenue_Customized Delivery_Nonpublic.xlsx. 
6 I.e., October 1-31, 2017.   
7 See Forecast_Customized Delivery_Nonpublic.xlsx. 
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incorporates by reference the previously-filed report in which those pre-implementation 

administrative costs were provided.8   

Customized Delivery Benefits the Public and Meets an Expected Demand 

 Customized Delivery is designed to provide retailers with unique delivery 

windows for groceries and other prepackaged goods, thereby improving the shopping 

and delivery experience for customers.  As explained in the Postal Service’s Initial 

Notice, grocery delivery services have been expanding across the nation, with several 

different types of providers offering the service.9  The availability of competitive 

providers in all of the geographic areas into which the Postal Service has expanded the 

service demonstrates further that there is a growing demand for the service Customized 

Delivery provides.10  Customized Delivery therefore benefits the public and meets an 

expected (and continuing) demand for timely delivery of groceries and other 

prepackaged goods.   

Customized Delivery Contributes to Postal Service Financial Stability 

 From the beginning of the market test through the first quarter of FY 2017, the 

total revenue for Customized Delivery has been , with  of 

that amount generated in the first quarter of the current fiscal year.11  One-time 

administrative (i.e., development) costs incurred in FY 2014, prior to implementation of 

                                                 
8 Customized Delivery Data Collection Report, Fiscal Year 2015, Quarter 1 (April 10, 2015) (nonpublic 
version filed under seal) [hereinafter, “FY 2015 Q1 Data Collection Report”].     
9 Initial Notice of Market Test at 4-5.   
10 See, e.g., Supplemental Response of the United States Postal Service to Order No. 3672, and Notice 
of Expansion, at 4-5 (Feb. 8, 2017); First Response of the United States Postal Service to Order No. 
3672, at 3 (Dec. 23, 2016); Responses of the United States Postal Service to Chairman’s Information 
Request No. 6, question 2 (Feb. 8, 2016). 
11 See Revenue_Customized Delivery_Nonpublic.xlsx, tab 1, cells C2, C3 & C4.   
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the market test, were .12  The market test, including its extension for an 

additional year, has enabled the Postal Service to test the feasibility and desirability of 

making Customized Delivery a permanent product by, among other things, testing 

various operational models and refining processes to reduce cost and improve on-time 

delivery.13  Customized Delivery contributes to the financial stability of the Postal 

Service by generating more package volume that did not previously move within the 

postal system, thereby enhancing the Postal Service’s ability to compete in the highly 

competitive package services market.   

Customized Delivery Is Unlikely to Result in Unfair or Inappropriate Competition 

 The Commission concluded, in Order No. 2224, that the introduction of the 

Customized Delivery market test would not cause market disruption, defined as “an 

unfair or otherwise inappropriate competitive advantage for the Postal Service or any 

mailer, particularly in regard to small business concerns.”14  In doing so, the 

Commission noted that the prices offered by competing services in the geographic area 

covered by the market test were comparable to the price range the Postal Service 

intended to test.15  The Commission found, further, that retail grocery stores and other 

companies have and will continue to use couriers and smaller delivery companies for 

delivery, that those smaller businesses also specialize in delivering time-sensitive 

                                                 
12 See FY 2015 Q1 Data Collection Report at 2.  Total operational costs associated with Customized 
Delivery, from FY 2014 through the first quarter of FY 2017, have been   See 
Revenue_Customized Delivery_Nonpublic.xlsx, tab 1, cells D2, D3 & D4.    
13 See Order No. 3543, Order Authorizing Extension of Customized Delivery Market Test and Updating 
Data Collection Plan, at 5-6 (Sept. 28, 2016); 39 U.S.C. § 3641(d)(2); 39 C.F.R. § 3035.11(b)(1). 
14 Order No. 2224 at 7-12.   
15 Id. at 11. 
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medical items and documents that fall outside the intended scope of Customized 

Delivery, and that no small business concern opposed the market test.16   

When it authorized the extension of the market test for an additional year, the 

Commission stated that its initial conclusions about market disruption in Order No. 

2224, and for each expansion that had occurred since the start of the market test, 

remained unchanged, and extending the market test would not cause market disruption 

under 39 U.S.C. § 3641(b)(2).17  For each geographic area into which it has expanded 

since that time, the Postal Service has provided the information about competitors in the 

area that the Commission has required, and the Commission has not raised any 

concerns about market disruption.18  There is no reason to assume that the continued 

offering of Customized Delivery over the last several months of the market test, even 

with revenues that exceed the $10 Million Adjusted Limitation, will suddenly introduce 

an unfair or inappropriate competitive advantage that has not existed in the more than 

two-year period during which the market test has already been operating.      

Conclusion 

As discussed above, Customized Delivery benefits the public and has met an 

expected demand.  It has contributed positively to the financial stability of the Postal 

Service without exhibiting any indicators of market disruption.  However, the Postal 

Service anticipates that annual revenues will exceed the $10 Million Adjusted Limitation 

this fiscal year, so it requests that the Commission exempt this market test from that 

                                                 
16 Id. at 11-12.   
17 Order No. 3543 at 8.   
18 See Supplemental Response of the United States Postal Service to Order No. 3672, and Notice of 
Expansion, at 4-5 (Feb. 8, 2017); First Response of the United States Postal Service to Order No. 3672, 
at 3-4 (Dec. 23, 2016).   
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limitation, under 39 U.S.C. § 3641(e)(2) and 39 C.F.R. § 3035.16.  The immediate 

extension is necessary due to the likelihood that the limitation will be exceeded in the 

next two months.  As explained above, the annual revenues from the market test are 

not anticipated to exceed the $50 Million Adjusted Limitation in any year.   
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