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EXECUTIVE SUMMARY

This Report reviewsOEA 01 OOAT 3 AOOEAAS6O DPAOAN O AT AA
#1 1 1 EOOET 160 OAODPI 1T OEAEI EOU O DOl AGAA Al
service mandated by Title 39, section 3653, of the United States Code. It is based on
information the Postal Service is required to provide within 90 days after the close of the
fiscal year and on comments subsequently received from the public. Specific Commission
findings and directives are identified in italics in each chapter.

I <

E
AT 1

The Postal Serwe faced significant events, both internal and external, in FY 2020. The

most significant event affecting the Postal Service, and the public at large, was the CGVID

19 pandemic. The pandemic remains a public health and economic emergency. Because

Postal SOOEAA Ai b1 T UAAO PAOAI Oi AT AOOAT OEAT £EOT A
ET £FOAOOOOAOO0OANR OEAU Ai 1T OET OA O bDOI AROGO AT A
expresses its appreciation for the continuous efforts of the frontline Postal Service waks,

who are performing essential work that allows millions of Americans to minimize their

exposure to COVIEL9 by remaining at home. The pandemic negatively affected the Postal
3AOOEAABEO i DAOAOEI 1 Al » rAdidnd driplGyBe akailabiitydi A Oi OO x A
disrupting transportation, and inducing large shifts in the mail mix towards packages. At

the same time, the pandemic occurred alongside both a decennial census year and a

national election which, as a result of the pandemic, featured substantial incresssin the

number of voters voting by mail. In addition, late in FY 2020 the Postal Service undertook

voluntary large-scale operational and structural changes. Combining all these factors, there

was a notable decline in service performance, as further disssed in Chapter V.

Consistent with the approach adopted in past years, thennual Compliance Determination

(ACD) focuses on compliance issues as defined in 39 U.S.C. 88 3653(b)(1) and (b)(2). These
statutory subsections require the Commission to make detminations on whether any

rates and fees in effect during FY 2020 were not in compliance with chapter 36 of Title

39 of the United States Code and whether any service standards in effect during FY 2020

xAOA 110 1 AOG8 4EA #I1 11 EQDEIbasédOn thekaies &poprovédi OEE O
in Docket No. R20261 and all the rates in effect during FY 2020 for Competitive products.

The financial analysis that had been incorporated in ACDs prior to 2013 is expanded in the
report titled Financial Analysis of Uted States Postal Service Financial Results aneK10
Statement 202ahat will be issued later this spring The Commission will also issue a
OAPDAOAOGA OADBI OO0 T1HY22EMnual PeX@rance Rep@t@uidAR 2001
Performance Plarto fulfill it s statutory responsibilities under 39 U.S.C. 8§ 3653(c).
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A. Principal Findings: Market Dominant Rate
and Fee Compliance

In Chapter Il., the Commission identifies compliance issues related to seven discounts that
did not comply with section 3622(e). Workshare dscounts that exceed avoided costs
adversely affect Postal Service finances because they incentivize mailers to perform
worksharing that the Postal Service could have done on a less costly basis.

For the seven workshare discounts remaining out of compliaze with section 3622(e), the
Postal Service must either align the workshare discount with its avoided cost in the next
Market Dominant price adjustment or provide support for an applicable statutory
exception.

B. Principal Findings: Market Dominant Nen
Compersatory Products

In Chapter lll., the Commission identifies 10 noitompensatory Market Dominant

products: Periodicals InCounty, Periodicals Outside County, USPS Marketing Mail Flats,
USPS Marketing Mail Parcels, USPS Marketing Mail Carrier Route, Medid/Miaiary Mail,
Bound Printed Matter (BPM) Parcels, Money Orders, Inbound Letter Post, and International
Ancillary Services. The Commission notes that the Inbound Registered Mail component of
the International Ancillary Services product was the only norcompensatory component of
that product.

In the FY 2019 ACD, the Commission directed the Postal Service to include an updated

version of the FY 2019 ACD Periodicals Pricing Report in its FY 2020nual Compliance
Report(ACR)! The Commission concludes that T OEA xET 1 Ah OEA 01 O0OAI
OAOET AEAAT O O0OEAET ¢ 2APT OO T AATET ¢cAEOIT U OAODI
providing a robust narrative and workpapers containing quantitative analyses. The

Commission directs the Postal Service to providen updated version of the Periodicals

Pricing Report in its FY 2021 ACR and include an analysis of how the pricing in Docket No.

R2021-1 impacted the cost, contribution, and revenue of Periodicals in FY 2021 and

whether the new pricing improved the efficiency of Periodicals pricing in FY 2021.

For USPS Marketing Mail Flats, the Commission finds that the cost coverage issues raised in
the FY 2010 ACD have continued to worsen. Postal Service projections show that the
remedy ordered by the Commission in the ¥ 2019 ACD is likely to have a positive impact,
and the Commission directs the Postal Service to continue the abeaeerage price

1 Docket No. ACR2018nnwal Compliance DeterminatipiMarch 25, 2020, at 32 (FY 2019 ACD). The Postal Service filed its Periodicals Pricing
Report and supporing workpapers in Library Reference HSR&44. Seelibrary Reference USIFS 2044, December 29, 2028ee alsdJnited
Staes Postal Service FY 20®0nual Compliance ReppBRecember 29, 2020, FY 2020 ACR Attachment 1 at 3 (FY 2020 ACR).
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increases as detailed by the FY 2019 directive for another year. In the next generally
applicable Market Dominant price adjusinent, the Postal Service must propose a price
increase for USPS Marketing Mail Flats that is at least 2 percentage points above the class
average for the USPS Marketing Mail cladé&dditionally, the Postal Service must continue
responding to the requirements of the FY 2010 ACD directive by reducing USPS Marketing

-AEl &1 AOOGS AT OO0 AT A AT 1T OET OBF®@USPE Mdkketingd 1 U

Mail Parcels, the Commission finds that revenue was not sufficient to cover attributable

cost in FY 2020and requires the Postal Service to propose a price increase for USPS
Marketing Mail Parcels at least 2 percentage points above the class average for the USPS
Marketing Mail class in the next Market Dominant price adjustment. For USPS Marketing
Mail Carrier Route, the Commission also requires that the Postal Service increase USPS
Marketing Mail Carrier Route prices by at least 2 percentage points above the class average
for the USPS Marketing Mail class in the next Market Dominant price adjustment.

In FY 2@0, the Package Services class as a whole was ftompensatory, with two non
compensatory products, Media Mail/Library Mail and BPM Parcels. For Media Mail/Library
-AEI h OEA #1111 EOOGETT #ZETAO OEAO OEA 01 OO0OAI
through aboveaverage price increases is appropriate and recommends the approach
continue. For BPM Parcels, the Commission recommends that the Postal Service propose an
above-average price increase in the next Market Dominant price change. The Commission
also recommends that the Postal Service explore and implement opportunities to reduce

the unit cost of this product, and report on these results in its FY 2021 ACR.

For the Special Services product Money Orders, the Commission finds that revenue was not
sufficient to cover attributable cost in FY 2020 and urges the Postal Service to improve cost
coverage. The Commission recommends that the Postal Service propose an abeverage
price increasein the next Market Dominant price changéconsistent with 39 C.F.R. 8
3030.221).

For Inbound Letter Post, the Commission notes that the transfer of Inbound Letter Post
small packets andoulky letters from the Market Dominant Inbound Letter Post product to
the Inbound Letter Post Small Packets and Bulky Letters product ohé Competitive

product list occurred in Quarter 2 of FY 2020. However, the product was still nen
compensatory in FY 2020, with a slight improvement in cost coverage from FY 2019. The
Commission provides a detailed analysis of public Inbound Letter Post @ain Library
Reference PREL.R-ACR202011. The Commission recommends that the Postal Service
negotiate bilateral and multilateral agreements that contain rates for Inbound Letter Post
that are more compensatory than default terminal dues. The Commission alsrges the
Postal Service to undertake focused initiatives to reduce Inbound Letter Post costs without

2In November 2020, the Commission finalized rules to provide additional rate authority to the Postal Service to curb iconkoises
stemming from this and other nooompensatory products. Docket No. RM2€R, Order Adopting Final Rules for the System of Regulating
Rates and Classes for Market Domination Products, November 30, 2020 (Order No. 5763).

3 The Commission required the PostahBce to develop a plan to measure, track, and report on cost and service issues relateghafiatl
products.

x E

3A
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compromising quality of service, and to improve quality of service in order to benefit from
terminal dues bonuses. Lastly, the Commission further recomends that the Postal Service
work with the United States Department of State within the relevant Universal Postal Union
(UPU) bodies to ensure that terminal dues proposals adopted at the 2021 UPU Congress
will cover costs for Inbound Letter Post.

For the International Ancillary Services product, the Commission notes that the increase in
cost was related to the 100 percent increase in IOCS tallies, from 1 to 2. The Commission
will continue to evaluate the cost coverage of this product in future years.

C. Prinapal Findings: Competitive Products
Rate and Fee Compliance

In Chapter IV., the Commission finds that revenues for five Competitive produat&l not
cover attributable costs and, therefore, did not comply with 39 U.S.C. § 3633(a)(Z2he
Commission also deermines that every domestic product with rates of general
applicability covered its attributable cost. The Competitive products that did not cover
attributable costs are: onedomestic negotiated service agreement (NSA), GEPS 11,
International Money Transfer Service Inbound (IMTS? Inbound), International Money
Transfer Service Outbound (IMTS Outbound), and International Ancillary ServicesThe
Commission directs the Postal Service to take corrective action, including requiring new
guarterly reporting on outbound international NSAs to ensure ongoing compliance and
appropriate oversight for these contracts.

D. Principal Findings: Service Performance
and Customer Access

In Chapter V., the Commission finds that most products failed to meet their service
performancetargets for FY 2020.

1 The Postal Service met its service performance targets for five Market Dominant
products including: USPS Marketing Mail High Density and Saturation Letters, USPS
Marketing Mail Parcels, BPM Parcels, and two Special Services products.

1 Service performance results for 17 Market Dominant products did not meet their
targets including: all FirstClass Mail products, both Periodicals products, USPS
Marketing Mail High Density and Saturation Flats/Parcels, USPS Marketing Mail
Carrier Route, U8S Marketing Mail Letters, USPS Marketing Mail Flats, USPS
Marketing Mail Every Door Direct Mai» Retail (EDDMR), BPM Flats, Media
Mail/Library Mail, and several Special Services products, including Stamp
Fulfilment Services and Post Office Box Service.
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In the FY 2019 ACD, the Commission directed the Postal Service to provide specific
information developed from its First-Class Mail SingléPiece Letters/Postcards metrics as
part of its FY 2020 ACR. FY 2019 ACD at 32. The Postal Service provided analy&isg) its
root cause assessments with the impact on service performance results for this product
and other First-Class Mailand USPS Marketing Mail products.

The Commission determines that the Postal Service is out of compliance with regard to
service paformance for First-Class Mail SingléPiece Letters/Postcards, Outbound Singite
Piece International, Outside County Periodicals, and4@ounty Periodicals in FY 2020.

The Commission directs the Postal Service to continue reporting specific information

developed from its internal metrics within 90 days of the issuance of this Report and as

PAOO 1T £ EOO &9 c¢mgp !#28 4EEO UAAOBO OAOOEAA
Postal Service file with the Commission a service performance impact analy8s

initiatives that are planned for implementation on or before the issuance of the next ACD

and are reasonably foreseeable to impact service performance resu#t$he Commission

has specifically developed directives that elicit information and data regding the steps

that the Postal Service will take to restore service performance for its products in FY 2021.

E. Principal Findings: Flats Cost and Service
Issues

In Chapter VI., the Commission finds that unit costs for flats have continued to rise,
contributi on losses have continued to grow, and flats products still have not met their
service performance targetsin FY 2019, the Commission finalized rules to provide
additional information to improve transparency into cost and service performance issues
with re spect to flats, as well as to increase accountability with respect to flats operational
initiatives.® The Commission is appreciative of the responsive data provided by the Postal
Service and has focused its analysis in this docket on three primary areas) {lats financial
performance, (2) flats service performance, and (3) pinch points that impact flats
operational performance. The Commission provides recommendations for data collection
and analysis regarding ongoing and future Postal Service initiativeesigned to reduce
flats costs, improve flats service performance, and/or improve flats operations. The fact
that in FY 2020 flatshaped mail products collectively had a cumulative negative
contribution of more than $1 billion highlights the urgency and inportance of
improvement on this issue.

4This is the sixth consecutive year that the Commission has determined that the Postal Service is out of compliance dhithseryaze
performance for Firs€Class Mail Singleiece Letters/Postcards. This is the first year that the Commission has made this determination for
Outbound Singléiece International, Outside County Periodicals, arddanty Periodicals.

5 This directive does natpply retroactively to the proposal pending before the Commission in Docket No. N2&24 Commission will pursue
information related to this proposal through the discovery processes of 39 C.F.R. part 3020.

6 Docket No. RM201&, Order Adopting Final las on Reporting Requirements Related to Flats, May 8, 2019 (Order No. 5086).
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CHAPTERINTRODUCTION
A. Statutory Context

Two sections of Title 39 of the United States Code (U.S.C.), as amended by the Postal
Accountability and Enhancement Act (PAEA)require ongoing, systematic reports and

asessments of the financial anaperational performance of the Postal Service. The first

provision, 39 U.S.C. § 3652, requires the Postal Service to file certain annual reports with

the Commission, including an ACFBee39 U.S.C. 8 3652(a). The second prows, 39 U.S.C.

s opuoh OANOEOAO OEA #I1iiEOCOEIT Ol OAOGEAx OEA
ACD regarding whether rates were not in compliance with applicable provisionsf Title 39

and whether any service standards were not met. 39 U.S.GB6&53(b). Together, these

provisions establish the ACR and the ACD as integrated mechanisms for providing ongoing
accountability, transparency, and oversight of the Postal Service.

The Commission has again decided to report separately on the Postal SerGic@ A£ET AT AEAI
condition and its performance plans and program performancélt will issue both its

financial analysis and its analysis of the performance plans and program performance,

required by 39 U.S.C. § 3653(d), in the second quarter of 2021. This AiGEuses on the

requirements of 39 U.S.C. 8§ 3653(b)(1) and (b)(2).

For regulations governing rates and fees, Congress divided mail categories and services
between Market Dominant and Competitive products. Sections 3622 and 3626 of Title 39
pertain to rates and fees for Market Dominant products; section 3633 pertains to
Competitive products.

In Chapterll., the Commission evaluates the workshare discounts for Market Dominant

products to determine compliance with 39 U.S.C. § 3622(e). Chapteralso includes a

discussion about preferred rate requirements and the price cap. Chapt#t. focuses on

I OEAO AT i PI EATAA EOOOAO OAI AGAA O - AMEAO s$i1i
covers compliance issues related to the rates and fees of Competitive guzts. In Chapter

V., the Commission discusses service performance, customer access, and customer

satisfaction.

“Pub. L. 109135, 120 Stat. 3198 (2006).

8 SeeNotice Regarding the Postal Service FY 202@ual Performance Repand FY 202Annual Performance Pladanuary 5, 2021 (Order
No. 5803).

9 The Commission addresses only rates and fees that have been challenged by Commenters, or otherwise present compliance issues.
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In ChapterVI., the Commission evaluates cost and service issues for fidtaped mailpieces
(flats).10

There are three appendices to the FY 2Q2ACD Appendix A contains Commissiostirected
undertakings in this ACD. Appendix B contains a list of Commenters. Appendix C contains
an index of acronyms and abbreviations.

B. Timelineand Review of Report

The Postal Service must file the ACR no later th@0 days after the end of each fiscal year.

(i.e, 90 days after September 30). The Commission must complete the ACD within 90 days

of receiving the ACR. The Postal Service filed the FY 2020 ACR on December 29, 2020; thus,
the Commission must issue this ACBo later than March 29, 2021.

C. Focusofthe ACR

In accordance with 39 U.S.C. § 3652, the ACR must provide analyses of costs, revenues,
rates, and quality of service sufficient to demonstrate that during the reporting year all
products complied with all apgicable requirements of Title 39. Additionally, for Market
Dominant products, the Postal Service must include product information, mail volumes,

and measures of quality of service, including the speed of delivery, reliability, and the levels
of customer sdisfaction. For Market Dominant products with workshare discounts, the
Postal Service must report the peiitem cost it avoided through the worksharing activity
performed by the mailer, the percentage of the peitem cost avoided that the workshare
discount represents, and the pefitem contribution to institutional costs. 39 U.S.C.

§3652(b).

D. OtherReports

In conjunction with filing the ACR, the Postal Service must also file its most recent
Comprehensive Statement on Postal Operatiots FY 2021Performane Plan and its FY
2020 Performance Report39 U.S.C. § 3652(Q).

E. Commission Responsibilities

Upon receipt of the ACR, the Commission provides an opportunity for public comment on

OEA 071 OOAI 3AOOEAAB8O OOAI EOOEI T O8ongide fob 8 3 8 # 8
making a written determination as to whether any rates or fees were not in compliance

with applicable provisions of chapter 36 of Title 39 or related regulations, and whether any
service standards were not met. 39 U.S.C. § 3653(b). If the Corssion makes a timely

written determination of non-compliance, it is required to take such action as it deems
appropriate. 39 U.S.C. § 3653(c).

101n Docket No. RM2018, the Commission established new rules to require the annual submission of comprehensivaiitio regarding
the cost and service performance of fishtaped mailSeeOrder No. 5086. Pursuant to 39 C.BBR050.50, the Postal Service submitted the
required information in its FY 2020 AGReLibrary Reference USIFS 2045, December 29, 2020.

S]
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F. ProceduralHistory

On December 29, 2020, the Postal Service filed its FY 2020 ACR, covering the period from

October 1, 2019, through September 30, 202BeeFY 2020 ACRThe ACR included an

extensive narrative and a substantial amount of detailed public and nepublic information

contained in library references. The library references include the Cost and Revenue

Analysis (CRA), the International Cost and Revenue Analysis (ICRA), cost models

supporting workshare discounts, and volume information presented in billing
AAOAOI ET AT 008 4EA 1 EAOAOU OAAEAOAT AAO Al O ETA
$1T AOI AT 606 OdACR, Hich 8oatains & larief description of each set of folder

materials, a summary of material changes in methodology, and a discussion of

obsolescence in accordance with 39 C.F.R. § 3050!12.

The Postal Service concurrently filed its 202@nnual Reportand Comprehensive Statement
of Postal Operationas part of Library Reference USRBY20-17 to the FY 2020 ACR

On December 30, 2020, the Commission issued an order establishing Docket No. ACR2020
to consider the ACR, appointing a Public Representative tepresent the interests of the
general public, and establishing February 1, 2021, and February 12, 2021, as the deadlines
for comments and reply comments, respectively?

On January 11, 2021, United Parcel Service, Inc. (UPS) filed a motion for accessrtain
non-bOAl EA 1 EAOAOU OAZAOAT AAOG &£EI AA AO DPAOO 1T E
Report14 On January 19, 2021, the Postal Service filed a response, urging UPS to withdraw

its request for access to some of the library references, specificaftyaterials with

information related to third -party postal operators® The Postal Service attached to its

response correspondence expressing concern from several of those operaté¥S.he

#1 11 EOOETT COAT OAA 50360 1 10FTT A O AAAARAOGO 11

1 Library Reference USIES2@9, December 29, 2020 (Roadmap Document).
2 ibrary Reference USIFS2017, December 29, 2026Y 2020 Annual Repprt

13 Notice of Postal Service's Filingfafnual Compliance Repamd Request for Public Comments, Decembe28@0 (Order No. 57963ge
asoyc Cw pyH OWIHydzZaZ NBE ¢ HAHMO® hy WFydzZd NBE pXI HnumMI (GKSY20HYYA&ZEdA2Yy S3
Performance Repodnd FY 202Berformance PlarseeOrder No. 5803.

4United Parcel Servitce Ly OdQa a2 A2y whlujlidi8asedials Yitler Protér®/a @onditiéns, BaduAry 11, 2021, at 1 (UPS

Motion for Access).

5 yAGSR {GFdSa t2adlt {SNBAOS wSalLkRyas (2 ! -HublibGdieriadinderPiotectijeS NIIA 08 Ly Od
Conditions, January 19, 2021 (Response to UPS Motion for Access).

16 Response to UPS Motion for Access, AttachmeitisThe Postal Service also filed a motion for leave to file a supplemental response

including two additional letters frorforeign postal operators objecting to the UPS Motion for Access. Motion of the United States Postal

{SNBAOS F2NI [ SH@S (2 CAtS {dalJ SYSyilt wS$SalLlR y a-Bublic MaterighslUadsrR t | NOSt { S1
Protective ConditionsJanuary 25, 2028pealsq yAGSR {GF GSa t2ad+tf { SNBAOS {dzllJ SYSyidlt wSaLkRy
Requesting Access to Nétublic Materials Under Protective Conditions, January 25, 2021.

17 Order Granting Motion for Access, JanuaryZ®1 (Order No. 5829).
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G. Methodology Changes

The FY 2@0 ACR generally employs the methodologies used most recently by the
Commission unless the Commission has approved a change in methodoldggeFY 2@®0

ACR at 45. In this proceeding, the Postal Service relies upogight approved methodology
changes!8 The Postal Service discusses the effect of methodology changes to FY 2020 ACR
library references in the Roadmap DocumenSeeRoadmap Document at 8486.

H. ProductAnalysis

The Postal Service provides an analysis of each Market Dominant guet, including special
services and international NSAs active during FY 20. This analysis includes a discussion
of workshare discounts and passthroughs for Market Dminant products, required by

39 U.S.C. § 3652(b). The Postal Service also provides daraCompetitive products and
discusses the data with references to standards unde©3J.S.C. § 3633 and 39 C.F.R.
§3035.107. Last, the Postal Service discusst#gee Market Dominant market tests
conducted in FY2020. FY 2020 ACR at 72.

In addition, the @mmission posts the most current workshare cost avoidance models on
its website. The Commissiorusedthose modelsin its preparation of this ACD.

I. ServicePerformance

The ACR also included information regarding service performance, customer satisfaction,
and consumer access, as required under 39 U.S.C. § 3652(a)(2) and 39 C.F.R. § B¥55.
2020 ACRgsectionlll.

J. Confidentiality

Commission rules require the Postal Service, when it files ngoublic materials with the
Commission, to simultaneously file an apptiation for non-public treatment. 39 C.F.R.
§3011.200. The application for norpublic treatment must clearly identify all non-public
materials and fulfill the burden of persuasion that the materials should be withheld from
the public.1d. 8§ 3011.201.The FY 2020ACR included such an application with respect to
certain Competitive and international Market Dominant productsFY 2020 ACR,
Attachment 2.

18Docket No. RM20192, Order on Analytical Principles Used in Periodic Reporting (Proposal Seven), January 6, 2020 (Order No. 5395); Docket
No. RM20185, Order on Analytical Principles Used in Periodic Reporting (Proposal OnejyJefil2020 (Order No. 5405); Docket No.

RM20206, Order on Analytical Principles Used in Periodic Reporting (Proposal One), May 19, 2020 (Order No. 5515); Docket N&. RM2020
Order on Analytical Principles Used in Periodic Reporting (Proposal Tw@), 2080 (Order No. 5583); Docket No. RM2@20rder on

Analytical Principles Used in Periodic Reporting (Proposal Nine), August 17, 2020 (Order No. 5637); Docket NAIRMIZEZMN Analytical
Principles Used in Periodic Reporting (Proposal Foymje®&er 23, 2020 (Order No. 5693); Docket No. RM2D200rder on Analytical

Principles Used in Periodic Reporting (Proposal Three), September 25, 2020 (Order No. 5697); Docket Nl RKa2@200n Analytical

Principles Used in Periodic Reporting (Psaid-ive), September 28, 2020 (Order No. 5700).
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UPS submitted a motion for access to library references concerning these products. The
motion included a lig of non-public library references to which UPS requested access,
specified that access was necessary for the purpose of filing comments in this ACR, and
provided the requisite statements of protective conditions and signed certifications from
each individual for whom UPS sought accesSeeUPS Motion for Accesat 1-2.

In response, the Postal Servicerged UPS to withdraw its request for materials that include
information related to third -party foreign postal operators.Response to UPS Motion for
Access a1. The Postal Servicestated that the disclosure of the norpublic information
would placethe data of these thirdparty postal operators at an unfair competitive risk.Id.
at 2.

4EA #1T 11 EOOETT EEOOO &I O1T A OEAO Hesreséekingi OET 1
access to norpublic information. Order N0.5829 at 7-10; 39 C.F.R. § 31..301. The

Commission also found thathe Postal Service and thirgparty concerns are mitigated by

the numerous protective conditions and prohibitions on improper distosure of nonpublic

information. Order No. 5829 at 1213.4 EA #1711 1 EOOEI 1 OOAOAA OEAO OA
public materials would significantly restrict the ability of interested persons to comment

IT OEA 01 OOAI 3AO0O0OEAAZ QM AI3N0RIABAN LA AQN AA B AGE OE
ET OAOAOO ET OEA &£ET AT AEAT OOAT OPAOAT AU 1 £ OEA

claims of commercial harmbOEA #1 1 I EOOET 1T COAT OAMN.a618.380 11 OE
K. Requests folAdditional Information
Twenty-six# EAEOI AT 80 )1 &£ Oi AGETT 2ANOAOGOO j#() 20Q

Request (CIR)were issued with respect to the ACR from January 8, 2021, to Mar2h,
2021. The Postal Service responded to the CHIRSs, often filing supplemental information in
support of the responses?

Steve Hutkins(Hutkins) filed a motion for issuance of information request£° The Postal
Service opposed the motiordl Subsequent CHIRs were issued based biutkinsdmotion.22

UPS filed a motion for issuance of information requests alanuary 21, 2021.23
Subsequently, a CHIR was issued based on this moti@HIR No. 9.

BESHEENI f 2F GKS t2adlft {SNBAOSQA /1 Lw NBA&LR yEGNMotioh 8KB United States LI YA SR 6 8
Postal Service for Late Acceptance of Responses to Questionst,3,5 YR y 2F [/ KFANXIFYQa LYF2NXIGA2Yy wSl dz
2F GKS tz2adalt {SNODAOSQa Y2dAazya F2NI LGS | OOSLIGIFyOS A& INIYyGSRO

20 Motion for Issuance of Information Request, January 19, 2021.

21 Answer of the United States Postal Service in Ofipas2 y G2 {0S@S 1 dzilAyaQ az2iA2y FT2NJ La&ddd yOS 27

2See, e Y / KFANNIYQE LYTF2NYIGA2Y wSljdzSaid b2d cX WHydzZad NBE Hydinghnum o6/ 1 Lw
Under Seal, February 1, 202H(R No. 9).

23Motion of United Parcel Service, Inc. for Issuance of Information Request to the United States Postal Service, Jan@ary 21, 20
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CHAPTER MARKET DOMINANT
PRODUCTS: PRICINGRRREMENTS

A. Introduction

The PAEA introduced three pricing requirements for Market Dominant products: a
classlevel price cap based upon changes in the consumer price index for all urban
consumers (CPJU), 39 U.S.C. § 3622(d)(2)(A), a cap on workshare discouritk,
§3622(e)(2), and a cap on preferred ratesd. § 3626 (a)(4) to (7). Chapterll. discusses
these requirements.

B. The Clas$.evel Price Cap

The Commission approved price adjustments that went into effect during FY 2020, which
complied with the price cap provision, in accordance with 39 C.F.R. § 3030.1228.

C. Workshare Discounts

Workshare discounts provide reduced pricegor mail that is prepared or entered in a

manner that avoids certain activities the Postal Service would otherwise have to perform.
These discounts are based on the estimated avoided costs that result from the mailer
performing the activity instead of thePostal Service. 39 U.S.C. § 3622(e)(2) directs the
Commission to ensure that workshare discounts do not exceed the costs the Postal Service
avoids as a result of the worksharing activity. The statute provides four exceptions to this
requirement. See39 US.C. 88 3622(e)(2)(A) to (D).

As it has in past years, the Association for Postal Commerce (PostCom) expresses the view
OEAO OOEA #1111 EOOEIT AT A OEA 01 OOAT 3AOOEAA
[percent] of avoided costs that they are igaring the practical realities of both the

calculation of avoided costs and the processing and entry of mail and driving discounts to

1 A0OO AEEEANBATOG GGG AT6G3B 60E A x h

Despite estimated passthroughs that exhibit considerable
volatility due to methodological changes, postal inefficiency, and
normal variation the Postal Service and the Commission continue
to use only one technique higher pricesz to attempt compliance
with one specific component of [the] PAEA while perennial failure

24 SeeDocket No. R2020, Order on Price Adjustments for USPS Marketing Mail, Periodicals, Package ServBpscah@ervices Products
and Related Mail Classification Changes, November 22, 2019 (Order No. 5321).

25 Comments of the Association for Postal Commerce, February 1, 2021, at 2 (PostCom Comments); Comments of the Assamsation for P
Commerce, January 30020, at 2.

A
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on efficiencyand service performance is met with indifference
and inaction.

PostCom Comments at 2. PostCom maintains that section 3622(e) does not establish an
absolute requirement that workshare discounts may never exceed 100 percent of avoided
costs, and that by erdrcing this policy, the Commission is discouraging efficient mail
preparation, entry, and processingld. at 3. PostCom states that passthroughs less than 100
percent must be considered and balanced with those that exceed 100 percent of avoided
costs.ld. at 3-5. PostCom also argues that there is no legal justification for requiring the
Postal Service to reduce excessive workshare discounts which are justified pursuant to

39 U.S.C. § 3622(e)(2)(D) based on operational efficiendy. at 5.

The Commission aalyzes workshare discounts to determine whether they comply with

applicable statutory provisions. Section 3653(b)(1) of Title 39, requires the Commission to

AAOA EOO AAGAOIETAGEITO i1 OEA OAOAO Al A EAAO
prices in effect in FY 2020 were the prices approved in Docket No. R2020 Therefore, the

discounts evaluated for compliance in FY 2020 are the Docket No. R202@rices. The

Commission finds that workshare discounts that were not greater than the associated

avoided costs were in compliance for FY 2020.

The Commission reiterates that section 3622(e) of Title 39 specifically prohibits only

workshare discounts that exceed avoided costs (unless a statutory exception applies); the

statute does not prohibit worksharediscounts that are set below avoided costs.

Nevertheless, as the Commission has previously acknowledged, although passthroughs set

below 100 percent may be lawful, they send inefficient pricing signals to maile#s.

Passthroughs set as close as possible160 percent of avoided costs promote pricing

efficiency, lower the total combined costs for mailers and the Postal Service, and encourage

OEA OAOAT OEIT AT A CcOi xOE 1T &£ OEA 01 OOAI 3AOOEA

In instances where the Commission finds @it discounts set above avoided costs are
nonetheless lawful because they promote operational efficiency (39 U.S.C. §
3622(e)(2)(D)), the Commission encourages the reduction of those discounts to promote
pricing efficiency. If the operational efficiency reslts in cost savings to the Postal Service,
the Postal Service should quantify the impact of the operational efficiency in its cost
avoidance models.

The Commission recently adopted new worksharing rules that require the Postal Service to
improve the pricing efficiency of workshare discountsSeeOrder No. 5763at 198-225; see
also39 C.F.R. 88 3030.28& seq.The rationale for the changes to the worksharing rules,
along with relevant exceptions, have been extensively discussed in Order No. 5763. The
Postal Service and several commenters discuss the application of the new rules as they

26 See, e.gDocket No. ACR201&nnual Compliance Determinatiodlarch 29, 2018, at 15 (FY 2017 ACD); Docket No. ACR20L8)
Compliance Determinatiompril 12, 2019, at 13 (FY 2018 ACD); FY 2019 ACD at 13.
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relate to certain products2’ However, in thisReport, the Commission reviews the
workshare discounts according to the statutory provisions and Commission regulations in
effect during FY 2020, and where appropriate, encourages the Postal Service to set
discounts as close as possible to avoided costs.

Accordingly, the sections below review for each class of mail workshare discounts that are
greater than the avoided costs assaated with the discounts.

1. FirstClass Mall

One FirstClass Mail workshare discount exceeded the avoided costs of the corresponding
mailer worksharing activity in FY 2020: Automation Mixed Automated Area Distribution
Center (AADC) Letters. Table 11 identifies that passthrough.

Table 11
FirstClass Presorted Letters/Cards
Workshare Discounts and Benchmarks

FY 2020
Type of Worksharing E$d°f' Avoided ‘I;’ostt_?l St(_arvice
ek ear voide ustification
( ) Discount | Cost ($) Passthrough Under 39 U.S.C.
%) §3622€)(2y°
FirstClass Mail Automation Letter8arcoding & Presorting
Automation Mixed AADC Letters | 0061 | 0052 @ 117.3% | None

Source: Library Reference PRRACR202¢3.

a. Automation Mixed AADC Letters

In FY 2020, the passthrough for Automation Mixed AADC Lets was 117.3 percent.

FY2020 ACR at 9. This passthrough was 107.5 percent in FY 2019. FY 2019 ACD at 14. The

01 OOAlT 3A0O0OEAA OOAOAOG OEAO Or OYEEO ET AOAAOA x
avoidance, which fell from 6.7 centsto 5.2 cents,afld E1T A 1T £ ¢¢81 DPAOAAT 0856
at9. The Postal Service does not provide a justification for this passthrough, pursuant to

39 U.S.C. 8622(e)(2). However, the Postal Service states that it intends to recommend to

the Governors that this discount be ealigned towards its cost avoidance in the next Market

Dominant price caseld.

Both PostCom and the Public Representative comment on the Automation Mixed AADC
Letter workshare discount passthroughPostCom Comments at 4; PR Comments at 93.

27 See, e.gFY 2020 ACR at®/, 18; PostCom Comments at 4; Comments of the National Association of Presort Mailers, February 1, 2021, at
2-4 (NAPM Comments); Comments of Pitney Bowes Inc., February 1, 202L(Ritr2ey Bowes Comments); Public Representative Comments,
February 22021, at 9691 (PR Comments). The Public Representative filed a Motion of the Public Representative for Late Acceptance of
Comments, February 2, 2021 (PR Motion). The PR Motion is granted.

28 Section 3622(e) of Title 39 provides exceptions to the genegalirement that workshare discounts must not exceed avoided costs.
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Ol xAOAO pnn PAOAAT O OOEOEAOAO OEA DPOAA
that USPS maintains an asymmetrical view of worksharing that is at odds with Order

VX @080 Camnénisiati4. The Public Representative notes that the Postal Service

AT A0 11 0 PpOI OEAA A OOAOOOI OU EOOOEAEAEAAOEIT AO
regulations, effective this month, to either reduce this passthrough by 20 percent in the

nextMarkeO $1 1 ET AT O OAOA AAOAh 1O ZAZEI A A xAEOAO A
93. For this reason, he states that the Postal Service does not need to take any further

action to reduce this excessive passthrough at this timéd.

PostComsugggsO OEAO OEA 01 OOAI 3AOOEAASO0 EI OAT CETI1
E A

)
AOAAEI

The Commission finds thahe Automation Mixed AADC Letters discount exceeded avoided
costs in FY 2020. The Commission finds that no further action is required for the Automation
Mixed AADC Letters discount as the Postal Service intends to realign it with cost avoidance in
the nextMarket Dominant price case.

b.  Workshare Discounts that Passthrough less than 100
Percent of Avoided Costs

National Association of Presort Mailers (NAPM), National Postal Policy Council (NPPC), and

Pitney Bowes comment on FirstClass Mail workshare discountsvith passthroughs below

100 percent of avoided cost$? NAPM comments that, when passthroughs are significantly

AAT T x pnm DAOAAT Oh - AEI 3AOOEAA 001 OEAAOO | -3
work they are performing for the [Postal Service], ad the [Postal Service] is not fully

ET AAT OET ¢ POADPAOAOGEITT 1T &£ OEA 11 00 NBPEAGRE AT O |
maintaining that a discount with lower passthroughs, such as-Bigit Automation,

OAT AT OOACAO OEA EIT AkvEdiadek Adifidenthods@l@peraiions, anddtET N E O
PDAT AT EUAO i1 OA AEEEAEAT O POEOAOA 1 AEI DPOAPAO
"TxAO OOAOGAOG OEAO Orf EYi PI AT AT OAGETT 1T &£ OEA 1
Service encourage more efficienail preparation, reduce its own costs, and improve its

financial stability by requiring that the 5-Digit Automation Letters workshare discount is

i T OAA A1 T OAO OI OEA &£O0i1 AiI OO0 AOI EAAA8O6 O0EOT A

In this proceeding, the Commission ewates workshare discounts for compliance with
applicable statutory provisions. The Commission finds the discounts for fitass Mall,

except for Automation Mixed AADC Letters discount discussed above, were less than avoided
costs and were thus consistewith 39 U.S.C. § 3622(e) in FY 2020.

2. Periodicals

In FY 2020, only two Outside County Periodicals workshare discounts exceeded the
avoided cost of the corresponding mailer worksharing activity. Table 12 identifies those
two passthroughs.

22NAPM Comments at-2; Reply Comments of the National Postal Policy Council, February 12, 2021, at 3 (NPPC Reply Comments); Pitney
Bowes Comments at 2.
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Table 2
Periadicals Workshare Discounts Exceeding Avoided C8sts

FY 2020
_ Endof- Postal Service
Type of Worksharing Year | Avoided | . | Justification
Discount | Cost ($) 9" Under 39 U.s.C.
($) §3622(e)(2%*
Periodicals Outside Countyrresorting (dollars / piece)
Machinable Nonautomation-Bigit/Sectional Center Facility 0.056 0.055 101.8% ESCI
(SCF) Flats
Machinable Automation -®igit/SCF Flats 0.048 0.046 104.3% ECSI

The Postal Service justifies these discounts on the basis of 39 U.S.C. § 3622(e)(2)(C), which
authorizes workshare discounts greater than avoided costs if provided in connection with a
subclass that consists exclusively of mail matter with educational, cultural, scientific, or
informational (ECSI) value. FY 2020 ACR at 29.

No comments were receivd about these excessive discounts.

The Commission finds that the Machinable Nonautomatio®R)it/SCF Flats and Machinable
Automation 3-Digit/SCF Flats discounts were adequately justified pursuant to 39 U.S.C. §
3622(e)(2)(C) in FY 2020.

3. USPS Marketing al

Six USPS Marketing Mail workshare discounts exceeded the avoided costs of the
corresponding mailer workshare activity in FY 2020. These six workshare discounts are in
the Parcels and Carrier Route products, which are identified in Table3 and discused
individually in this section.

30The Periodicals pricing structuréfdrs from the other Market Dominant classes, in that it includes piece, pound, bundle, and container
elements.Seelibrary Reference PRERACR202% for a comprehensive display of all Periodicals prices and worksharing relationships for
FY2020.

31 Secton 3622(e) of Title 39 provides exceptions to the general requirement that workshare discounts must not exceed avoided costs.

32The Public Representative noted that excessive passthroughs for Periodicals are consistent with 39 U.S.C. § 3622(¢hx )k
did not address them in his comments. PR Comments at 91 n.159.
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Table I3
USPS Marketing Mail Workshare Discounts Exceeding Avoided €osts

Postal Service
Endof- Justification
Year Avoided Current Under 39 U.S.C. §
Product Discount ($) Cost ($) Passthrough | 3622(e)(2}*
USPS Marketing Mail Parcels
Network Distribution Center (NDC)
Machinable Barcoded Parcels 0.412 0.362 114%| None
Mixed NDC Machinable Barcoded Parcels 0.049 0.043 114%| None
Mixed NDC Irregular Barcoded Parcels 0.049 0.043 114%| None
NDC Marketing Parcels 0.362 0.301 120%| None
Mixed NDC Barcoded Marketing Parcels 0.049 0.043 114%/| None
USPS Marketing Mail Carrier Route
Destination Sectional Center Facility (DSCF
Carrier Route Letters 0.029 0.027 107%/| None

Source: Library Reference PRRACR20241.

Pitney Bowes suggests that workshare discounts for AADC Letters andDigit Automation
Letters should be set closer to their avoided costs, noting that these discounts are currently
set below their avoided costs. Pitney Bowes Comments at2 Pithey Bowes notes the new
workshare rules will require the Postal Service to set workshare discounts consistent with
efficient component pricing (ECP}5> Pitney Bowes additionally suggests the waiver process
under the new rules should only be used under exceptionalrcumstances. Pitney Bowes
Comments at 3.

.10- Al O OOPDPI OO0 OEA 071 OOAI 3AOOEAAGO OOA i
at 2-3. NAPM notes that workshare discounts set below 100 percent of their avoided costs
discourage mailers from making mvestments in mail preparation technologiesid. NAPM

hopes that the new rules on passthroughs will reduce Postal Service costs and add value

through activities performed by mail service providersld. at 4.

33In FY 2020, all USPS Marketing Mail commercial and nonprofit discounts wereSesal.g.Docket No. R20138, Order on Standard Mail
Rate Adjustments and Related Mail Cla@sifii A 2y / KI y3S4a3X 5SOSY0oSNI MmmMX HuamuHE G y O0hNRSNI b2o
Y2YLINBTFALG RA&O2dzy & FINB AYLISNVA&AAAOES dzyf Sad adzZJaRGSRE0E ddi KRNA R BRI
anothersece y 2F (GKS adGl ddziSdpe 60AGFHGAZ2Y 2YAGGSROO ®

34 Section 3622(e) of Title 39 provides exceptions to the general requirement that workshare discounts must not exceed @stsided c

specific relevance in this section are 39 U.S.C. § 3622(e)(2)(B), whichprovidgy SEOSLIiA2Y AT GGKS | Y2dzyid 2F GKS
® & Aa ySOSaalbNR (2 YAGAIIGS N GS aK201 & 6 | yR rovidds amexaeptionif 6 S LIK I
GKS GNBRdAzOGA2Y 23aNJ2SeyAlY Agy2ldaf AR2 YA Y2LFS RISK 1 KRGA STFAOASY G 2LISNI A2y 2F (K

35 Seed.; see als@9 C.F.R. §8§ 3030.280 through 286 (showing new rules for workshare discounts).
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071 66#1T1 Al O 00CCAOGOOdefifahiod en@yin@ayd buyidg0O AET 1 OET
something differentz greater service reliabilityz OE AT  OEIT OA AET T OET ¢ 1 OEC
PostCom Comments at 3.

The Commission encourages the Postal Service to set all workshare discounts as close as

possible to avoided cosisT 1T OAAO O1 OAT A AEZZEAEAT O POEAEIT C
contain both a floor and a ceiling on future passthroughs, which will require the Postal

Service to set workshare discounts closer to their avoided c#sts.

a. Parcels

As shown in Table H3, five workshare discounts for Marketing Mail Parcels exceeded
avoided costs in FY 2020. These are NDC Machinable Barcoded Parcels, Mixed NDC
Machinable Barcoded Parcels, Mixed NDC Irregular Barcoded Parcels, NDC Marketing
Parcels, and Mixed NDC Barcodédarketing Parcels. These discounts are discussed below.
All remaining discounts offered for Parcels were less than avoided costs, and thus were
consistent with 39 U.S.C. 8§ 3622(e).

(1)  Mixed NDC Machinable Barcoded Parcels, Mixed NDC
Irregular Barcoded Parce$, and Mixed NDC Barcoded
Marketing Parcels

Mixed NDC Machinable Barcoded Parcels, Mixed NDC Irregular Barcoded Parcels, and
Mixed NDC Barcoded Marketing Parcels each had a passthrough of 114.0 percent in

FY 2020, an improvement from 131.7 percent in FY 209. FY 2020 ACR at 17. In Docket
No.R2021-1, the Postal Service reduced each of these discounts such that their
corresponding passthroughs are 95.3 percent after implementation of these rates, using
the most recently available FY 2020 costéd. The Posta Service asserts that, accordingly,

no further action is necessary to bring these passthroughs into compliance with the statute.
Id. The Postal Service did not identify any statutory exception to justify these excessive
passthroughs.

The Public Represe’A OEOA T 1T OAO OEAO OEA 01 OOAT 3AOOEAAG
for Mixed NDC Machinable Barcoded Parcels in the next Market Dominant rate case or seek
appropriate waiver would comply with 39 C.F.R. 88 3030.283 through 3030.284, and

39 C.F.R. 8 303@86. PR Comments at 94.

The Commission finds the Mixed NDC Machinable Barcoded Parcels, Mixed NDC Irregular
Barcoded Parcels, and Mixed NDC Barcoded Marketing Parcels passthroughs were not
adequately justified pursuant to 39 U.S.C. 8§ 3622(e)(2) in FY 202 to the discount
approved in Docket No. R2021L, which is set below avoided costs, the Commission finds that
no further action is necessary to bring these passthroughs into compliance in FY.2021

36 See39 C.F.R. § 3030.283 (restricting workshare discounts above 100 percent) andr3% G(30.284 (restricting workshare discounts below
85 percent).
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(2) NDC Machinable Barcoded Parcels and NDC Marketing
Parcds

NDC Machinable Barcoded Parcels and NDC Marketing Parcels had passthroughs of 113.8

percent and 120.3 percent, respectively. FY 2020 ACR at-18. The Postal Service notes

both discounts saw increases in their avoided costs in FY 202d. In Docket NoR2021-1,

the Postal Service set each of these discounts such that their corresponding passthroughs

are projected to be 117.4 percent and 157.5 percent, respectivelg. The Postal Service

intends to realign these discounts with their avoided costs in theext Market Dominant

rate case or seek appropriate waiver under 39 C.F.R. § 3030.286.The Postal Service did

not identify any statutory exception to justify these excessive passthroughs.

4EA OOAI EA 2APOAOCAT OAOEOA 1 itnted @ reGueidigéne OEA 071 OO
passthrough to below 100 percent in the next market dominant rate case or seek a waiver

O1 AAO OEA TAx 0OOI AO AAAEOEITAI T U OAOEOEEAO OE
commitment to reducing excessive passthroughs by 10 pezat. Id. at 95. He concludes that

no further action is necessary at this timeld.

The Commission finds that NDC Machinable Barcoded Parcels and NDC Marketing Parcels
were not adequately justified pursuant to 39 U.S.C. § 3622(e)(2) in FY 2020. The Coommiss
expects the Postal Service to reduce this passthrough in the next Market Dominant price
adjustment in compliance with 39 C.F.R. 88 3030.280 through 3030.284, or to seek a waiver
under 39 C.F.R. § 3030.286

b. Carrier Route

One workshare discount for Carmer Route exceeded its avoided costs in FY 2020:

1 DSCF Dropship Letters

In FY 2020, the passthrough for Carrier Route DSCF Dropship Letters was 107.4 percent,
down from 133.3 percent in FY 2019. FY 2020 ACR at 18. In Docket No. R2@2fhe Postal
Service leduced this discount such that its corresponding passthrough will drop to 88.9
percent.ld. The Postal Service asserts that, accordingly, no further action is necessary to
bring this passthrough into compliance with the statuteld. The Postal Service dichot
identify any statutory exception to justify this excessive passthrough.

Noting the reduction in the passthrough caused by the rate change, the Public
Representative concludes that no further action is necessary at this time. PR Comments
at 95.

The Conmission finds that the Carrier Route DSCF Dropship Letters passthrough was not
adequately justified pursuant to 39 U.S.C. § 3622(e)(2) in FY 2020. Due to the discount
approved in Docket No. R2021, which is set below avoided costs, the Commission fimals t
no further action is necessary for Carrier Route DSCF Dropship Letters to bring this
passthrough into compliance in FY 2021.
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4. Package Services

No Package Services workshare discounts exceeded the avoided costs of the corresponding
mailer worksharing activity in FY 2020 and, therefore, all discounts were consistent with
39 U.S.C. § 3622(e) in FY 2020.

The Commission finds the discounts for Package Services were less than avoided costs and
were thus consistent with 39 U.S.C. § 3622(e) in FY 2020. The Gsimmcommends the
Postal Service for using its pricing flexibility to ensure full compliance of this class in FY 2020.
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CHAPTER. MARKET DOMINANT
PRODUCTS: OTHER RBNIEFEE
COMPLIANCE ISSUES

A. Introduction

Commenters raise other rate and fee compliece issues, including norcompensatory
products and pricing issues related to cost coverage.

This chapter begins with an analysis of nortompensatory products organized by class. It
also includes a discussion of other issues raised by commenters.

B. Non-Compensatory Products
1. Periodicals

a. Introduction

The Periodicals class is comprised of two productn-County3” and Outside County.

Revenue for both of these products was insufficient toover attributable costs in FY 2020.

In FY 2020, the cost coverage of theeRodicals class continued its steady and persistent

decline. The overall class cost coverage fell to an-&ilihe low of 56.9 percent. Below, the

Commission discusses the FY 2020 financial results for Periodicals in more detail and then
reviews the Postal3 AOOEAASO OAOET AEAAT O O0OEAET C 2API 00
directive. In addition, the Commission discusses Periodicals cost and service issues in

ChapterVI.

The Commission encourages the Postal Service to improve the cost coverage of Pecais
by reducing costs and implementing price changes to send efficient price signals.
Therefore, in FY 2021, the Commission will continue to require the Postal Service to report
on its efforts to reduce costs, as discussed in Chaptél. The Commission so directs the
Postal Service to file, in the FY 2021 ACR, a FY 2021 Periodicals Pricing Report that
analyzes the impact of the Docket No. R2021 price adjustment.

37 The InCounty product is typically used by smaller circulation weekly newspapers for distribution within the county of publication.



Docket No. ACR2020 -21-

b. Previous ACD Directives

The Periodicals class has consistently failed to cover costs, aheé Commission has
repeatedly encouraged the Postal Service to improve Periodicals cost coverag&eginning
with the FY 2015 ACD, the Commission has directed the Postal Service to file a Periodicals
Pricing Report that analyzes how pricing decisions impdcost, contribution, and revenue.
FY 2015 ACD at 224.

In FY 2015, the Commission also directed the Postal Service to develop a plan to measure,
track, and report on cost and service issues related to flshaped products.d. at 181. The 3
Postal Servicd O OAOBPIT T OA O OEA &9 ¢mpu AEOAAOEOAN
rulemaking, is discussed in more detail in Chaptev|. of this Report.

C. FY 2020 Financial Results

The cost coverage for Periodicals decreased from 64.0 percent in FY 2019 to 56.9 percent
in FY 2020. As Figure IHL illustrates, Periodicals cost coverage continues to decline,
resulting in a cumulative negative contribution of almost $8.2 billion from FY 2007 to
FY2020. Note that the contribution in FY 2016 (blue bar) is the cumulative negae
contribution from FY 2007 to FY 2016 and the cumulative negative contribution continued
to accumulate from FY 2016 to FY 2020.

38 Seeg.g, Docket No. ACR200®8nnual Compliance Detwrination, March 29, 2010, at 75 (FY 2009 ACD); Docket No. ACR20LQ)
Compliance Determinatiptarch 29, 2011, at 94 (FY 2010 ACD); Docket No. ACR20i1A] Compliance DeterminatioMarch 28, 2012,

at 105106 (FY 2011 ACD); Docket No. ACRZ01r2ial Compliance DeterminatipMarch 28, 2013, at 997 (FY 2012 ACD); Docket No.
ACR2013Annual CompliancBetermination, March 27, 2014, at 45 (FY 2013 ACD); Docket No. ACR201dyal Compliance Determination
March 27, 2015, at 481 (FY 2014 ACMpcket No. ACR201Annual Compliance Determinatiddarch 28, 2016, at 581 (FY2015 ACD);
Docket NoACR2016Annual Compliance Determinatiddarch 28, 2017, at 448 (FY 2016 ACD); FY 2017 ACD at 50; FY 2018 ACD at 46;
FY2019 ACD at 25.
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Figure 141
Periodicals Annual and Cumulative Contribution and Cost Coverage, FY¢E¥1802¢°
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Source: Library Referea PREC.RACR20265.

Unit revenue for the Periodicals class as a whole decreased from 25.8 cents in FY 2019 to
25.6 cents in FY 2020. FY 2020 ACR at 28. However, unit attributable ébgticreased from
40.3 cents to 44.9 cents during the same period.Seelibrary Reference PRE.R-ACR2020

5. The 0.8 percent decrease in unit revenue coupled with the 11.5 percent increase in unit
cost caused unit contribution to decline in F2020. Id. Figure 1lF2 details the unit cost,
revenue, and contribution for Periodicads as a whole from FY 2016 to FY 2020.

39 Complete F2007 to FY 2020 Periodicals data can be found in Library ReferenddRPAR&20245.

40|n this Report, attributable cost means incremental c&steDocket No. RM2018 3 h NRSNJ / 2y OSNYy Ay 3 | yAGSR t I NDSt
Changes to Postal Service asMethodologies (UPS Proposals One, Two, and Three), September 9, 2016, at 125 (Order No. 3506). The
attributable cost for years before FY 2016 reflect the accepted methodology for those years and has not been recalculated.

41 The changes in unit attribable cost for Outside County Periodicals are discussed in detail below.
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Figure 142
Periodicals Unit Cost, Revenue, and Contribution, FY 26¥6202¢?
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d. Comments on Periodicals

OAOET AEAAT O O11 061 A6 AT A OEA OAOGOI OET ¢ Al x1 xAO
AO pnys (A OOAOAOG OEAO OrDYAOOEAOI AO Ai PEAOGEO
County Periodicals since that product lost $730 miltin in FY 2020 compared to the $49

million lost in the same period by In# T OT OU O0AIGET AEAAI 086

e. Commission Analysis

Since FY 2007, Periodicals volume declined 54.5 percent, total revenue declined 53.2

percent, total attributable cost declined 31.8 percentand the Periodicals class accumulated

negative contribution of almost $8.2 billion.SeeLibrary Reference PRE.R-ACR20205. In

its review of the PAEA, the Commission noted thatneAT | DAT OAOT éhtinudtoAOOA O ¢
hinder the achievement of Objective 1rfaximize incentives to increase pricing efficiency),

Objective 5 (assure adequate revenues, including retained earnings, to maintain financial

OOAAEI EOQUQqh AT A |/ AEAAOGEOA ¢y j XOOAAI EOE AT A T A
As detailed in Figure 11}2, from FY 2A.9 to FY 2020, unit revenue decreased by 0.8 percent

and unit attributable cost increased by 11.5 percent. The widening gap between unit

revenue and unit attributable cost resulted in a lower unit contribution and an increasing

42 Complete FY 2007 to FY 2020 Periodicals data can be found in Library ReferehBAERC025.

“3Docket No. RM2013, Notice of Proposed Rulemaking for the System for Reguladiteg Bnd Classes for Market Dominant Products,
December 1, 2017, at 85 (Order No. 4258).
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total negative contribution for Periodicals. To understand the contribution shortfall of
Periodicals, the Commission analyzes Periodicals costs and Periodicals prices.

(1)  Unit Costs and FY 2020 Operational Initiatives to
Reduce Costs

In FY2020, the Outside County product constituted 88 percent of all Periodicals volume
and 94.4 percent of total Periodicals attributable cost? Figure I1I-3 shows that Outside
County Periodicals unit attributable cost increased by 5.25 cents from FY 2019 to FY 2020.

Figure 143
Change in Outside Counferiodicals Unit Attributable Cost&,FY 2016FY 202¢f
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In FY 2020, the unit attributable costs increased for mail processing, delivery, and other
costs4” Because Periodicals is comprised of flaahaped mail the operational changes and
initiatives designed to reduce flatshaped mail costs described by the Postal Service as
required by 39 C.F.R. § 3050.50 relate to PeriodicasAs discussed further in ChapteW!I.,
the Postal Service has been unable to quantithe expected impact of those operational

4“SeePRALRACR202p = 9EOSt FTAE{S 4C, Hnwun /1o tSNA2RAOIf ADEf AE®E

45The figures in this tab do not include piggybacks. A majority of the other costs are piggybaitkethé processing, delivery, and
transportation.

46 Complete FY 2007 to FY 2020 Periodicals data can be found in Library ReferehBEARRC024.
47 Other costs included in Figure3linclude cost segments 1, 2, 8, 11, 12, 13, 15, 16, 17, 18, 1®and 2
48 Seelibrary Reference USIES 2645, December 29, 2020.
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initiatives and changes'® SeeChapterVI. Therefore, the Commission is unable to determine
the impact of these initiatives on the costs of Periodicals. However, the Commission notes
that despite these initiativesthe costs of handling Periodicals continue to increase.

All of the Commission recommendations pertaining to reducing flats costs in Chagterf

this Report apply to Periodicals. In Chaptet., the Commission reiterates its longstanding

finding that despite numerous cost reduction initiatives designed to reduce-8atped mail

AT 600Oh OEAOGA Ai OO0 Ai1 OET OA O OEOA8 4EA #11i
continued inability to reduce costs for Periodicals. The Commission also contirules t

concerned with the lack of progress the Postal Service has made in its ability to quantify the

cost savings of its initiatives. Without knowing the impact of its initiatives on the costs of

Periodicals, it will be difficult for the Postal Service teduce those costs.

(2)  Periodicals Pricing Efficiency

In the FY 2019 ACD, the Commission directed the Postal Service to include an updated
version of the Periodicals Pricing Report in its FY 2020 ACR. FY 2019 ACD at 32. The
updated report was to include an anbysis of how the pricing in Docket No. R202Q
impacted the cost, contribution, and revenue of Periodicals in FY 2020 and whether the
new pricing improved the efficiency of Periodicals pricing in FY 2028

The Postal Service states that the most signifinichanges to Periodicals pricing in Docket
No. R20201 were the pricing signals for preparation of mail in sacks and trays. Periodicals
Pricing Report at 3. The Postal Service originally sought to insulate small mailers from
significant rate increases bypricing sacks below modeled cost, but over time, the Postal
Service gradually increased the price of sacks so that the relative prices gave customers
incentives that are better aligned with the costs incurredld. The Postal Service also
observes that pridng incentives aimed at increasing carrier route pallets increased the
proportion of mail with carrier route preparation. Id. The Commission notes that although
mail processing costs for these pieces decreased by a small amount, other cost increases
and ashift in the mail mix to less presorted categories resulted in no noticeable
improvement in cost coverage for Periodicals mail as a whole.

4EA 01 OOAT 3AOOEAA OAPT OOO OEAO OEA Al 1 OAETAO
states that less mail qualified for SCF/Flats Sequencing System (FSS) Facility pallets and
more mail was prepared on mixed area distribution center (MADC) pallets and in sackd.
The Postal 8rvice asserts that when mailed volume declines, density declines, and in turn
the volume qualifying for more finely presorted containers declines as welld.

49The Docket No. RM204¥regulations require the Postal Service to provide new information and report on cost savings initiatives. The Postal
Service is required to provide this information with FY 2021 ACR.

501d. The Postal Service filed this updated report as Library ReferenceFY2B8!, December 29, 2020, Update to Periodicals Pricing Report
(Periodicals Pricing Report).



Docket No. ACR2020 -26-

AEA OAOEI AEAAT O 0OEAEI C 2API OO6 OOAOAO OEAO Or
hasseen a relative decline in mail presorted to carrier route, while the proportion of 5D,

o$h 11$# AT A -1 $# bOA @l adTAPodtalIenvice EohcludeS hat x 1 8 &
the shift in the aggregate preparation profile of Outside County Periodicals frohigh

density preparation towards lower density preparation resulted in a slight increase in the

unit mail processing costs because lower density preparation incurs more piece handlings.

Id. at 6.

In FY 2016, mailer presortation of Carrier Route Outsid€ounty Periodicals peaked at 64.6
percent. As Figure 1144 illustrates, mailer presortation of Carrier Route Outside County
Periodicals decreased each year from FY 2016 to FY 2020.

Figure IH4
Change in Outside County Periodicals Mail Mix, FY 26:46202°1
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The Periodicals Pricing Report discusses the recent shift away from higher levels of
presortation due to declining subscriber bases and lower density of publications. The
Postal Service states that the vaime of Periodicals mail has continued to decline for
decadeshput the magnitude of the decline for FY 2020 stands oud. at 1. In addition to the
production and supply issues related to the COVHDO pandemic, the Postal Service asserts

51 With the implementation of Docket No. R2045prices, some mailpces that were previously Carrier Route were required to be prepared at
the FSS level between FY 2015 and FY 2017. Hence, the Carrier Route and FSS pieces are aggregated to demonstrate wheathegree t
mailers prepared Outside County Periodicals maliBgeFY 2018 ACD section 111.B.2



Docket No. ACR2020 -27 -

that the demand fo delivery of Periodicals has declined due to consumer preferences for

editorial content, alternative delivery channels, and the cost of production inputdd. at 2.

The Commission notes the continued EODAOEOU AAOxAAT OEA o1 O0OAI
that appear to encourage ®igit presortation and discourage Carrier Route presortatior?

Most Outside County Periodicals volume is presorted to Machinable Automatior&git or

Carrier Route Basic. Figure b details changes in passthroughs for CarridRoute Basic

and Machinable Automation 5Digit piece presorting from FY 2016 to FY 2020.

Figure 45
Carrier Route Basic and Machinable AutomatiofDigit Passthroughs
are Less than 100 Percent
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Source: Library Reference PRRACR2026%5.

The Commissbn encourages the Postal Service to set prices that yield passthroughs closer
to 100 percent which would promote Periodicals pricing efficiency. Discounts are most
efficient when they are set at their corresponding avoided costs. Passthroughs set under
100 percent generally reflect a situation where the discount offered to mailers is less than
OEA 01 OOAI 3AOOEAAGO AOT EAAA Al 008

Inefficient pricing signals may contribute to Periodicals revenues not covering costs if the
price does not incentivize mailers tgprepare Periodicals mailings efficiently. Continued
improvement of the relationship between discounts and avoided costs should signal to the

52SeeFY 2013 ACD at 21; FY 2014 ACD at 15; FY 2015 ACD at 18; FY 2016 ACD at 19; FY 2017 ACD at 22; FY 2018 ACD atl®).FY 2019 ACD



Docket No. ACR2020 -28-

mailer the mail preparation method that is most efficient for both the Postal Service and
the mailer53

Onthewhd Ah OEA #1111 EOOEIT AiT1T Al OAAO OEAO OEA ol
2ADT OO0 T AATET ¢cAEOIT U OAOPTITAO OI OEA #1 i1 EOOEI
narrative and workpapers containing quantitative analyses. By performing a quantitative

analysis ofchanges in cost, contribution, and revenue after implementation of new prices,

the Postal Service has begun to make progress in analyzing the pricing efficiency of

Periodicals. Such analysis provides a useful tool for the Postal Service to more fully

understand potential impacts of new prices on cost, revenue, and contribution. In future

rate adjustments, the Postal Service should rely on this analysis to aid in increasing

Periodicals pricing efficiency.

The Commission directs the Postal Service to proadaipdated version of the Periodicals
Pricing Report in its FY 2021 ACR. The report must include an analysis of how the pricing in
Docket No. R2021 impacted the cost, contribution, and revenue of Periodicals in FY 2021
and whether the new pricing improed the efficiency of Periodicals pricing in FY 2021.

2.  USPS Marketing Mail Flats

a. Introduction

In FY 2020, USPS Marketing Mail Flats experienced its worst cost coverage since the

product was established in FY 2007. In the FY 2019 ACD, the Commission requizqatice

increase for USPS Marketing Mail Flats at least 2 percentage points above the class average.

FY 2019 ACD at 43. Despite this and other past directives, the Postal Service has failed to

Ei POi OA OEEO DPOI AOAOGO Al O phased@d heAsgblidyl O O EA
received by USPS Marketing Mail Flats. Therefore, the Commiss@rce again directs the

0T OOAT 3AOOEAA O ET AOAAOGA 5303 -AOEAOQEI C - AE
price adjustment by at least 2 percentage points aboube class average. In addition, the

Commission also encourages the Postal Service to improve the cost coverage of USPS

Marketing Mail Flats by achieving cost reductions for this product. To that end, the

Commission will continue to require the Postal Seiee to report on its cost reduction

efforts with regard to flat-shaped mail products, as discussed in Chaptgt. of this Report.

b. Background FY2010, F2015, F2018, and FY 2019
Directives

The Commission has issued four specific directives related to tloest coverage of USPS
Marketing Mail Flats, which are discussed in further detail below. The FY 2010 directive
focused both on improvirg revenues and reducing cost3-he FY 2015 directive was issued
after continued cost increases, and focused on improvingporting with regard to cost
reduction efforts. The FY 2018 and FY 2019 directives built on the previous directives, and
added focus on improving revenues as a result of continued cost coverage declines. These

53SeeFY 2009 ACD at 76; FY 2010 ACD-a79BY 2011 ACD at 1080; FY 2012 ACat 100101; FY 2013 ACD at-23; FY 2014 ACD at-18;
FY2015 ACD at I9; FY2016 ACD at 320, FY 2017 ACD at-28; FY 2018 ACD at-28; FY 2019 ACD at 31.
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directives also continued reporting on costeduction efforts as part of the FY 2015
directive.

(1)  FY 2010 Directive

In the FY 2010 ACD, the Commission determined that the prices in effect for USPS

Marketing Mail Flats in FY 2010 did not comply with 39 U.S.C. § 101(d), which requires the

costs of postdoperations to be apportioned to postal users on a fair and equitable basis.

Fy¢cmpmn ! #%$ AO pmne8 4EA #1111 EOCOETI T AEOAAOAA OEA
cost coverage through a combination of abovaverage price adjustments (consistent with

price cap requirements) and cost reductionsld. In addition, the Commission directed the

Postal Service to provide the following information in each subsequent ACR:

9! AAOAOEDPOEIT 1T &£ 1 PAOAOGEIT Al AEATCAO AAOEC
fiscal year and an estimation of the financial effect of such changes;

1 A description of all costing methodology or measurement improvements made in
the previous fiscal year and the estimated financial effects of such changes;

1 A statement summarizing the historcal and current fiscal year subsidy for the Flats
product, and the estimated timeline for phasing out this subsidy.

Id. at 107.

Inits FY 2012, FY 2013, and FY 2014 ACDs, the Commission found that the Postal Service
made progress towards addressing the sues raised in the FY 2010 ACD, and concluded
that no additional remedial actions beyond those prescribed in the FY 2010 directive were
required.>4

(2) FY 2015 ACD Directive

In FY 2015, the Commission found that sufficient progress was no longer being made, and

required the Postal Service to develop a plan to measure, track, and report on cost and

service issues relatedto latOEADAA DOT AOAOO8 &9 c¢cmpuv !'#% AO »p
response to the FY2015 directive is discussed in more detail in Chaptev|. of this Report.

In FY 2016 and FX2017, the Commission found that no progress was made toward

addressing the FY2010 ACD directive. FY 2016 ACD at 57; FY 2017 ACD at 59.

(3) FY 2018 ACD Directive
)T &9 ¢mpyh OEA #7111 EOOEIT AElidgTabure@Edply OEA 01 O
with the FY 2010 directive required further corrective action. FY 2018 ACD at #@1. The
Commission implemented the FY 2018 directive based aost coverage declines,
substantial unit cost increases, inadequate unit revenue increasesnd other alarming
metrics.Id.AO xnm8 4EA #1 i1 EOOEIT &£ O A OEAO OEA 0160
using reasonable assumptions, when the USPS Marketing Mail Flats product will cover
AT OO0Oh 1T O xEAO OEA Ei PAAOOPOORBEACWERITEOGBDEDR
Additionally, the Commission noted that the Postal Service had chosen to increase USPS

54SeeFY 2012 ACD at 116; FY 2013 ACD at 54; FY 2014 ACD at 47.
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- ACEAOGET ¢ - AE1 &1 AOOS DPOEAMNGheCbmmissionbnEd ET Al 1 U
again found the situation with regard to Flats tdoe a violation 0f39 U.S.C. § 101(d)d.
at72.

In its FY 2018 directive, the Commission required the Postal Service to propose a price
increase for USPS Marketing Mail Flats that is at least 2 percentage points above the class
average for Marketing Mdliin the next Market Dominant rate adjustmentld. The
#1 11 EOOETT Al 0 OANOEOAA OEA 01 OOAI 3AOOEAA
FY2010 and FY2015 directives.Id.

(4) FY 2019 ACD Directive

In FY 2019, the Commission found that USPS Marketing Miliats continued to violate
39 U.S.C. § 101(d), and directed the Postal Service to continue to take corrective action.
FY2019 ACD at 42. The Commission once again required the Postal Service to propose a
price increase for USPS Marketing Mail Flats thatas at least 2 percentage points above
the class average for Marketing Mail in the next Market Dominant rate adjustmenndl. at 43.
The Commission also required the Postal Service to continue responding to the
#1 1 1 EOORDID &8nd FYROA5 directives. Id.

C. FY 2020 Results

In FY 2020, USPS Marketing Mail Flats had a cost coverage of 63.3 pergefss shown in

Figure 111-6, cost coverage for USPS Marketing Mail Flats has steadily declined since

FY 2015, when the cost coverage was 80.3 percemitibrary Reference PRE.R-ACR202064.

YT &9 c¢me¢mh 5303 - AOEAOET C - AEI &1 AOOGS AT 6O A
points to its lowest value everld. Negative contribution increased by $35.7 million in FY

2020, in stark contrast to FY 2019, when negative corbution decreased slightly.ld. This

increase in negative contribution is troubling, given that volume plunged 16.2 percent

between FY2019 and FY2020. Id. The cumulative contribution loss from USPS Marketing

Mail Flats from FY 2008 through F2020 has ¢timbed to a negative $7.5 billionld.

(@}

B¢KS /2YYAAadRWDE ORBOAEOR®A2Yy RAFFSNE FTNRBY (KS t2aidlt {SNBAOSQa OFfC
includes fees in the revenue for each produeel ibrary Reference PRERACR20241.
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Figure 146
USPS Marketing Mail Flats Cost Coverage and Contribution, FYGEY18026P
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4EA o071 OOAT 3AOOEAA AOAOEAA GarHildme HeklAcOnirao A ET A
and in flat-shaped mail pieceé x EEAE AAOOAA Of AEl DOT AAOGOET ¢/
A EAOOAO OAOARROARIat 15 BpediiCatypthe #@stal Service asserts that:

From FY 2009 to FY 2020, Flats volume decreased from hilion
pieces to 3.2 billion pieces; AFSM 100 annual Total Pieces Fed
(TPF) decreased from 24.4 billion to 10.1 billion; and aggregate
AFSM 100 productivity has fallen from 3,114 pieces per work hour
(excluding flat preparation operations) to 2,096 piecs per hour.
Because setup and breakdown activities are largely invariant to
processed volume, the continued volume declines necessarily lead
to higher unit mail processing costs.

Id.at15p @8 4EA 01 OOAIT 3 A OO-RadliAg, whictOshifts AiccesAodddidd OEAO  (
High Density, is a secondary influence contributing to the volume decline in Flats . . .
[because] [t]he continued increase in camailing and shifting of volumes to finer presort

5 Complete USPS Marketing Mail Flats data for FY 2088 2019 can be found in Library Reference ERACR20191.
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levels . . . leaves fewer pieces in Flats and Carrier Routereby putting upward pressure
on Flats and Carrier RoutepePEAAA | AET DPOaAKOOETI ¢ Al 600806

d. Postal Service Responses to FY 2010 aRd1IBYACD
Directives

In response to the FY 2010 ACD directive, the Postal Service notes that four methodology
changes affected USPS Marketing Mail Flats in FY 2020. FY 2020 ACR at 23. These
methodological changes are summarized in Table {l. If these methodological changes
were in place during FY 2019, unit attributable cost in FY 2019 would have been 2.7 cents
lower, as shown in Table IH1. Accounting for this methodology change, the yeaver-year
increase in unit attributable cost for USPS Marketing Mail Flats in FY 2020 was 8.7 cents,
rather than the 6.0 cents shown by a direct comparison of the reported itrattributable

cost for each yearSee idat 24.

Table I#1
USPS Marketing Mail Flats Cost Methodology Changes FY 2020

Docket No. | Explanation Cost ipact (cents)

Revised the cost attribution procedures for
RM20196 Special Purpose Routes -0.2

Updated inputs into the analysis used for the allocati
RM202D-1 of facility-related costs 0.1

Updated the city carrier regular
RM20207 delivery time variabilities -0.5

Changed the hOffice Cost System (IOCS) methodolc
for sampling city carrierbased on the
RM202010 IOCS cluster concept 2.1

Net Impact -2.7

Source: FY 2020 ACR at22B3

The Postal Service reports that it is unable to provide an estimated timeline for phasing out

the subsidy.ld. at 25-26. The Postal Service explains that it proviet a description of o

I PAOAOCET T Al AEAT CAO AAOGECT AA the sepatafe ePolting &1 AOOB
that it was required to comply with pursuant to 39 C.F.R. § 3050.50(%.

In Response to the FY 2019 ACD Directive, the Postal Service proposed,tae

Commission approved, a 3.553 percent price increase for USPS Marketing Mail Flats in
Docket No. R20211.58

5 Seelibrary Reference USPES2on p T/ KF LJGSNJ L ® ¢KA& Aa GKS A yoIRdiectvai A 2y NBIjdzA NSR o6& @

58 SeeDocket No. R2021, Order on Price Adjustments for FiSlass Mi#, USPS Marketing Mail, Periodicals, Package Services, and Special
Services Products and Related Mail Classification Changes, November 18, 2020, at 261 {@blieMNo. 5757).
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e. Comments on USPS Marketing Mail Flats

The Public Representative notes that cost coverage has been declining since FY 2013. PR
Comments at 68. Id also notes that volume has declined precipitously since FY 2008,
particularly in the last fiscal year.See idat 70.

The American Catalog Mailers Association (ACMA) highlights that rates have increased
faster than consumer price index (CPI) factor pries in recent years?® They argue cost
coverages will continue to decline as rates for flats increase. ACMA Comments at 2. ACMA
points out that nonprofit mail continues to occupy a growing portion of USPS Marketing
Mail Flats, putting downward pressure on uit revenues.ld. at 4. ACMA also notes the
compound annual growth rate for USPS Marketing Mail Flats and USPS Marketing Mail
Carrier Route unit costs have grown faster than letters over the last 22 yeaSee idat 7.

ACMA compares the difference in costetween 5-Digit Automation Flats and Carrier Route.
They note that this cost difference has grown from 9.7 cents in 2007 to 23.4 cents in
FY2020.1d. at 8. ACMA conjectures that the difference in cost is not reflective of the fact
that 5-Digit Automation Flats receives one sort whereas Carrier Route does néd. ACMA
also points out thatunit costs for 5-Digit-Automation Flats have increased in cost pools that
are assumed to be 100 percent volume variable, and that increases in such cost pools
should hawe no effect on unit costsld.

PostComa®A OO0 OEAO OE Ais dtlieufshlé or Bnilind o Aedpor@ ® flass 8
OT1 60l A AEAT CAO AU OAITOGET C AT OO0806 01 00#1 1 #1
rates for USPS Marketing Mail Flats should be ldeconstant to avoid further increases in
unitcosts.ld.at7.4 EAU AOCOA OEA woldldaguably bd Feteddf Aoklingd8 8 8
prices constant to limit volume losses rather than driving additional volume from an
ET £ AGeAl A AT A ®I AEZEAEAT O T AOxI1 OE860

f. Commission Analysis

The Commission first analyzes the cost coverage and unit contribution of USPS Marketing

-AET &1 AOO AT A OEA 01 OOAI 3AOOEAAB8O DPOI COAOGO
Second, the Commission computes the intrelass subsidyprovided to USPS Marketing Mail

Flats by other products within the USPS Marketing Mail class. Third, the Commission

evaluates changes in the produelevel volume distribution of flat-shaped USPS Marketing

Mail. Fourth, the Commission examines USPS Markefin - AET &1 AOOGS8 AT 6000 EI
reviewing actual unit cost results, and changes in major cost segments. Fifth, the

#1 11 EOOETT AOAI OAOAO AEAT CAO ET OT EO OAOAT OAO
for USPS Marketing Mail Flats following the FX010 ACD. Finally, the Commission once

ACAET AEOAAOO OEA o071 OOAI 3AOOEAA O1 EIipOi OA O
price increase that is at least 2 percentage points above the class average in the next

Market Dominant price adjustment.

59|nitial Comments of the American Catalog Mailers Association (ACMA)aReBr 2021, at 2 (ACMA Comments). ACMA filed a Motion of the
American Catalog Mailers Association for Late Acceptance of its Initial Comments in Docket No. ACR2020, February 2 A20@1i¢ACM
The ACMA Motion is granted.
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(1) FY 202D Cost Coverage and Unit Contribution

In this section, the Commission analyzes the overall progress the Postal Service has made

at improving the cost coverage and unit contribution for USPS Marketing Mail Flats. Cost
coverage and unit contribution are bothfunctions of cost and revenue; therefore, the

Commission discusses trends in cost and revenue in this section. In Sections 3 and 4 below,
OEA #7111 EOOEIT AT AT UUAO Al 00O AT A OEA o1 OOAI
revenues and the Postal SsOEAAG O A&£A 000 O1 ET AOAAOA DPOEAAC
Despite the FY 2010 ACD directive to improve cost coverage, the cost coverage for USPS
Marketing Mail Flats fell to 63.3 percent in FY 202Qibrary Reference PRE&.R-ACR20204.

The FY 2020 cost coverage is now the loweecorded cost coverage for USPS Marketing

Mail Flats since it was designated a product. This is the sixth consecutive year that cost

coverage declined. As shown in Figure HT, the unit contribution of Marketing Mail Flats

was-24.4 cents in FY 2020, 4.9 cent decline from FY 2019. As Figure 1l also shows, the

Postal Service was successful at increasing unit revenues by 2.7 percent, or 1.1 cents, in FY
2020. However, this slight increasavas eclipsed by an increase in unit attributable cost of

6.0 cents. This most recent unit contribution is the lowest ever for USPS Marketing Mall
Flats.

Figure 47
USPS Marketing Mail Flats Unit Revenue, Attributable Cost, and Contribution,
FY 2016FY 2020
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The Commissin finds that the Postal Service has been unsuccessful atimproving the cost
Al OAOACA 1T &£ 5303 - AOEAOEIT C -AEI &I AOO AO OANO
and FY 2019 ACD Directives.

(2) Intra-Class CrossSubsidy

The Commission next analyzes the ineasingly negative impact that USPS Marketing Mail

Flats has on other products within the USPS Marketing Mail class. In the FY 2@X0D, as

part of its finding of noncompliance, the Commission analyzed the intrelass subsidy

received by USPS Marketing Mahlats, specifically from USPS Marketing Mail Letters, and

£ 01T A OEAO OEA OAOAO &£ O 5303 -AOEAOET C - AEI
AT OO0 Al OAOACA OET OOZAI 1T OEAO AOOAAT AA s AEI AOO
The Commission issuedhe FY 2010 ACD directive with the intent of allowing the Postal

Service to reduce the contribution gap between these products.

However, as Figure I8 shows, despite the FY 2010 ACD Directive, the contribution gap
between USPS Marketing Mail Lettersnal USPS Marketing Mail Flats has continued to
increase at an accelerated rate. In FY 2010, the contribution gap between USPS Marketing
Mail Letters and USPS Marketing Mail Flats was 16.8 cents. InZ020, the contribution

gap between these two products inreased to 33.2 cents. From FY 2010 to 2020, the
contribution gap between USPS Marketing Mail Letters and USPS Marketing Mail Flats has
nearly doubled.

60 SeeFY 2010 ACD at 1408; Docket No. ACR204®, Order on Remand, August 9, 2012,-a0§Order No. 1427%ee also United States Postal
{SNBo® o t 2a6eraF.3uw 1B (0. TivZDY2).

61 Order No. 1427 at 8. The contribution gap is calculated as the differeatween the unit contribution made by USPS Marketing Mail Letters
and the unit contribution made by USPS Marketing Mail Flats.
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Figure 148
USPS Marketing Mail Flats and Letters Unit Contribution
and Contribution Gap FY 20¢BY 2020
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Since the Commission issued the FY 2010 directive 10 years ago, cost coverage has
plummeted 18.5 percentage points to 63.3 percent; the cumulative negative contribution

over the years FY2008 through FY 2020 totals $7.5 billion; and the unit contribution of

USPS Marketing Mail Flats has decreased by 22.2 cents. During the same period, the overall
cost coverage for USPS Marketing Mail Letters only fell by 10 percentage points while the
unit contribution for USPS Marketing Mail Letters increased by 2.4 percent.

The Commission finds that USPS Marketing Mail Flats continue to violate 39 UB)C(d8.

The Commission finds that USPS Marketing Mail Flats possesses an unacceptable deficient
cost coverage thiacontinues to constitute an intreclass subsidy, unfairly burdening other
mailers within the USPS Marketing Mail class.

(3) Changes in thé’roduct-Level Mail Mix

The Commission notes, as part of its analysis for USPS Marketing Mail Flats, that changes in
the mail mix have occurred in recent years. Figure H9 shows the distribution of USPS
Marketing Mail Flats, Carrier Route Flats, and High Density/Saturation Flats volumes. High
Density/Saturation Flats have continued to occupy an increasing share of flahaped
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Marketing Mail. The Postal Service opines this trend is due to the increase inmailing,
which shifts mail toward finer presort levels. FY 2020 ACR at 16. While all three products
experienced volume decreases in absolute terms in FY 2020, USPS MankekMail Flats
volumes declined 16.2 percent whereas Saturation Flats only declined by 9.3 percduit.

Figure IH9
Volume Distribution of USPS Marketing Mail Flats, Carrier Route Flats, and High
Density/Saturation Flats FY 20&B6Y 2020
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Source: Librar Reference PRIRACR2024@!.

The increasing volume share of High Density/Saturation Flats leaves fewer mailpieces in

both USPS Marketing Mail Flats and Carrier Route Flats. The Postal Service argues that this

trend makes it difficult for it to contain costs for these two already norcompensatory
products because costs for operations set up and tear down (which the Postal Service
refers to as fixed costs) are now being spread over fewer mailpieces. The Commission
notes that the Postal Service should utile trends in the mail mix that have occurred in
recent years as a factor in its operational decisions.

(4)  Unit Costs and FY 2019 Operational Initiatives to
Reduce Costs

&OT T &9 ¢mpw O &9 ¢ngnh 5303 -AOEAOQET C
cents, or 9.9 percent. From FY 2010 to FY 2019, unit costs have increased 21.6 cents, or
48.2 percent. As camailing increases, the pieces remaining in USPS Marketing Mail Flats
face upwardpressure on their mail processing costs. Figure HLO shows that il

- AEI
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processing increased more, in absolute terms, than any other major cost segment for USPS
Marketing Mail Flats in FY 2022

Figure IH10
Unit Cost of Major Cost Segments FY 2019 and FY 2020
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The Postal Sevice has been unable to estimate the impact of its cost reduction efforts in
general, let alone isolate those impacts to specific products. In Chapté, the Commission
reviews the operational changes and initiatives the Postal Service has identified fitat -
shaped mailpieces in general, including USPS Marketing Mail Flats. Flats mail processing
costs are also examined in greater detail in Chapt&fi.

AEA #1171 EOOEIT ££ET A0 oddvction effditdwith regad o USPSAOOE A A G
Marketing Mail Flats have been unsuccessfin.ChapterVl, the Commission explains its N
Al 1T OET OAA Ai 1T AAOT O xEOE OEA 071 OOAI 3AOOEAAGO
initiatives to reduce costs for flashaped mail products, including USPS Marketing Mddts.

(5)  Unit Revenue and AbovéAverage Price Adjustments
$AOPEOA OEA #1711 1 E OO FEthelcdmOlatilvelsipitfall in Conthtiolidr OE OA O
USPS Marketing Mail Flats from FY 2008 through FY 2020 has grown to $7.5 billion. As

discussed above, the Ptal Service has been woefully unsuccessful at reducing the costsof
5303 - AOEAOEIT C - AEI &I AOO8 )1 OEEO OAAOEITThHh O

62 Mail processing unit cost increased 5.2 cents per piece from $0.328 to $0.380, or 15.9 percent. Transportation unieasstlioc? cents
per piece from $0.042 to $0.049, or 16.6 percent. Mail processing costs increased nearly seven times as much in absolote teem
percentage increase in transportation unit costs was slightly larger.
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efforts to improve cost coverage through price increases. First, the Commission looks at the

changesin unit revenues since the FY 2010 ACD directive. Second, the Commission reviews

OEA 071 OOAI 3AOOEAA8O POEAA AAEOOOI ADIOACDEI O 53

directive. Third, the Commission reviews the estimated impact of the Docket No. RZ01

DOEAA AAEOOOI AT O 11T 5303 -AOEAOEI C -AEI &I AO0O
(@) Changesn Unit Revenues

The Postal Service has proposed aboarerage price increases for USPS Marketing Mail
Flats in each Market Dominant price adjustment site the Commission issued the FY 2010
ACD directive. However, because of changes in the mail mix, ab@werage price increases
for this product have not translated into aboveaverage unit revenue increases. Figure Hl
11 shows the actual unit revenues of PS Marketing Mail Flats, as well as the estimated
unit revenues if unit revenues had increased consistent with the change in the customer
price index for all urban consumers (CRU) each year following the FY 2010 ACD directive.

Figure 1411

USPS Markéng Mail Flats Actual Versus Estimated Unit Revenue
FY 201QFY 2020
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As this graph shows, a price increase for a specific product does not always translate into
an equal increase in unit revenues because of hahifting within rate categories and
among other products within the class. Therefore, the Postal Service must remain
cognizant of mail mix changes when proposing prices, and do its best to meet the
requirements of the price cap while maximizing unit reenue increases within the product.
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Estimated Impact of Docket No. R20211 Price
Adjustment and Other Scenarios

In FY2020, the Postal Service proposed, and the Commission approved, a price increase of
3.553 percent for USPS Marketing Mail FlatSeeOrder No. 5757 at 20. This increase was
2.044 percentage points above the class averadd. Price adjustments from Docket
No.R2021-1 took effect in January 2021; hence, the actual impact from these price
adjustments will not be seen until FY 2021 data becomevailable.Id. at 115-16.

. AOAOOEAIT AOOh EI

OEEO UAAO0G60O

' #%$ DOI AAAAET Ch

provide estimates of the impact of this price increase for USPS Marketing Mail FI&J.able
[I1-2 shows the contribution estimates providal by the Postal Service for FY 2021. These
estimates show the negative contribution for USPS Marketing Mail Flats decreasing by
$55.1 million as a result of this price increase, assuming costs remain constant.

Table 142

USPS Marketing Mail Flats FY 2021
Estimated Contribution

Estimated USPS Marketing Mail| Improvement Over Base Yea
Flats FY 2020 Contribution (Millions)
(Millions)
No FY 2021 Price Adjustment (Base Year) ($733.4)
Docket No. R2021 Price Adjustment ($678.3) $55.1

Source: Library Refence PRCRACR2024@!.

Based on these projections, the Commission reaffirms its finding from th20B9 ACD that
the Postal Service has the capability to propose an abaverage price increase for USPS
Marketing Mail Flats that will improve unit revenes and contribution in a meaningful way.

(6) FY

2020 Directive

10O A OAOGOI O T &£ CEDTORAOOAI USABGOEADEAR AEAEINl EODEI
directive to increase the cost coverage of USPS Marketing Mail Flats, and because the

product continues to volate 39 U.S.C. 801(d), the Commission directs further corrective

action. The Commission makes this determination based on its past ACD findings, as well as

the analysis above that shows continued cost coverage declines, substantial unit cost
increases,insufficient cost reductions, inadequate unit revenue increases, and persistent

AAAT ETAO8 4EA #11 icBS®OOET 160
cross-subsidy has grown within the USPS Marketing Mail class; the Postal Service hasrb

OT AAT A O 1T AAOCOOA OEA Ei PAAO
and minimal aboveaverage price adjustments historically have been insufficient to
outweigh unit cost increases. The Postal Service has been unable to provikde

A N £ A N A s oa oA

T £ 1T DAOAOEIT T AI

8/ KIFANXIY Q& Ly MW NandiNotke/of RilifgjUdreiSéal, February 4, 2021, question 9 (CHIR No. 11).

E
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Commission with insight into the impact of cost reduction initiatives undertaken in
FY2020.

The Commission determines that once again requiring a price adjustment for USPS

Marketing Mail Flats of at least 2 percentage points above the class averagam

APDPOl POEAOA OAI AAU CEOAT OEEO DPOiI AOAOGGO Al OO
tool the Commission has used to some positive effect. Postal Service forecasts show that it
anticipates further positive impact on contribution as a result of he Docket No. R20241

price adjustment$4 The Commission, therefore, deems it appropriate to require a 2

percentage point aboveaverage price increase for USPS Marketing Mail Flats in the next

Market Dominant price adjustment. At the same time, the Commissi recognizes that

DOEAA ET AOAAOGAOG AITTTA xEil 110 OAD{d.GheEl OEA
full solution must come from a combination of revenue increases and cost reductions, and

the Postal Service must continue to pursue such cost rechions.

The Commission acknowledges the concerns of PostCom and ACMA that further price
increases will likely drive away additional volume, but no other practical solution to
improve cost coverage has been offered.

USPS Marketing Mail Flats is particulay emblematic of the problems that can occur when

a non-compensatory product continues to exist for a prolonged period. Since 2008, this
product has contributed negative $7.5 billion to the institutional costs of the Postal Service.
The Commission has idected the Postal Service to address these issues repeatedly to no
avail. This is the same remedy that the Commission ordered for USPS Marketing Mail Flats
in FY 2018 and FY 2019, and the Commission continues that approach this year.
Compliance with thisdirective will also satisfy the requirements of 39 C.F.R. § 3030.221.

The Commission finds that the issues raised in thB¥0 ACD regarding USPS Marketing

Mail Flats have continued to worsen. From FY 2010 to2B20, the cost coverage for USPS

Marketing Mail Flats has decreased 19 percentage points. In addition, the Postal Service

remains unable to predict, using reasonable assumptions, when the USPS Marketing Mail

&1 AOO POI AGAO xEI 1 AT OAO A1 6Oh 10 xslig OEA EI
ET EOEAOEOAOG8 )1 OEA 1 AAT OEi Ah OEA AAOOAI EI PA
on revenues will not be seen until FY 2021 data is available. However, based on projections

which show the likely impact on revenues to be positive, the Casion finds it appropriate

to continue the FX2018 and FY 2019 directives for another year. In the next generally

applicable Market Dominant price adjustment, the Postal Service must propose a price

increase for USPS Marketing Mail Flats that is at ledgtercentage points above the class

average for the USPS Marketing Mail class. stated above, the Postal Service must remain

cognizant of mail mix changes when adjusting prices and do its best to meet the requirements

of this directive and the price caghile maximizing unit revenue increases within the

product. Additionally, the Postal Service must continue responding to the requirements of the

64 Responses of the United States Postal Serviceto Questians 1 2 F  / KF ANXIF Yy Q& LYy FT2NXVI A2y wSljdzSad b2do w
(Response to CHIR No. 11).
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&9 otut !#%$ AEOAAOEOA AU OAAOAEI C 5303 -AOEAO
documentation of those efforts in future Annual Compliance Reports. Moreover, the Postal

Service must continue to comply with the FY 2015 directive, as further discussed in Chapter

VI.of thisReport.

3. USPS Marketing Mail Parcels

a. Introduction

As with USPS Marketing Mail Flat&)SPS Marketing Mail Parcels have a long history of

deficient cost coverage. As part of its FX019 ACD directive, the Commission required that

OEA 01 OOAI 3AOOEAA ET AOAAOA O0AOAAI 06 DPOEAAO A
average in the next Mrket Dominant price adjustment, which the Postal Service di¢¢.The

actual results of the Docket No. R2021 price adjustment will not be seen until FY 2021

data becomes available. Fortunately, the cost coverage and contribution for USPS

Marketing Mail Parcels improved dramatically in FY 2020. However, the Commission

remains concerned about the cost coverage for this product.

b. FY 2020 Results

In FY 2020, USPS Marketing Mail Parcels had a cost coverage of 76.5 percent, up 20

percentage points from FY 20136 The Postal Service explains that revenue per piece

increased 3.3 percent while unit cost declined a remarkable 23.1 percefitFY 2020 ACR

atpt8 4EA 01 OOAI 3AOOEAA 11 0A0 OEAO EO A 111xA
prices for USPS Marketing MaParcels by at least 2 percentage points above the class

average.ld. at 14-15. In Docket No. R20241, the Postal Service proposed, and the

Commission approved, a price increase of 16.791 percent for this product. Order No. 5757

at 20, Table V1. In DocketNo. R20201, the Postal Service proposed, and the Commission

approved, a price increase of 3.913 percent for this product, 2.053 percentage points more

than the average for USPS Marketing Mail. Order No. 5321 at 9, Tablellll

C. Comments on USPS MarketingiMParcels

The Public Representative confirms the price increase for USPS Marketing Mail Parcels was
far above the class average. PR Comments at 68. He notes that the planned price increase
for USPS Marketing Mail Parcels in Docket No. R2021s 16.8 pecent.Ild. He hopes these
price increases will help USPS Marketing Mail Parcels cover its costs in FY 20a1.

65FY2019 ACD at 44; Order No. 5757 at 20, Takle V

6 SeeUnited States Postal Service FY 28h8ual Compliance ReppRecember 27, 2019, at 16 ®imd ! / wO @ ¢KS [/ 2YYA & aA2Y Q3
O02@SN) 3S OFtOdzg I GA2y RAFFSNE T NBetausé SCommigsidn-includgs3eddantiie Se@siue rehod dzf | G A 2y ¢
product and the Postal Service does not.

87 The unit cost for both mail processing and delivery functions declined significants for USPS Marketing Mail Parcel.iS&el ipéy
Reference RGLRACR2024!.
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d. Commission Analysis

In FY 2020, USPS Marketing Mail Parcels did not produce sufficient revenues to cover its
attributable costs. The Commission &s previously directed the Postal Service to utilize its

intra-class pricing flexibility to eliminate the intra-class crosssubsidy received by this

product. FY2010 ACD at 108. In the F2019 ACD directive, the Commission required that

the Postal Service T AOAAOA O0AOAAI 66 POEAAO AU AO 1 AAOGO
average, and the Postal Service implemented a price increase far greater than the

#1171 EOOET 1 6 Ocs ThdaddtGefresAlts df thcket No. R2021 price

adjustment will not be seen until FY 2021 data become available. However, both the cost

coverage and the contribution of USPS Marketing Mail Parcels have improved. The

#1 11 EOOETT AT Al UUAO OEA G20tGvardimprédviogxBsA A6 O D OT C
coverage for USPS Marketiniglail Parcels below. First, the Commission reviews the Postal

3 A O O E R#26 gerfofntance with regard to cost coverage for USPS Marketing Mail

0AOAAI 68 3AAT T An OEA #7111 EOOEIT OAOEAxO OEA o
- AOEAOGET ¢ - A Edsts. GirallyAhd Camminisson dirédts the Postal Service to

Ei POi OA OEEO DPOI AOGAOGEO AT OO AT OGAOACA AU ET AOA
above the class average in the next Market Dominant price adjustment.

The Commission reviews trends inunit revenue, unit cost, weight, and volume. Table HB

displays the unit revenue, unit attributable cost, unit contribution, volume, and average
weight-per-piece for USPS Marketing Mail Parcels from FY 2016 through FY 2020.

%8 FY2019 ACD at 44; Order No. 5757 at 20, Takle V
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Table 143
USPS Marketing il Parcels Financial Comparison, FY 2(A% 2026
Percent
Change Percent
FY 2016 Change
to FY 2019 to
FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 | FY 2020 FY 2020
Unit Revenue $1.20 $1.16 $1.24 $1.31 $1.35 12.8% 3.3%
Unit
Attributable
Cost $1.86 $1.79 $2.12 $2.30 $1.77 -4.8% -23.1%
Unit
Contribution $(0.66) $(0.64) $(0.88) $(0.99) $(0.42) -36.8% -58.0%
Volume 44,767 40,582 34,650 36,861 36,715 -18.0% -0.4%
Average
Weight Per
Piece (ounces) 6.134 5.634 5.971 6.447 6.401 4.4% -0.7%

Source: Libraryd®erence PRCRACR20241.

As demonstrated in Table IH3, unit attributable cost decreased 53.3 cents while unit
revenue increased 4.4 cents, resulting in a total unit contribution 6#1.7 cents. The unit
revenue and average weight per piece were stromgcorrelated from FY 2016 to FY 2020.
This relationship occurs because changes in average weigber-piece are drivers of
changes in unit revenue.

Figure 111-12 shows the annual cost coverage for USPS Marketing Mail Parcels. In FY 2020
cost coverage folUSPS Marketing Mail Parcels climbed to 77 percent, the highest cost
coverage for this product since FY 2012. Contributing to this dramatically increased cost
coverage was a decline in unit attributable cost of 23 percent. The largest contributor to
these st savings was a reduction in unit mail processing costs of 28 percefit.

89 Complete FY 2008 to FY 2020 USPS Marketing Mail Parcels data can be found in Library Refel&€ RIRRE! .
70 Seelibrary ReferencelSPS-Y 202, December 29, 2020; Docket No. ACR 2019, Library Referencé&YWBRSDecember 27, 2019.
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Figure 1412
USPS Marketing Mail Parcels Cost Coverage, FYCEXY12020
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)T OEEO UAAOGO !'#%$ DOI AAAARbsdtaCServide totpogide x AO EOO
estimates of the impact of the Docket No. R2021 price increase for USPS Marketing Malil
Parcels. CHIR No. 11, question 10. Table-dlishows the improved contribution estimates
provided by the Postal Service for FY 202@.This analysis shows that the cost coverage for
USPS Marketing Mail Parcels is estimated to improve by $9.0 million as a result of this price
increase, assuming costs remain constant.

Table 114
USPS Marketing Mail Parcels FY 2021
Estimated Contribution

Estmated USPS Marketing Mail Parcels | Improvement Over Base
FY 2021 Contribution Year
(Millions) (Millions)
No FY 2021 Price Adjustment
(Base Year) ($13.6)
Docket No. R2021 Price
Adjustment ($4.7) $9.0

Source: Library Reference RRRACR20241.

*Complete FY 2008 to FY 2020 USPS Marketing Mail Parcels data can be found in Library Refel&e RFRRa .

2SeeResponse to CHIRND mMm3I jdzS&aiGA2y mnd ¢KS /2YYAaarzyQa 02ad O20SN) 3S OFt Odz
percent) because the Commission includes fees in the revenue for each product and the Postal Service does not.
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The Commission continues to be concerned about the repeated failure of USPS Marketing

Mail Parcels to cover its costs. The Commission commends the steps the Postal Service has
OAEAT O EIi DOl OA OEEO DPOI AOAOGGO AT OO AT OAOACA
that there is an ongoing cost coverage shortfall that has existed for a significant period of

OEi A8 'O OEEO OEIi Ah OEA #1011 EOOEITT AT1TAI OAAO
those of USPS Marketing Mail Flats, do not comply with 39 U.S.C0%(d) because they do

not apportion the costs of postal operations to postal users on a fair and equitable basis. As

such, the Commission deems it necessary to continue its FY 2020 directive to increase USPS

- AOEAOCET ¢ - AE1 0 AOAA tagedoiris@itoveAhd clabstaveradeA OO ¢ DAO
Compliance with this directive will also satisfy the requirements of 39 C.F.R. § 3030.221.

The Commission finds that FY 2020 revenue for USPS Marketing Mail Parcels was not
sufficient to cover attributable costs. As thiUSPS Marketing Mail Flats, the actual impact

AOT I OEA 1100 OAAAT O POEAA ET AOAAOADIO xEEAE x
directive, will not be seen until FX021 data is available. Nevertheless, based on projections
which show the likely impact on revenue to be positive, the Commission finds it appropriate to
continue the FY2019 directive In the next generally applicable Market Dominant price
adjustment, the Postal Service must propose a price increase for USPS Marketing Mail Parcels
that is at least 2 percentage points above the class average for the USPS Marketing Mail class.
In addition to aboveaverage price increases, the Postal Service should continue to expend a
reasonable amount of resources given the size of the product to explodemplement
opportunities to further reduce the unit cost of USPS Marketing Mail Parcels and report on
those opportunities and results in the FY 2021 ACR.

4. USPS Marketing Mail Carrier Route

a. Introduction

In FY 2020, USPS Marketing Mail Carrier Route had@st coverage below 100 percent for
the second time since the product was established. Unit attributable cost has been
increasing steadily over the past 4 years, while unit revenue has decreased. The
Commission is extremely concerned that USPS Marketing M@arrier Route appears to be
moving in the same direction as USPS Marketing Mail Flats and USPS Marketing Mail
Parcels. The Commission accordingly requires that the Postal Servinerease USPS
- AOEAOCET ¢ - AE1l #AOOEAO 271 OAnddiceduEtiAchtdy a1 OEA
least 2 percentage points above the class average. The Commission expects that further
DOEAA ET AOAAOGAOG xEIl EAI B DPOAOGAT O OEEO bOI AOA
further into negative territory.
b. FY 2020 Results

In FY2020, USPS Marketing Mail Carrier Route had a cost coverage of 96.0 percent, down

from 99.7 percent in FY 2019. F2020 ACR at 12. The Postal Service states that revenue

per piece increased by 1.0 percent and cost per piece rose by 5.0 percent, while wodu

dropped by 20.6 percent between FY 2019 and FY 202d. at 1314. The Postal Service

points to three reasons for a reduction in cost coverage in FY 2020: tOVID19

DAT AATEA AAOOAA OECTI EEZEAAT O AAAT ET AO ®é - AOEA
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have continued to favor online advertising over prinf and cemailing has moved volume
from USPS Marketing Mail Carrier Route into High Density Flatd. at 13.

The Postal Service cites an increase in delivery costs as the cause for the increasein u
AOOOEAOOAAT A Ai OO0 &A1 O 5303 - AOEAOETI BOAAGRO#A
city carrier in-office unit costs and rural carrier unit costs rising 1.1 cents and 0.8 cents,
respectively8ld.AO pt18 4EA 01 OOAI ity B-Affx®&ehilchstsiwer&igher OEAO O
this year due in part to a costing methodology change regarding sampling of city carriers in
OEA 1T £&#EAARSG AT A OEAO AAAT ET ET C Oidl 6i A AAOOAA

c. tz2adlt {SNBAOSQa tfly G2 LYLJ

A CHR was issued asking the Postal Service to provide a plan to improve cost coverage for

USPS Marketing Mail Carrier Route. CHIR No. 11, question 7. In response, the Postal Service
stated that costing methodology changes accounted for 64 percent of the obged increase

inCarrA O 217 OOA OT1 EO thd obsér@t inchehsA in héuhitcosdigr USPS 8

Marketing Mail Carrier Route should not be viewed as an occasion to search for new plans

IO ETEOEAOEOAO ET OAODI 1T OA8 drhePdstaEseriicd AsoO1  # () 2
pointed out that postal operations and broader operational initiatives are generally

structured around mail shape, rather than individual productsid. The Postal Service states

that it plans to further increase Carrier Route price above the USPS Marketing Mail class

average if revenue is not sufficient to cover attributable cost in FY 202M.
d. Comments on USPS Marketing Mail Carrier Route

The Public Representative notes that this is the second consecutive year when USPS

Marketing Mail Carrier Route did not cover its attributable cost. PR Comments at 70. He

PpT ET OO0 100 OEAO OfrEYT A PAOETA T A2 1TT1U £ 060 U
AOT T pct DPAOAAINGt 7071. He popes Ahar A duls@riial pricencrease

approved in Docket No. R20241 will help ensure this product covers its cost in FY 2021d.

at 73.

e. Commission Analysis

As Figure 1113 shows, unit contribution for Carrier Route has been falling since FY 2016.
Since FY 2016, unit revenue decrsad 0.8 centsg3 while unit cost increased 6.7 cents.

73The Postal Service decreasedr{@a Route prices by over 3.0 percent in Docket No. R20Dbcket No. R201Z, Order on Price
Adjustments for Firs€lass Mail, Standard Mail, Periodicals, and Package Services Products and Related Mail Classification Changes, November
15, 2016, at 29Qrder No. 3610)
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Figure 1413
USPS Marketing Mail Carrier Route
Unit Revenue, Attributable Cost, and Contribution,

FY 2016FY 2020
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Source: Library Reference PRRACR20241.

Figure 111-14 displays the steady deline in cost coverage for USPS Marketing Mail Carrier
Route. Since its peak of 151.2 percent in FY 2008, cost coverage has dropped 55.0
percentage points. The cost coverage for USPS Marketing Mail Carrier Route has steadily
decreased since FY 2016 by arvarage of 10.3 percentage points each year.

74 Complete FY 2008 to FY 2020 USPS Marketing Mail Carrier Route data can be found in Library RefdrBA®RZRCE!.
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Figure 1414
USPS Marketing Mail Carrier Route Cost Coverage,
FY 2008FY 2020
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Source: Library Reference PRRACR20241.

(1)  CostReductionEfforts

In ChapterVI. of this Report, the Commission reviews theperational changes/initiatives
the Postal Service has identified to reduce costs for flshaped mailpieces in general,
including USPS Marketing Mail Carrier Route. However, as explained in Chaptér the
Postal Service is still unable to quantify thempact of any of its operational initiatives or
operational changesSeeChapterVl., infra.

(2) Estimated Impact of Docket No. R2021 Price
Adjustment

The Postal Service estimates a contribution improvement of $47.0 million as a result of the
price adjustmentin Docket No. R20211. Response to CHIR No. 11, questi8nThis
estimate assumes no increase in costs over 920 levels.
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Table 145
USPS Marketing Mail Carrier Route FY 2021
Estimated Contribution

Estimated USPS Marketing Mail Carri¢ Improvement Over Base
Route FY 202Contribution Year
(Millions) (Millions)
No FY 2021 Price Adjustment (Base Year) $(60.4)
Docket No. R2021 Price Adjustment $(13.3) $47.0

Source: Library Reference RRRACR20241.

(3) FY2019 Directive

The Commission is extremel concerned about the steady decline of cost coverage for USPS
Marketing Mail Carrier Route.The Commission recognizes that the COI® pandemic,

shifts in advertiser preferences, and increases in emailing have contributed to significant

volume lossesHowever, this is the second consecutive year that USPS Marketing Malil

Carrier Route has not generated enough revenue to cover its attributable cost. The Postal
3AOOEAA8O PI AT O 111U AAAOAOO OEEO EOOOA EE
endl £ &9 ¢m¢p EO ET AAANOAOA8S 4EA 01 OOAI 3AO0OO0OEA,
coverage through cost reductions, but the Postal Service has not quantified any efforts to
OAAOGAA #AOOEAO 21 Gé&BhapierVA inftadthe Eimission, therfarer 8

deems it necessaryo make its FY 2020 directive to increase USPS Marketing Mail Carrier

21 OOAG O DPOEAAO AO 1 AAOGO ¢ PAOAAT OACA PIET OO A
than a recommendation Compliance with this directive will also satisy the requirements

of 39 C.F.R. § 3030.221.

The Commission finds that FY 2020 revenue for USPS Marketing Mail Carrier Route was not
sufficient to cover attributable cost. The Postal Service has not provided a specific plan to
reduce Carrier Route costs Y 2021. Cost coverage for USPS Marketing Mail Carrier Route
has declined further below 100 percent for the second consecutive year. The Commission finds
it appropriate to require an above average price change for FY 2021. In the next generally
applicableMarket Dominant price adjustment, the Postal Service must propose a price
increase for USPS Marketing Mail Carrier Route that is at least 2 percentage points above the
class average for the USPS Marketing Mail classddition to aboveaverage price inceases,

the Postal Service must continue to explore and implement opportunities to further reduce the
unit costs of flatshaped mail products, including USPS Marketing Mail Carrier Roate

further discussed in Chapterl. of thisReport.
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5.

In FY 2020, Media Mail/Library Mail had a cost coverage of 79.3 percent, a 7.8 percentage
point increase compared with FY 2019SeeFY 2020 ACR at 31; FY 2019 ACR at B. 2020

-51-

Media Mail/Libray Mail

was the fourteenth consecutive year that Media Mail/Library Mail did ot generate

sufficient revenue to cover attributable costs. In FY 2020, the cost coverage for Package
Services generally fell to 92.5 percent. The Media Mail/Library Mail product is one of two
products in the Package Services class with a cost coveragedwell00 percent. Table 16

contains the cost coverage of each Package Services product between FY 2016 and FY

2020.

Table 1146
Package Services Cost Coverage,
FY 2016FY 2020

Package Alaska | Bound Printed| Bound Prited | Media Mail /

Services Overall Bypass Matter Flats | Matter Parcels| Library Mail
FY 2016 102.3% 170.0% 160.6% 104.6% 75.2%
FY 2017 103.5% 193.4% 151.1% 110.5% 75.7%
FY 2018 102.6% 175.8% 148.9% 109.0% 76.7%
FY 2019 96.9% 155.9% 143.7% 106.1% 71.5%
FY 2020 92.5% 147.6% 125.5% 93.8% 79.3%

Source: Library Reference PRRACR202®.

Table IlI-7 contains the revenue, attributable cost, and the cost coverage of Media
Mail/Library Mail since 2016.

Table 7
Media Mail/Library Financial Results Information,
FY 2016FY 2020

Volume Revenues
(Millions) (Millons) | Attributable Cost (Millions)| 05t ©overage
FY 2016 75.0 $266.6 $354.3 75.2%
FY 2017 76.5 $267.1 $352.7 75.7%
FY 2018 79.0 $276.4 $360.4 76.7%
FY 2019 80.1 $284.0 $397.0 71.5%
FY 2020 97.8 $349.4 $440.6 79.3%

Source: LibrariReference PROCRACR202®.
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The Postal Service has consistently increased the prices for Media Mail/Library Mail faster
than the prices for Package Services as a class. Docket No. R2D#icluded a price

increase for Media Mail/Library Mail that was ower two times as large as the Package
Services class as a whole. FY 2020 ACR at 31. The Postal Service states that it intends to
continue to improve the cost coverage of Media Mail/Library Mail through abovaverage
price increasesld. Table I1I-8 shows the history of price increases for Media Mail/Library
Mail under the PAEA. This table demonstrates that the Postal Service has consistently
increased the price of Media Mail/Library Mail above the level of the average price increase
for the Package Serviceslass, but also highlights the many examples where the price
increase was very close to the class average increase.

Table 148
Media Mail/Library Mail
Price Adjustment vs. Package Services Price Adjustment Authority

Docket No. Media Mail/Library Mail Pice Package Services Price
Adjustment Adjustment
R20081 4.538% 2.875%
R20092 7.468% 3.800%
R20112 1.964% 1.740%
R20123 2.581% 2.115%
R20131 3.469% 2.567%
R201310 2.061% 1.453%
R20154 2.197% 1.787%
R20171 1.135% 0.973%
R20181 1.993% 1.960%
R20191 2.954% 2.522%
R202061 1.993% 1.892%
R20211 3.579% 1.460%

Source: Library Reference PRRACR202@®.

The Public Representative observes thdhe cost coverage of Media Mail/Library Mail in

FY¢cmgn OEO EECEQKA OEAAOEIOOG ABE A UAAOO86 02 #I
ET ACAAOGA ET O1 101 A &£ O -AAEA - AEI T, EAOAOU - AE
learning during the COVIDp w D AT AAT EA6 AO xAll AO A OEI O1 OA1l
processing costs and uih purchased transportation costs.ld. He also notes that the Postal
BAOOEAAB O $I1-Afidedncreabedf 3519 maygent for Media Mail/Library Mail

was above the class average price increase of 1.460 percddtat 82. However, he points

outthaO OAAAAOOA Al i1 00 All DPOEAA AAEOOOI AT O AOGO
under the cap was given to [Media Mail/Library Mail], another product that also failed to

cover costs in FY 2020 (namely, BPM Parcels), did not receive any price adjustmentd at 1 8 &
d.at82-pyo8 &1 O OEEO OAAOI T h EA OAT ATl OOACAr OFY OEA
average price adjustments for [Media Mail/Library Mail] in the future, [while] striv[ing] to
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propose price increases for [Media Mail/Library Mail] and BPM Parde so that both o
DOl AOCAOO AAT 1T AEA EI pOIIdDA83AT OO0 ET AT OO Al OAOA

Media Mail/Library Mail did not cover its attributable costs or make a contribution to
institutional costs in FY 2020. The Commission has previously recognized that Media
Mail/Li brary Mail has educational, cultural, scientific, or informational value to the
recipient of the mail matter.See, e.gFY 2019 ACD at 66. The Postal Service has indicated
that it intends to continue to apply aboveaverage price increases to Media Mail/lbrary
Mail. FY 2020 ACR at 31.

The Commission finds that the FY 2020 revenue for Media Mail/Library Mail was not
sufficient to cover attributable costs. The Commission recommends that the Postal Service
apply an aboveaverage price increase to Media Mallibrary Mail in the next rate case while
balancing the need for BPM Parcels to also receive an aksoerage price increase.

6. Bound Printed Matter Parcels

The second product in the Package Services class to not cover its attributable costs, Bound
Printed Matter Parcels (BPM Parcels), had a cost coverage of 94.0 percent in FY 20290,
notable decline from its cost coverage of 106.1 percent in FY 2019. Table9lshows the

cost coverage of BPM Parcels since FY 2016.

Table 1149
Bound Printed Matter Parcelsd3t Coverage
FY 2016FY 2020

Fiscal Year (\I\jlci)l::i)r::) Revenue (Millions) Atm(tl)\:;ﬁgi)c ost Cost Coverage
FY 2016 250.0 $289.7 $277.1 104.5%
FY 2017 277.6 $298.6 $270.3 110.5%
FY 2018 294.8 $318.7 $292.4 109.0%
FY 2019 285.9 $314.7 $29%6.7 106.1%
FY 2020 260.6 $289.3 $307.9 94.0%

Source: Library Reference RRRACR202®.

4EA 01 OOAT 3AOOEAA Agbl AET O OEAO OEEO AAAIETA
OEAO xAO 110 I AGAEAA AU Al ET AGAA®GRostRll OT EO O
3AOOEAA 11 0AO0 OEAO OA OECI EEZEAAT O PI OOGEITT 1T &
rulemaking dockets where costing methodology changes were approved by the

#1 1 1 E OOEe threedulemaking dockets were Docket No. RM2016 (Proposal Ong,

Docket No. RM20261 (Proposal Nine), and Docket No. RM20200 (Proposal Three). The

0l OO6AI 3AO0OOEAA OEAT AOOAOOO OEAO Ofr AYO A OAOGO

SFY 2020 ACR at 30.

6 Responses of the United States Postal Service to Questongs 1 2 ¥/ K| A NI | y Qsi NoLly Jariaigv1p, 2002 guesticd 14dzS
(Response to CHIR No. 1).
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[BPM Parcels] unit costs were estimated to increase by $0.142 in FY 2020. $htne bulk of
the observed CRA increase in unit costs can be attributed to methodology changes rather
OEAT 1T PAOAOGETI# AT AiTAEOETT 086

The Public Representative notes that after cost coverage of BPM Parcels hovered between
104.5 percent and 119.1 percenfor years FY 2014 through FY 2019, it sunk to 93.8

DPAOAAT O ET &9 ¢mnem8 02 #1111 Al-&v@agdpdiceingense( A AOO
of 1.741 percent that BPM Parcels received in FY 2020 was reasonable considering that the
product was coveringco® O ET DPOET O UAAOOho AOGO 11 OAO OEAO
propose any increase in price for FY 2021d. at 79. Accordingly, he agrees with the Postal
3AO0OEAAB8O ET OAT OEI T O OOAAIT I | KPlpricicre®é&td ' 1 OA
BPMParceb O1T Ei DOT OA EOO AT OO0 AT OAOACA AT A OAOAT
ET AOAAOGA T Au AA O11T 1 AOA 001 OAOGOI O ET A bl OE
Id. at 79-80.

The Commission finds that FY 2020 revenue for BPM Parcels was not sufticieover
attributable costs. The Commission recommends that the Postal Service propose a price
increase for BPM Parcels that is above the class average for the Package Services class. In
addition to an aboveaverage price increase, the Postal Service ddaontinue to expend a
reasonable amount of resources proportionate to the size of the product to explore and
implement opportunities to reduce the unit cost of BPM Parcels and report on those
opportunities and results in the FY 2021 ACR.

7. Money Orders

The Money Orders product provides the customer with an instrument for payment of a
specified sum of money, with a maximum value of $1,000. Historically a product that
reliably covered costs until FY 2016, this product has exhibited inconsistent financial
results in recent years. Table IH10 shows the cost coverage for the Money Orders product
from FY 2016 to FY 2020.

Table 11110
Money Orders Cost Coverage
FY 2016FY 2020

Fiscal Year Revenue (Millions) Attrlbu_te_tble ! Cost Coverage
(Millions)
FY 2016 $156.7 $171.7 91.3%
FY 2017 $152.4 $156.4 97.4%
FY 2018 $158.5 $146.7 108.1%
FY 2019 $162.9 $154.5 105.5%
FY 2020 $153.3 $156.9 97.7%

Source: Library Reference PRRACR2024.
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FY 2020 presented unprecedented challenges to the Money Orders producatiesulted in

its cost coverage dropping to 97.7 percent. FY 2020 ACR at 33. The Postal Service explains

that this decline was caused by a decrease in revenue with a simultaneous increase in cost
compared to the previous fiscal year. Response to CHIR Npquestion 12. The decrease in

OAOAT OA OOAI I AA mEOI I OOEA AAAOCAAOA 1T £ Ax8w- E
/Il 1 1A D@ Bostal Service further explains that it saw the face value of its transactions

increase, which led to an increase in debiard transaction costs. FY 2020 ACR at 3&l.

With debit card expenses accounting for 18 percent of the attributable cost of Money

Orders, the rise in those expenses led to a unit increase of roughly 5 cents per transaction.
Response to CHIR No. 1, quest 12.

The Public Representative notes that for the first time since FY 2016 to FY 2017, Money

| OARAOO xAO O1 AAT A OI AT OGAO EOO Ai 0008 02 #1111
cost coverage of Money Orders, the Postal Service initiated the pricenease of 3.215

percent in Docket No. R202p h 6 1 1T OA OEAT O x+evelric®itdkeasd 6rA OA C A
Special Servicedd A0 yu8 4EI OCE EA OACOAAO xEOE OEA oI
speaking, the price increase approved in Docket No. R2021shauld improve the cost

AT OAOACA T &£ -11TAU /1 OAAOOhe EA T AOAOOEAI AGO 1 A
consumer behavior changed in the recent year and whether and how the Postal Service will

address the implications resulting from the shiftsinco®@ Oi AO AAEAOET OQd.EA EO
4EOOh EA AT 1T Al OAAO OEAO OEAOA AOA OAT OAOO xEA
Al OAOACA x1T O1 A T £EOAO OEA AEEKRAO T £ OEA OEE&OD

;
¢

The Commission finds that FY 2020 revenue for MoDegers was not sufficient to cover
attributable cost. The Commission recommends that the Postal Service propose an
aboveaverage price increase for Money Orders moving forwécdnsistent with 39 C.F.R.
§3030.221) In addition to aboveaverage price incrases, the Postal Service should expend a
reasonable amount of resources proportionate to the size of the product to explore the
reasons behind any shift in consumer behavior contributing to the decrease in revenue for
Money Orders, and report on the ressilof this investigation in the FY 2021 ACR.

8. Market Dominant International Malil

Market Dominant international mail is currently comprised of six products: Inbound Letter
Post, Outbound SingléPiece FirstClass Mail International, International Ancillary Sevices,
International Reply Coupon Service, International Business Reply Mail Service, and
Inbound Market Dominant Multi-Service Agreements with Foreign Postal Operators 1. In
FY 2020, the Commission approved the transfer of three productsibound Market
Dominant Exprés Service Agreement 1, Inbound Market Dominant Registered Service
Agreement 1, and Inbound Market Dominant PRIME Tracked Service Agreement to the
Competitive product list”” The Commission simultaneously approved the transfer of the
Australian Postal CorporationUnited States Postal Service Bilateral Agreement and the
Canada Post CorporatiofUnited States Postal Service Bilateral Agreement from the

77 SeeDocket No. MC202@3, Order Approving Transfer of Market Dominant Negotiated Service Agreements to the Competitive Product List,
February 19, 2020 (Order No. 5437).
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Inbound Market Dominant Multi-Service Agreements with Foreign Postal Operators 1
product to the Inbound Competitive Multi-Service Agreements with Foreign Postal
Operators 1 product.SeeOrder No. 5437. In FY 2020, the Commission also approved the
transfer of international small packets and bulky letters from the Market Dominant

Inbound Letter Post product to the Competitive Inbound Letter Post Small Packets and
Bulky Letters product, as well as associated International Registered Malil, effective January
1, 202078

In FY 2020, Inbound Letter Post and International Ancillary Services did not cover their
attributable costs. Two components of International Ancillary Services, International
Registered Mail (Quarter 1 only) and Outbound International Return Receipt, did not cover
their costs.

a. Inbound Letter Post

(1) Background

Inbound Letter Post consists of inboand mail for which foreign postal operators reimburse
the Postal Service at terminal dues for the delivery of foreigorigin mail.”® Terminal dues
are prices set by the Universal Postal Union (UPBPIn Quarter 1 of FY 2020, Inbound
Letter Post was comprisedf format P/G (letters and flats) and format E (small packets and
bulky letters) items. In Quarter 2 through Quarter 4 of FY 2020, Inbound Letter Post was
comprised solely of format P/G items, following the transfer of format E items to the
Competitive Inbound Letter Post Small Packets and Bulky Letters product on the
Competitive product list81

The Commission reviews the compliance of the Inbound Letter Post product on an annual
basis. The Inbound Letter Post product has never covered its attributable dend the
Commission has consistently recommended that the Postal Service take actions to improve
the cost coverage of this product?

8SeeDocket Nos. 201917 and CP20t0pp > hNRSNJ DN} ydAy 3 t2adGlt { SNBAOSQa az2iliAzy | yR
Packets and Bulky Letters, December 19, 2019, at 1 (Order No. 5822)isdocket No. MC20127, Order Conditionally Approving Transfer,
January 9, 2019 (Order No. 4980).

7 Postal Regulatory Commissiddraft) Mail Classification Schedule, effective on January 25, 2021, availdtitp:Atvww.prc.gov/mail-
classificatiorschedulgMCS), Section 1130. The Inbound Letter Post product refemsernational mail that is not classified as Parcel Post,
Express Mail Service (EMS), or Global Express Guaranteed. It consists of inbound International pieces (originatingreutdideedfStates
and destined for delivery inside of the United S&téhat contain only documents, and encompass letters (to include aerogrammes and
postcards) and large letters. Until January 1, 2020, Inbound Letter Post included small packets containing goods we&ghidilqgrams.

80 The UPU is a United Nationgesialized agency comprising 192 member countries, including the United States. Member countries negotiate
international agreements governing the exchange of international mail, including applicable rates for the delivery ofiamarnzail.

Terminal des are also referred to as default UPU rates, because they apply in the absence of an agreement between or among postal
operators establishing other rateShe UPU terminal dues system is based on the following classification of letter post items: fesmet|P

letters containing documents), format G (large letters containing documents), and format E (bulky letters containing de@ndemall

packets containing goods or documents and goods).

81 SeeOrder Nos. 4980 and 5372. The Inbound Letter Post $taekets and Bulky Letters product was compensatory in FY 2020. Notice of the
United States Postal Service of Revisions to Certain Pages of the FY 2020 Annual CompliancEfRegpofebruary 22, 2021, at 7 (Errata to
Certain Pages of the FY 2020 ACR)

82See, e.gFY 2019 ACD at 59, FY 2018 ACD at 85, FY 2017 ACD at 69, FY 2016 ACD at 67, FY 2018 ACD at 70, and FY 2014 ACD at 54.
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(2) FY 2020 Financial Results

In FY 2020, revenue for Inbound Letter Post did not cover its attributable cost. Cost
coverageincreased from 78.5 percent in FY 2019 to 83.3 percent in FY 2080T otal
contribution improved from -$164.0 million in FY 2019 to-$44.7 million in FY 202084

4EA 01T OOAT 3AOOEAA AOOOEAOOAO OEA )T AT OT A , RO
OONEA DPOEAET C OACEI Ahd AO EO THeRGtalBSérvicodta® UAA O
OEAO EO OAEA 110 AAOAOIET A OEA DPOEAAO f+PAEA A
0 I O ghee Postal Service explains that these prices are set accordiogs UPU terminal

dues formula established in the Universal Postal Conventiold. at 7-8.

4EA 01 OOAT 3AOOEAA Al 61 AOOAOOO OEAO EO EAO O
including the Department of State, which has lead responsibility for represgation of the

51 EOAA 30A0AO0 ET OEA 505h O7 Ei DOl GhatdT 6O AT O
4EA 01 OOAT 3AOOEAA 11 OAO OEAO OEAGBadiEEl OO0 O
rates for Eformat items (generally packets and bulky lettersip to 4.4 pounds) beginning

ET * Ol Uldg ng EA 8@BI6O0OAT 3 AOOEAA AOOOEAO OOAOAO Ol
groundbreaking change, the Postal Service transferred inboundfarmat items to the

competitive product list in January 2020, and thus #ormat items are no longer part of the

- ACEAO s$i i ETATO ) T AT Olt. he Pdstal Gdnize ibleitat, theteford, O A O 8 &
OOEA AT1 OOEAOOETT A O OEA )T ATOI A 31 A1 0AAEA
the overall contribution calculation fOT I AT i PAOE Q& OA OAOOEAAO8O

, AOOIl uh OEA o071 OOAT 3AOOEAA OOAOAOG OEAO EO EO
O AA ATT A O1 OAEOA OEA Al 00 AT OAWAQAThd £ )1 Al
01 OOAT 3 A OOE ArkrogteBsarittAsAedadd |aedidZDELAwhen the next UPU
Congress is scheduled to convene to consider increases in the rates for letter and flat
£l O AOO AACEIJI4EIAC 0HTOOAr ¢ GRAOOEAA OOAOAO OEAO E
efforts to improvA AT 0O AT OAOACA 11 )T AT ONldh , AOGOAO 01 60

CHIR No. 1 asked the Postal Service to explain in detail the steps it has and will take to
actively pursue efforts to improve cost coverage on Inbound Letter Post at the UPU
Congress®® The Pogal Service was also asked to provide estimated Inbound Letter Post
cost coverage for Calendar Year (CY) 2022 to CY 2025, by UPU country group and as a
whole, under the UPU Congress terminal dues proposals. CHIR No. 1, question 36.b. The
Postal Service preided non-public responses describing these steps and estimated cost
coverage. Response to CHIR No. 1, questions 36.a., 36.b.

83FY 2019 ACD at 58; Library Reference FRCR2020a M X 9 E O SLRACRR2GBM @EWAEZ ¢ (o6 aZdI614. FT2N t NBaSy il

8 FY 2019 ACD at 58; Library Reference IFRRCR2020a M X 9 E O SLRACRRRGBM @EWAEZ ¢ G+ o6 a5F Gl ¢cF2NJ t NBaSy il
$32)/1000.

8/ KIFANXVIYQ&E LYTFT2NXYIFGAZ2Y wSljdzS&d b2d mMZ Wl ydzd NE mMmMZ HaumE |jdzS&aiAz2y oc



Docket No. ACR2020 -58-

(3) Comments on Inbound Letter Post

Only the Public Representative commented on Inbound Letter Post. The Public
Representative acknowedges an improvement in cost coverage for Inbound Letter Post
from FY 2019 to FY 2020. PR Comments at 61. He also notes that revenue per piece and
cost per piece for Inbound Letter Post decreased between FY 2019 and FY 20d80at 62.
He avers that the aproximately 61 percent decrease in Inbound Letter Post volume

AARAOxAAT &9 ¢npw AT A &9 ¢mnm¢gmnm OxAO DPOEI AOEI U AOD
the Competitive product list in January 20208

The Public Representative acknowledges that the loss d8%3 million on Inbound Letter . A
01 00 ET &9 ¢mgm EO OOOAOOAT OEATT U 1 AOGO OE O

Al
AAROxAAT &9 ¢mpg AT A &9 ¢mpwh Al AH&vevereECEOI U
OAT OAOO OEAO OEEO PDOITAIOA CE IxEDOT OAT HA® All @@ OAT d/
because the Postal Service does not set its own rates for the Inbound Letter Post product.

PR Comments at 64.

AEA 01 OOAT 3AOOEAA OAOPITAAA OEAO EO OEO xAlIl
improve the cost coverage for Inbound Letter Post is on the horizon, as discussed
Al OAxEAOA E#® OEEO Al AEAOS8SG

(4) Commission Analysis

The 60.9 percent decrease in Inbound Letter Post volume in FY 2020 was related to the
transfer of format E pieces to the Competitive prduct list in Quarter 2 of FY 2020Inbound
Letter Post volume decreased from 560.5 million pieces in FY 2080 218.9 million
pieces in FY 20209 The 72.3 percent reduction in format E volume within the Market
Dominant Inbound Letter Post product, from 43..7 million pieces in FY 2019 to 119.6
million pieces in FY 2021 is largely proportional to the quarters in FY 2020 for which
format E pieces were not included within the Inbound Letter Post producSee id

861d. In ts Errata to Certain Pages of the FY 2020 ACR filed after the comment deadline, the Postal Service revised InbounthicitierePos
from 219.2 million pieces to 218.9 million pieces. This decline in volume still results in an approximate 61 percasededndound Letter
Post volume from FY 2019 to FY 2(2€eFY 2019 ACR at 7, Tablade alsdErrata to Certain Pages of the FY 2020 ACR at 4.

87 PR Comments at 62. In its Errata to Certain Pages of the FY 2020 ACR filed after the comment ded&dista) Bervice revised the FY 2020
loss on Inbound Letter Post to $44.7 million, which is less than every year since FY 2012. Errata to Certain Pag@920tA€RYat 4; PR
Comments at 63, Chartd}/ The Postal Service also revised the FY 2020ueyaettributable cost, cost per piece, unit contribution, and cost
coverage for Inbound Letter Post.

88 Reply Comments of the United States Postal Service, February 12, 2021, at 2 (Postal Service Reply Comments).
89FY 2019 ACR at 7, Table 1.
% Sed ibrary Rference PRERACR202a M= 9 E O SLRACRRRGBM GEWAES ¢ (Gl o6 &5FdGF F2NJ t NBaSyidl GAazyss

91 Seel ibrary Reference PRRACR2020a M S 9 E O SLRACRRORGBM @EWAES ¢ Gl o &5 GF F2NJ t NSASYyldl GA2y ¢
format E valme and cell H16/1000 for 2020 format E volumesee alsd.ibrary Reference USIES2041, (revised) February 22, 2021, Excel

FAES 4C,mn L. [t {KILS o6& !t! DNRdZIOWSPDPH OHHOPHMPEE AE FamafiB 6 &Ly o 2dzyR
volume and cells (H7+H10+H13+H16)/1000 for FY 2020 format E volume.
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More notably going forward, between FY 2019rad FY 2020 format P/G volume declined by
22.9 percent, from 128.8 million pieces in FY 2019 to 99.3 million pieces in FY 2020The
decline in format P/G volume could be partially due to the lack of air transportation
capacity from other countries to the Wited States and the suspension of international mail
service to the United States from some foreign postal operators during the COVID
pandemic. FY 2020 ACR at 67.

The Commission recognizes the improvement in Inbound Letter Post cost coverage from
78.5percent in FY 2019 to 83.3 percent in FY 2028.The Commission also acknowledges
the improvement in the contribution of Inbound Letter Post from-$164.0 million in

FY2019 to -$44.7 million in FY 2020% However, the Commission notes that format P/G
cost mverage declined by 13.7 percentage points, from 99.9 percent in FY 2019 to 86.2
percent in FY 2020, whilecost coverage for format E volume improved from 76.4 percent
in FY 2019 to 82.5 percent in Quarter Lof FY 20204 EA #1011 EOQOET 180 AT Al UC
financial data suggests that the improvement in Inbound Letter Post cost coverage from
78.5 percent in FY 2019 to 82.1 percent in Quarter 1 of FY 2020 was largely due to
improved financial performance for format E volume, which will not be included in the
product in future fiscal years A more in-depth analysis of volume, revenue, and cost trends
for the Inbound Letter Post product by UPU country group and shape is in Library
Reference PRL.R-ACR202011.96

I O AEOAOOOAA ET 3AAOQEéfhilurg th netyekesablisreEghalit)g T OOAI
of service targets for Inbound Letter Post resulted in the Postal Service receiving less than

the maximum compensation available under the terminal dues system, which would have

Ei POT OAA OEA DOI AtAdD@ktioA’ OO AT OAOACA

92Seel ibrary Reference PRRACR2020a M X 9 E O SLRACRRORGGEM @EWAEZ ¢ (1o &a5F0GF F2NJ t NBaASyidl GAz2yzs
format P/G volume, and cell H15/1000 for FY @@@mat P/G volumesee alsd.ibrary Reference USIES2041, (revised), February 22, 2021,

9EOStf FAES 4C,un L. [t {KFLS o6& !'t! DNRdZIOWSOTDOH DPHH OHOWEIMRE X € G 6 6L\
P/G volume and cells (H6+H912+H15)/1000 for FY 2020 format P/G volume.

93 SeeFY 2019 ACD at SealsoLibrary Reference PRRACR202M M £ 9 E O SLIRACRRRGBM @EWAE S ¢ (o6 a5 GF F2NJ t NJ
S14 for FY 2020 Inbound Letter Post cost coverage.

9% SeeFY 2019 ACH: 58;seealsoLibrary Reference PRRACR202a M X 9 E O SLIRACRRORGBM @EWAEZ ¢ GF o &5 GF F2NJ t N
(H32¢ S32)/1000.

% Seel ibrary Reference PRRACR2020 ML 9 E O SLRACRRORGM @EWAES ¢ (1} 60 &5 Hs(RA5 aldeSNS far fdat B/G G I G A2y T ¢
cost coverages in FY 2019 and2B20, respectively, and cells R16 and S16 for format E cost coverages in FY 2019 and FY 2020, respectively.

%1n Docket No. RM2018, the Commission revised its periodic reporting requirementified in 39 C.F.R. part 305keDocket No. RM2018

2, Order Amending Rules for Periodic Reporting, September 28, 2018 (Order No. 4836). These revised annual reportingetties Pegtal

Service to provide Inbound Letter Post revenue, volumejlaitable cost, and contribution data by UPU country group and by shape. Order

No. 4836 at 13, 2%ee39 C.F.R. 8050.21(l). The Postal Service filed the required Inbound Letter Post data by UPU country group for FY 2016

and by UPU country group and shdpeFY 2017 through FY 2020 in Library Reference-B8E® M® ¢ KS / 2YYA aaA2y Qa Fylf&aj
Letter Post, included in Library Reference RRBCR2024.1 is based on data reported in Library Reference iSR2841, (revised) February

22,2021

TS t2adlt {SNPAOSQA FlLAtdzNBE G2 YSSG GKS !'t! SadGlof ACOKIRR ljdzZ t AGe 2F
Commission noted that the failure to meet the service target led to a reduction in revenue for this product. FY 200222CD at
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The Commission reiterates its concern that the UPU pricing regime results in

non-compensatory terminal dues, but notes the positive impact of the transfer of format E

EOAI O O OEA #1 i PAOEOEOA bDPOI AOALCOMESIGh 11 OEA
emphasizes that, absent the selleclared rates for format P/G items that now apply to

format E items, domestic mailers are still subsidizing the entry of Inbound Letter Post by

foreign postal operators who use the same postal infrastructe but bear none of the

burden of contributing to its institutional costs. Id. Because UPU terminal dues were not

equivalent to domestic postage rates in the destination country in FY 2020 for format P/G

items and for format E items in Quarter 1, the Commssion has found them discriminatory.

See id.

Furthermore, the Commission notes thaterminal dues are only available to designated
operators, and that nondesignated operators that provide international mailing services
are not able to access these termal dues for inbound mailpieces to the United States. The
Commission recommends that the Postal Service work to ensure that terminal dues and
self-declared rates are nondiscriminatory.

The Commission finds that revenue for Inbound Letter Post was notcseiffi to cover
attributable cost in FY 2020. The Commission recommends that the Postal Service negotiate
bilateral and multilateral agreements that contain rates for Inbound Letter Post that are

more compensatory than default terminal dues. The Commissilso urges the Postal Service
to undertake focused initiatives to reduce Inbound Letter Post costs without compromising
guality of service, and to improve quality of service in order to benefit from terminal dues
bonuses. Lastly, the Commission recommeihds the Postal Service work with the

Department of State within the relevant UPU bodies to ensure that terminal dues proposals
adopted at the 2021 UPU Congress will cover costs for Inbound Letter Post.

b.  Quality of Service Link to UPU Terminal Dues

(1) Background

As in FY 2019, the Postal Service again failed to maximize revenue for Inbound Letter Post

for FY 2020. Under the UPU Quiality Link Measurement System (QLMS), terminal dues can

be adjusted 5 percent downward if the Postal Service does not achieve the U&dtiablished

annual service performance target; they can also be adjusted 5 percent upward if the Postal

Service achieves or exceeds the targ&lin CY 2019 and January through October of

CY2020, the Postal Service did not achieve the annual targét.The0 T OOAT 3 AOOEAASO
service performance results also show deterioration from CY 2019 to CY 2020. The

%8 FY 2019 ACD at 38Y 2018 ACD at 85Y 2017 ACD at 68; FY 2016 ACD at 66.

% United Postal Union, Regulations to the Convention, Final Protocol, Artide®8®erne 2017, available at
https://www.upu.int/UPU/media/upu/files/UPU/aboutUpu/acts/ndPermanentActs/actNonPermanentRegulationsConventionFinalProtocolEn.
pdf.

10Sed ibrary Reference USFS3@t ony 5SOSYOSNI HDE HnunX t5C FAESa dabhbt! . [ L/ 't! v{
v{ [AY]l tSNF hOlGHnHn®LRT P&



Docket No. ACR2020 -61-

Postal Service reports (under seal) the amount of its forfeited revenue due to not meeting
the UPU service performance target in FY 20201

In its FY 2020Service Performance Report, the Postal Service acknowledges that service
performance for Inbound Letter Post lagged behind service performance for domestic mail
in each International Service Center (ISC) area for mail dispatched from the same
processing @nter, even though, in theory, the service performance of both categories
should be comparable based on similar start the clock windows, arrival times in each plant,
available processing times, operations involved in processing, and common logisti€3The
Postal Service attributes the overall service performance decline for Inbound Letter Post to
the initiation of international peak volume season in October 2019 and the onset of the
COVID19 pandemic in March 2020, along with issues related to staffing arabailability of
transportation across the network103 The Postal Service states that Inbound Letter Post is
integrated into domestic letter flows after having passed through international processing
and customs, and that the performance reductions for domestletters and flats also
occurred with inbound international letters and flats. Response to CHIR No. 5, question 2.b.

YT $TAEAO .18 ' #2cnpwh OEA 01 OOAT 3AO0OOEAA OOA
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were on hold for much of FY 2019 as management resources were focused on preparing

the Postal Service for the withdrawal of the United States as a member country of the UPU,

in order to ensure operational continuity104 The Postd Service noted that satisfactory

resolution within the UPU allowed the United States to remain a member and indicated

OEAOh CIETC &£ OxAOAh OOAOI OOAAOG &I AOBOGAA 11 OE

reassigned to service improvement projects sucA O O E ED6cket NoAACR2019,

Response to CHIR No. i that docket, the Postal Service specifically stated that it planned

001 Ai 1 OET OA OEA EAAT OE £E A Ald.mQulyR2d2d, déPodtdl A ET EO
I
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Service updated the CommissiorEAO OEA 04 AOi ET A1l $0AO0 3AT OA )
BECIA "1 AAE "A1 &6 001 EAAO OOAT AET O 11 EITIT AR A
xEl 1 OAOOI A OEA@® PAOOEAOI AO POI EAADO8S
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Quarter 1. Response to CHIR No. 5, question 3. The Postal Service further informs the

lo1Sedl ibrary Reference BSFY28bt ons t5C FAE S dab-hboh ®[IRFTE NS X b BB WBTSND @S | { t {
9EOSt FAES da/KLwomdvadociloydbt dwSalLl2yaSocel of SAaPEf aEXZE (16 av ot1 v{]|

102Segl jibrary Reference USIFS 2629, December 29, 2020, PDF 6l -tidn { SNIJA OS t SNF 2 NB(FY 20D SendickJ2 NI PLIRFZ & |
Performance Report).

103Responses of the United States Postal Serviceto Questons 1 2 ¥ / K ANX I Yy Q& Ly T2 N)YI ( Aquebtions@.5.dzSa0 b2 |
2.b. (Response to CHIR Np. 5

104 Docket No. ACR2019, Responses of the United States Postal Service to Quastibnsad ¥/ K ANXF Yy Qa Ly T2NXIFGA2Yy wSljc
2020, question 6 (Docket No. ACR2019, Response to CHIR No. 2).

105Docket No. ACR2019, Third Response of the UBitetbs Postal Service to Commission Requests for Additional Information for the FY 2019
Annual Compliance Determination, July 23, 2020, at 2 (Docket No. ACR2019, Third Response.)
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Commission that it has started working with the UPU and the Intemtional Post

Corporation (IPC) to learn more about the reporting system used in the Global Monitoring

System (GMS) to identify the root causes of low performance scores for letter post mail by
investigating process flows through the Radio Frequency Idenidation Scan (RFID)

tracking system with missed scandd. According to the Postal Service, beginning in Quarter

2 of FY 2021, weekly meetings on Inbound Letter Post service performance have been

OAEAAOI AA ET ATTEOI AGET 1T xE®AKkI DEGO O4RNDI EIAD B
Black Belt project.ld.

The Postal Service describes four initiatives it is currently pursuing to improve service
performance for international services!o6 These include: (1) achieving measured targets
for Tour Turnover between toursfor all operational categories during shift changeovers;

(2) enhancing Measured Machine utilization performance compared to
machine/operational capabilities; (3) use of measured ISC Run Plan Generators (RPG)
machine run performance against plan; and (4)igual service/operational failure analysis
(Grid Analysis).ld. According to the Postal Service, these initiatives started in Quarter 1 of
FY 2021, when direct training with the UPU and the GMS system occurred, in order to
develop the capacity to identifythe root causes for failure points in mail processing and
transportation. Response to CHIR No. 5, question 6. The Postal Service states that, in FY
2021, it will: (1) continue tracking Inbound Letter Post in Informed Visibility (1V); (2)
continue training with the UPU and IPC to learn more about their systems to conduct
further research about failed and successful scanning; (3) continue ongoing

AT 11 OTEAAQGETT O AAOxAAT OEA 01 OOAT 3AOOEAAGO )
UPU, IPC, and the Postal SEMM A6 O %l CET AAOET ¢ ' Ol 6P O1 001 OAI
existing RFID scanners and add scanners to address gaps in process flows; (4) use a Run
Plan Generator analysis to correct operational process flow failures, especially in relation
to the offloadingof Inbound Letter Post and process and distribution centers (P&DCs); and
(5) continue to develop filters specific to International Mail in 1V in relation to its existing
domestic mail flow reporting system in order to identify actual failure points relatedo
international letters more effectively. Id. question 7.

(2) Comments

Only the Public Representative commented on Inbound Letter Post (and Outbound Single

Piece FirstClass Mail International) service performance, as measured in the International

Mail Measuement System (IMMS). PR Comments at 2b. These comments are discussed

in Chaptervd / OAOAT 1T h OEA 0OAI EA 2APOAOGAT OAGEOA AT
not only address prepandemic deficiencies of longstanding, it must also continue to

responA O OEA AAAAA AEAI T AT CAO POAOGAT GAA AU OEA

In its reply comments, the Postal Service responds@EA 0 OAl EA 2ADPOAOAT OAOI
recommendation that immediate attention be given to improving international FirstClass

z A £ A 2 A

Mail ServiceAU OOAOET ¢ OEAO OOEEO EO Al OAAAU xAl1 1l Ol

106 jbrary Reference USIES20H St 5 C -29 Sefvie Pardrmance Refio LIR ¥12;{DockefiNo.gACR2019, Third Response, question
1.
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at 8. The Postal Service reiterates its recognition that the performance for international
pieces not only failed to meet targets but also lagged behind domestic product
performance.ld. The Postal Service also cites several of the measures it is taking to
improve international service performance that it previously described in the ACRd. at &
9.

(3) Commission Analysis

The Commission concludes that the service performance forbound Letter Post declined
in FY 2020. While the Postal Service forfeited revenue for not meeting its UPU service
performance target, the amount of forfeited revenue in FY 2020 was less than in FY
2019.107 The Commission finds that this was due to lower Inband Letter Post volume to
which the quality-of-service penalties applied.

4EARA #1171 EOOEIT AAETT x1 AACAO OEA 071 OOA1 3A0OO0EA
initiatives to improve service performance for Inbound Letter Post in FY 2021. The

Commission al® agrees with the Public Representative that the Postal Service must

address longstanding issues that have impacted not only service performance for Inbound

, AOOAO 01 OOh AOO Al 01 OEA DPOI AOAOGEO £ET AT AEAI

The Commission directs the Postal Servic@tovide both Service Performance Measurement
(SPM) and QLMS CY 2020 and CY 2021 reports for Inbound Letter Post, aggregations of
weekly failure reports, and an analysis of the failures and steps being taken to improve service
performance in the FY 2021 A& The Commission also directs the Postal Service to state in its
FY 2021 ACR whether it forfeited revenue in CY 2020 and CY 2021 based on its QLMS results
for the Inbound Letter Post product. If the Postal Service forfeited revenue in CY 2020 and CY
2021,the Commission directs the Postal Service to provide the forfeited amounts for CY 2020
and for CY 2021 based on all results available to date and explain how this amount is
calculated based on service performance results.

Additionally, the Commission dicts the Postal Service to file a report within 90 days of
issuance of this ACD that includes the following: service performance reports for CY 2020 and
all available reports forCY2021; a status update on projects and initiatives to improve

service perfomance identified in the FY 2020 Annual Compliance Report and Responses to
CHIR No. 5, questions 3to 7, includingtd AOT ET Al $OAO 3AT OA )i DOl OA
Sigma Black Belt Project, and their effectiveness in improving service performance based on
available metrics; root cause failures identified through coordination with the UPU and IPC
and steps that have been taken to address them; and the amount of Inbound Letter Post
forfeited revenue due to not meeting UPU service performance targets in CY &020

CY2021. The Commission further directs the Postal Service to provide an update to this report
no later than 180 days after the issuance of this ACD.

17 Docket No. ACR2019, Library Reference JSRSbt ons t 5C FAf Sbtdhm bt NBTHOSLOWRF ¢ 5SOSYOGSNI HT 2
ACR2020, Library Reference US®P3bt oH X 9EOBOGv a®6Siay ®bhwwdwSalLl2yasS ¢l of SAPEf AaEZE (106 &
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C. International Ancillary Services
(1) Background

International Ancillary Services consists of InternationalCertificate of Mailing,

International Registered Mail, International Return Receipt, and Customs Clearance and
Delivery Fee. MCS Section 1510. In Q2 of FY 2020, Inbound International Registered Mail
was transferred to the Competitive product list. Order Ms. 4980 and 5372. The
International Ancillary Services product as a whole did not cover its attributable cost in

FY 2020 because two components Inbound International Registered Mait% and

Outbound International Return Receipt did not cover their attributable costs. F\2020
ACR at 34.

The Postal Service explains that there was an increase in costs associated with Inbound
International Registered Mail in FY 2020ld. Additionally, the Postal Service opines that the
additional payment per item for Inbound Regstered Mail increased to 1.3 Special Drawing
Right (SDR}%in CY 2020, which would have helped improved cost coveradd.

For Outbound International Return Receipt, the Postal Service cites an increase in window
costs due to an increase from one IOCSltain FY 2019 to two tallies in FY 2020d. The
Postal Service points out that prices for the Outbound International Return Receipt product
increased from $4.10 to $4.15 on January 26, 2020, and increased to $4.25 when the new
prices under Docket No. R202-1 took effect, which should improve cost coveragéd.

at 34-35.

(2) Comments

Only the Public Representative commented on International Ancillary Services. The Public
Representative notes that International Registered Mail was also necbompensatory in

FY2019 and that, in the FY 2019 ACD, the Commission urged the Postal Service to continue
efforts to limit cost increases for International Registered Mail and to take steps to improve

EOO OAOOEAA DAOAEN Oi ATAA OOET 1 OAdvedue@iderOAAARAEOD
the UPU supplementary remuneration program [, and] work with the Department of State

Oi TAcCi OEAOA EECEAO OAOAOGG6 A1 O OEA pPOiT AOAOS8SG
atptq8 (A DI ET OO 160 OEAO ET OEA clé8yimlicatert ! # 2
xEAOEAO EO xAO AAT A O OAODId HelassOmesthaEthe # 1 1 1 EO

increase in cost for Inbound International Registered Mail was due to the COVID
pandemic.ld.) T AAAEQOET T h EA OACOAOOstikepudabi®ieA 01 O
Al 111 x OEA #1 11 EOOGEIT OAATIT T AT AAGETT O0O1 1
International Registered Mail at UPU Congress [scheduled for] August 2020 because the
UPU Congress was postponed until August 2021 due to CONIR 816 6

1%8Inbound International Registered Mail was only part of the Market Dominant International Ancillary Service product in QaBR¥r2020.

109 A Special Drawing Right (SDR) is an internatiesalve asset created by the International Monetary Fund. Its value is based on a basket of
five currencieg the U.S. dollar, the Euro, the Chinese renminbi, the Japanese yen, and the British pound sterling. On March 9, 2021, the
International Monetary End exchange rate for 1 SDR was $1.43 U.S. d@eebttps://www.imf.org/external/np/fin/data/rms_five.aspx

T
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Regading Outbound International Return Receipt, the Public Representative notes that the
product covered costs in recent years even though it did not cover costs in FY 20R0.at
87. He agrees that the rate increase to $4.25 in Docket No. R2a@P$hould improve cost
AT OAOACAh AOO OOAOAO OEAO OEO EO 110 Al AAO xE
Al OAOACA Ol 1dpmtnm PAOAAT 086
(3) Commission Analysis

The Commission finds that the International Ancillary Services product was nen
compensatory in FY 2020 beaase two components of the product, Inbound International
Registered Mail and Outbound International Return Receipt, were necompensatory.

Inbound International Registered Mail was only part of the Market Dominant International
Ancillary Services productin Quarter 1 of FY 2020, but cost coverage decreased from
FY2019 to Quarter 1 of FY 202010 While the UPU registered rate applicable in Quarter 1
of FY 2020 remained constant with the last three quarters of FY 2029 the Postal Service
reported cost increases, which resulted in a decrease in cost coverage. International
Registered Mail was transferred to the Competitive product list as Inbound Competitive
International Registered Mail, effective on January 1, 2020. For more discussion of the
financial performance for this component of the International Ancillary Services product in
CY 2020, please refer to Chaptdv.

With respect to the UPU Congress that was originally scheduled for August 2020, rates for

Inbound International Registered Mail adopted by tht UPU Congress would not have been

in effect in FY 2020. If new rates are adopted at the rescheduled UPU Congress in August

2021, those would take effect on January 1, 2022, and might affect future compliance.

Nonetheless, the deteriorating financial pedrmance of Inbound International Registered

-AEl ET &9 ¢nm¢gn | AEAO OEA 505 #11 COAOOSE AAT PO
Commission reiterates its concern regarding the failure of International Registered Mail to

cover cost.SeeFY 2019 ACD ab4.

The Commission agrees with the Public Representative that the rate increase for Outbound
International Return Receipt that took effect in Docket No. R2021 on January 24, 2021,
should help improve cost coverage in FY 2021 and recognizes the volatilif cost

estimates for low transaction volume services.

As Iqbquqd ,Re’:gi,stergd Mgil ijI be~a C,orppetiAtive prqdqct fgr e}ll of\FY 20@11 the’ A o
#1 11 EOQOET 160 OAAT I 1 AT AAGETT1 O OACAOAET ¢ OEEO b

Regarding Outbound International ReturrReceipt, the increase in cost for this product was
related to the 100 percent increase in IOCS tallies, from 1 to 2. The Commission will

110SeeDocket No. ACR2019, Library Reference USRSt HE O NBJAASRO WI ydzZk NE mMnE Hnunzsé 9EOSE FAfS
6 Y ReelB D63 / F63 for FY 2019 cost coverage;alsd.ibrary Reference USFS2b t HE ONBJA &SRO CSONHZ NB HHZI HAHM
0! YATASROODGEf aEX¢ (GFo6 a! tF3Sa 6YROZé OStfa 5po k Cpo FT2NIJC, Hnwun vdz

HiUniversal Postal Conventionitisle 28, Terminal dues. General provisions, Berne 2édailable at
https://www.upu.int/UPU/media/upu/files/lUPU/aboutUpu/acts/actsOfCurrentCycle/actsActsOf The26 ThCongresslistanbul2016En.pdf.
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continue to evaluate the cost coverage of this product in future years, antakes no
recommendations on Outbound Intenational Return Receipt at this time.

C. Other Issues

1. Status of ACR Docket
' 1T OET OCE 01 O00#1 1 171 OAO OEAO OEA EOOOAT AA 1T E #
EAAT OEAUET ¢ 1 EOOET ¢ AT A bl OAT OEAI 1T U EAI pAEOI A
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its suggestion that the Commission encourage the Postal Service to share much enor
unedited information. Id.
1 O OEA #1111 EOOEIT EAO 11 OAA POAOGET 601 uUh OEA #
issuance and there is no unfinished proceeding that continues for yeaSeeFY 2019 ACD
at 68. Within each ACD, the Commission issues ditiees to remedy various issues and
report on corrections. For increased transparency and accessibility to interested parties,
the Postal Service files responses in the ACR docket corresponding to the ACD directive. To
create an alternate system would reque interested parties to search multiple dockets to
OEAx OEA 01 OOAI 3AOOEAAB8O OAODPI 1 OAOG8 4EA #1ii
connection to the original docket to ensure ease of access and the ability of interested
parties to easily trackCommission directives related to its findings issued in the ACD.

The Commission continues to promote transparency in all aspects of Postal Service
operations and data, and will continue to encourage the Postal Service to share unedited
information as it is able to do so.

2. Costing Attribution and Competitive Products
3AOA0OAT DPAOOGEAO AT T TATO I1T EOOOAO OAI AGAA OI
American Consumer Institute (ACI) states that the Commission should establish
appropriate transparency requie OAT AT 00 &£ O OEA 071 OOAI 3A0OOEAAS
assignmentst251 EOAA 0AOAAl 3AO0O0OEAA 503Qq AOOAOOO OE.
delivery costs are underattributed to its Competitive products and the Commission must
take action to rectify thatissuet’3) O OOCAO OEA #1111 EOOCEI 1T O AgAI
methodology for attributing vehicle costs as well as its cost allocation methodology for the
Enhanced Package Processing System. UPS Reply Comments/aiddnazon.com Services,

Inc. (ASI)maintains that the concerns about the transparency of vehicle and package cost
attribution are unfounded, noting that costing models are developed through a public and

112Ccomments of American Consumer Institute Center for Citizeed®eh Regarding Docket No. ACR2020 Submitted to the United States

Postal Regulatory Commission, January 27, 2021, at 2 (ACI Comments).

WS & /2YYSyida 2F ! yAGSR tF NOSt {SNBAOSZI LyOd 2y ar2ged, FébiRan{ldl 6Sa t 234
2021, at 4 (UPS Reply Comments).
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participatory process, and UPS regularly seeks and receives costing data from the
Commission 114

31T Al "OOETAOO AT A %l OOAPOAT AOOOEED #1 O AEIT j
fiscal sustainability must be addressed quickly and would like to see the Commission help

OEA 01 OOAI 3AOOEAA OAZEZAAO AKddnegddontinuod Bagis AO AO
and achiev[e] maximum efficiency with its equipment, transportation, personnel and other
AOOALBMIGET AOI Uh &OT 1T OEAOCO 1T £ &OAAATT AT AT OOACA
transparency, identify realistic prices, best practices, andstablish successful solutions to

Al i PAOEOEOA Al AuspAOAAT OAOOEAAOr 8YO

The Commission notes that costing attribution is not within the scope of the ACD docket.

However, such concerns are addressable by other Commission regulations and they have

been raisel and litigated extensively in other Commission dockets, sont which are

currently pending.

114 Reply Comments of Amazon.com Services, Inc., February 12, 2021, at 3.
115Comments of Small Business and Entrepreneurship Council on Docket No. ACR2020, February 1, 2021, at 2 (SBE Council Comments).

116 Comments of Frontiers of Freedom Regarding Docket No. ACR2020 Submitted to the United States Postal Regulatory Commigsion, Ja
29, 2021, at 2 (Frontiers of Freedom Comments).
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CHAPTER.COMPETITIVE PRODECT

A. Introduction

In this chapter, the Commission reviews Competitive products to determine whether any
rates or fees in effect dumg FY 2020 were not in compliance with 39 U.S.C3833, which:

1 Prohibits subsidization of Competitive products by Market Dominant products:
39 U.S.C. 8633(a)(1)

1 Requires that each Competitive product cover its attributable cost: 39 U.S.C.
§3633(a)(2)

1 Requires that, collectively, Competitive products cover an appropriate share of the

01 OOAI 3AOOEAABO EIT B6mB@EOEI T Al Ai 000qd ow 5

The principal FY 2020 findings for Competitive products are:

1 Revenues for Competitive products as a whole exeded incremental costs.
Competitive products were not subsidized by Market Dominant products during
FY 2020, thereby Competitive products satisfied 39J.S.C. 8633(a)(1).

1 Revenues for five Competitive products did not cover attributable costs and
therefore did not comply with 39 U.S.C. 8633(a)(2). The Competitive products that
did not cover attributable costs are: onalomestic negotiated service agreement
(NSA)117 GEPS 11, International Money Transfer Servieelnbound (IMTS?
Inbound), International Money Transfer Service Outbound (IMTS Outbound),
and International Ancillary Services

1 Collectively, Competitive products satisfied the appropriate share requirement of 39
U.S.C. 8633(a)(3) during FY 2020.

17 An NSA is a written contract between the Postal Service and a mailes,itoeifect for a defined period, which provides for customer
specific rates or fees and/or terms of service in accordance with the terms and conditions of the c@es3&.C.F.R. 8010.101(f).
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B. CrossSubsidy Provision: 39 U.S.C.
§3633(a)(1)

39 US.C. 8633(a)(1) requires that Competitive products not be subsidized by Market

Dominant products. To determine compliance, the Commission uses the incremental cost

test, which calculates the collective costs incurred by Competitive products, and compares

those costs to the collective revenue generated by Competitive products. As long as the
OAOAT OA mEOI i #1711 DPAOEOEOA POT AOAOO AGAAAAO OEI
Commission can conclude that no crossubsidization has occurredt8

Because the colletive incremental costs of Competitive products are greater than the sum

of the attributable cost of each product, using collective incremental costs raises the

Competitive product cost floor when testing for crosssubsidies!!® Therefore, the

incrementalco® [ 1T AAT APpbPlI EAA AO OEA #1 1 PAOEOEOA POI |,
rigorous test for determining compliance with 39U.S.C. 8633(a)(1) than the attributable

cost coverage requirement of 39 U.S.C3833(a)(2), which is applied at the product level.

Pitney Bowes states that total aggregate revenues from Competitive products exceeded
total group incremental costs, concluding that Competitive products were not
cross-subsidized by Market Dominant products. Pitney Bowes Comments at 4.

The Taxpayers Progction Alliance responds to Pitney Bowes maintaining that the

OANOGEOAI AT OO | £ OEA OOAOOOA AOA A& Ol AAA

AT i bl EAT AR xEOE OEA AEOAA OOADOOA 1 AAEO

>\ _—
—_ —
> O

The Public Representative also noteshtit Competitive product group revenues exceeded
incremental costs and concludes that Market Dominant products did not subsidize
Competitive products in FY 2020. PR Comments at 129.

ACI notes that Competitive products are accounting for an increasingly g share of the o
0F OOAT 3AOOEAA8O AAI EOAOU &£OT AGET T O AT A OOCCA
transparency.ACI Comments at 2.

None of the commenters offer evidence to suggest that the incremental costs of
Competitive products exceeded their revenes in FY 2020. As it did in the FY 2019 ACD, the
Commission notes that the purpose of the ACD is to determine compliance with existing
regulations using established methodology. Recommendations for improving specific cost

18 SeeDocket No. RM20017, Order Proposing RegulationsEstablish a System of Ratemaking, August 15, 2007, at 65 (Order No. 26).

119Docket No. RM2018, Order Accepting Analytical Principles Used in Periodic Reporting (Proposals-Twerfairough TwentfFive),
January 27, 2010, at3(Order No. 399).

120 ReplyComments to 2020 Annual Compliance Report Docket No. ACR2020, February 12, 2021, at 1.
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attribution methodologies are appropriately addressed in dockets considering changes to
those methodologiest?! As FY 2020 revenues from Competitive products exceeded
incremental costs, there is no evidence to suggest that Competitive products are being
illegally cross-subsidized by MarketDominant products.

In FY 2020, the incremental costs of Competitive products were $19.4 billion and the total
revenues of Competitive products were $30.5 billioA22 Accordingly, in FY 2020, revenues
from Competitive products exceeded incremental costs.

The Commission finds Competitive products satisfied 39 U.8€33a)(1) in FY 2020.

C. Product Cost Coverage Provision: 39 U.S.C.

§3633(a)(2)

39 U.S.C. 8633(a)(2) requires the revenue for each Competitive product to cover its
attributable cost. Below, theCommission discusses the FY 2020 financial performance for
five separate Competitive product groupings:

Competitive domestic products with rates of general applicability

Competitive domestic products consisting of NSAs

Competitive international products with rates of general applicability

Competitive international products consisting of NSAs

= =2 4 A -4

Competitive nonpostal services

I KS /2YYAAdaA2YyQa NBIdzZ FdA2ya LISNYAG Fyeé AYyGdSNBAGSR tyWSdtEay or i 2

a dzo YA

completeness oftheda®@ NJ | yI f @dA & 2F RIGF O2yGlFAySR Ay G(KS t2adrt {SNBAOSQa yy

§3050.11(a).

122Ged jbrary Reference PRRACR20201 s 9 EOSf FAE S dnun {dzYYlI NEY[ wumOEf 8EZ¢ (Gl o6 a! LIISYRAE
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1. Competitive Domestic Products with Rates of
General Applicability

In FY 2020, there were 12 Competitive domestic products with ratesf general

applicability: Priority Mail Express; Priority Mail; Parcel Select; Parcel Return Service;
First-Class Package Service; USPS Retail Ground; Address Enhancement Services; Greeting
Cards, Gift Cards, and Stationery; Competitive Ancillary Serviced;Premium Forwarding
Service; Post Office Box Service; and Shipping and Mailing Supplies.

In FY 2020, every Competitive domestic product with rates of general applicability covered its
attributable cost!24 and, thereby, satisfied the statutory requiremen$ 39 U.S.C.
§3633(a)(2).

2.  Competitive Domestic Products Consisting of
NSAs

As shown in Table IV1, in FY 2020, there were 826 Competitive domestic products

consisting of NSA425

)T &9 ¢mpwh OEA #7111 EOOEIT AEOAAOABR OEA 01 OOA
Al T DAOGEOGEOA .31 0 ADOOOAT O1 U | EOHAKR &I OEAATL GBA
contracts where the initial customer profile will be used to calculate the cost coverage for

fr OEAY 111 OAl #1127 e Codrmidsidn caminBridxide g dstal Sereidor

improving the quality of the data provided on NSAs in FY 2020. The Commission

encourages the Postal Service to continue to fully account for all of its active NSAs and

remove inactive NSAs from the Competitive product list. The Postal Service alsgioved

the number of NSAs using actual data instead of projected dd&&.However, the Postal

Service can continue to increase the use of new and more accurate data to estimate the

costs of NSAs. The use of the most accurate data, as opposed to projected, daessential

to ensuring agreements are, and remain, in compliance with 39 U.S.C. § 3633(a)(2).

123The Competitive Ancillary Services product consists of the following services: Adult Signature, Package Intercept Séneceiuamdata
Retention and Retrieval Servi@eeMCS Section 2645.

124Sed ibrary Reference PRRACR20201 > 9 EOSt  TNBIYS wowvndnE f{adEYs¥el ko a¢2dbf 1€ alAf | LILISYRA
125The 826 products include agreements that were extended via amendment.

126 SeeFY 2019 ACD at 76.

27Sedd. at 77.

28The Commission notes that utilization of actual, rather than projected, data will lead tovegbaccuracy of the cost compliance
calculations for these products.
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Table 1V1

Competitive Domestic NSA Products in Effect During FY 2020

Competitive Domestic NSA Product Groupings Number of Product®
FirstClass Packadgervice Contracts 34
Parcel Return Service Contracts 7
Parcel Select & Parcel Return Service Contracts 6
Parcel Select Contracts 8
Priority Mait Non-Published Raté<ontracts 266
Priority Mail & FirsiClass Package Service Contracts 108
Priority Mal Contracts 266
Priority Mail Express & Priority Mail Contracts 56
Priority Mail Express Contracts 20
Priority Mail Express, Priority Mail & FiGlass Package Service Contracts 45
Priority Mail & Parcel Select Contracts 2
Priority Mail Express & BirClass Package Service Contracts 2
Priority Mail Express, Priority Mail, FiStass Package Service & Parcel Select 6
Contracts
Total 826

2With the exception of NSAs entered into under the Priority M&lbn-Published Rates (Priority MaiNPR) produg each Competitive

domestic NSA is a separate product.

b The Priority Mail NPR product allows the Postal Service to enter into Priority Mail NSAs without filimglividualagreements with the
Commission for prémplementation reviewof each.Such contacts must comply with Commission classification and regulatory

requirements, including preapproved pricing formulas, minimwst coverage, and documentation

Source: Library Reference USPRENP27, December 29, 2020.

a. Attributable Cost Coverage

39 U.SC. 83633(a)(2) requires each Competitive domestic NSA product to cover its

attributable cost. The Commission finds that all but one Competitive domestic NSA covered

their attributable costs and complied with this statutory requirement. The Competitive
domestic NSA that did not cover its attributable costs was Priority Mail Contract 279.

Library Reference USPEY20-NP27.The Postal Service states that the contract has been
terminated.129

Five other agreements had components that failed to cover their attridable costs but still
covered those costs as a whole. FY 2020 ACR at 66. The Public Representative expresses

129FY 2020 ACR at GfzeDocket Nos. MC201%9 and CP20187, USPS Notice of Termination of Priority Mail Contract 279, October 25, 2019
(showing termination date as October 13, 2019).
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concern that these agreements could potentially fall out of compliance if the product mix
changes in an unfavorable way. PR Comments at 135.

Multiple CHIRs were issued in this docket pertaining to domestic NSA Competitive
products. See, e.gGHIR No. 1The overall themes included: requesting confirmation of
source data due to erroneous source notes; requesting additional information to clarify the
various different types of source data; and inquiries exploring significant cost fluctuations.
The Commission encourages the Postal Service to continue to improve the explanation of
its NSA costing materials provided as part of its ACR.

The Commissiontids that Priority Mail Contract 279 was not in compliance with 39 U.S.C.
§3633(a)(2) in FY 2020. Because this contract is no longer active, no further action is
required.

3. Competitive International Products with Rates of
General Applicability

Eleven Compeitive international mail products have rates and fees of general applicability:
Outbound International Expedited Services; Outbound Priority Mail International;
International Priority Airmail (IPA); International Surface Air Lift (ISAL); Outbound Single
Piece FirstClass Package International Service; Inbound Letter Post Small Packets and
Bulky Letters; Inbound Parcel Post (at UPU rates); International Direct SackAirmail M-
Bags; IMTS Outbound; IMTS Inbound;130 and International Ancillary Servicest3!

On Febrwary 22, 2021, the Postal Service filed the revised Library Reference USP&0
NP2, which contains the ICRA32 Concurrently, the Postal Service filed an errata to the FY
2020 ACRSeekErrata to Certain Pages of the FY 2020 ACBased on the revised ICRA dat
the Commission finds that three products, IMTS Inbound, IMTS Outbound, and
International Ancillary Services, did not satisfy 39 U.S.C3833(a)(2).133

a. International Money Transfer Servicenbound

In FY 2020, the IMTS Inbound product did not cover its atributable costs. FY 2020 ACR at

opw8 4EA 071 OOAl 3AOOEAA OOAOAO OEAO EO EIT OAT AO
OOAOI ET AOET ¢ 1 ®Inholind &grEehtemtsgddThe RostaBService notes that it

obtained a delegation of authority from the Deprtment of State under the Circular 175

10]MTS Inbound consists of bilateral and multilateral agreements with foreign postal operators.

Bt nternational Ancillary Services consists of International Certificate of Mailing; Competitive International Registerédifidailnd
International Return Reeipt; Restricted Delivery; Outbound International Insurance; and Customs Clearance and Delivery Fee.

132 SeeNotice of the United States Postal Service of Revisions to Multiple Annual Compliance Reporifidaes February 22, 2021 (Notice
of Revisios to ACR Folders).

133SeeFY 2020 ACR at-8D; see alsd.ibrary Reference USIES20NP2, December 29, 2020. The originally filed ICRA data suggested that four
international products with rates and fees of general applicability did not cover their attbbeitaosts in FY 2020. Revisions to the ICRA
resulted in compensatory Inbound Letter Post Small Packets and Bulky Letters product, originally reported as not in eositplitreccost
coverage provision of 39 U.S.(3683(a)(2) SeeErrata to Certain P&g of the FY 2020 A@R7;see alsd.ibrary Reference USIFS26NP2
(revised), February 22, 2021 (Revised Library ReferenceF-YZRSP2).
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process to terminate agreements that comprise the IMBSInbound product and reports on
the progress it has made towards that goal during FY 2028eeDocket No. ACR2019 Third
Responsesee alsd-Y 2020 ACR at 690.

Only the Public Representative provided comments on this product. The Public

Representative opines that the Postal Service has taken appropriate steps to remedy the

cost coverage for the product. PR Comments at 131. However, he concludes that if the

agreemMT OO0 AOA 110 OAOI ET AGAA OET A OEI AT U TATTA
xEI1T 11700 1 HEAI3 Al 1T OET OA86

The Commission notes that some international postal money order agreements were

terminated. Among these is the international postainoney order agreement with Canada

Post, which was terminated effective August 30, 2019. FY 2020 ACR at 69. A similar

agreement with Japan Post was terminated effective December 31, 201d.at 69-70. For

other agreements, the Postal Service reports that $ent notices of termination to 11

foreign postal operators FPO3.1d.AO xmnm8 4EA #1111 EOOETT £EET AO OE
progress towards the termination of international agreements comprising the IMTS

Inbound product to be a positive step and encouragebke Postal Service to ensure

termination of the remaining agreements in FY 2021.

The Commission finds that the IM7Snbound product was not in compliance with 39 U.S.C.
83633(a)(2) in FY 2020. The Commission encourages the Postal Service to contirafforts
towards termination of the remaining agreements comprising the IMI $hbound product
during FY 2021.

b. International Money Transfer Servic®utbound

In FY 2020, the IMTS Outbound product did not cover its attributable costsld. at 69.The

Postal Senice points out that it distributed the IMTS costs to IMTS Outbound and IMTS

Inbound based on transaction volumeld. The methodology for distributing IMTS costs is

AAOGAA 11 OEA #1 i1 EOOETT1860 ADDOIWAHs T £ 001 bl OA
methodology wasA AT POAA AAAAOOA T £ OEA 01 OOAI 3AOOEAA
IMTS? Inbound due to the lack of IMTS Inbound IOCSallies in some fiscal years. FY 2020

ACR at 69For FY 2020, the Postal Service reports only two IOCS tallies and an increase i

window service costs.Id. The Postal Service concludes that IMTS costing remains subject to

variation. Id.

Only the Public Representative commented othe IMTS, Outbound product. He statesthat
the Postal Service did not provide discussion on how it pans to addresghe cost coverage
of IMTS» Outbound product and recommend that the Postal Service provide additional
information on the matter. PR Comments at 132.

134|d.; seeDocket No. RM20143, Order Approving Analytical Principles Used in Periodic Reporting (Proposali@ieshber 19, 2015 (Order
No.2825).
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The Commission observes that as the agreements comprising the IMT&bound product
terminate during FY 2021, eventually leading to no transactions reported for the IMBS
Inbound product, the reliability of cost estimates reported for IMTS Outbound should
improve.

The Commission finddat the IMTS Outbound product was not in compliance with 393JC.
§3633(a)(2) in FY 2020. Considering the progress the Postal Service has made towards
terminating the agreements comprising the IM®SInbound product, the Commission expects
less variability for the IMTS Outbound unit cost estimates in the future.

C. International Ancillary Services

In FY 2020, the International Ancillary Services product did not cover its attributable
cost135 More specifically, one subcomponent of the product, Inbound Competitive
International Registered Maill36 did not cover its attributable cost. FY 2020 ACR at 68.

Per the Universal Postal Convention, letter post items that receive registered service are
treated as format E items:37 Format E letter post items, and registered service associated
with these items,were previously included onthe Market Dominant product list under
Inbound Letter Post (MCS Seain 1130) and Inbound International Registered Mail (MCS
Section 1510.2), respectivelyOn Januaryl, 2020, a portion of Inbound Letter Post
consisting of format E items was transferredrbm the Market Dominant product list to the
Competitive product list as the Inbound Letter Post Small Packets and Bulky Letters
product (MCS Section 2340)SeeOrder No. 4980;see alsdrder No. 5372 Accordingly,
Inbound International Registered Mail wasalso transferred to the Competitive product list
as Inbound Competitive International Registered Mail (MCS Section 2615.3eeOrder No.
vaxe AO puyus 'O A OAOOI Oh OEA #1111 EOOEITT60
Competitive International Regisered Mail pertains to Quarters 2 to 4.

The remuneration the Postal Service receives for the provision of registered mail service

under Inbound Competitive International Registered Mail is included in the Universal
Postal ConventionSeeUniversal Postal ®nvention, Article 28, I 8.In CY 2020, such

5 FY 2020 ACR at 68. International Ancillary Services consists of International Certificate of Mailing, Competitive latétegtiiared Mail,
Outbound International Return Receipt, Restricted Delivery, Outboundnatienal Insurance, and Custom Clearance and DeliverySeee.
MCS Section 2615.

136 The Competitive International Registered Mail component (MCS Section 2615.2) of the International Ancillary Serviceagrm#sct
Inbound Competitive International Reggred Mail and Outbound Competitive International Registered Mail. For the remainder of the
discussion on International Ancillary Services, the Commission will refer to Competitive International Registered Maipasarnt of
International Ancillary Seices, and it will refer to Inbound Competitive International Registered Mail as-amuponent of the International
Ancillary Services product.

137The UPU terminal dues system is based on the following classification of letter post items: format Ritensationtaining documents),
format G (large letters containing documents), and format E (bulky letters containing documents and small packets cgotadisiog
documents and goods). Letter post items that receive registered, insured, or trackimcpsame treated as format E items for operational,
statistical, and accounting purposes, regardless of their stapaJniversal Postal Union, Regulations to the Convention, Berne 2017, Article
17-116, 1 13, available at

https://lwww.upu.int/UPU/media/upufiles/UPU/aboutUpu/acts/nonPermanentActs/actNonPermanentRegulationsConventionFinalProtocolEn.

pdf (Universal Postal Convention).

OAO
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remuneration was 1.3 SDR per iter38 The Postal Service reports that there was an
increase in costs associated with Competitive International Registered Mail in FY 20208.

The Postal Service describes theremunetaE 1 1T AOAEIT AAT A O1 EO O1 A

oO0bbi Ai AT OAou OAI O1 AOAOGEI T o6 DOI COAI {320Q

2ACEOOAOAA 3AOOEAA ' COAAT AT O phd AO OADPAOA

with inbound registered mail. Id. For FY 2021, he Postal Service states that the increase in
UPU registered remuneration from 1.3 SDR to 1.4 SDR in CY 2021 should help improve cost
coverage for this subcomponent of International Ancillary Servicesld.

The Commission notes that registered service praded by the Postal Service during

Quarter 2 to Quarter 4 of FY 2020 for inbound registered items is covered under Inbound
Competitive International Registered Mail or Inbound Competitive PRIME Registered
Service Agreement 1 (PRIME Registered Agreemeat).The remuneration the Postal

Service receives under the PRIME Registered Agreement pertains to a separate product on
the MCS and does not represent a source of contribution for Inbound Competitive
International Registered Mail.

Only the Public Representatie commented on Inbound Competitive International

Registered Mail. The Public Representative expresses concern about the failure of Inbound
Competitive International Registered Mail and the International Ancillary Services product
to cover costs. PR Commés at 133-34. He notes that international Special Services did not
AT OAO OEAEO AOOOEAOOAAT A AT OO AEOEAO AT A
AO O Odd# 838. The Public Representative recommends that the Postal Service provide
an exphlnation for how it will address and monitor the future cost coverage of Inbound

Competitive International Registered Mailld.

The Postal Service has expressed its expectation for improved cost coverage for
International Registered Mail based on calendayear increases in per piece UPU
remuneration since at least FY 201741 The Commission cautions that any improvement in
cost coverage can only be realized if cost increases are kept below increases in revenues.
The Commission emphasizes thajreater participAOET 1 AU 505 | Ai AAOO
voluntary supplementary remuneration program, which is conditional on meeting data
transmission and quality targets!42 would furnish additional revenue to the Postal Service

138SDR is an international reserve asset created by the International Monetary Fund. Its value is based on a basket efidies:die U.S.
dollar, the euro, the Chinese renminbi, the Japanese yen, and the British pound sterling.

139FY 2020 ACR at 68. Competitive International Registered Mail includes Outbound Competitive International Registerethilailirehd
Competitive Inérnational Registered Mail sedbmponents.

14035eeMCS Section 2515.10, Inbound Competitive MBdivice Agreements with Foreign Postal Operators 1, which includes Inbound
Competitive PRIME Registered Service Agreement 1.

41In FY 2017 to FY 2019, Internati Registered Mail was included on the Market Dominant product list (MCS Section 15&e@)cket No.
ACR2017, United States Postal Service Fiscal YeaAg0u# Compliance ReppBRecember 29, 2017, at 4gee alsdocket No. ACR2018,
United Stated?ostal Service Fiscal Year 28tual Compliance ReppBecember 28, 2018, at 43; FY 2019 ACR at 35.

142 SeeUniversal Postal Convention, Article-B04 for general principles, data transmission targets, and the amount of supplementary
remuneration that ca be earned by designated operators of destinations opting to participate in the SRP.

AO
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for Inbound Competitive International RegisteredMail. Maximizing supplementary
revenue and controlling annual cost increases for Inbound Competitive International
Registered Mail would result in a more compensatory produc3

The Commission finds that the International Ancillary Services product wasim@bmpliance
with 39 U.S.C. 3633(a)(2) in FY 2020 because one sabmponent, Inbound Competitive
International Registered Mail, did not cover costs. The Commission directs the Postal Service
to provide a detailed analysis of obstacles that prevent festal Service from meeting
performance targets for inbound registered items, as well as the projected cost of attaining
performance targets, within 120 days of issuance of this ACD.

4. Competitive International Products Consisting of
NSAs

Competitive international mail also includes products with rates and fees not of general
applicability that are established pursuant to one or more NSAs.

At the request of the Postal Service, and to address administrative concerns involving
product reporting and classificaion on the Competitive product list, the Commission
permitted the grouping of functionally equivalent international NSAs with the express
understanding that each NSA within a product must cover its attributable co$¢?
Functionally equivalent international NSAs are collectively evaluated as a product for
compliance with 39 U.S.C. 3633(a)(2).

The Postal Service reports volume, revenue, and cost data for each Competitive
international NSA comprising Competitive international productsSeeRevised Library
Reference USPS$Y20-NP2.For FY 2020, the Postal Service provided these data for 789
international NSAs, 771 of which include negotiated rates for outbound mail and 18 of
which include negotiated rates for inbound maik4> Of the 789 international NSAs,
revenues for 11 contracts did not cover their attributable costs in FY 20286 In addition,
one category of Competitive international products consisting of NSAs, Global Expedited

143The UPU registered payment per item will increase by 8 percent in CY 2021, from 1.3 SDR to 1.4 SDR. With improved pierfo¥mance
2021, and the associated supplementaevenue it would furnish, the registered payment per item could increase by 46 percent, from 1.3 SDR
to 1.9 SDR.

144 Seee.g, Docket No. CP20434, et al,, Order Approving Five Additional Global Expedited Package Services 3 Negotiated Service Agreements
December 1, 2010, at 5 (Order No. 601).

15| ibrary Reference PRRACR202INP2 When producing this summary value, the Commission counted each agreement or volume within
the same agreement for which cost coverage is evaluated separately, as.gnénancial performance for volume under Docket No. R2R18

in Quarter 1 was counted as one NSA, and the financial performance for volume under the same docket in Quarter 2 argl \@asrter
counted as a separate NSA. In addition, the Commission reviewsigimeitil performance of each serimimbered agreement under the

GEPS NPR products; each such senambered agreement is counted as one NSA in this summary value.

6 Errata to Certain Pages of the FY 2020 ACRsaeRevised Library Reference USIYRENP2;see alsd.ibrary Reference PRERACR2020
NP2.The Commission notes that the revised ICRA, filed by the Postal Service on February 22, 2021, resulted in an increasbar tife
Competitive international NSAs that failed to cover their attributadsets in FY 2020 from the originally reported 10 contracts to 11 contracts.
Compardg~Y 2020 ACR at %ith Errata to Certain Pages of the FY 2020 ACR at 8
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Package Services (GEPS) Contracts, and one outbound international product consgsoh
NSAs, GEPS 11, did not cover their attributable costs in FY 202%.2020 ACR at 70.

The Public Representativaobserves a discrepancy between the number of contracts with

below 100-percent cost coverage indicated by the data originally filed by thedBtal Service

and the number of such contracts reported in the FY 202RCR!47 He also notes that the

01T OOAI 3AOOEAAGO Al AEi OEAO All .3! AAOACI OEA
not supported by the financial workpapers filedPR Comments ©134. Accordingly, the

Public Representative urges the Postal Service to address the discreparidy.In addition,

EA OAEOAOAOAO OEA #1 11 EOOCEITG60 OAATI T AT AAOGETI
performance of each contract and take aggressive steps an ongoing basis to terminate

any agreements that are not compensatorgld. at 134-35 (quoting FY 2019 ACD at 81).

The Commission notes that the Postal Service corrected its statement that all Competitive
international NSA categories covered their atibutable costs in FY2020, reporting that one
category of Competitive international products, GEPS Contracts, did not cover co&isata
to Certain Pages of the FY 2020 AGRS.

The financial results for Competitive outbound and inbound international poducts
consisting of NSAs are discussed below.

a.  Competitive Outbound International Products Consisting
of NSAs

Competitive outbound international products with negotiated rates are classified on the

Competitive product list. Under outbound NSAs, mailers musommit to tendering

specified minimum volume and/or revenue on an annual basis in exchange for reduced

rates from the Postal ServiceThe Commission has previously expressed concern that the

0T OOAT 3AOOEAA AT AO 11 0 Al xAUonitrientOBFre AOOOT |
Commission continues to monitor compliance with statutory requirements regardless of

adherence to contractual minimumsAdditional postal services may be available for

products with rates and fees not of general applicability4® Table 1\-2 shows the FY 2020

product category for each of these products for which the Postal Service reports FY 2020

financial results 150

147PR Comments at 13deeLibrary Reference USIES 260NP44, February 17, 2021. The discrepancyben the number of contracts that did

not cover their attributable costs reported by the Postal Service in the FY 2020 ACR and the number of such contradt®rijetine Public

Representative stems from the fact that four agreements under a GEPR pl2 RdzOlGi 6 SNB Ay Of dzRSR Ay (G(KS t2adl f
2020 ACR at 70; PR Comments at 134.

148 SeeDocket Nos. MC201927 and CP201936, Order Adding Priority Mail Express & Priority Mail Contract 92 to the Competitive Product
List, April 30, 201%t 5 (Order No. 5077).

19Sege.g, MCS Section 2510.3.5 for additional services available to products included in the GEPS Contracts category.

150The Postal Service does not report FY 2020 financial results for the following Competitive outbound artehpatiducts: Global Bulk
Economy (GBE) Contracts, Priority Mail International Regional RatetBdged?ublished Rates, Outbound Competitive International
Merchandise Return Service Agreement with Royal Mail Group, Ltd., Priority Mail InternationaldRBgienBoxes (PMI RRB) Contracts 1,
Competitive International Merchandise Return Service Agreements with Foreign Postal Operators 1, Competitive Internatibaaidide
Return Service Agreements with Foreign Postal Operators 2, Alternative DelivedeP(8DP) Contracts 1, Alternative Delivery Provider
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Table 12
Competitive Outbound International Products by Category, FY 20267

Product Category Product Name

GEPS 7
GEPS 8
Global Expedite@ackage Services (GEPS) Contracts GEPS 9
GEPS 10
GEPS 11

Global Expedited Package Services (GER&)
Global Expedited Package Services (GER&)-Published Published Rates 14

Rates Global Expedited Package Services (GER&)
Published Rats 15

Global Plus 1D
Global Plus 1E
Global Plus 3
Global Plus 4
Global Plus 5
Global Plus 6

Global Plus Contracts

Global Reseller Expedited Package Services 2

Global Reseller Expedited Package Contracts Global Reseller Expedited Package Services 4

Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Priarity Mail Express International, Priority Mail Internation ServiceContract 1

& FirstClass Package International Service Contracts Priority Mail Expreskiternational, Priority Mail
International & FirsiClass Package International
ServiceContract 2

Priority Mail Expess International, Priority Mail
International, FirstClass Package International Servi
& Commercial ePacket Contract 2

Priority Mail Express International, Priority Mail
International, FirsiClass Package International Servi
& Commercial ePacket Coatt 3

Priority Mail Express International, Priority Mail Internation Priority Mail Express International, Priority Mail
FirstClass Package International Service & Commercial International, FirsClass Package International Servi
ePacket Contracts & Commercial ePacket Contract 4

Priority Mail Express International, Priority Mail
International, FirsiClass Package International Servi
& Commercial ePacket Contract 5

Priority Mail Express International, Priority Mail
International, FirsiClass Package International Servi
& Commercial ePacket Contract 6

Reseller (ADPR) Contracts 1, GEPS 3, GEPS 5, GEPS 6, Global Plus 1C, Global Plus 2C, Global Reseller Expedites! (GRE&R) Servic
GREPS 3, GEPSPR 2, GEPINPR 3, GEPINPR 4, GEPINPR 5, GEPINPR 6, GERINPR 7, GEPNPR 8, GEPNPR 9, GEPINPR 10,
GEPS NPR 11, and GEPSIPR 13.

51 This table presents outbound international products by product category as they appear in the MCS.

52Products and product categories that did not cover costs in FY @@2fenoted in red.
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Priority Mail Express International, Priority Mail
International, FirsiClass Packadeternational Service
& Commercial ePacket Contract 7

Priority Mail Express International, Priority Mail
International, FirstClass Package International Servi
& Commercial ePacket Contract 8

Priority Mail Express International, Priority Mail Intericaual
& Commercial ePacket Contracts

Priority Mail Express International, Priority Mail
International & Commercial ePacket Contract 1

International Priority Airmail, Commercial ePacket, Priority
Mail Express International, Priority Mail International &Fir
Class Package International Service Contracts

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service Contract 1

International Priority Airmail, Comercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service Contract 2

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International &FirstClass Package International
Service Contract 3

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service Contract 4

International Priority AirmailCommercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service Contract 5

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
Internationd & FirstClass Package International
Service Contract 6

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service Contract 7

International Priority Airrail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service Contract 8

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirstClass Package International
Service Contract 9

International Priority Airmail, Commercial ePacket, Priority
Mail Express International, Priority Mail International & Firg
Class Package International Service with Reseller Contrac

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service with Reseller Contract 1

International Priority Airmail, Commercial ePacket,
Priority Mail Express Intaational, Priority Malil
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International & FirsiClass Package International
Service with Reseller Contract 2

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package Internatial
Service with Reseller Contract 3

International Priority Airmail, Commercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service with Reseller Contract 4

International Priority Airmail, @nmercial ePacket,
Priority Mail Express International, Priority Mail
International & FirsiClass Package International
Service with Reseller Contract 5

International Priority Airmail Contracts

International Priority AirmaiContract 1

International Prioity Airmail, International Surface Air Lift,
Commercial ePacket, Priority Mail Express International,
Priority Mail International & Firs€lass Package Internationg
Service with Reseller Contracts

International Priority Airmail, International Surface A
Lift, Commercial ePacket, Priority Mail Express
International, Priority Mail International & Fir§llass
Package International Service with Reseller Contrag
International Priority Airmail, International Surface A
Lift, Commercial ePacket, PriorityaMExpress
International, Priority Mail International & Firgtlass
Package International Service with Reseller Contrag

Source: MCS Section 2510.

The Postal Service reports financial results for each outbound international NSA within
these products.Of the 771 outbound international NSAs, the revenues for 11 contracts, 1
outbound international product consisting of NSAs, and 1 category of outbound
international products, GEPS Contracts, did not cover their attributable costs in FY 2020.
The financialresults for GEPS 11 were significantly negative enough to result in the entire
category of GEPS products being nesompensatory in FY 2020Errata to Certain Pages of
the FY 2020 ACRit 8. All 11 NSAs have expiredd. The norcompliant product is discussel
below.

(1) GEPS11

In FY 2020, the GEPS 11 product did not cover its attributable cd82.The Postal Service
provided financial results for two NSAs within the GEPS 11 product, and neither NSA
covered its attributable cost!>* The subsequent paragraphs discughe relevant
background for the agreement that is the subject of the Docket No. CP26186, one of the
two NSAs included in the norcompliant GEPS 11 produciThis agreement is discussed
because the issues are illustrative of the problems with GEPS 11 ivi E020.

153 Seelibrary Reference USIFS20NP2;see alsdrevised Library Reference USYRONP2; Library Reference RRRACR202NP2.
154 Seelibrary Reference USIEFS20NP2;see alsdRevised Library Reference USIYRONP2; Library Reference BRRACR202NP2.
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When the Postal Service entered into the agreement that is the subject of Docket No.

CP2019176, the United States was participating in negotiations with the UPU regarding

the ability of the Postal Service to selfleclare rates for inbound formatE items to the

United States!>5 As part of the preimplementation review for this agreement, a CHIR was
EOOOAA ET NOEOET ¢ AAT OO OEA 01 OOAI 3AOOEAABO b
outbound international mail costs156 The Postal Service statethat it intended to revisit

active customer agreements to determine if they were viable in CY 202¥.The UPU Third
Extraordinary Congress resulted in the payment of the same rate for outbound format E

flows to all UPU country groups as of CY 2020, whichpeesented increases in the

ACOAAI AT 660 O®AAOI UET ¢ AT 0008

)T OEA &9 ¢mpw !'#%$h OEA #1T 11T EOOEITT OAATI T AT AA
monitor the performance of each [Competitive outbound international] contract and take
aggressive steps on an orgng basis to terminate any agreements that are not

AT T PAT OAOT OU86 &9 cmpw !'#% AO yps8 .1 OxEOD
AT A OEA 01 OOAT 3AOOEAA8O A@POAOO ET OAT OE
agreements, which included theagreement under discussion, the Commission notes that
the Postal Service did not file a modified agreement in the docket until 4 months following
the implementation of the new format E rateg59

—m
O
>\

The supporting documentation for this agreement, as with manijSAs, relied on the Postal
SAOOEAA8O AOOOI POETT O AO O OEA AEAOAAOAOEOOE
costs, and therefore demonstrate that revenues will exceed those projected costs. If the

0T OOAT 3AOOEAABO AOOOIie @ thé rhalipiedeOandiie dititbdtionA E A OA A
of mailpieces by destination deviate significantly from the actual characteristics and

distribution, the actual cost coverage will differ from the projected cost coverage. For the

instant agreement, the Postal Seice filed workpapers with the Commission in advance of

OEA ACOAAI A1 660 EI Pl Ai AT OAOET 18 4EA DPOI EAAOGAA
included in the workpaperss AAT AOI AOGAA £ O OEA AOOOI i1 A0dO bBOI
assumed characteristica demonstrated revenues in excess of projected costs.

155The negotiations culminated in the UPU Third Extraordinary Congress, held in September 2019. Reforms adopted at thadrirtaBxt
Congress allowed for the harmonization of format E rates beginning on January 1, 2020, anddtirdbelaration of format E terminal dues,
beginning on July 1, 2020. The reform that was relevant to the agreement at issue was the harmonization of format E rates.

156 SeeDocket No. CP203@ T ¢ = / KF ANNF Yy Q& Ly F2NNF GA2Yy enshs defys8,2016, Bueston 1.l YR b23GAOS 2F
/

157Docket No. CP201@T ¢ = wSalLkRyasS 2F G(KS ! yAGSR {GFrGSa tz2adlkf {SNBAOS (2
Seal, July 10, 2019, question 1.

KT A NS

158 SeeUniversal Postal Convention, Second Additidfratocol to the Universal Postal Convention, Article 111 (Article 29 amended) and Article

IV (Article 30 amended). Considering the effective period of the agreement at issue, the harmonization of format E eseatepmcreases

in the underlying cds for the agreement. This reform resulted in the same level of terminal dues charged by all FPOs for their inbound format

E flows from the United States, subject to applicable business rules. The level of terminal dues charged was that ofpUROuyrees

OKAIKSald tS@Stod LY 20KSNJI g2NRax Ay GKS 06aSyOS 27 plickuRtdes WBIF 2 NYZ 2y f ¢
have been subject to UPU group | terminal dues. Flows to UPU group I, Ill, and IV countries wouémaubject to progressively lower

terminal dues.

159 5eeDocket No. CP201876, Notice of the United States Postal Service of Filing Modification One to a Global Expedited Package Services 11
Negotiated Service Agreement, April 27, 2020 (Modification Gxejnentioned above, the harmonized format E rates were effective January
1, 2020.
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As mentioned above, in April 2020, the Postal Service filed Modification One to the
agreement in question. The financial workpapers filed in support of the modification used
negative inflation factors to project international and domestic transportation costs for the
agreement. A CHIR in the docket was issued requesting information on the reasonableness

I £#/ OOAE A1 OO0 DPOI EAAOGETIT O AT A 11 OEA 01 OOAI 3A
the COVIDB19 pandemic on the costs of the agreemerit® The CHIR also requested
ET £ OI AGETT 11 OEA 01 OOAI 3AOOEAA-G9pandlett AAOAOE

on costs for all active outbound NSAs and their ability to continue to comply with 39 U.S.C.

8 3633(a)(2). Docket No. CP2014.76, CHIR No. 2, question Z.he Postal Service filed its

response under sealf! In it, the Postal Service expressed optimism with regard to the
ACOAAI AT 680 A1 06 Ai PAOPBAAAI GAEOOEODAADHI 6§ $ OF
active outbound international NSAs, the Postal Service listed its options to address non

compliant agreements.

4EARA AAOA OEIT x OEAO OEA 01 OOAI 3AOOEAAGO AOOOI
characteristics and distribution did not materialize. The resultingcost coverage reported

for the agreement was significantly below the originally projected cost coverage, and the

agreement was nonrcompensatory162

The Commission notes that on two separate occasions, described above, CHIRs were issued

with regard to the accuracy of cost projections for the agreement under discussion. Neither

Postal Service response included updates to underlying cost projections for the agreement.

The Commission emphasizes that the rate design for this complicated outbound

international agOA AT AT O OANOEOAA AAAOOAOA DOI EAAQETT 1,
input costs, including settlement costs. The risk of not accounting for unforeseen

circumstances is inherent in cost projections. However, even when circumstances such as

the COVIDB19 pandemic are known, the ability to accurately adjust cost estimates to

account for their financial implications is a difficult task. In the case of the instant

agreement, the COVIEL9 pandemic could not have been predicted at the time of the
original fil ET C8 (1 xAOAOR OEA #1111 EOOEI T AZPOAOOAA A
reliance on negative inflation factors at the time the Postal Service filed Modification One to

the agreement63 In Docket No. CP2014.76, a cumulative effect of errors and unexpecte

events occurred. The input costs for the agreement changed dramatically during the course

of the agreement in ways that could not be anticipated, such as the COM#Dpandemic,

and ways that could be anticipated, such as the changes resulting from UPdatétions.

The customer profile (mailpiece characteristics and distribution) also differed from the

01T OOAT 3AOOEAA8O POI EAAOEIT O EI xAUuO OEAO EI D
factors highlight the importance of designing outbound internatimal agreements without

1%0Docket No. CP201@T c X / KFANXYIF Y Q& LYTFT2NXYIFGA2Y wSIljdz840 b-276, CHIRNA.2INAf onX HAHANZ
161 Docket No. CP201876, Response of the Unitédi 1 Sa t 2& G+t { SNBAOS (2 /KFEANNIYQE LYFT2N¥VI (A2,

62 Sed ibrary Reference PRRACR2020 t HE 9 EOSEMTFA f ISy lat/ @ imamdbEf & EE F2NJ I Y2NB RSOFAE SR Iy
subject of the Docket No. CP20196.

163 Negative inflation factors were used for a cost segment for which expenses, when combined with settlement costs, regigaditiaat
portion of total costs for this NSA.
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rate cells that have norcompensatory cost coverage and of continuously monitoring the
performance of agreements to prevent one agreement from turning an entire product
consisting of NSAs, such as GEPS 11, and an entire categoryaxfycts consisting of NSAs,
such as the GEPS Contracts category, rommpensatory.

The Commission concludes that one Competitive outbound international product consisting of
NSAs, GEPS 11, did not satBU.S.C. 3633(a)(2) because revenue did not esed the
attributable cost for the productThe two contracts in this product are no longer active, and
thus no longer need to be terminatedihe Commission directs the Postal Service to

continually monitor the financial performance of outbound internationdSAs. For details
pertaining to the monitoring of the financial performance of international NSAs, see Section
IV.C.4.c. below.

b.  Competitive Inbound International Products Consisting of
NSAs

Competitive inbound international products with negotiated ratesare classified on the
Competitive product list. Inbound international agreements entered into by the Postal
Service and one or more FPOs provide inbound services and prices that are available only
to mailers meeting defined eligibility requirements for mal preparation, content, size, and
weight limitations. Table 1\-3 below shows the product category for each inbound
international product for which the Postal Service reports FY 2020 financial resulé$4

Table I\/3
Competitive Inbound International Produstby Category, FY 2020

Product Category Product Name

International Business Reply Service (IBRS)
Competitive Contracts

Inbound EMS Inbound EMS 2
Inbound Air Parcel Post (at ndsiPU rates) Royal Mail Group Inbound Air Par&bost Agreement

IBRS Competitive Contract 3

Inbound Competitive MultBervice Agreements with | Inbound Competitive MultService Agreements with
Foreign Postal Operators Foreign Postal Operators 1

Source: MCS Section 2515.

The Postal Service reports financial results for each imond Competitive NSA within these
products. In FY 2020, each inbound Competitive international product and each inbound
Competitive NSA within these products covered its attributable costs.

164 The Postal Service does not report FY 2020 financial results for the folldaingetitive inbound international products: International
Business Reply Service Competitive Contract 1, Inbound Direct Entry Contracts with Customers, Inbound Direct EntryvGlorftcaietgn
Postal Administrations, and Inbound Direct Entry Contradtis Roreign Postal Administrations 1.

165This table presents inbound international products by product category as they appear in the MCS.
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The Commission notes that prior to Quarte of FY 2020, internatonal NSAs entered into
by the Postal Service and one or more FPOs for the delivery of format E itéfisas well as
for the provision of services pertaining to format E items57 were included on the Market
Dominant product list. Following the transfer of format E items previously included under
Inbound Letter Post (MCS Section 1130) from the Market Dominant to the Competitive
product list as Inbound Letter Post Small Packets and Bulky Letters, effective in Quarter 2
of FY 2020, the above mentioned internationaagreements were also transferred to the
Competitive product list. SeeOrder No. 5437. In addition, the Postal Service entered into
four new Competitive inbound international NSAs with FPOs during FY 20268 The
inbound international mail volume that entered the United States under Competitive
inbound international NSAs has increased accordingly between FY 2019 and FY 20%0.

The Commission observes that the increase in the number of Competitive inbound

international NSAs, and in the volume that entersthe T OOAT 3 AOOEAAGO 1T AOxT «
31 0h TAAAOOEOAOCAO T TTEOIOETC 1T &£ OEAOGA ACOAAI

ensure their continued compliance with the provisions o089 U.S.C. 8633(a)(2).

The Commission concludes that Competitive inbountgiinational products consisting of
NSAs satisfie@9 U.S.C.3633(a)(2) because revenue exceeded attributable cost for each
product. The Commission recommends that the Postal Service continually monitor the
financial performance of each inbound internatiwl contract and take aggressive steps to
terminate or renegotiate agreements that are not compensatory.

C. Monitoring of Competitive Outbound International NSAs
Financial Performance
Financial performance of Competitive outbound international NSAs is determed by the

ratio of the revenues earned and the costs incurred by the Postal Service for volumes
shipped under NSAs. For postal products available to outbound international NSAs, the

166 SeeCanada Post Agreement (Docket No. R2B)18ncluded under the Inbound Market Dominant Mi8rvice Agreementsith Foreign
Postal Operators 1 product (MCS Section 1602.3) prior to Quarter 2 of FY 2020.

167 SeeAustralia Post Agreement (Docket No. R2@),7included under the Inbound Market Dominant MiB&rvice Agreements with Foreign
Postal Operators 1 product (MCSection 1602.3) prior to Quarter 2 of FY 2@&&@ alsénbound Market Dominant Exprés Service Agreement 1
(Docket No. R2016), Inbound Market Dominant Registered Service Agreement 1 (Docket No.-BR2@b8 Inbound Market Dominant PRIME
Tracked ServicAgreement (Docket No. R203Y, included in MCS Sections 1602.4, 1602.5, and 1602.6, respectively, prior to Quarter 2 of FY
2020.

168 SeeDocket No. CP202D41, Notice of United States Postal Service of Filing Functionally Equivalent Inbound Compeliiti&ziMice
Agreement with Foreign Postal Operators, May 15, 28286;alsdocket No. CP202044, Notice of United States Postal Service of Filing
Functionally Equivalent Inbound Competitive Mu8grvice Agreement with Foreign Postal Operatbily201, May 21, 2020; Docket No.
CP2026aL67, Notice of United States Postal Service of Filing Functionally Equivalent Inbound CompetitigeMiaki Agreement with Foreign
Postal Operatog, FY262, June 8, 2020; Docket No. CP2Q2Q, Notice of United States RakService of Filing Functionally Equivalent Inbound
Competitive MultiService Agreement with Foreign Postal Operagtbiy 263, June 30, 2020.

169 Sed ibrary Reference PRRACR2020 t HE 9 E OSRACR2DZDS HAt!w/L CL 95 L/ w! ®EfLAE sLéy Gif+ ob {al ! & SwéH nOuSnE
see alsdocket No. ACR2019, Library Reference BFRECR201® t HEX al NDK Hp I -4RACR201IDS HOStb LTTALIOS &t/ w/! PEf & |
Gro a!/whnmed /2YLI L. Lydt b{!azé OStft Dcdedundedithdhfodd Competiteddlh 2y 2F C, ¢
Service Agreements with Foreign Postal Operators 1 product (MCS Section 2515.10). At the conclusion of FY 2020, seves \@agreeme

included under the product.
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Postal Service operates in a competitive market, which has an impact dretrates the

Postal Service can offer to its domestic customers shipping internationally, as it competes
for their volumes. With revenues that can be generated by international NSAs constrained
by market competition, accurate determination of costs expecteto be incurred is

essential. Only then can the Postal Service determine reliably whether the negotiated rates
it offers to customers are sufficiently high to generate revenues in excess of costs.

4EA AAAOOAAU 1T £ OEA 01 OOdakes @ith bdamnduAt®iO Al OO0 bDPOI
customer-specific information used and with reliance on realistic inflation and exchange

rates pertaining to projection terms. Costs for outbound international volumes can

reasonably be expected to vary with the distance these dudund volumes travel to reach

their respective destinations, as well as with terminal dues that designated FPOs charge for

the delivery ofthe0 | OOAT 3 AOOEAAGO | OOAT OT A ET OAOT AOGEIT 1
Terminal dues vary by destination county and are assessed on the basis of volume and

weight of inbound international mail.170 It follows that reliance on accurately projected
AEAOAAOAOEOOEAO 1T &£ OEA AOQOOI 1 AOOGE O1T1 01 A AT A
for the accuracy of cost pojections.

While terminal dues have historically been easier to predict reliably?! in particular for

outbound international NSAs in effect for 1 year or less, the interpretation of certain

provisions related to the remuneration for format E items, which esulted from the Third
Extraordinary Congress, continues to be the subject of discussi®fz.In addition,

remuneration changes are also proposed for format P/G items for the coming yedfs.For

format E items, the impact of the final adopted interpretations bthe referenced provisions

I'T OEA 01 OOAIT 3 A 0OOEpedic ad difficd @@rojecOFoAfdnaadG AOET 1
items, the large annual increases in terminal dues over the coming years are difficult to

170 See, e.gUniversal Postal Convention, Article 28 §eneral provisions related to terminal dues remuneration under which receiving

designed FPOs have the right to charge for the delivery of inbound letter post items in their respective territories. ITRresiae assessed

on a peritem and perkilogram basis or on the basis of a total rate per kilogram. Terminal dues charged by receiving FPOs vary according to the
classification of receiving countries as either target system countries, further classified as group I, II, and Ill couasrigansibnal system

countries, which include countries classified as group IV countries.

171|d. Articles 2930. Terminal dues ranges, expressed as cap and floor rates, are included in relevant Universal Postal Convention articles for
four consecutive CYs. For exalm Articles 29 and 30 of the most recent Universal Postal Convention include terminal dues rates for format
P/G items for CY 2018 to CY 2021.

172 SeeUniversal Postal Union, Second Additional Protocol to the Universal Postal Convention, Article 28bis 2fiffl @quaterThe provisions
of the Second Additional Protocol to the Universal Postal Convention, which allowed the Postal Serviegetdaselits E format prices
effective on July 1, 2020, allowed corresponding designated operators to do likewies basis of reciprocityrticle 28bis, paragraph 6bis
and 6quater include a protection mechanism with the intent to protect countries with low outbound letter post volumesdouhgies

invoking Article 28bis, paragraph 6bis (i.e., the UnitedeS)afrom being subject to setieclared rates. The protected volumes pertain to letter
post volumes from group Il and group Ill countries with total weight to the United States below 25 tonnes and to lettelyosts from

group IV countries with totaleight to the United States below 100 tonn&eeArticle Il (Article 28bis added), 11 1.1.6 and 1.1.7. The
Commission notes that the interpretation of the protection mechanism is subject to clarific&smalsdrticle 28bis, { 6ter. Calculation of
the costto-tariff ratio is also subject to clarification.

173SeeDocket No. IM2024, Notice of Posting of Proposals, March 26, 2020; Docket No. IMR(26tice of Posting of Document, March 30,
2020.Format P/G terminal dues are scheduled to be harmonize@¥ 2025. This will lead to annual settlement cost increases of 5.0 percent
for outbound format P/G flows to UPU group | countries, 8.7 percent to UPU group Il countries, 12.1 percent to UPUcgroupdd, and

15.5 percent to UPU group IV countribstween CY 2022 and CY 2025.
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capture in financial workpapers that projed costs for only the first 12 months of outbound
international agreements.

30A0O0ET C ET 10A00A0 ¢ T &£ &9 ¢ngnmh OEA 01 OOAI
COVID19 pandemic. The challenges posed by the COVID pandemic were expected to

have finandgal and service quality implications!’4 The negative financial implications of the

covibpw DAT AAT EA AOA APPAOAT O ET OEA #1111 EOOETI
to FY 2020 in the instant docket. Circumstances such as the COXtEDpandemic, and thei

likely continued fallout, introduce uncertainty into cost projections, potentially rendering

them less reliable.

The Commission observes that issues related to the costs incurred by NSAs exceeding
revenues are avoidable when they are due to inaccuratefyrojecting a customerd mail

profile (the distribution of volume by country group and weight per piece) coupled with

rate designs that do not allow for deviations from such projections. Consequently, the
Commission encourages the Postal Service to includastomer-specific volume and weight
distributions when calculating projected revenues and costs for outbound international
NSAs. The Commission further encourages the Postal Service to ensure that cost coverage
is maintained even ifa customer® mail profile deviates from expectations on which

revenue and cost projections were based at the time of the agreemé@nimplementation.

The Commission recognizes that there is inherent uncertainty within international NSA

cost projections because developments ahe UPU can lead to changes in terminal dues and
settlement costs. The Commission further recognizes the difficulty in producing reliable

cost projections that are based on inflation and exchange rate forecasts relating to contract
terms characterized by urtertain economic outlooks. However, the Commission

emphasizes that such developments can be monitored and encourages the Postal Service to
strive to file modifications without delay for active NSAs impacted by such circumstances.

The Commission reiterateghat the non-compliant GEPS 11 product discussed in Section

IV.C.4.a.1. was in effect for 1 year. As evidenced by the financial data reported for the

agreement that is the subject of Docket No. CP20196, inaccurate projections of the

AOOOT | AOG5dd ledditd falrefof aA NSA to cover its attributable cost. Negotiated

OAOAO OEAO Al 110 AT OOOA AT 6O AT GAOACA xEAT O
projections can lead to the failure of an NSA to generate revenue in excess of costs. Not

updating the underlying costs of an agreement with the most recent changes in terminal

AOAOG OAI O1 AOACET T h AOAT EZ OEAOA AEAT CAO AZEEA
effective term, can lead to failure of an NSA to maintain cost coverage above 100 percent

Reliance on inflation forecasts used to produce cost estimates for contract terms

characterized by conditions such as those brought about by the COVIB pandemic, even

EAZ OEAOA AEOAOI OOAT AAO Ei PAAO TT1 U Acabi OOET 1
lead to incurred costs in excess of projected costs. As a result, the Commission emphasizes

174 See generallfpocket No. ACR2019, Responses of the United States Postal Service to Questd@oinmission Information Request No.
4, September 23, 2020.
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that inadequate cost projections are more likely to lead to prices negotiated between the

Postal Service and the customers that do not guarantee revenues ircess of costs for the

duration of the effective terms of outbound international NSAs.

4EA AAT OA OO0 1T AOEUAA AT T AAOT O AOAh ET OEA #1i
recent implementation of outbound international NSAs for contract periods longethan 1

year175 The Commission determines that as the length of NS@effective terms increase,

the accuracy of their cost coverage projections can reasonably be expected to diminish,
DAOOEAOI AOI U AAUTTA OEA EZEOOO p¢ ITTOEOC T £ .3

Lastly,the Commission points out that the number of outbound international NSAs that the
Postal Service has filed with the Commission at one time since the implementation of self
declared rates for format E items has been largé® During the most recent such filngs of a
large number of NSAs, the financial workpapers filed with the Commission, which

pertained to 19 outbound international NSA dockets, included a redesigned NSA model and
employed novel approaches’” The most recent NSAs have also contained terms ohber
than 1 year. These factors combine to increase the possibility that the contract projections
will deviate from actual results, increasing the need for ongoing reporting.

This section has described the circumstances that can lead to roompliance ofoutbound
international NSAs. Each of these circumstances, individually, can be problematic. In the
past year, the Postal Service has implemented novel approaches to the NSA model, filed
contemporaneously in 19 dockets, for NSAs entered into for contraattms longer than 1
year. During FY 2020 the financial data revealed the cost and volume impacts of the COGVID
19 pandemic on outbound international NSAs. The FY 2020 financial data also revealed the
cost and revenue impact of the major changes at the UPWheTCommission determines that

it is necessary to continually monitor the financial performance of outbound international
NSAs in order to ensure their compliance with 39 U.S.C. § 3633(a)(2) and to allow for more

175Seeg.g.,Docket No. CP202183, Docket No. CP202®2, CP202098, Docket No. CP20200, Docket No. CP20201, which have been

approved to be in effect until February 28, 203&eDocket No. CP202D83, et al., Order Approving Modification One to International Priority

Airmail, Commercial ePacket, Priority MaipEess International, Priority Mail International & FiSlass Package International Service with

Reseller Negotiated Service Agreements, January 21, 2021 (Order No.\S824)entering into outbound international NSAs, the Postal
Service files financia@ 2 NJ, LI} LISNE F2NJ 0KS / 2YYA&aaAirz2yQa NBOASe>S 6KAOK AyOfdzRS Ozad
contracts. These projections are based on cost estimates pertaining to the latest fiscal year data approved by the Cahthisgioreof the

t2adlf {SNBAOSQa FAfAYIAaD C2NJ SEFYLXE ST (GKS FAYLlFyOAL inJanmMRoRd;, LISNBE F2 NJ
and set to expire in February 2023, were based on FY 2019 cost estimates, since cost data pertainimgite teeent fiscal year, FY 2020,

was at the time the subject of the FY 2020 ACR docket review. The lack of information that would reveal the financiabfitiieaCtoVIEL9

pandemic on outbound international NSAs in FY 2020 at the time of these N§AFiIA Y I RS (KS / 2YYA&daA2y Q& NBGOASH 2
assumptions difficult. Consequently, as the length of outbound international agreements increases, and their projectetgpedas not

based on cost data for the most recent fiscal year, thearitial performance is more likely to be impacted by factors unaccounted for in cost

coverage projections for the first 12 months of respective agreements.

176 For example, between December 3, 2020 and December 16, 2020, the Postal Service filed finAldtidldvolJSNE T2 NJ G KS / 2YYA &daaai
in 19 dockets pertaining to outbound international NS®ee, e.g.Docket No. CP202088, Docket No. CP20200, Docket No. CP20201,
Docket No. CP202D94, Docket No. CP202®7, Docket No. CP20283.

177SeeDocketNo. CP202M cpy = / KF ANN Iy Q& LYy F2N¥YI GA2y wSljdzSai b2o m | yRusee2 (A0S 27T
alsoDocket No. CP202073, et al., Order Approving Modifications to Priority Mail Express International, Priority Mail InteréitismstClass
Package International Service & Commercial ePacket Negotiated Service Agreements, January 19, 2021 (Order No. 5820).
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immediate actions, such as the modificatioof rates or termination of non-compliant
agreements.

The Commission directs the Postal Service to monitor the financial performance of each
outbound international contract on a quarterly basis and to file with the Commission a
summary Excel file pertainig to the latest postal quarter. The summary file should be filed
with the Commission within 30 days of the conclusion of each postal quarter, including postal
Quarter 4. The summary file should include, for each active NSA and each outbound
international serviceincluded in each sucNISA, revenues, pieces, weight, and costs.

d. Revisions to the ICRA

The ICRA filed by the Postal Service on December 29, 2020 contained multiple errors. The
errors were identified by the Commission and raised via CHIRs issued betere January 19,
2021, and February 10, 202178 The Postal Service addressed the issues and, on February
22, 2021, filed revised ICRA dat&?® The revisions to the ICRA, which are found in the nen
public Library Reference USPEY20-NP2, resulted in updates tohiree additional public
library references and two additional nontpublic library references. Notice of Revisions to
ACR Folders at 22.

The errors that led to the revised ICRA filing revealed two main issueSeeNotice of
Revisions to ACR Folders at Eirst, the Postal Service did not incorporate the transfer of
the PRIME agreements from the Market Dominant to the Competitive product list effective
in Quarter 2 of FY 202@80, when it reported revenues and costs associated with Market
Dominant and Competitive international products.ld. Second, the Postal Service reported
the incorrect Revenue, Pieces, and Weight (RPW) data for IPA and ISALThe necessary
corrections for these two main issues, as well as additional corrections related to more
minor errors, included shifting of pieces, weights, and the associated revenues and costs
among international products.ld. For Competitive international products with rates of
general applicability, the most notable shift was an increase in the cost coverage reported
for the Inbound Letter Post Small Packets and Bulky Lettepgroduct, which resulted in the

o~ o~ oA =
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1Sed KFANNIEYQa LYF2NNIGA2Y wSljdzSad b2d n FyR b2iA0&eadsd KEMINIYYI Qay RSNJI {
LYFT2NXEFGA2Y wSljdS&ald b2d v YR b2GA0S 2F CAfAy3 | yRSNIIR & Kolice Wr y dzt NB
2F CAftAY3 ! YRSNI {SIts CSoNUzZ NBE pZ HnumI [ dBaadiNore of KlingduhdenSeal, b2 ® MHOT /|
February 10, 2021, question 2.

179 SeelNotice of Revisions to ACR Folders. Revised library references includedEY2BPUSPEY2041, USPEFY 2043, USPEY26NP2,

USPSY20NP10, and USFEY20NP11SeeResponses® (1 KS | yAGSR {dFi8a t2adlt {SNBAOS (2 vdzSaida:s
Information Request No. 4, January 26, 20&E alsd.ibrary Reference USIFS20NP34, January 26, 2021, question 3; Responses of the

United States Postal Service to Quessid®v, 10MmM 2 F / KF ANXYF Yy Q& Ly T2 NYI { Alorary Reeliedz8 BSPFS202 d 173X CSo
NP37, February 5, 2021, questions 6, 7; Responses of the United States Postal Service to Questién$1 / K+ ANX I y Q& LY T2 N¥YI (A 2y
12, February 222021; Library Reference USP&6NP46, February 22, 2021, question 3; Responses of the United States Postal Service to

Questionsio 2F / KIANXIYQa LYTFT2NXIGAZ2Y wSljdzSad -BY20RP44,muesticdh®0o NHzt NB MT I HAHMT

180 SeeOrder No. 5437.

181 Errata to Certain Pages of the FY 2020 ACR at 7. The Postal Service noted that the Inbound Letter Post Small Packetstterd Bulk
product was norcompensatory using the originally filed ICRA data. FY 2020 ACR at 67. However, the pradwetr diosts using the more
accurate revised ICRA.
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international products consisting of NSAs, the number of contracts that did not covéreir
attributable costs in FY 2020 increased from 10 to 11.rkata to Certain Pages of the FY
2020 ACRat 8.

Overall, for international products, the revisions resulted in a shift of $88.9 million in
revenues from Market Dominant to Competitive productd82 With respect to attributable
costs, the revisions shifted $0.7 million from Competitive to Market Dominant international
products. Id.

The Commission notes that the Postal Service was unable to identify all dockets with data
issues for IPA and ISAL wheresponding to CHIR No. 4, in which the issue was raised for
the first time.183 The Commission emphasizes that 34 calendar days passed between the
issuance of CHIR No. 4 and the filing of the revised ICIS&eErrata to Certain Pages of the
FY 2020 ACRseealsoNotice of Revisions to ACR Folder$his delay in filing of corrected
ICRA data significantly reduced the time available to the Commission to analyze the revised
ICRA.

The Commission urges the Postal Service to provide accurate data pertaining tiatbst
fiscal year at the time of the original submission of fiscal year data in future Annual
Compliance Review dockets.

5. Competitive Nonpostal Services

In FY 2020, Competitive nonpostal servicé& generated $147 million in revenue and
incurred $51 million in expenses, which resulted in a net revenue of $96 millioklSPS
FY20-NP27, PrefaceThis figure represents a 14percent decrease compared to F2019,
but an overall cost coverage of 286 percent.

The Commission concludes that Competitive Nonpostal $esvsatisfied 39 U.S.C.
§3633(a)(2) because revenues exceeded attributable cost for each product.

12|d.; seeRevised Library Reference USP@b t 1 9 EOSEt FAE S awSLR NI A& 0 |seelaSdibfaR Reetehce YZ ¢ G 0 4!
USPSY2bt HY 9EOSt FAES awSLR2NIAzZY6 NFPEASROGEf AYXée GFo a! tF3ASa

183 CHIR No. 4, question 3, issued on January 19, 2021, identified eight dockets with potential IPA and ISAL data issspenbeits CHIR
No. 4, question 3, filed on January 26, 2021, the Postal Service was unable to identify additiosial wihlsimilar problems. The Commission
subsequently identified additional dockets with IPA and ISAL issues, which were included in CHIR No. 12, question 32Gt#iRidked on
February 5, 2021.

184The seven Competitive products are: (1) Licensfrigtellectual Property other than Officially Licensed Retail Products; (2) Mail Service
Promotion; (3) Officially Licensed Retail Products (OLRP); (4) Passport Photo Service; (5) Photocopying Servicd;€a3iRgntatensing or
other NonSale Dispsition of Tangible Property; and (7) Training Facilities and Related Services. Docket No.-R4C2irtier Approving Mail

Classification Schedule Descriptions and Prices for Nonpostal Service Products, December 11, 2012, at 4 (Order No. 1575).
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D. Appropriate Contribution Provision:
39U.S.C. 8633(a)(3)

""" 01 OA1
collectively cover what the Commission determines to be an appropriate share of the

ET OOEOOOEIT T Al AT 000 1 /E3688bAreqiresl® RommBAOOEAAB8S o
review the appropriate share requirement every 5 years to determine whether the

requirement OOET O1 A AA OAOAET AA ET EOO AOOOAT O A& Oif ¥
implementing section 3633 after the PAEA was enacted, the Commission set the initial

appropriate share requirement at 5.5 percent of total institutional cost$8s In FY 2012, the

Commisson conducted its first review of the appropriate share and found it appropriate to

maintain the requirement at 5.5 percent8é

Following its second review of the appropriate share, which was initiated in F3017, the
Commission implemented a new, formulébased methodology for determining what the
appropriate share should bel8” Under this approach, the appropriate share was to be
updated annually as part of the ACD. Order No. 496827. FY 2019 was the first year to
which the new methodology was applicable,rad the formula-derived appropriate share for
FY2019 was 8.8 percent. FY 2018 ACD at 112, 116. The Commission determined in the
FY2018 ACD that the appropriate share for F2020 would remain at 8.8 percentld. at
116-17. The Commission determined in th&Y 2019 ACD that the appropriate share for
FY2021 would be 9.1 percent. FY 2019 ACD at &8B.

Order No. 4963 was appealed to the United States Court of Appeals for the District of

Columbia Circuit, which, on April 14, 2020, remanded it to the Commissidar clarification

I £ A DAOOEAOI AO AOPAAO 1T £ OEA #BABHWMOOEI 160 EI
#1 11 EOOETT EO AOOOAT O1I U x1 OEET ¢ O AAAOAOGO OE
meantime will not use the formuladerived appropriate share amount forpurposes of

determining compliance with 39 U.S.C. 3633(a)(3). However, because the formula is

recursive, the Commission will continue to perform the relevant calculations to determine

what the formula-based appropriate share for F 2022 would be, in orcer to avoid any

AEOOODPOEIT ET OEA & Oi O1 AGO 1T PAOAOEIT xEEI A O

185 SeeDocketNo. RM20071, Order Establishing Ratemaking Regulations for Market Dominant and Competitive Products, October 29, 2007,
at 90-92 (Order No. 43).

186 SeeDocket No. RM20:8 = h NRSNJ wS@GASgAYy I / 2YLISGEAGADS t NP R daOGostsQAUgUBIRINZDIINA | (S { K|
at 24-25 (Order No. 1449).

187 SeeDocket No. RM2017, Order Adopting Final Rules Relating to the Institutional Cost Contribution Requirement for Competitive Products,
January 3, 2019 (Order No. 4963).

188See United Parcel Sery,0® @ d t 2 a (|, 955 mBE 08 (KhC. Cig 030N Y
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1. Comments on Appropriate Contribution
Provision

The Postal Service asserts that the total Competitive product contribution for FX020 was

$11.095 billion, or 30.8 pecent of total institutional costs, an amount that complied with

the requirements of 39 U.S.C.3633(a)(3). FY2020 ACR at 7671.

4EA O0OOAI EA 2APOAOCAT OAOEOA AT A 0EOT AU "1 xAO Al
contribution to institutional costs in FY 2020 was compliant with 39 U.S.C. 8633(a)(3). PR

Comments at 13536; Pitney Bowes Comments at-5.

503 AOCOAO OEAO OEA APDPOI POEAOA OEAOA OANOEOA
pol i ETATAA T £ OEA AT I PAOEOEOA b GtoAdnkayd AOOET A
i AAT ETlg)ED] BGOOEAO AOOAOOO OEAO OOEA #i i1 EOOETI
I OAAO OAOOET ¢ OEA APDPOI POEAOA OEAOA..8&0 5A0A3AT OA
Commentsat 7

2.  Commission Analysis

a. FY 2020 Appropriate Slear

In FY 2020, the total institutional costs of the Postal Service were $35.986 billio¥9 In

FY 2020, the total contribution made by Competitive products collectively to institutional
costs was $11.185 billio®1 (approximately 31.1 percent of total institutional costs), which
would have met either the 5.5 percent requirement or the formulederived 8.8 percent
requirement. Therefore, the Postal Service was compliant with 39 U.S.Q&33(a)(3).

50360 Aiii AT 00 PAOOAET ET ¢ OT réguilemehtiaie 0T O 1T £ OE
outside the scope of the ACD, which determines compliance with statutory requirements

using established methodologies. Comments pertaining to the methodology for

determining the appropriate share amount are appropriately addressed in sepata

dockets pertaining to that issueL92

The Commission finds that in FY 2020 Competitive products satisfied 39 UFE3®&)(3) by
Al OAOET ¢ AT APDPOI POEAOA OEAOA 1T &£ OEA 01 OOAI 3

WLYyAGALFE /2YYSyida 2F | yAGSR t I NOSt {SNBAOSZ LyO® 2y rZoROSFebruay G SR { G G
1, 2021, at 6 (UPS Comments).

10| jbrary ReferenceRGLRACR20201 > 9 EOSf FAf SMOEf 8BS ¢ d2W MO NBE QR W ! ff al Af | LIISYRAE !
Wdiloe a¢2dlf 'ff alAf ! LIISYRAE ! 5¢ OStt 9Ho®

192See, e.gDocket No. RM20%117, in which the Commission in Order No. 4963 adopted final rules with respt @ppropriate share
amount that were subsequently remanded. The Commission is currently working to address the issues raised by the Coatspéigpe
interested parties will have an opportunity to comment further in that docket.
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b. FY 2021 Appropriate Share

The formula-based appoach to determining the appropriate share is recursive. Each year
when conducting its annual compliance review, the Commission determines the
appropriate share for the upcoming fiscal yearOrder No. 4963 at 2627. In conducting its
annual compliance reviev for FY 2019, which was carried out during FY 2020, the
Commission applied the formula and determined that the appropriate share for FY 2021
would be 9.1 percent. F2019 ACD aB7-89.

C. FY 2022 Appropriate Share

In this section, the Commission applies theormula to determine what the appropriate
share would be for FY 2022 under the formuldbased approach. The first component of the
formula is the Competitive Contribution Margin, which is calculated as follows:

56 60080 ED 0BG & 'Qs'p"‘Yé OI@AL Q& YR OGO | QOB © hdda Q
0¢a 00 Qi woo )€
d YE OO@0 Qe 60 'Q

I OAAO .78 twes AO co8 04i OAI AOOOEAOOAAI A Al O
Service in producing Competitive products colledtely. Id.at23-c 1 8 041 OAT OAOAT ORA
to the total amount of revenue that the Postal Service is able to realize from its Competitive

products collectively.ld. at 24.

The second component of the formula is the Competitive Growth Differential, whigh
calculated as follows:
0 € an QoWoEMHNQQQI Qe 0 QD 5
0D @i OWdI Q 2 PYYQLQE 6 QPYYQL Q&6 Q

/| OAAO .78 i@ ® &g uBABAOO O OEA 071 O0GAll 3A0O0L
DAOAA1T AAI EOGAOU |1 AOEAOh AGPOAOOAA AO A DPAOAAI
SAOOEAABO O1 OAI AT i PAOEOEOA POI AOAO OAOAT 6A A
AT i PAOEOEOA DOi AGAO OAOAT OAd AT A ODEA AGIOOAT OA

competitors collectively 193 as represented in the following equation:

YQUL Qe 0Q

0 @1 QWi Q — ——
Vol R0l YQU Qt 6 QYQL Q%o Q

193 Revenue data fore Postal Service are obtained from the Product Finances Analysis, which the Commission produces each year as part of
GKS 1/ 50 wS@SydzS RIGF F2NJGKS tz2adlt {SNBAOSQa O2YLISaRII2NE FNB 20601 7
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dAO ¢qubVBOUI®B 66 OAEAOO O OEA DPAOAAT OACA AEAT G
total real Competitive product revenuecompared to the previous yearld. at 25.

®YYQL Q4% ®Q OAEAOO Oi OEA DPAOAAT OACA AEAT GCA ET O
01T OOA1T 3AOOEAAGO Ai i PAOEOI OO Al AAOGEOGAIT U ATl

With the forgoing component values, lte appropriate share for a given fiscal year can be
calculated using the formula adopted by the Commission in Order No. 4963. Specifically,
the formula is:

6 87" p pifégs 0 6 "00
O® n "Odg 1 MY ud b

Where,

AS= Appropriate Share

CCM = Competitive Contribution Margin
CGD = Competitive Growth Differential
t = Fiscal Year

dAO g @8 OAEAOO O OEA APPOI POEAOA OEAOA OAIl OA
proceeding is being conducted. Since th&CD is conducted after the close of each fiscal

year, this will always be the fiscal year immediately following the fiscal year under review.

For example, this ACD evaluates compliance for FY 2020, but is being conducted in

FY2021, and, as it relates tohe formula, is being used to determine what the appropriate
sharewillbeinFYc ¢ § & 60 OAEAOO OI OEA APPOI POEAOA OEAC
being evaluated during an ACD proceeding (for purposes of the present analysis, this is

FY¢ m¢ madB8o6 OOAEAOO O OEA APPOI POEAOA OEIAOA OAI O
year during which an ACD proceeding is being conducted (for purposes of the present

analysis, this is FY 2022).

For the Competitive Contribution Margin, in FY 2020, the total Competitive product
revenue was $0.610 billion. The FY 2020 total attributablke cost incurred in producing
Competitive products was$19.426billion. Therefore, the Competitive Contribution Margin
value was

A 8 A 8
A 8

0.365,

representing a7.2-percent increase from FY2019.194

For the Competitive Growth Differential, the Commission calculates the growth rates for

both the Postal Service and its competitarin FY2020. InFYc mtp wh OEA 01 OOAIT 3 A
real Competitive product revenue was $9.633 billion, while in FY 2020 it was $£4.523

billion. The percentage change from F2019 to FY2020 was24.9 percent. In FY2019, the

194 Thefollowing calculations can also be found in a library reference accompanying this Fegshibrary Reference PRGRACR202410.
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total real revenue earned byOEA 017 OOAI 3 AOOEAA8 O BIATPAOEODT 00
billion, while in FY 2020 it was $88.756 billion. The percentage change from F2019 to

FY2020 was9.5DAOAAT 08 4EA 01 O0AT 3A9p&dERk A0 | AOEAO O
Competitive Growth Differential value for FY2020 was thus

195p z ¢ BobP B P o8t b

Seelibrary Reference PRE.R-ACR202010.

When the component values are plugged into the formula, the resultis
wup Pz p X8 P a8t pBIPR

Therefore, the appropriate share requirement for FY @22 would be 100 percent under the
formula-based approach.
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CHAPTER SERVICE PERFORMANCE

A. Service Performance Results
1. Introduction

Before the PAEA, the Postal Service had internal delivery service standards for major types

of mail, but lacked statutoryguidance on how to establish delivery standards and did not

measure and report its delivery performance for most types of mail> The PAEA required

the Postal Service to establish an initial set of service standards for Market Dominant

productsto take eff A O x EQOEET p UAAO 1 £ OE B6904)%he8ed AT AAOI
OAOOEAA OOAT AAOAO 1 6006 AA AOOAAI EOGEAA OAU OAcC
2ACO1 AOT OU HIAIEIAEOO®IGIAd o 3AOOEAA 1 AU O&OT T OEI A
regulaton rTAOE OA 6 O E A Ahe OAEA hidb AeGuikad he Postal Service to develop

A OPI AT &£ O I AAGET ¢ OET OA ¢+ OAOOEAAY OOAT AAOAO
Ci Al 66 £ O EOO AAI E302a) b)(1p 20 FEAt. G 32ID.AA8 0! %! o

The Pcstal Service promulgated its initial service standards in 20077 As designed by the
Postal Service, the standards specify the amount of time within which a customer may
ordinarily expect that a particular mailpiece will be delivered, in accordance with aetailed

T A o~ LA

OAO 1 £ OA BBk Bodta) Setvivd hAsdide revised these standards, most

OECT EEAZEAAT 61 U OEOI 6CE EOO O- AElI 001 AAOGOGET ¢ . A
FY 201299AT A EOO O3 0AT AAOA - AE1 |, 1 ARY201ROFEET Co ET |
Postal Service proceeded to implement both initiatives, notwithstanding the conclusions

and recommendations by the Commission that the Postal Service should perform

195 United States Government Accountability Office, Report No.-G&ZB3, U.S. Postal Service: Delivery Performance Standards,
Measurement, and Reporting Need Improvement, published July 20064 a\zilable ahttps://www.gao.gov/assets/260/250894.pdlGAG
06-733).

w)d.l ye GOKFy3aS Ay (GKS yrFiGdzNBE 2F LlRaGlt aSNIAOYAE Ad KA @K yd AlfAt2 yBAYRBNIGH {48
an advisory opinion by the Commissiéth.§ 3661(b).

197 SeeModern Service Standards for Markebminant Products, 72 Fed. Reg. 72,216 (Dec. 19, 2007) (to be codified at 39 C.F.R. pts. 121 and

122).

198]d.at 72,220. ThePa ikt { SNAOS RSFAySa aSNWAOS ail yRFINRA 4 doa8idl iSR RSt A G-
usually measured by days for the period of time taken by [the Postal Service] to handle the mail frtoresitd(that is, from the pait of

SYiNE Ayd2 GKS YIAfadNBFY (2 RSt AGSNE PibatidnRE Gldssayy offPostITdrdigy 3013(1 A 2 y 0 ¢
available ahttp://about.usps.com/publications/pub32/pub32_terms.ht(Rostal ServicGlossary of PoatTerm$ @ ¢ 9a il 6f AAKSR aSNDA

standards also include destination entry standards for mail entered by the mailer at or near a postal destination faeitirafe set of
standards is established for noncontiguous states such as Alaska and Hawahlah#ité 2 NA Sa &dzOK & ! MSNAOLY { Y2 |

19 SeeRevised Service Standards for MarRetminant Mail Products, 77 Fed. Reg. 31,190 (May 25, 2012) (codified at 39 C.F.R. pt. 121).

200 SeeService Standards for Destination Sectional Center Facility Reatee®d Mail, 79 Fed. Reg. 12,390, 12,393 (Mar. 5, P@bdified at 39
C.F.R. pt. 121).
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additional analysis of the potential effects before proceeding! As required by section 302

of the PAEA, the Postal Service also prepared a plan for meeting its service standards:

development of a set of percentage otime performance targets202 The Postal Service has

since updated these oftime targets annually and gradually increaed them over time for

most products.See, e.gFY 2018 ACD at 164, 178, 185, 187, 191.

Each year, the Postal Service mustrepétél T AAAE - AOEAO $11 ET AT O POI
OAOOGEAA | AAOAOEAAA ET OAOI O T &£ OPAAA T £ AAIEO
83652(a)(2)(B)(i). Speed of delivery is evaluated based on the mailpiece reaching its

destination within a given service standard. FY 2016 ACD at 90. Reliability refers to

consistency of delivery d.

To evaluate annual service performance for each Mark&®ominant product, the
Commission compares the percentage of mailpieces that achieve the stated service
standard against targets established by the Postal Servie®.

Below, Figure V1 categorizes Market Dominant products according to whether or not they
achieved their annual service performance targets for FY 2020.

201 SeeDocket No. N2012, Advisory Opinion on Mail Processing Network Rationalization Service Changes, September 28, 2@82, at 45

(Docket No. N2012, Advisory Opigiy 0 6 02y Of dzZRAy 3 GKI G Al Aa LIRaarAofsS F2NJ GKS tz2aidlt
F'yR NBFfAT S adzmadlydalt O02ai al BAy3a 6KAE S LINB &SN sigeAtheddvidelin OdzZNNB y (i 2
this opinion and study the effects of the service standard changes implemented on July 1, 2012, before going forward w2thelRbate

FdzNI KSNJ NBRdzOG A2y & A yl, AdVsdlgZ0pitiéhiom Servisee £ AahgediAsdndated With Standatcbithileveling, March

HcX HnamnXE FiG m O6NBO2YYSYRAy3 GKI G {Hhhefitafalysis; ddditipndl NafixeStiSg anddgghe8 NIi F 1 S | Y's
performance analysis, and volume impact studies before committing to a nationwide rolloofth2 I R [ S@St Ay tf I yOBEO D

202 SeeUnited States Postal Servigpstal Accountability and Enhancement ABD Network PlaB Wdzy' S wnny X Fid 1T ¢KS ¢ KNB
Network Plan: Realignment, RigBizing, and Responsiveness, Hearing Before the Subcomifederal Workforce, Postal Service, and Dist. of

/2t dzYoAl 2F GKS 1 & /2YYD 2y hOBSNBAIKG FyR D20Q0 wSTF2Depy mmn K / 2y 3 b3
Postmaster General/Chief Operating Officer, United States Postal §¢atiating that the Postal Service would fulfill its section 302 mandate

608X FY2y3a 20KSNJ GKAYI&EEABEG | ®Blf RAKAY Jo BRILIENDS NI IBS 28Kl NBR gAGK GKS /
F'yydzd t NBE@ASSG 2568 oaikNBPx Q& GAd! YBINBBROS@2 YL Al yOS OB O @

3§ C2NJ SFOK LINRPRdzOG GKIFIG R2S& y2G YSSG | ASNBAOS aidl yRIvREI OOIKS t 23
standard is not met, and a plan describing the steps that have or will be talerstoe that the product meets or exceeds the service standard

Ay GKS Fdzii dzNB o ¢ see3pU.8.C €3652¢0), (®). o npp PHOKO T

2024C wamMc '/ 5 G dnd hy |y Fyydz f o4indexddiery witk Be delXeryfakgat@stadhgd bpthey LI NBa | LJ
Postal Service. For Special Services, the Commission evaluates performance data from metrics developed by the PcestpliSablécto

eachproductld.} & c¢n yomnyd Ly GKAA ! /53 F& Ay Ll agets BeSbshiey aré Kréasohablybagisa a A 2 Y dz
for assessing performance.
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Figure V1

FY 2020 Market Dominant Products Service Performance Results
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at 4, 14,17, 20, 25 (FY 2020 Service Performance Report).

wS L2 NI @

Section A. of this chapter begins with an overview of the events in FY 2020 that affected
service performance of all Market Dominant products. Next, the Commission describes the
systems the Postal Servicases to measure service performance for Market Dominant
products. Finally, theCommissionAE OAOOOA O OEA 01 OOAI

performance results by class of mail.

3AOOEAAGO
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2. FY 2020 Events Affecting Service Performance
for All Market Dominant Products

a. Owerview

In FY 2020 (October 1, 2019 through September 30, 2020), the most significant event

affecting the Postal Service, and the public at large, was the COX{EDpandemic. The

pandemic remains a public health and economic emergency. Because Postal Service

Al pi T UAAO PAOAEI Oi AT AOOAT OEAI 4&O01 AOEIT AO PA
Ai1T OET OA OiI DPOiI ARAOGO AT A AAI EOGAO OEA 1T AOEIT60
appreciation for the continuous efforts of the frontline Postal Service workersyho are

performing essential work that allows millions of Americans to minimize their exposure to

COVID19 by remaining at home.

The pandemic had a tremendous impact on the Postal Service, which became widespread
and significant in Quarters 3 and 4 of F2020 (April 1, 2020 through September 30, 2020).
The Postal Service reports that COVHDI primarily impacted service performance by
reducing employee availability, disrupting its contract transportation arrangements, and
changing the mail mix. In additiorto responding to the pandemic in Quarter 4 of FY 2020,
the Postal Service undertook operational changes and corporate reorganization. Further,
the Postal Service strived to prioritize delivery of Political Mail, Election Mail, and Census
Mail.2%5 Each of these events, which are discussed separately below, had significant impacts
iIT OEA 01 OOAI 3AOOEAABO - AOEAO s$T1I1ETAT O OAOOE
the timing of these events overlapped, their combination exacerbated the extent and
duration of the impacts.

Below, Figure 2 displays a timeline that highlights several key events in FY 2020 that
affected service performance for all Market Dominant products.

W¢KS /2YYA&aaAz2y dzaSa GKS GSN) a9fSOGA2Yy alAté (G2 NBFSINderns®d | ye AGSY
participate in the voting process, such adidting materials, voter registration cards, absentee applications, and polling place notifications, and

dzaSa GKS GSNY at2tAGAOFE alAté (2 NBFTSNI G2 Fyd AdSvicommitee &R T2NJ OF YL
committee d a political party, political action committee, or organization engaging in issue advocacy or voter mobilgedidnited States

Postal Servic&Rostal BulletilNo. 22539, February 13, 2020, at 4, availabletits://about.usps.com/postal

bulletin/2020/pb22539/pb22539.pdPostal Bulletib 2 ® HHpo U ® ¢KS / 2YYA&daArzy dzasSa GKS GSN¥Y a/ Sya
the Census Bureau or respondents relating to the 2020 Census.
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Figure V2
FY 2020* Timeline
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* For purposes of Postal Service reporting, FY02@®ers October 1, 2019 through September 30, 2020, and events on or after October 1, 2020
occur during FY 2021. Events during FY 2021 Quarter 1, such as the General Election held on November 3, 2020, ar¢hiisclindelthia for
context.

Note:

Sources: CN Editorial Researcioronavirus Outbreak Timeline Fast Faktarch 1, 2021, available at
https://www.cnn.com/2020/02/06/health/wuharcoronavirustimeline-fast-facts/index.htmj United States Postal Service, Office of Inspector
General, Report No. 2B59-R21, Employee SafetyPostal Service COVID Response, November 20, 2020, at 5, available at
https://lwww.uspsoig.gov/sites/default/files/documedtbrary-files/2020/20259-R21.pdf(OIG Report No. 2059-R21); Proclamation 9994 of
March 13, 2020, Declang a National Emergency Concerning the Novel Coronavirus Disease-(Cp@lbreak, 85 Fed. Reg. 15,38

(Mar. 18, 2020); Lynsey Jeffrey, NBFS. Surpasses 1 Million Coronavirus Caged 28, 2020, available at
https://lwww.npr.org/sections/corongiruslive-updates/2020/04/28/846741935As-surpassed -million-coronaviruscases Bill Chappell, NPR,
U.S. Hits 2 Million Coronavirus Cases As Many States See A Surge Of Ratied3, 2020, available at
https://www.npr.org/sections/coronavirudive-updates/2020/06/10/873473805/ts-hits-2-million-coronaviruscasesasmany-statesseea-
surgeof-patients Jason Slotkin, NPB,S. Hits 5 Million Coronavirus Cases As Debate Lingers Over The Path, Porgeestd, 2020, available
at https://www.npr.org/sedions/coronavirudive-updates/2020/08/09/900640397s-hits-5-million-coronaviruscasesas-debatelingersover
the-path-forward;, BBCCoronavirus: Global Covl® death toll passes one millio8eptember 29, 2020, available at
https://lwww.bbc.com/news/wold-54334496 United States Postal Service, Office of Inspector General, Reporta4R21, Deployment of
Operational Changes, November 6, 2020, at 5, 7, Appendix B2&, 2Wailable ahttps://www.uspsoig.gov/sites/default/files/document
library-files/2020/21-014-R21.pd{OIG Report No. 2014-R21); National Conference of State Legislatures, 2020 State Primary Election Dates,
available ahttps://www.ncsl.org/research/electiorand-campaigns/2026state-primary-electiondates.aspX2020 State Primaryléttion
Dates); United States Census Bureau, 2020 Census Operational Adjustments Due {b3C@¥4iable abttps://2020census.gov/en/news
events/operationafadjustmentscovid19.html (2020 Census Operational Adjustmeni)stal BulletiiNo. 22539 at 4
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b. The COVH29 Pandemic

COVID19 was first detected in humans in approximately December 20196 For Postal
Service reporting purposes, this occurred during FY 2020 Quarter 1 (October 1, 2019
through December 31, 2019).

During FY 2020 Quarter 2 (January,12020 through March 31, 2020), COVH29 was first
detected in the United Statedd. The Postal Service reported its first confirmed case on
February 24, 2020.01G Report No. 2259-R21 at 5.In mid-March 2020, approximately 2
weeks before the end of FY@0 Quarter 2, the World Health Organization declared the
outbreak to be a pandemic and the President of the United States issued a national
emergency declaration?%?

During FY 2020 Quarters 3 and 4 (April 1, 2020 through September 30, 2020), the spread

of the pandemic accelerated. The number of confirmed cases in the United States reached 1
million by April 28, 2020,208 2 million by June 11, 20230 and 5 million by August 9,

2020.210 By September 29, 2020, just as FY 2020 was ending, there were 1 million
confirmed deaths due to COVH29 worldwide.?11 The Postal Service reports that as of the
end of FY 2020 Quarter 4 (September 30, 2020), approximately 38,769 employees were
presumed to have contracted COVHR9 and 129 had died from the virug12 The

DAT AAIT E A 8 @ntiubdintoA 02021 (beginning October 1, 2020).

The Postal Service describes three primary examples of how the pandemic has affected
service performance: reduced employee availability, contract transportation constraints,
and surging growth in packaes (changes in mail mix). Each of these three issues are
discussed separately below.

206 SeeCoronavirus Outbreak Timeline Fast Faatsilable ahttps://www.cnn.com/2020/02/06/health/wuharcoronavirustimeline-fast-
facts/index.html

207Fed. Reg. 15,3338 (Mar. 18, 2020).

208.S. Surpasses 1 Million Coronavirus Casedlable ahttps://www.npr.org/sections/coronaviruive-updates/2020/04/28/846741935/s
surpassed-million-coronaviruscases

209.S. Hits 2 Million Coronavirus Cases As Many States See A Surge Of Baittite ahttps://www.npr.org/sections/coronavirudive-
updates/2020/06/10/873473805/s-hits-2-million-coronaviruscasesas-many-states-seea-surgeof-patients

210y.S. Hits 5 Million Coronavirus Cases As Debate Lingers Over The Path, Beailable ahttps://www.npr.org/sections/coronavirudive-
updates/2020/08/09/900640397 is-hits-5-million-coronaviruscasesas-debatelingersover-the-path-forward.

211 Coronavirus: Global Covi® death toll passes one millioavailable ahttps://www.bbc.com/news/world54334496

412 SeeResponses of the United States Postal Service to Questions@+ 1 2 F  / K ANXF y Qa Ly Flaw|2024,2y wSljdSad t
ljdzSadAz2y o 9EOSt FAtS 4/ KLwdcdvdod/ hxL5Ef AEZE Gl o6& acClaGlFfAdGASaE |y
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(1) Reduced Employee Availability

The Postal Service explains that the pandemic reduced employee availability on a national

1 AOAT 1 AAAET ¢ O OECDBEEPAADOXxEEARET DABRBAR BEAO
supplement its workforce with less experienced employees3 The Postal Service

attributed this increased absenteeism to COVHeelated family leave, primarily due to

childcare needs?14

The Postal Service reports tat it started FY 2020 with 76.9 percent availability of fulltime

regular21> mail processing employees nationwide in October 2019 (the first quarter of FY

2020) and that availability subsequently decreased to 68.9 percent in May 2020 (during

the third quarter of FY 2020).SeeResponse to CIR No. 1, question 1.b. Although the Postal
SAOOEAABO &9 ¢mg¢m T AOEITTAI AibDITUAA AOAEI AAEI
threshold needed to keep essential operations running, availability decreased from FY

2019 to FY2020. OIG Report No. 2275-R21 at 8. National availability levels varied

throughout the year, but averaged 78 percent in FY 2019 and 77 percent in FY 2320.

Figures A3 through V-5 disaggregate employee availability by mail processing (Function
1), delivery services (Function 2), and customer service (Function 4).

213SeeResponses of the United States Postal Service to Quest®hofiCommission Information Request No. 1, January 18, 2@stions
l.a., 6.b. (Response to CIR No. 1).

214 United States Postal Service, Office of Inspector General, Report 1235&P1, Mail Service During the Early Stages of the GT®/ID

Pandemic, January 4, 2021, at 12, availabletat://www.uspsoig.goisites/default/files/documentlibrary-files/2021/20275-R21.pdfOIG

Report No. 2275R21).

25¢KS t2adbdlt {SNBAOS dzaSa GKS G(SNya aOF NBSNE | yR aNB HdtipesdwE Ay G SNOKI y
employees: career and necareer. Career (regular) employees serve in permanent positions onterfelbr parttime basis and typically

receive full federal benefits. Necareer employees are temporary workers who do not receive the same employee benefits as career

employeesSeeUnited States Postal Service, Office of Inspector General, Report No. 19POG004&20T @itectiveness of the Postal

{ SNBAOSQa 9 F F-gaderEEmpicyee MBnBvazOFebruarg 32, 2020, at 4, available at
https://lwww.uspsoig.gov/sites/defaultifes/documerdibrary-files/2020/19POGO001SATO&20. pdf

26C 3o NHzZt NB n wSaLleyas (2 /I Lw b2d c3 ljdSadrazy wx 9EOSEt FTALS dvouw 9YLI
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Figure V3
Mail Processing (Function 1) Employee Availability, by Month
FY 2018FY 2020
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Figure V4
Delivery Services (Function 2) Employee Availability, by Month
FY 2016FY 2020
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Figure V5
Customer Service (Function 4) Employee Availability, by Month
FY 2016FY 2020
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Figures \£3 through V-5 provide insight into the fluctuation of employee availability for
processing, at the national level, throughout FY 2020 as compared to FY 2019. The
Commission compares average national employee availability for thesand half of FY
2020 (April to September 2020) versus the same period in FY 2019. Average employee
availability for mail processing (Function 1) was 74.3 percent for the period of April to
September 2020. This constitutes a 3.16 percentage point declinerspared to the average
during the same period in FY 2019 (77.46 percent). For the period of April to September
2020, average employee availability for delivery services (Function 2) and customer
service (Function 4) declined from the averages during the sagrperiod in FY 2019 by 1.12
challenges with national employee availability were greater for mail processing than
delivery services and customer service. Nonethelessaked on divergence from FY 2019
results, national employee availability for mail processing, delivery services, and customer
service, seemed to be most challenged during the month of April 2020.

In addition to this national reduction in employee availabiity, the Postal Service refers to

OT Of AOT OO nhbtispbteAAD A H AEEA OAT O OEI AdG8o 2A0DPI 1T OA Ol

(emphasis added) (internal marks omitted). The Postal Service describes the significant
impact of employee availability falling below50 percent in numerous facilities at different
times. Sedd. question 1.b.; Response to CHIR No. 11, question 13.a. At the District level, the
Postal Service contends that monthly employee availability of less than 70 percent could be
11, question 13.b. Below, Figure 8 displays the Districts reported by the Postal Service

with monthly employee availability lower than this 70 percent threshold during CY 2020.

217 For the period of April to September, the average employee availabilityeloredy services (Function 2) employees was 79.66 percent in FY
2020 and 80.78 percent in FY 2019. For the period of April to September, the average employee availability for customéfisection 4)
employees was 78.81 percent in FY 2020 and 79.7&pein FY 2019.

2A0
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Figure \-6
Monthly Employee Availability, Below 70 Percent, by District, CY 2020

A

CHICAGO DISTRICT 5
May: 69.41% I i DALLAS DISTRICT
July: 66.97% November: 69.39%
September: 69.96%
November: 65.61%

TRIBORO DISTRICT

April: 68.56%

CARIBBEAN DISTRICT
January: 67.50%
April: 69.84%
July: 67.26%

Note: The Postal Service reported its first confirmed C&l@IBase on February 24, 2020. OIG Report N@58R21 at 5. The data provided
by the Postal Service corresponddalendar year rather than fiscal year.

Source: Response to CHIR No. 11, question 13.b.

As illustrated by Figure V6 above, employee availability for the Caribbea#8 Detroit, and
Chicago Districts was less than 70 percent for at least 3 months during C¥20. The lowest
District-level availability reported by the Postal Service was for the New York District in
April 2020. July was a particularly challenging month for the Postal Service, with five
Districts with employee availability below 70 percent.

To investigate the impact of employee availability on service performance, Tablelvbelow
compares weekly service performance results in July 2020 for3-Day FirstClass Mail
SinglePiece Letters/Postcards against the same period in FY 2019 for the three tlists
with monthly employee availability of less than 70 percent occurring at least 3 months
during CY 2020.

218The issues with lower availability in the Caribbean District in January 2020 occurred before the first confirmed PastalO®H9 case
reported on February 24, 2020, and thus appears to be unrelated to the CO\iBndemicSeeResponse to CHIR No. 11, question 13.b.; OIG
Report No. 2259-R21 at 5.
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Table V1
3-5-Day FirstClass Mail Singt®iece Letters/Postcards Service Performance Results,
by Percent, by District, by Week, July FY 20492020

Week 1 Week 2 Week 3 Week 4 Week 5

Districts FY 2019 FY 2020 FY 2019 FY 2020 FY 2019 FY 2020 FY 2019 FY 2020 FY 2019 FY 2020

Caribbean| 89.49 67.91 85.54 63.79 80.72 54.02 82.50| 47.99 77.43 40.01

Chicago 88.51| 83.38| 84.39| 80.46| 87.69 69.34| 87.96| 66.22 88.78 60.20

Detroit 85.05 75.78| 79.43 65.53| 87.83 52.63 88.65| 51.30| 88.15 52.88

Source: Docket No. ACR2019, Supplemgntal Responses of the United States Postal Service to Revised-Qué&iomsnission Information R .
Request No. 3, October2812i n 2 9 EOSt FTA{S da/ LwododhOlodHy d{ SNt SNF ! (i OKYYGdETt AEZ¢
to CIR No. 3).

As illustrated by Table V1 above, service performance results for-5-Day FirstClass Mail
Single-Piece Letters/Postcardswere significantly lower for each of the Districts challenged
with lower employee availability during July 2020 compared to July 2019. The Postal
Service states that reduced employee availability in these hot spots may have impacted
service performance notonly in the affected facilities but in downstream operations as
well. SeeResponse to CIR No. 1, question 1.a. The Postal Service observes that lack of
carrier availability for completing Last Mile delivery also adversely impacted service
performance in particular geographic areasSeed.

The Postal Service states that it worked to realign its resources to mitigate the service

performance impact of reduced employee availability related to COVAIDO. SeeFY 2020

ACR at 38The Postal Service Office of Inggtor General (OIG) confirmed that the Postal

Service implemented strategies similar to those used by foreign posts, including increasing

the workforce by hiring new employees?1® The Postal Service increased the number of

non-career employees to support siés experiencing high COVH19-related absenteeism by
executingMemorandums of Understandingwith its unions and hiring new workers220 As a

OAOOI Oh OEA o071 OOAI 3AOOEAA OAPI OOO OEAO EO EO
the amount of new, ineperienced employees in F1 [Function 1 Operatiorns Mail

001 AAROOET cyY 1 PAOAOGET T 06 OEAT 11T O0i Al 8 2A0DPI T OA

The Postal Service states that these mitigation factors will not lead to increased service
performance results until the pandd EA8 O Ei PAAOO OOAOEAA AT A 1 Ax
sufficient experience in mail processing operationsSeead. question 2.d. Observing that

Or OYEA A A Adtcdreinglofeks hired dlo not have the knowledge, skiliad

abilities that the regular employees laveh 6 OE A 0 T pluis Aol emphdsiDeCoBhe-fob

290IG Report No. 2875wH M | i Hn® ¢KS t2adlt {SNBAOS Fta2 FGGSYLISR G2 YAGAINGS
A

supervisors to perform employee dutiessuctfag NJ f A ¥ 2LISNI GA2ya | yR 2I1S8Ndatiay 3 YIAf LINRPOS&aAY

220SeeResponse to CIR No. 1, question 2.a., 2.b. The Postal Service reports that the numberaseaoemployees increased from 136,174 in
FY 2019 to 148,092 in FY 2029.20% Annual Reporat 28. Notably, the number of necareer Mail Handler Assistants increased from 6,369
in FY 2019 to 12,927 in FY 2020, and the number otaceer Casuals increased from 849 in FY 2019 to 10,261 in F\52620.
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training and conduct reviews at every mail processing plant during FY 202Id. question

2.c. The Commission observes that providing relevant training and timely feedback to all

employees is critical br any organization, regardless of a pandemic, and encourages the

Postal Service to amplify its effortsAs essential workers, Postal Service employees are in

Group 1B for the COVIEL9 vaccine.Seed. question 2.d. The Postal Service reiterates its

commiti AT & O1 OAT 1T OET Ofr ET CY O AT T OAET AOA xE

Al 1T AOOAOO OAI AOGAAIDOT OEA #/6)3$ DAT AAI EA
(2)  Transportation Challenges

4 0OAT OEO EAO AAAT A T AET O AOAA 1T &£ AT TAAOT ET O

Sene AAG O OAOOEAA EBAQeRFVI0MIABRat 1082010320 The

DAT AAT EA AGAAAOAAOAA OEA 01 OOAI 3AOOEAABO AEA

that are destined for an address outside of the local service area from which the npadce

was mailed?2! After completing origin processing, the Postal Service assigns mail to the air

or surface network for transportation to a facility closer to the addressee. Because the

Postal Service does not operate its own aircraft, it contracts withoenmercial airlines to

rent space for mail on passenger flights as well as cargmly flights.222 To move mail to the

next facility via the surface network, the Postal Service may use contractors or Postal

Service career employees as driver3

OE £
80

The Postal Serice asserts that if a mailpiece misses its scheduled transportation, then
generally that mailpiece will not be delivered within the expected timeframe absent
Gxtraordinary measures at substantial cost, such as extra transportation along with clerk
andc®DOEAO T OAOOEI A ARDBThéPoltal Selviceedplaind thaEidr Bdrkéts 6
Dominant products, processing and operating plans utilizing ground or air transportation
typically do not have an error margin built into planned processing that may even
accommodate an hour of late mailSeeResponse to CIR No. 1, question 3.a.

)yl OAOPI T OA O1 OEA #1 11 EOOETT160 EI NOEOEAO OAC
pandemic on transit in FY 2020, the Postal Service maintains that the impacts were

negativeand nationwide, but are not quantifiable Seed. question 7.a., 7.csee alsad.

NOAOOETI 1O ph oh uvh ¢8 &OOOEAOh OEA o1 O0OAI 3AO0
way to distinguish impacts that might be related to COVH29 and impacts not reA O Ald 8 0

question 7.c.i.

221 ocal service area, twcal zone, refers to a nonnumbered zone that applies to mail deposited at any Post Office for delivery to addresses
within the delivery area of that Post Office. This includes ZIP Codes assigned to postal facilities, Post Office BoalketiSegee, vertical
improved mail units in buildings, and delivery units. Postal SeGlossary of Postal Terms

222United States Postal Service, Airmail: A Brief History, March 201&, avilable ahttps://about.usps.com/whewve-are/postat
history/airmail pdf.

223United States Postal Service, Office of Inspector General, Report {4420, Transportation Network Optimization and Service
Performance, June 5, 2020, at 8, availablbtgis://www.uspsoig.gov/sites/default/files/documedribrary-files/2020/20-144-R20.pdfOIG
Report No. 2a144-R20).

224 Docket No. ACR2018, Responses of the United States Postal Service to Quaptio#sT  / K ANX I Yy Q& LYy F2NNXIF A2y wSlj df
2019, question 2 (Docket No. ACR2018, Response to CHIR No. 13).
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The Postal Service asserts that the COVID pandemic impacted both air and surface
contract transportation. Seed. question 5.a. Constraints on contract transportation
compounded the problems presented by the reduced availalty of full-time regular Postal

Al 1T UAAO AT A OEA 01 OOAI 3AOOEAAGO EIT AOAAOAA

career employeesSedd. question 3. To mitigate these impacts, the Postal Service
implemented several responses, including working toexure additional capacity on
airplanes and trucks, developing action plans for underperforming contractors, diverting
air volumes to its surface network, and using its Surface Transit Center network more
efficiently to reduce the number of trips needed tdransport the mail. Seed. questions 3.a.,
3.b., 4.a., 5.c. Additional detail regarding air and surface transportation follows.

(@ Air

The Postal Service does not have its own air fleet; instead, it contracts with Federal Express
Corporation, UPS, commercidirlines, and supplemental charters for space on passenger
flights and cargaoonly flights to transport some of the mail to a destination processing

facility. SeeOIG Report No. 2144-R20 at 6, 89. The Postal Service also contracts with

third -party affiliates referred to as the Terminal Handling Service (THS) to build up and
break down airline containers used to move ma#2>

Due to COVIBLY, air transit suppliers cancelled and/or imposed unexpected weight and
space restrictions on flights to transport mai. SeeResponse to CIR No. 1, questions 3.a., 4.b.,
5.a. These restrictions resulted in mail being held for later flights with an increased
likelihood of the mail missing its Required Delivery Time (RDT92¢ The Postal Service lacks

a metric to quantify canellations and restrictions for FY 2019 and FY 20287

To mitigate delays, the Postal Service requested additional air capacity and diverted
volume to the surface network.SeeFebruary 5 Response to CHIR No. 6, question 9.c. The
Postal Service is unable tguantify how these actions impacted service performance
results for Market Dominant products.Seed. question 9.d. The Commission observes that
for First-Class Mail SinglePiece Letters/Postcards, the proportions of mailpieces traveling
by air versus surfice remained similar in FY 2020 to prior fiscal years surface is used to
transport approximately two-thirds of 3-5-Day mailpieces and 99 percent of-Day

225 SeeResponse to CIR No. 1, question 3.a. The specifics of THS operations vary depending on which contracted air carn@=adiied.
Report No. 20144-R20 at 9.

226 SeeResponse to CIR No. 1, question 3.a. The Postal Service uses supplier scans of haadiintherRDT to measure time
performance SeefFebruary 5 Response to CHIR No. 6, question 8.d.i.

227 SeeResponses of the United States Postal Serviceto Questgns 8 ¥/ KF ANXY I y Q& LYy FT2N¥YF A2y wSljdzSai
(February 5 Bsponse to CHIR No. 6).

b2®
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mailpieces?28 These proportions remained relatively similar through each quarter of FY
2020 and in prior fiscal years229

The Postal Service also reports that these cancellations and restrictions were compounded
by the increased COVIEL9-related absenteeism experienced by its contractors, such as air
transit suppliers and THS providersSeeResponse to CIR &l 1, question 3.a. At the same
time, air transit was further strained by the surging package volume in the midst of the
pandemic, which led to shortfalls in air cargo capacityseeFebruary 5Response to CHIR

No. 6, question 9.d.

In an effort to mitigate the impact from the ongoing pandemic, the Postal Service conducted
weekly evaluations to identify suppliers that significantly and consistently failed to meet

their RDTs.SeeResponse to CIR No. 1, question 5.c. Weekly service performance calls were
madeto suppliers to discuss and correct performance failures and to develop action plans.
Sedd. As needed, underperforming suppliers were replacedsee-ebruary 5Response to
CHIR No.6, question9.a.ii.

To monitor whether the Postal Service tenders mailpiees to air transit suppliers ontime,

it measures mailpieces reported as assigned to the air network by 02:30 hours each @&y.
The Postal Service explained that this indicator primarily applies to mailpieces with a%-
Day service standard3! Below, Table V2 displays the level of mailpieces reported as
assigned to the air network by 02:30 hours for FY 2019 and FY 2020.

228 SeeResponse to CHIR No. 1, question 19 (reporting that in FY 2020, surface was used to transport 64.03 peseeay oh&ilpieces and

99.42 percent of Day mailpieces); Docket No. ACR2019, Responses of the United StatéeS@&wita to QuestionsdH 2 F [/ K ANKX I yQa
Information Request No. 3, January 21, 2020, question 2 (Docket No. ACR2019, Response to CHIR No. 3) (reporting 1Basimfa¥e2@as

used to transport 65.26 percent of$3Day mailpieces and 99.34 perceffitteDay mailpieces); Docket No. ACR2018, Responses of the United

States Postal Service to Question$5L 17pn 2 F / KFANXI y Q& LYy FT2N¥IGA2Yy wSljdzSad b2d mI W ydz N
G/ KLwomdadz GALI SowSa L2y a s ausElanadtys1 £ Refpbnse talGHIRNS. 1)répdriny t8al in BY2018, Isurface was

used to transport 68.2 percent of3Day mailpieces and 99.2 percent eD2y mailpieces and in FY 2017, surface was used to transport 67.7

percent of 35-Day mailpieces and 9®percent of 2Day mailpieces).

229 SeeResponse to CHIR No. 1, question 19; Docket No. ACR2019, Response to CHIR No. 3, question 2; Docket No. ACR2018, January 11
wSallRyasS 2 /1 Lw b2d m3I jdzSadiAiz2y HoX 9EOSt FTA(S da/ KLwodmobadzZ GALE SowS:

230Sed jbrary Reference USES20H bz 9 EOSE FAf SHum CKMINOICEZ @l vt Dhpé ¢ KS -OMdss\MallBingl®Sa Y S| & d:
Piece Letters/Postcards, Presorted Letters/Postcards, and Flats, as well as some Competitive products @iremityRidlsiClass Package
Service). Docket No. ACR2018, January 11 Response to CHIR No. 1, question 47.c.; February 4 Response to CHIR M. 6, question

281S5eeDocket No. ACR2016, Responses of the United States Postal Service to Quéstibas4.candsy 2F / KFANX Iy Q& Ly F2NXI
Request No. 10, February 7, 2017, question 2.a.
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TableV-2
Nationwide Mailpieces Assigned to Air Networks by 02:30 hours,
by Percent, by Quarter, FY 204RY 2020

o1 Q2 15t Half Q3 Q4 2" Half Annual
Oct. XDec. 31 Jan 1cMar. | Oct. IcMar. | Apr. IcJune | July Sept. | Apr. 1cSept. | Oct. IcSept.
' : 31 31 30 30 30 30
FY FY FY FY FY FY FY FY FY FY FY FY FY FY
2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020 | 2019 | 2020
Mail
Assigned
Al 73.0 | 894 | 781 | 906 | 756 | 90.0 | 91.5 | 90.5 | 925 | 90.2 | 92.0 | 90.3 | 90.1 | 90.2
Networks
by 02:30
hours

Sourcelibrary Reference USFS1%4 b= 5SOSYOGSNI HT I HAMPpE24PE O, FEXAEZEC G 1a/vRYP®RD, § AONT NE v
9EOSt TEMGLIED® nH KNI Of 201 PEf & E D

As illustrated by Table W2 above, yearover-year, the level of mail assigned to the air
network by 02:30 hours is very consistent: 90.1 percent in FY 2019 and 90.2 percent in FY
2020. For the first half of FY 2020 (Quartes 1 and 2), the level of mail assigned to the air
network by 02:30 hours increased by approximately 15 percentage points compared to the
same period in FY 2019. The Commission commends the Postal Service for achieving
demonstrable yearover-year improvement before the widespread onset of the pandemic.
A4EA #1171 EOOEIT OAAT CI EUAO OEAO OEA DPAT AAT EAGO
contributed to the inability to maintain this year-over-year improvement during the second
half of FY 2020. For the second hatif FY 2020 (Quarters 3 and 4), the level of mail
assigned to the air network by 02:30 hours in FY 2020 decreased by approximately

2 percentage points compared to the same period in FY 2019. Notwithstanding the
pandemic, assignment levels remained above 9fercent for FY 2020.

The consistent ability of the Postal Service to assign mail in a timely fashion confirms that

other downstream components of air transportation were the primary areas of concern.

For instance, the Postal Service explains that afterAdfE1  x AO AOOECT AA O1 00D
o1 i AGET A0 EAT A 1T £& O1 OE1 OEA TA@O &£ ECEO AOA

i AET AEA 110 Al xAUO | AEA GQéesppnsdtdBERONMoAL, $ AT EOAO
guestion 3.b. Further compoundirg the problem, the Postal Service explains that Carrier

Generated Route (CGR) offerings were significantly reduced, causing the volume of mail

OAT AROAA O1T OEA oihly&adpliers t8 dv&IWhEIA thé sOpplikrd £26d. In

an effort to mitigate the impact of reduced CGR offerings, the Postal Service requested

additional space from cargo carriersSee~ebruary 5 Response to CHIR No. 6, question 9.d.
Notwithstanding these efforts, the Postal Service reports a total air capacity shortfall of

more than 22 percent for the second half of FY 202&eed.
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(b) Surface
4EA 01T OOAT 3AOOEAAGO OOOZAAA T AOxI OE 11 OAO
highway contract route (HCR) or Postal Vehicle Service (PVSeeOIG Report No. 2a.44-
R20 at 6, 89. HCR refers to a route served by a contract driver transporting mail over
highways.Seed. at 8. PVS refers to the use of career Postal Service employees as drivers
who move mail among processing facilities, innecity delivery offices, and local businesse
and mailers.Seead.

Due to flight cancellations and delays, the Postal Service increased its reliance on its surface
network to transport mail. SeeFebruary 5 Response to CHIR No. 6, question 9.d.; Response
to CIR No. 1, question 3.a. However, surfatransit was also directly impacted by COVID

19, which reduced truck driver availability. SeeResponse to CIR No. 1, question 4.c.
Moreover, increased package volume increased the demand for tracttnailer operators;
however, these firms faced difficultieswith worker absenteeism and hiring due to the
pandemic232

A

47 |1 EOECAOA OEA DPAT AAT EAGO EiIi DPAAO I1 OOOAAAA

three primary mitigation strategies: (1) prevention by ensuring timely dispatch and
departure, (2) work-arounds by increasing the efficiency of its routes, and (3) correction by
monitoring problems with surface transportation. SeeResponse to CIR No. 1, question 4.

First, the Postal Service has increased its focus on prevention of transportation delays by
worki ng to ensure its processing operations dispatch volume as scheduled, thereby
allowing trucks to depart on time and minimizing the need for late or extra tripsSeed.
guestion 4.a.

Below, Table V3 compares the number of extra trips used to transport mafor each month
of FY 2020 with the same month in FY 2019, along with the corresponding percent
difference.

232SeeResponses of the United States Postal Serviceto Questions 2 ¥/ KF ANYF yQa LYy F2N¥IFGA2y wSljdzSai
(Response to CHIR No. 2).

b2o
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Table 3
Surface Transportation Extra Trips, by Month, FY 2639 2020

Month FY 2019 FY 2020 Percent Difference
October 61,014 61,230 0.4%
November 74,928 67,523 -9.9%
December 109,114 109,462 0.3%
January 61,399 61,086 -0.5%
February 50,574 50,024 -1.1%
March 52,537 48,641 -7.4%
April 52,340 65,718 25.6%
May 55,554 84,650 52.4%
June 47,890 74,546 55.7%
July 52,817 45,522 -13.8%
August 47,564 20,542 -56.8%
September 51,257 24,541 -52.1%

{ 2dz2NDSY wS&aLRyasS (G2 /1 Lw b2d c3 ljdS&aiA2y 175 9EOStf FALS avoTtyc

9 C,Hn 9EGNI ¢NALBDE

As illustrated by Table W3 above, yearover-year, the largest perent increases in extra

trips to transport mail occurred in FY 2020 Quarter 3 (April through June). Yeaover-year,

the largest percent decreases in extra trips to transport mail occurred in FY 2020 Quarter 4

(July through September), which coincides withE A 017 OOAT 3 AOOEAA8O 1T PAO.
discussed below in Section V.A.2.c.infra.

Second, the Postal Service is working to increase the efficiency of its routes by using fewer
trips and miles to move mail.SeeResponse to CIR No. 1, question 4.a. Thestal Service

has a network of facilities that accept, reorocess, and dispatch mail in transit to destination
facilities referred to as Surface Transfer Centers (STC8¥.During FY 2020, the Postal
Service redesigned this network to reduce the number dfips and miles needed to
transport mail. SeeResponse to CHIR No. 1, question 15.a., 15.b. Specifically, the Postal
Servicerealigned transportation at its 11 pre-existing STCs and opesd 2 new STCsn
Kansas City, Missouri and Chicago, Illinof84 This redesign was completed on September
14, 2020, just before the end of FY 2020 (September 30, 2028eeResponse to CHIR No. 1,
guestion 15.a. Accordingly, the Postal Service explains that the redesign did not
significantly impact on-time service performanceresults for Market Dominant products in
FY 2020.Sead. question 15.b.

235ee5 201 S0 b2d !/ wHhnmoI wSalLRyasS 27F (K 'YAGSR {dFGS&a t2ast { SNWAOS
2014, question 4.b.
234 SeeDocket No. ACR2019, Library Reference tFYRS17, December 27, 2018Y 2019 Annual Repart 23;Docket No. ACR2019,

Responses of the United States Postal Serviceto Questions 2 ¥ / KF ANXY I y Q& LYy FT2NXI A2y wSljdzSad bz2d wmnz
(Docket No. ACR2019, Response to CHIR No. 10).
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Third, the Postal Service uses its neaeal-time scanning to monitor and correct problems
as they arise Seed. question 4.e. For instance, the Postal Service tracks HRs that

arrive more than 4 hours late, referred to a<ritically Late Trips (CLTs)235 (Ohe CLT is
identified by [comparing] the actual arrival scan [to the] scheduled arrival scan at the
AAOOET A OB The Postdl SdrviEeSstat@dthat it uses its Surfacesiility diagnostic
tool to identify the route, the trip, and the destination Area and District3’” The Postal
Service remains unable to quantify the impact of CLTs on service performance resuiee
Response to CHIR No. 1, question 21; Docket No. ACR2&EXponse to CHIR No. 3,
guestion 6.The Postal Service reports that it does not have the metric(s) to isolate delays
specific to moving mail between processing facilities (that is, to exclude delays that
occurred in processing operations)SeeFebruary 4 Response to CHIR No. 6, question 17.b.
The Commission recommends that the Postal Service develop such a metric to isolate such en
route delays

Below, Figure V7 illustrates the number of CLTs on an annual basis, by Area and nationally
for FY 2019 and FY @20.

Figure W7
Total CLTS, by Area and Nation, FY 262892020
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Capital Eastern Great Northeast Pacific Southern Western National
Metro Lakes
mFY 2019 2,523 3,169 2,715 2,636 1,012 2,127 2,852 17,034
FY 2020 1,074 1,283 1,770 1,257 699 1,251 1,621 8,955

Sourcelibrary Reference USPS2629,9 EOSt FAt S aC, wn C/a vo /[¢ blriGf ! NBF 5A30GPEtaEZe
Reference USPEY1H ¢0Y 9 EOSt FA( 4pCOMPPET WEEE aliv@m avndé

25Docket No. ACR2015, Responses of the Unite@sSRustal Service to Questionsiln 2 F / KF ANY | Yy Q& LYy TF2N¥YFGA2Yy wSljo
15, 2016, question 12.h.i. (Docket No. ACR2015, Response to CHIR No. 22).

23 Docket No. ACR2017, Responses of the United States Postal Service to Quédiofi€hairh y Q& LY F2NX I GA 2y wSljdzSad b2
2018, question 7.b.iii (Docket No. ACR2017, January 17 Response to CHIRedDo2ket No. ACR2019, Responses of the United States

Postal Service to Questiongilm 2 ¥/ K| A NJY IRgfi@eat N ¢, Fa@irl24) 2020, fyyestion 30.t(Docket No. ACR2019, Response to

CHIR No. 4).

237 SeeDocket No. ACR2019, Response to CHIR No. 4, question 30.b.; Docket No. ACR2017, January 17 Response to CHIR Nb.i&, question 7
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As illustrated by Figure /7 above, the number of nationwide CLTs in FY 2020 was
approximately half of the number observed in FY 2019. The Postal Service asserts that this
improvement from FY 2019 to FY 2020, despite the constnais of the COVIBL9 pandemic,

is primarily due to its focus on ensuring that mailpieces are placed on the dock and/or
platform in a timely manner for loading on to trucks, which supports ortime departure.
SeeFebruary 4 Response to CHIR No. 6, questionThe Postal Service also reports that it
has been working with its suppliers to emphasize oitime arrival, loading, and departures.
Sedd.

Rather than looking at absolute decline in CLTs, standardizing these Area data as a percent |
of nationwide CLTs moreA 1 AAOT U E1 1 OOOOAOAO AAAE ! OAAGO OA
Below, Figure \/8 displays the percent of total CLTs from each Area on an annual basis for

FY 2019 and FY 2020.

Figure V8
Percent of Total CLTs, by Area, FY 20002020
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Reference USPBY1H ¢pY 9 EOSt FA( 4pCOMPPET WEEE aliv@m davndé

As illustrated by Figure Y8 above, the proportion of CLTsvithin and through the Great

Lakes, Pacific, Southern, and Western Areas increased relative to FY 2019. The Commission
views these increases as indications of Areas where CLTs persist despite a decrease in the
absolute number. The Postal Service shouldvestigate the underlying reasons for

proportional increases and attempt to crossapply the best practices used by the Capital
Metro, Eastern, and Northeast Areas, each of which contributed a lower proportion of
nationwide CLTs in FY 2020 than in FY 2019.
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For delays caused by its contract truck drivers, the Postal Service requires the officer that is
responsible for administering the contract (Administrative Official) to take progressive
corrective actions against an underperforming supplierSeeDocket No ACR2017, January

17 Response to CHIR No. 2, question 7.b.i.; Docket No. ACR2015, Response to CHIR No. 22,
guestion 12.b.Previously, the Postal Service has reported that training these

Administrative Officials on this corrective action process and updatingprms related to this
process have helped to mitigate supplier delay§eeDocket No. ACR2017, January 17
Response to CHIR No. 2, question 7.ln.a review of FY 2018 and FY 2019 contract

OAT AxAl Oh OEA 01 OOAI 3 AOOE A AdeQablished Pogtadh AT OE £E A A
Service due diligence procedures3® The Postal Service asserts that it has updated its

policies and corrected the deficiencies identified by the OI@IG Report No. 293-R21,
Appendix B at 910. The Commission strongly encourages thPostal Service to monitor and
ensure that Administrative Officials adhere to the established process of taking progressive
corrective actions against an underperforming supplier and document such actions as they
occur.

(3)  Mail Mix Changes
In additiontothe0 | OOAT 3 AOOEAAGO OAAOAAA Ai DI TUAA AOAE
OOAT OP1T OOAOCEITT 1 AOx1 OEh OEA 1T AE1 1T E@ Al OAOAA
FY 2020, as package volumes increased while lettend flat-shaped volumes decrease@k?
As a result of tle pandemic?40 many people increased their reliance on-€ommerce and
mail-ordering, which increased the demand for packages in FY 2028.Packageshaped

items are more laborintensive for the Postal Service to process, transport, and deliver than
letter - and flat-shaped items?42

238United States Postal Service, Officénspector General, Report No.-203-R21, Contract Delivery Service Contract Renewal Compliance,
January 7, 2021, at@, available ahttps://www.uspsoig.gov/sites/default/files/documedibrary-files/2021/20193-R21.pdf{OIG Report No.
20-193R21) (finthg that FY 2018 and FY 2019 contract renewals lacked documentation regarding supplier performance and/or due diligence
review and recommending that the Postal Service establish formal tracking and monitoring).

239 SeeResponse to CIR No. 1, question 3.d,; Response to CHIR No. 2, question 1.a.; Response of the United States Postal Service to

QuestionstHc 2F [/ KFANXIFYQa LYF2NXIGA2Yy wSljdsSad b2d oI WFydzZd NEetoHI HAHMI |
CHIR No. 11, questidr.a.; Responses of the United States Postal Service to Questions2F / K ANXY | yQa LY F2N¥YIFGA2y wSjj
19, 2021, question 3.c. (Response to CHIR No. 16).

240To minimize interactions that could transmit the COXBvirus, many people stagehome.SeeResponse to CIR No. 1, question 3.a. While
much remains unknown about COVIB, it is generally acknowledged that the main way the virus spreads is by respiratory drépkets.
Centers for Disease Control and Prevention, Frequently Asked Quesdivailable atttps://www.cdc.gov/coronavirus/201$cov/fag.html
Accordingly, the public has been advised to use social distancing, masks, good hand hygiene, and other measures $piead tfehe
virus.See idTo limit the spread of the virubrough human interactions and touching objects, many state and local governments ordered
and/or recommended that people remain at home and limit theiparson interactions, to the extent possibgeeThe New York Times,
Coronavirus Restrictions and MlaMandates for All 50 Stateavailable ahttps://www.nytimes.com/interactive/2020/us/stateseopenmap-
coronavirus.html

241 seeResponse to CIR No. 1, question 3.a.; Response to CHIR No. 3, question 22.a. Although it may be possible that people can beco
infected with COVIR9 by touching a surface or object with the virus on it and then touching their own mouth, nose, or eyes, the Centers for
Disease Control and Prevention (CDC) opines that CCMEunlikely to be spread from domestic or internatibmeil, products, or
packagingSeeCenters for Disease Control and Prevention, Frequently Asked Questions, avaitatgs:Atvww.cdc.gov/coronavirus/2019
ncov/fag.html

242 SeeResponses of the United States Postal Service to Questimng 1 2 ¥/ KiforindtivhR¢gQest No. 15, February 18, 2021, question
2.a. (Response to CHIR No. 15).
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The Postal Service notes that this increase in package demand has strained the entire

shipping industry. SeeResponse taCIR No. 1, question 3.a. Increased package volume has

increased the demand for cargo space on aircraft and truckSeed.; Response to CHIR No.

2, question 1.aHowever, because these operators faced challenges with worker

absenteeism and hiring due to the pandemic there was insufficient capacity to satisfy this

demand?43 This combination of factors put stressonth® T OOAT 3 AOOEAA8O 1 PAO
as its contractors, affecting service performance for all produces4

The Postal Service faces two additional related challenges that likely further strained the
limited resources of the organization: offloads from priate companies and the need to
prioritize delivery of items sent for medical purposes. First,ncreased worker absenteeism
and package demand due to the COVI® pandemic has led some private shipping
companies to scale back their services and/or impose vaine limits on customers?4s As a
result, the Postal Service, which did not refuse packages tendered to it for delivery, has
absorbed additional volume offloaded by private companiesi¢ Although this ACD pertains
to FY 2020 (October 1, 2019 through Septembel03 2020), the Postal Service states that
offloads from third parties to the Postal Service increased during the holiday mailing
season in FY 2021, Quarter 7

Second, he Coronavirus Aid, Relief, and Economic Security Act (CARES Act) requires the

Postal ROOEAA O OPOEIT OEOEUA AAI EOAOU 1T £ PI 00AT b
COVID19 emergency. Pub. L. No. 118636 §6001(c). Such items are not a distinct Postal
SAOOEAA OPOI ABADOSG A0(6)dAigkE in A MTSUnsead, itBss88 # 8 9

for medical purposes use a wide variety of Postal Service offerings within Market Dominant

and Competitive products.SeeFebruary 4 Response to CHIR No. 6, question 16.c. The

Postal Service faces substantial challenges in distinguishing betweenrite sent for medical

243SeeResponse to CIR No. 1, question 3.a., Rbsponse to CHIR No. 2, question 1.a.; February 5 Response to CHIR No. 6, question 9.d.

244 SeeResponse to CHIR NogRiestion 1.a.Response to CHIR No. 3, questions 14.b., 20.a., 22.a., 24.a.; FeliRempomse to CHIR No. 6,
question 19.

245 See, e.g.FedEx, Service Impact of CO¥#Davailable ahttps://www.fedex.com/erus/coronavirus.htmand
https://www.fedex.can/content/dam/fedex/usunited-states/ServicéAlerts/images/2020/Q4/2019_nCoV_Service_Impacts_Mar_23.pdf
(suspending money back guarantees for delivery services as of March 23, 2020 to now); UPS, UPS Service Guarantebel@pasiafitus
on our Sende Guarantee (as of March 26, 2020), availablettats://www.ups.com/us/en/helpcenter/shippingsupport/service
guarantee.pagdsuspending service guarantees as of March 26, 2020 to now); Jason Del R&maaoq Prime delivery delays are now as
long asa month March 22, 2020, available https://www.vox.com/recode/2020/3/22/21190372/amazeprime-deliverydelaysapril-21-
coronaviruscovid19 (observing that in March 2020, the company was informing customers that prioritization of shipments contasenga
AliSYa YlI@ NBadd G Ay 4GRSt ADBSNE LINRPYA&SE 0 SA Kikzoh EmitidgSHdménts lofytertairs dzZl £t € 0T 5|
types of products due to COVIB pandemicMarch 17, 2020, available https://techcrunch.com/2020/03/17dmazonlimiting-shipmentsto-
certaintypesof-productsdue-to-covid19-pandemic/(suspending shipments of neassential items to prioritize essential items in March and
April 2020); Response to CHIR No. 15, question 10.a.

26Seel ibrary Reference USIFS26H b t 5C TFAE S &/ FLaSGiNR tw/ C, uwn {@0 t SNF wSLR2NIGLIRTF?S
L GdzN> SR GKS o/ FLAGHE aSGNR6 ! NBFQa LI IFyda ¢AlGK Llofhg padddmicd2 f dzy S G2
havebe¢% RAGSNI SR G2 LI NOSt LINRPOSaaiay3d (2 GKS RSUNRYSydG 2F €t SGGSNIFyR 7
247 SeeResponse to CHIR No. 15, question 18ealso, e.g.Emily Badger, Quoctrung Bui, & Margot Sargetz, The New York Tima@he

Postal Service Survived the Election. But It Was Crushed by Holiday Palaw@mgmy 19, 2021, available at
https://lwww.nytimes.com/interactive/2021/01/19/upshot/postadervicesurvivedelectionbut-crushedby-holidays.htmlWimberly Patton,

CDLL# ¢ NUzO1 SNE | NB 0SKAYR (KS a0SySa 2 % Detenber 520N Bvailableat At ONRA&AA |yR A
https://cdllife.com/2020/truckersare-behindthe-scenesof-the-currentmail-crisisand-it-doesntlook-good/.
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purposes and other itemsSedd. question 16.a., 16.c. The Postal Service confirms that its

field personnel worked (and will continue to work) to expedite any item that appears to be

sent for medical purposesSedd. question 16.a., 6.e.Moreover, the Postal Service meets

on a weekly basis with prescription mailers to discuss service conditions and process
improvements.Seed. NOAOOET 1T poe8A8 7TEEI A OOEA 01 OOAI 3AC
quantify the volume and percentage [of itempthat were classified as Competitive Products

OAOODOO - AOEAO $1 1T ETATO POl AOAOOhS OEA 01 OOAI

A LA o e

To address the increased package volume, the Postal Service identified two actions for FY
2020, increasing its workforce and moving volume quickly.

To increase its workforce, the Postal Service hired additional employees pursuant to the
applicable bargaining agreementsSeeResponse to CIR No. 1, question 2.a., 2.b.; February 4
Response to CHIR No. 6, question 19.a. The Postal Service has also been conducting reviews
of employee needs at mail processing plants and plans to convert some rcareer

employees to career status to handle the expected additional package volurBee

Response to CIR No. 1, question ZIhe Headquarters staff of the new Processing

Operations unit is responsible for tracking the efficacy of the staffing and schedudj model

and will consider continuing changes in the mail mixdd. question 2.e.

To move volume quickly, the Postal Service relied on its Network Operations Control

Centers to analyze data in real time and communicate with facilities on issues related to

operations and transportation. See~Y 2020 ACR at 40; February Response to CHIR No. 6,

question 19.c4 EA 01 OOAT 3 AOOEAAGO OOAT OPI OOAOGETT 1 Al
miles to move packagesSeeResponse to CIR No. 1, question 4.a. During the Liskie

phase, carriers performed early parcel runs and returned to the office for letteand flat-

shaped mail and any remaining packageSeerFebruary 4 Respon® to CHIR No. 6, question

19.a.

C. Postal Service Operational Changes
On June 5, 2020, the PostaRSOOEAAS8 O /)' EOOOAA A1l AOAEO T &£ O
4 0A1 OPT OOAOETT . AOx1 OE / DOEI EUAOETT AT A 3AO0O0E
for the Postal Service to focus on its financial health and address causes for costs increasing

atatimewhenmal OT 1 O A A& RepAANG.RA4-R20 at 1.The OIG noted
that:

When operational issues exist, there is a downstream effect that

causes management to facq dAiffi’cuAIt ’andAcostIy de’cis’iorjs.’ .. .’E\{er) A o
xEOE OOAIT OPI OOAOEIT 1 0 €l SelwiCHIGAOET I AEE 000N
meet most of its service performance targets in FY 2019. ... In

both the surface and air networks, misaligned transportation
scheduling hindered efforts to meet service performance and cost
savings goals.
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Id. at 2.

OnJune 16,20200EA 01 OOAT 3 AOOEAABO /)' OADPI OOAA OEA(
billion in mail processing overtime and penalty overtime, $280 million in late and extra

transportation, and $2.9 billion in delivery overtime and penalty overtime costs in FY

2019.248 The Postmaster General has indicated that he reviewed this report, stating:

Yet, even after incurring these additional costs, the Postal Service

has not seen material improvement in [its] service performance

scores. While [the Postal Service] did not fullygree with all

AOPAAOO T &£ /1) 80 OAPT OOh frEOY AEA 11 0 AEC
conclusion that [the Postal Service need|s] to redouble [its]

efforts to focus on [its] plans to improve operational efficiency

and to further control overtime expenditures49

Starting on June 11, 2020, the Postal Service began to implement 57 initiatives referred to

AO O0s$1T )OO .1Tx &9 300AOACEAOhd xEEAE xAOA EIT OA
million workhours. 250 These initiatives included changes such as eliminating prur

overtime in city delivery operations, eliminating certain mail processing operations on

Saturday, and aligning clerk workhours to workload. OIG Report No. 2114-R21 at 7,

Appendix B at 2022. These initiatives were generated and implemented by operatns

executives and were discussed at an introductory meeting with the new Postmaster

General on July 7, 2020. OIG Report No.-214-R21 at 7.

Beginning on July 10, 2020, the Postal Service increased its focus on adhering to its

operational schedules and ened to eliminate unnecessary late and extra trips to transport

mail. SeeResponse to CIR No. 1, question 17.a.; OIG Report NeO24-R21 at 5. The

01 001 AGOAO ' AT AOAT OO0 A GlikeBtedGnE RoStal Sedvicdopeddtidns O A OE A
teamto developAT A AGAAOOA 11 A PI AT O Ei bpOoil 6A r OEA
OOAT OPT OOAOEI 1T OAEAAOI A0 £ + EOOY 1 OAO tmhnnm

Further, from July 25, 2020 through August 18, 2020, the Postal Service conducted a pilot
to reduce overtime at a limited number of offices, referred to as the Expedited to the Street

28 United States Postal Serej Office of Inspector General, Report No. 19XG013N@Q001 = | &o{ & t 2& G+t { SNBAOSQ&a t NROS
Optimization and Service Impacts, June 16, 2020, at 2, availaitpst/www.uspsoig.gov/sites/default/files/documeriibrary-
files/2020/19XG013NO0OR20.pdfOIG Report No. 19XG013NO@RO0). Overtime is paid atoneand eiid ¥ (A YSa GKS SYLX 28S8SQ
NI} GSs FyR LISylrtde 28SNIAYS LIk & A& LI ARI dzy RSNJ aLISO/caEvicd Ofi@yiRAGA2Yy &S |
Ingpector General, Report No. N@R19-005, Mail Processing Overtime, June 13, 2019, available at
https://lwww.uspsoig.gov/sites/default/files/documedtbrary-files/2019/NGAR19-005.pdf

29 United States Postal Service, National news, Postmaster Generah8tdten Operational Excellence and Financial Stability, July 27, 2020,
available ahttps://about.usps.com/newsroom/nationakleases/2020/072-pmg-statementon-operationatexcellence.htnfciting OIG Report
No. 19XG013NOO0ER20 at 2).

001G Report No. 2014-R21, Appendix B at 222 (listing each initiative, its start date, its status in September 2020, and the affected Postal
Service functional area).

21United States Postal Service, Postal News, Oral Statement of Postmaster General Louis DeJoy Befwe @entinittee on Oversight and
Reform, August 24, 2020, at 2, availabléps://about.usps.com/newsroom/nationakleases/2020/0824ral-statementof-pmg-louisdejoy
beforethe-housecommitteeon-oversightand-reform.pdf(August 24, 2020 PMG Statement)
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Afternoon Sortation (ESAS) Initiative SeeResponse to CIR No. 1, question 18.a.; OIG Report
No. 21-:014-R21 at 7.

These operational initiatives were criticized for slowing mail delivery durirg the summer
of 2020.See, e.g0OIG Report No. 2D14-R21 at 8. The Postal Service has disputed many of
OEAOA AOEOEAEOI Oh AOO EO AAETIT xI AACAO OEAO OE
had a temporary and unintended impact on serviceinJulyc m¢ myY8o6 2A 0PI T OA Ol
11, question 12.a.see als@®IG Report No. 21014-R21, Appendix E at 2&7. Moreover, this
late and extra trips policy coincided with the spread of the COVIp w DB AT AAT EAh OEA

I x &9 300AO0ACEAOh a Otdet than BEESADABIRt8e, thelPESGE A OE O A
Service does not report piloting or formally studying the impact of these initiatives (the late
AT A AoOOA OOEDPO PITEAU AT A OEA 031 (YO .1 x &9
performance results, either béore or during their implementation. SeeOIG Report No. 241
014-R21 at 89; Response to CIR No. 1, questions 17.b., 18.a., 18.b. Because these events
occurred in the same short timeframe, and the Postal Service did not establish
measurement goals or systemspecific to each initiative (or the initiatives as a group), it is
difficult to determine how much each individual event impacted service performanc&ee
Response to CHIR No. 11, questions 11.a., 12.a.; Response to CIR No. 1, questions 17.c., 18.b.
Below, the Commission describes the late and extra trips policy, the ESAS Initiative, and the
O0s$l YO .1 x &9 300AOACEAOS8SG

(1) Late and Extra Trips

As described above in Section V.A.2.b.8uprah OEA 07 OOAI 3 AO0OOEAABO 1 AFE
schedules generally cannot accomodate transportation delays of more than 1 hourSee

Response to CIR No. 1, question 3.halmailpiece misses its scheduled transportation, then

generally that mailpiece will not be delivered within the expected timeframe absent

@xtraordinary measures d substantial cost, such as extra transportation along with clerk

AT A AAOOEAO 1 OAOOE iDbcket Ko. ATRZ018ARsp&nE€ACOMIRMO. B3, 08 0
guestion 2.

The Postal Service takes issue with characterizations of efforts to eliminate late aextra

trips as new, as requiring that mail be transported on regular routes or held until the next

regular route is available, or as intended to delay service performancBeeResponse to CIR

No. 1, question 17.a. The Postal Service maintains that thestodt beginning July 10, 2020

Al T OOEOOOAA A OOAT AxAA mI AOOG6 11 DPOAAGEOOEI C
schedules.Seed. The Postal Service asserts that its intent was to reduce costs and improve

service by encouraging sites to use their bégfforts to load mail ontime so trucks could

depart as scheduledSeed. The Postal Service avers that feasible and necessary extra trips

were not precluded.Seed. The Postal Service insists that leaving mail behind at a facility

xAO 11 0 APbBLkldyiAgia triP © trdnsport a small volume of mail would risk

AAT AU ET OEA AAI EOCAOU T &£ A COAAOASR&dOi 1 O A T &

The Postal Service did not complete a pilot or a formal study of the impact on Market
Dominant service performance results before implementation of this initiative Seed.
guestion 17.b. Instead, the Postal Service relied on the judgments of its management
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regarding the need to adhere to existing operating schedules and the negative impacts of
late trips and extra trips.Seed. The Postal Service did not refresh these judgments to

reflect the ongoing COVIEL9 pandemic or the anticipated increase in Political Mail and
Election Mail.Seead. question 17.c., 17.d. The Postal Service did not anticipate traat

negative impact on service performance would result from its efforts; rather, the Postal
Service expected that its efforts would lead to improved service performanc8eed.

guestion 17.c., 17.d. Additionally, characterizing the anticipated increase klection Mail

AT A ol 1 EGEAAT - AE1l AO OiT1U A OiAll DBAOO
ATl 1 OEAAO EO OI AA A OOECT EZEZEAAT O EAAOI O E
AAEAOAT AA O OOAT Gexsd.gueskiadBrd], 176 AEAAOI AO86

[ E T
T OE
However, the Postal Service acknowledges a gap occurred between the intent of the late

and extra trips policy and its actual impact on service performance in July and August

2020.252 Following the implementation of these efforts on July 10, 202Gntime service

performance results declined. The Postal Service attributes this decline in part to

unintended impacts of this policy and also to COViID9.253" AOAA 11 OEA o1 OOAI
responses to numerous information requests regarding quantificatiomf the service

performance impacts experienced in FY 2020, it is unclear what portion of the decline was

due to this policy and what portion was due to the pandemi¢* The Postal Service also

references extreme weather events: wildfires in nine states frorduly 7 through September

27, 2020; Hurricane Douglas affecting Hawaii on July 25, 2020; Hurricane Hanna affecting

Texas from July 25 through 27, 2020; and Hurricane Isaias affecting four states from July

31, 2020 through August 3, 2020. Response to CHIR.NL6, question 3.c. The Postal Service

remains unable to quantify the impact of extreme weather on service performanckl.

The Postmaster General reported that the Postal Service hadproved adherence to

transportation schedules in July and August 2020 1 A O A O Or=tim€ defnEube® ared

APPOT AAEET C wyb AT A xAOOAAEOI Sk@@si24Q@&ebO AOA
0-' 30A0AT AT O AO ¢8 (A Al O AAETT xi AACAA OEAO
temporary service decline which shouldnoE AOA EADPDPAT AAh Sda@Me r EOY £
testified before the United States House of Representatives Committee on Oversight and

2AE O OEAO OAAOAET C 1 AOA AT A AgOOA OOEDPO OxA
the duration of the periodthAO E &5 EAA80

The Postal Service explains that this late and extra trips policy led to an unintended decline
in service performance results because when reducing late and extra trips, facility

252 SeeResponse to CIR No. 1, question 17.c.; Response to CHIR No. 11, questions 11.a., 12.a.; Response to CHIR No. 16,3jhestion 3.a
August 24, 2020 PMG Statement; Response to CIR No. 1, question 17.c.; OIG RepebilMB2A1at 911.

253 SeeReponse to CHIR No. 11, questions 11.a., 12.a.; August 24, 2020 PMG Statement; Response to CIR No. 1, question 17to.; Response
CHIR No. 16, question 3.a., 3.b.; OIG Report N612R21, Appendix E at 26.

24 Response to CHIR No. 16, question 3.a., 3dspéhse to CIR No. 1, question 17.c.; Response to CHIR No. 11, questions 11seel2.a.;
Response to CIR No. 1, questions 1, 3, 5, 6, 7.

255 Protecting the Timely Delivery of Mail, Medicine, and fiteBallots: Hearing Before the H. Comm. on OversighRafidrm 116th Cong. 80
(2020) (statement of Louis DeJoy, Postmaster General, United States Postal Service), avhftabl&\atvw.congress.gov/116/chrg/CHRG
116hhrg41938/CHR®16hhrg41938.pdf
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processing schedules were not aligned to match the transportain schedulesSee
Response to CIR No. 1, question 17.c.; Response to CHIR No. 11, questions 11.a., 12.a.

The Postal Service states that:

During the first weeks following July 10, 2020, ongoing analytics
reports revealed a decline in service scores, arttle Postal
Service, during the course of its dayo-day monitoring of
transportation schedules, concluded the decline was due in part
to the failure of facility processing schedules to align with
transportation schedules, as well as the spike in COVD in July
2020.

Response to CIR No. 1, question 17.c.
Additionally, the Postal Service reported to its OIG that:

While the Postal Service recognizes that implementation of the

late and extra trips policy had a temporary and unintended

impact on service peformance in July, after which there was a

sharp recovery in August after the Postal Service made the

necessary operational adjustments, that issue goes to the Postal

SAOOEAAGO AQAAOOEITT 1T &£ OEA ET EOEAOEOAKh xE
not as effective as ishould have been. It does not go to the

decision to reemphasi[ze] operational discipline in the first place.

OIG Report No. 20014-R21, Appendix E at 26.

Because the effects of the short duration of the July and August 2020 initiatives to reduce
late andextra trips are masked in quarterly data, the OIG compared trips on a weekly basis
for the relevant period in FY 2020 and the same period in FY 2019. OIG Report No-02%-
R21 at 7. The OIG observed that weekly PVS late and extra outbound trips for July 1
through September 4, 2020 were lower than the late and extra outbound trips for the
corresponding weeks in FY 2019d.

Below, the Commission examines service performance results for33Day FirstClass Mail
Single-Piece Letters/Postcards3-5-Day singke-piece FirstClass Mail Flatsand origin-
entered Outside County Periodicals during the relevant perioé?® Table \V4 and Figure \¥9
compare weekly service performance results for ®-Day FirstClass Mail SingléPiece
Letters/Postcards from June through Setember in FY 2019 and FY 2020.

256 The Postal Service provided Periodicals data for theviallg categories: DestinatieBntered Inside County, Origiintered Inside County,

DestinationEntered Outside County, and Origtmtered Outside CounteeDocket No. ACR2019, Supplemental Response to CIR No. 3, Excel

FAES 4/ LwdodhOlibhy i BNDt EINF o tidww OKIVFAZY P hT (KSEAS OEnter®dEui#eSa s (KS /
County Periodicals, which travel the longest distance by truck.
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Table V4
3-5-Day FirstClass Mail Singt®iece Letters/Postcards
Service Performance Results, by Week, FY 26¥92020

Week FY 2019 FY 2020 % Diff
5/30/2020 87.95% 79.18% -9.97%
6/6/2020 87.89% 81.73% -7.01%
6/13/2020 88.47% 83.62% -5.48%
6/20/2020 89.28% 82.13% -8.01%
6/27/2020 89.50% 82.18% -8.18%
7/1/2020 90.81% 84.62% -6.82%
7/4/2020 85.87% 81.20% -5.44%
7/11/2020 88.63% 72.73% -17.94%
7/18/2020 89.05% 67.55% -24.14%
7/25/2020 89.98% 70.75% -21.37%
8/1/2020 88.88% 68.64% -22.77%
8/8/2020 89.27% 67.24% -24.68%
8/15/2020 90.13% 72.68% -19.36%
8/22/2020 90.22% 76.60% -15.10%
8/29/2020 90.15% 77.56% -13.97%
9/5/2020 85.96% 79.66% -7.33%
9/12/2020 88.07% 72.24% -17.97%
9/19/2020 86.89% 69.32% -20.22%

Note: The Postal Service reports data for a week running from Saturday to Feidayhe week beginning Saturday,

July 11, 2020 and ending on Friday, July 17, 2020).

{ 2dz2NDSY 520718
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Figure V9
3-5-Day FirstClass Mail Singt®iece Letters/Postcards
Service Performance Results, by Week, FY 26%92020
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As illustrated by Table V4 and Figure Vw AAT OAh OEEO DPOT AOAOSO xAARE
significantly during the window of July 11 through September 4, 2020, compared to the

OAi A PAOET A ET &9 c¢mpws8 &I O * A1 U pp OEOT OCE 3
results averaged 71.7 percent 'O ET A8 " U AT T OOAOOh OEEraged Ol AOACQ
89.5 percent ontime during the same period in FY 2019, which is a 19.9 percent decline

year over year.

Table V4 and Figure Vw AT OT EI 1 OOOOAOA OEAO OEEO POI AOAOD
declined by 12.6 percent compared to the weeks precedinmplementation of the late and

extra trips policy. Just prior to implementation (May 30 through July 10, 2020), this

DOT AOAOGGO xAAEI U OAOOI-nmd, which a3 AGC4édrceriag8mintd® A OA AT
higher than the weeks under scrutiny.
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Similar declines in results occurred for other mailpieces that travel primarily by ground
OOAT OPT OOAOETT AOOET ¢ OEA 1 AOA AT A AgOOA OOED

Below, Table V5 and Figures V10 and \A11 show weekly service performance results for
3-5-Day singlepiece FirstClass Mail Flatand origin-entered Outside County Periodicals
from June through September in FY 2019 and FY 2020.

Table /5
3-5-Day SinglePiece FirsiClass Mail Flats and
Origin-Entered Outside County Periodicals
Service Performance Resulisy Week, FY 20£&Y 2020

SinglePiece FCM Flats3Day QOutside County Periodical
Week FY 2019| FY 2020 % Diff FY 2019 FY 2020 % Diff
5/30/2020 | 77.54% | 66.70% -14.0% 86.38% | 73.42% | -15.0%
6/6/2020 75.90% | 68.29% -10.0% 76.23%| 63.02% | -17.3%
6/13/2020 | 76.10% | 68.61% -9.8% 81.25% | 65.83% | -19.0%
6/20/2020 | 77.56% | 65.91% -15.0% 83.64% | 67.12%| -19.8%
6/27/2020 | 77.64% | 65.53% -15.6% 91.82% | 73.25% | -20.2%
7/1/2020 79.51% | 70.75% -11.0% 83.42% | 75.85%| -9.1%
7/4/2020 76.03% | 69.39% -8.7% 81.61% | 62.55% | -23.4%
7/11/2020 | 76.54% | 60.65% -20.8% 81.49% | 63.73% | -21.8%
7/18/2020 | 78.29% | 55.70% -28.9% 83.77% | 59.09% -29.5%|
7/25/2020 | 77.94% | 55.76% -28.5% 82.59%| 61.32%| -25.8%]
8/1/2020 77.95% | 54.50% -30.1% 78.59% | 59.12% | -24.8%
8/8/2020 77.25% | 55.02% -28.8% 81.38% | 55.67% | -31.6%
8/15/2020 | 78.25% | 58.78% -24.9% 82.27%| 58.67% | -28.7%
8/22/2020 | 78.30% | 62.86% -19.7% 84.24% | 59.46% | -29.4%
8/29/2020 | 78.80% | 63.09% -19.9% 79.84% | 68.25% | -14.5%
9/5/2020 74.94% | 66.89% -10.7% 79.19% | 65.27% | -17.6%
9/12/2020 | 75.42% | 62.35% -17.3% 76.58% | 64.74% | -15.5%
9/19/2020 | 74.16% | 58.55% -21.0% 80.47%| 67.12% | -16.6%

Notes: The Postal Service reports data for a week running from Saturday to Erglathé week beginning Saturday,
Wdzt @ MMZ HAaHAa FYR SyRAY IPieeFCENIBRR B & ¢ WNBSDAHhgklicte FsiClas® a { Ay 3t S
alAf Cflriad ahdziaARS / 23T SNB S NRRRAOR § a/¢2 deySiFES NtES NiFe2 RANG I FtAy/ ® ¢

{ 2dzNOSY 520180 b2d !/ wHamdpE {dzLILI SYSy Gl wSalLkRyasESs éi2 /Lw b2o
i1 6a aC/ briA2yé FYyR at 9w bl iAz2yod¢
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Figure V10
3-5-Day SinglePiece FirsClass Mail Flats
Service Performance Results, by Week, FY 26%92020
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Figure V11
Origin-Entered Outside County Periodicals
Service Performance Results, by Week, FY®6Y 2020
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As illustrated by Table W5 and Figures VY10 and V11 above and similar to results for 35-
Day FirstClass Mail SinglePiece Letters/Postcards, these data also show a decrease in
weekly service performance results foduly 11 through Septembr 4, 2020

As illustrated by Table V5 and Figure V10 above, the3-5-Day singlepiece FirstClass Malil

Flatsweekly results declined significantly during the window ofJuly 11 through September

4, 2020,compared to the same period in FY 2019. Fduly 11 through September 4, 2020

OEEO AAOACI OUBO xAAEI U OABPDR®O" BOADAQOAAOOWB8OE
weekly results averaged 77.9 percent ottime during the same period in FY 2019, which is

a 25.2 percent decline year over year. Moreovhkr OEEO AAOQOACIT OUB O AOAOACA
declined by 14.1 percent compared to the weeks preceding implementation of the late and

extra trips policy. Just prior to implementation (May 30 through July 10, 2020), this

AAOACT OUB O x AAE] 1L paded anitinieOwhiBhivAs®6 Gekcantage points

higher than the weeks under scrutiny.
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As illustrated by Table V5 and Figure V11 above, the originentered Outside County

Periodicals weekly results declined significantly during the window ofluly 11through

September 4, 2020compared to the same period in FY 2019. Notably, fduly 11 through

September 4,2026 OEEO AAOQOACT OUB8O xAAE]l U-timdBOI 60 AOAO
AT T OOAOOh OEEO AAOACI OUBO x Atntedudngind éadé OO AOAO
DAOET A ET &9 c¢mpwh xEEAE EO A cuvsy DAOAAT O AA
average weekly results also declined by 11.6 percent compared to the weeks preceding
implementation of the late and extra trips policy. Just prior to implementation (May 30

OEOI OCE *O1l U pmh ¢m¢ngh OEEO AAOACHn@2Udmich x AAE]
was 8.0 percentage points higher than the weeks under scrutiny.

When compared to the same period in FY 2019, the level of decline was more poanced

in particular Districts. Below, Table V6 displays average weekly service performance

results for the Baltimore, Central Pennsylvania, Caribbean, Los Angeles, Louisiana, Seattle,
and Northern New Jersey Districts foduly 11 through September 4, 220, compared to
results from the same period in FY 2019.

Table \/6
District-Level Average Weekly Service Performance Results
During Late and Extra Trips Policy (July 11, 2(&&ptember 4, 2020)
Compared to Same Period in FY 2019

3-5-Day FirstClass MaiBingle | 3-5-Day singlepiece First Outside County Periodicals

Piece Letters/Postcards Class Mail Flats
FY . FY FY . FY FY .
(0] (0] [0)
FY 20191 5020 A DIt | 5019 | 2020 | PP | 2010 | 2020 | %Pt
Baltimore | 883 | 51.9 | -41.2% | 75.1 | 423 | -43.7% | 771 | 47.7 | -38.1%
Centrall o555 | 563 | 37.8% | 80.1 | 57.3 | -28.5% | 81.8 | 59.9 | -26.8%
Pennsylvar

Caribbean| 82.1 47.7 -41.9% 70.7 | 38.23 | -459% | 91.4 58.6 -35.9%

Los Angeles 89.3 59.0 -33.9% 78.5 459 | -41.5% | 78.3 33.8 -56.8%

Louisiana| 85.5 66.9 -21.8% 74.7 547 | -26.8% | 82.9 44.3 -46.6%

Seattle| 88.3 66.7 -24.5% 75.5 599 | -20.7% | 85.2 66.8 -21.6%

Northern
New Jersey

87.9 68.0 -22.6% 74.6 52.0 | -30.3% | 75.7 62.7 -17.2%

Notes: Purposive, or selective, sampling was used to select asgossn of Districts from across the nation. The Postal Serviceteegata
for a week running from Saturday to Frideyg> G KS 6881 o0S3aAyyAy3 { I Gdz2NRI&3 WdzZ & wmmI Hnanun FYyR
/ 2dzy i@ t SNRA 2 RA CByIGaSENBNS ThduiiEa AGRRS 2/ NeRdB/AlYe t SNRA 2 RAOI £ &4 dé

Source: Docket No. ACR2019, Supiley i I | wSaLl2yas G2 /Lw b2d oxX 9EOSt TFA(S a/ LwdodhOi dH
5A40NROGdE
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Results from Table V6 above, show that at the District level, service performance results
for some categories were nearly 57 percerlbwer than the same period in FY 2019. The
Commission views the significant divergence from the same period during the prior fiscal
year as demonstrative of the compounded effect of the COVID pandemic and the
implementation of the late and extra trips mlicy.

In addition, the Commission also compared these results against averages for the weeks
prior to the policy implementation. Below, Table V7 displays average weekly service
performance results for the Baltimore, Central Pennsylvania, Caribbean, LAsgeles,
Louisiana, Seattle, and Northern New Jersey Districts fduly 11 through September 4,
2020, compared to results for May 30 through July 10, 2020.

Table \/7
District-Level Average Weekly Service Performance Results
During Late and Extra Trips Rty (July 1&September 4, 2020)
Compared to Preceding Period (May @uly 10, 2020)

3-5-Day FirstClass Mail Single 3-5-Day singlepiece FirstClass : S
Piece Letters/Postcards Mail Flats QB Rl Faer S
Policy % Policy % Policy %

Preceding | During Diff Preceding | During Diff Preceding | During Diff
Baltimore 73.5 51.9 -29.4% 72.6 42.3 -41.7% 64.7 47.7 -26.3%
Central 82.3 56.3 | -31.6% 78.9 57.3 | -27.4% 71.1 50.9 | -15.8%
Pennsylvania
Caribbean 64.7 47.7 -26.3% 54.1 38.23 | -29.3% 65 58.6 -9.8%
Los Angeles 72 59 -18.1% 56.5 45.9 -18.8% 48.5 33.8 -30.3%
Louisiana 80.2 66.9 -16.6% 67.7 54.7 -19.2% 56.7 44.3 -21.9%
Seattle 83.2 66.7 -19.8% 70 59.9 -14.4% 77.8 66.8 -14.1%
Northern 74.5 68 8.7% 60.1 52 | -13.5% 63.9 627 | -1.9%
New Jersey

Notes: Purpsive, or selective, sampling was used to select a gesson of Districts from across the nation. The Postal Service reports data

for a week running from Saturday to Fridayg, the week beginning Saturday, July 11, 2020 and ending on Friday, g0 0 ® & 5 dzNA y 3

t2f A08¢é NBFSNE (G2 GKS F@SNI3IS 4SS1te NBadzZ & F2N WdeeeRly rasuts farK N2 dzZa K { S|
ale on GKNRBAAK Wdz & MnI HAHANO GdnerddOMEide Coug Rizjodicals.t SNA 2 RA OF f aé¢ NBFSNRA 03

{2dNDSY 520180 b2d |/ whamdps {dzlJX SYSyidtt wSallyasS 21 % ANA DRéd loysR 9O
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Table A7 above, shows a significant decline in average service performance resufser

OEA DPiTEAUBO AT AAOI AT 68 &1 O ET OOAT AAh AOAOACA
more than 25 percent for the three categories,-5-Day FirstClass Mail SingléPiece

Letters/Postcards, 35-Day singlepiece FirstClass Mail Flats, and ogin-entered Outside

County Periodicals, compared to weeks prior to implementation. Because the pandemic

was ongoing during all of the weeks under consideration, the Commission views these

declines as suggestive of the impact of the late and extra trips .

The Postal Service explains that the decline in service performance results due to the late

AT A AGOOA OOEDPO PiI1EAU EI |l OOOOAOAO OOEA EIDPI O
operations, coupled with effective communication and message sattion, at the time that

AT U OOAE AEEI OO0 OF AAEAOA OI OOAT OPI OOAOQET I
No. 11, question 11.a. Similarly, the OIG observed deficiencies in communicating the policy

to the field during July and August 2020, notinghat changes were largely communicated

orally and inconsistently across the natior?>” Following the issuance of a preliminary

injunction, 258 on September 21, 2020, the Postal Service management disseminated written
clarification to address confusion about ovetime, hiring, retail hours, collection boxes, late

and extra trips, mail processing, and Election Map?

On August 31, 2020, the Postal Service reported to the United States Senate Committee on
Homeland Security and Governmental Affairs and the United $¢s House of
2ADOAOAT OAOEOAO #1 11 EOOCAA 11 |/ OAOOECEO AT A 2A

2570IG Report No. 2014-R21 at 8. Multiple federal courts that issued preliminajyrnictions relating to the late and extra trips policy heard

testimony from Postal Service executives asserting that elimination of late and extra trips was aspirational rather thatonyiamalvever,

documents and testimony reflect that many Postal Serviorkers received a different messa@ee, e.g., Jones v. United States Postal,Serv.

b2® Hwn /A@Bd cpmc 6xalZ HAHN 2[ pcHTANHE G fFp 6{ o5 o okdondictifgSLIG ® HMZI HJ
signals or confusion, at$h @SNE t S &ad (GKI G RAFFSNBydG tz2adlt {SNBAOS SyLi 28853 dzyRS
extra trips policy)Vote Forward v. DeJoMo. Civ. A. No. 2405 (EGS), 2020 WL 5763869, a7*®.D.C. Sept. 28, 2020) (reviewiing

contents of numerous communications disseminated to many Postal Service workers).

2580n September 17, 2020, the first nationwide preliminary injunction was issued requiring the Postal Service to discontgémuenitagon or
enforcement of the change®tthe late and extra trips policy announced in July 2@&@&Washington v. Trum@No. 1:26C\VV03127%SAB, 2020

WL 5568557, at *® (E.D. Wash. Sept. 17, 2020). Several other federal courts also issued similar preliminary injunctions on related claims in
late September through October 2028ee Jones v. United States Postal SEpe.20 Civ. 6516 (VM), 2020 WL 5627002, at228S.D.N.Y.

Sept. 21, 2020)prder clarified No. 20 Civ. 6516 (VM), 2020 WL 6554904 (S.D.N.Y. Sept. 20N@2Mork v. Trumo. 20C\i2340 (EGS),

2020 WL 5763775, at *1, 13 (D.D.C. Sept. 27, 208y clarified No. 20C\V2340(EGS), 2020 WL 6572675 (D.D.C. Oct. 22, 2020);
Commonwealth of Penn. v. Dej@jiv. A. No. 28096, 2020 WL 5763553, at *2,-43 (E.D. Pa. Sept. 28,20); Vote Forward v. DeJo€iv. A.

No. 262405 (EGS), 2020 WL 5763869, at *1, 13 (D.D.C. Sept. 28,N&t®ial Ass'n for Advancement of Colored People v. United States
Postal SeryNo. 20C\¢2295(EGS), 2020 WL 5995032, at *1, 14 (D.D.C. Oct. 10, @@fécement grantedNo. 20C\2295 (EGS), 2020 WL
6441317 (D.D.C. Oct. 27, 2020). The Postal Service initially appealed these cases; however, the courts granted th@ RoSt&l Qei  dzy 2 LIJLJ2 & SR
voluntary motions to dismiss its appeaee, e.gNationd Ass'n for Advancement of Colored People v. United States PostaN8e205375,

ECF Document #1884707, at 1 (D.C. Cir. Feb. 10, 2021).

259 Seeletter from the United States Department of Justice (counsel for defendants) to the Honorable Victor Maegtember 25, 2020 (DOJ
September 25, 2020 Lettedones v. United States Postal Sepuite 20 Civ. 6516 (VM), ECF Document #58 (describing that the Postal Service
issued a clarifying operational instructions memorandum, attached as Exhibit 4, on $ept2in 2021); Memorandum from Chief Retail and
Delivery and Chief Logistics and Processing Operations to Officers, PCES [Postal Career Executive Service], and PggrBa@thfgimag
Operational Instructions, September 21, 2020, ECF Documert #58rifying Operational Instructions Mem.).
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Ei POT OET ¢ AT A OOOA E O 269 hel PGskall Sérflice Gommitke@io 11 OEIT A8
releasing service performance data on a weekly basis through the end of CY 202G~
Letter at 2.

The Postal Service continued to release public statements that service performance results
Ai1OET OAA Oi EiDOi OA OEOI OCE 3ADPOAI ARO pph cm
AAEAOET ¢ O OEA 01 O0OA1 3AAADBRABOtheA@BrO&ET ¢ OO0A
xAREAT Ah OEA 01 OOAI 3AOOEAA OADPI OOAA AAAI EI
system from the holiday weekend which was quickly addressed but not before it had some

Ei PAAO 11 OAOOEAZRFa& hefgiowny webkAtde PAsaICBArdioe

reported improvement for USPS Marketing Mail and Periodicals as well as slight declines in
First-Class Mail service performance, which the Postal Service partially attributed to issues

x EOE 00 O£«lads Mél gdng Broudtihe Great Lakes and Chicago Surface Transfer

#A1 OAO6 AT A OAPiI OOAA OEA AADPI T UI ATl BFirtee OODDT O
last week of FY 2020, the Postal Service reported improvement for Fir€lass Mail and

USPS Marketing Mail, as well as ght declines in Periodicals service performancé?

Because of the importance of all mail products making their scheduled transportation, the
Postal Service states that it will continue to focus on adhering to its transportation
schedules and improving ortime departures, while remaining consistent with applicable
federal court mandates?65

(2) ESAS Initiative

In addition, the Postal Service piloted the ESAS Initiative from July 25, 2020 through August
18, 2020 at 384 facilities nationwide.SeeOIG Report No. 2014-R21 at 7. This was
conducted as a pilot to determine if carrier operations could be changed to reduce
unearned overtime 266 SeeResponse to CIR No. 1, question 18.a. The Postal Service

260| etter from Postmaster General Louis DeJoy to the Honorable Ron Johnson, the Honorable Catherine B. Maloney, the Hop@able Ga
Peters, and the Honorable James R. Comer, August 31, 2020, at 1, avaitdtps:dabout.usps.com/newsroom/global/pdf/083honorable
carolynmaloneycongressionabriefingtrans-servperf-updates.pdiPMG Letter).

261 United States Postal Service, Postal News, USPS Service Performance Continues Upward Trend, September 18bR020, avail
https://about.usps.com/newsroom/nationakeleases/2020/0914ispsserviceperformancecontinuesupwardtrend.pdf United States Postal
Service, Postal News, USPS Service Performance Continues to Show Uptick Through Labor Day Weekend, Seji2tzaril@bl at
https://about.usps.com/newsroom/nationakleases/2020/091&ispsserviceperformancecontinuesuptick-throughlabor-day-weekend. pdf

262United States Postal Service, Postal News, The U.S. Postal Service Issues New Performance RejéeefonitSeptember 12th
Consistent with Performance Metrics Following a Federal Holiday, September 24, 2020, available at
https://about.usps.com/newsroom/nationakleases/2020/0924ispsserviceperformanceupdate.pdf

263 United States Postal Service, Rods$tiews, The U.S. Postal Service Issues New Service Performance Report for the Week of September 19th,
October 1, 2020, at 1, availablehdtps://about.usps.com/newsroom/nationakleases/2020/1004Lispsissuesnew-serviceperformance
report.pdf

264 United States Postal Service, Postal News, USPS Issues New Service Performance Report for the Week of September 26th, Qktober 8, 202
available ahttps://about.usps.com/newsroom/nationakleases/2020/100&ispsissuesnew-serviceperformancereport-for-the-weekof-sept
26.pdf

265 | jprary Reference USIFS20H (0 t 5C -Fiv20f POBINS T i ORM@réfiRe).> ¢ | G n

266 Unearned overtime refers to overtime approved in advance based on workload.
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delayed volume and Last Mile Impact increased during the ESAS Initiatiwgempared to the
baseline.Seead. question 18.b. The ESAS Initiativevas suspended effective August 18,

2020.267

3) O0$1 )OO .ix &9 300AOACEAOS
The late and exta trips policy and the ESAS Initiative coincided with other operational o
ET EOEAOEOAO ET Al OAAA ET OEA Os%$1T YO .1x &9 300

intended to achieve an estimated savings of 64 million workhours, included changes such
as eliminating pre-tour overtime in city delivery operations, eliminating certain mail
processing operations on Saturday, and aligning clerk workhours to workload. OIG Report
No. 21-014-R21 at 7, Appendix B at 222. These initiatives were generated from and
exeated by operations executives and were discussed at an introductory meeting with the
new Postmaster General on July 7, 2020. OIG Report No-(A4-R21 at 7.

Similar to the issues regarding late and extra trips summarized above in Section V.A.2.c.i.,

the Postal Service takes issue with characterizations of these efforts as new, as requiring

the elimination of overtime, or as intended to delay service performanc®8 The Postal

SAOOEAA AOOAOOO OEAO EO EAO O1 AAOGidkd yebrs: OET EI A
performing 44 initiatives in FY 2017, 53 initiatives in FY 2018, and 35 initiatives in FY

2019, respectively. OIG Report No. 2014-R21, Appendix E at 25. The Postal Service states

Or OYEA Os$1 )OO .1 x8 EIT EOE AG@eEctibkdas griddnt OAAA OAAOQE
management practices focused on day to day operational discipline to ensure that
x| OEET OO0 AOA AAOOAO Al ECT AA O 1 AEl O11 Oi AdOs

With regard to overtime, the Postal Service maintains:

TobecAAOh OEAOA EAOA AAAT 11 AEAT CAO OI + OF
overtime policy. The Postal Service's consistent practice in the

past is to use justified and approved overtime hours where

needed to deliver the mail on time, and that practice has

continued. Managment therefore seeks to ensure that the

overtime policy is being followed in the normal course of

business, such as the effort discussed by the OIG concerning-pre

tour overtime.

Response to CIR No. 1, question 18.seeResponse to CHIR No. 16, questisd.a., 5.d.

267]d. question 18.g. The OIG reports that the ESAS Initiatageschedled to run July 25, 2020 through August 28, 2020, but that the
Postmaster General suspended it 10 days early due to concerns with the scale and impact of site se&clilih Report No. 2014-R21 at 7;
see alsdresponse to CHIR No. 16, question 5dentifying the ESAS Initiative as a practice related to overtime cutbacks suspended by the
Postmaster General on or about August 21, 2020).

268 SeeResponse to CIR No. 1, question 18.a.; Response to CHIR No. 11, question 12.a.; OIG Rejid4-Ra124t 89, Appendix E at 26.
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A4EA 01 OOAI 3AOOEAA OAPI OOAA OI EOO /)' OEAO O
300AO0ACEAOGGYh EZ POI PAOI U EI DI Al AT OAAR OET OI A
Ol AEOEAO AT EAT AA OEA 0 inéethgdervitelecels pAAimpDoved £AE A E
OAOOEAA8G6 [ )-014-R2A Bppendix E dt 3. Aithough the implementation of the

O0s$1 YO .1 x &9 300AOACEAOGS AT ET AEAAA xEOE OEA
ABOET ¢ *O1I U AT A 1 OcéeUwdis nptrayarehof aByrefavlisifed 0 T OOA |
correlation or causation between those ordinary efforts to reduce overtime and a decrease
inon-OET A PAOA&EI Ol ATAA 8 8 8 86 2A0PT T OA O #() 2

The Postal Service does not report piloting or formdl U OOOAUET ¢ OEA EiI PAAO
I x &9 300AOACEAOGSe 11 -AOEAO s$1 1 ETAT O OAOOGEAA
during their implementation. SeeOIG Report No. 24014-R21 at 89; Response to CIR No. 1,

guestion 18.a., 18.b. Due to this lack of sty and other coincident events, the actual impact

I £ OEAOGA 031 YO .1 x &9 300AOACEAOGSe 11 -AOEAO
remains unclear.SeeResponse to CHIR No. 11, questions 1112.a.; Response to CIR No. 1,
guestions 17.c., 18.b. Generallyt appears that the Postal Service attributes the decline in

service performance observed after July 10, 2020 to unintended effects of the late and extra

trips policy and the COVIB19 pandemic.SeeResponse to CHIR No. 11, questions 11.a.

12.a.; Respons#éo CIR No. 1, questions 17.c., 18.b. The Postal Service indicates that staffing

OET OOACAO ET 11T AAOQOEIT O AOA O OEA PAT AAI EA OI
reports suggesting that the Postal Service was implementing broad policy changes that

might compromise its ability to deliver Election Mail for the coming November 2020

Al AACET 1806 2A0PTTOA O #()2 .18 peh NOAOOEIT I
regarding late and extra trips summarized above in Section V.A.2.csupra,

miscommunication (oral and inconsistent nationwide rollout) likely exacerbated the lack of

clarity. SeeResponse to CHIR No. 11, question 12.a., 12.b.; OIG Report. N0121R21 at 8,

Appendix E at 26.

The Commission has reviewed the opinion of the OIG concerningthd OOAT 3 AOOEAAGC
deployment of the late and extra trips policy at the same time as multiple other operational

L A 2 s oAz o

ET EQOEAOEOAO | OEA uvyx O$I1 )sspendekESADnitatDe) A OACEAOS
OOAOQET ¢ Ofr xYEEI A OEAOA E ImBn& Add&Ebdeh Signifidarh, A OO A E Al
launching all of these efforts at once, in addition to the changes instituted by the

01T 60i AGOGAO ' AT AOAT h EAA A OECI EZEAAT O EiI PAAO
014-R21 at 8. The OIG recommended that Postal Sewimanagement suspend ongoing and

additional cost-reduction initiatives until after the end of the election and holiday mailing

season as well as after completing service performance impact analyskks.at 3. Generally,

OEA 01 OOAI 3 AO0OE Adhto dilerdkelag ilnpadtiarllysis Gniady/trategic

ET EOEAOEOAO OEAO EO AAAI O 1 E Hddppend@E atP8A OA OECIT

AEA #1171 EOOETT EAO OAEAT EIT OI AT 1 OEAAOAOEIT O
opinion was overbroad and would needlessly hinder the ability of Postal Service

management to increase efficiency and reduce cos8eeOIG Report No. 20014-R21,

Appendix E at 27. While the Postal Service admits that the late and extra trips policy

contributed to unintenti onal and temporary declines in service performance, the Postal
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Service also argues that the OIG combined multiple initiatives without examining their
individual impact and that extensive analysis may be unnecessary or overly burdensome

for isolated costcutting initiatives. SeeResponse to CHIR No. 11, question 12.a.; OIG Report
No. 21-:014-R21, Appendix E at 27. Although the Postal Service management objected to the

/)"0 ACCOACAOAA AOAI OAOEIT 1T &£ OEAOA EdEOEAOE
AO PAOO 1T &£/ OEA Os$1T )OO .1x &9 3O00OAOACEAOS AT A
i x &9 3O00OAOACEAOGCGe i1 OAOOEAA DPAOA& Oi AT AA OAO

implementation. SeeOIG Report No. 21014-R21 at 89; Response to CIR No. 1, quést

18.a., 18.b. Thus, the resulting inability of the Postal Service to respond to inquiries

OACAOAET ¢ OEA AAOOAI EiIi PAAO 11 OAOOEAA PAOAEN O
appears to be attributable to this lack of studySeeResponse to CHIR No. 1guestion 12.a.;

Response to CIR No. 1, question 18.b. For the separate ESAS Initiative discussed above in

Section V.A.2.c.2supra, which was conducted as a pilot to reduce overtime at a limited

number of sites and suspended after less than 1 month, bo#iverage weekly delayed

volume and Last Mile Impact increased during the ESAS Initiative compared to the
baseline.SeeResponse to CIR No. 1, question 18Tmn the extent practicable, the Commission
encourages the Postal Service to expand its use of pilograms to better understand the

impacts that costreduction initiatives may have on service performance results.
d. Political Mail, Election Mail, and Census Mail

During the COVIDP19 pandemic and the operational changes described above, the Postal
Service abo strived to prioritize delivery of Political Mail, Election Mail, and Census Mail.
The postelection reports released by the Postal Service and its OIG detail the additional
resources devote@d such as extra transportation and overtime and extraordinary

measures taken by the Postal Service to deliver Political Mail and Election Mail for the 2020
General Election and the two ruroff elections for the United States Senate in Georgia held
on January 5, 202289 Because the ACD pertains to FY 2020 (October 1, 20through
September 30, 2020), this discussion is focused on events occurring during that timeframe,
although some events of FY 2021 Quarter 1 are described for additional context.

November 3, 2020 was the date of the General Election for federal offiee®resident, Vice
President, and United States Congressand many state and local officesSeePostal Bulletin
No0.22539 at 4. For purposes of Postal Service reporting, this occurred during FY 2021
Quarter 1. In FY 2020, por to the General Election, the stees held primary and runoff
elections from February 3, 2020 through September 15, 202439 Additionally, the Census
Bureau collected data for the 2020 Census from March 12, 2020 through October 15,
2020.271

2¢KS t2adlft {SNPAOS daSa GKS GSNY aSEGNI 2NRAYEFNE YSI| & ENBESE LIBR ANBSRS NJ
KIyRtAy3as SEGNI RStAGSNASEAzZ | yR aLls C)V;éfféctiveﬂc(:bliedzmézmseeﬁéIﬁuany ORR§OSNT 1S G KS
2 /1 Lw b2d c3Z [[dSadA2y MmMPOdPT t5C FAELS GOEGNI 2NRAYI NBE aSladiNBa aSys:
270 State Primary Election Dates (listing dates of state primaries, runoffs andgmgalgreference primaries, as postponed due to CEMP

Mynwn | Syadza hLISNI GA2ylf ! RedadyYSyida 6ftAadAy3 RIGSE FONY.GKS / Syada
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Political Mail, Election Mail, and Census Mail areohdistinct Postal Service products;

ET OOAAANR

OEAOA EOAI O AOA OAT O6-CesHdilgndOEPE 01 OOA

Marketing Mail products272 The Postal Service works with mailers to ensure that Election
Mail bears the Official Election Maildgo and that Political Mail receives a red tagfJ3 The
Postal Service works closely with the Census Bureau to ensure that items mailed by the
Census Bureau and respondents have Intelligent Mail barcodes for tracking purpos8ge
Postal BulletinNo. 22541 at41.

Below, Table V8 displays monthly Census Volumes during FY 2020.

Table V8
Decennial Census Mail Volumes by Month, FY 2020
FirstClass FirstClass Malil . , Every Door Direct
Quarter I Mail (Outgoing) (Incoming) BT MET Mailt Retail e
Oct. 2019 0 0 0 9,763,007 9,763,007
Q1 Nov. 2019 0 0 0 7,800,023 7,800,023
Dec. 2019 0 0 0 9,175,439 9,175,439
Jan. 2020 0 0 0 8,568,613 8,568,613
Q2 Feb. 2020 0 0 117,229 12,590,366 12,707,595
Mar. 2020 348,764,914 6,577,832 0 20,285,909 375,628,655
Apr. 2020 123,885,875 6,579,117 0 420,000 130,884,992
Q3 May 2020 48,300,484 4,133,653 0 1,717,794 54,151,931
June 2020 13,768,094 822,353 0 2,301,920 16,892,367
July 2020 38,538,423 332,842 0 1,822,667 40,693,932
Q4 Aug. 2020 0 339,382 0 2,254,349 2,593,731
Sept. 2020 30,727,119 628,876 0 0 31,355,995
Total 603,984,909 19,414,055 117,229 76,700,087 700,216,280
b23S48Y dahdzia2zay3¢ NBFSNER (2 YAt &aSyd o6& (KS / Syadza aldeNBIl dzal YR aLy O3
Competitive product.
{ 2dzNOSY CSoNHzZENE n wS&aLRyasS (2 /1 Lw b2d c3 |jdzSaidAazy mnE 9EOSt FAfS «

As shown in Table W8 above, most of the Census Mail using Fir€llass Mail for FY 2020
was mailed in March through May2020. Nearly 90 percent of the Census Mail using Every
Door Direct Mailk Retail in FY 2020 was mailed during Quarters 1 and 2 (October 2019
through March 2020). More than half of all Census Mail was sent during March 2020, which
coincided with the declaraion of a national emergency concerning the COWI®
pandemic.

212 SeePostal BulletilNo. 22539 at 4; United States Postah@ee, Postal BulletiiNo. 22541, March 12, 2020, at 41, available at
https://about.usps.com/postabulletin/2020/pb22541/pb22541.pdPostal BulletiiNo. 22541).

273 SeePostal BulletifNo. 22539 at 4see alsdJnited States Postal Service, Election Maijlable at
https://about.usps.com/what/governmenservices/electiommail/welcome.htm United States Postal Service, Political Mail, available at
https://www.usps.com/business/politicahail.htm.
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During FY 2020, the Postal Service delivered approximately 417 million Election Mail
pieces, 1.93 billion Political Mail pieces, and 700 million Decennial Census Mail pie€és.

Below, Figure V12 displays Political Mail and Election Mail volumes by month, for October
2019 through November 2020 (which includes all of FY 2020 and the first 2 months of FY
2021 Quarter 1).

Figure V12
Political Mail and Election Mail, by Month,
October 201g¢Novembea 2020
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Note: Election mail volume was approximately 4 million pieces in November 2019; approximately 10 million pieces in Dé&dmber 2
approximately 10 miltin in March 2020; and approximately 0.9 million in November 2020.

As illustrated by Figure V12 above, the vast majority of Political Mail and Election Mail, 2.1
billion and 123 million pieces, respectively, was delivered in October 2020 (the first
quarter of FY 2021)275 Within FY 2020, the greatest volume was delivered in September

214 SeeFebruary 4 Response to CHIR No. 6, question 10, Excél S& & C, HAnHn t 9a +2f dzZYSoEf 4E¢ YR 458508y
C, HNoOEf aE®E

755eeC SO NHzF NB n wSalLlyasS (2 /1 Lw b2d ¢33 [[dSadAz2zy mns 9EOSt FAtS 4C, Hr
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20207 approximately 674 million Political Mail pieces and 110 million Election Mail
pieces.ld.

Below, Table V9 compares Political Mail and Election Mail volumes for FY 2016 drirY
2020: leading up to the General Elections of November 2016 and November 2020,
respectively.

Table V9
Political Mail and Election Mail, FY 2016 and FY 2020

Mail Volume (in Billions) FY 2016 FY 2020
Political Mail 1.080 1.930
Election Malil 0.192 0417

Total 1.272 2.347

Source: Response to CIR No. 1, question 19.c.

As shown by Table W9 above, FY 2020 Political Mail and Election Mail volume nearly
doubled from the levels observed in FY 2016.

Prior to the 2020 elections, the Postal Service did n@bmplete a study and/or analysis of

the expected impact of Political Mail and Election Mail on Market Dominant service
performance.SeeFebruary 4Response to CHIR No. 6, question 11Tde Postal Service

Aopl AET O OEAO Al OET OCREI EOAQAT AOAROEAAOGAO ADDT O

%l AAOEIT -AEI h OOEA 01 OOAI 3A0O0OEAA EAO EEOOI O
I £ AATTT OO AO T AAAOOAOU A A @AThe Podtal JevideAl 1T AAAO
A@b1 AE [tjdese@ohsiver©not previously formalized in writing due in part to the

T AAA Al O 1 1 A.AHe Poslal A@\icA dsseifsGhdt@aveloped formal written

T AGETT Al bDPI AT O ET 3APOAI AAO AT A 1 AOT AAO crnem
the fact thatmany jurisdictions and voters were using the mail to vote for the first time, .
AT A OEA ET AOAAOAA AOOAW.OEITT 11 OEA 01 O6A1T 3AO

The Postal Service addsthat®AT CACAfr AyYy ET AgOAT OEOA bpi AT TETC
preparedness in advance of the 220 primary elections and made adjustments leading into

the [G]eneral [E]lection to address areas of opportunity and anticipated increases in

%l AAOGETT -1AEEAODT ODABO3AOOEAA Al AAT dudslO OEAO
updating and issuing sandard operating procedures, staneup talks, and other guidance

documents, as well as holding trainings and conducting webinars to discuss best practices

AT A ATii11T1T EOOOAOhIMAITTC T OEAO OEET ¢cO86

On August 18, 2020, the Postmaster General reiteratedkh 01T OOAT 3 AOOEAAZO OA
and qommitment to deli~v§ring El_ectiqn Ma}il, and stgtgd'that on C\)ctob\er 1, 202~O,‘th~e qutal o o
3AOOEAA x1T O A OAT CACA OOAT AAU OAOT OOAAO ET Al
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transportation, to satisfy any unforeseen demh A2& ddditionally, on August 21, 2020, the

Postal Service Board of Governors established a bipartisan Election Mail Committee to

I OAOOGAA OEA 01 OO0AT 3 ADGERpHES Gl ith©d T £ OEA |
Postmaster General expanded the Postal SefvA 6 QexifityAlection Mail Task Force to

include leaders of the four major postal unions and the leaders of management associations

Ol OAOGEAx OEA 0P®O0AI 3AOOEAAS8O DI Al 08

As described above in Section V.A.2.cdupra multiple preliminary injunctio ns were

issued by federal courts against the Postal Service in September and October 2020. On

September 21, 2020, the United States District Court for the Southern District of New York

issued a preliminary injunction requiring the Postal Service to develop guidance

memorandum concerning its treatment of Election Mai7® On September 21 and 25, 2020,
respectively, Postal Service management disseminated two written memoranda across the

nation clarifying its operational instructions concerning its treatment d Election Mail and

describing the additional resources that the Postal Service would dedicate to delivery of

Election Mail beginning on October 1, 202e8°- | OAT 6Ao0h OEA 01 OO0AT 3A00
use of extraordinary measures beyond [its] normal operdf | T 06 OOAE AO OAGDPAAL
EAT AT ET¢ch AgOOA AAI EOAOEAOh AT A OPAAEAI PDPEAEOD
effective October 26, 2020SeeExtraordinary Measures Mem. at 2.

The Postal Service developed a postection analysis, as detailed dew. The Postal Service
reports that ballots were delivered faster than FirstClass Mail in October 202081
Specifically, in October 2020 the average delivery time for completed ballots returned by
voters was 1.6 days, the average delivery time for sendifmallots to voters was 2.1 days,
and the average delivery time for FirstClass Mail was 2.5 day$ostal Service PosElection
Report at 19.The Postal Service estimates that 97.9 percent of ballots mailed from voters
to election officials were delivered wthin 3 days, and 99.7 percent of ballots mailed from
voters to election officials were delivered within 5 daysld. Further detail about the

276 United States Postal Service, Postal News, Postmaster General Louis DedogrBtategust 18, 2020, available at
https://about.usps.com/newsroom/nationakleases/2020/081§ostmastergeneratiouisdejoy-statement. pdf

277United States Postal Service, Postal News, USPS Board of Governors Announces Bipartisan Election Mail Sogusitiie,2020,
available ahttps://about.usps.com/newsroom/nationakleases/2020/082-bog-announcesbipartisanelectionmail-committee.pdf

2 yAGSR {GFdSa t2adlf {SNWAOS: t2aiGlt bSeasz { ldctivBmabnask Faog, Ly | dz3 dzNI €
September 3, 2020, availableldtps://about.usps.com/newsroom/nationakleases/2020/090&ispsstatementon-electionmail-task-force-
meeting.pdf

29 Jones v. United States Postal Sé¥e. 20 Civ. 6516 (VM), 2020 WL 5627002, at*26 { ®5 db d, & { SLIWi® HmMZI HAHAO 06t €
LINEF2dzyR 'yR (NRdzofAy3 t1 01 2F &Gl yRINRA FYR dzyAF2N¥AGE gAGK NB3IFNR

280D0OJ September 25, 2020 Lettdones v. United States Postal Servie 20 Civ. 651¢/M), ECF Document #58 (describing that the Postal
Service issued the memoranda, attached as Exhibits 4 and 5, on September 21 and 25, 2020); Clarifying OperationabklMgmaction
Memorandum from Chief Retail and Delivery and Chief Logistics and Sirac@perations to Officers, PCES [Postal Career Executive Service],
and Pay Band Managers, Additional Resources for Election Mail Beginning October 1, September 25, 2020, ECF DesyAaditisBal
Resources Mem.).

281Jnited States Postal Service, 20285t9 f SOG A2y ! yI f @8&aA&Y 5SSt ABSNAYy3a GKS bliAa2yQa 9f SOGAz2
2021, at 19, available &ttps://about.usps.com/newsroom/nationakeleases/2021/usps_postelectionanalysisl2221_georgia.pdfPostal
Service PosElection Report).
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extraordinary measures taken by the Postal Service to deliver Political Mail and Election
Mail for the 2020 GeneraElection and the two runoff elections for the United States
Senate in Georgia held on January 5, 2021, is available at
https://about.usps.com/newsroom/nationatreleases/2021/usps_postelectionanalysis12-
21 georgia.pdf

Further, the OIG conducted unanounced site visits in October 2020 as well as daily

announced site visits during the week of the General Election throughout the nati@# The

/)y &£ O A OEAO AOOEIT ¢ OEA ¢m¢m ' AT AOAI %l AAOE
processing of Election Mail . ., significantly improving timeliness over the 2018 midterm

Al AAGET 1T AOGAT xEOE OECI EZEAAT Ol U ET AOAAOGAA 0OI
Report No. 20318-R21 at 1, 8. The OIG observed that the Postal Service took immediate

corrective actions to address the delays and compliance issues identified by the Ol at

1, 4, 8. The OIG provided a number of recommendations for the Postal Service to: identify

the reasons for why some ballots using FulBervice IMb were excluded from measurement,

educate state and local election officials, improve internal communication of Election Malil

processes and policies, enhance monitoring of local compliance with such processes and

policies, and conduct a posetlection analysisld.at 5, 1617. The OIG als observed

international Election Mail operations at ISCs during the General Election and the Georgia

Senate runoff election and will issue a separate report of its findingdd. at 1.

The Postal Service indicates that some nellection Mail USPS Marketig Mail volumes

may have incurred delays as a result of this prioritization of Election Mail; however, the

Postal Service is unable to quantify this effeceeResponse to CHIR No. 3, question 22.c.

Additionally, in discussing decreases experienced in 2020 compared to FY 2019 oftime

service performance for FirstClass Mail in the Northeast Area, the Postal Service states

OEAO OEA AAAOAAOGAOG AOA PAOOGEAI T U AOOOEAOOAAI A
[that] increased exponentially this year,as well as increased volume related to the

$SAAAT T EAP4AER ©O0@0A1T 3A00EAA Agbl AET O OEAO Of A
volumes, coupled with decreased employee availability, led to competing goals of finalizing

mail on time and gettingitonA 1 EIi EOAA OOAT OPT OOAOEISEe 1 AOx 1T OE
Response to CIR No. 1, question 20.a., 20.c. The Postal Service does not quantify the costs

that it incurred in FY 2020 to perform this public duty.

In addition, the Commission notes that the OIG cemmended that in the future, the Postal
Service begin conducting poselection reviews to identify lessons learned for use as a
reference in future elections. OIG Report No. 2818-R21 at 5.The Commission concurs with
this recommendation and also recommds that the Postal Service begin conducting post
election reviews following future elections.

282United States Postal Service, Office of Inspector General, Report 1848HP1, Service Performance of Election and Political Mail During
the November 2020 General Election, March 5, 2021;4t7, available atttps://www.uspsoiggov/sites/default/files/documendibrary-
files/2021/20318R21.pdfOIG Report No. 2818-R21).

283| jbrary Reference USFS20H b T2t RSNJ a! NBF wSLR2NIiazé t5C FAES Gb2NIKSEHad tw/ C,
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e.  Corporate Restructuring and Strategic Planning

On August 7, 2020, the Postmaster General announced a restructuring of the Postal
3AOOEAAG O £E A leddquar@ Drttdisiinto Greéldord buginess units: (1)

Retail and Delivery Operations, (2) Logistics and Processing Operations, and (3) Commerce

and Business Solutiong8 The Postal Service is also working to develop a new strategic

plan and evaluate itsservice performance targetsSeerY 2020 ACR at 390.

4EA 01T OOAT 3AOOEAASO AT OBl OAOA OAOOOOAOOOET ¢
separating service performancerelated functions between retail and delivery versus

processing and logisticsSedd. at 39. The Postal Service explains that the legacy structure
decentralized planning and executive functions across 7 Areas and 67 DistricBee

Response to CIR No. 1, question 9a.The new separate Logistics and Processing

Operations unit, whidh consists of the Eastern and Western Regions, will focus on efficient
processing and transportation so as to deliver items within the applicable service standard.

Library Reference USPEY20-29, Preface at 3. The new separate Retail and Delivery

Operations unit, which consists of the Atlantic, Central, Southern, and WesteRacific

Areas, will oversee acceptance and delivery of mail and packagkek.The Postal Service

illustrates the geographic organization of each unit on pages 17 and 18 of tRestal
SOOEAAGO &9 c¢mnegmn !'11 OA1 o0AOA&I Oi ATAA 2APT OON E
are in progress?ss

The Postal Service asserts that restructuring Logistics and Processing Operations to be a

separate unit from Retail and Delivery Operations will leado improved service

performance results.SeeResponse to CIR No. 1, question 9ta.The Postal Service asserts

that this new structure streamlines the legacy structure, eliminates different

implementation strategies across the field, and improves the spdeand consistency of

communication and accountability.See~Y 2020 ACR at 39; Response to CIR No. 1, question

9.a-b. In response to an inquiry regarding quantitative support for these assertions, the

01 OOAT 3A0O0OEAA OOAOAOG OilinedstEtlrdcarOEsBmekdndelodd T OO 1
expressed quantitatively, the above explanation relies fundamentally on management

EOACIi ATO AT A AGPAOEAT AA8o6 2-Ad0miPbsalSerdcbalse) 2 . 1 8
AOAOO OEAO OEEO 1T Ax 0RQOHADIOORO CLDEIEEODI OET LT 1 |
appropriate clarity, alignment, and saturation, regarding initiatives relating to

transportation, as well as collection, processing, transporting, and delivery of mail, and is

providing managers and employees wittA | AAOAO O1 AAOOOAT AET CO 1T £ xE
Response to CHIR No. 11, question 11.b.

284 United States Postal Service, Postal Néestmaster General Louis DeJoy Modifies Organizational Structure to Support USPS Mission,
August 7, 2020, available fattps://about.usps.com/newsroom/nationakeleases/2020/080-pmgmodifiesorganizationalstructure.htm
(August 7, 2020 PMG Statement)

285 SpeUnited States Postal Service, Postal News, U.S. Postal Service Announces Next Phase of Organizational Changes Be2120in August
March 3, 2021, available attps://about.usps.com/newsroom/nationaieleases/2021/030’&ispsannouncemextphaseof-organizationat
changesbegunin-august2020.pdf(announcing plans to consolidate the number of Districts from 67 to 50, centralize marketing functions, and
realign the new Logistics and Processing Operations unit).
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Under the new structure, all mail processing facilities antbcal transportation network

offices report to the Logistics and Processing Operations unf&ugust 7, 2020 RIG

3OAOAT AT 08 4EA 071 OO0Ophlecadlie brdadizatod el #neouedOEA O O
only in late FY 2020, no nationwide initiatives were developed, implemented, and/or

supervised by this new [Logistics and Processing Operations] operating unit in EYTT ¢ T8 0
Responseto CIR No. 1, question 10.c.

Within this Logistics and Processing Operations unit, and reporting to the Vice President of
Processing and Maintenance Operations, the Postal Service created a new Headquarters In
Plant Support Letter and Fl& Planning and Implementation group in FY 2021 Quarter 2.
Library Reference USPEY20-29, Preface at 3Response to CIR No. 1, question 11Ehe
Postal Service reports that this newly dedicated group is working to strategically stabilize

all letter- and flat-shaped products; create sitespecific, achievable operating plans; and
adjust reporting standards to identify the variance to the new sitespecific plans. Response

to CIR No. 1, question 11.a. The Postal Service reports that metrics associated witséh
plans will be developed.SeeFebruary 4 Response to CHIR No. 6, question 13.

The Postal Service also reports that its Board of Governors is developing a new strategic

AOGOET AOGO bPiI AT AAOGAA 11 EOO AgQAI ETAQEIT 1T &£ OEO
opportunities to improve both the reliability and predictability of service performance,

xEEIT A A1 O AT EATAET ¢ T DPAOAOGET T Al AmmEAEAT AU A
response to Commission inquiries, the Postal Service states that the elemeatshe plan,

associated metrics, stakeholder engagement, and publication timeframe remain under

deliberation. SeeResponse to CIR No. 1, question 14. The Postal Service explains that this
deliberation will also evaluate Market Dominant service performancéargets for FY 2021.

SeeFY 2020 ACR at 39. In response to Commission inquiries, the Postal Service states that

it plans to set achievable targets during the first few months of CY 2021 that reflect current

operating capabilities and conditions such as #n COVIB19 pandemic.SeeResponse to CIR

No. 1, question 13.

f. Comments and Related Commission Analysis

Comments specific to each class of mail are summarized and responded to below in Section
V.A.4. The comments (and reply comments, if applicable) that pam more generally to

events affecting service performance for all Market Dominant products in FY 2020 are
organized by topic, summarized, and responded to below.

FY 2020 service performance generalCl asserts that service performance for Market

Dominant products considerably lagged performance for Competitive productS&eeACl

Comments at 2. Frontiers of Freedom observes that the combination of the pandemic and

the elections led to unprecedented increases in the volumes of packages and certain mail.
SeeFrontiers of Freedom Comments at-R. NAPM also recognizes the extraordinary

AEAT T AT CAO POAOGAT OGAA AU OEA DPAT AAT EAn AOOh A
performance issues persisted prgpandemic as well. NAPM Comments at 7. Pitney Bowes
)AOAOOAO OEAOG Or Ayl O1 bOAARA Adhd oteltdd sekvicé £1 OAT AA 1
DAOA&I Oi AT AA AEAIT 1T AT CAO806 OEOT AU "1 xAO #1711 C

—
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AOOET AOGOGAO O0xAOA AGAODPAOAOAA OiF AET A OBEA 5303
AT T T AOAA DPAAEACAO806 3" % #1 O1 AET #1171 AT 00 AO ¢
COEAI T AE AEA T0EA T10AKOOAAN ABRLODAIEG | @ostdl Gefvicd 1 O AT |
2AD|U #1171 AT OO AO ¢8 4EA 01 OOAT 3A06dvikdd AAET T

performance targets in the past, and it is focused on improving performance in the future, N
AOGAT OET OCE OEA AEAI T Alicdkea T £ OEA DPAT AAT EA DA

The Public Representative acknowledges that the COVID pandemic had an immense

impact in FY 2020 and that these serious challenges will continue into FY 2021. PR

Comments at 612, 40. He observes that the following issues are of critical importance for

FY 2021: continuing to hire and train noncareer employees, efficient and effective

managemaent under the new corporate business units, mitigating threats to air and surface

contract transportation, continuing to leverage data tools to monitor service performance

failures, and establishing realistic service performance targetSeeid. at 40-42. Based on

EEO OAOEAxh EA TPETAO OEAO OEO APPAAOO OEAO O
performance issues seriously. In FY 2021, the Commission, like the Postal Service, should

be prepared to devote even more resources to service performan&e0 O (SAdD.aitx42.

4EA 01T OOAT 3AOOEAA CATAOAI 1T U AGCOAAOSeeEOE OEA
Postal Service Reply Comments at, 8, 10.

The Commission acknowledges that the pandemic exacerbated existing service

performance challengesEl O OEA 01 OOAI 3 AOOEAA8 4EA #11ii
AEOAOOOETT ET OEEO OAAOGEIT OAmEI AAO ACOAAI Al
and the Commission has taken these comments into account in formulating its
recommendations and directives.

EOC
O

Development of FY 2021 targetdAPM expresses concern about the Postal Service not
having established service performance targets for FY 2021 yet. NAPM Comments at 9. The
Postal Service responds that it has deferred doing so due to the unpredictabjliof COVID

19 impacts on employee availability, transit, and package volumeSeePostal Service Reply
Comments at 1213.

7EOE OACAOA Oi OEA 01 OOAT 3AOOEAAB8O AAI Au EI
targets, the Commission shares this commeAtO8 O AT T AAOT 8 /1 - AOAE ¢oh
Service published its 10Year Plan, which did not include FY 202&ervice performance

targets.286 Although the Commission acknowledges that the current environment is

complicated by external factors such as the omgng COVIB19 pandemic, the Commission

NOAOGOET 1O OEA 01 OOAI 3AOOEAABO OOOAOACU 1T &£ OA
after nearly half of FY 2021 has elapsed.

Communications with the mailing industryBased on the experiences of its memberS APM
recommends that the Postal Service enhance its ability to communicate with its industry

28 United States Postal Service, Delivering&merica: Our Vision and T-&fear Plan to Achieve Financial Sustainability and Service Excellence,
March 23, 2021, available https://about.usps.com/what/strategiglans/deliveringfor-america/assets/USPS_DeliverRgrAmerica.pdf
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partners regarding site-specific disruptions. NAPM Comments at 123. NAPM suggests
that the Postal Service enhance the Last Mile delivery scan data provided toilees to

s o~ oA A~ N

AT 1T £ZEOI OEA AAOOAT AATI EOGAOU AAOAR Al-dp OEAOAAU
communications to the addressedd.at9%-p m8 4 EA 01 OOAI 3 AOOEAA ATl O1
expansion of data reporting could be counterproductive, diverting aention and resources

AxAU £OI i 8 8 8 AAOGAITPEIC AT A EIi bl Al AT OET ¢ O

7.

The Commission notes thathe Postal Service has also indicated that it is evaluating the

OEAAEI EOU T £ pOT OEAEITn@ma Bt BcdvicédvéalOEABRT ADARDNDEQA
Response to CHIR No. 10, question 6Itie Commission commends the Postal Service for

undertaking this evaluation and encourages the Postal Service to engage meaningfully with

its stakeholders regarding this evaation. The Postal Service should also consider the
AAAOEAEI EOU T &£ .10-60 OOCCAOOETT O1 AT EATAA O
, AAE T £ AAOAET ET OEA 01 OOAI 3AOOEAAGO &9 o910
Performance PlanNAPM dso remarks on the lack of detail provided in the discussion of
OAOOGEAA pPAOME Oi ATAA ET OEA 071 OOAT 3AOOEAABO &

¢megp !'1T1TOA1T oAo& Oi ATAA 01 AT OACAOAET ¢ OEA oI
composite scores and the Disiptive Events Initiative. NAPM Comments at 8, 12. The Postal
SAOOEAA AEAOAAOAOEUAO AO OET Ai OOAAOGS .1!'0-80 A

Composite indicator may mean that the Postal Service plans to report its service

performance for all Market Domirant mail only as one composite measure. Postal Service
2ADPI U #1711 AT OO0 AO x8 3PAAEZAEAAI T UR OEA o1 OO0AI
Service cannot unilaterally eliminate reporting on the performance of individual Market

~ o~ A 2

requested additional detail on the Disruptive Events InitiativeSeead. at 7 n.24.

Additional detail was requested on both of these issue8? Consistent with past practice,
the Commission willpublish a separate analysis of the issues identified in the Postal o
SAOOEAABO &9 ¢mgm !'1T1T OA1 O0AOAE Oi AT AA 2APT OO A

Postal Service accountabilityAsserting that the ACD has not held the Postal Service

accountable for itsfailure to improve service performance, NPPC reiterates its
AEOACOAAI AT O xEOE OEA #I1 i1 EMasedrate dutbority EOEAOA x 1
proposal in Docket No. RM201-3. SeeNPPC Reply Comments at 5 n.5. NPPC expresses

hope that the Commission will impog rate penalties to hold the Postal Service accountable

for the lack of service quality Seed. at 5.

287Sed K I A NJY briffafich Rdqyedt No. 8, January 29, 2021, question 2 (inquiring regarding the planned changes to composite indicators);

I KEANYEFYQE LYF2N¥IGA2Yy wSljdzSad b2d mMnZ CSONHzZ NB nZ Hinformelion j dzSadA2ya
Request No. 15, February 11, 2021, questions 9, 11 (inquiring regarding the planned changes to composite indicatoraarsiahthe

Disruptive Events Initiative).

28See, e 520180 b2d !/ whnampI ! yIf &aAra ortdncelRepdrt andeFY 202G Perfodnbdde\P&S, Qudie 1C, H A MG
2020.
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With regard to the performance-based rate authorityproposal to which NPPC objected in

Docket No. RM20173, the Commission took into account the objeains lodged by NPPC

and others in determining to withdraw it. Order No. 5763 at 21, 15&6. The Commission

extensively reviewed suggestions to link service performance with rate authority, taking

into account the findings of Copenhagen Economicsto confrfdE A #1 1 I EOOETI 160 A
and measured approach to such actiorseead. at 175-77. A new proceeding has been

instituted to explore systemic issues related to maintaining higiguality service standards,

in conjunction with other priorities. 289 With regard to the use of the ACD to hold the Postal

Service accountable for service performance, at this juncture, the Commission finds that

continued consistent monitoring is the most productive Commission action to drive the

Postal Service to improve its service perfonance results and ensure accountability for

making improvements. The Commission reiterates that the Postal Service improved service
performance results for many categories during the prgpandemic period of FY 2020 from

the levels observed in the same peod in FY 2019. The directives in the FY 2020 ACD are

AEI AA AO T1TTEOI OETC OEA 01 OOAI 3AOOEAAGO OAAI
that any management initiatives that are reasonably foreseeable to impact service

performance results are studied pror to their implementation.

g. Commission Analysis of Overall FY 2020 Impacts and
FY2021 Outlook

The Commission reiterates its appreciation for the tremendous efforts of the frontline
Postal Service workers to provide continuous mail service to the nation ding the COVID
19 pandemic. Frontline Postal Service workers continue to perform essential services that
allow millions of Americans to minimize their exposure to COVIL9 by remaining at home.

As described above, the spread of the COVID pandemic in FY2020 and its effects,
particularly in Quarters 3 and 4, presented serious service performance challenges for the
Postal Service. The three primary challengesreduced employee availability, contract
transportation disruptions, and changes in the mail mix are likely to persist for some time
into FY 2021. In addition to responding to the pandemic, the Postal Service undertook
voluntary operational and structural changes in Quarter 4 of FY 2020. Moreover, the Postal
Service strived to prioritize delivery of Pditical Mail, Election Mail, and Census Mail
throughout FY 2020 and into FY 2021t is also evident that the Postal Service, as an
organization, understands the importance of prioritizing items sent for medical purposes
and continues its efforts to do s@

Each of these effects, which are discussed separately above, had significant impacts on
service performance. The Commission observes that the combination of all effects together
increased the extent and duration of the impact. The interconnectivity ohe mail network

is sensitive to internal and external disruptions. For instance, the Postal Service explains

289 SeeDocket No. RM2022, Advance Notice of Proposed Rulemaking Regarding Performance Incentive Mechanism, January 15, 2021 (Order
No. 5816).

2% SeefFebruary 4 Response to CHIR No. 6, questiosekbalsdIG Report No. 2875-R21 at 20 (describing the efforts of Postal Service
personnel to identify and prioritize any mailpiece that might contain medicine).
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OEAO AAOOAET OEI O OPIi 60066 ET 1TTA CAI COAPEEA A
facilities. SeeResponse to CIR No. 1, question 1.a. Thygpears to be particularly applicable

for transportation challenges. The Postal Service explains that operating plans allow little

margin of error: if air or surface transportation is more than 1 hour late, the mail is unlikely

to be delivered within its service standard, absent extraordinary efforts made by the

downstream facility and/or mail carrier. Sedd. question 3.a.;see alsd~Y 2019 ACD at 109.

Due to this interconnectivity, the Postal Service must take care to ensure that it thoroughly
examines he service performance impact of adapting operations to respond to the

challenges posed by COVHDI. The Commission has taken this into account with respect to
formulating its recommendations and directives.

The Postal Service is required to include instACR filing an explanation of why each service
performance target is not met and a plan describing the steps that have been or will be

taken to ensure that the product achieves the targeSee39 C.F.R. § 3055.2(hgee als®9

U.S.C. 8§ 3652(d), (epdditionally, the Postal Service must provide a more detailed analysis
regarding its failures to achieve stated goals for oiime delivery standards if the

Commission observed and commented upon the same matter in the ACD for the previous
fiscal year.See39 CF.R§3050.20(c).( | x AOAOh OEA o017 OOA1I 3AOOEAAS
lacked quantitative or qualitative support for its generalized assertions regarding the

impact of the COVIBL9 pandemic and the steps taken to restore service performancgee
FY2020 ACRit38tm8 .1 O AEA OEA 01 OOAI 3AOOEAABO &9
identified by OIG reports (such as the late and extra trips policy) as contributing to

declining service performance during FY 2020 or the status of many of the service
performance improvement plans identified by the Postal Service during Docket No.

ACR2019 (such as the STC redesign). To prompt the Postal Service to explain and quantify
the impact on service performance of issues identified by the Postal Service (such as the
pandemic), as well as to address issues identified by OIG reports (such as the late and extra
trips policy) and the status of many of the service performance improvement plans

identified during Docket No. ACR2019 (such as the STC redesign), approximately 90
guestions were posed by a CIR and multiple sets of CHIR5Although approximately half

of these questions were posed in the first half of January 2021 via CIR No. 1 and CHIR No. 1,
the responses to the CIR and the CHIRs generated folloyw questions.

Overall, mae information regarding the nature and extent of service performance issues
experienced in FY 2020 was obtained via responses to the CIR and the CHIRs than through
OEA 01 OOAIT 3 AOOE A%k Suppordirgy information is'néc@ssarzblalbw tGes
Commission to evaluate the assertions contained in the ACR. Not including supporting

291SeeCIR No. 1, questions2il; CHIR No. 1, questions@5 T/ KIF ANX I Yy Q& Moy Fraad\WNdticaiok Rlislg UnderjSdaf Jaduary

15,2021, questonsc 6/ I Lw b2d o0T / KIANNIFYQ& LYTF2NNIGA2Y wSljdSad -Hh2d p |y
CHIR No. 6, questions2D; CHIR No. 11, questions-1@; Chairmgf Q& LYy T2 NX I A2y wSljdz8&4d b2d mc YR b2iA
2021, questions-5.

292By way of examplayhen prompted to quantify the impact of reduced employee availability, the Postal Service provided pictures of line
graphs and an obsertian regarding 2 months of FY 20BkeResponse t€IR No. 1, question 1.b. This prompted the issuance of CHIR No. 6,
questions 1 and 2, which directly asked the Postal Service to identify the source and to provide the underlying dateeinspreBrseet. See
CHIR No. 6, questions 1, 2. These data were provided by the Postal Service on FebruanBée28Biuary Response t€HIR No. 6,

question 2.
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information in the ACR filing delayed this evaluation. Moreover, providing such
information in multiple filings makes it hard for the public to follow the docket and
understand the context of the situation that the Postal Service is experiencinbhe Postal
Service will need to be attentive to filing relevant quantitative and/or qualitative support for
its principal assertions with its FY 2021 ACR filingping so would impgrove regulatory
efficiency and transparency for the general public.

In terms of lessons learned from FY 2020, the Commission provides recommendations for
the Postal Service to pursue in FY 2021 regarding its workforce communications, corporate
restructuri ng, and customer outreach.

The Postal Service appears to recognize the importance of improving its communication of
expectations from the executive level to field managers and personnel across the nation.
SeeResponse to CHIR No. 11, question 11.a., 1Dt. %Y1 OOOET ¢ ADPDPOI POEAOA
AAOT OO0 1T PAOAOGEI T Oh AT OPI AA xEOQOE AZEARAGEROA Al i
critical foundation for the successful implementation of operational initiatives. The

Commission views written and widely disseminatel communication such as the

memoranda issued in September and October 2028 as positive developments that

contribute to uniting the efforts of Postal Service workers nationwideThe Commission

encourages the Postal Service to engage in such efforts befwdeduring implementation of

future initiatives.

The Postal Service views its corporate restructuring, announced during FY 2020 Quatrter 4,
as supporting these communication efforts. The Postal Service asserts that its corporate
restructuring should lead to improved service performance by establishing clear lines of
accountability, enhancing communication and oversight, and ensuring quicker
implementation of strategies and initiatives.SeeFY 2020 ACR at 39. However, in response
to inquiries, the Postal Sevice qualifies this assertion, clarifying that it does not intend to
specifically measure the success of the restructuring at achieving these goals and that the
aim of the restructuring is limited to improving corporate performance.SeeFebruary 4
Responseao CHIR No. 6, question 1o the extent that the Postal Service believes that
achieving these goals would improve service performartbhe, Commission recommends that
the Postal Servicdevelop metrics to evaluate how the corporate restructuring affestsch
achievement (such as monitoring the timeliness and consistency of communication between
the executive level, field managers, and personnel across the nation)

Under this new corporate structure, the Vice President of Processing and Maintenance
Operations will oversee the new Headquarters IfPlant Support Letter and Flat, Planning
and Implementation group.SeeResponse to CIR No. 1, question 11.a. This group was
configured, enabled, and became fully operational in FY 2021 QuarterSeed. The Postal
Service asserts that this newly dedicatedroup should lead to improved service
performance by: stabilizing all letter and flat-shaped products; creating siteby-site

2%3Seeid. questions 11.a., 12.a.

2% See, e.g Clarifying Operational Instructions Mem.; Additiones®urces Mem.; Extraordinary Measures Mem.
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specific, achievable operating plans; and adjusting reporting standards to identify a3A 8 O
deviation from the new site-specific operating plansSeeFY 2020 ACR at 39. However, in
response to inquiries, thePostal Service did not provide specific metrics to evaluate the
AEFEAAAU 1T £ OEEO COI ODbd Coedkdodryi4RE3poAsdto BAIE EAOET C
No. 6, question 13To maximize the positive impact of this group on service performance for
letter- and flat-shapedproducts the Commission recommends that the Postal Service develop
specific goals and a realistic timeframe for takirgpecific measureable steps for achievement
of those goals (such as developing and implementing-sftecific operating plans for certain
percentages of facilities by a certain datéds detailed in Chapter 6infra, the Commission

has recommended the Posil Service develop a plan to measure, track, and report on cost
and service issues for flashaped mail since the FY 2015 ACD.

At the same time as the Postal Service is undertaking internal changes, it also must respond
to substantial external disruptionsto its network, largely related to the ongoing COVI19
pandemic. The disruptions experienced in FY 2020 have persisted into FY 2021, which
underscores the need for the Postal Service to devote more resources to timely and
consistent communication with mal users. Timely and consistent communication

regarding disruptions with mail users represents another way for the Postal Service to
mitigate service performance impacts. The Commission recognizes that the Postal Service
has improved its efforts to alert sers to disruptions. Notably, the Postal Service has
developed a dedicated alerts webpage, which is available at
https://about.usps.com/newsroom/servicealerts. Further, the Postal Service has committed
to developing a dashboard combining regular status wgates on facility conditions with on
time data. Seehttps://federalnewsnetwork.com/agencyoversight/2021/02/usps-creating-
dashboardto-addressperformancedata-demands/ The Commission views these actions as
very positive steps and recommends that the Rb&ervice evaluate the efficacy of its
communication efforts and strive for improvement in terms of timeliness and consistency. In
order to assess the efficacy of its past communications and identify areas for improvement,
the Commission recommends thdtd Postal Service surveys stakeholders.

The Commission commends the Postal Service for having developed outreach efforts
specific to the needs of particular customers. For instance, the Postal Service has published
Coronavirus FAQs specific to the needd cesidential and business customers, which are
available athttps://faq.usps.com/s/article/USPSCoronavirusUpdatesfor-Residential
Customersand https://faq.usps.com/s/article/USPSCoronavirusUpdatesfor-Business
Customersrespectively. Notably, the Pstal Service holds weekly operational meetings to
update pharmaceutical customers on service conditions and process improvemengee
February 4 Response to CHIR No. 6, question 16lee Commission encourages the Postal
Service to continue and expand thesfforts.

The Commission has been attentive to the public perception that there have been delays in
unloading volumes at Postal Service facilities and has inquired as to the feasibility of the
Postal Service developing a dedicated metric as well as thess taken to abate these

delays and to inform affected customersSeeCIR No. 1, question 21. The Postal Service
responded that development would require partnering with the shipping industry.Seed.
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guestion 21.a. The Postal Service emphasizes thatstadlso attentive to abating such delays
via continuous yard checks to verify the mail is being unloaded timely and alerting industry
partners of disruptions. Seed. question 21.b., 21.cThe Commission recommends that the
Postal Service work with the shging industry to develop a dedicated metric to reduce such
delays.

h. Commission Directives

In FY 2020,more Market Dominant products failed to meet their service performance
targets than inany ofthe past 10 years29s Of the 22 Market Dominant products measied,
more than 77 percent (17 products) did not meet their targets in FY 202&eeFigure -1,
supra Moreover, FY 2020 service performance results for most Market Dominant products
(15 of the 22 measured Market Dominant productsyvere lower than in FY 2019 As a

result, more Market Dominant products posted resultsn FY 2020that are substantially
below their targets. This systemic decline in service performance results is troubling. As
described above, the COVHR9 pandemic was an external factocontributing to the decline
in service performanceto which the Postal Service has made reasonable efforts to respond.
The Commission will monitor these efforts through its classand product-specific

directives. The exact requirements of these directives are disssed in Sections V.A.4.a.6.,
b.6., c.6., d.6., and e.thfra.

With respect to factors undertaken voluntarily by the Postal Servicthat contributed to the
decline in service performance the Commission focuses on the late and extra trips policy
implemented in July and August 2020. The Postal Service admits that implementation of
the late and extra trips policy had a temporary and unintended impact on service
performance results2% Because this initiative concerns surface transit, it impacts products
amongall classes of Market Dominant mail.

As described in Section V.A.2.c.5ypra, comparing average weekly otftime service
performance results from July 11 through September 4, 2020 to the same period in FY
2019, 3-5-DayFirst-Class MailSingle-Piece Lettes/Postcards, a category of mail that has
been noncompliant since FY 2015, declined by 19.9 perce’ Additionally, when
comparing this period to the same period in FY 2019, average weekly bime service
performance results for 35-Day singlepieceFirst-Class MailFlats and originentered
Outside County Periodicals declined by 25.2 percent and 25.8 percent, respectivétly As
described in Section V.A.2.c.kupra, the level of decline was more pronounced at the
District level.

295 Compared-igure V1, with FY 2019 ACD at 92 Table$ ®nd W2; FY 2018 ACD at 128 Tablesahd V2; FY 2017 ACD at 97 Tablek &hd V
2; FY 2016 ACD at-9Q Tables M and V2; FY 2015 ACD at-98 Tables M and V2; FY 2014 ACD at-88 Tables M and V2; FY 2013 ACD at
104 Table \2, 108 Table A3, 112 Table \3, 114 Table ¥, 116 Table 38; Docket No. ACR201&nnual Compliance Determinati¢Revised

May 7, 2013), May 7, 2013, at 52 Tabl€Vb4 Table Vi5 and V6, 57 Table V8, 59 Table V9, 62 Table V11; FY 2011 ACD at-82 Figures
VI through V17, 7475 Figures V18 through W21, 79 Table W (FY 2011 ACD); FY 2010 ACD at 60 TadlemdIVi2, 61 Table V3, 65

Table 46, 67, 69 Tabl¥+8, 70 Table Va.

2% SeeResponse to CHIR No. 11, questions 11.a., 12.a.; August 24, 2020 PMG Statement; Response to CIR No. 1, questionsErta.; Respon
CHIR No. 16, question 3.a., 3.b.; OIG Report N612R21, Appendix E at 26.

27Docket No. ACRROD S { dzLJLI SYSy ittt wSalLleyas$S G2 /Lw b2d oxX 9EOSt TA(S &/ Lwdo dh
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The gap betweenthe P@AT 3 AOOEAA | AT ACAiI A1 660 AobpAAOAOQEI
service performance results is concerning. The lack of advance study or analysis on the

service performance impact likely contributed to this gap between the Postal Service

i AT ACAIT AT Otwrs anl d®aktdabipact on service performance results in FY

2020. The late and extra trips policy was implemented based on the judgment of Postal

Service management, without conducting a pilot or performing a servigeerformance

impact analysis in adwance.SeeResponse to CIR No. 1, question 17.b. Nor did the Postal

Service management consider how such impact might differ from their expectations due to

other coincident factors such as COVHD9 and the (thenimpending) 2020 General
Election.SeeRespon® to CIR No. 1, questions 17:47.e. The Postal Service did not revisit

the business judgments of its executivedue to these coincident factorsand implemented

the changes at a particularly difficult time: with the pandemic causing widespread staffing

shortages, stress on the transportation network, and surges in labeantensive package

volumes. Moreover, the late and extra trips policy was implemented at a time of increased

DOAI EA AOOAT OEIT AT A &£ AOO 11 -rédichon idiia@é&Al 3 A00
as well as its efforts to prioritize increasing amounts of Election Mail.

Although the Postal Service asserts that the decline caused by the late and extra trips policy
was unintended and temporary, the Commission remains concerned that thejgbetween

the expected and actual impact of management initiatives could potentially reoccur in FY
¢megp8 'O T AOGAOOGAA AAT OGAh OEA o071 OOAI 3A0OOEAAGO
on one aspect can compound impacts on other aspects. Further, Aese the Postal Service

is still facing challenges resultingrom the COVID19 pandemic, the need for the Postal
Service to engage in careful study before taking action is magnified with respect to

restoring service performance in FY 2021indeed, serviceperformance for FY 2021

Quarter 1 appears to have worsened for many categories. Notably in FY 2021 Quarter 1,
national on-time results for 3-5-Day FirstClass Mail SingléPiece Letters/Postcards were

54.8 percent298 FY 2021 Quarter 1, national oftime results for origin-entered Outside

County Periodicals were 59.0 percemt?® FY 2021 Quarter 1, national ostime results for 3-
5-Day First-Class Mail Flats were 55.9 percerf?

The Commission recognizes that extensive prienplementation analysis may not be

necessay for every routine isolated operational effort that is not reasonably foreseeable to

impact service performancesresults( | x AOAOh AO &9 ¢ne¢mdO 1 AOA AT
demonstrated, it is highly problematic for the Postal Service to commence initias that

are reasonably foreseeable to impact service performance results without undertaking any

advance study or analysis of the service performance impa@&ecause the Commission is

concerned with reoccurrencehe Postal Service is directed to file tvithe Commission a

2% United States Postal Service, FY 2021 Quarter 1 Ser\{jce Performance Measurement Data, February 9, 2021, available at R .
https://www.prc.gov/dockets/aiarterly-performanc& 9 EOSt FAt S a{tC/ [/ wumm {O2NBa wSLR2NIDEf AaEX$
FY 2021 Q1 SPM Data).

2t 250t {SNBAOS C, Hnum vm {ta 5FLidls 9EOSt FTAtS &4t SNA2RAOLt& [/ HMMm
30 postal Service FY 2021 Q1 SPMBataOSt FAE S aC/ Cflida umm {O2NBaA wSLRNIGEf AEZé G(lo &
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service performance impact analysis for initiatives that aptganned for implementation on or
before the issuance of the next ACD (March 29, 2622nd arereasonably foreseeable to
impact service performance results. The analysis shelffiled in Docket No. ACR2026soon
as practicable, but at least 30 days prior tmplementation302

The keystone of this directive is reasonableness. It is intended to support rather than
hinder the actions of Postal Service management to optimize effocy, reduce costs, and
restore service performance. The filing shall be made if the impact on service performance
results is sufficiently likely to occur that a person of ordinary prudence would take it into
account in reaching a decision to implement th initiative. At a minimum, the filing shall
identify the relevant areas of concern related to service performance results and contain
supporting quantitative and/or qualitative analysis (rather than mere conclusions)
proportionate to areas of the concernln circumstances that involve the aggregation of
numerous small initiatives aimed at a common goal and are reasonably foreseeable to
impact service performance results, such analysis may be provided in the aggregate rather
than for each and every underlyng initiative. The Commission views this directive as a
remedy for a potentially systemic disconnect that has contributed to declining service
performance results in FY 2020 and will reevaluate the necessity of continuing this
directive no later than the rext ACD which will be issued by March 29, 2022.

3. FY 2020 Service Performance Measurement
Systems

The Postal Service began reporting service performance results for most Market Dominant
products in the third quarter of FY 2011. Since then, the Postal Serdid O | AAOOOAT Al
systems have evolved. Below, Figure-13 identifies the systems used by the Postal Service
during FY 2020 to measure service performance for Market Dominant products. The

#1 11 EQOET 1 ovo OEA A& 111 xET C AtdligéniMail O AT A AA
AAOAT AAho ) - - Al O O)1 6AOT AGETT Al - AEI -AAOGGO
AT A 2APT 00 ETQ 3UOOAIT he AT A )1 OAOT Al 30- A O O
3UOOAI 8¢

301 The exact issuance date of the FY 2021 ACD may be a few days earlier, if the Postal Service opts to file its FY 2@2thagkhearl
deadline. See39 U.S.C. §8652(a), 3653(b); 39 C.F.R. 3050.21(a).

¢ KAA RANBOGAGS A& aSLINIGS FNRBY G(GKS NBIjdZANBYSyYyd Klvicesthat®ilt 2adrf { S
generally affect service on a nationwide or stalpdially nationwide basis], within a reasonable time prior to the effective date of such proposal,

G2 GKS tz2aiGlt wS3dAFG2NE /2YYAaarzy NBI e&SHL). VhysHirettiye comRl@iedieratier 2 LAY A 2Y
than replaces theequirements of 39 U.S.C3861 and 39 C.F.Rart 3020. This directive does not apply retroactively to the proposal pending

before the Commission in Docket No. N2a@2the Commission will pursue information related to this proposal through the discovery

processes of 39 C.F.R. part 3020.
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Figure V13
Service Performance Measurement Systems, FY 2020
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Notes:

*In FY 2020, the Postal Service used an external system similar to IMMS to measure the Green Card. FY 2020 Service Rafarmain24. The
Green Card refers to the hard copy option of Return Receipt, an Ancillary Service that proddasesof delivery. Docket No. P126190rder
Granting Request and Approving Use of Internal Service Performance Measurement System, July 1, 2020, at 2 n.7 (OrdeBNect%d 6 FY
2021, the Postal Service may use Internal SPM data to repoitsésuthe Green Card. Order No. 5576 at 10.

** The Commission approved the transfer of pareK | LISR Ly o62dzy R [ SGGSNIt2ad {YFtft tlIO1S8Ga |
the Competitive product list, effective January 1, 2020 (P20 ZQuarter 2). Order No. 5372 at 16. Before the transfer, actual census data served a
proxy to measure service performance. Docket No. ACR2019, Library ReferendeYd9P$ Y t 5 C -wFdh £{SS NGIA, Obp t S NF 2 N
(FY 2019 Service Pemnance Report).

Source: Library Reference USP@0H (b t 5 C -uFdh faSS 6K Ri2f 2 3A S48 wWSLR NI PLIRFE 6C, Hnwun af
Report at 2225; Docket No. P12018, Library Reference USEBPI20191/1, May 21,2019, PDEf S & A {t a-[wdBt fpliy mepSpaIR
(May 20, 2019 Postal Service SPM Plan).
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a. Internal Service Performance Measurement System
(Internal SPM)

Effective in FY 2019 Quarter 1, the Postal Service began to Uisieernal SPM to generate
data toreport service performance results ofproducts within domestic First-Class Mail,
Periodicals, USPS Marketing Mail, and Package Servig#\ccordingly, service
performance results for these mailpieces are comparable for FY 2019 and FY 2020.

Internal SPM dvides measurement into the following three independent segments. First
Mile, which applies only to singlepiece FirstClass Mail, measures the time between
collection and the first processing operationFY 2020 Methodologies Report at 1; Order No.
4697 at17-19. Processing Duration measures the time between the first processing
operation and the last processing operatiod® Last Mile measures the time between the
last processing operation and final deliveryFY 2020 Methodologies Report at 1; Order No.
4697 at 17-19.

The Commission requires the Postal Service to continue its external auditing program and
file quarterly audit reports regarding Internal SPM.SeeOrder No. 4697 at 67. The Postal
Service reports that COVIEL9 affected only one of the 29 audit ma&sures Audit Measure
11> largely caused by the need to use imputed data in an increasing number of Districts to
replace the declining volume observed for FirsClass Mail Flat§% The Postal Service
acknowledges that Audit Measure 11 will remain difficult toachieve until sufficient First
Class Malil Flats volume is sent to each District and expects that as volume returns to-pre
COVID19 levels, fewer Districts will require imputed data.SeeFY 2020 Q3 Postal Service
Audit Response at 4; FY 2020 Q4 Postal Sieer Audit Response at 4.

303 SeeDocket No. P12014, Order Approving Use of Internal Measurements Systems, July 5, 20181%t2AT, 6667 (Order No. 4697); Docket
No. PI2014L, Errata to Order No. 4697, August 21, 2018 (Order No. 4771); F¥/2@aologies Report at kee alsdocket No. PI2018,
Order Conditionally Approving Modifications to Market Dominant Service Performance Measurement Systems, November 5, @018.(Ord
4872). The measurement systems used prior to FY 2019 are dis@ushed-Y 2019 ACD. FY 2019 ACD-8892

304FY 2020 Methodologies Report at 1. Mailpieces for which the first processing scan is the same event as the last pracessindgsc
included in measurement of Processing Duration. Order No. 4697 at 19 n.40.

305 SeeResponse to CIR No. 1, question 8.a. When sampling targets are not met for a given sampling group on a given day, engnéted dat

used.ld. Imputed data are statistically valid data from a similar sampling group or a larger geographic leedibeauditor determines

compliance with Audit Measure 11, which assesses the reliability of Last Mile data, by comparing the percentage of ingpbteDidtict for

each sampling group for Last Mile Measureméitited States Postal Service, Transmittatdrefor FY 2020 Q3 Audit Report, Audit Response,

F'yR aSIadaNBRk! yYSI adiNBR +2fdzyrSa wSLRZ2 NI ! dz3 dzed (FY202 Q8 AudirREport);5 C FAf S
United States Postal Service, Transmittal Letter for FY 2020 Q4 Audit,Replit Response, and Measured/Unmeasured Volumes Report,
b2@3SYOSNI onZ HAHNZ t5C FAL S-23(EY,2020 QAuditRe&rt). & =1 € ARF GA2Y OLIRFZE G HH

a (
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b. Product Tracking and Reporting System (PTR)

The Postal Service measures service performance for parcels using PTR, a system that

records all scan events captured from USPS Marketing Mail Parcels, BPM Parcels, and

Media Mail/Library Mail with a trackable service feature. FY 2020 Methodologies Report at

15.PTR is based on ovethe-counter and delivery confirmation scans of retail products, as

xAl 1T AO AAOAT AA OAAT O T £ PAOAAT O OEPDR OOEI EUA
uses the scan data to track a package from acceptance (stdme-clock) through delivery
(stop-the-clock). SeeDocket No. ACR2016, February 17 Response to CHIR No. 16, question

3. The Postal Service states thafOVID19 did not impact the accuracy, reliabity, or

representativeness of PTR, which is a censimsed measurement system. Response to CIR

No. 1, question 8.a.

C. International Mail Measurement System (IMMS)

IMMS measures the domestic leg of transit time for international Firs€lass Mail using test
mailpieces.SeeFY 2020 Methodologies Report at 8. IMMS measures the time between the
domestic collection or delivery point and the outbound or inbound International Service
Center (ISC), whichever is applicabl&ee idat 10-11; May 20, 2019 Postal Servie SPM

Plan at 30, 50The Postal Service is not aware of any impact of COVID to the accuracy,
reliability, or representativeness of IMMS, which was designed and operated by an
independent third-party vendor. Response to CIR No. 1, question 8.a.

FY 2020was the final year for IMMS; Internal SPM will replace IMMS in FY 20X8eeFY

2020 Methodologies Report at 8From FY 2019 Quarter 3 through FY 2020 Quarter 4, the
Postal Service used the external IMMS and Internal SPM systems in parallel, although IMMS
remained the system used for reporting purposes for both of these fiscal yea®. After

finding that the Postal Service had satisfied all relevant Commission directives, the
Commission grantedthed | OOAT 3 AO0OOEAA8O OANOAOGO aét- OADPI 00
Class Mail Outbound SingkPiece International and Inbound Letter Post based on data
generated from Internal SPM, beginning in FY 202%eeOrder No. 5576 at 10. The FY 2021
ACR must explain any significant service performance discrepancies betweeretimternal

SPM versus the legacy systems, and propose a method of comparing Internal SPM versus
legacy service performance data, where appropriat&eed. at 11.

306 Docket No. ACR2016, Responses of the United States Postal Service to QuestodsZ23 of Ch A NI y Q& Ly T2NXIF A2y wSl| dzS
February 17, 2017, question 3 (Docket No. ACR2016, February 17 Response to CHIR No. 16).

307 SeeOrder No. 5576 at 5, 10; United States Postal Service, Transmittal Letter for FY 2020 Q3 Service Performance MeasarefugntsbDat
10, 2020, at 2; United States Postal Service, Transmittal Letter for FY 2020 Q4 Service Performance Measurement Data9 NeQ20n D F
FAES ! {t{w/ 208SN] SGGSNWvdzk NIit SNFWYC, HangpvndLIRTFIE i HO
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Observing that certain ISCs were not consistently using the correct sort plan for inbound
mailpieces, the external auditor observed measureable increases in compliance from FY
2019 Quarter 3 to FY 2020 Quarter Seed. at 6. The Commission ordered the Postal
Service to continue including these products in its external auditing program and inatle
validation metrics and analysis specific to these products in its quarterly audit reportSee
id. at 10-11. However, the external auditor observed that the noiwompliance reoccurred
during FY 2020 Quarters 3 and 4: only three of the five ISC procesgifacilities (60
percent) ran the sort plan on at least 70 percent of the days in the fiscal quarter (64 or
more days)308 The Postal Service reported that it reissued Standard Work Instructions,
continued to monitor compliance through headquarters and Are&lational Operations
Control Centers, and was able to identify and address specific pinch points at two 1S&=e
FY 2020 Q3 Postal Service Audit Response at 8; FY 2020 Q4 Postal Service Audit Response
at’7.

d. Intelligent Mail Barcode (IMb)

In Quarter 3 of FY2011, the Postal Service began using IMbs to measure service
performance for USPS Marketing Mail, Periodicals, BPM Flats, and some Fiistss Mail
products. Full-Service IMb generates Informed Visibility (IV) electronic scan data that can
be used to tra&k mailpieces as they pass through automated scan operatio#s.

Below, Figure \f14 displays the percentage of mailpieces measured by FH8ervice IMb
since FY2018.

308 SeefFY 2020 Q3 Audit Report at 36 (discussingautmevement of audit measure 27); FY 2020 Q4 Audit Report-a736ame).

309 SeeUnited States Postal Service, Mailing Standards of the United States Postal Service, Domestic Mail Manual, Janua§ 247.2020Q,
(DMM).
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Figure V14
Nationwide Market Dominant Mail Measured by FuBervice IMb,
by Percentage, bQuarter,
FY 2018FY 2020
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Package Services

Note:BPM Flats is the only Package Services product measured using IMb; the remaining Package Services products are meB3iRed using
FY 2020 Service Performance Report a2Q9

Source: Response to CHIR No. 1, questiob8dket No. ACR2019, Response to CHIR No. 3, question 21; Docket No. ACR2018, January 11
Response to CHIR No. 1, question@8cket No. ACR2018, Library Reference ¥SR842, December 29, 2018; FY 2018 through FY 2020
United States Postal Servi@aiartely Service Performance RepofgstClass Mail, USPS Marketing Mail (formerly known as Standard Mail),
Periodicals, and Package Service Scores Reports, availbtifesatwww.prc.gov/dockets/quarterlyperformance

As illustrated by Figure V14 above the percentage of mailpieces measured by IMb has
remained relatively consistent since FY 2018. The Commission observes a decrease in the
percent of BPM Flats measured by IMb. In particular, the percent of BPM Flats measured by
Full Service IMb was approximately 8 percent for FY 2020 Quarter 4, whereas it was
approximately 16 percent for the same period in FY 2019. The Commission will continue to
monitor trends in Full-Service IMb measurement.

Generally, the more mailpieces that are measured, the more re@ntative, accurate, and
reliable such measurements will be. The Commission continues to monitor mailpieces
excluded from measuremengl0 Among other things, the Postal Service must provide
regular, detailed information concerning mailpieces included and exeded from
measurement, as well as the reasons for exclusiGH.

310See, e.g.FY 2015 ACD at-992; FY2016 ACD at 9689; FY 2017 ACD at 108; FY 2018 ACD at 138; FY 2019 ACD at-261.

311 SeeDocket No. P120t6, Order Enhancing Service Performance Reporting Requirements and Closing Docket, August 26, 2846, at 28
(Order No. 3490).
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Below, Table V10 displays the percentage of mail in measurement, the percentage of mail
entered as FullService IMb and included in measurement, and the percentage of mail
entered as FuliSewice IMb and excluded from measurement since FY 2018.

Table V10
Mail in Measurement and Excluded from Measurement, by Percentage,
FY 2018FY 2020

Percentage of Mail Percentage of Mail
Percentage of Mail in Entered at FuliService Entered as FulBervice
Class/Product(s) Measurement IMb Prices ad Included in| IMb, but Excluded from
Measurement Measurement
FY FY FY FY FY FY FY FY FY

2018 | 2019 | 2020 2018 2019 2020 2018 | 2019 | 2020

FirstClass Mail
Presorted ¢, 14| 67.83 | 65.05 | 74.00 | 73.75 | 71.95 | 26.00 | 26.25| 28.05
Letters/Postcards*
Flats| 56.05 | 58.14 | 56.00 | 69.02 | 70.51 | 66.50 | 30.98 | 29.49  33.50
USPS Marketing Mdil
High Density anc
Saturation Letters
High Density and ;o0 | 27 4> | 3882 | 68.09 | 65.64 63.92 | 31.91  34.36 36.08
Saturation Flats/Parcel
Carrier Route 73.21 | 71.19 | 72.78 | 76.86 | 74.70 | 75.41 | 23.14 | 2530 | 2459
Letters| 75.98 | 73.90 | 75.93 | 82.81 | 80.12 | 81.83 | 17.19  19.88 | 18.17
Flats| 64.62 | 64.55| 65.73 | 76.78 | 7552 | 7545 | 23.22 | 24.48 | 2455
Ever{ﬂgﬁerZ'{aeif 63.80 6278  60.57 Not Applicable
Parcels| 50.88 | 53.01 | 52.22 Data Not Available

Tl e Mar,\'jgi'ln 69.23 | 67.44 | 69.09 | 81.20 | 78.63 | 80.00 | 18.80 | 21.37  20.00

7559 | 73.35| 76.70 | 80.76 | 77.99 | 79.87 | 19.24 | 22.01 | 20.13

Periodicals

In-County| 9.94 | 11.00 | 9.83

Outside County 62.02 | 59.68 | 61.03
Package Services

Bound Printed Matter

Flats

Data Not Available

13.96 | 13.59 | 12.43 | 4553 | 49.37 | 48.05 | 54.47 | 50.63 | 51.95

Notes: The formula for the percentage of mail in measurement is mail that is measured / total mail. The formula for theageroémail
entered atFullService IMb prices and included in measurement isFervice IMb mail measured / total F&ervice IMb mail. The formula
for the percentage of mail entered as F8krvice IMb and excluded from measurement is-&eivice IMb mail excluded from n®aement
/ total FulkService IMb mail.

* Due to a software issue experienced by a large mailer, impacted volumes eCkisstMail Presorted Letters/Postcards and USPS
Marketing Mail entered at Fulbervice IMb prices were excluded from measurementir2619 Quarter 1. Docket No. ACR2019, Responses
of the United States Postal Serviceto Questions 12 F / K ANX Iy Qa LYy F2NXI GA2y wSljdzSaid b2d mox CS

Source: Response to CHIR No. 1, question 35; Docket No. ACR2019, RegpbitReNo. 3, question 22; Docket No. ACR2018, January 11
Response to CHIR No. 1, question 50.
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As illustrated by Table W10 above, for some products mail exclusions have slightly
increased and percent of mail in measurement has slightly decreased whemggared to FY
2019. The Commission will continue to monitor trends in measurement and the reasons for
exclusions.

Below, Figure V15 displays the top two reasons that a mailpiece was excluded from
measurement in FY 2020 and the corresponding percentagesy feach class of mail.
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Figure V15
Reasons for Mailpiece Exclusions, by Percentage, by Quarter, FY 2020

Invalid Entry Point for Discount Claimed:
Entry Point for Entry Discount claimed in eDoc* is
invalid for the entry point and destination of the mail

*Package Services:
Q110.11% Q28.12% Q37.28% Q45.48%
\

Long Haul: mail verified at a Detached Mail Unit, then
transported by the Postal Service to a mail processing facility
in a differentdistrict than the Detached Mail Unit

® First-Class Mail:
Q128.62% Q231.76% Q337.42% Q437.70%

A 4

No Piece Scan: No automation scan observed for the mailpiece

* USPS Marketing Mail:
Q128.51% Q231.01% Q327.36% Q429.41%

e Periodicals:
Q153.27% Q251.44% Q354.04% Q452.62%

* Package Services:
Q174.11% Q279.68% Q377.18% Q485.11%

No Start-the-Clock: Lack of a container unload scan or inability to identify the
Facility Access and Shipment Tracking appointment associated with the container

e First-Class Mail:
Q134.29% Q229.92% Q329.32% Q433.65%

* USPS Marketing Mail:
Q128.62% Q231.76% Q337.42% Q437.70%

e Periodicals:
Q115.20% Q213.83% Q314.36% Q4 16.86%

Notes: The reference point for the percentages is the subset of mailpieces excluded from measurement.

F 685206 NBTFSNE (2 3669 t oSN yO0y (5h2A0yday SiyKi& (Lazeayi 38 &ad+ GSYSyd FyR jdzk €A
order to participate in Fuiervice IMb. United States Postal Servaestal Pro: Electronic Documentation (eDaggilable at
https://postalpro.usps.com/maitig/edoc

Source: United States Eostal Service, Quarterly Service Performance Report, Quarter 4, Novemper 9, 3020, Excel file R
a! GGl OK! yOEOt dzaA2ywSlI a2y . NBIF {R26YyYC, HAYvndEf AEZE G0 G9EOfdzAA2yas ot
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As illustrated by Figure \A15 above the most common reason for mailpiece exclusion for

5303 - AOEAQEIT C - AEIl xAilR#0ARAEOGA A EEBIAEAA AG.OI0OO3 G
Postal Service lacks a container unload scan or is unable to identify the Facility Access and

Shipmert Tracking (FAST) appointment associated with the containe®? The Postal

Service excludes these mailpieces from measurement because the Postal Service cannot

determine when the measuring process should begin without an initial scan or an

identified FAST appointment. SeeFY 2019 ACD at 10@1.

ForFirst#1 AOO - AET h OEA 1100 AiiiiTl OADPI OOAA OAAO
Start-the-#1 1 AE6 ET &9 ¢negn 10A00A0 p O1 O3 1 ¢ (AOI
QiTc (AB1 6 1TAADOOO x EtADetabhed MalEUnd®MWY & tradshatedEE A A

by the Postal Service to a mail processing facility in a different District than the DMId.

The Postal Servicexcludes these mailpieces from measurement because this type of

operational failure results in a lbss of visibility of the mailpiece SeeFY 2015 ACD at 10D2.

This shift in the reported reason for exclusion may indicate that more Firs€lass
mailpieces traveled greater distances via surface transportation for processing. The likely
cause stems fronthe impact of COVIBL9 on air travel. The Postal Service stated that
COVID19 effectively decreased the capacity for mail normally transported via air
transportation. SeeResponse to CIR No. 1, question 3.a. Due to reduced air capacity,
mailpieces that woudd typically travel via air shifted to surface transportation to reach their
next processing operationSee id.

For Periodicals and Package Servicabe most common reason for mailpiece exclusion was
reportedtobeO. T OEAAA 3AAT hd wibrEafids schnAsolisére@d ferthd1T T 1 A
mailpiece 314 The Postal Service excludes these mailpieces from measurement due to

incomplete data.SeeFY 2019 ACD at 101.

32postal S@BA OS vn { SNBAOS t SNF2N¥I yOS wSLRNIs 9EOSt FAtS a! il OK! 9 EOTF dza .
3wt 250Ff { SNBAOS vn { SNBAOS t SNF2N¥VIyOS wSLRNIS 9EOSt FA{S a! (il OK! !
34postal Service n { SNIIAOS t SNF2NXIFyOS wSLRNIZ 9EOSt FAf{S a! Gidl OK! P9EOf dzaA A 2 y
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4. FY 2020 Service Performance Results by Class

a. FirstClass Mall
(1)  FY 2019 Directives

Finding that all First-Class Mail products did not meet their FY 2019 service performance

targets, the Commission directed the Postal Service to improve service performance.

FY2019 ACD at 119. Determining that Singi®iece Letters/Postcards remained out of

compliance, tre Commission issued three directives to monitor the progress and efficacy of

OEA 01 OOAI 3AOOEAAGO OAOOE Adke igFhkd ElevaluateithAA EI DO
01 OOAT 3AOOEAAGO 1 AOEIT T xEAA AEEI OO0 O EIDOIO
Commission directed the Postal Service to report on its progress and plans for remedying

these issuesSeeid3 AAT T Ah O1 AOAI OAOA OEA 01 OOAT 3AO0O0EA
AAAETI EOEAOG AAE A OAdaknitionalidataeivén sthaedie® ET ¢ | O1 OE
Commission directed the Postal Service to provide reports from each of the seven Postal

Service administrative areas (Areas)See idat 120. Third, to facilitate the consistent

monitoring of First-Class Mail service performance, the Commission drted the Postal

Service to provide certain data consistent with prior reportsSee idat 120-21.

(2) FY 2020 Results

Below, Figure 16 shows service performance results compared to the annual targets for
all First-Class Mail products for FY 2019 and FY 2020
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Figure V16
FirstClass Mail
Service Performance Results, by Percent, FY 26¥2020
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Ly GKS fS8S3SyR> atidiad FTNRBY ¢l NHSG¢ YSIya LIAyida FTNRY dnteNHSGYE GKS RAFTF
target and the FY 2020 ser@iperformance result.

a{ Ayiece BRI 8¢ | y-pleca3s-Rl 8¢ SNB FBapNand B-Day &eficenstandards for the Sinfliece

[ SGGSNEKt 230 0FNRaE LINRPRdzZOGZ NBRILEDG AIGSRBRAPIEINSE NSEBNRDaP arfl KIBA BK (G Z ¢ LINE & 21
3558 ASNWAOS aidlyRINRA F2NJ GKS t NBaA2NISR [ SiRkREREEt 2 BROIGNRE G BINBRIzOG X
RI 8¢ NB FBEapM2Dag and&S | &8 ASNPAOS ailFyRIFINRA FT2N (RSAHEGI NBHISANRdJzO2> (MSA LIS O
combined result for the Outbound SingleA $OS Ly G SNY I GA2y+Ff LINRPRdzOG® aLyod2dzy R LIRaié NBTSNE
Inbound Letter Post product.

Source: FY 2020 Service Performance Report at 4; FY 2019 Service Performanee Réport

(3) Postal Service Report

The Postal Service emphasizes that it improved etime service performance for several
categories of its domestic FirstClass Mail products during the first two quarters of FY 2020
compared to the same period in FY 201%eeFY 2020 ACR at 3:88; FY 2020 Service
Performance Report at 6 The Postal Service attributes these improvements to
Headquarters and each Area using various tools to identify and correct root causes of
service failures.SeeFY 2020 Service Performance Repodt 6. The Postal Service asserts
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that significant adverse impacts occurred due to the COWI® pandemic in the second half
of FY2020. SeerY 2020 ACR at 3B8; FY 2020 Service Performance Report at @he
Postal Service highlights its decision to realigiis core business operations at the end of
FY 2020 and expects that this will drive improvement in FY 2021SeeFY 2020 ACR at 39;
FY 2020 Service Performance Report at®.

With respect to Inbound Letter Post and Outbound SingiPiece International, thePostal
Service describes four orgoing initiatives, which are summarized in Section 3.B.8.b.1. The
Postal Service observes that these initiatives were first applied to international mail during
FY 2020 Quarter 4 and FY 2021 Quarter 1 and that it intends expand their
implementation further in FY 2021.SeeResponse to CHIR No. 5, questions74 Thus, these
initiatives were not active during the majority of FY 2020. The Postal Service delayed or
cancelled service improvement projects for international maillue to the onset of the
COVID19 pandemic.SeeResponse to CHIR No. 5, question 5.

(4) Comments and Related Commission Analysis

Comments concerning FirstClass Mail service performance are organized by topic,
summarized, and responded to below.

Domestic prodicts. Reviewing certain service performance data for singipiece and

presorted First-# 1 AOO - AET h .10- T AOGAOOGAOG OEAO OEA 01 O
EOOOAO EAOA PAOOEOOAA &£ O UAAOO8 .'!'o0- #Iii11ATO
ACR filingdoes not set forth its planned FY 2021 steps to restore service performance for

its domestic products at the same level of detail as its international products, NAPM

emphasizes that the Postal Service must develop an action plan to restore F@&hass Mail

service performance to prepandemic levels. NAPM Comments at 8 (citing FY 2020 Service
Performance Report at 912). The Public Representative observes that FY 2020 results for

the domestic FirstClass Mail categories remain below target and declined frothe levels

observed in FY 2019. PR Comments at 1IB. He notes that the Postal Service was able to

improve results for these categories in Quarters 1 and 2 of FY 2020 from the levels

observed in the same period in FY 201%ee idat 20-21. He opines thaeffective

implementation of changes the Postal Service made in the ppandemic period of FY 2020,

AO xAll AO TAx ETEOEAOEOAO OI AAAOAOO OEA PAI
service performance in FY 2021See idat 21.Focusing on presrted First-Class Mail, NPPC

generally echoes the concerns expressed by NAPM and the Public Representa®esNPPC

Reply Commentsat4p 8 . 00# | AOAOOAO OEAO OEO 11 x OAAIO
Service will fail to meet its service standards foPresort Mail than . . achieveOE Al 86 . 00 #
Reply Comments at 5 (emphasis in original).

The data referenced by NAPM are not the produd¢vel results used to measure

compliance in the ACDCompareNAPM Comments at 1lwith Figure \-16, supra. The
Commission acknowledges that the COVIE19 pandemic exacerbated existing service
performance challenges for the Postal Service and has taken them into account in
formulating its directives. The Commission has specifically developed directives that elicit
information and data regarding the steps that the Postal Service will take to restore service
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performance for its domestic FirstClass Mail products, which are detailebelow in Section
V.A.4.a.6infra.

Flats: NAPM suggests that the Postal Service and the Corasidn separate the evaluation of
Flats service performance into singlepiece and presorted categories. NAPM Comments
at’7.

7EOE OAOPAAO O1 .10-80 OOCCAOOGEIT O OADPAOAOA
into the single-piece and presorted categoes, the ACD evaluation is at the product level

and therefore includes both categories. Consistent with previous years, the Commission

continues to evaluate subcategories within products to determine the best practices for

remedial action. For Flats, th&Commission requests and receives poiritnpact data

disaggregated by the singlepiece and presorted categories. Generally, because singiece

&1 AOO OOAOGAIT OEOI OCE OEA &EOOO -EIA AT A 1 OECE
network, they experience additional delays in connection with these stages that the

presorted category of Flats usually avoid3'> Further analysis on both categories of Flats

appears below in Section V.A.4.a.5.b jinfra.

International products The Public Representative ob€@e OA O O OAE OAI AET O OI
AOETI ¢ OEEO E1T OAOT AOGET T Al OAOOGEAA DPAOAE O AT AA
1T OAO OEAO OEA 01 OOAI 3AOOEAAGO &9 ¢mgm BOI GO
levels was largely limited to Quarter 1 oFY 2020 and that FY 2020 results for most

categories declined from the levels observed in the same period in FY 20B&e idat 22-

25. He also emphasizes that over the last 5 fiscal years, results for these products have been
generally declining and now ae over 20 percentage points below their applicable targets.

See idat 22-25.

4EA #1171 EOOEI1T OEAOAOG OEA 00AI EA 2APOAOAT OAOE
PDAOA&AI Of AT AA OAOGOI OO &I O OE AcClas$ Madpkdduc’® &ndlixg AA S O
taken this into account in formulating its directives.
(5) Commission Analysis
(&  Overview

For the sixth consecutive year, no Firs€Class Mail product category achieved its service
performance target.SeeFigure \-1, supra. The best indicator of improvement (or deghe)

in service performance is to compare service performance results from one period to the
same period in the prior fiscal yearSeeFY 2019 ACD at 115, 118. Except for Inbound Letter
Post, FY 2020 results for each product category declined compared ®sults for the prior
fiscal year. Below the Commission provides further analysis for the three domestic and two
international products.

WComparavS& L2 yas (2 /1 Llw b2d o3 | dz§ %20 RP Q394 SPFOPECMSRo0t Edude Hoint Impatt Ranking @ 0 VM
byQuarterF 2 NJ bl GA2y PEWithEES aGROBTERZLCASéG2 /1 Lw b2d oI | dSRYAGP mpr 9EOST
Q3vn {tC/ tC/la Cflda w220 /1dAS t2Ayd LYLIOG wlkylAy3 o6& vdzr NISNI F2NJ
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(b) Domestic Products

Below, Figures V17 and \+18 display results for the first and second half of FY 2020 and
FY 2019, disaggregated by shape, service standard, and whether the mailpiece was
presorted or single-piece.

Figure V17
Domestic First Class Mall
Service Performance Results, First Half, FY 26%Y2020

100%

80%
60%
40%
20%

0%

Single-  Single-
SPLC 2- SPLC 3_5_Prst Ltrs Prst Lttrs Prst Lttrs  Piece Piece Prst Flat Prst Flats Prst Flats

Day Day O"etm'gh 2-Day | 3-5-Day Flats2- Flats 3-5- CV¢™9" "5 pay | 3-5-Day

Day Day
mQ1and Q2 FY 1990.90% 75.90% 95.00% 93.20% 90.40% 79.60% 68.80% 79.00% 79.70% 77.70%
mQland Q2 FY 2092.90% 81.10% 95.40% 94.20% 92.10% 80.90% 71.70% 81.90% 80.30% 78.90%

OnTime (%)

b208Y ¢KS GCANRBRG |+t Fé& NIBablsisEal yéa Fov Bzl2020, fislEovered Gegbier 152010 FhrougK March 301
2020. For FY 2019, this this covered October 1, 2018 through March 31, 2019. The Postal Service does not report thesd-tesudisthe
product level; instead, the Podt8ervice disaggregates these results based on whether a mailpiece waspigogler presorted.

Source:Docket No. ACR2019, Second Response of the United States Postal Service to Commission Requests for Additional Infeerfration in
2019 Annual Complnce Determination, June 23, 2020, question 4.a.1. (Docket No. ACR2019, Second Response).
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Figure V18
Domestic First Class Mail
Service Performance Results, Second Half, FY @1 2020

100%

80%
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40%
20%
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Single-  Single-
SPLC 2- SPLC 3-5-PrSt Lttrs Prst Lttrs Prst Lttrs  Piece Piece Prst Flats Prst Flats Prst Flats

Day Day O"etm'gh 2-Day 3-5-Day Flats 2- Flats 3-5- O"etm'gh 2-Day = 3-5-Day

Day Day
mQ3and Q4 FY 1994.43% 88.10% 96.42% 95.41% 94.01% 83.13% 76.31% 84.26% 85.24% 83.37%
mQ3and Q4 FY 2090.97% 77.75% 94.50% 91.78% 87.99% 75.63% 63.55% 78.51% 71.94% 69.95%

On-Time (%)

b2G08SY ¢KS a{SO2yR | It T¢ NB DS tiskal ydar For Ei¥2020, $idBoveced Apyil R, 2020 tBrdugh(B&pfembel30) A O
2020. For FY 2019, this this covered April 1, 2019 through September 30, 2019. The Postal Service does not reports$hiesd-tatsuat the
product level; instead the Podt8ervice disaggregates these results based on whether a mailpiece waspggler presorted.

Source:Docket No. ACR2019, Second Response of the United States Postal Service to Commission Requests for Additional Infeerfration in

2019 Annual Complnce Determination, June 23, 2020, question 4.a.1. (Docket No. ACR2019, Second Response); Response to CHIR No. 11,
jdzSaGA2y mMpZ 9EO®I ¥ FOF t df IO2WBEMWMWEE ANeEdH (6 a5 GFTE ' yAGSRe {GFGSa t 2
aStadNBYSyd 5FidFs alte& y> wHampE 9EOSt FALESDI &C/C¢EfIHATMmpHY X DERBEG wEER 1
C, HAHA vdzr NISNI H { SNBBAOS t SNF2NXYI yOS aSt adNBYREE 5 Hil 103 DN &@WL 1 +HCy
L ¢5 1 33 ¢

As illustrated by Figure V17 above, for the first half of FY 2020 (Quarters 1 and 2), results

for each domestic product category increased compared to the results for the first half of

FY 2019. The Commission comnmels the Postal Service for achieving demonstrable

year-over-year improvement before the widespread onset of the COVAIDO pandemic.

However, the Commission also notes that no FirgElass Mail product, (or shape or service

standard category) achieved its taget levels in the FY 2020 Quarter 1 and 2 period. The

#1 11 EOOETT OAAT Ci EUAO OEAO OEA PAT AAI EA8O EI B
contributed to the inability to maintain this year-over-year improvement during the second

half of FY 2020.

As shown in Figire V-18 above, for the second half of FY 2020 (Quarters 3 and 4), results

for each domestic product category decreased compared to the results for the same period

of FY 2019. Additionally, inprevious fiscal years, results in the second half of the fiscgtar

tended to outperform the first half ofthe fiscal year, largely due to seasonal trendsSee, e.g.

FY 2019 ACD at 105. However, FY 2020 bucked this trendesults in the second half of

FY 2020 underperformed compared to the first half ofFY 202Q Thisreversal of typical
OAAOI T Al OOAT A0 OAT A0 O Ai 1T E£EOI OBA 01 OOAI 3
pandemic significantly affected service performance, particularly with regard to mail

processing and transportation.See~Y 2020 ACR at 38.
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Because thePostal Service reported that it planned to address service performance issues
AU AOEOET ¢ 11TAAl EAAEI EOEAOS AAmdaddibralA O1 O
data-driven strategies, the Commission obtained data and information at and below the

I AGAT O1 11TTEOI O OEA AT11AAOEIT AAOx
headquarters and the fieldSeeFY 2019 ACD at 106, 118. Below, Figure® displays the
AAOA AT A ET & OI AGETT 1T AOAETAA ET OAODPIT OA I
coresbi 1T AET ¢ OI OEA CAIT COAPEEA 1 AGAT O 1T &£ OEA 01 ¢
network: facility, 316 District, Area, and national.

EA

O

Figure V19
FY 2019 Data and Information Directives

National Area District Facility

Point Impact Data
Attributable to Root Causeg Point Impact Data
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wOnTime Departures
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wAccountability

Air Capacity

Critically Late Trips
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Source: FY 2019 ACD at 219

Efficacy Reports of Progres

and Plans
«Root Cause Evaluation

Critically Late Trips

24-Hour Clock

Attributable to Root Cause

24-Hour Clock

Bottom 10

316 Data received at the facilitfevel are ypically norpublic but provide the Commission insight into how operations within a District impact

Districtlevel results.
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The data and information referencedmn Figure \A19 above, were obtained to increase
transparencyas to how the Postal Service sets operational targets for the local facilities,
provides local facilities with resources and training to meet those targets, measures local
AAAE] EOE A Oib a reeAnihdEil anil dbhsidtdnt manner, and holds local facilities
accountable for gaps between the target and actual performance. Generally, the Area
narrative reports focus on issues related to transit and the Last Mile as these have the most
impact on ddivering First-Class Mail on timé17 The data confirm that failures in transit
and the Last Mile are the known root causes that had the most impact on service
performance results for FirstClass Maiin FY 2020318 To address transit issues, the Postal
Service reported working to ensure ontime departures, ensure timely tender to transit
suppliers, and minimize en route delays. FY 2019 ACD at 1T@ address Last Mile issues,
the Postal Service reported working tansure facilities have proper education and esure
facilities are held accountableld. at 113.

The narrative reports explain that field units continued their FY 2019 actions into the first

half of FY 2020 and observed that the first half of FY 2020 experienced improvements

compared to the same perid in FY 201931° However, as the impact of the COVHD9

DAT AAT EA x1 OOAT AA ET OEA OAAITTA EAI £ 1T £ &9 ¢nmn
devoted to responding to the immediate crises it faced. As described above in Section
V.A.2.b.2.supra, while quantification of the impact is not available, the COVH29 pandemic

has exacerbated existing challenges for service performanda.addition to renewing its

pre-pandemic strategies, the Postal Service must refine its efforts to address any ongoing
adverseimpacts of the COVIEL9 pandemic.

The Commission finds that narrative reporting and quantifiable data regarding the Postal
3AOOEAA8O &9 ¢m¢p DBOIT COAOGO ET AAAOAOOEIT ¢ OEA
transparency and accountability of the PostaB AOOEAAS8 O A&£AI 00O O EIiI POl
performance results and recover from the COVH29 pandemic. The details of these

directives are described below in Section V.A.4.a.thfra.

317See generallyibrary Reference USPFS20H o> t 5C FTAE Sa a/ FLaSGNR tw/ C, wn { SOLtdEMRIF v S LI2 N
GDNBFG [F1S8a tw/ C, wn {@0 t SNF wSLRNIOGLIRTZ¢ ab2NIKSRTSE tawe/Sa0l SNy {
tw/ C, Hn {0 tSNF wSLEZNIO®LRTZI¢ atltOAFAO tw/ C, wn {PO tSNF wSLR NI dI

318Response to CHIR No. 3, question ¥ 9 EOSt T A f- BYR0 @202 Q4 SBFE ®FCM ReomGause Point Impact Ranking by

vdzk NISNI F2NJ bl A2y OFV200DZQ3V Yy R{ BECKLWCh2 dwd2 Ml dzZAS t 2Ay G LYLI OG wl y1 A
Responseto CHIRNo.3&a i A 2y wmds 9 E O S£FY20 RNAEQ3 G4 SPECAPFOM Fats RootvCraube Point Impact Ranking by

vdz NISNJ F2NJ bl A2y ®Ef AE®é

319See generallyibrary Reference USPFS20H 0> t 5C FTAE Sa a/ FLaSGNR tw/ C, Hit S{NEFO wtSEIRINI wbd IRZF NIj
GDNBFG [F18S&a tw/ C, uwn {@0 t SNF wSLERNIDPLIRTZIE dab2NUKSRTME tae/SaQi SNyn  { ¢
tw/ C, Hn {0 tSNF wSLEZNIOGLIRTIE atl OAFAOGKW/ t@alki { SO DER aw NEYERR |
detail: set appropriate operational targets, educate local facility personnel and provide adequate resources, meastireddcdl A G A S & Q

performance (such as by using IV tools and the Grid), and hold sites aduleuotalow performance (such as by requiring afetion plans

for specific failure points and performing follewp through email, telephone, and site visitsyeeFY 2019 ACD at 108; see alsd-ebrurary 4

Response to CHIR No. 6, question 18.
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I Single-Piece Letters/Postcards

Single-Piece Letters/Postcards is a retdiproduct made available to the general public and
includes stamps and postage paid through meterSeeMCS Section 1105. Since FY 2015,
the Commission has determined that this product has been out of compliance and issued
directives to monitor the Postal3 AOOEAAG O OAI[ Jed¥ 2000RACD at 20MOEI 0008
119. There are two service standards for this product:-Day and 35-Day32° The 2-Day
service standard only applies to Singk®iece Letters/Postcards in the continental U.S.A. if
the drive time between the origin processing and distribution center/facility (P&DC/F) and
destination area distribution center (ADC) is 6 hours or les®1 Generally, the Commission
focuses its discussion orsingle-Piece Letters/Postcardswith the 3-5-Day service standard,
which has experienced a more pronounced decline thanRay Single-Piece
Letters/Postcards because 35-Day Single-Piece Letters/Postcardsrequire transportation
over longer distances and, therefore, experience more processing and transportation
delays322 From FY 2019 to FY 2020, service performance results for5-Day Single-Piece
Letters/Postcards and 2Day SinglePiece Letters/Postcards declined by 1.7 and 0.5
percentage points, respectively?23

Postal Service data illustrate that the top five root causes difures to meet service
standards for 3-5-Day SinglePiece Letters/Postcards remained similar in FY 2019 and
FY 2020, although the exact point impacts differed?4 Below, Figure V20 displays the top
five root causes for the failure of 35-Day SinglePiece letters/Postcards to be delivered on
time in FY 2020, along with the corresponding change from FY 2019.

3205ee39C.F.R. 821.1(b)(2), (c), (d), (e). Effective February 1, 2015 (FY 2015 Quarter 2), the Postal Service generally eliminateigjithe overn
service standard for this product; only certain presorted Fttss Mail pieces may now qualify for the overnggwice standardSeeRevised
Service Standards for MarkBominant Mail Products, 77 Fed. Reg. 31,190, 31,194 (May 25, 2012) (codified at 39 C.F.Rspt ab);

Docket NoN20121, Network Rationalization Advisory Opinion at 49.

321See39 C.F.R. §21.1(b)(2);see alsd@7 Fed. Reg. 31,190, 31,194. With respect to thecmrtinental U.S.A., the-Ray standard also applies
to SinglePiece Letters/Postcards that originate and destinate within Puerto Rico, the U.S. Virgin Islands, American Sambia 8dgpeziP
Code areas in Alaska. 39 C.F.RE1(b)(2).

822See, e.g.FY 2019 ACD at 101; FY 2015 ACD at 132; FY 2016 ACD at 119.
323 Compard~Y 2020 Service Performance Report atith FY 2019 Service Performance Report at 4.

2 CompareResponse tolCLw b2 ® o3% [jdzSatiAz2y wmRYdD QDEQBHY SPFG PFEM RabtfChuse Pbigt impazt Ranking
6& vdzl NI SNJ F2NJ b lwithDacietNsf ATR2D19, Fébruary 18 Respris& td CHIR No. 13, question 1.
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Figure V20
3-5-Day FirstClass Mail Singt®iece Letters/Postcards
FY 2020 National Top 5 Root Causes and Point Impact

Root Cause

Transit Late Destination
Primary Scan

* 2020 Point Impact: 6.59
* 2019 Point Impact: 4.42

Unable to Assign

¢ 2020 Point Impact: 3.24
* 2019 Point Impact: 3.13

Origin Missent

* 2020 Point Impact: 2.70
® 2019 Point Impact: 2.31

Note: Point impact refers tthe amount (number of percentage points) by whichtone performance decreased due to each specific root
cause of failure. Response to CHIR No. 1, question 20.a.

{2dNDSY wSaLryasS G2 /1Lw b2o o FY 201003 @3iDA PRC PHEMERo@ Eallsé Poinflihfad Raakinglyw b2 ® o
vdzZ- NIISNJ F2NJ bl A2y dEf aEZ¢ Glo a{tcC/Té 520180 b2d !/ whnmdI CSo6NHzZ NB 1
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As illustrated by Figure V20 above, FY 2020 point impacts related to transportation and
processing geneally increased from the levels observed in FY 2019. These data show that
root causes related to transportation and processing provided the top three point impacts
in FY 2020325 These data also show that the point impact related to Last Mile decreased
from FY 2019 to FY 2020326 The Postal Service attributes its relative improvements during
the Last Mile phase to its efforts teducate personnel, measure performance, and identify
sites with the highest opportunities for improvement SeeFebruary 4 Response to BIR No.
6, question 18. The Postal Service highlights its biweekly meetings with the Area Managers
of Delivery Programs Support during the preCOVID19 period, which provided instruction
on better methods of managing delivery unit efficiency, ensuring opational clearance, and
scanning and improving letter carrier departure times in support of the reduction of Last
Mile failures. SeeFebruary 4 Response to CHIR No. 6, question 18.

With respect to transportation and processing related challenges, the poiinnpact for the
top root cause reported for 35-Day SinglePiece Letters/Postcards in both fiscal years is
04 0OAT OEO , AOGA $ A O &EThidifiedtdr is @ssiyidd A BelastDdtgbihgs 6
scanof any type at an originfacility is on time and the Frst Incoming Primary Scan at the
expected destination facility is late328 Below, Figure V21 compares the point impacts
reported for this indicator annually and disaggregated by fiscal quarter for FY 2019 and
FY2020.

35 The Postal Service clagsifia FirsClass Mail Singe A SOS [ SGGSNI 2NJ t 2aG0FNR GKFG Aa y2d RSt ABSNB
if the last outgoing scan at any type of origin facility igiore and the mailpiece is processed in an outgoing processing operdtan a

unexpected downstream facility (neither the origin facility nor the expected destination facility). Response to CHIRid&iidh 80.c., Excel

FAES 4C, Hnd/ KLwomowz22(/ | dZAaS5S8FAy Gy al A SN NDK angdtring dt within al phBsésDB & Ay 3 Ay Of «
delivery operations.

2ComparevSa LRy as G2 /1 Lw b2d oI I dz§&¥RBDIQIQ4LSPFOPECVRo0t Bduse Point Impatt Ranking @ o v M
608 vdzl NISNJ F2NJ b lwithDacietNsf ATE2D Bebrilidrydl9 RefponSe t&GHIR No. 13, question 1.

“ComparavSa L yas (2 /1Lw b2d o I dzF¥ad RBQ3Q4 SPFOPECMRoot Eduse Hoind Impatt Ranking @ o v M ¢
6& vdzl NISNJ F2NJ b lwithDacietNof ATE2D19, Féblya9 Respdnse toXHIR No. 13, question 1.

2WySaLIRyasS G2 /1 Lw b2 d CvM nlodzKa ivicawd werRdiG @ 0zaSBEGSFIA yHINTES AG NI NOKe dEf 4 E D¢
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Figure V21
3-5-Day FirstClass MaiBinglePiece Letters/Postcards
FY 2020 Point Impact for Transit Late Destination Primary Scan

PN

FY 2020 : 6.59
FY 2019: 4.42
% Change: 49.10

FY 2019 FY 2019 FY 2019
202 2.72 207

%
Change
128.67

Note: Point impact refers to the amount (humber of percentage points) by whidinmperformance decreased due to each specific root
cause of failure. Respse to CHIR No. 1, question 20.a.

SourcewS&LRYyasS G2 /1 Lw b2® o0X | dz@ﬁ(ﬂﬁ)Q—E)@Q&QkS?FCBEﬁE@BROOIEdusﬁe@oirtklfn;ﬁ@ttﬁan\l\bn@n;i 0 vVMcC
vdzZl NIISNI F2NJ bl GA 2y dEf &E I EibrailylRéferande USIFST% b5 2 DES St b Z Hf @AWCHIMPBET! WEEE alli b d
dvmyp{tC/ T¢ 5201SG b2d !/ wunmdE CSoNHzZ NB wmdp wSalLryasS (2 /1 Lw b2d mo.

As shown in Figure V21 above, overall the point impact for this indicator increased year
over-year from FY 2019 to FY 20Q. This yearover-year overall increase was largely
driven by significant increases reported for Quarters 3 and 4 of FY 2020 compared to the
corresponding periods in FY 2019. The Postal Service asserts that these increases are
largely due to COVIBEL9 pandanmic related impacts, reflecting both transportation issues
and reduced employee availability issues that delayed timely processing of incoming
mailpieces at destination facilities.SeeResponse to CIR No. 1, question 7.a. These data
corroborate that the CQ/ID-19 pandemic exacerbated existing transportationand
processingrelated challenges for the Postal Service. Further, during Quarter 4 of FY 2020
(July 1, 2020 through September 30, 2020), the point impact increased more than three
fold compared to the same Quarter in FY 2019, which also coincides with the
implementation of the late and extra trips policy and the resulting declines in service
performance that are discussed above in Section V.A.2.csupra

ii. Presorted Letters/Postcards

Presorted Letters/Postcards is a commercial product made available to mailers that adhere

to volume, sortation, and/or drop-shipment requirements. SeeMCS Section 1110There

are three service standards for this product: overnight, 2Day, and 35-Day329

Generally, the PostaB AOOEAAG O AAOA EI 1 OOOOAOAO OEAO OEA
of failures to meet service standards for each service standard category of Presorted

$29See39 C.F.R. £21.1(a)(2), (b)(2), (c), (d), (e).
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Letters/Postcards remained similar in FY 2019 and FY 2020, although the point impacts
differed.330 Below, Figure V22 displays the top five root causes for Presorted
Letters/Postcards in FY 2020 nationwide, along with corresponding data for FY 2019.

Figure V22
FirstClass Mail Presorted Letters/Postcards
FY 2020 National Top 5 Root Causes and Faonpiact

Service Standard Service Standard Service Standard
1-Day 2-Day 3-5-Day

Last Mile Transit Late Secondary Scan Transit Late Secondary Scan
|— * 2020 Point Impact: 2.11 ® 2020 Point Impact: 2.35 |— ® 2020 Point Impact: 3.27

® 2019 Point Impact: 2.22 ® 2019 Point Impact: 1.46 ® 2019 Point Impact: 2.47

* % Change:-4.95 * % Change: 60.96 * % Change: 32.39

Transit Late Secondary Scan Last Mile Transit Missing Outgoing
| e 2020 Point Impact: 1.35 * 2020 Point Impact: 2.18 Scan

® 2019 Point Impact: 0.76 ® 2019 Point Impact: 2.28 | » 2020 Point Impact: 2.58

® % Change:77.63 ® % Change: -4.39 * 2019 Point Impact: 1.50

* % Change: 72.00

Transit Missing Outgoing Transit Missing Outgoing

Scan Scan Last Mile
[ #2020 Point Impact: 0.70 | 2020 Point Impact: 1.35 | 2020 Point Impact: 1.97

* 2019 Point Impact: 0.31 * 2019 Point Impact: 0.77 * 2019 Point Impact: 1.98

* % Change: 125.81 * % Change: 75.32 % Change: -0.51

Note: Point impact refers to the amount (number of percentage points) by whigimamperformance decreased due to each specific root
cause of failure. Response to CHIR No. 1, question 20.a.

SourceResponse to CHIR No. 3, question 16, Ex8el fifr / K L w - FY20Q102Q8@SPFC PFCM Root Cause Point Impact Ranking by
vdzZ NISNJ F2NJ bl A2y ®Ef AaEZé G(lo6 atC/aTé 520180 b2d 1|/ wHanmpE CSo6 NHzZ NE

ComparevSaLR2yasS G2 /1 Lw b2 dChigNo. JQesi2d RBIQIQNLSPFOPECVRoot Eduse $oint Impact Ranking
68 vdzl NI SNJ F2NJ bl with Bogke Nd. AGRI049, Rebrdary &9t Réspanse o CHIR No. 13, question 1.
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Figure \L22 above illustrates that Presorted Letters/Postcards exgrienced similar trends
to the point impact results for SinglePiece Letters/Postcards from FY 2019 to FY 2020.
The FY 2020 point impacts related to transportation and processing increased from the
levels observed in FY 2019 for Presorted Letters/Postcards' hese data also show that the
point impact related to Last Mile decreased from FY 2019 to FY 2020.

Generally, the transitrelated failures increased more, on a percent basis, for shorter
service standards from FY 2019 to FY 2020. Nonetheless, failuragrithg the transit phase
had a significant impact on all service standard levels. The Postal Service asserts that
increases in the point impacts for transportation and mail processing root causes are likely
caused by the same issues experienced for theingle-piece analogs COVID19
pandemic-related transportation and employee availability constraints that delayed timely
processing of incoming mailpieces at destination facilitiesSeeResponse to CIR No. 1,
guestion 7.a. The Postal Service explains that tiedicators assigned to presorted
mailpieces differ from the indicators applied to singlepiece mail flows because of
differences in the scanning operations, but are ultimately indicative of similar underlying
difficulties.331 As described above in Section.X.2.b.2.supra, these data corroborate that
the COVID19 pandemic exacerbated existing transportationand processingrelated
challenges for the Postal Service.

4EMAOBT OEO , AOA isdikdior for Rredorted 13telsiPdstcards experienced

siml AO OOAT AO OI OEA AiT OOAODPI T AET ¢ O40AT OEO , A«
Single-Piece Letters/Postcard$32? large percent increases in Quarter 3 of FY 2020

compared to the same Quarter in FY 2019, and even larger percent increases in Quarter 4

of FY 2020 compared to the same Quarter in FY 203% Specifically, comparing Presorted
Letters/Postcards during Quarter 3 of FY 2020 (April 1, 2020 through June 30, 2020) to the

OAi A 10AO00AO0 ET &9 c¢rpAh OGBA, RIORAT G AiEskdbAAOULER @
70 percent for the overnight service standard, 90 percent for the-Day service standard,

and 60 percent for the 35-Day service standarc34 Further, comparing Presorted

Letters/Postcards during Quarter 4 of FY 2020 (July 1, 2020 through Septembg&@, 2020)

Oi OEA OAIi A 10A00A0 EI «O0Aicapoh, DEA DAEKIIOCALEOWD

331 SeeResponse to CIR No. 1, question 7.a. The Postal Serde dlaA S& G KI G a¢ NI yaad [FGS {SO2yRIFNER {OFy¢
O2NNBalLl2yRa Of2asSte gAGK GKS G¢NYyarid [-pieteSnaibibvisimithite orlylifferencberid NB  { Ol y ¢
that presorted mailpieces are desigghto flow to a secondary processing operation rather than a primary, but would have utilized the same

transportation and experienced the same operational iss8es idThe Postal Service further explains that other top traraliated indicators

assign® (12 LINB&a2NISR YIAfLASOSa &4dzOK & d¢NIyaAid ardaiayd lardzidz2ziay3da { Ol y¢
underlying transportation and operational issues, but are categorized differently due to expected processing event soansniraj or not

populating in piece level dat&ee idThe Postal Service opines that these indicators may have been assigned in instances where alternate

processing flows were used as workaroursise id.

332 Seen.331,supra

33 CompareDocket No. ACR201Biprary Reference USFS1H > 9 EOSt FA{ 4pCIMPOET! WEEL withv & avmyt C/ aXé
wSaLRYy&aS (2 /ILw b2d o | dzF¥20RBYQIQ4LSPFORECVRo0t Eduse Point Impatt Ranking By Qoarter M ¢
F2NI bl GAty@Ed@&ETE Gl 6 &

33 CompareDocket No. ACR2019, Library Reference WSRSH b= 9 EOSt FAt 44 C9MPpPE! WEE¢ withv & avmyt C/ axé
wSaLRYy&aS (2 /ILw b2d o | dzF¥20RBIYQIQ4LSPFORECVRo0t Eduse Soint ImpacnBankidRatter o v M c
F2NJ bl A2y ®Ef &EZé (Gl o &t C/ adé
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increased by 311 percent for the overnight service standard, 234 percent for theR2ay
service standard, and 225 percent for the -5-Day service standarc3> These hrge
increases observed in Quarter 4 of FY 2028lso coincide with the implementation of the
late and extra trips policy and the resulting declines in service performance that are
discussed above in Section V.A.2.c.4upra.

il Flats
The Commission has prewusly observed the significant challenges in processing and
delivering flat-shaped mailpieces across all Market Dominant class&ee, e.gFY 2015 ACD
at 160-82. Thus, since FY 2015, the Commission has continued to separately evaluate the
long-standing ast and service issues for flashaped mailpieces36 In FY 2019, the
Commission finalized rules to provide additional information to improve transparency into the
cost and service performance issues, as well as increase the accountability of the PostaliServ
related to flats operational initiatives. SeeOrder No. 5086. In the FY 2019 ACD, the
Commission noted that these challenges have persisted despite numerous operational
initiatives to improve cost and servicefor flat-shaped mailpiecesSeeFY 2019 ACEat 155.

The First-Class Mail Flats product includes both retail (singkpiece) and commercial

(presorted) mailpieces that are flatshaped.SeeFY 2020 Service Performance Report at 2;

seealse #3 3 AAOEIT T pppus8 4EA 01 OOiltiimpaches@meE AAS O AAC
increased for most root causes associated with both retail and commercial categories of

First-Class Mail Flats. Below, Figures-23 and \*24 display point impacts for the top five

root causes of failures to meet service standards for&is in FY 2020, along with

corresponding data for FY 2019, disaggregated for singl@ece and presorted mailpieces,

respectively.

33 CompareDocket No. ACR2019, Library Reference WSRSH b= 9 EOSt FAt 44 CIMPPE! WEEL withv & avmyt C/ axé
wSaLRYy&aS (2 /ILw b2d oX | dzF¥20RBYQ3IQ4LSPFC PRER Rdot Causé RdintdnipactRankibgbgpQuarterv M ¢
F2N) bl GA2yPEf aEZ¢ (1 06 Gt C/ adé

3% SeeFY 2015 ACD at 1-882; FY 2016 ACD at 1580; FY 2017 AGID174182; FY 2018 ACD at 2233; FY 2019 ACD at 1585; Chapter 6,
infra.



Docket No. ACR2020

-175-

Figure V23

FirstClass Mail Singtiece Flats

Service Standard

2-Day

3-5-Day

FY 2020 National Top 5 Root Causes and Point Impact

Service Standard

Note: Point impact reers to the amount (number of percentage points) by whicktiome performance decreased due to each specific root

Last Mile

* 2020 Point Impact: 7.58
* 2019 Point Impact: 6.18
* % Change: 22.65

First Mile

* 2020 Point Impact: 4.11
* 2019 Point Impact: 3.11
* % Change: 32.15

Unable to Assign

* 2020 Point Impact: 3.16
* 2019 Point Impact: 4.57
* % Change: -30.85

cause of failure. Response to CHIR No. 1, question 20.a.

SourceDocket No. ACR2019, February 19 Response to CHIR No. 13, question 1Ré&ferance USHSY26H ¢ = K R
08 vdzZ NISNJI ¥2NJ bl A2y OEf AEX$
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Last Mile

* 2020 Point Impact: 6.23
* 2019 Point Impact: 6.32
* % Change: -1.42

Origin Missent

* 2020 Point Impact: 5.61
* 2019 Point Impact: 4.69
* % Change: 19.62

First Mile

* 2020 Point Impact: 5.48
* 2019 Point Impact: 4.66
* % Change: 17.60
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Figure V24

FY 2020 National Top 5 Root Causes and Point Impact

Service Standard

1-Day

Last Mile
® 2020 Point Impact: 6.78

| 2019 Point Impact: 6.59

* % Change: 2.88

Transit Missing Qutgoing Scan
¢ 2020 Point Impact: 4.31

| * 2019 Point Impact: 2.42

* % Change: 78.10

Transit Late Secondary Scan
® 2020 Point Impact: 2.80

| = 2019 Point Impact: 3.48

* % Change: -19.54

Service Standard

2-Day

Last Mile

® 2020 Point Impact: 7.29
* 2019 Point Impact: 6.63
* % Change: 9.95

Transit Missing Outgoing Scan
e 2020 Point Impact: 6.85

® 2019 Point Impact: 3.67

* % Change: 86.65

Transit Late Secondary Scan
® 2020 Point Impact: 4.13

® 2019 Point Impact: 2.94

* % Change: 40.48

Service Standard

3-5-Day

Transit Missing Outgoing Scan
* 2020 Point Impact: 6.86

|« 2019 Point Impact: 4.16

* % Change: 64.90

Last Mile
* 2020 Point Impact: 6.14

| e 2019 Point Impact: 6.02

* % Change: 2.16

Unable to Assign
* 2020 Point Impact: 5.03

|« 2019 Point Impact: 3.13

* % Change: 60.70

Note: Point impact refis to the amount (number of percentage points) by whicktiome performance decreased due to each specific root
cause of failure. Response to CHIR No. 1, question 20.a.

SourceSeeDocket No. ACR2019, February 19 Response to CHIR No. 13, questionylReilerence USFR204 > 9 EOSt FAE S acC, mn
(tC/ tCla w220 /1dAaS t2Ayd LYLIOG whkylAy3 o6& vdd NISNI F2NI bl GA2Y OEE &5

As illustrated by Figures V23 andVi¢ 1t AAT OA AT A AT 1 OEOOAT O xEOQOE (
observations in FY2019, Last Mile remans the root cause with the greatest overall point

impact for both single-piece and presorted Flats products. Figures-23 and \\24 show that

Last Mile is the top root cause for all singkpiece Flats as well as Overnight and-Ray

presorted Flats, and thesecond highest root cause for-%-Day presorted Flats. Whereas the

point impacts for Last Mile decreased yeaover-year for all categories of lettershaped

products (SinglePiece Letters/Postcards and Presorted Letters/Postcards) as described in
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SectionsV.A.4.a.5.b4ii., supra, the Last Mile point impacts increased yeaover-year for
nearly all categories of Flats.

The Commission observes that the point impacts caused by transit issues increased for all
categories of Flats from FY 2019 to FY 2020espegally, for the second half of the fiscal

year (Quarters 3 and 437 These results are consistent with the results for the letter

shaped products and likely illustrate the impact of surface transportation constraints due

to the COVIB19 pandemic. For singlepiece 35-$ AU &1 AOOh 04 OAT OEO , AOA
0OEi AOU 3AAT 6 EO OErdatdd indicétor Brishddichudd isassigredif OE O
the last outgoing scarof any type at an originfacility is on time and the First Incoming
Primary scan at the expeted destination facility is late338 For presorted 3-5-Day Flats,

04 0A1T OEO - EOOEIT C / O0OCIT ET ¢ 3ckatkd indicafo® Thd Eodt | 1
cause is assigned if there i8o outgoing scan of any type at an origin facility anBirst
Incoming Primary scan at the expected destination facility is lat&®

00 b

Below, Table V11 shows the point impacts reported for each top transitelated indicator,
disaggregated by Quarter for FY 2019 and FY 2020, for53Day presorted and singlepiece
Flats.

Table V11
3-5-Day FirstClass Mail Flats
Top Transit Root Cause Point Impact,
by Quarter, FY 20XFY 2020

Single Piece-3-days Presorted 35-days
Transit Late Destination| Percent Transit Missing Outgoing| Percent
Primary Scan Change Scan Change

FY 2019 | FY 2@0 FY 2019 FY 2020
Quarter 1 3.81 3.51 -7.87% 5.25 5.61 6.86%
Quarter 2 3.54 3.29 -7.06% 4.68 5.15 10.04%
Quarter 3 2.48 4.55 83.47% 3.36 7.28 116.67%
Quarter 4 2.31 6.63 187.01% 3.29 9.64 193.01%

Note: Point impact refers to the amount (hnumber @rpentage points) by which eiime performance decreased due to each

specific root cause of failure. Response to CHIR No. 1, question 20.a.

{ 2dzNDSY wSaLryasS {2
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FY20QQ2Q3vn {tC/ tC/a Cftlda w224 /+FdAS t2Ayd LYLFOG whylAy3
Reference USPEY1H (b 9 EOSEt TAf 490 C9MPPE! WEE¢ aliv@a avmyt C/ aé AvmMyp{tCl/
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As illustrated by Table W11 above, overall the point impact for these transitelated

indicators increased yearover-year from FY 2019 to FY 2020. Thisear-over-year overall
increase was largely driven by significant increases reported for Quarters 3 and 4 of

FY 2020, compared to the corresponding periods in FY 2019. As described above in Section
V.A.2.b.supra, these data corroborate that the COVHD9 pandemic exacerbated existing
transit-related challenges for the Postal Service. Further, TableM illustrates that during
Quarter 4 of FY 2020 (July 1, 2020 through September 30, 2020), the point impacts for
these top transit-related indicators nearly tripled compared to the same Quarter in

FY2019. This also coincides with the implementation of the late and extra trips policy and
the resulting declines in service performance that are discussed above in Section V.A.2.c.1.,
supra

(c) International Products

Outbound SinglePiece International is a retail product made available to the general public
to send postcard, letter-, and flatshaped mailpieces to addressees outside of the U.SSae
MCS Section 1125. Inbound Letter Post includes postcards, aerogranrs] &etter-shaped
mailpieces, which originate outside of the U.S.A., contain only documents, and are intended
for delivery inside of the U.S.A20

Annual results forInbound Letter Post and Outbound SingkPiece Internationalhave
remained below their applicable 94.0 percent targets since FY 20081 For each quarter of
FY 2020, results for Outbound Singk®iece International remained below target and

declined from the level reported in FY 2019. FY 2020 Outbound Singece International
results are 22.0 percatage points below target and decreased 9.66 percent from FY 2019
results. In FY 2020, Inbound Letter Post results remain 27.8 percentage points below target
(slightly closer to the target than in FY 2019).

AT AOAT T Uh OEA 071 O0A interBalicd® grdudicts S sirkilArtokd ET C T £ A
handling of their domestic analogs; however, service performance for both international

products underperformed compared to their domestic analogd*2 The Postal Service

explains that the main differences in handlingnternational mailpieces are related tolSC

340SeeMCS Section 1130. This definition took effect January 1, 2020, which occurred at the beginning of FY 2020 Qeelreie8 N0.5372
at 2, 18.

341 Prior to FY 2009, the Postal Service provided an aggregéatmerpercent result for both products without a targ&8eeDocket No.
ACR2008Annual Compliance Determinatioiarch 30, 2009, at 42 (FY 2008 ACD) (displaying-imerpercent result, aggregated for both
products, for FY 2007 and FY 2008). For FY 2009 and FY 2010, the Postal Service set a target for the aggregate ahhati meditcts
across all service standard categorigeeFY 2010 ACD at 61 (comparimgagigregate result for both products to the 94.0 percent target); FY
2009 ACD at 52 (same). Since FY 2011, the Postal Service set separate (but equal to 94.0 ganegribagets for Inbound Letter Post across
all service standards as well as for Outhd SinglePiece International across all service standa8t=, e.g.FY 2011 ACD at 71 (comparing FY
2011 Combined Inbound Letter Post result to the 94.0 percent target and FY 2011 Combined Outbousiefiagieernational result to the
94.0 percentarget); FY 2012 ACD at 54 (same for FY 2012); FY 2018 ACD at 164 (same faF F2@IR)3FY 2019 ACD at 116 (same for FY
2019); FY 2020 Service Performance Report at 4 (same for FY 2020).

342SeeFY 2020 Service Report at 8; Docket No. ACR2019, ThpdnRe at 3; May 20, 2019 Postal Service SPM Plan at 30, 50. Therefore, the
t2adlt {SNBAOSQa R2YSAGAO GNIyarAd AYLINRBISYSyYy(d ST7T2Nidnal malldeteNKA 0 SR | 6 2 ¢
Similarly, First Mile and Last Mitaprovement efforts apply to outbound and inbound international mailpieces, respectively.
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processing and handoff$43 In an effort to address these issues, the Postal Service has
multiple on-going initiatives, started in Quarter 4 of FY 2020, to monitor the operational
discipline at the ISCsSeeFY 2®0 Service Performance Report at-42. The Postal Service
explains that thelSCs are responsible for dispatchintnbound Letter Postto the Processing
and Distribution Centers (P&DCs), where they join the domestic process and mail flG#¢.
The Postal Servicestates that the ISC at John F. Kennedy International Airport in Queens,
New York processes virtually all Outbound Singliece International and that a relatively
small number are processed at a facility located in Honolulu, Hawé&f®

As the effects of te COVIB19 pandemic became more pronounced in FY 2020 Quarters 3
and 4, the Postal Service redoubled its efforts to emphasize that each ISC adhere to the
correct sort plan for Inbound Letter Post (rather than combine Inbound Letter Post with
their domestic analogs) and was able to identify and correct specific pinch points at
particular ISCs346 Beginning in FY 2020 Quarter 4 and FY 2021 Quarter 1, international
mail flows were subjected to the types of data leveraging initiatives used for their domestic
analogs.SeeResponse to CHIR No. 5, questionst4 The Postal Service intends to expand
these initiatives through the remainder of FY 2021See idquestion 7. However, the Postal
Service does not identify specific metrics to measure the impact of initiativesd instead
generally references use of IV tools, RPG analysis, and Grid analy®&® idAccordingly, the
#1 1 1 EOOET 160 AEOAAOEOAO OAI AGAA O1 OEAOA EI OA
efficacy of these efforts.

Additionally for Inbound Letter Post, the Postal Service indicated that some foreign posts,

facing international air restrictions due to the COVIEL9 pandemic, may have routed

international mailpieces to fewer ISCs than expected (rather than spreading volume over

multiple ISCs), therebyco D1 EAAOET ¢ OEA 01 OOAI 3AO0OOEAA8O AE
the actual volumes347 Discussion specific to Inbound Letter Post and the QLMS appears in

Section 111.B.8.b.supra

343 SeeFY 2020 Service Performance Report-a29Docket No. ACR2019, Third Response at 3.

344 SeeFY 2020 Service Performance Report at 8. The Postal Service repoithés five ISCs located in New York City, New York; Miami,
Florida; Chicago, lllinois; San Francisco, California, and Los Angeles, C&deltéding Standards of the United States Postal Service,
International Mail Manual § 292.483, issued Jah. 2021 (IMM)see alsd-Y 2020 Q3 Audit Report at 36 (measuring achievement of audit
measure 27 for 5 ISCs); FY 2020 Q4 Audit ReportZI 8&ame).

345SeeMay 20, 2019 Postal Service SPM Plan at 51 n.31; Docket No.-B)20ifed States Postal ServiReply Comments, June 21, 2019, at 2
(Docket No. P12019, Postal Service Reply Comments). This Honolulu, Hawaii facility is referred to as an ISC in some documents and classified
as a P&DC in other€ompareDocket No. P12019, Postal Service Reply Comrtgeat 2,with IMM §292.483.

346 SeeFY 2020 Q3 Postal Service Audit Response at 8; FY 2020 Q4 Postal Service Audit Response at 7; Sectigmrd/.A.3.c.,

347 SeeDocket No. ACR2019, Response of the United States Postal Service to Commission InformatstiNRedu8eptember 23, 2020,
question 1 (Docket No. ACR2019, Response to CIR No. 4).
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(6) Commission Directives

The Commission finds that the Postal Service ditimeet its service performance targets for

First-Class Mail in FY 2020 and directs the Postal Service to improve service performance

results for its FirstClass Mail products in FY 202Ihe Commission recognizes that the

COVIB19 pandemic has exacerbat€dd EA 01T OOAI 3 AOOEAAGO AEALAEAOQI (
performance targets and takes that into account in formulating its directives.

The Commission is concerned that FY 2020 service performance results for Hiegle
Letters/Postcards declined fromY¥ 2019 and remain substantially below target. Accordingly,
the Commission determines that SingRiece Letters/Postcards remains out of compliance for
the sixth year in a row. Additionally, the Commission is very concerned that results for
Outbound SinglePiece International, which haveemained below target since FY 2009,
declined significantly from the previousigbserved levels and are substantially below target
in FY 2020. Therefore, the Commission determines Batbound SinglePiece International is
not in compliance for FY 2020.

The Commission directs the Postal Service to provide information on the following six matters.
If the Postal Service cannot provide responsive information at the requested level of
granularity, then responsive information sbuld be provided at the most practicable level of
granularity, along with a narrative explaining the level of granularity provided in the

response and detailing why the requested level of granularity could not be reached. The Postal
Service is encourageaftfile a motion for clarification in Docket No. ACR2020, if necessary.
Where appropriate, the Postal Service shall explain the reasons for any differences in the
calculation of data in FY 2021 versus FY 2020, and shall propose a method for comparing the
FY2021 data to the FY 2020 data.

@) FY 2021 Nationwide Transit and Last Mile
Improvement Efforts and Plans

First, the Commission directs the Postal Service to evaluate the efficacy of its FY 2021
nationwide efforts to improve transit and Last Mile and to prale specific detailed plans to
improve service performance results for Fir€lass Mail, as described in items 1 and 2.

1. The transit evaluation shall explain how the progress made in FY 2021 (or lack
thereof) toward ensuring ontime departures, ensuring tiraly tender to transit
suppliers, and minimizing en route delaypdfected ontime service performance
results for FirstClass Mail in FY 2021. The transit plan shall explain how the
Postal Service will improve results for Firgtlass Mail by describing: elc
planned action, the problem that the planned action is expected to remediate,
the estimated timeframe for implementation and completion of each planned
action, and the metrics used to measure progress toward completion.
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2. The Last Mile evaluation shall elgan how the progress made in FY 2021 (or
lack thereof) toward ensuring that facilities have proper education and are
held accountable affected ehime service performance results for Fir€tlass
Mail in FY 2021. The Last Mile plan shall explain how thet@bService will
improve results for FirstClass Mail by describing: each planned action, the
problem that the planned action is expected to remediate, the estimated
timeframe for implementation and completion of each planned action, and the
metrics usedo measure progress toward completion.

The evaluations shall include quantitative comparisons of the same period last year (e.g.,
compare FY 2021 Quarter 1 to FY 2020 Quarter 1) and provide a narrative explaining the
practices observed to remediate the uadying problem(s) in FY 2021. Because every
First-Class Mail product remains below its applicable target arftetPostal Service has
indicated that its progress and plans related to transit and the Last Mile apply to all
categories of FirsiClass Mail genally 348 the Commission will continue to allow the Postal
Service to describe its progress and plans at a class level. However, where appropriate, the
evaluation shall indicate if the reported progress and effect on results apply only to particular
categories of FirstClass Mail (e.g., shape, product, or service standard). The evaluation and
plan shall identify a responsible Postal Service representative, with knowledge of these
matters, who will be available to provide prompt responses to requests for tiation from

the Commission. The evaluation and plan shall be filed within 90 days of the issuance of this
ACD (by June 28, 2021). An updated evaluation and plan shall be filed at the time of the
FY2021 ACR (by December 29, 2021).

(b) FY 2021 Division Improvement Efforts and Plans

Second, the Commission directs the Postal Service to provide information for each of the
geographic Postal Service Divisions on the following matters, described in items 1 and 2.
Because the Postal Service has indicated that thesgise performance improvement efforts

are led by personnel in the new Logistics and Processing Operations unit, and the Commission
continues to have concerns regarding whether local actions are adhering to national
strategies, the Commission directs thed®al Service to provide narrative reports from each
Division to ensure a sufficiently wide set of narrative responses of geographic breadth.

1. For each Division, the Postal Service shall evaluate the efficacy of its FY 2021
efforts to improve ortime servce performance results for FirsElass Mail by
AAOAOEAET ¢ OEA S$SEOEOEIT60 POl COAOO i AAA
of failure to deliver First## 1 AOO - AEI 11 OEI A AT A A@bPIl AE
progress (or lack thereof) toward addressing eaohot cause affected otime
results for FirstClass Mail in FY 202This evaluation shall include
guantitative comparisons of the same period last year (e.g., compare FY 2021
Quarter 1 to FY 2020 Quarter 1) and provide a narrative explaining the
practicesobservedo remediatethe underlying problengs) in FY 2021

348 See, e.g.Docket No. ACR2018, January 11 Response to CHIR No. 1, question 22.
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2. For each Division, the Postal Service shall provide a detailed plan to improve
on-time service performance results for Fir€tlass Mail that describes each
planned action, the problem that the phned action is expected to remediate,
the estimated timeframe for implementation and completion of each planned
action, and the metrics used to measure progress toward completion.

Because every FirgClass Mail product remains below its applicable targatd the Postal
Service has indicated that its progress and plans apply to all categories of-Eilass Malil
generally, the Commission will continue to allow the Postal Service to describe its progress
and plans at a class levé? However, where approprig, the report shall indicate if the
information applies only to particular categories of FirgClass Mail (e.g., shape, product,
presort/single-piece, or service standard). The report for each Division shall identify a
responsible Postal Service represetite, with knowledge of these two matters specific to the
Division, who will be available to provide prompt responses to requests for clarification from
OEA #7111 EOCOEI T8 %AAE S$EOEOET 160 1 AOOAOGEOA OAD
as compred to the legacy geographic organizatio¥® The report for each Division shall be
filed within 90 days of the issuance of this ACD (by June 28, 2021). An updated report from
each Division shall be filed at the time of the FY 2021 ACR (by December 29, 2021

(c) Consistent Data

Third, to facilitate the consistent monitoring of Firs€Class Mail service performance

(particularly for Single-Piece Letters/Postcards), the Commission directs the Postal Service to
provide the following data, described in items 1 thrgh 5. Data shall be provided for FY 2021
10A00A0 uvh 1 06AA&B®hinE6 days bfAhe iSsudade of this ACD (by June 28,
ptougs8 $AOA OEAI T AA DPOI OEAAA -EA®D&E®9 ¢t oeu 10A
annualized for the fiscal year, in theY 2021 ACR (by December 29, 202he Commission

continues to direct the Postal Service to provide Araad District-level data to allow

comparability to prior fiscal years.

349 SeegenerallyLibrary Reference USFS20H o> t 5C FAE Sa a/ I LIaLSAINIR O LWRVF = £C , & Hlnd ({ SN/ ttSWNF GvS Hn
GDNBLG [F184a tw/ C, Hn {@0 t SNF wSLRNIOLIRTIE &bz NUKSRTNE towe/Saal SNgn | ¢
tw/ C, Hn {0 tSNF wSLR2NIOLUIRTRF dé¢t | OAFAO tw/ C, Hn {HO t SNF wSLRZ2NJ

3501t appears that the Postal Service plans additional char@msJnited States Postal Service, Postal News, U.S. Postal Service Announces Next
Phase of Organizational Changes Begun in August 2020, March 3, 2021, avditipte/&tbout.usps.can/newsroom/nationat
releases/2021/0303&ispsannouncemextphaseof-organizationalchangesbegunin-august2020.pdf

351 Mid-year refers to the aggregation of the data for Quarters 1 and 2 of FY 2021.

352 Seconehalf refers to the aggregation of the data fou&ters 3 and 4 of FY 2021. Annualized refers to the aggregation of the data for all four
quarters of FY 2021.
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1. The top five root cause point impacts for Fir§llass Mail, disaggregated by
shape/product and service standard, presented for the nation and each Area.
Please present results for Flats at the product level and disaggregated by the
single-piece and presorted categorié&*

2. The air carrier capacity requested, air carrier capacity reived, and air
capacity gap calculated, using daily cubic feet volufe.

3. The number ofCLTs (any HCR that is late by more than 4 hours), presented for
the nation, each Area, and each Distri€t.

4. The performance for each national operating plan target (alseferred to as
the 24-Hour Clock national clearance goals), presented for the nation, each
Area, and each District’

5. The 10 facilities with the most failures in meeting each of theR2dur Clock
national clearance goalsluring FY 2021. For each facility id¢ified, please
state the number of times that the facility failed to meet that national
clearance goal during FY 2021, and the corresponding number of times that
the facility failed to meet that national clearance goal during FY 2028.

(d) FY 2021 ISC Improvment Efforts and Plans
Tol TTEOT O OEA 01 OOikprovesoAtin® seAidedp@fordhaieEireduftsdor O 1
Inbound Letter Post an@utbound SinglePiece International, the Commission directs the
Postal Service to provide information from each IS@dahe Honolulu, Hawaii facility

responsible for processing Outbound Sindgléece International)on the following matters,
described in items 1 and 2.

1. For each facility, the Postal Service shall evaluate the efficacy of its FY 2021
efforts to improve ortime service performance results fambound Letter Post
and Outbound SinglePiece InternationalA U AAOAOEAET ¢ OEA EAAE
i AAA O1 xAOA AAAOAOOET ¢ OEA EAAT OEEEAA A
adherence to processing requirementsand k@1 ET ¢ ET x OEA AEAAEI
progress (or lack thereof) toward addressing each identified deficiency affected
results for these products in FY 2021.

WwSaLRyas G2 /1Lw b2d ox | dzS RYAQEZ-Q304 SPFG EFGR RooffCaUseSPbint fmpdctRankibgsbyp o v mc
QuarterforNéi A 2 Yy ®Ef AEX ¢ | yFROQNDEKBBWN bHCh wv@ka w22 /FdzAaS t2Ayd LYLI OG wl ylA

wWwSallRyasS G2 /1 Lw b2o o3I | dzZSRVAGQGREQIE SPFG BROR RooffChuseSRbint émpdct Rankibgsbyd o v mc
QuartSNJ T2 NJ bl GA2Y OET & EY2GQU20%R nd /{KLCV bt2GH a0 wavechi / F dza S t 2Ayd LYLI OG wl yq A
wSalLlyasS (G2 /1 Lw b2d o3 I dz5%2 RBPIQIQM4SPFOPECVSHIats Rdof Caus@HoiktlmpagtiRByk 0 v M

vdzt NISNI F2NJ bl GA2Yy OEf AE D¢

355 jbrary Reference USIES20H 0 9 EOSE FAE S -16bMIbit ! LI QX G &diaf ¥mdé

36| jbrary Reference USIES204 bz 9 EOSt FAfS aC,wHwn C/la vo /[¢ blif ! NBF 5Aa00EfAEZE
357 jbrary Reference USIES2029, EOSt FAE S a C-nmn KA Of RO IMET A E ¢

38| jorary Reference USES26bt onYX 9EOSt TAf SCEHORDAGER[CFACANBEPELE A EDE
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2. For each facility, the Postal Service shall provide a detailed plan to improve
on-time service performance rests for Inbound Letter Post an@utbound
SinglePiece Internationalthat describes each planned action, the problem that
the planned action is expected to remediate, the estimated timeframe for
implementation and completion of each planned action, and thetrics used to
measure progress toward completion.

The evaluations shall include quantitative analysis that identifies the metric(s) used in

support thereof, and if quantitative support is unavailable, the facility shall explain why it is
unavailable andprovide qualitative analysis in support of the evaluation. The report for each
facility shall identify a responsible Postal Service representative, with knowledge of these two
matters specific to the facility, who will be available to provide prompt resges to requests

for clarification from the Commission. Each facility shall quantify the Inbound Letter Post and
Outbound SinglePiece Internationalvolume it processed each Quarter and provide
corresponding quantification for the same period during FY ZDZThe report for each facility

shall be filed within 90 days of the issuance of this ACD (by June 28, 2021). An updated report
from each facility shall be filed at the time of the FY 2021 ACR (by December 29, 2021).

These facilityspecific reporting requiements are in addition to the Inbound Letter Post
specific status updates required by Section 111.B.8.b.3., above.

(e) Evaluation of Feasibility and Status of
Developing Point Impact Data for International
Mail

For its domestic FirsClass Mail products, theostal Service has developed point impact data,
which quantifies the number of percentage points by whichtime results decreased due to
each specific root cause indicator. See Response to CHIR No. 1, question 20.a. Since FY 2019
Quarter 3, the Postal $e@ice has generated nationaevel data for its international products
using internal SPM?3° The Commission encourages the Postal Service to use the experience it
has obtained in developing point impact data for its domestic products and in generating
internal SPM data for international products to quantitatively link decreases in international
service performance results to root causes of failure. Therefore Gbmmission directs the
Postal Service to evaluate the feasibility and status of its efforts¢wedop point impact data

for Inbound Letter Post an®utbound SinglePiece International The Postal Service shall file
this evaluation within 90 days of the issuance of this ACD (by June 28, 2021). An updated
evaluation shall be filed at the time of the¥F2021 ACR (by December 29, 2021).

)] National Monthly Service Performance Results
Tol TTEOT O OEA 071 OOrdnedigekie Otlifdiiidrd FY2ergio EYCO00 |
Commission directs the Postal Service to provide national service performancésesu
disaggregated by month, for Singleiece Letters/Postcardand Outbound SinglePiece

39 For FY 2019 and FY 2020, the Postal Service provided internal SPM data in addition to IMBt®@Qedar No. 5576&it 5. Data generated
by IMMS was used for reporting in FY 2019 and FY Bg2Section V.A.3.csupra Beginning in FY 2021 Quarter 1, internal SPM data is used
for reporting and the Postal Service retired IMMB@eOrder No. 5576 at 10; FY 2020 Methtmipes Report at 8.
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International (all service standards and combined3° These monthly results shall be due on
the following schedule: May 10, 2021 (monthly results for October 2019 uigloMarch

2021), August 9, 2021 (monthly results for April 2021 through June 2021), November 9, 2021
(monthly results for July 2021 through September 2021), February 9, 2022 (monthly results
for October 2021 through December 2021), and May 10, 2022 (mgntésults for January

2022 through March 2022551

b. USPS Marketing Mall
(1)  FY 2019 Directives

Finding that five USPS Marketing Maiproducts did not meet their FY 2019 service
performance targets Letters, Carrier Route Flats, High Density and Saturation
Flats/Parcels, and Every Door Direct Mail Retail), the Commission directed the Postal
Service to apply its data leveraging techniques to improve service performance. FY 2019
ACD at 127. The Commission directed the Postal Service to provide point impact data,
evauate the efficacy of its FY 2020 efforts to improve service performance, and provide a
detailed plan to improve performance for any product that did not achieve its FY 2020
target. Id.

(2) FY 2020 Results

Below, Figure /25 shows the service performance rest$ compared to the annual target of
91.8 percent ontime for USPS Marketing Mail products for FY 2019 and FY 2020.

360 This directive is separate from the requirements that the Postal Service report service performance results on an aparaidiadasis
pursuant to 39 C.F.R. part 3055. This directive complements, rather than replaces, themenmtiref 39 C.F.R. part 3055.

361 By the issuance of next ACD in March 2022, the Commission will evaluate whether or not monthly results will continuedsdzeyne
beyond this schedule.
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Figure V25
USPS Marketing Malil
Service Performance Resultsy PercentFY 20162020
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SourcefY 2020 Service Performance Report at 14; FY 2019 Service Performance Report at 11

(3) Postal Service Report

The Postal Service emphasizes that it improved etime service performane for several

categories of its USPS Marketing Mail products during the first two quarters of FY 2020

compared to the same period in FY 201%eeFY 2020 ACR at 3B8; FY 2020 Service

Performance Report at 16 The Postal Service describes significant adwss impacts that

occurred due to the COVIEL9 pandemic in the second half of FY 202@ee idThe Postal

Service explains that in response to declininggSPS Marketing Mawvolume along with

OAPEAI U ET AOAAOGET ¢ PDAAEACA Otitized thdgrocedang OOAT 3 A
and dispatch of mail with limited resources of employees and transportation. Our field

OTEOO &I ACOAA 11 bDPOT AAOOEIT ¢ AT A i1ig«l ¢ I AEI A
Response to CHIR No. 3, question 22Tde Postal Service assertthat Og]mployee

unavailability and mail inventory, coupled with limited transportation impeded their

AAEI EOU OiF AATEOGAO Al1l OUPAO 1 AdFiklyjthex EOEET A
Postal Service suggests that its efforts to prioritize the digery of Election MaiB2 (some of

362E|ection Mail is not a separate product and may be entered as@liass Mail or USPS Marketing Mail at the discretion of state and local
election officialsSeeUnited States Postal Serviddyblication 632: State and Local Election M&ila S NI aJarD 2220Ra§5, available at
https://about.usps.com/publicationsipb632.pdf Although USPS Marketing Mail has slower service standards compared-Ol&sMail, the
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which was entered as USPS Marketing Mail) may have resulted in delayed delivery of some
USPS Marketing Mail that was not Election MaeeResponse to CHIR No. §uestion 22.c.
The Postal Service states that quantifyinthe degree to which that may have occurred is

not feasible.See id.

As part of its plan to improve service performance foSPS Marketing Maih FY 2020, the

Postal Service stated that headquarters would monitor if local facilities adhered to

operational requirements: processing USPS Marketing Mail in Firgh-First-Out (FIFO)

order, operating at daily processing capacity, complying with the RPG, staging and scanning
mailpieces correctly, and using visualization and analytical toolSeeFY 2019 Service

Performance Reportat 14.# () 20 xAOA EOOOAA O1 Ii1T1TEOI O OEA o0
its plans during FY 2020SeeCHIR No. 3, questions 14, 20. The Postal Service indicates that
execution of these plans was interrupted by the COVAI® pandemic and thatthe Postal

Service intends to renew these efforts in FY 202%ee id.

(4) Comments and Related Commission Analysis

Reviewing certain service performance data for two categories of USPS Marketing Malil,
1 0- T AOAOOGAOG OEAO OEA 01 OQshdes havk pesitddkas O OAOOE
years. NAPM Comments at 11. The Public Representative observes that FY 2020 results for
five USPS Marketing Mail products remain below target: High Density and Saturation
Flats/Parcels, Letters, Carrier Route, Flats, artevery Door Direct Mail? Retail. PR
Comments at 2627. He further notes that FY 2020 results declined from the levels
observed in FY 2019 for four products: High Density and Saturation Flats/Parcels, Carrier
Route, Flats, andParcels See idHe states that the Pasl Service was able to improve
results for multiple categories of USPS Marketing Mail in Quarters 1 and 2 of FY 2020 from
the levels observed in the same period in FY 2018ee idat 27-29. He opines that the
COVIDB19 pandemic negatively impacted the P@A1 3 AOOEAA3O AAEI EOU Ol
improvement through the remainder of FY 2020See idat 29. Finally, he opines thathe
effective implementation of changes the Postal Service made in the ggandemic period of
FY 2020, as well as new initiatives td AAOA OO OEA DPAT AAI EA8O EIi D
reestablish service performance for these products in FY 202%ee idat 30.

s o~

AO

The data referenced by NAPM are not the produd¢vel results used to measure
compliance in the ACDCompareNAPM Comments all, with Figure \-25, supra. However,
NAPM is correct that service performance results for many USPS Marketing Mail products
have persistently been below targetThe Commissioracknowledges that the COVIQ9
pandemic exacerbated existing service performase challenges for the Postal Service and
has taken them into account in formulating directivesThe Commission has specifically
developed directives that elicit information and data regarding the steps that the Postal
Service will take to restore service prformance for its USPS Marketindvail products,

which are detailedbelow in Section V.A.4.b.6infra.

Postal Service strives to prioritize delivery of all Election Mail, regardless of the product selected by theSestdidted States Postal Service,
2020 U.S. Postal Service Election Mail Fact Sheet, October 21, 2021, at 1, avdikide//@bout.usps.com/newsroom/statements/1021
uspselectionmailfact-sheet.pdo 62 S gAff O2y dAydzS (2 LINAR2NAGAT S 9ftSuiah 22/F al kS LIKARI Gl
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(5) Commission Analysis

USPS Marketing Malil is designed for bulk mailings of items that are not required to be
mailed as FirstClass Mail or authorized fomailing as PeriodicalsSeeMCS Section 1200.1;
see als®MM 88243.1.1, 243.2.1FY 2020 service performance results for two USPS
Marketing Mail products (Parcels and High Density and Saturation Letters) exceeded the
targets set by the Postal Servicé&ive of the seven USPS Marketing Mail products (High
Density and Saturation Flats/Parcels, Letters, Carrier Route, Flats, aBdery Door Direct
Mail? Retail) did not achieve their service performance targets.

Of the five products that did not achieve their F2020 service performance targets

FY 2020 on-time results for three products (High Density and Saturation Flats/Parcels,
Carrier Route, and Flats) declined compared to FY 201@/hile FY 2020on-time results for
Letters andEvery Door Direct Maib Retail remain below target, the Commission is
somewhat encouraged that the Postal Service was able to increase results from FY 2019,
although that waslargely driven by improved pre-pandemic performance during Quarters
1 and 2363

Most USPS Marketing Mail results areased during the first half of FY 2020 (Quarters 1
and 2) and decreased during the second half of FY 2020 (Quarters 3 and 4) compared to
corresponding periods of FY 201964 Specifically, in FY 2020 Quarter 1 all seven products
posted results higher than he same Quarter in FY 2019; in FY 2020 Quarter 2 six products
posted results higher than the same Quarter in FY 2088 However, that trend reversed in
Quarters 3 and 4. In FY 2020 Quarter 3 six products posted results lower than the same
Quarter in FY 2019 in FY 2020 Quarter 4 all seven products posted results lower than the
same Quarter in FY 201966

The Commission commends the Postal Service for achieving demonstrable yeaer-year

improvement before the widespread onset of the COVHD9 pandemic. The Camission

recognizes that the COVIEL9 pandemic exacerbated existing challenges for service

DAOA&I Oi ATAA AT A OEA PAT AAT EAG6O Ei PAAO 11 01060
inability to maintain this year-over-year improvement during the second half oFY 2020.In

addition to renewing its pre-pandemic strategies, the Postal Service must refine its efforts

to address any ongoing adverse impacts of the pandemithe Commission also takes into

account that the Postal Service has indicated that prioritizinglection Mail may have led to

delayed delivery of some USPS Marketing Mail that was not Election M&é&eResponse to

CHIR No. 3, question 22.c.

33 CompareLibrary Reference USIFS20H = 9 EOSt FAES aC, wn !/ w alwhdDBdket NOBCRR019, tilkeryt A EZ€¢ (Gt 0
Reference USPEY14 (0 9 EOSt FAES aC, mep !'/w alNySldAy3a al Af dEf AEX¢ Gl 6 a! IIANBAI

34 Compare Library Reference USFS204 0 9 EOSt FAES 4C, wn !/ w al NJSGAY3 alwithdEt &EZ¢ G} 0
Docket No. ACR2019, Library Reference WSRSH ¢0X 9 EOSt FAES aC, mep !/ w al Ny SGAyYyBlalArRMydEf SEX ¢

35 Comparelibrary Reference USFS204 0 9 EOSt FAES 4C, wn !/ w al NJSGAYI alwthdEt &EZ¢ (1} o
Docket No. ACR2019, Library Reference WSRSH 0= 9 EOSEt TFAES aC, mp !/ w allNARS GoAly5E G | AT IINE Bl Hizhé2

36 CompareLibrary Reference USFS261 0= 9 EOSE FAES 4C, wn !/ w al NJSGAY3 alwithdEt &aEZ¢ (0
Docket No. ACR2019, Library Reference WSRSH ¢pX 9 EOSt FTAE S 4 C, m a!/IA NaR INJISAG2AYYED layl R fad B5f {&CE 2! €3
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Below, Figure V26 compares service performance results for USPS Marketing Mail by
shape and entry level fothe second half of FY 2020, along with corresponding data for the

-189-

second half of FY 2019.

Figure V26

USPS Marketing MaBervice Performance Results,
by Shape, by Entry Type, Second Half (Quarters 3 and 4), FX.RU1ZD20
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As illustrated by Figure V26 above, for Quarters 3 and 4 of FY 2020, all USPS Marketing
Mail results by shape and entry decreased from the results for the same period of FY 2019.

To promote transparency and accountabity for USPS Marketing Mail service performance

and to evaluate the relative significance ofthe | OOAT 3 AOOEAAGO EI BOT OAI 4
Commission obtainedpoint impact data representing the amount (number of percentage

points) by which on-time results for this class decreased due to each specific root cause of

failure 367 The Postal Service provides point impact data for USPS Marketing Mail that are
differentiated by shape (letter-shaped and flatshaped mailpieces) rather than producgs8

The Commission fauses its analysis on those letteshaped and flatshaped USPS
Marketing Mail products that were entered at the origin due to the increased likelihood of
more processing and greater transit duration compared to destination entered mailpieces.
Below, Figures \:27 and \A28 show the FY 2020 top root causes and corresponding point
impacts for letter- and flat-shaped USPS Mtketing Mail entered at origin.

37| jorary Reference USFES20H 0 9 EOSf FAE S 4C, wn ab Nl SGAYy3I albAf w22i /| dASPEf AEDE
368 | jbrary Reference USFS20H 0> t 5C -Fv20f PO NBFTH OSPLIRFZEé |G HO
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Figure V27

USPS Marketing Marigin-Entered Letter/Cards
FY 2020 National Top 5 Root Causes and Faonpiact
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Figure V28

USPS Marketing MaOrigin-Entered Flats
FY 2020 National Top 5 Root Causes and Point Impact
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As illustrated by Figures W27 and \¢28 above, the top root causes of failure in FY 2019
continue to persist in FY 2020. Similard First-Class Mail, the majority of the top five root
causes for originentered USPS Marketing Mail are related to transit and Last Mile. Similar
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by single-piece FirstClass Mail flows¢® Generally for both letter and flat-shaped USPS
Marketing Mail mailpieces, Last Mile failures were reported to be less problematic than

their Fir st-Class analogs. The Commission encourages the Postal Service to refine and apply
its data leveraging techniques to improve service performance for all USPS Marketing Malil
products that did not achieve their targets.

The Commission finds that narrative eporting and quantifiable data regarding the Postal
SAOOEAABO &9 ¢mgp DPOI COAOO ET AAAOAOOEI C O
TARAAAA O1T AT OOOA OOAT OPAOCAT AU AT A AAAT O1 OA
its service performanceresults.

A
El

3> T

(6) Commission Directives

The Commission expects that the service performance results for the USPS Marketing Mail

products (High Density and Saturation Flats/Parcels, Letters, Carrier Route, Flats, and Every

Door Direct Maib Retail) that did not achiee their FY 2020 service performance targets will

improve in FY 2021. The Commission directs the Postal Service to apply its data leveraging
techniques to improve service performance for these produtte Commission recognizes

that the COVIBLY pandemiE AO ABAAAOAAOAA OEA o071 OOAI 3AO0OEA
service performance targets and takes that into account in formulating its directives.

If the service performance results for any USPS Marketing Mail product do not achieve the
applicable amual service performance target in FY 2021, then the FY 2021 ACR shall include:
(1) the top five root cause point impacts for the product for each quarter and annually for
FY2021, disaggregated by shape/product and entry level/service standaféi(2) an
evaluation of theA FAEAAAU T £ OEA 01 OOAI 3A0OOEAAB8O &9 o1
service performance (including any progress toward addressing the recurring operational
efficiency issues identified by the Postal Service); and (8¢tiled planexplaining how this

PDOi AOGAOBE O OAOOIIfEné Postal BdrvicddcAnndE pravidel rédgordsie information
at the requested level of granularity, then responsive information should be provided at the
most practicable level of granularity, along wh a narrative explaining the level of

granularity provided in the response and detailing why the requested level of granularity
could not be provided. Where appropriate, the Postal Service shall specifically address how
the evaluation and plan apply to mpieces entered at origin versus mailpieces entered

further into the mail stream.

369 SeeResponse to CIR No. 1, question 7.a. The Posta#Se OS Of  NAFASaE GKFG a¢NFyaad [FGS {SO2yRI NE
O2NNBaLlRyRa Otz2asSte gAGK GKS aG¢NIyaAd [-pieteSnaibidvisiwithite orlylifferencberig NB  { Ol y ¢
that presorted mailpiecesra designed to flow to a secondary processing operation rather than a primary, but would have flowed on the same
transportation and experienced the same operational iss8es idThe Postal Service further explains that other top traraliated indicatos

FaaA3ySR (2 LINBaAa2NISR YIAfLASOSAE &dz0K a G¢NYYaAAlG aktdidimy I hdziI2Aay3I |
underlying transportation and operational issues, but are categorized differently due to expected processing@&avenbsoccurring or not

populating in piecdevel data.See idThe Postal Service opines that these indicators may have been assigned in instances where alternate

processing flows were used as workarourise id.

370 jbrary Reference USIES1929, Excel¥ f § & C, md al NJ SOAy 3 al Afqweeil //I| ddaaSSadsE £ saREA=a¢l T3 NGS - adll-A

destination entry versus origin entry); Docket No. ACR2019, Response to QHIR No. 4, question 35, Library Refefentel63P&el file
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C. Periodicals
(1) FY 2019 Directives

Finding that both Periodicals products did not meet their FY 2019 service performance
targets, the Commission directed the Postal Service tpply its data leveraging techniques

to improve service performance for Periodicals. FY 2019 ACD at 129. The Commission
directed the Postal Service to evaluate the efficacy of its FY 2020 efforts to improve service
performance and provide a detailed plan tamprove performance.ld.

(2) FY 2020 Results

Below, Figure 29 shows the service performance results compared to the annual target of
91.8 percent ontime for Periodicals products for FY 2019 and FY 2020.

Figure V29
Periodicals Service Performance Resultg Percent FY 2018FY2020
100
91.8 91.8
80
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>~ 60
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: 099 g
O
20
0
In-County Outside County
Periodical Products
FY 2019 mFY 2020 i Targets OPts from Target

Note: The Postal Service reports its targets and results to one place past the decimal point. The difference
between the target and the result is rounded to two places past the decimal point on this figure.

SourceFY 202@ervice Performance Report at 17; FY 2019 Service Performance Report at 16

(3) Postal Service Report

The Postal Service did not identify the top root causes féteriodicalsnot meeting service
performance targets in FY 2020Response to CHIR No, fjuestion 2.a. The Postal Service
emphasizes the significant adverse effects that the COVID pandemic had on service
performance for these products in FY 2020. FY 2020 Service Performance Report at1™8

As part of its plan to improve service performance foPeriodicalsin FY 2020, the Postal
Service stated that headquarters would monitor if local facilities adhered to operational
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requirements: processing Periodicals in FIFO order, operating at daily processing capacity,
complying with the RPG, using visualizatio and analytical tools such as the Grid, and
minimizing Work in Process(WIP) cycle time371

#()20 xAOA EOOOGAA OiI I1ITTEOIT O OEA 01 OOAI 3AO0O0E

SeeCHIR No. 3, questions 14, 24. The Postal Service indicates that executif these plans

was interrupted by the COVIB19 pandemic and that the Postal Service intends to renew

these efforts in FY 2021SeeResponse to CHIR No. 3, questions 14, 24. Additionallyet

Postal Service explains that it began its initiative to provid industry mail preparers with

actionable data to correct preparation and/or quality issues in August 2020, and is

therefore unable to assess the impact of this initiative on result&ee idquestion 25.

Further, the Postal Service reports that it improvd its Bundle Visibility tool in FY 2020

Quarter 1, but thatthe COVIlp w DAT AAT EA EAO 1 Ei EOAA OEA OTT1

0T OOAT 3AOOEAAGO AAEI EOU O AOGde@questords. EI DAAO
(4) Comments and Related Commissiofinalysis

The Public Representative observes that FY 2020 results for Periodicals declined from the

levels observed in FY 2019, and remain below target. PR Comments at 31. He notes that the

Postal Service was able to improve results for Periodicals in Quars 1 and 2 of FY 2020

from the levels observed in the same period in FY 2018ee idat 31-32. He opines that the

Covibpw DAT AAT EA TACAOEOAIT U Ei PAAOAA OEA 01 OOAI
improvement through the remainder of FY 2020See idat 33. He further notes that the

Postal Service is evaluating strategies to improve performance for flahaped mail, which

he hopes will improve results for these products in FY 2025ee idat 32-33.

The Commissioracknowledges that the COVIEL9 pandemicexacerbated existing service
performance challenges for the Postal Service and has taken them into account in
formulating directives. The Commission has specifically developed directives that elicit
information and data regarding the steps that the Postaé®ervice will take to restore service
performance for Periodicals, which are detailedelow in Section V.A.4.c.Gnfra.

(5) Commission Analysis

Periodicals includes newspapers or other publications that meet applicable criteria for
regular issuance, editoridand advertising content, circulation levels, and
sortation/preparation requirements. SeeMCS Section 1300.Neither Periodicals product
met its applicable 91.8 percent ortime target in FY 2020FY 2020 results are 10.9
percentage points and 11.1 percetage points below target forin-County and Outside
County, respectively.Overall,on-time performance for Periodicals decreased from FY 2019
to FY 2020.Specifically, FY 2020 results decreased 5.6 percent and 5.5 percent from

371 Docket No. ACR2019, Library Reference WSRSH (b t 5 C -HFfh f{S NS, OBp t SNF 2 NXY I yOS wSLR NI PLIRTFZE i
thetimeblSG 6 SSy | YI AfLIASOSQa KadddedistributioniiDockét Bo. AGRR0Y7( Uniteyl Sates Bogtal SeBrice FY 2017
Annual Compliance Report, December 29, 2017, at 28.
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FY 2019 results for In-Countyand Outside Countyrespectively.Periodicals have remained
below their applicable targets since FY 200972

Both Periodicals productsexperienced similar trends from FY 2019 to FY 2020. For both
products, in the first half of FY 2020 (Quarters 1 and 2) resdts increased compared to the
results for the same period in FY 201%0wever, that trend reversed inthe second half of
FY 2020 (Quarters 3 and 4), aesults decreased compared to theesults for the same
period in FY 2019373 The Commission commends th@ostal Service for achieving
demonstrable yearover-year improvement before the widespread onset of the pandemic.
The Commission recognizes that the COD® pandemic exacerbated existing challenges

Al O OAOOEAA DPAOAI O AT AA AflaliSerdce dper@tibns AAT EAG O EI

contributed to the inability to maintain this year-over-year improvement during the second
half of FY 2020.

The doubledigit percent decreases in service performance results observed in the second

half of FY 2020 (Quarters 3 and 4)ignificantly outpaced the singledigit percent increases
observedin the first half of FY 2020 (Quarters 1 and 2374 ComparingFY 2020 Quarter 3 to

the same Quarter in FY 2019, k€ounty Periodicals results decreased by 12.5 percent and
Outside County Peridicals results decreased by 12.6 perceit> Further, in FY 2020
10A00A0 th AT OE DPOI AOAOOGE OAOOI 6O AAAOAAOGAA
in FY 2019376

The Commission acknowledges thathe COVIDB19 pandemic interrupted the Postal

3 A O O E Ainjtd gursue As improvement efforts to their fullest extent, particularly in
Quarters 3 and 4 of FY 202@BeeResponse to CHIR No. 3, questions 14.b., 24.a., 26.a. The
Postal Service states that it intends to renew these efforts in FY 2021, under thieedtion

of the newheadquarters group dedicated to stabilizing service performance for letterand
flat-shaped mailpiecesSeeResponse to CHIR No. 3, question 14.a., 24nbaddition to
renewing its pre-pandemic strategies, the Postal Service must rents efforts to address
any ongoing adverse impacts of the COVAI® pandemic. Because both Periodicals
products performed below their targets for many years prior to the pandemic, the

372Prior to FY 2009, the Postal Service provided service performareeghddtwere limited to certain categories of FifSlass Mail and Package
ServicesSeeFY 2008 ACD at 41. For FY 2009 through FY 2011, the Postal Service applied a 91.0 {ienectarget to an aggregate

Periodicals resulSeeFY 2011 ACD at 74 60iftparing an aggregate result for both Periodicals products to the 91.0 percent target); FY 2010
ACD at 67 (same); FY 2009 ACD at 55 (same). Since FY 2012, the Postal Service has set separate (but equal) targetstioasgmoéuct

across all serge standardsSee, e.g.FY 2012 ACD at 57 (comparing FY 2012 result to the 91.0 percent target for each product); FY 2018 ACD
at 185 (comparing results for FY 2013 through FY 2017 to the 91.0 percent target for each product and FY 2018 result8 petherf1.

target for each product); FY 2019 ACD at 128 (comparing FY 2019 result to the 91.8 percent target for each productperfcz020

Performance Report at 17 (comparing FY 2020 result to the 91.8 percent target for each product).
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Commission suggests that the Postal Service carefully evaluate whichteflong-standing
efforts are the most impactful on service performance resultd’he Postal Service should
make efforts to develop quantitative analysis linking its root cause assessments with the
impact on service performance results for Periodicals maiieces, similar to the data
leveraging techniques developed for FirsClass Mail and USPS Marketing Mail.

(6) Commission Directives

The Commission finds that the Postal Service did not meet its service performance targets for
both Periodicals products in FY 20 and directs the Postal Service to improve service
performance results for these products in FY 2021. The Commission is very concerned that
on-time results forthese productswhich havaemained below target since FY 2009, declined
significantly from the levels observed in FY 2019 and are substantially below their targets in
FY 2020. Therefore, the Commission determines thaCounty and Outside County
Periodicalsare not in compliance for FY 2020he Commission recognizes that the COND
pandemich®® AZAAAOAAOAA OEA 01 OOAI 3AOOEAAS8O AEAI I
targets and takes that into account in formulating its directives.

€) FY 2021 Improvement Efforts and Plans

First, the Commission directs the Postal Service to evaluate theaeff of its FY 2021
nationwide efforts to improve IaRCounty and Outside County Periodicals service performance
and to provide specific detailed plans to improve Periodicals service performaxe,
described in items 1 and 2.

1. The Postal Service shall evalte the efficacy of its FY 2021 efforts to improve
on-time results for Periodicals by describing the progress mdueluding how
OEA 071 OOA1 3AOOEAA AAAPOAA EOO AEEI 000
status of efforts identified in Docket NOA&CR2019 and ACR202ahd
Aobl AETET C ET x OEA 01 OOAI 3A00BAAGO DOI
results for Periodicals in FY 2021. The evaluations shall include quantitative
comparisons of the same period last year (e.g., compare FY 2021 Quatter
FY 2020 Quarter 1) and provide a narrative explaining the practices observed
to remediate the underlying problem(s) in FY 2021.

2. The Postal Service shall provide a detailed plan to improvetiare results for
Periodicals that describes each plannedtian, the problem that the planned
action is expected to remediate, the estimated timeframe for implementation
and completion of each planned action, and the metrics used to measure
progress toward completion.

The report shall identify a responsible Post&érvice representative, with knowledge of these
two matters specific to Periodicals, who will be available to provide prompt responses to
requests for clarification from the Commission. This report shall be filed within 90 days of the
issuance of this AC(y June 28, 2021). An updated report shall be filed at the time of the FY
2021 ACR (by December 29, 2021).



Docket No. ACR2020 -198 -

(b) Evaluation of Feasibility and Status of
Developing Point Impact Data for Periodicals

The Postal Service has developed point impact data for othasses of mail (FirsClass Mail

and USPS Marketing Mail), which quantifies the number of percentage points by which

on-time service performance decreased due to each specific root cause indicator. See Response
to CHIR No. 1, questions 20.a., 22.a. Ther@igsion encourages the Postal Service to use this
experience to quantitatively link decreases in Periodicals service performance results to root
causes of failure. Therefore, tl@mmission directs the Postal Service to evaluate the

feasibility and statusof its efforts to develop point impact data fdéPeriodicals The Postal

Service shall file this evaluation within 90 days of the issuance of this ACD (by June 28, 2021).
An updated evaluation shall be filed at the time of the FY 2021 ACR (by Decembed219, 2

(c) National Monthly Service Performance Results
Toi TTEOT O OEA 071 OOrdnedigeiie Odelifdfidrd FYA2er g0 BYCPO00 |
Commission directs the Postal Service to provide nationatiame percent results,
disaggregated by month, fom-County and Outside County Periodic@lsThese monthly
results shall be due on the following schedule: May 10, 2021 (monthly results for October
2019 through March 2021), August 9, 2021 (monthly results for April 2021 through June
2021), November 9, 202(nonthly results for July 2021 through September 2021), February

9, 2022 (monthly results for October 2021 through December 2021), and May 10, 2022
(monthly results for January 2022 through March 20228

d. Package Services

(1)  FY 2019 Directives

The Commissiorfound that FY 2019 was the eighth consecutive year that the service
performance result for BPM Flats was below its target. FY 2019 ACD at 133. The
Commission also found that service performance results for Media Mail/Library Malil fell
below target for the second year in a rowld. For these two products, the Commission
directed the Postal Service to apply its data leveraging techniques to improve service
performance, evaluate the efficacy of its FY 2020 efforts to improve service performance,
and provide adetailed plan to improve performance.ld.

(2) FY 2020 Results

Below, Figure Y30 shows the service performance results compared to the annual target of
90.0 percent ontime for Package Services products for FY 2019 and FY 2020.

377This directive is separate from the requirements that the Postal Service report service performance results on an aperaddiadasis
pursuant to 39 C.F.R. part 305khis directive complements rather than replaces the requirements of 39 C.F.R. part 3055.

378 By the issuance of next ACD in March 2022, the Commission will evaluate whether or not monthly results will continuededzeyne
beyond this schedule.
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Figure V30
Package Services
Sewice Performance Results, lBercent FY 2018FY2020
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Note: The Postal Service reports its targets and results to one place past the decimal point. The difference
between the target and the result is rounded to two places past the decimal point ofighig. The

Commission approved a seqmérmanent exception for service measurement of Alaska Bypass Service. Docket
No. RM2016L, Order Concerning Sefermanent Exception from Periodic Reporting of Service Performance
Measurement for Alaska Bypass SeryvIgecember 23, 2014 (Order No. 2303).

SourcefY 2020 Service Performance Report at 20; FY 2019 Service Performance Report at 23

(3) Postal Service Report

The Postal Service was unable to identify the top root causes for BPM Flats and Media
Mail/Library Mail not meeting service targets in FY 202@Response to CHIR No., fiuestion
26. The Postal Servicighlights three of its FY 2021 plans focused on fleghaped
mailpieces that the Postal Service expects should improve service performance results for
these praducts: creating a newHeadquarters In-Plant Support Letter and Flat, Planning
and Implementation group, continuing Flat Mailer industry team work, and renewing prior
initiatives aimed to optimize operations for flatshaped mailpieces$7°

First, the Postal 8rvice explains that the new headquarters group dedicated to stabilizing

service performance for letter and flat-shaped mailpieces became fully operational in

FY2021 Quarter 2.Response to CIR No., fuestion 11.aThe Postal Service states that this

goOD xEIT 11T O0A AxAU £OI I OEA 01 OOAI 3A0O0OEAAGO
unachievable, universal operating plan to creating achievable and sispecific operating

plans.See id.Response to CHIR No, fjuestion 17.e. Second, the Postal Service reportaith

the Flat Mailer industry team focused on strategic development in FY 2020 and will pilot

operational changes aimed at streamlining handling during FY 202Response to CHIR No.

1, question 18. Third, the Postal Service reports that its prior initiativeselated to

optimizing service performance for flatshaped mailpieces had limited benefit in FY 2020

ST9FY 20@ Service Performance Report at22; Response to CIR No. 1, question 11; Response to CHIR No. 1, questions 17, 18.
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due to the impacts of the COVH29 pandemic.ld. question 17. The Postal Service plans for
the newHeadquarters InPlant Support Letter and Flat, Planningnd Implementation
group to monitor these initiatives using tools within the IV applicationld. question 17.e.

(4) Comments and Related Commission Analysis

Reviewing certain service performance data for Package Services, NAPM observes that the
01 OOAIT ssehice(perfarkdnce issues have persisted for years. NAPM Comments
at11. The Public Representative observes that FY 2020 results for BPM Flats improved
slightly from the levels observed in FY 2019, but remain far below target. PR Comments

at 34. He alsmobserves thatMedia Mail/Library Mail declined to the lowest level observed

in five years.See idHe notes that the Postal Service was able to improve results for these
products in Quarters 1 and 2 of FY 2020 from the levels observed in the same periad i
FY2019. See idat 35-36. He opines that the COVH29 pandemic negatively impacted the

01T OOA1T 3AOOEAAGO AAEI EOU O OOOOAET OBdO EIi PO
id. at 36.He further notes that the Postal Service is evaluating strategeo improve
performance for flat-shaped mail, which would include these productsSee idat 36-37.

The data referenced by NAPM are not the produdgvel results used to measure
compliance in the ACDCompareNAPM Comments at 1lwith Figure V-30, supra. However,
NAPM is correct that service performance results for two Package Services products have
persistently been below target.The Commissioracknowledges that the COVIE19

pandemic exacerbated existing service performance challenges for the Postal Sezvand
has taken them into account in formulating directivesThe Commission has specifically
developed directives that elicit information and data regarding the steps that the Postal
Service will take to restore service performance foBPM Flats andMedia Mail/Library

Mail, which are detailedbelow in Section V.A.4.d.6infra.

(5) Commission Analysis

Package Services are advertised as a cost effective option, which may receive deferred
service, for items that are not required to be mailed as FirgE€lass Mailor Periodicals.See
MCS Section 1400.5ervice performanceresults for BPM Parcels exceeded the applicable
service performance target in FY 202BPM Flats andVedia Mail/Library Mail did not
meet their service performance targets for FY 2020.

Thetwo products that did not achieve their FY 202&ervice performance targetsBPM

Flats andMedia Mail/Library Mail, experienced service performance challenges prior to

the pandemic. FY 2020 is the ninth consecutive year that BPM Flats has been below target
andthe third consecutive year thatMedia Mail/Library Mail has been below target.

Both BPM Flats andMedia Mail/Library Mail experienced similar trends from FY 2019 to
FY 2020. For both products, in the first half of FY 2020 (Quarters 1 and 2) results inceedl
compared to theresults for the same period of FY 201%owever, that trend reversed in
the second half of FY 2020 (Quarters 3 and 4) assults decreased compared to theesults
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for the same period of FY 201980 The Commission commends the Postal Secé for

achieving demonstrable yeafover-year improvement before the widespread onset of the

pandemic. The Commission recognizes that the COVID pandemic exacerbated existing

AEAT 1 AT CAO &£ O OAOOEAA DPAOAI Oi AT AA petatonsOEA DA
contributed to the inability to maintain this year-over-year improvement during the second

half of FY 2020.

Overall, FY 2020n-time results for Media Mail/Library Mail declined compared to

FY2019 and remain 9.1 percentage points below targef! For BPM Flats, results increased
by 0.5 percentage points from FY 2019 to FY 2020; however, this product remains 34.3
percentage points below target. Given the history of these products and the extent of the
gap between the results and the targetniaddition to renewing its pre-pandemic strategies,
the Postal Service must refine its efforts to stabilize these products and address any
ongoing adverse impacts of the pandemic.

The Commission acknowledges the unique characteristics of BPM Flats, which are@d

as a costeffective option for business mailers82 and are advertised as potentially

receiving deferred serviceSeeDMM §263.3.14 EA 01 OOA1 3 AOOEAA A@bl AE
Printed Matter Flats is a commercial product that is used by businesses to seladge

catalogs and similar flatshaped flexible items that are too heavy to be sent via USPS

- AOEAOCET ¢ - AEI ho AOO 1 AOOFROBIBdvicAPedorn@iceé AE OEA
Report at 20.

The Commission also recognizes that the Postal Service fackfficulties in monitoring its
service performance improvement efforts for both BPM Flats that are machirompatible
andthose that are not machinefAT | BAOGEAT A | I0ATHAOOR BdndiAereydO( O
require manual processing.

First, with respectto machine-compatible mailpieces, the Postal Servigglannedto reduce
the time between each scan evengeeResponse to CHIR No. 1, question 29Beginning in
FY 2019 Quarter 3, the Postal Service developed a metric, referred to as WIP cycle time, to
track this operational issue for BPM Flat33 For Quarters 3 and 4 of FY 2020, WIP cycle
time for BPM Flatsincreased compared to the results for the same period of FY 203%.1n

30 CompareLibrary Reference USFS261 ¢ = 9EOSt FAES 4C,wn 1/ : b
Reference USPBY1%H ¢pY 9 EOSEt FAES aC, mp !/ w tIFO1F3IS { SNDA
D

381 Compare.ibrary Reference USIES20H v 9 EOSE FAES &C, un '/ w t| with
Reference USPBY1929, ExceF At S aC, mgp !/ w t I+ O1F3S { SNBAOSa DET

QSibrapEt AaEX ¢ G
¢ dFo a! 3TN
QSibrapEt AaEX ¢ G
G! 3aANBAFGAZY
382 SeeUnited States Postal Servid®hat is Bound Printed Matter Servic&eptember 6. 2019, available at
https://fag.usps.com/s/article/Whats-BoundPrintedMatter-Servicesee alsdMCS Sectiof415.1(c); DMM $04.5.1.11. This product is not

available at the retail counter; instead, business mailers must follow the preparation, deposit, and permit requiremesetshis productSee
United States Postal Servid&hat is Bound Printed Matter Séce? see als®MM §604.5.1.11.

383Docket No. ACR2019, Library Reference USRI p X2 5SOSYOSNI HT I HaAmMdpE 9EOSE FAES a9nytdzof Aoyt

34| jbrary Reference USES20n p 2 5S0OSYOSNI HpE HnunE 9EOSX, HinAdIERR Gyaiadmy fordzs 20200 yb S w2 Lt ¢ C.
Quarters 1 and 2 are not comparable to the corresponding period during FY 2019 due to a methodological change.
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response to questions as to how these efforts impacted FY 2020-ome performance, the

Postal Service was unable to quantify the impact of cycle time on FY 2020 service

PDAOAEI OI AT AA OAOGOI 66 AOO AAETT x1 AACAA OEAO 0+ O
FY 2020; due to COVI29, service performance was negatively impacted this fiskcl UAAO8 06
Response to CHIR No. 1, question 29.a. The Commission encourages the Postal Service to
continue to collect quarterly WIP cycle time metrics for BPM Flats using a consistent
methodology and to identify the best practices to decrease cycle time cpared to the

same period in the last fiscal year. In FY 2020, the Postal Service advanced processing to

day zerc?8s for 13.48 percent of measured BPM Flats, a slight increase over the 12.97

percent reported as advanced in FY 201€ompareResponse to CHIR Nd, question 28,

with Docket No. ACR2019, Response to CHIR No. 3, question 19.

Second, with respect to nonmachinable mailpieces, the Postal Service does not track the

volume or percentage of BPM Flats that are processed manualResponse to CHIR No. 1,

guestion 27.The Postal Service summarizes the revenue, pieces, and weight data relating

to the mail characteristics of BPM Flats that require manual handling (piece weight, entry,

and presort level).ld. As the Postal Service has previously explained, BANats undergo

manual handling due to incompatibility with flat or package sorting equipment and

comingling of nonautomated and automated BPM Flat&Y 2018 Service Performance

Report at 20.The Postal Service explains that this results in a lack of vidiby into

manually-D OT AAOOAA "o0- &I AOO AT A OEAO Ofr EAAANOAOOA
coordinators to develop processes that will enable increased visibility for BPM [Flats] when

EO EO | Al (FX ROR0UQ4 ©dstalGdndce Audresponseat 6. The Commission

acknowledges the difficulty in tracking mailpieces that require manual processing. The

Commission encourages the Postal Service to focus its tracking on any data that would

AAI 71T OOOAOA xEEAE | EA&A Al-yeq diorigtodiprdve his OOAT 3 A00
DOl AOAOGGO PAOAE Oi AT AA EAOA AAAT OOAAAOGOAEODI 8 4
develop quantitative analysis linking its root cause assessments with the impact on service
performance results for BPM Flats, similar to the datkeveraging techniques developed for

USPS Marketing Mail.

In the absence of adequate data to conduct a quantitative analysis, the Commission

encourages the Postal Service to focus its nddeadquarters InPlant Support Letter and

Flat, Planning and Implemetation group on a meaningful qualitative analysis of its

multi -year efforts and identification of best practices. Ben that this product serves a

limited subset of commercial users, the operational challenges are recurring (albeit

exacerbated by the COVHp w D AT AAT EAQqh AT A OEA 071 OOAIT 3AO0OO0E
strategy has remained substantially similar yeato-year, the Commission encourages the

0T OOA1T 3AOOEAA Oi AT CAcCA ET A AEAI T COA xEOE O
actual performance concerning this unique offering.

385Day zero refers to the stathe-clock date. Docket No. ACR2018, January 11 Response to CHIR No. 1, question f#4t Hutomation scan
occurs on the same day as the sttre-clock date, then those mailpieces are counted as being processed on dajdzero.
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With respect to Media Mail/Library Mail, ontime performance results have remained

below target and declined yeatover-year since FY 2018. The Postal Service states that

Or OYEI OCE - AAEA - AEI T teEadheQokyGnUV repArs it folfods tieT O A OA
same mail flow as USPS Marketing Mail Flats and can therefore be improved by utilizing
OEI EIl AO Y6 OADPTI 00086 &9 c¢me¢m 3AOOEAA O0OAOA& OF A
asserts that its efforts to optimie flat-shaped mail (such as its newly dedicated

Headquarters group) will include Media Mail/Library Mail. See idat 22. However, the

Postal Service reports that only 7.33 percent of Media Mail/Library Mail pieces were flat

shaped in FY 2020; instead, theast majority of FY 2020 Media Mail/Library Mail pieces

were parcelshaped.SeeResponse to CHIR No. 1, question 27. For parsklaped Media

Mail/Library Mail, the Postal Service uses parcel sorting equipment or manual processing.

See idHowever, the Potal Service does not track the volume or percentage of Media

Mail/Library Mail pieces that are processed manuallyld. The Commission encourages the

Postal Service to track Media Mail/Library Mail volumes that are processed manually to

create an action pla to process these volumes oitime.

(6) Commission Directives

The Commission finds that the Postal Service did not meet its service performance targets for

BPM Flats and Media Mail/Library Maiin FY 2020 and directs the Postal Service to apply its

data leveraging techniques to improve service performance results for these products in FY
2021.The Commission recognizes that the COXIlEDpandemic has exacerbated the Postal
SAOOEAA8O AEAI 1 AT CAO ET AAEEAOEI ¢ EOOUNOAOOEAA
in formulating its directives.

While the ontime performance result for BPM Flats increased from FY 2019 to FY 2020 by 0.5
percentage points (largely driven by improved pfandemic performance during Quarters 1

and 2), the Commission remains concedthat this product issubstantially below its target
Moreover, FY 2020 marks the ninth consecutive year tB&M Flats has remained below its
target. The Commission is also concerned that the FY 202fimme performance result for

Media Mail/Library Mail remains below targetand declined agairfor the third consecutive

year. The Commission acknowledges that the Postal Service has repeatedly asserted that both
of these products have significant volumes that are incompatible with existing equipment and
therefore undergo manual processing, which is slower and costlier.

Tol TTEOT O OEA 071 O Ordmedigekhesd Enyding Bsuds Akbdddit©lad |

and parcetshaped mail products, which have been exacerbated by the CQYizandemic

the Commision directs the Postal Service to provide the following informatiorthe FY2021

ACR for BPM Flats and Media Mail/Library Mail. First, tRestal Servicahall evaluate the
AEEEAAAU 1T £ OEA 01 OOA1T 3AO0OOEAAS Oce&@apteditspv A £A&I
ArErEi 000 ET 1T EGCEO T &£ OEA PAT AAI EA6O EIi PAAOO Al
ACR2019 and ACR2020) to improve-time service performance for each product. Second,

the Postal Servicshall provide adetailed planfor howea& B OT AOAOE O OAOOI OO «x
improved, describingeach planned action, the problem that the planned action is expected to
remediate, the estimated timeframe for implementation and completion of each planned

action, and the metrics used to measure progrés&ard completion.
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e.  Special Services
(1) FY 2019 Directives
&ET AET ¢ OEAO Ofr OYEA 01 OOAI 3AOOEAA AGAAAAAA O
Special Services products, except for Post Office Box Service, which was near its service
DAOA&El OI AT ARY 20148,Ghe Bdindnissioih stated its expectation that service
performance for Post Office Box Service would improve in FY 2020. FY 2019 ACD at
135-36. The Commission directed the Postal Service to evaluate the efficacy of the six
planned actions identifiedin its FY 2019 ACR and provide a detailed plan to improve A )
DAOA&EI Oi ATAA EA OEA POT AOAOGO OADO#£1360 AEA 110
(2) FY 2020 Results

Below, Table V12 shows the service performance results compared to the annual target of
90.0 percent ontime for Special Services products for FY 2019 and FY 2020.

Table V12
Special Services
Service Performance Results, by Percent, FY 28Y2020

Annual
Special Services FY 2019 FY 2020 Target
% ORTime % ORTime
Ancillary Services 90.9 89.6 90.0
International Ancillary Services 99.8 99.8 90.0
Money Orders 99.4 93.1 90.0
t280 hTFAOSu . 2E { SNBAOS 88.3 88.2 90.0
Stamp Fulfillment Services 99.7 79.1 90.0

Notes: The Postal Service reports its targets and results to one place past the dedgitna@lpmbers in red indicate service
performance results that did not meet or exceed the annual service performance target.

The Postal Service sets a 90.0 percentiore target for Address List Services; however, there were no orders for Address List
Senices in FY 2020. FY 2020 Service Performance Report at 25.

The Commission approved a sgpermanent exception for service measurement of the following Special Servicescdrd\ddress

Correction Service, Applications and Mailing Permits, BusinessRaihlBulk Parcel Return Service, Certificate of Mailing, Merchandise

Return Service, Parcel Airlift, Restricted Delivery, Shipp@ Forwarding, Special Handling, Stamped Envelopes, Stamped Cards, Premium
Stamped Stationery, Premium Stamped Cards, hational Certificate of Mailing, outbound International Registered Mail, International Return
Receipt, International Restricted Delivery, International Insurance in conjunction with Inbound Surface Parcel Post é4)PCuBtoms

Clearance and DeliveRee, Caller Service, Change of Address Credit Card Authorization, International Reply Coupon Service, International
Business Reply Mail, and Money Orders (sales aspect of this service only, not inquiries). Docket No1RM2@H) Concerning Postal

Sevice Request for Seriiermanent Exceptions from Periodic Reporting of Service Performance Measurement, September 30, 2010 (Order No.
531); Docket No. RM20114, Order Approving SerRiermanent Exception from Periodic Reporting of Service Performance Messutréor
Applications and Mailing Permits, October 27, 2010 (Order No. 570).

SourceFY 2020 Service Performance Report at 25; FY 2019 Service Performance Report at 27.
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(3) Postal Service Report

With respect to Post Office Box Service, the Postal Service dsses five planned steps to

A~ o~ A o

Ei DOl OA OEEO POI AOGAOBO PAOAI Oi AT AA ET &9 ¢mngp

28-29. First, the Postal Service reports that it updated its Integrated Operating Plans (IOPs)
and 1994 scheduling tool in FY 2020 Quarter 4d. The Postal Service asserts that this
annual process performed at the end of each fiscal year should contribute to improved
service performance for this product by aligning staffing with workload for the next fiscal
year; however, the Postal Service isnable to quantify the specific impact of this annual
process on performance. Response to CHIR No. 1, questions 32.b.,-83.a.

Second, the Postal Service plans to update two of its computer programs, Mail Arrival

Quality (MAQ) and Plant Arrival Quality (RQ), which store IOP agreements, as well as

track issues and resolutions. FY 2020 Service Performance Report at 28. Third, the Postal
Service reports that the field began using a new dashboard to display key Post Office Box
Service metrics in January 2020d.; Response to CHIR No. 1, question 31.a. Fourth, the
Postal Service plans to develop a Delivery Point Sequence (DPS) Gap Analysis dashboard to
identify opportunities to increase automation and reduce manual processing. FY 2020
Service Performance Repdrat 28.

Fifth, to the extent permitted by the CDC guidelines for social distancing, the Postal Service
plans to resume its onsite Function 486 level two and three reviews, which include review
of Post Office Box operations. FY 2020 Service PerformancepBe at 29; FY 2019 Service
Performance Report at 31. Although irperson reviews were discontinued in March 2020
due to the COVIEL9 pandemic, the Postal Service completed numerous virtual reviews:
8,319 virtual Level 2 reviews in Small Office Variance aées (Level 20 and below) and 194
virtual Level 3 reviews in Customer Service Variance offices (Level 21 and above). FY 2020
Service Performance Report at 29. Additionally, due to theOVID19 pandemic, the Postal
Service discontinued its planned Lean S&igma®87 projects during FY 2020, four of which
were expected to specifically include review of the publichposted time of day when
customers can expect to collect the mail from their Post Office Box#%.

BWHCdzy OliA2y né AyOftdzRSa Odzad2YSNI aSNWAOS | Ovoled in giSrdutich Bf maiMoLI 2 8 SS &
carriers and to Post Office Boxes, retail window services, and miscellaneous administrative and Computerized Forwamdingesgstmns.
Postal Servic&lossary of Postal Terms

387The Postal Service has reported applyiegn Six Sigma tools and methodologies for several years to this prBéebiocket No. ACR2017,
Library Reference USPFS17H 0= 5SOSYOSNI HpZH pnME NIDA 68 FEANIB2 NICIL yi®S wS L2 NI PLIRTFX &
Reference USPEY184 0 5SOSYOSNI HYy SHopnMS NI B8 &8 NIB2 NIRb @OD18\8EGR RelfohaRcg =~ ¢ |
Report); FY 2019 Service Performance Report 129
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in other industries, including logisticSeelean Six Sigma Institute, Frequently Asked Questions, available at

https://leansixsigmainstitute.org/aboutisd [ Sy {AE {A3Yl O2Yo®W$BaLIBRSoa[ bRyl LKEARBKZLKE &S
G2

customerfocused business management system developed by MotoBala.idd [ S yé¢ NBFSNAR (2 F LIKAf2a2LKe

2L

systematically reducing nevalue-adding waste and including everyone in the tionous improvement procesSee idd { AE { A3YIl ¢ NBFSNJI

efforts to identify and eliminate the causes of variability and minimize failBes.id.

388 CompareResponse to CHIR No. 1, question 3Wvah FY 2019 Service Performance Report aeBdFY 208 Service Performance Report
FG Hecd ¢KS t2aliAVYSISNDAZOSAYASE kKR a! LI A YSpostedtimSaldagwhehBBtondetse {2
can expect to collect the mail from their Post Office BosesfY 2020 Service Pemfoance Report at 25; United States Postal Service, Quarter
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With respect to Stamp Fulfillment Servicesthe Postal Service reports needing to correct
application coding errors and change its staffing to address the service performance
challenges in FY 2020SeeResponse to CHIR No. 11, question 16.a. By way of background,
Stamp Fulfillment Services refers to the caralized order fulfillment facility for orders
received from customers of the Postal Store, USA Philatelic catalog, the USPS eBay store,
phone, and brochuresSeeidd EA 01 OOAT 3 A0O0OEAA AOOGAOOO OEAOD (
of orders nearly doubledZEOT | &9 ¢ [ifrpFos BOR0 QB hldne, SFSfamp

Fulfilment Services]saw over four times the number of orders come into systems for
fulfillment over previous yearsold. The Postal Service attributes these increases primarily
to customers using theg remote ordering options during the COVIEL9 pandemic and also
references the influence of grassroots initiatives supporting the Postal Servicgee idThe
Postal Service asserts that the increased volume, along with unexpected errors in the
application code, contributed to the decline in service performanceéee idThe Postal
Service reports that during FY 2020 it corrected the application coding errors, realigned its
procedures to assign a second shift of personnel to meet peak volumes, and hired non
career workers to support the increased volumeSee idThe Postal Service also reports that
in FY 2021 it installed new equipment to increase productivity and used its Lean Six Sigma
methods and teams to investigate how to rengineer the fulfillment system and
methodologies.See id.

The Postal Service reports that Ancillary Services service performance was impacted by
increased mail volume and reduced employee availability due to COVID. See idquestion
16.b. The Postal Service states that it will fosuon improving service performance for this
product, with special attention to certified mail/return receipt and insurance.See idThe
Postal Service states that management will conduct service talks, issue Standard Work
Instructions, train, develop improvement plans, and share best practices to improve
performance.See id.

(4) Comments and Related Commission Analysis

The Public Representative observes that only two Special Services products achieved their

targets for FY 2020: International Ancillary Serviceand Money Orders. PR Comments

atcpy8 (A TAOAOOGAO OEAO OEA 01 OOAI 3AOOEAA EAO
concerning Post Office Box Service, which remains below targ8ee idat 39-40. He urges

the Postal Service to take steps to improve the sace performance of Stamp Fulfillment

Services and Ancillary Services, which declined below their applicable targets in FY 2020.

See id.

The Commissionacknowledges that the COVIEL9 pandemic exacerbated existing service
performance challenges for the Pstal Service and has taken that into account in
formulating directives. The Commission has specifically developed directives that elicit
information and data regarding the steps that the Postal Service will take to restore service

n {SNIBAOS t SNF2NXI yOS aSI adzNBYSy igsdpecialsemicedeligebrvifor@ationgostofficabos S t 5C FTAL S
ASNDAOSAOLIRTZE G MT C, Hnmd { SNBAOS t SNF2N¥I yOS wSLERNI i omo
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performance for Post Offce Box Service, Stamp Fulfillment Services, and Ancillary Services
which are detailedbelow in Section V.A.4.e.Gnfra.

(5) Commission Analysis

Special Services are offerings related to the delivery of mailpieces, including acceptance,
collection, sorting,transportation, or other functions. SeeMCS Section 1500.1. Many of these
offerings are coupled with underlying mail matter (such as theexvices within the Ancillary
Services and the International Ancillary Services products), whereas, others are stand
alone services (such as Post Office Box Service, Money Orders, and Stamp Fulfillment
Services).See id.

Service performance results for International Ancillary Services and Money Orders
exceeded the applicable targets for FY 2020. Three products did not &¥Ve their
respective FY 2020 targets: Post Office Box Service, Stamp Fulfillment Services, and
Ancillary Services.

Service performance results for Post Office Box Service have remained slightly below the
target since FY 2015. For FY 2020, service perfoance results for Post Office Box Service
were 1.8 percentage points below target and decreased 0.1 percentage points from the
level reported in FY 2019 Notably, for the first half of FY 2020 (Quarters 1 and 2Rost
Office Box Serviceesults increased conpared to the results for the first half of FY 2019.
The Commission commends the Postal Service for achieving demonstrable yeaer-year
improvement before the widespread onset of the pandemic. The Commission recognizes
OEAO OEA DPAT AAIT H Bebvide ofdraboAsicntributed t6 thedr@lity to
maintain this year-over-year improvement during the second half of FY 2020. For Quarters
3 and 4 of FY 2020Post Office Box Serviceesults decreased compared to the results for
the same period of FY 209. Due to reduced employee availability and the social distancing
guidelines put into place due to the COVHR9 pandemic, the Postal Service was unable to
complete aspects of its existing multyear improvement efforts as planned, such as
completing LeanSix Sigma projects andealigning staff.In addition to renewing these pre
pandemic strategies, the Postal Service must refine its efforts to address any ongoing
adverse impacts of the COVH29 pandemic.

For the first time, the Postal Service did not achve the targets forStamp Fulfillment
Services and Ancillary Services. FY 2020 @4me performance results for both products
declined from the levels observed in FY 2019. The decline in results for Stamp Fulfillment
Services, which is large, appears to bargely attributable to application coding errors and
unprecedented surges in volumeSeeResponse to CHIR No. 11, question 16.a. Based lo: t
0T OOA1T 3AOOEAAGO O1 AOGOO Agpi AT ACEIT 1T &£ Eix EO
has implemented plans ad processes to ensure timely handling of surges in volume, the
Commission expects that the Postal Service will improve Stamp Fulfillment Service results
in FY 2021.See idResults for Ancillary Service remain near the target in FY 2020. The
Commission exyects that the Postal Service will improve results for this product as it
recovers from the COVIBL9 pandemic.
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(6) Commission Directives

The Commission finds that the Postal Service did not meet its service performance targets for

Post Office Box Servicgtanmp Fulfillment Services, and Ancillary ServidgasFY 2020 and

directs the Postal Service to apply its data leveraging techniques to improve service

performance results for these products in FY 20Zhe Commission recognizes that the

CcoVIR19 pandemichad JAAAOAAOAA OEA o071 OOAI 3AOOEAAB8O AE
performance targets and takes that into account in formulating its directives.

Post Office Box Servicesultscontinued to fall short of its performance target in FY 2020. The
Commissia expects the service performance results for Post Office Box Service will improve in

&9 oetoeu AO OEA 01 OOAI 3AOOEAA OAAITECTI O EOO 0O
on volume and employee availability. If the results for Post Office Boxi@&edo not achieve

the service performance target in FY 2021, then the FY 2021 ACR shall includan (1)
evaluation of theA F#ZAEAAAU T £ OEA 01 OOAI 3A0OOEAAB8O &9 o1
SAOOEAA AAAPOAA EOO A ALKlads@e the staus & gffare | £ OEA D
identified in Docket Nos. ACR2019 and ACR2020) to improveme service performance for

o~ o~ oA o

this product; and (2) adetailed planA @1 AET ET ¢ ET x OEEO DOIL.AOAOGGO

The Commission expects that the Postahsce will improve results for Stamp Fulfillment

Services and Ancillary Services in FY 2021he results forStamp Fulfillment Services or

Ancillary Serviceslo not achieve the service performance target in FY 2021, then the FY 2021

ACR shall includeg(1) an evaluation of the!A £ZFEAAAU 1T £ OEA 01 OOAT 3AO0O0OFE
i E1 Al OAET ¢ ET x OEA 01 OOAI 3AOOEAA AAADPOAA EOO
the status of efforts identified in Docket No. ACR2020) to improvéime service

performance for this product; and (2) detailed planA @D1 AET ET ¢ ET x OEEO bDOI

will be improved

B. Consumer Access

1. Introduction
4EA 0! %! OANOEOAO OEA 01 OOAI 3AOOEAA OiF OADPI O
service afforded by the Postal Sefge in connection with [each Market Dominant] product,
ET Al OAET ¢ 8 8 8 OEA AACOAA T £ AOSTGHCRAR OAOEOAE
§3055.91 requires the Postal Service to provide information pertaining to four aspects of
consumer access: pst offices (including closings and emergency suspensions), residential
and business delivery points, collection boxes, and wait time in line. The FY 2020 ACR and
Library Reference USP&Y20-333% contain consumer access information responsive to the

38939 U.S.C. § 3652(a)(2)(B)(ii); 39 C.F.R. § 3055.90.
3% FY 2020 ACR at-63; Library Reference USP$2@33, December 29, 2020.
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requremAT OO0 1T &£ 4EOI A ow AT A OEA #1111 EOOEI T8O OAC
additional information in responses to CHIR§91

The Postal Service also reports the number of retail facilities and delivery points in its

Annual Report to Congre$8? In the FY2019 ACD, the Commission reiterated the

importance of reporting consistent information among theAnnual Report to Congres&\CR,

and CHIR responses. FY 2019 ACD at 138. It directed the Postal Service to ensure that

information provided for both retail facilities and delivery points in its FY 2020 filings is

consistent among these sourcesd.at 1380 w8 4 EA #1 1 1 EOOETI T OOAOAAN
AEOAOADAT AEAOh OEA 01 OOAT 3AOOEAA 1 00Gd EAAT OE
at 139 (emphasis omited).

The number of delivery points is consistent between th&Y 2020 Annual Repodnd the FY
2020 ACRe93 However, the number of retail facilities listed in theFY 2020 Annual Report

and FY 2020 ACR differ from Library Reference USIFS20-33 and CHIR respnses3®4 In a
CHIR response, the Postal Service explains that since FY 2018, the number of retail facilities
in the Annual Reporto Congress AOA T AOAET AA OOET ¢ OEA o071 OOAI
Management System, which relies on field staff to classify and séocontractoroperated

retail facilities. Response to CHIR No. 1, question 8. By contrast, the numbers provided in
Response to CHIR No. 1 were obtained using the Contact Post Unit Technology (CPUT)
system, which records all contracts and reflects ufo-date information. Id. questions 6-8.

The Postal Service asserts that numbers obtained from the CPUT system are more reliable,
and it will use CPUT data in future ACRH.

The Commission reiterates the importance of providing consistent information among the

Annual Report to Congress, ACR, and CHIR responses. For its FY 2021 filings, the Postal
Service must obtain data from the same system to ensure that information provided for both

retail facilities and delivery points is consistent among the FY 2021 AniRegbort to

Congress, FY 2021 ACR, and CHIR responses. If there are any discrepancies, the Postal Service
must identify and reconcile them in the FY 2021 ACR instead of in CHIR responses.

391 SeeResponse to CHIR No. 1, questiof® Responses of the United States Postal Service to Questioris 1 2 ¥/ KI Adidhl yQa Ly T2 NY
Request No. 3, January 22, 2021, questiofi8 §Response to CHIR No. 3); Response to CHIR No. 9, quegtloi®8ponse to CHIR No. 13,

questonsic T wSalLkRRyasS 2F G(KS ! yAGSR {dFiGSa tz2adlt { SNBRH@Y23iD21vdzSadrzy m ;
(Response to CHIR No. 19).

392FY 2020 Annual Repat 26 Retall facilities are physical locations where the Postal Service offers products and services such as stamps and
PO BoxesSeeSection V.B.2infra.

33 Compare FY 2020 AnniRéportat 26,with Library Reference USFS2@00 0> 9 EOSt TFTAE S 458t AGSNE t 2Ayd& C, Hnl
YR a9y R C, ®¢

3% Compare FY 2020 Annual Reir26 and FY 2020 ACR at\6@h Library Reference USFS200 0 3 9 EOSf TAf QEd@EZEhh TFHO0SA
at2a80 hTFAOSEasé YR wSagRyasS (2 /1 Lw b2d Mz l[jdSadazya p
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2. Retall Facilities

The Postal Service offers products and services duas stamps andPost OfficeBoxes at
retail facilities, which are operated either by the Postal Service (Postal Servioperated
retail facilities) or third party contractors (contractor -operated retail facilities). See39
C.F.R. 8 241.3(a)(2)(i), (ii). Pstal Serviceoperated retail facilities consist of post offices,
classified stations and branches, and carrier annexes. Classified stations and branches are
managed by a post office located in a city that provides complete postal services to a
geographic aea and is generally where the postmaster is locatef> A classified station is
located within the corporate limits or city carrier delivery area of the city or town where a
post office is located In general, the name of the classified station does notmain the
city name used in delivery addressesdd. By contrast, a classified branch is located outside
the corporate limits or city carrier delivery area of the city or town where a post office is
located397 In general, the name of the classified branch otains the city name used in
delivery addressesld. A carrier annex is a facility that in general provides only carrier
operations 398

Contractor-operated retail facilities consist of contract postal units (CPUs), community post
offices (CPOs), and Villageost Offices (VPOs). CPUs are located at supplsvned or
supplier-leased facilities that provide postal services to the public at Postal Service prices.
Response to CHIR No. 1, question@POs are CPUs that provide postal services in small
communities, generally in areas where post offices have been discontinued, and usually
AAAO OEAEO AT 11 O1 EOI0.¥RDs arddimilar tA CRUs an)l OPO¢, bul A 8
offer limited services such as Forever Stamps and Priority Mail Flat Rate packades.
Although VPOs may contain Post Office Boxes, the Postal Service is required to provide
carrier service to Post Office Box holdergd.

For each fiscal year, the Postal Service must provide information on the number of retail
facilities at the beginning and end ofhe fiscal year, as well as the number of retail facility
closings during the fiscal year. 39 C.F.R. § 3055.91(a{@). This information must be
disaggregated by type of retail facility and provided at the national and area levels. 39
C.F.R. 8 3055.91)aThe Postal Service provides this information for FY 2020 in tHeY 2020
Annual Report FY 2020 ACR, Library Reference USP$%20-33, and CHIR response®? This
information is included in Table \/13.

wagal Ay t2ai hT TGS Pos@ITethst { SNBAOS

i dat 240 hFFAOS adl A2y Teé a/ | aaRodtdl SeRicqpératall Retayl FadilitiddistdntinSaRce Guide 6 Sa t 2adlt €
Handbook P€101, October 2012, Appendix A at 53 (HandbooKlPD.

gt 240 hF¥FFTAOS 0 NGlogsariK af Postal Zediis I af/ { SINIAAFOASS R .-1N1, ApPeidixA atl53. Yy R6 221 t h
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39 FY 2020 Annual Repait 26; FY 2020 ACR at 60; Library ReferenceP8E® 0> 9 EOSt FAE S 4t 28 0hTFAOSAC, HAHA DI
Response to CHIR No. 1, questior®s Response to CHIR No. 9, questiodi®8Response to CHIR No, fj8estion 6.
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Table V13
Number of Retail Facilities, FY 2048y 202¢P°
FY 2020 FY 2020
Postal Facility Type FY 2018| FY 2019| FY 2020| Change from| Change from
FY 2019 FY 2018
Post Offices 26,365 | 26,362 | 26,362 0 -3
Classified Stations & Branches and 4,959 4,960 4,968 8 9
Carrier Annexes
Total PostalService @erated Retall 31,324 31,322 31,330 8 6
Facilities
Contract Postal Units 2,119 2,034 1,914 -120 205
Village Post Offices 626 542 44z -100 -184
Community Post Offices 476 457 441 16 35
Total ContractorOperated Retail 3,221 3,033 2,797 236 424
Facilities
Total Retall Facilities 34,545 | 34,386 | 34,127 228 418

aFY 2020 number was obtained from Response to CHIR No. 13, question 6.

Source: Response to CHIR No. 1, question 8; Response to CHIR No. 9, question 6.a.

The total number ofretail facilities in FY 2020 was 34,127, which was 228 fewer than FY
2019. Between FY 2019 and FY 2020, the number of Postal Serviqeerated retail facilities
increased slightly, but the number of contractoroperated retail facilities declined for each
facility type (CPU, VPO, and CPO). The largest decrease between FY 2019 and FY 2020 was
in the number of CPUs, which decreased by 120.

The Public Representative commends the Postal Service for slightly increasing the number
of Postal Serviceoperated retail facilities, especially during the pandemic, because they
offer more products and services compared to contracteoperated retail facilities. PR
Comments at 45. However, he expresses concern about the decline in the number of
contractor-operated retail facilities. Id. He comments that this decline will likely have a
disproportionate effect on rural or remote areas because residents in these areas have to
spend more time traveling to access retail facilities during the pandemitd. He asserts that
O+ A ydmpdcdess to [contractoroperated retail] facilities remains an important source

of customer access while the current pandemic persists and for unforeseen emergencies in
OEA AOGG@EIb8ciRepresentative recommends that the Commission ask thesia
Service about its commitment to expanding retail access to hatd-serve communities and
request that the Postal Service submit a plan to expand this type of accddsHe states that

01 5 LINB@A2dzat e RAaOdzaaSRT (KS ydzyoSNI 2F NBGIF AT
query. Consequently, some numbers provided in Takl& ¥iffer from previously reported figureSeveral CHIRs were issued asking for the
most upto-date number of retail facilities for FY 2018, FY 2019, and FY 2020, which the Postal Service provided. Response t¢9 CHIR No. 1
question 8; Response to CHIR No. 13, question 6. In its responses, tHeSRosta clarifies that the information provided in the response

reflects the best available datSee id

F I OAnfthe ime®fithe RA FFSNA |
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this report should discuss specific methods for retaining and imgving retail access in
hard-to-serve communities if the pandemic continuedd. at 45-46.

In a CHIR response, the Postal Service states that it is sustaining retail access and

responding to the effects of the pandemic by designating 12,393 retail faciks as rural

post offices and leveraging the use of alternative access channels such as CPUs, VPOs, and
3O0Ai PO AU - AEI OiF 1 AET OAET OEA 071 OOAT 3AOOEAA
No. 13, question 2. The Postal Service describes other actiohisas taken to maintain

consumer access to postal services in rural or remote areas, which include establishing

temporary delivery points and alternate delivery locations, hiring postal support

employees and temporary carrier assistants, extending carriestreet times, adjusting clerk

start times, and redirecting mail to temporary receptacles for some businesses and nursing
homes.Id.

In FY 2020, the Postal Service did not close any post offices and slightly increased the
number of classified stations, banches, and carrier annexes. Although the number of
contractor-operated retail facilities declined in FY 2020, the total number of retail facilities
has remained more than 34,000 nationwide. The Postal Service continues to provide access
to products and sevices through alternative access channels in addition to providing
products and services oveithe-counter at retail facilities. SeeSection V.B.7infra. For
example, the Postal Service reports that there were 2,728 Self Service Kiosks (SSKs) at the
endof FY 2020 and states that it is considering purchasing additional SSKs to increase
retail access. Response to CHIR No. 1, questioiflie decline in retail facilities is mitigated

by the availability of products and services through alternative access chaels. The
Commission will continue to monitor the number of retailfacilities in the FY 2021 ACD.

3. Post Office Suspensions

For each fiscal year, the Postal Service must provide information on the number of
suspended post office®! at the beginning and endf the fiscal year, as well as the number

of post offices suspended during the fiscal year. 39 C.F.R. § 3055.91(a)@) Section

V.B.3.a. discusses post office suspension activity during FY 2020. Section V.B.3.b. discusses
the status of the post officesuspended at the end of FY 2016, an issue the Commission has
been concerned about and required quarterly reporting on for the last several fiscal years.

FY 2016 ACD at 151.

401 A post office is suspended when the Postal Service stops operations at a post office because an emergency or otherexuidiosuch
action.d 9 YSNEH Sy O& { dza LIS y1a1A RogeRdix A htl54/ Girmdnatnces that may justify suspending a post office include natural
disasters, termination of a lease or rental agreement when suitable alternate quarters are not available, lack of gesadifindel to operate

the retall facility, irreparable or severe damage to the retail facility, challenge to the sanctity of the mail, andddekudite measures to
safeguard the retail facility or its revenues. Handbook1®® at 39.
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a. Post Office Suspension Activity during FY 2020

The Postal Service filed data on tnnumber of suspended post offices in Library Reference
USPSFY20-33.402 This library reference also includes data on post offices reopened and
closed during FY 2020. Table \I4 shows post office suspension activity during FY 2020 by
facility type. It lists the number of suspended post offices at the beginning and end of FY
2020, as well as the number of post offices suspended, reopened, and closed during FY
2020. The number of suspended post offices at the end of FY 2020 is calculated by adding
the number of post offices suspended during the fiscal year to the number of suspended
post offices at the beginning of the fiscal year, and then subtracting the number of post
offices reopened and closed during the fiscal year. TablelM shows that the total number

of suspended post offices increased by 37 in FY 2020. At the end of FY 2020, there were a
total of 436 suspended post offices.

Table V14
Post Office Suspension Activity during FY 2020

Retail Facility Under Suspension| Suspenled Reopened | Closed During| Under Suspension
Type at the Start of During During FY 2020 at the End of
FY 2020 FY 2020 FY 2020 FY 2020
Post Offices 325 109 95 0 339
Stations/Branches 73 91 68 0 96
Carrier Annexes 1 0 0 0 1
Total 399 200 163 0 436

a|ln Docket No. ACR2019, thesd Service reported that the total number of post offices suspended at the end of FY 2019 was 401. Docket No.
ACR2019, Library Reference USF$% o0 X
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CHIResponse, the Postal Service confirms that the total number of post offices suspended at the beginning of FY 2020 i©&0hend t
difference was due to suspended post offices that were reopened at the beginning of FY 2020. Response to CHIR Nm 6,lguesti

Source: Library Reference USPIR@0 o X

b.  Status of Post Offices Suspended at the end of FY 2016

(1)

9EOSE

Background

TAES

Gt 2a0hFFAOSAC, HANHNOEf AEZE Gl o

In the FY 2015 ACD, the Commission expressed concerns about the large number of

unresolved suspended post offices, which had nearly tripled since FY 2012. FY 2015 ACD at
150. At the end of FY 2016, there were 662 suspended post offices. FY 2019 ACD at 140. In

the FY 2016 ACD, the Commission stated that it expected the Postal Sertacgignificantly
reduce the number of suspended post offices. FY 2016 ACD at 151. It directed the Postal
Service to file quarterly reports on the status of the 662 post offices suspended at the end
of FY 2016.d. Beginning in FY 2017, the Postal Servicasfiled quarterly reports on the
status of the 662 suspended post offices and included yeand information in the ACR.
These reports did not include the status of post offices suspended after FY 2016.

402| ibrary ReferenctlSP$Y200 o <
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In FY 2017 and FY 2018, the Postal Service resolvédi3 and 69 suspended post offices,
respectively403 |n FY 2019, the Postal Service only resolved 22 suspended post offidds.

at 141. Of the 662 post offices suspended at the end of FY 2016, 228 remained suspended
at the end of FY 2019ld. In the FY 2019ACR, the Postal Service stated that it expected to
resolve the remaining suspended post offices by September 2020. FY 2019 ACR at 61.

)T OEA &9 ¢mpw !'#%$h OEA #1111 EOOEIT 1TAOAOOGAA O
resolving the remaining suspended posbffices slowed considerably in FY 2018 and FY
2019. FY 2019 ACD at 143. It stated that it expected the Postal Service to resolve all
remaining suspended post offices by the end of FY 2020 by either reopening them or
closing them consistent with the post dice discontinuance processld. at 144. Given the
substantial number of remaining suspended post offices, the Commission found that
individual reporting on each suspended post office was necessary to hold the Postal Service
accountable for resolving the emaining 228 suspended post offices by the end of FY 2020.
Id. The Commission directed the Postal Service to continue filing quarterly reports on the
status of the remaining suspended post offices and actions taken to resolve them within 40
days after theend of each quarter in FY 2020d. For each remaining suspended post office,
the Commission directed the Postal Service to identify specific steps taken to resolve that
suspended post office during the quarter, describe anticipated next steps for that

susgpended post office, and explain how the Postal Service will resolve the remaining
suspended post offices by the end of FY 2024.

If the Postal Service failed to resolve the remaining suspended post offices by the end of FY
2020, the Commission directedhe Postal Service to explain in detail in the FY 2020 ACR
why it was unable to do sold. The Commission also required the FY 2020 ACR to provide a
detailed plan and timeline for resolving all remaining suspended post offices, including

post offices susgnded between FY 2017 and FY 202@.

(2) FY 2020 Post Office Suspension Activity

In FY 2020, the Postal Service filed quarterly updates on the status of the 228 post offices
suspended at the end of FY 20194 The Postal Service filed the FY 2020 Quarter 1 ref

on February 10, 2020, before the FY 2019 ACD was issuédin the FY 2020 Quarter 2

report, the Postal Service stated that it estimated it would be able to resolve the remaining
suspended post offices by December 31, 202€° This date differed from the targeted

September 2020 completion date the Postal Service provided in the FY 2019 AGBeFY

¢cnpw !#2 AO ¢op8 '1 01 h OEA 10A00A0 ¢ OAPT OO AE

403FY 2019 ACD at 140. The Postal Service resolves suspended post offices by reopening or closing them according to ésequttinedtin
Handbook P€101.

404This number doesot include post offices suspended after FY 2016.

405Docket No. ACR2018, Notice of the United States Postal Service Regarding Filing of Post Office Suspension InformétorirYpdate
Quarter 1, February 10, 2020 (Quarter 1 Post Office Suspension Report)

406 Docket No. ACR2018, Notice of the United States Postal Service Regarding Filing of Post Office Suspension Informdtorf-Ypdate
Quarter 2, May 11, 2020, at 4 (Quarter 2 Post Office Suspension Report).
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to describe specific steps taken to resolve each suspended post offiteing that quarter
and anticipated next steps for that suspended post office.

CIR No. 1 was issued on May 27, 2020, asking the Postal Service to explain why it did not
expect to resolve the remaining suspended post offices by September 2020Docket No.
ACR2019, CIR No. 1 also asked the Postal Service to file an updated spreadsheet providing
information for each individual suspended post office as the Commission required in the FY
2019 ACD. Docket No. ACR2019, CIR No. 1, question 1. In its response,db@lFService

filed an updated spreadsheet containing the required informatiori® The Postal Service
explained that because of pandemicelated delays and scheduling complications, it
determined that resolving all remaining post offices suspended at the eraf FY 2016 could
not realistically occur before December 31, 2020. Docket No. ACR2019, Response to CIR
No. 1, question 2.

In early August 2020, the Postal Service announced an organizational restructuring that
affected the group coordinating the resolutbn of suspended post office4?® On August 10,
2020, the Postal Service filed the FY 2020 Quarter 3 post office suspension report, which
stated that the Postal Service had only resolved 15 suspended post offices during the first
three quarters of FY 2020110 To meet the targeted completion date of December 31, 2020,
the Postal Service would therefore have to resolve 213 suspended post offices between July
2020 and December 2020. Quarter 3 Post Office Suspension Report at 3. A CIR was issued
in Docket No. ACR204 asking the Postal Service to explain how it plans to resolve the
remaining suspended post offices by the targeted date given the pace of resolving
suspended post offices in FY 20261

On August 24, 2020, the Postal Service announced its decision to paalactivities related

to resolving suspended post officeQuarter 4 Post Office Suspension Report at 3.

response to Docket No. ACR2019, CIR No. 2, the Postal Service clarified that it filed the FY
2020 Quarter 3 post office suspension report beforehis announcement was madé!? It

stated that it would provide an updated completion date for resolving the remaining
suspended post offices in the FY 2020 Quarter 4 report, which the Postal Service filed on
November 9, 2020.

407Docket No. ACR2019, Commission InformalRequest No. 1, May 27, 2020, question 2 (Docket No. ACR2019, CIR No. 1).

408 Docket No. ACR2019, Responses of the United States Postal Service to Questb@inmission Information Request No. 1, June 10,
2020, question 1 (Docket No. ACR2019, Resp@n&¢R No. 1).

409Docket No. ACR2019, Notice of the United States Postal Service Regarding Filing of Post Office Suspension Informdtorf-Ypdate
Quarter 4, November 9, 2020, at 3 (Quarter 4 Post Office Suspension Report).

410SeeDocket No. ACR2019, Nt of the United States Postal Service Regarding Filing of Post Office Suspension Information Update for FY20
Quarter 3, August 10, 2020, a2l(Quarter 3 Post Office Suspension Report).

411Docket No. ACR2019, Commission Information Request No. 2, Adg@€20 (Docket No. ACR2019, CIR No. 2).

42Docket No. ACR2019, Response of the United States Postal Service to Question 1 of Commission Information Request t\eb,2000yus
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In the FY 2020 Quarter 4 post dice suspension report, the Postal Service stated that it
resolved 2 suspended post offices during that quarteQuarter 4 Post Office Suspension
Report at 2.0f the 662 post offices suspended at the end of FY 2016, 211 of those post
offices remained suspeaded at the end of FY 2020d. The Postal Service explained that
because of its decision to pause all activities related to resolving suspended post offices, it

z A s A 9~ oz

xEl T TAAA O OAAOAI OAOA OEA OOAOOO 1T & AAAE

probAO AT OOOA 1T £ AA O&dt 3. Thabostal BefvibesstaiiedEhaliftt Adcided
not to reopen a suspended post office, it will then need to evaluate the status of the
discontinuance process for that suspended post officed.) O 1 T O &rA &pprepriateY E
the Postal Service will prepare to restart these [discontinuance] processes in January

¢ 1 ¢ pl8té@xplained that suspended post offices that already posted notices to complete
due diligence in 2020 will have to repost, conduct new commity meetings, and repeat
other steps outlined in Handbook P@L01, which contains the procedures for closing post
offices.See idat 3-4.

The Postal Service also confirmed that it did not resolve the 211 remaining suspended post
offices by the end of F2020 because of the ongoing restructuring process and the need to
reevaluate the status of each remaining suspended post offidd. at 4. The Postal Service
explained that it could not provide the Commission with an updated timeline for resolving
the remaining suspended post offices until the Postal Service reevaluates the status of each
onein2021.1d.) 6 T 17T OAA OEAO EO OxEI 1l Ai1OETIT OA Oi
expects to provide to the Commission a new timeline and project plan with i8Y2021
10A00A0 I AEI ET C86

Figure \+31 shows the number of suspended post offices resolved during each quarter of
FY 2020, as well as the number of suspended post offices remaining at the end of each
quarter of FY 2020.

“ oA

I AE
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Figure V31
Number of Suspendeéost Offices Resolved by FY 2020 Quarter
For 228 Post Offices Suspended at the End of FY2019
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aThis number does not include post offices suspended from FY 2017 through FY 2020.

b This number includes one United Nations post office in New York, \iw&l¢e 2 dzi aA RS 2F (KS tz2adlt { SNBAOSQa
of suspended post offices.

Source: Quarter 1 Post Office Suspension Report; Quarter 2 Post Office Suspension Report; Quarter 3 Post Office SyrperQicarfee4
Post Office Suspsion Report.

In FY 2020, the Postal Service only resolved a total of 17 suspended post offices. FY 2020
ACR at 62. Of the 662 post offices suspended at the end of FY 2016, 211 remained
suspended at the end of FY 2020d.

(3) FY 2020 ACR

In the FY 2019 ACDthe Commission directed the Postal Service to explain in detail in the
FY 2020 ACR why it was unable to resolve the remaining suspended post offices if it did not
complete the resolution process by the end of FY 2020. FY 2019 ACD at 144. The
Commission al® directed that the FY 2020 ACR provide a detailed plan and timeline for
resolving all remaining suspended post offices, including post offices suspended between
FY 2017 and FY 2020d.

In the FY 2020 ACR, the Postal Service explains that it was unaldedsolve the remaining
211 suspended post offices because of the ongoing organizational restructuring and the
future need to reevaluate each remaining suspended post office. FY 2020 ACR at 63. It
notes that the pandemic and Postal Service policies pausirgjail facility changes

disrupted the processes that it had implemented to resolve the remaining suspended post

o
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offices.ld. at 62. The Postal Service reiterates information provided in the FY 2020 Quarter
4 report and states that where appropriate, it Wil begin to reevaluate the status of each
remaining suspended post office in 2021ld. The Postal Service confirms that it cannot
provide an updated timeline for resolving the 211 remaining suspended post offices until it
reevaluates the status of each on@ 2021. 1d. at 63.

CHIR No. 3 asked the Postal Service to explain why it paused any action to resolve the
remaining suspended post offices until January 2021 and how the organizational

restructuring impacted its efforts and ability to resolve suspendegbost offices. CHIR No. 3,
guestions 6, 8. The Postal Service responds that it paused the process for resolving
O0OOPAT AAA PI1 OO 1T £EEAAOG Or AYOA O1I OEA Al 1 AEI
AOGAT OEA ADPPAAOAT AA 1T £ AT pbnsk to DHARND. 3] duestom 83 A O E
It explains that the large turnover in upperlevel management, the realignment of postal

areas from seven to four zones, and the pandemic temporarily impacted the group

responsible for resolving suspended post office$d. question 6.a. It notes that this group

should be better able to resolve the remaining suspended post offices once the Postal

Service absorbs recent changes and management acclimates to new roiés.

CHIR No. 3 also asked the Postal Service to explain wiwras only able to resolve 15

suspended post offices by the end of FY 2020 Quarter 3. CHIR No. 3, question 7. The Postal

Service responds that the pandemic created issues that, among other things, prevented the

Postal Service from holding iRperson community meetings. Response to CHIR No. 3,
NOAOOEI1T x8 )OO 11 OAO OEAO ET OEA T EAATA T &£ *0
xI OEAA O OAOI 1 6A OEA OAI AETET C OOOPAT AAA DPI O
Id.

As of February 2021, the Postale3vice states that it has not taken any action or made

efforts to resolve the remaining suspended post offices in FY 2021 because the process for

OAOT 1 OET ¢ OOOPAT AAA PI 00 1 EEEAAOC f4oiGgd AT 1 OET CA
activities, whichthe Posta 3 AOOEAA E A @3 Thd\RostaDServidemlaritels thak 8 6
OAOOGEARDI ¢ AAOEOEOEAOO OAZEAO O AAOOAET OOAD(
post office as outlined in Handbook PQO01. Response to CHIR No. 13, question 4.a.

Customerfacing activities are steps in Handbook P€01 that are directed toward

customers, such as posting notices to the affected community, sending response letters to

completed customer questionnaires, restarting community meetings, and posting

proposals to closeld. question 4.a., 4.b.; Response to CHIR No. 3, question 9.a.

Because the Postal Service has not yet approved the relaunch of custosfeming activities,
the Postal Service states that it cannot provide estimated dates for starting and completing
the processes for reevaluating and discontinuing suspended post offices, as well as an
estimated date for submitting a new timeline for resolving all remaining suspended post
offices, including post offices suspended between FY 2017 and FY 20R@sponse to CHIR
No. 3, questions 9.c., 10.a., 12.

413Response to CHIR No. 3, questions 9.c., 10.asgkResponse to CHIRINL3, question 4.b.
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(4) Comments

The Public Representative states that he is pleased the Postal Service paused the
suspension resolution process until 2021 and held post office closings in abeyance in areas
affected by the pandemic. PR Comments 4f. However, he is concerned that pausing the
suspension resolution process was not accompanied by reopening post offices during the
pandemic.ld. at 47-48. The Public Representative maintains that the pandemic has likely
increased the need for more exterige and rapid access to customefacing post offices and
recommends that the Postal Service quickly develop new criteria to evaluate the

DAT AAT EA3 O EIi BAAO Idial 48. AhelPublix iRdp@2sedtative AuQdests that
once these criteria are develped, the Postal Service should then restart the suspension
resolution process using these new criteria as soon as possibld.

The Public Representative recommends that the Commission require the Postal Service to
report how the pandemic impacted the ned for retail access to post offices in areas served
by suspended post officedd. He states that this report should examine several issues,
including the criteria the Postal Service previously used to determine whether to open,
close, or retain suspensiorstatus for currently suspended post offices, as well as the new
criteria the Postal Service will apply to suspended post offices while the pandemic
continues to affect areas served by suspended post officéd. He also suggests that the
Postal Service eglain how it determined the new criteria and that the Commission ask the
Postal Service to discuss other issues associated with the universal service obligatihat
48-49.

In its reply comments, the Postal Service states that although it did not reopany
suspended post offices, it has continued to sustain retail access and has proactively
responded to the effect of the pandemic on consumer access. Postal Service Reply
Comments at 17. These actions include establishing temporary delivery points and
alternate delivery locations, hiring postal support employees and temporary carrier
assistants, extending carrier street times, adjusting clerk start times, and redirecting mail
to temporary receptacles for some businesses and nursing homed. It notes that it will
continue to evaluate and address the continuing effects of the pandemic on consumer
access and address them accordinglid.

(5) Commission Analysis

Figure \-:32 shows the number of suspended post offices resolved by fiscal year for the 662
post offices suspended at the end of FY 2016.
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Figure V32
Number of Suspended Post Offices Resolved by Fiscal Year
For 662 Post Offices Suspended at the End of FY 2016

400
350 343
300
250

200

150

Suspended Post Offices Resolved

100

69

50 \\\\\\\\

22 17

FY 2017 FY 2018 FY 2019 FY 2020
Source: FY 2019 ACD at 1¢&Quarter 4 Post Office Suspension Report at 2.

Figure \A32 shows that in FY 2017, the Postal Service made significant progress by
resolving 343 of the 662 post offices suspended at the end of FY 2016. However, this
progress slowed considerably in FY 2018 and FY 2019, when the Postal Service resolved
only 69 and 22 sispended post offices, respectively. In FY 2020, the Postal Service resolved
even fewer only 17 of these suspended post offices.

In the FY 2018 ACD, the Commission emphasized the importance of resolving the

remaining suspended post offices as soon as poskd and stated that it expected the Postal
Service to accomplish this by the end of FY 2020. FY 2018 ACD at 201. Because of the lack
of progress during FY 2019, the Commission in the FY 2019 ACD directed the Postal Service
to report quarterly information o n each remaining suspended post office, including the
status, specific steps taken to resolve the suspended post office during each quarter, and
anticipated next steps. Despite enhanced reporting requirements, the Postal Service again
made minimal progressduring FY 2020 in reducing the number of remaining suspended

bi 00 | £#£ZEAAO8 4EA 01 OOAI 3AOOEAA A1 O AEA 110
FY 2019 ACD to provide a detailed plan and timeline for resolving all remaining suspended
post offices including post offices suspended between FY 2017 and FY 2020. These post
offices add another 225 suspended post offices to the 211 remaining of those suspended at
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the end of FY 2016, for a total of 436 total unresolved suspended post offices existingret
end of FY 2020.

The Commission acknowledges that FY 2020 presented unique challenges that impeded

OEA 01 OOAI 3AOOEAAGO POI COAOO ET OAOI T OET ¢ 00O
I OCAT EUAQCET T AT OAOOOOAOOOE Itggausdthefpro@ssfor 01T OOAI
resolving suspended post offices until 2021. However, the number of suspended post

offices has been an ongoing issue since at least FY 2016, and the Postal Service made

minimal progress in FY 2018, FY 2019, or before the challengé®t occurred in FY 2020.

11 0Tl h OEA 1T OCAT EUAOETT Al OAOOOOAOOOET ¢ AT A OE
I O OAOI 1 OET ¢ OOOPAT AAA DPIT OO 1T AEZEAAO xAOA EAA

The Commission is also concerned that the Pos$taervice has not taken further action or
made other efforts to resolve the remaining suspended post offices in FY 2021. The Postal
Service explains that it will not begin to reevaluate the status of each suspended post office
01 OE1l EO OA P enof cisthier AEMAE TOR 1 AREDPEn:FoTHIR Q@ 63,
question 4.a., 4.bHowever, it also states that it cannot provide estimated dates for

approving the relaunch of these custome®EAAET ¢ AAOEOEOEAO Of OEI OEO
Handbook PG101 procesO 8doquestion 4.a.

It is unclear why the Postal Service has not yet resumed the process for resolving
suspended post offices, and the Postal Service did not provide an estimated date or

timeline for doing so. The Commission is concerned that after tHeostal Service appeared

to aggressively begin to tackle the backlog of suspended post offices during FY 2017, the
Postal Service has addressed fewer and fewer of the remaining suspended post offices from
FY 2016 in subsequent years. Since FY 2018, the RdService has made little progress on
this long standing issue despite the continuing and enhanced reporting requirements that
have been required by the Commission in recent ACDs. In the meantime, the number of
post offices suspended between FY 2017 and/R2020 has grown with the number of
unresolved suspended post offices totaling 436 at the end of FY 2020. Given the
appearance of a lack of commitment by the Postal Service to addressing and resolving
suspended post offices in recent years, the Commissiwrill initiate a public inquiry docket

Ol EAAT OE&AZU AT A AAAOAOO EOOOAO Ei PAAET ¢ OEA 0O
suspended post offices. This public inquiry docket will provide interested persons the
opportunity to explore issues similar to those rised by the Public Representative, such as
the criteria the Postal Service will apply when resolving suspended post offices, as well to
explore why the Postal Service was able to resolve a large number of suspended post
offices in FY 2017 and has been ubée to do so in subsequent FYs.
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The Commission directs the Postal Service to continue filing quarterly reports on the status of

the 211 remaining suspended post offices and actions taken to resolve them. The Postal

Service must file this information witim 40 days after the end of each quarter in FY 2021 and

in FY 2022 for Quarters 1 and 2. Quarterly reports must continue to include a spreadsheet

containing the information provided in the FY 2020 Quarter 4 upddtéFor each remaining

suspended post offite NOAOOAOI U OAPTI OO0 1 66O AAOGAOEAA OE/
specific steps taken to resolve that suspended post office during that quarter, and anticipated

next steps. If the Postal Service does not take steps to resolve a suspended postdfige d

the quarter, it must explain why in the quarterly report.

The FY 2021 Quarter 2 report must include data disaggregated for FY 2021 Quarters 1 and 2
and contain the information required by the Commission as described above. The FY 2021
Quarter 2 repat must also include a detailed plan and timeline for resolving all remaining
suspended post offices, including post offices suspended from FY 2017 through FY 2021. If the
Postal Service fails to resolve suspended post offices in accordance with its mpdatinaeline,

the FY 2021 ACR must explain why and include a detailed plan and timeline for resolving all
remaining suspended post offices, including post offices suspended from FY 2017 through FY
2022.

4. Delivery Points

The Postal Service is required to prade information on the number of residential and
business delivery points at the beginning and end of the fiscal year. 39 C.F.R. § 3055.91(b).
The Postal Service provided this information for FY 2020 in Library Referend¢SPSFY20

33 and in theFY 2020Annual Report415 The total number of delivery points in FY 2020 was
161,374,152, an increase of 1,472,840 from FY 201@Y 2020Annual Reportat 26. Figure
V-33 shows the volume per delivery point between FY 2006 and FY 2020.

“ydzZ NISNI n t 280 hTFAOS {dzaALISyarz2y wSLERNIZ 9EOSt FAES 4C, wnyvny{ dza LIS
415 jorary Reference USES200 03 9 EOSf FAf S &5 SAYRGAGMNE Repdratdi & C, HNH AN DEf AETE



Docket No. ACR2020 -223-

Figure V33
Volume per DeliveryPoint, FY 2006FY 2020
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Density ® 1,458 1,434 1,359 1,178 1,132 1,111 1,051 1,035 1,011 996 989 951 923 892 800
Delivery Points (Millions) 146 148 149 150 151 152 152 153 154 155 156 157 159 160 161
Mail Volume (Billions) 213 212 203 177 171 168 160 158 156 154 154 150 146 143 129

aDensity is the Market Dominant and Competitive volumes divided by the number of delivery points.

SourcefY 2019 ACD at 145; Commission Calculation Baged 8620 Annual Repat 24, 26.

For the period FY 2006 through FY 202, volume per delivery point was at its highest level
of 1,458 mailpieces per delivery point in FY 2006. Volume per delivery point declined to
800 in FY 2020, a 45 percent decrease since FY 2006.

5. Collection Boxes

The Postal Service must provide, at the nanal and area levels, information on the number
of collection boxes at the beginning and end of the fiscal year, as well as the number of
collection boxes added and removed during the fiscal year. 39 C.F.R. § 3055.91(c). The
Postal Service filed this datdor FY 2020 in Library Reference USPISY20-33.416 Nationally,
there were 140,845 collection boxes at the end of FY 2020, 1,455 fewer than in FY 2019.
cells C12 and G12. Figure-84 shows historical data on the number of collection boxes
between FY 2014and FY 2020.

416|_jorary Reference USIES2@33, Excelk f S &/ 2t f SOGA 2y . 2ESAC, HAnHNOEf AE D¢
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Figure V34
Number of Collection Boxes
FY 2014 through FY 2020
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In a CHIR response, the Postal Service describes the process for determining which
collection boxes to remove each year. It explains that it follows procedures specified imet
Postal Operations Manual (POM) by conducting an annual density test and review of the
daily volumes received over a continuous two week period, as well as relocating or
removing collection boxes with density less than the required 25 pieces per da¥. It notes
that the area manager must authorize all collection box removals. Response to CHIR No. 9,
guestion 12.b.; POM § 313.33. The Postal Service states that it will continue to follow
procedures specified in the POM when removing collection boxes in FYZ0and future
years. Response to CHIR No.@yestion 15.

The Public Representative comments that the number of collection boxes decreased by

1.18 percent in FY 2019 and 1.02 percent in FY 2020. PR Comments at 50. He assumes that
the Postal Service has cdinued conducting annual density testing of collection boxes as

the Commission directed in the FY 2019 ACD to ensure that the network is both cost
effective and meeting the needs of customers now and in the futurel. He maintains that

while access to cliection boxes remains an important aspect of consumer access, the 1.02

41TResponse to CHIR No. 9, question 12.a., 12.b.; United States Postal Service, Postal Operations Manual §§ 314.3,B15(8pdialed

with revisions through July 31, 2020), availablétgps://homes.cs.washington.ed~thx/USPS_Postal_Operations_Manual_(POM)_2020.pdf
(POM). The POM sets forth the Postal Service's policies, regulations, and procedures governing retail, philatelic, cofl#@ionessing,
transportation, delivery, and vehicle operations. POM Cahegter.
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percent decline in the number of collection boxes between FY 2019 and FY 2020 is minor.
Id. He concludes that the Commission will mitigate potential concerns about the decline in
the number of collection boxes by continuing to monitor them as part of the ACR reviel.
at 50-51.

The Commission will continue to monitor the number of collection boxes in Docket No.
ACR2021. The Commission recommends that the Postal Service continuectiogdannual

density testing of collection boxes in FY 2021 to ensure that the collection box network is cost
effective while meeting the needs of its customers. The Commission also recommends that the
Postal Service describe in the FY 2021 ACR any plamst@tives to remove collection boxes
beyond the procedures specified in the POM.

6. Wait Time in Line

The Postal Service must report the average customer wait time in line for retail service at
the beginning of the fiscal year and at the end of each sussese fiscal quarter at the
national and area levels. 39 C.F.R. § 3055.91(d). The Postal Service provided this
information for FY 2020 in Library ReferencdJSPSFY20-33.418 The national average wait
time in line increased from 2 minutes 8 seconds in FY 2018 2 minutes 26 seconds in FY
2020. FY 2020 ACR at 61. TableM shows the quarterly national average customer wait
time in line for FYs 2016 through 2020.

Table V15
National Average Wait Time in Line (in Minutes)
by Quarter, FY 201€-Y 2020

FY 2016 | FY 2017, FY 2018 FY 2019 FY 2020
Quarter 1 3:12 2:30 2:18 2:25 1.57
Quarter 2 3:26 2:39 2:28 2:34 2.06
Quarter 3 2:45 2:34 2:04 1:54 2:59
Quarter 4 2:17 2:28 1:53 1:39 3:05
Source: Library Reference USPR@ 05 9 EOSt FAE S a2 BAGE OYSWYINAY &IC 21 Ain PEf AEX
¢AYS bliGA2yttf C,unTé C, unmep !/ 5 i mnco

Table \£15 shows that in FY 2020, the national average wait time in line was approximately
2 minutes during Quarters 1 and 2, but increased during Quarters 3 and 4 to approximately
3 minutes. Ths figure also shows that in FY 2020, wait time in line for Quarters 1 and 2
were shorter compared to past years. However, wait time in line during Quarters 3 and 4
were longer compared to past years.

The Public Representative comments that wait time inrle nationally and for all postal
areas increased between FY 2019 and FY 2020. PR Comments at 51. He points out that
between FY 2019 and FY 2020, wait time in line increased by 18 seconds nationally and

418 jorary Reference USFS200 03 9 EOSt FAE S 42 AGCAYSLY[AYS C,HANHANDET &E D¢
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substantially more in the Capital Metro, Pacific, an8outhern areas compared to other

postal areasld. at 52. He states that the increased wait time in line was most likely due to
the pandemic, which he assumes will continue to increase wait time in line during FY 2021.
Id. He comments that the Postal Serwe does not address the increased wait time in line in
the FY 2020 ACR and notes that the Postal Service did not provide any plans or timelines to
either improve wait time in line or mitigate increases if the pandemic continuedd.

The Public Representtive concludes that wait time in line is an important aspect of
consumer access and recommends that the Commission require the Postal Service to
develop and file a plan with the Commission that describes how the Postal Service will
mitigate the increased wvait time in line during the pandemic.ld. He recommends that this
plan describe steps and resources the Postal Service considers necessary to return wait
time in line to pre-pandemic levels.d.

The Postal Service explains that national and quarterly waitme in line increased between

FY 2019 and FY 2020 largely due to unforeseen circumstances resulting from the

DAT AAT EAh xEEAE AAOOAA 111 CAO OEAT A@PAAOGAA I
OECT EEZEAAT Ol U OAAOAAA A itddHIRWA A, queshidnB.iItAtdtds] EOU8 o
that main drivers for increased wait time in line during FY 2020 were social distancing,

increased volumes, and employee availabilitfResponse to CHIR No. 13, question 3; Postal

Service Reply Comments at 19.0 mitigate increased wait time in line during the

pandemic, the Postal Service notes it will continue to leverage employees from other

locations to ensure employee availability, fill hiring vacancies, and use alternative access

channels and technologyld.

Reduceal employee availability and increased volumes are reasonable explanations for the
increased wait time in line between FY 2019 and FY 202Bowever, it is unclear how social
distancing requirements would impact wait time in line. Although lines would be loger,

the number of people waiting in those lines would not increase and thus not impact wait
time.

The Commission encourages the Postal Service to continue to ensure employee availability, fill
hiring vacancies, and take other actions to mitigate increaseait time in line during the
pandemic. In the FY 2021 ACR, the Commission recommends that the Postal Service describe
actions taken during FY 2021 to mitigate wait time in line during the pandemic. If wait time

in line worsens during FY 2021, the FY 20RCR should explain why and describe plans for
improving wait time in line during FY 2022 and future years.
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7. Alternative Access

In addition to providing products and services at retail facilities, the Postal Service
continues to provide consumer access tough alternative access channels. The
Commission previously recommended that the Postal Service continue to expand
alternative access channels to ensure customers have ready access to essential postal
services#1® The Postal Service provides a table contaimg information on retail revenue by
channel for FY 2020 in a CHIR respon$& The Postal Service also provides information on
the number of transactions, as well as a more detailed breakdown of revenue for some of
these channels, where the information waavailable, in a CHIR responséd. question 1.

The major retail revenue channels are:

Post Offices

CPUs

Click-N-Ship

Stamp Sales by Partners!

SSKs
Stamps by Mail/Phone/Fax

= =4 A4 -4 A -

Figure \A35 compares retail revenue by channel from FY 2017 through FY 2020. Figw-
35 groups these retail revenue channels into three groups:

1 Post Offices (walkin revenue from post offices and CPUSs)
1 Internet Access (ClickN-Ship)
1 Other*22 (including Stamp Sales by Partners, SSKs, and Stamps by Mail/Phone/Fax)

419Docket No. N201-2, Advisory Opinion on Post Office Structure Plan, August 23, 2012, at 37.

420Response to CHIR No. 1, question 2. The Retail Revenue by Channel tathé=lpnatviis CHIR response was initially included in the Postal

{ 8§ NIRYQ& .0 Gomprehensive Statement on Postal OperaiesBocket No. ACR2010, Library Reference WSR817, December 29,

2010, at 24. This table does not include all Postal Semi@nue, which also consists of revenue from commercial channels such as bulk mail
entered through the permit process and channels used by small businesses such as PC$aeRa@gponses of the United States Postal

{ SNIBAOS (2 v dz8 & inforthglian RequestNo. 1K Fehrdaly R3/ 201, question(Response to CHIR No. 19).

421 This channel consists of Stamps to Go, which allows private retail stores to sell stamps to the public at the saménprivesta Service.
Id. question 1.e. Thet8mp Sales by Partners channel does not include online ddles.

2¢KS GhGKSNE INBdzLI | a2 AyOfdRSa NBOSydsS ISySNI SR o&lofegdes,yS hiKSNI -

PC Postage Approved Shipper, and Forever Stamg Sédenate Acces$d. question 1.d.
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Figure V35
Retail Reenue, by Channel, FY 20dFY 2020
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Source: Response to CHIR No. 1 question 2; Docket No. ACR2019, Responses of the United States Postal Service to Qustiond 1K I A N | y Qa
Information Request No. 1, January 16, 2020, question 2; Docket No. ACRX{ji9ee of the United States Postal Service to Questidias 1

17pn 2F [/ KFANYIYQa LYF2N¥YIFGA2Y wSljdzSad b2d b2d mI Wl ydzesBostalME HAMDI
{SNBAOS (2 vdzSaidAzy o 2tNo AKFehrdaly RO/ IDES, questioreaNY | G A2y wSljdzSa

Figure \L35 shows that in FY 2020, approximately 20 percent of retail revenue came from
alternative access channels other than post offices. Revenue for the SSKs, Stamps by
Mail/Phone/Fax, and ClickN-Ship channeldncreased by $150 million, or approximately 19
percent, in FY 2020. By comparison, retail revenue overall from other channels increased
by approximately 2 percent. The SSKs, Stamps by Mail/Phone/Fax, and Gi#Ship
channels provide alternative access tpostal services with limited interpersonal contact.
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C. Customer Satisfaction with Market
Dominant Products

1. Background

The PAEA requires the Postal Service to report measures of the degree of customer
satisfaction with the service provided for each Market Dminant product. 39 U.S.C.
§3652(a)(2)(B)(ii); 39 C.F.R. 8 3055.90. The Postal Service measures customer satisfaction
with Market Dominant products and customer experience generally using surveys. The
ACRmust include a copy of each type of customer suryeand information obtained from

each survey. 39 C.F.R. 8 3055.92. This information must include a description of the type of
customer targeted by the survey, the number of surveys initiated and received, and the
number of responses received for each questn, disaggregated by each possible response.
Id. The Postal Service provided the surveys and other customer satisfaction information in
the FY 2020 ACR and Library Reference USP%20-38.423

In FY 2020, the Postal Service measured customer experience usaight surveys: Business

Service Network, Point of Sale, Delivery, Customer Care Center, Customer 360, Large

Business, Business Mail Entry Unit, and USPS.c#hEach survey measures a customer

touchpoint or interaction between the customer and the Postal Seice. For example, the

Point of Sale survey measures customer experience at retail facilities with Point of Sale
systems.Library Reference USP$Y20-38, Preface at 3The customer surveys, FY 2020

targets and results, and related issues will be discusséll A AOAEIT ET OEA #1101 1°¢
forthcoming Analysis of the FY 2020 Annual Performance Report and FY 2021 Annual

Performance Plan

To measure customer satisfaction with Market Dominant products, the Postal Service uses
data from the Delivery and Large Busiess surveys for three types of customers:

residential, small/medium business, and large business. FY 2020 ACR at 54. The Delivery
survey measures customer satisfaction of residential and small/medium business
customers with sending and receiving mail and gckagesLibrary Reference USP$Y20-38,
Preface at 3; CX Surveys at 29, 3th.FY 2020, residential and small/medium business
customers were randomly selected, contacted by mail, and given the option of completing
the Delivery survey by phone or online. ¥ 2020 ACR at 54. The Large Business survey
measures customer satisfaction of large businesses with 500 or more employeE¥ 2020
ACR at 54; CX Surveys at 5. A panel of large business customers completed the survey
monthly in FY 2020.Library Referenee USPS-Y20-38, Preface at 5. In this section, the
Delivery and Large Business surveys are together referred to as the Customer Satisfaction
surveys.

43FY 2020 ACR 40; Library Reference USP8200 y = 5 S0OS8Y 06 SNJ u cpFY20onynén IF AFf28 ROS/NJ ydfl dzNIIS e a ¢yC, Hn dR 2 (
424 jbrary Reference USFS200 y 5 t 5C -Fr20b0 ¥ W NB T Qqmrdalfef = ¢ | G m
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The Customer Satisfaction surveys measure customer satisfaction with Market Dominant
products for residertial, small/medium business, and large business customers by asking
about their satisfaction with a number of mailing services, such as Firgtlass Mail and
Media Mail425 Customers were asked to rate their level of satisfaction with each mailing
service usng a sixpoint scale ranging from Very Satisfied to Very Dissatisfie@X Surveys
at 29-31, 66-69. The customer satisfaction result for each mailing service is expressed as
the percentage of customers who selected Very Satisfied or Mostly Satisfied. FY@RBZR
at 55-56.

2. Changes to Customer Satisfaction Surveys

The Postal Service states that it updated the Customer Satisfaction surveys in FY 2020 to
more accurately measure customer satisfaction with Market Dominant products. FY 2020
ACR at 55. These updatesclude having two separate questions asking about customer
satisfaction with domestic and international mailing servicesld. By contrast, the FY 2019
Customer Satisfaction surveys had one question asking customers about both domestic and
international mailing services#26 The FY 2020 Customer Satisfaction surveys also measure
customer satisfaction with more domestic and international mailing services compared to

FY 2019. Figure V36 compares the mailing services listed on the FY 2019 and FY 2020
Customer &tisfaction surveys.

425The Customer Satisfaction surveys refer to classes and products as mailing services. Although they also ask about tisfstotioer wih

I 2YLISGAGADS LINPRdIzZOGA &adzOK Fa t NA2NAGE al Af I g0oRthelggalityof serdok hfforiled D NB dzy R =

i

08 GKS tz2adrf {SNBAOSE F2NI SIOK alb NSt 52YAYLIYl LINPRRSESRDEAY Dt dzRL WA D

3652(a)(2)(B)(ii). For this reason, the ACD analyzes customer satisteittidriarket Dominant products.

426 Docket No. ACR2019, Library Reference ¥R y 3 5SOSYOSNI HT S HamdEI F2f RSNI &! {t { dC, mpdoy d{ «

4/ - p{ dzNBSeaypC, MmpPR2OEZ¢ i HpZ pyod
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Figure V36
Comparison of Mailing Services
FY 2019 and FY 2020 Customer Satisfaction Surveys
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aSmall/Medium Business and Large Business customers were asked this question.

b Large Business customers were asked this question.

¢Resdential and Small/Medium Business customers were asked this question.

4The FY 2019 Customer Satisfaction surveys had one question asking abebieBsstlail International letters, postcards, and
packages.

SourceSeeCX Surveys; Docket No. ACR2018atyi Reference USAFY1% y = F2f RSNJ 6} {t { ®C, mpPoy ®{ dz2NBS& ®CA
Gt NBTFIOSSE FAES 64/  { dNDBSeayC, mpoR2OE d¢

Figure \:36 shows that the FY 2020 Customer Satisfaction surveys added questions about
customer satisfaction with FirstClass Mail Package Séce, Parcel Select, Parcel Return
Service, Priority Mail International, Priority Mail Express International, Global Express
Guaranteed, and Military and Diplomatic Mail. They also distinguish between Fir€llass

Mail International and First-Class Mail Inernational Package Service, which were
combined into one mailing service in the FY 2019 Customer Satisfaction surve$gerY

2020 ACR at 55. However, the FY 2020 Customer Satisfaction surveys no longer ask
residential customers to rate their satisfactionwith USPS Marketing Mail and Periodicals
OAAAAOOA OEAOA DPOT AGAOO AOA OudbAsd AY 2020 OAT O AU
customer satisfaction results are not comparable to past years because of the changes
made to the Customer Satisfaction surveyfd.

In the FY 2019 ACD, the Commission recommended that the Customer Satisfaction surveys
measure customer satisfaction with service performance for each Market Dominant

mailing service to correlate service performance factors to specific mailing serviseFY

2019 ACD at 153. The FY 2020 Customer Satisfaction surveys include general questions
related to service performance. Response to CHIR No. 13, question 5.a. Large Business
customers were asked to rate their level of satisfaction with the Postal Serfidd O
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performance on speed of delivery, reliability, tracking and scanning information, and other

AAAOT OO OAIT AGAA OI1 OE A+ pdsidedtialiand 3ndaliGedidnd 6 O D A O £l
business customers were asked about their experience with mail and packagéey

recently received.ld. They were also asked to evaluate whether mail is delivered in good

condition and to the correct address, as well as whether packages are delivered in good

condition to the correct address and received by the expected datel.

CHIR No. 13 asked the Postal Service to explain whether and how it asks follaw

guestions to the Customer Satisfaction survey questions related to service performance.
CHIR No. 13, question 5. The Postal Service responds that it asks follgpvquestions br
Large Business customers only if they indicate that they use a Postal Service competitor.
Response to CHIR No. 13, question 5.c. It explains that the follapw questions ask Large
Business customers to rate their level of satisfaction with the competiod © DA OLI O AT AZ
using the same factors described abovéd. The Postal Service notes that Large Business
customers may also provide opertext feedback in response to a question asking customers
to share information about their experiences with the Postal &vice.ld. The Postal Service
explains that the Customer Satisfaction surveys do not ask folleup questions for

residential and small/medium business customers because they can provide opéext
feedback when responding to a question asking about theiverall satisfaction with

receiving mail or packages delivered by the Postal Servidé.

3. Comments

The Public Representative comments that the new Customer Satisfaction survey questions
will improve customer service 428 However, he maintains that the Postal&vice should

have continued to ask residential customers about their satisfaction with USPS Marketing
Mail and Periodicals to evaluate their satisfaction with receiving these mailing servicds.

at 57. He states that although Periodicals are sent by siiianedium and large business
customers, feedback from residential customers would help determine whether Periodicals
were delivered late or inconsistently.ld. He notes that if the Postal Service retained these
guestions for residential customers, the Postl Service could have made meaningful
comparisons of customer satisfaction across yearkl. He recommends that the

Commission ask the Postal Service to reintroduce these questions for residential
customers.Id.

The Public Representative observes that FX020 customer satisfaction results are not
comparable to results from past years because of the changes made to the surveyd-e
concludes that customer satisfaction is at a reasonable level and recommends that the

427 These factors also include service offerings, buildirsgocner relationships, product pricing, ease of contacting a representative, payment
options, responsiveness of representative, product offerings, delivery of packages on expected date, issue/claim resulgingto-end
serviceld.

428PR Comments at 5The Public Representative also comments on FY 2020 targets and results for the other customendLay&pgsH6.
The Commission will discuss the other customer surveys and customer experience generally in its fortAocatysig of the FY 2020 Anhua
Performance Report and FY 2021 Annual Performance Plan
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Commission request the Postal Servide describe plans for improving customer

satisfaction results.ld. at 58.

In its reply comments, the Postal Service explains that the Customer Satisfaction surveys
measure satisfaction of senders and not recipients. Postal Service Reply Comments at 16. It
states that because residential customers cannot send USPS Marketing Mail and
Periodicals, they are not asked about their level of satisfaction with these mailing services.
Id. It confirms that customer satisfaction results for USPS Marketing Mail and Redicals

are not comparable to results from past yeardd.

4, Commission Analysis

For each customer type, TableXI6 displays customer satisfaction results for select Market
Dominant mailing services for FY 2020.

Table \f16
FY 2020 Customer Satisfaction tvit

Market Dominant Mailing Services, by Percentage

Market Dominant Products : . Small/Medium Large Business
- . Residential Customers .

(Mailing Services) Business Customers Customers
FirstClass Mail 91.44% 90.07% 83.09%
FirstClass Mail International 85.30% 82.05% 88.75%
USPS Marketing Mail N/A2 80.22% 80.71%
Periodicals N/A2 87.24% 79.43%
Media Mail 86.60% 85.59% 78.97%
Library Mail 81.62% 82.53% 80.29%

Results are expressed as the percentage of customers who were Very Satisfied or Mostly Satisfiedtegory.
aResidential customers were not asked about their satisfaction with this mailing service.

Source: FY 2020 ACR at 57.

The Postal Service explains that FY 2020 customer satisfaction results are not comparable
to results from prior years because of the changes it made to the Customer Satisfaction
surveys. FY 2020 ACR at 55. Based on FY 2020 results, customer satisfaction with Market
Dominant mailing services appears reasonable. TableA6 shows that for residential and
small/medium businesscustomers, satisfaction was highest for FirsClass Mail and lowest
for Library Mail (residential customers) and USPS Marketing Mail (small/medium business
customers). For large business customers, satisfaction was highest for FiGkass Mail
Internation al and lowest for Media Mail.

In the FY 2021 ACD, the Commission will compare FY 2020 and FY 2021 results to evaluate

OEA o1 OOAI

SAOOEAA8O POI COAOO EI

Ei PpOT OET ¢ AOD

mailing services, if the Postal Service conducts sueys that allow for comparison.
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The Public Representative comments that the FY 2020 Customer Satisfaction surveys

should have continued to ask residential customers about their satisfaction with USPS
Marketing Mail and Periodicals to evaluate their satfaction with receiving them. PR

Comments at 57. In its reply comments, the Postal Service explains that the questions in the
Customer Satisfaction surveys that are specific to products are used to measure sender
customer satisfaction, and residential custmers do not send USPS Marketing Mail and
Periodicals. Postal Service Reply Comments at 18. The Postal Service chose to remove these
products from the residential portion of its survey to be clearer that it measures

satisfaction for these products from theperspective of the sender, not the recipient. Also,

the survey contains a separate question, which asks residential customers about their
experience with mail or packages they recently received, which include USPS Marketing

Mail and Periodicals, and thusET O1 A | EOECAOA OEA 00OABd@X 2 ADPOAC
Surveys at 2628.

In the FY 2019 ACD, the Commission recommended that the Customer Satisfaction surveys

Ol ETE OEA OAOOEAA PAOA&E Oi AT AA NOAOGOGEIT O O 0b
comrAT AOA  OAOOEAA DPAOA&I Oi ATAA EAAOI OO0 O ODPAAE A&
The Postal Service asks general questions related to service performance, but does not link

service performance questions to specific mailing services because the service

PAOEI Oi ATAA NOAOOET T O OAOA AAOGECT AA O O1 AAROO
SAOOEAA8O DPOI AOCAOO AT A OAOOEAAOR 110 OI AT OOA
Response to CHIR No. 13, question 5.b. Asking customers about their levalatisfaction

with service performance for each mailing service would provide further insight into

whether customers are satisfied with the speed of delivery and whether mail arrived on

time or by the expected date. For example, customer satisfaction quests could ask

AOOOI I AOO OxEAO EO Ui OO OAOEOZAAOQEIT xEOE OAO
The Commission recommends that the FY 2021 Customer Satisfaction surveys continue to ask
general questions related to service performance. The Commisaiso recommends that the

Postal Service consider asking about service performance for each mailing service to provide

further insight into customer satisfaction with specific mailing services and to allow the

Postal Service to assess how service perfanogaresults affect customer satisfaction with

those mailing services.

In a CHIR response, the Postal Service explains that it asks folapr questions for Large
Business customers if the customer indicates that it uses a Postal Service competitor, but
does not ask followrup questions for residential and small/medium business customersd.
guestion 5.c. Followup questions help facilitate customer engagement and encourage more
targeted feedback from customers for specific products and services.

The Commision recommends that the Postal Service continue to ask follgpaquestions for
Large Business customers and consider asking follggwquestions for residential and
small/medium business customers.
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The Commission finds that on balance, the FY 2020 chatm#se Customer Satisfaction
surveys are improvements that will help the Postal Service better evaluate customer
satisfaction with Market Dominant mailing services, which the Commission will continue to
monitor closely in FY 2021. The Postal Service stiaalntinue to take appropriate actions to
improve customer satisfaction with Market Dominant mailing services for each customer type
(residential, small/medium business, and large business).

In the FY 2021 ACR, the Postal Service must describe actiors talkY 2021 to improve
customer satisfaction with Market Dominant mailing services for each customer type and
explain how these actions impacted FY 2021 results. If customer satisfaction with Market
Dominant mailing services declines between FY 2020 &d2021, the FY 2021 ACR must
explain why.
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CHAPTERIL.FLATS COST AND SERV
ISSUES

A. Introduction

The Postal Service continues to face significant challenges in profitably processing and
delivering flat-shaped mailpieces (flats or flatshaped mail produds). These challenges
have led to continuous and persistent increases in costs, with four out of eight lahaped
mail products not covering costs in FY 2020. These trends have persisted despite
numerous operational initiatives that the Postal Service ha®uted as cost reduction
efforts. In addition, no flatshaped mail product met its service performance target in FY
2020. In FY 2019, the Commission finalized rules to provide additional information to
improve transparency into the cost and service perfanance issues, as well as increase the
accountability of the Postal Service related to flats operational initiative€® The
Commission is appreciative of the meaningful and voluminous response of the Postal
Service. While the ACR review is timémited by statute, the Commission will continue to
analyze the data provided.

AEA #1171 EOOEI 180 OAOEAx 1 &£ £l AOGO A1 06 AT A OAO
areas: (1) flats financial performance, (2) flats service performance, and (3) pinch poirt8

that impact flats operational performance. In addition, current and future Postal Service

initiatives designed to reduce flats costs, improve flats service performance, and/or

improve flats operations are discussed throughout this Chapter.

The Commission makeseveral recommendations to the Postal Service to develop specific
plans and goals to improve both cost and service issues for flats in FY 2021.

B. FY 2020 Flats Contribution, Costs, and
Volume

In FY 2020, the unit attributable costs for flatshaped mail produds continued to increase

faster than unit revenues. At the same time, volume has declined and the mail mix has

trended towards more workshared mail. In this section, the Commission reviews the

contribution and volume of flat-shaped mail products, changesiunit attributable costs,

AT A OEA 01 OOAT 3AOOEAABO A&EEI 000 O OAAOAA Al

429Docket No. RM2018, Notice of Proposed Rulemaking for Reporting Requirements Related to Flats, March 1, 2019, at 7 (Order No. 5004);
Order No. 5086 at-3.

430|n the FY 2015 ACD, the Commissiyoii A FASR | YR |y f &8l SR AAE GLAYOK LRAyGag GKEG O2yd
processing, (2) low productivity on automated equipment, (3) manual sorting, (4) productivity and service issues ineadltgzhep(5)
increasedransportation time and cost, and (6) last mile/delivery. FY 2015 ACD at 165.
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1. Contribution and Volume

In FY 2020, the Postal Service had eight flahaped mail products. Table V1L shows the
total contribution and volume of these eight products. Only four of these eight products
covered their costs. As a whole, in FY 2020, flats had a contribution-$2..081 billion. This
is the third consecutive year that the combined flats contribution has been negativBee
Figure VI-1.

Table Vi1
FY 2020 Flats Contributid® (Millions)

Product Volume | Contribution
FirstClass Mail Flats 1,205 $4
USPS Marketing Mail High Density and
Saturation Flats and Parcels 10,427 $430
USPS Marketing Mail Carrier Route 5,048 -$54
USP®Marketing Mail Flats 3,199 -$780
USPS Marketing Mail Every Door Direct
Mail Retail 530 $61
In-County Periodicals 469 -$49
Outside County Periodicals 3,637 -$725
Package Services Bound Printed Matter F 211 $33
Totals FY 2020 24,625 -$1,081

Source: Library Reference PRBACR202®.

Figure VI1 shows the total contribution of flatshaped mail products, and groups

flat-shaped mail products each year by whether they were compensatory or nen
compensatory432 Since FY2015, the Commission has workd to identify available data to
develop metrics to measure, track, and report the cost and service performance issues for
flats. The majority of the noncompensatory losses from flats are due to the negative
contribution of USPS Marketing Mail Flats anduside County Periodicals. FY 2020 was the
second consecutive year that the USPS Marketing Mail Carrier Route product failed to cover
its cost and had a negative contribution.

In FY 2020, the FirstClass Mail Flats product barely covered its cost and hadnegligible
contribution. 433 First-Class Mail Flats had a contribution of $804 million in FY 2015 and has
steadily decreased to $4 million in FY 2020.

431 This table reports produdevel data, therefore nomproduct inframarginal costs are not included in contribution calculatiSeslibrary
Reference PRCRACR2024 for nonproduct inframarginal costs.

432 This figure reports produdevel data, therefore noproduct inframarginal costs are not included in contribution calculatiSeslibrary
Reference PROCRACR2024 for nonproduct inframarginal costs.

433 FirstClass Mail Bts became a product in FY 2007 when the PAEA was implemented. The contribution from this product in FY 2020 is the
smallest since the product was created in FY 2007.
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Figure VA1
Flats Contribution and Volume, FY 2035y 2020
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As shown in Figure VA1, flats volume has steadily declined since FY 2015. At the same time,
contribution from all flats products has steadily decreased since FY 2015. FY 2020 was the
third consecutive year that all flats products had a combined negatvcontribution. The
negative contribution is increasing at a rapid rate, from negative $78 million in FY 2018 to
negdive $1.081 billion in FY 2020.
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Figure V42
Flats Volume Distributiorf3*FY 201§FY 2020
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Source: Library Reference PRERACR202®.

Figure VI-2 also shows that, in FY 2020, four necnompensatory products: (1) Outside

County Periodicals €20.5 cents contribution per piece), (2) InCounty Periodicals ¢10.4

cents contribution per piece), (3) USPS Marketing Mail Flats24.4 cents contribution per
piece), and (4) USPS Marketing Mail Carrier Rout€l(1 cents contribution per piece),
represent 50 percent of all flatshaped mail product volumes. The negative contribution

from these noncompensatory flatshaped mail products outweighs the posive

contribution from the compensatory flat-shaped mail products. USPS Marketing Mail High
Density and Saturation Flats and Parcels represent the largest share of the volume and has
been a steadily increasing portion every year.

434 Ppercentages in figure may not add to 100 percent due to roundegLibrary ReferencPRELRACR202® for unrounded numbers.
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2. Unit Attributable Costs

AsSOANOEOAA AU OEA #1111 EOOET Rjte pe3@lisdnvize AT A OET x

provided a financial analysis that identifies flatshaped mail products that have attributable
costs that are increasing faster than the average unit attributable cost, whidgh FY 2020
increased 4.7 percent3s In FY 2020, the Postal Service identified seven flahaped malil
products that had a percentage change in unit attributable cost that was greater than
average: (1) FirstClass Mail Flats, (2) USPS Marketing Mail High Dépsand Saturation
Flats and Parcels, (3) USPS Marketing Mail Carrier Route, (4) USPS Marketing Mail Flats, (5)
In-County Periodicals, (6) Outside County Periodicals, and (7) Package Services Bound
Printed Matter (BPM) Flats. Table VR shows the change imnit attributable cost for each
flat-shaped mail product from FY 2019 to FY 2020, and highlights the seven products that
had cost increases above average. Of the eight fldtaped mail products, five products had
a percent change that was at least doubtbat of the average percent change in unit
attributable cost for all mail.

Table Vi2
Flats Unit Attributable Cost, FY 204BY 2020

Product FY 2019 Unit FY 2020 Unit Percent
Attributable Cost Attributable Cost Change
FirstClass Mail Flats $1.170 $1.282 9.6%
USPS Marketing Mail High Density o
and Saturation Flats and Parcels . e 6.7%
USPS Marketing Mail Carrier Rout $0.263 $0.276 5.0%
USPS Marketing Mail Flats $0.604 $0.664 9.9%
USPS Marketing Mail Every Door 0
Direct Mait Retail $0.071 $0.072 2.0%
In-County Periodicals $0.193 $0.213 10.2%
Outside County Periodicals $0.428 $0.480 12.3%
Package Services Bound Printed o
Matter Elats $0.522 $0.607 16.3%
Total Market Dominant Malil $0.201 $0.211 4.7%

Source: Library Reference RRRACR202®.

For each product where unit attributable costs increased faster than average, the Postal
Service provided a short narrative describing the drivers of the changé® The Postal
Service attributes the cost increases in each product to increases in mail processi
transportation, and delivery costs.Seed.

WEKS / 2YYA&aaA2yQa NdzZ Sa SadroftAakK GKS | gSNF IS OKI y3S thefeasts/ A G al NJ S

See39 C.F.R. § 3050.50(b)(4).
436 Segl ibrary Reference USES 2045, folderd t I NI I NEAKF YOHI £ wSLIZNIZé t5C FAES at NI

b I NNJI @
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The Postal Service did not develop specific plans to reduce these unit costs in2020, and
cites generally to its efforts to reduce overall flatshaped mail costs through operational
initiatives and changes.See id.

3. Operational Initiatives
1 O OANOEOAA AU OEA #1111 EOOETT1680 00i AOGh OEA o1
changes and initiatives that occurred during FY 2020, or will occur in FY 2021, related to
flats.437 The Postal Service states that hCOVIBp w D AT AAT EA OEAA A AOAIT A«
07 OOAT 3AOOEAA TPAOAOGEIT O AT A OAOOEAA DPAOAE Oi
OOOAOACEAO O OAAOAA &I AOO ATFO®ID Opdrafiondt | DOT OA
Initiatives Reportat 1. HowA OAOh OEA 071 OOA1T 3 AOOEAA OOAOAO OF
with certainty which initiatives contributed to a particular result nor to isolate the effects
I £ AAAE B.laR BEcAuSeie Rastal Service did not provide specific goalsated
to these initiatives, the Commission discusses the initiatives generally in this section, and

throughout the remainder of this Chapter when they are relevant.

There were approximately 14 changes and/or initiatives that the Postal Service claims had
an impact on flats costs and/or service in FY 2020 or have the potential to do so in FY 2021.
See generally idThe operational initiatives and/or changes include the development of a
delivery point sequence (DPS)/FSS Analysis Tool, the development of StardiWork
Instructions for specific activities, Automated Flats Sorting Machine 100 (AFSM) changes,
and current initiatives to improve labeling lists, bundle visibility, and other changedd. at
2-10.

In addition to operational initiatives, in FY 2019, tle Postal Service created a headquarters
cross-functional team.Id. at 2. This team was tasked with implementing cost saving
measures around flats processing and improving service performanckl. In FY 2020, the
team worked together with members of the flas mailing industry to identify potential
initiatives to reduce costs and improve serviceld.

4. Commission Analysis

The volume and total contribution of flatshaped mail products have continuously declined
since FY 2015. The Postal Service must develop amplo use available resources to reduce
costs to improve the financial performance of these products. The Commission is
specifically concerned that the Postal Service is spending its efforts and resources on
initiatives without the ability to measure the impact of the initiatives on costs. The
initiatives identified by the Postal Service for FY 2020 and FY 2021 should theoretically
result in cost savings; however, the Postal Service continues to assert that it is impossible
to determine their impact. The Pgtal Service should work to quantify the impact of these
initiatives on costs in FY2021 to ensure its efforts are productive.

437Seel ibrary Reference USIFS20n p £ F2f RSNI-GELIE NF AN YKt 0FEKlF y3Sa wSLERNIZé t5C FAES at kN
Operational Initiatives Report).
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Despite the existence of the FY 2020 operational initiatives, and similar initiatives in
previous years, unit costs continue tgise and no flatshaped mail product is meeting its
service performance target. As discussed above, the total flats contribution wel.081
billion in FY 2020, and volume continues to decline. For the Postal Service to slow the
volume declines, it must agressively reduce costs to mitigate the need for future above
average price increases which might, in turndrive away additional volume.

C. Service Performance

No flat-shaped mail product achieved its oftime performance target in FY 2020. As shown
in Table VI-3, only two flat-shaped mail products improved ortime service performance
from FY 2019 to FY 2020. However, these two products (USPS Marketing Mail Every Door
Direct Mail? Retail and Bound Printed Matter Flats) had some of the lowest éime
performancein FY 2019 at 75.7 percent and 55.2 percent, respectively. All of the remaining
flat-shaped mail products, which account for 97 percent of flats volume, experienced
declines in ontime service performance from FY 2019 to FY 2020.

Table Vi3
Flats Servic&erformance Results, FY 2GRy 2020

FY 2019 | FY 2020| FY 201% | FY 2020
Product OnTime | OnTime | FY 2020 | Target

(%) (%) Difference (%)
FirstClass Mail Presort Flats Overnight 81.5 80.3 -1.2 96.8
FirstClass Mail Presort Flats3ay 82.3 76.4 -5.9 96.5
FirstClass Mail Presort Flats53Day 80.4 74.7 -5.7 95.3
FirstClass Mail SPFC Flat®&y 81.3 78.5 -2.8 96.5
FirstClass Mail SPFC Flats-Bay 72.4 68.1 -4.3 95.3
USPS Marketing Mail Flats 77.6 75.7 -1.9 91.8
USPS Marketing Mail Carrier Route 900 87.8 -2.2 91.8
USPS Marketing Mail High Density and Saturation Flats/Parcels 89.4 87.5 -1.9 91.8
USPS Marketing Mail Every Door Direct M&lktail 75.7 77.0 1.3 91.8
In-County Periodicals 85.7 80.9 -4.8 91.8
Outside County Periodicals 85.4 80.7 4.7 91.8
Bound Printed Matter Flats 55.2 55.7 0.5 90.0




Docket No. ACR2020 -243 -

Figure VA3
FlatShaped Mail Service Performance Results, FY 2019 and FY 2020
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Source: Library Reference PRRACR202®.

The Postal Service has indicated that some operational initiatives will s&lt in improved
service; however, as discussed above, the Postal Service is unable to determine how its
operational changes and/or initiatives will impact service#38 As discussed in Section
VA.4.c, the Commission has determined that the service performae results for both of

the Periodicals products were not in compliance in FY 202&eeChapterV.at 197. The
Commission has specifically developed directives that elicit information and data regarding
the steps that the Postal Service will take to resterservice performance for flatshaped

mail products, as detailed in ChapteY.

43 See generallfFY 2020 Operational Initiatives Repegp alsd_ ibrary Reference USIFS26n p £ T 2 f R S NJ--Garvicd\RedohdariciK 6 O 0
WS LR NI T ¢ &/ deo oA YISXNU VBS-4HE ¢ ¢ & 5 6 f F ¥ Y2020 Ca6 Tidellied) é 6
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D. Pinch Points
YT OEA &9 c¢mpu !'#%$h OEA #1011 EOOEIT EAAT OEEEAA
contribute to cost and service issues for flats:

Bundle processing

Low productivity on automated equipment

Manual sorting

Productivity and service issues in allied operations
Increased transportation time and cost

Last mile/delivery

E

FY 2015 ACD at 165.

In Docket No. RM20181, the Commission developed specific reporting requiremest
related to each pinch pointSeeOrder No. 5086. In this section, the Commission discusses
trends in metrics related to each pinch point, and recommends areas where the Postal
Service should focus its resources and/or provide additional reporting in futte years.

1. Bundle Processing

In FY 2020, the Postal Service provided the data in Table-¥lon Bundle Breakage
Performance43® These data show that the percent of broken bundles increased 0.23
percentage points to 5.72 percent, representing a slower rate ofa@vth relative to last
U A A@esdp@rcentage point increase.

Table Vi4
Bundle Breakage

Total Bundles Broken % Broken
FY
Bundles
2018 460,468,758 22,081,833 4.80%
2019 423,461,111 23,211,989 5.48%
2020 357,469,115 20,432,791 5.72%

Source: LibrariReference PRCRACR202®.

)yl OAOBITOA O A &9 ¢mpw !#3% S$EOAAOEOAR O1 AAO
"OAAEACAhoe OEA 01 OOAI 3AOOEAA OOAOGAA Ofr EOY EA
AOT AT A AOAAEACA A &oRakdhizirg thdt BuddieAnt@drity mayAddyA 1 8 6

across different entry locations and/or based on the content of particular bundles, the

439 jbrary Reference PRRACR202apY (i | 0 -.adnyf tE$ .nNB I 1 3 S dé

440SeeDocket No. ACR2019, Response of the United States Postal Service to Commission Requests for Status Reports in theuglY 2019 Ann
Compliance Determination, July 15, 2020, at 3 (July 2020 Status Reports).
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Postal Service designed the Mailer Irregularity Application to provide specific and
actionable information on bundle breakage ad other preparation and/or quality issues to
mailers.#41 The Postal Service affirms that the Mailer Irregularity Application has been
expanded to all FulService mailers via the Mailer Scorecard. Response to CHIR No. 5,
guestion 19. This application was ftther updated to improve codes and descriptions to
allow for improved clarity on irregularities. SeeFY 2020 Operational Initiative Report at 9.
The Postal Service states that outreach to mailers, such as widespread deployment of the

Mailer Irregularity Ap plication, presents the greatest opportunity to reduce bundle

breakage, and ultimately reduce flats costs and increase flats service performanSeeluly
2020 Status Reports at 4. The application will continue to be used in FY 2021 and should

reduce the anount of poorly prepared pallets and bundlesSeeFY 2020 Operational

Initiative Report at 9. While the Postal Service hopes that the Mailer Irregularity
Application will encourage mailers to resolve irregularities, the Postal Service does not
EAOA @p&iatdns oAwhether the number of irregularities might decrease in FY

QMmCHP80

Bundle breakage/processing is characteristically different between the two main non
compensatory flat products, Periodicals and USPS Marketing Malil flats, and by extension,
their relative cost impact also varies. Table Vb shows FY 2020 bundle breakage by
product and its cost impact, as estimated by the Postal Service.

Table Vi5
Bundle Breakage by Product and Cost Imfatt
Estimated Cost| Estimated Cost
. Broken Percen Impact per Impact per piece | Total Cost
Fy | MECESs) reElEmeles gy - Broken BrokFe):n Bgndle in grokepn Bﬂndle Impact ($)
(%) (%)
2020 | Periodicals | 115,134,176 | 4,858,530 4.22% 2.808 0.166 13,644,873
2020 | USPS
Marketing 242,334,939 | 15,574,261 6.43% 2.653 0.100 41,316,793
Mail
Total 357,469,115 | 20,432,791 5.72% 54,961,666

Source: Library Reference RRRACR202®.

4411d. The Mailer Irregularity Application resides on the surface visibility mobile scanner platform and utilizes available ibéoowdtion, a
selectable issue list, and images to provide specific insight into bundle brea#tagd..

42 Responses of the litad States Postal Service to Questiona p

(Response to CHIR No. 13).

27T
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443|n response to a FY 2019 ACD Directive, the Postal Service estimated the cost impact of bundle bread@ogidatstand USPS Marketing

Malil flats for FY 201%eeResponse to CHIR No. 5, question 16. The cost impacts were estimated by modifying both the USPS Marketing Mail

and Periodicals workbooks, establishing two hypothetical scenarios. First, the Rusie¢ Bardcoded the CRA Proportional Adjustment
Factors. Second, the Postal Service modified the bundle breakage inputs to create scenarios with 0 and 100 percent &kagte Bhe
difference between the resulting total mail processing unit costs ftioose two scenarios is the estimated mail processing unit cost impact of
/1 Lw b2d podEf &E®E

bundle breakageld.; see als® E O S ¢

FALS

avmMmc
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The Postal Service stated that the cost impact is a measure of additional mail processing
activities required due to premature bundle breakageld. However, the Postal Service
further acknowledged that additional bundle breakage is possible in manual operations
where data systems do not provide visibilityld. As a result, the total cost impact represents
a floor of the bundle breakage impact. fie estimated cost impact for bundle breakage was
$59.8 million in FY 201944 and $55.0million in FY 20202445

The Postal Service explained that bundles for Periodicals are typically more uniform in size
than USPS Marketing Mail bundles. Response to CHIR Najuestions 18. Periodicals
bundles areoften poly wrapped and strapped by the mailer; while USPS Marketing Mail
bundles vary widely in size, and are roughly twice as likely to be prepared in sacks rather
than placed on palletsld. Sacked bundles are pramto higher breakage rates because they
do not have the protection that pallets provideld. Thus, the average bundle breakage rate
for Periodicals was 4.22 percent while USPS Marketing Mail was 6.43 percent. While
bundle breakage varies across product anchachine type, the Postal Service has not
established a mailerspecific bundle breakage threshold due in part, to variability of
equipment across sites, thus making it difficult to hold a mailer to a single standafé¢f

The Postal Service provided bundle brkage data disaggregated by machine type for FY
2020.447 Figure VF4 shows the mean bundle breakage rate for machines in FY 2020 which
varies across machine types.

444 Seeluly 2020 Status Reports at 1.
445 SeeResponse to CHIR No. 13, questionsB& als® EOSf FAf S &V MEPEKLW b2d mMod

446 Responses of the United States Postal Serviceto Questisns 2 ¥/ KF ANXY | Yy Q& LYy F2N¥IFGA2y wSljdz840 b2d wm)
(Response to CHIR No. 18).

447The Postal Service provides details regarding several metrics on bundle bredgegbrary Reference USFS20n p X F2f RSNJ at | NI I NI |
-t AYOK t2Ay0d wSLRNI&Xé adzoF2f RSNJ aSom . dzyRfS . NBIF{+F3S +AaA0AfAlRIE O
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Figure Vi4
Bundle Breakage Data by Machine Type
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Source: Library Reference PRRACR20Q-9.

The majority of bundles (roughly 95 percent}48 are processed on either the Automated
Package Processing System (APPS) or the Sorter/Small Parcel and Bundle Sorter Tracking
(SPBSTS) both of which have a mean breakage rate of 8.1 percent, which is laivan the
breakage rate for other machines. The High Throughput Package Sorter (HTPS) had the
highest mean rate of bundle breakage, 32.2 percent. However, only 0.003 percent of
bundles are processed on this machine. The Small Package Sorting System (SiR38S)

mean breakage rate of 19.3 percent.The Automated Delivery Unit Sorter (ADUS) which was
introduced in 2019 had a mean breakage rate of 23.3 percent but processed only roughly
1.7 percent of bundleg!4?

The Enhanced Package Processing Sorter (EPPS) psses roughly 2 percent of all bundles

and has the lowest mean bundle breakage rate: 2.6 percent. The Postal Service stated that

the EPPS machine will be decommissioned for the purpose of processing bundigseFY

2020 Operational Initiatives Reportat 74 EA 01 OOAT 3 AOOEAA OOAOAO
determined that this machine is best suited to handle the increasing parcel volumes and

TTO0 AA OOCAA A O AElNATOPodaDSelitestatBs hak AoPlarsioC 8 6
procure any additional machines. Response to CHIR No. 5, question 17. The Postal Service

48 Sed ibrary Reference PRRACR202@p> G 6 cadzy RE S nNBIF 1 3SPé

449 Both the HTPS and ADUS machines are not the primary bundle sorting machines used by the Postal Service for both desifioaatl ope
purposes, but can be used to process bundles when needed. The high breakage percentages highlight why these machifregueatty
used for bundle processing.
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cited operational efficiency differences between the EPPS and the APBS machines as the
OAAOIT EO xEIl AEOATT OET OA OEA OOA 1T &£ OEA %00
and cleargup process takes over an hour to perform on this twdier machine compared to

TTTU A AAx | ET OOAmseitb CHFONDALS, questicnd.o 2 AODI

Commission analysig.he percentage of bundles that a broken during Postal Service
processing is steadily increaing. In FY 2021, the Postal Service must work to reduce the
number of broken bundles while continuing to increase the number of tracked bundles. In
FY 2020, the Postal Service spent $123.3 million on bundle processing, which accounts for
6.0 percent of fats processing cost$>0 In FY 2020, the Postal Service estimated the cost
impact of broken bundles to be$55.0 million.#51 Given that the cost impact of broken

bundles is excluded from the calculation of the cost impact of bundle processing, adding the
calculated cost impact of broken bundles to the total cost of bundle processing results in
roughly $178.2 million, an estimated 44.6 percent higher than the cost of bundle

processing if no bundle breakage occurre¢p?

The Commission recommends that the Postalv@gs continue to estimate and report the
additional cost bundle breakage adds to flats processing. In addition, the Postal Service
should continue to study the causes, impacts and ways to reduce bundle breakage; enhance
reporting and tracking of bundle iregularities; and work with mailers to ensure corrective
actions are implemented when irregularities are shared through the Mailer Irregularity
Application on the Mailer Scowrd.

2. Low Productivity on Automation Equipment

In FY 2019, the Postal Service begaroviding additional data related to this pinch point,
including specific data for machines and facilities. Below the Commission analyzes the
ability of specific machines to achieve productivity targets, trends in productivities of
different mail processng machines, and trends in produtvities at the facility level.

The Postal Service has specific productivity targets for itsutomation equipment, and in

FY 2020, none of those targets were achievet¥? As discussed in more detail below, many
productiviti es decreased in FY 2020. The Postal Service states that it will place additional
emphasis on attaining targeted productivities for flatshaped mail in FY 2021ld. at 2.

However, the Postal Service does not have a metric to quantthe service impact of bw

productivity on automation equipment for flat-shaped products.SeeFY 2020 C2C6

Timelines at 1. The Postal Service states that it could not begin to develop this metric in FY

2020 asO . postal resources were focused on critical initiatives such &80VID19

OAODPIT 1T OA A£EEI 000 AT A OO adDTiheRdstaiSe®ice@lans to Geljin A OA |

40 Seg jbrary Reference USES2on p = F2f RS NI-CH ly NIy DN fIK wSaIR NI ¢ 9EOSE FAES 4C, Hnodwdzd S de
“lSeewSaLIR2YyasS (2 /1 Lw b2d mos |jdzS&aiErd®y mns 9EOSt CAfS dvmn / KLw b2 wmo

452 The cost impact of broken bundles is $178.2 million due to roundieg.ibrary Reference PRRACR202@p> (i | 6 ¢Bubdle@osS p
LYLI O o¢

453Seel ibrary Reference USIFS20n p 2 F2f RSNJ aSoddp ¢ NBYR bl NNI ( o@Pdtdp/nd [Swbdhd b ILIRAING $ A 45 St 3
(Section e.9 Narratives).
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development in Quarter 3 of FY 2021, provide reporting on the service impacts of low
productivity in FY 2022, and submit the first reports in Quarter 1 6FY 2023.d.

The primary machines used to process flats are the APBS, the Automated Package
Processing System (APPS), the AFSM 100, and the FSS. The Postal Service estimates that
below target productivity for these machines resulted in an additional $19 million in malil
processing costs for flatshaped mail in FY 202054

In FY 2020, the Postal Service provided annual productivities by machine tyffe.Data for

the three highest volume machines are displayed in Figure A8l As shown in Figure \/b,

no machne shown met its productivity target, and most productivities have either
AAAOAAOGAA T O OAI AET AA OAlI AGEOGAT U O1 AEAT GCAA OE
efforts to improve productivities. Forty-six AFSMs were removed in FY 20288 however,

in August2020, the Postal Service suspended removal of any additional mail processing
equipmentA57 SeeFY 2020 Operational Changes Report at 6. The Postal Service estimates

that each AFSM 100 machine removed saved a total of $0.658 million. Response to CHIR

No. 5, qgestion 15.d. Therefore, the Postal Service estimates there were roughly $30.3

million in savings from AFSM 10@&quipment removals in FY 2020.

44 Segl jbrary ReferencBISPEFY2n p £ F2f RS NI-€H ly Ny DNI FIK WHBE NG S £ H B EBWEE SPonpndpn dt | NI &. OF

45The Postal Service provides productivities for fdiffierent types of AFSM machinedeeGlossary of Postal TermEhe AFSM 100 is an
automated machine that processes fisttaped mailld. The AFSM Automatic Induction (Al) is an enhanced AFSM 100 machine that automates
the preparation and feeding of flahaped mail into the AFSM 106@. The AFSM Automatic Tray Handling System (ATHS) enhances the AFSM
100 by automatically exchanging, labeling, loading, and sweeping mailltalmally, the AFSM Al ATHS includes both of the enhancements
associated witthe AFSM Al and AFSM ATHS.

456 Response to CHIR No. 5, question 15.a.

457 SeePostmaster General Louis DeJoy Statement, August 18, 2020, availatEs dtabout.usps.com/newsroom/national
releases/2020/081$ostmastergeneratiovisdejoy-statement.htm
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Figure VA5
Machine Productivities,
FY 2016FY 2020
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Source: Library Reference PRERACR202®.

To addressthe low productivity of the AFSM 100 machines, the Postal Service created an

AFSM certification process in FY 20198 The certification process was initiated in FY

2020, but was not completed. The Postal Service plans to continue this initiative in FY

2021. SeeFY 2020 Operational Initiatives Report at 6. In FY 2020, the Postal Service began
developing and disseminating Standard Work Instructiondd. at 5. The Postal Service also

added 1,120 bins to APBS machines for sortation in FY 2020. at7. The Posal Service

Aopl AET O OEAO OEAOA AAAEOQEIT A1l AET O OEAI Ppry O
I DAOAGET 106 AT A OAAOAA IdAEI OEAO 1 0060 AA OAx1 O
The FSS is another machine used by the Postal Service to process flats and sort pieces into

DPS. Tal®@ VI6 highlights the general declines in performance for the FSS in FY 2020.

Specifically, the percentage of mail that was put into DPS on the FSS declined to 71.7

percent and the productivity of the FSS continued to decline. The Postal Service does not

have specific plans to directly address the FSS machine DPS percentage during FY 2021.

Response to CHIR No. 13, question 14. The FSS Leakage percentage, which measures mail
destined for the FSS, but processed elsewhere, increased to 32.7 percent in FY 2020.

addition, in FY 2019, the Postal Service provided the capacity percentage of the FSS, which
measures the total capacity of the machine utilizedd. The data show that this percentage

458 SeeDocket No. ACR2019, Library Reference WS p = F2f RSNI-GLIENF N2 YKy o FRKlI y3Sa wSLER2NIzZ¢ t5C
w S L2 NI ®HNIRAY32619 Operatipnal Initiatives Report).
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decreased from 63.7 in FY 2018 to 44.4 percent in FY 2020, down 18rpentage points in

just 2 years.
Table Vi6
FSS Performance Metrics

2015 2016 2017 2018 2019 2020

DPS % 60 56.7 54.7 77.1 78.6 71.7
Productivity (TPF/Hour) 797 768 744 758 730 663

Mailpieces at risk (%) 5.4 5.7 5.8 4.6 4.7 4.7
Leakage (%) n/a n/a 20.1 21.9 254 32.7
Capacity (%) n/a n/a n/a 63.7 58.4 44.4
Volume (TPF, in millions) 4,121 3,993 3,883 3,705 3,393 2,617

Mail Processing Cost $(000) | 202,259 205,802 208,243 197,704 192,883 166,825

Source: Library Reference PRRACR202®.

In previous years, the Postal Service used the FSS Scorecard to monitor FSS performance,
but it retired the scorecard in FY 2019SeeFY 2019 Operational Initiatives Report at 3The
Postal Service explains that it developed a new comprehensive Flats Scorecard Yh2020.
Response to CHIR No. 5, question 25.a.

In FY 2019, the Postal Service described four initiatives targeted at increasing the DPS
percentage of the FSS and reducing FSS leakage. FY 2019d@ipaal Changes Report at 4

6.

The Postal Service created selfaudit checklist for all facilities that resulted
in facilities changing sort plans, and changing operating windows, which the

Postal Service asserts should improve the DPS percentalgke.

The Postal Service manually audited its labeling lists to eaee they aligned

with actual FSS zonedd.

The FSS Delivery Point Compression initiative was intended to optimize sort

programs by adding zones to the FSS networld.

FSS software was developed to enhance address sort logic and improve
handling of barcoded items.Id.

Many of these initiatives were scheduled to occur in FY 2020, but were not implemented
due to the decline in flat volume as a result of the COVI® pandemic. FY 2020
Operational Initiatives Report at 4.In FY 2020, labeling lists played amportant role in the
makeup and distribution of mail products, however none of the other FSS operational

initiatives were implemented. Id.
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The Postal Service also provided Mail Processing Variance Report data that provides the
productivity of various mail processing machines at the facility leve®® In the FY 2019

ACD, the Commission analyzed productivities by facility size for a single year and found
there was a weak correlation between volume and productivity for every machine. FY 2019
ACD at 16768. Inresponse, the Postal Service stated that:

Differences in productivities from plant to plant may arise due to
a number of other factor® many of which are difficult or
impossible to quantify? such as differences in facility layouts,
AAAEIT EOE A O dintdrnAl dailflod< op@dting Aviddows,
staffing practices, and management effectiveness. These factors
can amplify or counteract direct effects of size on productivity.

July 2020 Status Reports at-B.

To account for facility-specific differencesthe Commission analyzed this data by filtering

by each mail processing facility, then calculating the correlation between volume and

DOl AOAOEOGEOU 1 6GAO OEI A8 4EA #1111 EOOETTG60 AT AI
processing facilities showed no correlatiorbetween volume and productivity over time.

The average volume and productivity by quarter for these facilities are shown in Figure VI

6.

459 Sed ibrary Reference USES20NP31, December 29,80n = 9 EOSt FAf S dabhbt! . [ L/ at =zFNAIYyOS C, mpy



Docket No. ACR2020 - 253 -

Figure VA6
Average Volume and Productivity, Selected Facilities, FY 20Y&202¢£°

- ~ Fiscal Year
5 2020
® o
‘g 1000 ®
e 2019
= ®
a ®
0 o
§ 950 e ..
a e} 2018
-
=
=
0 900
3
o ¢ .
a 2017
O
L]
850 C 4
o [ ]
o
2016
10M 11M 12M 13M 14M 15M 16M 17M 18M
Volume

Source: Library Reference PEEACR202®.

As shown in Figure V6, the data provided by the Postal Service do not exhibit a clear
relationship between volume and productivity over time for these facilities on the AFSM Al
ATHS machine. More recent observations are represented by bldets, while older
observations are represented by red dots. The data show that even as these facilities lost
volume, they did not necessarily become less productive. Analyzing the data by facility,
should control for facility-specific differences. Therefoe, it can be inferred that factors
beyond just volume loss may be contributing to declining productivities at these
facilities.461

Commission analysid EA 01 OOAT 3 AOOEAA8O £ AOGO ETEO
mail processing operations. ldwever, the majority of these initiatives were not
implemented in FY 2020. Mail processing costs continue to rise in spite of declining volume
and similar operational initiatives in previous years#62 The Commission remains

-

concerned about the Postal ServiceO A £&£ 00O O1 EIiI Ol 6A 11 x

460 Facilities used for this graphic exhibited a low correlation between volume and productivity over time for the AFSM AR&TIRS m
Observing the relationship between volume and productivity on singlehine in a single facility over time corrects for any facility specific
factors which may affect the relationship between volume and productivity across facilities. Each dot represents a qtiertisazl year, and
the average productivity and avega volume for this group of facilities in that quarter.

461The Commission is currently evaluating Docket No RM2@2@here the Postal Service had proposed a change in mail processing
variabilities for letter and flashaped mail processing operations.

462Fa example, in FY 2018, the Postal Service removed 59 AFSM 100 machines in response to volume declines. Docket No. ACR2018,
Responses of the United States Postal Serviceto Questeng 1 2 ¥ / KF ANX I Yy Q& Ly F2NXI A2y w&ljdzSai
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equipment, because it has not provided a specific plan with specific goals to improve the
productivity of this equipment.

The Commission recommends that the Postal Service establish a specific plahieva its
productivity targets for each flatshaped mail processing machine, and continue to provide
estimates of the impact of changing productivities on the mail processing costs eEfaped
mail products in FY 2021.

3. Manual Sorting

The Postal Servicespent $391.4 million on manually processing flats in FY 2020, a decline
of 6 percent from FY 2019SeePRCLR-ACR20209. While the total cost of manually
processing flats declined in FY 2020, it did not fall as fast as volume, and the unit costs of
manual processing increased 5 percent in FY 2020. Figure-Vishows the percentage
change in unit cost of manually handling a piece of flat shaped mail versus letter shaped
mail. In FY 2018, FY 2019, and FY 2020, the average unit cost of manually handling aepiec
of flat mail has grown much faster than for letters. This difference is particularly stark in FY
2020, where the cost of manually processing flats great double the rate for letters.

Figure \A7
Change in Manual Unit Cost, Letters and Flats, FY 28Y2020
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The decline in manual productivities in recent years is also troubling. Figure M8 shows
manual volume and productivity for FY 2016 through FY 2020. While manual volumes have
been declining steadilysince FY 2016, manual productivity had been increasing in FY 2018
and FY 2019. This trend reversed in FY 2020, as manual productivity fell by roughly 3
percent.

Figure VI8
Manual Processing Productivity and Volume, FY 2€A% 2020
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The Postal Service removed approximately 142 manual flats cases between July 2019 and

Il 6CO00O0 ¢m¢nmh AOO OOAOAO OEAO EO EAO O11T AOAEI
OAT T OAT 1T &£ 1 AT OAT A£lI AOO5, Aukdiidh 018 Ia FY2820,8nk Postdl O1  #
Service has a goal to reduce manual processing, but has not determined the number of

manual flats cased to be removed. Response to CHIR No. 5, question 22.a.

Commission analysisThe Commission is encouraged by threduction in the cost of manual
processing for flatshaped mail in FY 2020. However, the fact that that reduction did not
result in any progress inunit cost savings is troubling.

The Commission recommends that the Postal Service should develop an é&coethod to
track flat-shaped mail that is manually processed in FY 2021. Once there is an accurate
measurement of flaishaped mail, the Postal Service should develop a specific plan that
continues to decrease the quantity of flshaped mailpieces procesd manually, and achieve
a proportional reduction in unit manual processing costs.
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4. Productivity and Service Issues in Allied
Operationg®3

Allied operations represented 27 percent of flats costs in FY 2020; relatively no change
compared to FY 2019. Thoughisibility into allied operations had been challenging and
limited in prior years, two recently launched tools allowed the Postal Service to gain
additional insight into allied operations: the Operations Efficiency Daily Dashboard, and
trend charts and heatmaps.SeeJuly 2020 Status Reports at 21. The Operations Efficiency
Daily Dashboard tool provides more insight into the transportation of mail to subsequent
handling or staging areas, and mail preparation procedures required for inducting mail into
mail processing equipmentld. According to the Postal Service, the heat maps are used to
identify opportunity sites and to drive down unnecessary workhoursld. Trend charts and
heat maps are shared with senior management on a daily basis and are used for
discussions within their respective departments.ld.

The Postal Service also uses Work in Process (WIP), also known as cycle time, which is the

amount of time mail spends in mail processing operations, to gain insight into allied

operations. SeeSectione. 9NOOAOEOAO AO o8 4EA 01 OOAI 3AOOEA!
operations run on planned schedules and any additional time spent in one operation can
AAOAOOGAT U Ei PAAO OEA TA@O 1 DPAOAOGET Tid. Al A AAT B
updated version ofthe Cycle Time report is now available in Informed Visibility for USPS

Marketing Mail letters and flats and Periodicalsld.

Figure VI9 shows WIP cycle times for various flats mail processing operations. The earliest

WIP data available was from quarterhiree of FY 2019. To account for seasonal variation,

Figure VI9 compares WIP cycle times from quarters 3 and 4 of FY 2019 to Quarters 3 and

T 1 £ &9 ¢mnegn8 7EEI A 036 5111 AA O 40AU6 OEI xA
1 OO0T T AGET T 06 xAO ed bshalien ©Odelations GdtivitiesAshio@ed steep

increases in cycle times in FY 2020.

463 Allied operations are mail processing activities that involve preparing the mail for pallet, bundle, or piece processinlydaglatform
operations,e.g, unloading trucks and moving pallets to mail processing equipment. FY 2015 ACD at 173.
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Figure VA9
Cycle TimeFY 2019 and FY 2020
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In FY 2020, the Postal Service continued to use the GRID initiative td aites in visualizing
where there is slack time in their processing®* The Postal Service states that
implementation of this initiative might have contributed to the improvement in service
performance in Quarters 1 and 2 of FY 2020 compared to same periadt year.Seeluly
2020 Status Reports at 22. For example, Quarters 1 and 2 Y4asDate service

performance for all USPS Marketing Mail improved from 84.1 percent in FY 2019 to 88.4 in
FY 2020.ld. Even though the first two quarters exhibited some improgments, overall
comparisons between FY 2019 and FY 2020 show declines.

Commission analysig EA #1 1 I EOOETI T EO AT AT OOACAA AU OEA
operational efficiency tools, the GRID initiative, and cycle times update to provide
additional visibility into allied operations. However, more effort is required.

The Commission recommends that the Postal Service should develop a plan to reduce the costs
associated with allied operations and gain additional insight into allied operations. In

addition, the Postal Service must use the updated version of the Cycle Time report to generate
detailed data/reports on mail entry points. Furthermore, the Postal Service must indicate the
WIP cycle time for each processing point, and the corrective actiotgk¢n when delays

occur in processing points, thus impacting service performance.

4641d. The GRID enables specific sites and Headquarters personnel to view processing patterns, delayed inductions and othérespfoortun
improvement.SeeJuly 2020 Status Reports at-22.
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5. Transportation Cost and Time

In FY 2020, unit transportation costs increased 12.4 percent, which is a continuation of a
trend that began in FY 2017SeeFigure VF10. Further, while volume decreased and weight
remained constant from FY 2019 to FY 2020, total transportation costs increased. The
Postal Service attributes unit transportation cost increases for Firs€lass Mail Flats to an
increase in purchased surface transportidon and a decrease in the capacity utilization of

flats tubs465Response to CHIR No. 5, question 1.a. The Postal Service is working to develop
a methodology to calculate the service impact of transportation issues on flahaped mail
products to begin repating in FY 2022.FY 2020 C2C6 Timelines

Figure V410
Flats Transportation Unit Cost$5FY 2016FY 2020
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465 SeeChapter V., Section A.2.

466 The data in this figure reflects the following fiettaped mail products and classes: F@&iss Mail Flats, USPS Marketing Mail Flats, USPS
Marketing Mail Carrier Route, Periodicals, and Package Service BPM Flats.
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The Postal Service provided data from SVW& related to transportation. SeeFY 2020
Section e.9 Naratives at 56. These data show that although the FY 2020 results are still far
below target, the Postal Service has improved many of its metrics related to transportation.
Specifically, ontime departures have increased, o#iime arrivals have increased, ad late
containers have decreasedd.

Table {7
Surface Visibility (SV)Web Transportation Metrics
Metric Goal | FY 2018 Resul FY 2019 Resul FY 2020 Resul
Ontime Departure| 100% 70.5% 72.6% 87.2%
Ontime Arrival 100% 62.0% 63.4% 74.7%
Average Loat{® 60% 32.1% 32.1% 38.6%

Source: Library Reference PRRACR202®.

Commission analysisn FY 2020, the unit transportation costs increased and the Postal
Service does not have a specific plan to address this issue.

The Commission reenmends that the Poal Serviceshould develop a plan in FY 2021 to
reduce the costs associated with transporting flahaped mail. The plan should establish
specific achievable goals that reduce transportation costs for ftaped mail. The
Commission will continue to monitathe SVWeb transportation metrics to ensure the Postal
Service continues to make progress towards its goals.

6. Last Mile/Delivery

The Postal Service spent a total of $1.02 billion in city carrier ioffice costs for flats in

FY 2020, or 7.5 cents per pieceCity carrier in-office costs include the cost of casing to DPS.
SeeFigure VF11. When the additional mail processing costs associated with the FSS are
added to the city carrier inoffice costs, the Postal Service spent $1.19 billion processing
flats to DPS in FY 2026%° This is a 4.7 percent reduction from F2019, when the Postal
Service spent $1.25 billion on processing flats to DP®.However, itis only $362 million

less than the amount spent casing flats in FY 2008, when volume was more than double.

467The SVWeb applications allow managderpull reports presenting Area, District, and facility data, such as the number of trips that have
arrived and departed over a given period of time, the percentage of the load on each trip (utilization), andtitme @erformance for each

trip. DocketNo. ACR2015, Third Response of the United States Postal Service to Commission Requests for Additional Informatio615% the FY 2
Annual Compliance Determination, July 26, 2016, &8&1Using these reports, the Postal Service is able to track the ustgasgortation

resources, and identify opportunities to mitigate codtk.

468 SeeChapter V., Section A.2.
469The cost of FSS processing in MODS and NDC facilities was $1673e#lidrary Reference PRRACR202®.
470FY 2019 ACD at 173. The unit@igrocessing flats to DPS in FY 2020 was 8.7 cents per pestébrary Reference PRRACR202®.

471 As detailed in Library Reference PHBACR202®, the cost segment 6 4affice cost for flats in FY 2008 was $1.549 billion, $362 million
more thanthe combined FSS mail processing andffite cost of $1.187 billion in FY 2020. As further detailed in Library ReferendeRPRC
ACR202®, flat volume was 34.35 billion pieces in FY 2008 and declined to 13.67 billion pieces in FY 2020, which repe2qrescant
decline.
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In FY 2008, the Postal Service manually cased all flats because there were no FSS machines.
Despite the addition of FSS machines and 60 percent less volume, the Postal Service has
only reduced the cost of the final sortation operation for flats by 23 percdrsince FY 2008.

Figure VA11
Cost Segment 6: City Delivery Carrier®ffice Activity*’?
Unit Costs, FY 20&FY 2020
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To monitor the service impact of lastmile delivery, the Postal Service uses last mile
indicator (LMI) quarterly scores. Compared to FY 2019, the LMI quarterly scores in FY
2020 improved in Quarters 1 and 2 and worsened in Quarters 3 and 8eelibrary
Reference PRL.R-ACR20199.

Commission analysisn FY 2020, unit inoffice delivery costs ircreased significantly and the
Postal Service does not have a specific plan to address this issue.

The Commission recommends that the Postal Service should develop a plan in FY 2021 to
reduce the costs associated with delivering fishaped mail. The plashould establish specific
achievable goals that reduce delivery costs for fitaped mail. The Commission will continue
to monitor the costs of lasimile delivery in FY 2021 to ensure the Postal Service efforts result
in improvements.

472The data in this table reflect the following flabhaped mail products and classes: F@&tss Mail Flats, USPS Marketing Mail Carrier Route,
USPS Marketing Mail Flats, Periodicals, and BPM Flats.
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E. Comments

PostCom sttes that the Postal Service presents increasingly disappointing performance on

flats year after year. PostCom Comments at 7. PostCom remains concerned that the

#1 11 EOOET 160 OADPI OOET ¢ OANOEOAI AT Spedically, ET 00 £
PostCom is concerned that the reporting requirements will require the Postal Service to

expend additional resources and further increase the costs of the Postal Servilck at 7-8.

The Public Representative states that the Postal Service appears to havenplied with

most of the requirements that require responses, including data, reports, and management

initiatives regarding current flats service and costs. PR Comments at 103. Citing the

disruption of ordinary operations caused by the COVI19 pandemic,the Public

Representative notes that the Postal Service was unable to provide meaningful ydar

year data comparisons or to fully implement planned management initiativesd. He asserts

that the initiatives will likely yield only incremental reductions of cost, if anyld. at 127.

(T xAOAOh OEA 0OAT EA 2APOAOCAT OAGEOGA 11 O0A0 OEAO
NOAOOEI 1T OEAO 1 OAOOEGCEO 1T £ £ AOO DPOIIABOOET ¢ A
concludes that recent toplevel management chages along with reorganization of the

01T OOA1T 3AOOEAA8O AOAA T PAOAOEIT O AT A AEAT CEIT C
significant longer term cost reductions.id. at 128.

F. Commission Analysis

As highlighted above, flats had a negative contributioaf -$1.081 billion in FY 2020. Since

FY 2015, the Commission has worked to identify available data to develop metrics to
measure, track, and report the cost and service performance issues for flats. In FY 2019, the
Commission finalized its annual reportirg requirements for flats, which leverages data
collected internally by the Postal Service to increase transparency and enhance the
accountability of the Postal Service to solve these persistent problentseeOrder No. 5086.

FY 2020 represents the secondear that the Postal Service was required to provide specific
information related to flats cost and service issues. The Commission appreciates the
information provided by the Postal Service this year. The Commission recognizes the
impact of the COVIBL9 pandemic on flats cost and service issues, including the delayed
implementation of several initiatives intended to address these issues. However, because of
the continuing trend of increased costs and declines in service, the Commission continues
to have conerns related to the lack of specific plans to reduce costs and improve service of
flat-shaped mail. The Commission is also concerned that the Postal Service is unable to
determine how its operational initiatives and/or changes will impact cost and servicelo
resolve these concerns, the Commission has identified several areas where the Postal
Service should improve its data and/or develop specific plans and goals to improve service
and reduce costs. In addition, the Commission encourages the Postal Sertacquantify the
impact of its current and future initiatives on costs and service. The fact that in FY 2020
flat-shaped mail products collectively had a cumulative negative contribution of more than
$1 billion highlights the urgency and importance of thigask.
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costs of the Postal Service, the Commission has not required the Postal Service to develop

any new data; it has only required that the Postal Service provide dataahit already

possesses.

Because the ACR review is timkmited by statute, the Commission has not exhausted its
review of the data. The Commission will continue to analyze the data provided to identify
potential further insights.



Docket No. ACR2020 Appendix A
Pagel of 17

Appendix A: Key Commssn Findings
and Directives Requiring Postal Service
Action for Future Annual Compliance
Reports

Workshare Discounts:

1 The Commission encourages the Postal Service to set all workshare discounts as close

as possible to avoided costs in order to send Effc] O DPOEAET ¢ OECT Al 08

new rules contain both a floor and a ceiling on future passthroughs, which will require
the Postal Service to set workshare discounts closer to their avoided do¥t2020
ACD, Chapter II.

NDC Machinable Barcoded Peels and NDC Marketing Parcels:

1 The Commission finds that NDC Machinable Barcoded Parcels and NDC Marketing
Parcels were not adequately justified pursuant to 39 U.S.C. § 3622(e)(2) in FY 2020.
The Commission expects the Postal Service to reduce thishwaagh in the next
Market Dominant price adjustment in compliance with 39 C.F.R. 88 3030.280 through
3030.284, or to seek a waiver under 39 C.F.R. § 3030282020 ACD, Chapter II.

Periodicals:

1 All of the Commission recommendations pertaining to rethg flats costs in Chapter
VI. of this Report apply to Periodicals. In Chapter VI., the Commission reiterates its
longstanding finding that despite numerous cost reduction initiatives designed to
reduce flatshaped mail costs, these costs continue to.ridee Commission is very

AT 1T AAOT AA AU OEA o071 OOAI 3AOOEAAGO Al T OET OA

The Commission also continues to be concerned with the lack of progress the Postal
Service has made in its ability to quantify the cost saviog#s initiatives. Without
knowing the impact of its initiatives on the costs of Periodicals, it will be difficult for
the Postal Service to reduce those coBt¥.2020 ACD, Chapter Il
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Periodicals Pricing Efficiency:

1 The Commission directs the Postrvice to provide an updated version of the
Periodicals Pricing Report in its FY 2021 ACR. The report must include an analysis of
how the pricing in Docket No. R202lLimpacted the cost, contribution, and revenue of
Periodicals in FY 2021 and whether timew pricing improved the efficiency of
Periodicals pricing in FY 202EY 2020 ACD, Chapter Il

USPS Marketing Mail Flats:

1 The Commission finds that the issues raised in theB6Y¥0 ACD regarding USPS
Marketing Mail Flats have continued to worsen. FrdRY 2010 to F2020, the cost
coverage for USPS Marketing Mail Flats has decreased 19 percentage points. In
addition, the Postal Service remains unable to predict, using reasonable assumptions,
when the USPS Marketing Mail Flats product will cover costwbat the impact is of
ATuU T /&£ OEA 01 OOAI 3AOOEAAGO Al 6O OAOEI ¢ EI
AOT I OEA #1111 EOOETT180 &9 ¢tuvd !'#$% S$EOAAOQED
2021 data is available. However, based on projections whichastie likely impact on
revenues to be positive, the Commission finds it appropriate to continue theOE'8
and FY 2019 directives for another year. In the next generally applicable Market
Dominant price adjustment, the Postal Service must propose a priceease for USPS
Marketing Mail Flats that is at least 2 percentage points above the class average for
the USPS Marketing Mail classs stated above, the Postal Service must remain
cognizant of mail mix changes when adjusting prices and do its best tetrtie
requirements of this directive and the price cap while maximizing unit revenue
increases within the productAdditionally, the Postal Service must continue
responding to the requirements of the FY 2010 ACD directive by reducing USPS
Marketing MailH AOOG6 AT OO0 AT A POT OEAET ¢ OANOEOAA
future Annual Compliance Reports. Moreover, the Postal Service must continue to
comply with the FY 2015 directive, as further discussed in Chapter VI. of this REpoOIt.
2020 ACD, Chaptetl.

USPS Marketing Mail Parcels:

1 The Commission finds that FY 2020 revenue for USPS Marketing Mail Parcels was not
sufficient to cover attributable costs. As with USPS Marketing Mail Flats, the actual
impact from the most recent price increases, whislere responsive to the
#1 1 1 EOOBG19 diredtived ®ill not be seen until FA021 data is available.
Nevertheless, based on projections which show the likely impact on revenue to be
positive, the Commission finds it appropriate to continue theZod9directive. In the
next generally applicable Market Dominant price adjustment, the Postal Service must
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propose a price increase for USPS Marketing Mail Parcels that is at least 2 percentage
points above the class average for the USPS Marketing Mail clasgldition to above
average price increases, the Postal Service should continue to expend a reasonable
amount of resources given the size of the product to explore and implement
opportunities to further reduce the unit cost of USPS Marketing Mail Parceld a

report on those opportunities and results in the FY 2021 AER2020 ACD, Chapter

1.

USPS Marketing Mail Carrier Route:

1 The Commission finds that FY 2020 revenue for USPS Marketing Mail Carrier Route
was not sufficient to cover attributable cost.hE Postal Service has not provided a
specific plan to reduce Carrier Route costs in FY 2021. Cost coverage for USPS
Marketing Mail Carrier Route has declined further below 100 percent for the second
consecutive year. The Commission finds it appropriategquire an above average
price change for FY 2021. In the next generally applicable Market Dominant price
adjustment, the Postal Service must propose a price increase for USPS Marketing Mail
Carrier Route that is at least 2 percentage points above the €lagerage for the USPS
Marketing Mail classIn addition to aboveaverage price increases, the Postal Service
must continue to explore and implement opportunities to further reduce the unit costs
of flat-shaped mail products, including USPS Marketing Madrrier Route, as further
discussed in Chapter VI. of this Rep®&Y. 2020 ACD, Chapter Il

Media Mail/Library Mail:

1 The Commission finds that the FY 2020 revenue for Media Mail/Library Mail was not
sufficient to cover attributable costs. The Commissi@eommends that the Postal
Service apply an abovaverage price increase to Media Mail/Library Mail in the next
rate case while balancing the need for BPM Parcels to also receive an emrage
price increaseFY 2020 ACD, Chapter ll.

Bound Printed Mdter Parcels:

1 The Commission finds that FY 2020 revenue for BPM Parcels was not sufficient to
cover attributable costs. The Commission recommends that the Postal Service propose
a price increase for BPM Parcels that is above the class average for theagack
Services class. In addition to an abeaeerage price increase, the Postal Service should
continue to expend a reasonable amount of resources proportionate to the size of the
product to explore and implement opportunities to reduce the unit cost of BPdicels
and report on those opportunities and results in the FY 2021 ARR2020 ACD,
Chapter III.
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Money Orders:

1 The Commission finds that FY 2020 revenue for Money Orders was not sufficient to
cover attributable cost. The Commission recommends that Bostal Service propose
an aboveaverage price increase for Money Orders moving forward (consistent with 39
C.F.R. 8 3030.221). In addition to abeaxerage price increases, the Postal Service
should expend a reasonable amount of resources proportionatéhe size of the
product to explore the reasons behind any shift in consumer behavior contributing to
the decrease in revenue for Money Orders, and report on the results of this
investigation in the FY 2021 ACRY 2020 ACD, Chapter llI.

Inbound Letter Post:

1 The Commission finds that revenue for Inbound Letter Post was not sufficient to cover
attributable cost in FY 2020. The Commission recommends that the Postal Service
negotiate bilateral and multilateral agreements that contain rates for Inbound Lette
Post that are more compensatory than default terminal dues. The Commission also
urges the Postal Service to undertake focused initiatives to reduce Inbound Letter Post
costs without compromising quality of service, and to improve quality of service in
order to benefit from terminal dues bonuses. Lastly, the Commission recommends that
the Postal Service work with the Department of State within the relevant UPU bodies
to ensure that terminal dues proposals adopted at the 2021 UPU Congress will cover
costs or Inbound Letter PostFY 2020 ACD, Chapter Ill.

1 The Commission directs the Postal Service to provide both Service Performance
Measurement (SPM) and QLMS CY 2020 and CY 2021 reports for Inbound Letter Post,
aggregations of weekly failure reports, and amalysis of the failures and steps being
taken to improve service performance in the FY 2021 ACR. The Commission also
directs the Postal Service to state in its FY 2021 ACR whether it forfeited revenue in CY
2020 and CY 2021 based on its QLMS resultsiferibbound Letter Post product. If the
Postal Service forfeited revenue in CY 2020 and CY 2021, the Commission directs the
Postal Service to provide the forfeited amounts for CY 2020 and for CY 2021 based on
all results available to date and explain howigamount is calculated based on service
performance resultsFY 2020 ACD, Chapter III.

1 The Commission directs the Postal Service to file a report within 90 days of issuance of
this ACD that includes the following: service performance reports for CY 20@2Dall
available reports for C2021; a status update on projects and initiatives to improve
service performance identified in the FY 2020 Annual Compliance Report and
Responses to CHIR No. 5, questions 3 to 7, includin@théd O1 ET AT $OAO 3 AT O
Improvemd 06 , AAT 3E@ 3ECIi A "1 AAE "Al O 001 EAAOQI
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service performance based on available metrics; root cause failures identified through
coordination with the UPU and IPC and steps that have been taken to address them,;
and the amaunt of Inbound Letter Post forfeited revenue due to not meeting UPU
service performance targets in CY 2020 andZD21. The Commission further directs
the Postal Service to provide an update to this report no later than 180 days after the
issuance of thif\CDFY 2020 ACD, Chapter Il

International Money Transfer Service Inbound:

1 The Commission finds that the IM7Snbound product was not in compliance with 39
U.S.C. 8633(a)(2) in FY 2020. The Commission encourages the Postal Service to
continue its efbrts towards termination of the remaining agreements comprising the
IMTS> Inbound product during FY 202 Y 2020 ACD, Chapter IV.

International Money Transfer Service Outbound:

1 The Commission findbat the IMTS Outbound product was not in compliance wit
39 U.S.C.3633(a)(2) in FY 2020. Considering the progress the Postal Service has
made towards terminating the agreements comprising the IMT$bound product,
the Commission expects less variability for the IMTOutbound unit cost estimates in
the future.FY 2020 ACD, Chapter IV.

International Ancillary Services:

1 The Commission finds that the International Ancillary Services product was not in
compliance with 39 U.S.C3833(a)(2) in FY 2020 because one sabmponent,
Inbound Competitive InternationaRegistered Mail, did not cover costs. The
Commission directs the Postal Service to provide a detailed analysis of obstacles that
prevent the Postal Service from meeting performance targets for inbound registered
items, as well as the projected cost ofaitting performance targets, within 120 days
of issuance of this ACBY 2020 ACD, Chapter IV.

Competitive Outbound International Products Consisting of NSAs:

1 The Commission concludes that one Competitive outbound international product
consisting of NSA§EPS 11, did not satis3® U.S.C. 3633(a)(2) because revenue did
not exceed the attributable cost for the product. The two contracts in this product are
no longer active, and thus no longer need to be terminated. The Commission directs the
Postal Serwe to continually monitor the financial performance of outbound
international NSAs. For details pertaining to the monitoring of the financial
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performance of international NSAs, see Section IV.C.4.c. bENWR020 ACD, Chapter
V.

Monitoring of Competitive Outbound International NSAs Financial Performance:

1 The Commission directs the Postal Service to monitor the financial performance of
each outbound international contract on a quarterly basis and to file with the
Commission a summary Excel file pertaigimo the latest postal quarter. The summary
file should be filed with the Commission within 30 days of the conclusion of each postal
guarter, including postal Quarter 4. The summary file should include, for each active
NSA and each outbound internationaéssice NSA, revenues, pieces, weight, and costs.
FY 2020 ACD, Chapter IV.

Revisions to the ICRA:

1 The Commission urges the Postal Service to provide accurate data pertaining to the
latest fiscal year at the time of the original submission of fiscal yeatedin future
Annual Compliance Review dockelsy 2020 ACD, Chapter IV.

Service Performance Impact Analysis of Initiatives:

1 Because the Commission is concerned with reoccurrence, the Postal Service is directed
to file with the Commission a service penfoance impact analysis for initiatives that
are planned for implementation on or before the issuance of the next ACD (March 29,
2022) and are reasonably foreseeable to impact service performance results. The
analysis shall be filed in Docket No. ACR2028@®n as practicable, but at least 30
days prior to implementationFY 2020 ACD, Chapter V.

First-Class Mail Service Performance:

1 The Commission finds that the Postal Service did not meet its service performance
targets for FirstClass Mail in FY 2020 andirects the Postal Service to improve service
performance results for its FirsClass Mail products in FY 2021. The Commission
recognizes thatthe COVIiDO DAT AAT EA EAO AGAAAOAAOAA OEA
in achieving its service performance taegs and takes that into account in formulating
its directivesFY 2020 ACD, Chapter V.

1 The Commission is concerned that FY 2020 service performance results for Single
Piece Letters/Postcards declined from FY 2019 and remain substantially below target.
Acordingly, the Commission determines that Sing¥ece Letters/Postcards remains
out of compliance for the sixth year in a row. Additionally, the Commission is very
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concerned that results for Outbound SingRece International, which have remained
below target since FY 2009, declined significantly from the previousbserved levels
and are substantially below target in FY 2020. Therefore, the Commission determines
that Outbound SinglePiece International is not in compliance for FY 2020¢ 2020

ACD, Chaysr V.

1 The Commission directs the Postal Service to provide informatinrthe following six
matters. If the Postal Service cannot provide responsive information at the requested
level of granularity, then responsive information should be provided at thesin
practicable level of granularity, along with a narrative explaining the level of
granularity provided in the response and detailing why the requested level of
granularity could not be reached. The Postal Service is encouraged to file a motion for
clarification in Docket No. ACR2020, if necessary. Where appropriate, the Postal
Service shall explain the reasons for any differences in the calculation of data in FY
2021 versus FY 2020, and shall propose a method for comparing the FY 2021 data to
the FY 202@ata. FY 2020 ACD, Chapter V.

€) FY 2021 Nationwide Transit and Last Mile
Improvement Efforts and Plans

First, the Commission directs the Postal Service to evaluate the efficacy of its FY 2021
nationwide efforts to improve transit and Last Mile and to prowdspecific detailed

plans to improve service performance results for FiGlass Mail, as described in items

1 and 2.

1. The transit evaluation shall explain how the progress made in FY 2021 (or lack
thereof) toward ensuring ortime departures, ensuring timgl tender to transit
suppliers, and minimizing en route delays affected-thme service performance
results for FirstClass Mail in FY 2021. The transit plan shall explain how the
Postal Service will improve results for Fir§llass Mail by describing: each
planned action, the problem that the planned action is expected to remediate,
the estimated timeframe for implementation and completion of each planned
action, and the metrics used to measure progress toward completion.

2. The Last Mile evaluation shall exglahow the progress made in FY 2021 (or
lack thereof) toward ensuring that facilities have proper education and are
held accountable affected etime service performance results for Fir€llass
Mail in FY 2021. The Last Mile plan shall explain how the BbService will
improve results for FirstClass Mail by describing: each planned action, the
problem that the planned action is expected to remediate, the estimated
timeframe for implementation and completion of each planned action, and the
metrics used taneasure progress toward completion.
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The evaluations shall include quantitative comparisons of the same period last year
(e.g., compare FY 2021 Quarter 1 to FY 2020 Quarter 1) and provide a narrative
explaining the practices observed to remediate the unigerg problem(s) in FY 2021.
Because every FirgElass Mail product remains below its applicable target and the
Postal Service has indicated that its progress and plans related to transit and the Last
Mile apply to all categories of Firs€lass Mail geneidy, the Commission will continue

to allow the Postal Service to describe its progress and plans at a class level. However,
where appropriate, the evaluation shall indicate if the reported progress and effect on
results apply only to particular categorieef First-Class Mail (e.g., shape, product, or
service standard). The evaluation and plan shall identify a responsible Postal Service
representative, with knowledge of these matters, who will be available to provide
prompt responses to requests for clarifiton from the Commission. The evaluation

and plan shall be filed within 90 days of the issuance of this ACD (by June 28, 2021). An
updated evaluation and plan shall be filed at the time of the 2021 ACR (by

December 29, 2021).

(b) FY 2021 Division Improvement Efforts and Plans

Second, the Commission directs the Postal Service to provide information for each of
the geographic Postal Service Divisions on the following matters, described in items 1
and 2. Because the Postal Service has indicated that thesecegperformance
improvement efforts are led by personnel in the new Logistics and Processing
Operations unit, and the Commission continues to have concerns regarding whether
local actions are adhering to national strategies, the Commission directs thedPost
Service to provide narrative reports from each Division to ensure a sufficiently wide set
of narrative responses of geographic breadth.

1. For each Division, the Postal Service shall evaluate the efficacy of its FY 2021
efforts to improve ortime service prformance results for FirsClass Mail by
AAOAOEAET ¢ OEA S$SEOEOEIT60 DPOI COAOO i AAA
of failure to deliver FirstClass MailorOET A AT A A@bil AET ET ¢ ET x
progress (or lack thereof) toward addressing each ramuse affected ofime
results for FirstClass Mail in FY 202This evaluation shall include
guantitative comparisons of the same period last year (e.g., compare FY 2021
Quarter 1 to FY 2020 Quarter 1) and provide a narrative explaining the
practices obsrvedto remediatethe underlying problengs) in FY 2021

2. For each Division, the Postal Service shall provide a detailed plan to improve
on-time service performance results for Fir€tlass Mail that describes each
planned action, the problem that the planmeaction is expected to remediate,
the estimated timeframe for implementation and completion of each planned
action, and the metrics used to measure progress toward completion.
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Because every FirgClass Mail product remains below its applicable target attd

Postal Service has indicated that its progress and plans apply to all categories of First
Class Mail generally, the Commission will continue to allow the Postal Service to
describe its progress and plans at a cldssel. However, where appropriate, ¢hreport

shall indicate if the information applies only to particular categories of Fir€lass Mail
(e.g., shape, product, presort/singf@ece, or service standard). The report for each
Division shall identify a responsible Postal Service representatingy knowledge of

these two matters specific to the Division, who will be available to provide prompt
OAODPI 1T OAO Oi OANOAOOO &£ O Al AOEEZEAAOEIT £&O
report shall specify its area of geographic oversight as compa@the legacy

geographic organization. The report for each Division shall be filed within 90 days of

the issuance of this ACD (by June 28, 2021). An updated report from each Division shall
be filed at the time of the FY 2021 ACR (by December 29, 2021).

(c) Corsistent Data

Third, to facilitate the consistent monitoring of Firs€Class Mail service performance

(particularly for Single-Piece Letters/Postcards), the Commission directs the Postal

Service to provide the following data, described in items 1 througb&ta shall be

DOl OEAAA £ O &9 ¢otouv 1-0AROAOXxEDEEDAOGOAARAYD
issuance of this ACD (by June 28, 2021). Data shall be provided for FY 2021 Quarter 3,
10A00A0 -BEAI EOAAT RAAT 1T OAl EUAA EIACRGEA AEEOAA
December 29, 2021). The Commission continues to direct the Postal Service to provide

Area and District-level data to allow comparability to prior fiscal years.

1. The top five root cause point impacts for Fir§llass Mail, disaggregated by
shape/product and service standard, presented for the nation and each Area.
Please present results for Flats at the product level and disaggregated by the
single-piece and presorted categories.

2. The air carrier capacity requested, air carrier capacity received, aaid
capacity gap calculated, using daily cubic feet volume.

3. The number of CLTs (any HCR that is late more than 4 hours), presented for the
nation, each Area, and each District.

4, The performance for each national operating plan target (also referred to as
the 24Hour Clock national clearance goals), presented for the nation, each
Area, and each District.

5. The 10 facilities with the most failures in meeting each of theR2dur Clock
national clearance goals during FY 2021. For each facility identified, please
state the number of times that the facility failed to meet that national
clearance goal during FY 2021, and the corresponding number of times that
the facility failed to meet that national clearance goal during FY 2020.
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(d) FY 2021 ISC Improvement Efforts andI&ns
I TTEOT O OEA 01 OOAIT -8Brieodvicd\pkrioankeEBilt® OO Of

for Inbound Letter Post and Outbound Singgece International, the Commission
directs the Postal Service to provide information from each ISC (and the Honolulu,
Hawaii facility responsible for processing Outbound Sindtesce International) on the
following matters, described in items 1 and 2.

1.

For each facility, the Postal Service shall evaluate the efficacy of its FY 2021

efforts to improve ortime service performrance results for Inbound Letter Post

and Outbound Singk® EAAA )T OAOT AOETT Al AU AAOAOEA
i AAA O xAOA AAAOAOOEI ¢ OEA EAAT OEZAEAA A
adherence to processing requirements and explaining how thé&efacE OU 8 O

progress (or lack thereof) toward addressing each identified deficiency affected

results for these products in FY 2021.

For each facility, the Postal Service shall provide a detailed plan to improve
on-time service performance results for Inbounetter Post and Outbound
SinglePiece International that describes each planned action, the problem that
the planned action is expected to remediate, the estimated timeframe for
implementation and completion of each planned action, and the metrics used to
measure progress toward completion.

The evaluations shall include quantitative analysis that identifies the metric(s) used in
support thereof, and if quantitative support is unavailable, the facility shall explain
why it is unavailable and provide qualitatie analysis in support of the evaluation. The
report for each facility shall identify a responsible Postal Service representative, with
knowledge of these two matters specific to the facility, who will be available to provide
prompt responses to requestsrfclarification from the Commission. Each facility shall
quantify the Inbound Letter Post and Outbound Sindtéece International volume it
processed each Quarter and provide corresponding quantification for the same period
during FY 2020. The report fagach facility shall be filed within 90 days of the issuance
of this ACD (by June 28, 2021). An updated report from each facility shall be filed at the
time of the FY 2021 ACR (by December 29, 2021).

These facilityspecific reporting requirements are in adiibn to the Inbound Letter
Post specific status updates required by Section 111.B.8.b.3., above.

(e) Evaluation of Feasibility and Status of
Developing Point Impact Data for International
Mail

For its domestic FirstClass Mail products, the Postal Service daseloped point
impact data, which quantifies the number of percentage points by whicktiome
results decreased due to each specific root cause indicator. See Response to CHIR No. 1,
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guestion 20.a. Since FY 2019 Quarter 3, the Postal Service has get@aional-level

data for its international products using internal SPM. The Commission encourages the
Postal Service to use the experience it has obtained in developing point impact data for
its domestic products and in generating internal SPM data fotemational products

to quantitatively link decreases in international service performance results to root
causes of failure. Therefore, the Commission directs the Postal Service to evaluate the
feasibility and status of its efforts to develop point impatata for Inbound Letter Post

and Outbound Singliece International. The Postal Service shall file this evaluation
within 90 days of the issuance of this ACD (by June 28, 2021). An updated evaluation
shall be filed at the time of the FY 2021 ACR (by Dduer 29, 2021).

() National Monthly Service Performance Results
47 1T TTEOIT O OEA 01 OOAI 3A0OOEAAGO AEEI OO0 O
2020, the Commission directs the Postal Service to provide national service
performance results, disaggregatday month, for SingléPiece Letters/Postcards and
Outbound SinglePiece International (all service standards and combined). These
monthly results shall be due on the following schedule: May 10, 2021 (monthly results
for October 2019 through March 2021), Augt 9, 2021 (monthly results for April 2021
through June 2021), November 9, 2021 (monthly results for July 2021 through
September 2021), February 9, 2022 (monthly results for October 2021 through
December 2021), and May 10, 2022 (monthly results for Jaguz22 through March
2022).FY 2020 ACD, Chapter V.

USPS Marketing Mail Service Performance:

1 The Commission expects that the service performance results for the USPS Marketing
Mail products (High Density and Saturation Flats/Parcels, Letters, Carrier ok lats,
and Every Door Direct Maal Retail) that did not achieve their FY 2020 service
performance targets will improve in FY 2021. The Commission directs the Postal
Service to apply its data leveraging techniques to improve service performance for
theseproducts. The Commission recognizes that the CGlApandemic has
AdAAARAOAAOAA OEA 01 OOA1I 3AO0OOCEAABO AEAIIT AT CA
targets and takes that into account in formulating its directiveBY 2020 ACD,
Chapter V.

1 If the serviceperformance results for any USPS Marketing Mail product do not achieve
the applicable annual service performance target in FY 2021, then the FY 2021 ACR
shall include: (1) the top five root cause point impacts for the product for each quarter
and annuallyfor FY2021, disaggregated by shape/product and entry level/service

standard; (2)an evaluation of theA £ZAEAAAU 1T £ OEA 01 OOAI 3A00E

o~ o~ oA =

Ei DO1 OA OEEO POl AODAOSEO OAOOGEAA DPAOA&EN OiF AT AA
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the recurring operational efficiency issues identified by the Postal Service); and (3) a

detailed planA @1 AET ET ¢ ET x OEEO DPOT AOAOSO OAOOI O
Service cannot provide responsive information at the requested level of granularity,

then responsie information should be provided at the most practicable level of

granularity, along with a narrative explaining the level of granularity provided in the

response and detailing why the requested level of granularity could not be provided.

Where appropriate the Postal Service shall specifically address how the evaluation

and plan apply to mailpieces entered at origin versus mailpieces entered further into

the mail streamFY 2020 ACD, Chapter V.
Periodicals Service Performance:

1 The Commission finds thahe Postal Service did not meet its service performance
targets for both Periodicals products in FY 2020 and directs the Postal Service to
improve service performance results for these products in FY 2021. The Commission is
very concerned that o#iime resuts for these products, which have remained below
target since FY 2009, declined significantly from the levels observed in FY 2019 and
are substantially below their targets in FY 2020. Therefore, the Commission
determines that IrnCounty and Outside CountyeRodicals are not in compliance for FY
2020. The Commission recognizes that the COWpandemic has exacerbated the
0T OOA1T 3AOOEAAS8O AEAI T AT CAO ET AAEEAOEI ¢ E
into account in formulating its directives.

@) FY 2@1 Improvement Efforts and Plans

First, the Commission directs the Postal Service to evaluate the efficacy of its FY 2021
nationwide efforts to improve IaRCounty and Outside County Periodicals service
performance and to provide specific detailed plans togrove Periodicals service
performance, as described in items 1 and 2.

1. The Postal Service shall evaluate the efficacy of its FY 2021 efforts to improve
on-time results for Periodicals by describing the progress made (including how
the Postal Service adapfe EOO AZ£&£I 000 ET 1 ECEO | £ OEA
status of efforts identified in Docket Nos. ACR2019 and ACR2020) and
Agbl AETET C EIl x OEA 01 OOAT 3A0O0EAAG O bDPOI
results for Periodicals in FY 2021. The evaluatoshall include quantitative
comparisons of the same period last year (e.g., compare FY 2021 Quarter 1 to
FY 2020 Quarter 1) and provide a narrative explaining the practices observed
to remediate the underlying problem(s) in FY 2021.

2. The Postal Service shigrovide a detailed plan to improve otime results for
Periodicals that describes each planned action, the problem that the planned
action is expected to remediate, the estimated timeframe for implementation
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and completion of each planned action, andetimetrics used to measure
progress toward completion.

The report shall identify a responsible Postal Service representative, with knowledge of
these two matters specific to Periodicals, who will be available to provide prompt
responses to requests for cification from the Commission. This report shall be filed
within 90 days of the issuance of this ACD (by June 28, 2021). An updated report shall
be filed at the time of the FY 2021 ACR (by December 29, 2021).

(b) Evaluation of Feasibility and Status of
Developng Point Impact Data for Periodicals

The Postal Service has developed point impact data for other classes of mail-(First
Class Mail and USPS Marketing Mail), which quantifies the number of percentage
points by which ortime service performance decreasedalto each specific root cause
indicator. See Response to CHIR No. 1, questions 20.a., 22.a. The Commission
encourages the Postal Service to use this experience to quantitatively link decreases in
Periodicals service performance results to root causesadtife. Therefore, the
Commission directs the Postal Service to evaluate the feasibility and status of its efforts
to develop point impact data for Periodicals. The Postal Service shall file this
evaluation within 90 days of the issuance of this ACD (lyeJ28, 2021). An updated
evaluation shall be filed at the time of the FY 2021 ACR (by December 29, 2021).

(c) National Monthly Service Performance Results
47 TTTEOI O OEA 01 OOAI 3AOOEAAGO A&EAI 000 Oi
2020, the Commissiodirects the Postal Service to provide national-time percent
results, disaggregated by month, ford4@ounty and Outside County PeriodicalShese
monthly results shall be due on the following schedule: May 10, 2021 (monthly results
for October 2019 throgh March 2021), August 9, 2021 (monthly results for April 2021
through June 2021), November 9, 2021 (monthly results for July 2021 through
September 2021), February 9, 2022 (monthly results for October 2021 through

December 2021), and May 10, 2022 (montiiesults for January 2022 through March
2022).FY 2020 ACD, Chapter V.

Package Services Service Performance:

1 The Commission finds that the Postal Service did not meet its service performance
targets for BPM Flats and Media Mail/Library Maiin FY 2020 ad directs the Postal
Service to apply its data leveraging techniques to improve service performance results
for these products in FY 202The Commission recognizes that the COXID
DAT AATEA EAO AOAAAOAAOAA OEA 0¢$%r@Gkl 3AO0O0EA

L This directive is separate frothe requirements that the Postal Service report service performance results on an annual and periodic basis
pursuant to 39 C.F.R. part 3055. This directive complements rather than replaces the requirements of 39 C.F.R. part 3055.
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performance targets and takes that into account in formulating its directivés( 2020
ACD, Chapter V.

1 While the ontime performance result for BPM Flats increased from FY 2019 to FY
2020 by 0.5 percentage points (largely driven by improvedpa@ndemic performance
during Quarters 1 and 2), the Commission remains concerned that this product is
substantially below its target. Moreover, FY 2020 marks the ninth consecutive year
that BPM Flats has remained below its target. The Commission is alsceroad that
the FY 2020 ostime performance result for Media Mail/Library Mail remains below
target and declined again for the third consecutive year. The Commission
acknowledges that the Postal Service has repeatedly asserted that both of these
products have significant volumes that are incompatible with existing equipment and
therefore undergo manual processing, which is slower and costhé&t.2020 ACD,
Chapter V.

T 47 117TTEOT O OEA 01 OOAI 3AOOEAAGO AEMEI 000 Oi
flat- and parcetshaped mail products, which have been exacerbated by the CQYID
pandemic, the Commission directs the Postal Service to provide the following
information in the FY2021 ACR for BPM Flats and Media Mail/Library Mail. First, the
Postal Senge shallevaluate theA £ZZEAAAU | £ OEA 01 OOAT 3 AO00OE]
i E1 A1l OAET ¢ ET x OEA 01 OOAI 3AOOEAA AAAPOAA
and the status of efforts identified in Docket Nos. ACR2019 and ACR2020) to improve
on-time senice performance for each product. Second, the Postal Service shall provide
adetailedplan®£l O ET x AAAE POl AOAOSO OA&éh OO xEI I
planned action, the problem that the planned action is expected to remediate, the
estimated timefrane for implementation and completion of each planned action, and

the metrics used to measure progress toward completiB.2020 ACD, Chapter V.
Special Services Service Performance:

1 The Commission finds that the Postal Service did not meet its sereidenmance
targets for Post Office Box Servicgtamp Fulfillment Services, and Ancillary Servides
FY 2020 and directs the Postal Service to apply its data leveraging techniques to
improve service performance results for these products in FY 202&. @mmission
recognizes thatthe COVIiDO DAT AAT EA EAO AGAAAOAAOAA OEA
challenges in achieving its service performance targets and takes that into account in
formulating its directives.FY 2020 ACD, Chapter V.

1 Post Office Box Servicesultscontinued to fall short of its performance target in FY
2020. The Commission expects the service performance results for Post Office Box
Service will improve in FY 2021 as the Postal Service realigns its staffing to correspond
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xEOE OEA DAT AnvbIUmMA and entplbyPeladalinbility. If the results for

Post Office Box Service do not achieve the service performance target in FY 2021, then

the FY 2021 ACR shall include: @n evaluation of thed £ZEAAAU 1T £ OEA 01 O
FY 2021 efforts (includig how the Postal Service adapted its efforts in light of the

DAT AAT EAGO EIi PAAOO AT A OEA OOAOOO 1T &£ AEAEI O
ACR2020) to improve otime service performance for this product; and (2)detailed

o~ o~ oA o

plan explaining how this T AOAO3 O OAOOI.Br®028 EGDI Chédpfer VET P OT O

1 The Commission expects that the Postal Service will improve results for Stamp
Fulfillment Services and Ancillary Services in FY 2021. If the results for Stamp
Fulfillment Services or Ancillary Seices do not achieve the service performance
target in FY 2021, then the FY 2021 ACR shall includea(ilgvaluation of thesfficacy
i £/ OEA 01 6OAT 3A0OOEAA8O &9 ¢otouv AEAI 000 jE
AgEE OO0 ET 1 E Crapactsiand thé stakus & afforis Aléntfidddndodket
No. ACR2020) to improve aime service performance for this product; and (2) a
detailed planA @D1 AET ET ¢ ETl x OEEO DPOILWQAROGASCD, OAOOI Oc
Chapter V.

Consumer Access:

1 The Comnssion reiterates the importance of providing consistent information among
the Annual Report to Congress, ACR, and CHIR responses. For its FY 2021 filings, the
Postal Service must obtain data from the same system to ensure that information
provided for bothretail facilities and delivery points is consistent among the FY 2021
Annual Report to Congress, FY 2021 ACR, and CHIR responses. If there are any
discrepancies, the Postal Service must identify and reconcile them in the FY 2021 ACR
instead of in CHIR rgmnsesFY 2020 ACD, Chapter V.

Post Office Suspensions:

1 The Commission directs the Postal Service to continue filing quarterly reports on the
status of the 211 remaining suspended post offices and actions taken to resolve them.
The Postal Service musgtd this information within 40 days after the end of each
guarter in FY 2021 and in FY 2022 for Quarters 1 and 2. Quarterly reports must
continue to include a spreadsheet containing the information provided in the FY 2020
Quarter 4 update. For each remaing suspended post office, quarterly reports must
AAOAOEAA OEA OOODPAT AAA PIi OO0 T £AZEAAGO OOAOO
suspended post office during that quarter, and anticipated next steps. If the Postal
Service does not take steps to resolveugpended post office during the quarter, it

must explain why in the quarterly report-Y 2020 ACD, Chapter V.
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The FY 2021 Quarter 2 report must include data disaggregated for FY 2021 Quarters 1
and 2 and contain the information required by the Commissias described above.

The FY 2021 Quarter 2 report must also include a detailed plan and timeline for
resolving all remaining suspended post offices, including post offices suspended from
FY 2017 through FY 2021. If the Postal Service fails to resolvessuiga post offices in
accordance with its plan and timeline, the FY 2021 ACR must explain why and include
a detailed plan and timeline for resolving all remaining suspended post offices,
including post offices suspended from FY 2017 through FY 2622202 ACD,

Chapter V.

Customer Satisfaction:

T

In the FY 2021 ACR, the Postal Service must describe actions taken in FY 2021 to
improve customer satisfaction with Market Dominant mailing services for each
customer type and explain how these actions impacted2021 results. If customer
satisfaction with Market Dominant mailing services declines between FY 2020 and FY
2021, the FY 2021 ACR must explain wiiy.2020 ACD, Chapter V.

Flat-Shaped Mail:

T

T

The Commission recommends that the Postal Service continastimate and report
the additional cost bundle breakage adds to flats processing. In addition, the Postal
Service should continue to study the causes, impacts and ways to reduce bundle
breakage; enhance reporting and tracking of bundle irregularities; anark with
mailers to ensure corrective actions are implemented when irregularities are shared
through the Mailer Irregularity Application on the Mailer Scorecar&Y 2020 ACD,
Chapter VI.

The Commission recommends that the Postal Service establish afisgaen to
achieve its productivity targets for each flashaped mail processing machine, and
continue to provide estimates of the impact of changing productivities on the mail
processing costs of flashaped mail products in FY 202EY 2020 ACD, Chapteil.

The Commission recommends that the Postal Service should develop an accurate
method to track flatshaped mail that is manually processed in FY 2021. Once there is
an accurate measurement of flathaped mail, the Postal Service should develop a
specifc plan that continues to decrease the quantity of flahaped mailpieces

processed manually, and achieve a proportional reduction in unit manual processing
costsFY 2020 ACD, Chapter VI.
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1 The Commission recommends that the Postal Service should devgilamao reduce
the costs associated with allied operations and gain additional insight into allied
operations. In addition, the Postal Service must use the updated version of the Cycle
Time report to generate detailed data/reports on mail entry points. Flaermore, the
Postal Service must indicate the WIP cycle time for each processing point, and the
corrective action(s) taken when delays occur in processing points, thus impacting
service performancekY 2020 ACD, Chapter VI.

1 The Commission recommends tithe Postal Service should develop a plan in FY 2021
to reduce the costs associated with transporting flahaped mail. The plan should
establish specific achievable goals that reduce transportation costs forslaaped
mail. The Commission will continu® monitor the SVWeb transportation metrics to
ensure the Postal Service continues to make progress towards its geél2020 ACD,
Chapter VI.

1 The Commission recommends that the Postal Service should develop a plan in FY 2021
to reduce the costs assota with delivering flatshaped mail. The plan should
establish specific achievable goals that reduce delivery costs forsitetped mail. The
Commission will continue to monitor the costs of lasile delivery in FY 2021 to
ensure the Postal Service effsrresult in improvementsEY 2020 ACD, Chapter VI.
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Commenter

Comment Citation

Citation Short Form

Amazon.com Services, Inc. (ASI)

Reply Comments of Amazon.com Service
Inc., February 12, 2021

ASI Reply Comments

American Catalog Mailers
Association (ACMA)

Initial Comments of the American Catalog
Mailers Association (ACMA), February 2,
2021

ACMA Comments

American Consumer Institute
Center for Citizen Research (ACI)

Comments of American Csamer Institute
Center for Citizen Research Regarding
Docket No. ACR2020 Submitted to the
United States Postal Regulatory
Commission, January 27, 2021

ACI Comments

Association for Postal Commerce
(PostCom)

Comments of the Association for Postal
CommerceFebruary 1, 2021

PostCom Comments

Association for Postal Commerce
(PostCom) and Delivery Technolo
Advocacy Council (DTAC)

Comments of the Association for Postal
Commerce and Delivery Technology
Advocacy Council on FY 2020 Report and
FY2021 Plan, Mh 1, 2021

PostComDTAC
Comments

Frontiers of Freedom

Comments of Frontiers of Freedom
Regarding Docket No. ACR2020 Submitte
to the United States Postal Regulatory
Commission, January 29, 2021

Frontiers of Freedom
Comments

National Association ofrBsort
Mailers (NAPM)

Comments of the National Association of
Presort Mailers, February 1, 2021

NAPM Comments

National Postal Policy Council
(NPPC)

Reply Comments of the National Postal
Policy Council, February 12, 2021

NPPC Reply Comments

Parcel Sipipers Association (PSA)

Parcel Shippers Association Reply
Comments, February 12, 2021

PSA Reply Comments

Pitney Bowes Inc. (Pitney Bowes)

Comments of Pitney Bowes Inc., February

2021

Pitney Bowes Comments
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Commenter

Comment Citation

Citation Short Form

Public Representative (PR)

Public Representave Comments, February|
2,2021

PR Comments

Pubic Representative (PR)

Public Representative Comments on the H
2020 Performance Report and FY 2021
Performance Plan, March 1, 2021

PR Comments on FY 202
Performance Report and
FY 2021 Performance Pl4

Small Business and
Entrepreneurship Council (SBE
Council)

Comments of Small Business and
Entrepreneurship Council on Docket No.
ACR2020, February 1, 2021

SBE Council Comments

Taxpayers Protection Alliance (TP

Comments of Taxpayers Protective Alliang
on the 2020 Annual Compliance Report
Docket No. ACR2020, February 1, 2021

TPA Comments

Taxpayers Protection Alliance (TP

Reply Comments to 2020 Annual
Compliance Report Docket No. ACR2020
February 12, 2021

TPA Reply Comments

United Parcel Servicéc. (UPS)

Initial Comments of United Parcel Service
LyOd 2y !'yAGSR {41
Compliance Report for Fiscal Year 2020,
February 1, 2021

UPS Comments

United Parcel Service, Inc. (UPS)

Reply Comments of United Parcel Service
Inc.onl YAGSR {GFiSa t2
Compliance Report for Fiscal Year 2020,
February 12, 2021

UPS Reply Comments

United States Postal Service (Pos
Service)

Reply Comments of the United States Pos
Service, February 12, 2021

Postal Service Reply
Comments

United States Postal Service (Pos
Service)

Reply Commentsf the United States Post3
Service, March 15, 2021

Postal Service Reply
Comments on FY 2020
Performance Report and
FY 202Performance Plan
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AppendixC Acronyms and
Abbreviations

Acronym/Abbreviation Meaning
AADC Automated area distribution center
ACD Annual Compliance Determination
ACI American Consumer Institute Center for Citizen Research
ACMA American Catalog Mailer Association
ACR Annual Compliance Report
ADC Area digribution center
ADP Alternative Delivery Provider
ADPR Alternative Delivery Provider Reseller
ADUS Automated Delivery Unit Sorter
AFSM Automated Flats Sorting Machine
APBS Automated Parcel and Bundle Sorter
APWU American Postal Workers Union
BPM Bound Printed Matter
BSN Business Service Network
CEM Customer Experience Measurement
C.F.R. Code of Federal Regulations
CGR Carrier Generated Route
CHIR I KFEANXYEFYQE LYF2NXNIGA2Y wSljdsSai
Cl Customer Insights
CIR Commission Information Request
CLT Critically Late Trip
CPI Consumer price index
CPiU Consumer price index for all urban consumers
CPO Community Post Office
CPU Contract postal unit
CRA Cost and Revenue Analysis
CY Calendar Year
DDU Destination delivery unit
DFSS Destination Flats Segncing System
DNDC Destination network distribution center
DPS Delivery point sequencing
DSCF Destination sectional center facility
ECP Efficient component pricing
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Acronym/Abbreviation Meaning
ECSI Educational, cultural, scientific or informational (value)
EDDMR Every Door Dact Mailt Retail
EMS Express Mail Service
EPG EParcel Group
EPPS Enhanced Package Processing Sorter
ESAS Expedited to the Street Afternoon Sortation
EXFC External FirsClass Measurement
FedEx Federal Express Corporation
FPO Foreign postal operator
FSS Flats Sequencing System
FY Fiscal Year
GBE Global Bulk Economy
GEPS Global Expedited Package Services
GEPS& NPR Global Expedited Package ServicdonPublished Rates
GMS Global Monitoring System
GREPS Global Reseller Expedited Package Services
HCR Highway contract route
HTPS High Throughput Package Sorter
IBRS International Business Reply Service
ICRA International Cost and Revenue Analysis
iIMAPS Intelligent Mail Accuracy and Performance System
IMb Intelligent Mail barcode
IMMS Internationd Mail Measurement System
IMTS Inbound International Money Transfer Servicégnbound
IMTS Outbound International Money Transfer Servicé®utbound
IOCS In-Office Cost System
IPA International Priority Airmail
IPC International Post Corporation
ISAL International Surface Air Lift
ISC International Service Center
v Informed Visibility
LMI Last mile indicator
Mixed ADC Mixed area distribution center
MPA & ANM Magazine Publishers of America, Inc., and Alliance of Nonprofit Mailers
MMP Managed mail ppgram
MSP Mail Service Providers
NAPM National Association of Presort Mailers
NDC Network distribution center
NPPC National Postal Policy Council
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Acronym/Abbreviation Meaning
NSA Negotiated service agreement
NTU National Taxpayers Union
OIG Office of Inspector General
P&DC Pracess and distribution center
PAEA Postal Accountability and Enhancement Act
Pitney Bowes Pitney Bowes Inc.
PMG Postmaster General
PMI RRB Priority Mail International Regional Rate Boxes
POS Point of Sale
PostCom Association for Postal Commerce
PTR Product Tracking and Reporting
PR Public Representative
PVS Postal Vehicle Service
QBRM Qualified Business Reply Mail
QLMS Quality Link Measurement System
RDT Required Delivery Time
RFID Radio Frequency ldentification Scan
RPG Run Plan Generators
SASP Seamless Acceptance and Service Performance
SBE Council Small Business and Entrepreneurship Council
SCF Sectional center facility
SDR Special Drawing Right
SFS Stamp Fulfillment Services
SPBSTS Sorter/Small Parcel and Bundle Sorter Tracking
SRP Sipplementary remuneration program
STC Surface Transfer Center
THS Terminal Handling Service
TPA Taxpayers Protection Alliance
TPF Total Pieces Fed
UFSM Upgraded Flats Sorting Machine
U.S.C. United States Code
UPS United Parcel Service, Inc.
UPU Uniwversal Postal Union
VPO Village Post Office

WIP

Work in Process
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In connection with Section 2 of the Plain Writing Act of 2010, the Postal
Regulatory Commission is committed to providing communications that are
valuable to arr readers.

We would like to hear your comments on what you find useful about our Annual
Compliance Determination report and how we can improve its readability and
value.
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