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The United States Postal Service (Postal Service) hereby gives notice of rates
not of general applicability for Inbound Letter Post Small Packets and Bulky Letters and
for Inbound Registered Service Associated with such Items (collectively referred to
herein as “Inbound E-format Letter Post”); these rates would take effect on a date to be
determined later by the Postal Service Governors. 1
The Postal Regulatory Commission (Commission) previously determined that
Inbound E-format Letter Post is appropriately classified as a competitive product,
conditioned on favorable review and implementation of new prices. 2 The Postal Service
proposes that these new prices be within a range of rates that has been established by
the Decision of the Governors of the United States Postal Service on Rates for Inbound
Letter Post Small Packets and Bulky Letters, and for Inbound Registered Service
Associated with such Items, dated May 9, 2019 (Governors’ Decision No. 19-2). This
filing seeks the Commission’s favorable review of this range. The Postal Service

1 Under 39 C.F.R. § 3015.5(a), the Postal Service ordinarily must file a notice of a change in a rate not of
general applicability at least 15 days before the effective date of the change. In this case, the effective
date of the change has not yet been established by the Governors. The Postal Service will file a
subsequent timely notice with the Commission after the Governors establish the effective date.
2 Order No. 4980, Order Conditionally Approving Transfer, Docket No. MC2019-17, January 9, 2019.

proposes to specify, in a subsequent filing, the exact rates that will apply to Inbound Eformat Letter Post within this range. This approach will provide the Postal Service the
necessary flexibility to determine the optimal rates to set after taking into account the
actual status later in the year of the circumstances involving E-format items, which are
still-evolving.
The rates and certain supporting documents are being filed separately under seal
with the Commission. The Postal Service’s Application for Non-public Treatment of
those materials is included with this Notice as Attachment 1. A redacted copy of
Governors’ Decision No. 19-2, which established the new rates that are the subject of
this filing, is included as Attachment 2. A certification pursuant to 39 C.F.R. §
3015.5(c)(2) is included as Attachment 3. Redacted versions of the supporting financial
documentation establishing cost coverage also accompany this filing; unredacted
copies are being filed under seal. Voluminous secondary non-public data are filed in
Library References, as separately noticed.
I.

Overview of the Rates
A.

Circumstances Leading to the Establishment of New Rates.
1.

UPU Terminal Dues.

The current rates for E-format small packets and bulky letters were set through
the Universal Postal Union (UPU). In particular, the Universal Postal Convention
(Convention) provides the rates for “terminal dues” for the remuneration between UPU
member countries’ designated postal operators for the delivery of inbound letter post,
including E-format items. 3 The Convention is generally adopted for a four-year cycle;
the 2016 UPU Istanbul Congress adopted the current Convention, which entered into
3

Convention Articles 28-31.
2

force in 2018 and which provides the specific terminal dues rates for 2018 through
2021. These terminal dues vary for each country group (or combinations thereof) and
by format, i.e., format “P” for letter shaped documents, format “G” for flat shaped
documents, and format “E” for bulky letters containing documents and small packets
containing goods (with or without documents). Those rates generally rise each calendar
year from 2018 to 2021. When the next ordinary UPU Congress meets in Abidjan in
2020, it is expected to adopt the next iteration of the Convention that will enter into force
in 2022.
2.

Presidential Memorandum.

On August 23, 2018, President Donald J. Trump issued a Presidential
Memorandum that expressed concerns over the present UPU terminal dues and set
forth necessary reforms to those terminal dues if the United States were to remain in the
UPU. 4 As outlined in the Memorandum, low terminal dues rates set in the Convention
for the delivery of foreign-origin inbound small packets containing goods compared to
higher postage rates for equivalent U.S. domestic postal products have resulted in an
economic distortion, because foreign merchants receive the benefit of lower distribution
costs within the United States for imported goods as compared to vendors of
domestically marketed substitutes.
To address the economic distortion, the Memorandum established U.S. policies
including: (1) support for a system of unrestricted and undistorted competition between
United States and foreign merchants; (2) maintenance of rates for the delivery of
foreign-origin mail containing goods that reflect no favorable treatment of foreign mailers
over domestic mailers; (3) establishment of rates charged for delivery of foreign-origin
4

Presidential Memorandum, August 23, 2018.
3

mail that reflect no favorable treatment of postal operators over non-postal operators;
and (4) establishment and maintenance of policies that ensure the collection of customs
advance electronic data (AED). The Presidential Memorandum sought reforms in the
UPU targeted to achieve these policies, to include: (1) development of a system of fair
and nondiscriminatory rates for goods that promotes unrestricted and undistorted
competition; (2) establishment of terminal dues rates that provide reimbursement of
Postal Service costs to the same extent as domestic rates for comparable services; and
(3) establishment of terminal dues rates applicable to inbound foreign small packages
containing goods that avoid favorable treatment of foreign mailers over domestic
mailers, or of postal operators over private-sector entities providing transportation
services.
3.

United States Notice to Withdraw from the UPU and UPU
Negotiations.

The UPU convened an Extraordinary Congress in September 2018. 5 Thereafter,
and in accord with processes set forth in the Presidential Memorandum, the Secretary
of State reported to the President that the UPU had not made sufficient progress at that
Extraordinary Congress towards achievement of the UPU reforms that the Presidential
Memorandum sought. As a result of the report, the President concurred with the
Secretary of State’s recommendation that self-declared rates for inbound E-format items
should be adopted as soon as practical (and, in any event, by 2020), and the Secretary
of State gave notice to the UPU on October 17, 2018, that the United States would

5

The UPU had planned this Extraordinary Congress prior to the issuance of the Presidential
Memorandum.
4

withdraw as a member country of the UPU, and that such withdrawal would take effect
one year later under the procedures of the UPU Constitution. 6
Since the notice to withdraw was given to the UPU, the United States has
continued to negotiate with other UPU member countries to try to reach a mutually
acceptable solution to satisfy the aims of the Presidential Memorandum. If a solution
can be reached before the withdrawal takes effect on October 17, 2019, the
Administration has noted that it is “prepared to rescind the notice of withdrawal and
remain in the UPU.”7 A number of rate solutions are currently being considered by the
member nations of the UPU and the negotiations are continuing, but the outcome of
those negotiations remains uncertain.
A self-declared rate proposal by the Postal Service that accommodates the
current negotiations and that provides the State Department with maximum negotiating
flexibility to achieve the President’s stated goal to remain within the UPU following
elimination of the economic distortion caused by the current terminal dues system is in
the best interests of the United States and the Postal Service. The Postal Service
anticipates that it will be able to institute its rates for E-format items whether the U.S. is
in or out of the UPU. However, because the Postal Service does not yet know which
scenario will prevail in the UPU negotiations, and to preserve its flexibility, it has
established a range of acceptable rates within which rates can eventually be selected
as circumstances evolve.

6 Pursuant to the UPU Constitution, the notice was styled as a notice of denunciation of the UPU
Constitution, which results in withdrawal from the UPU one year later. UPU Constitution Art. 12.
7 Statement from the Press Secretary (October 17, 2018), available at
https://www.whitehouse.gov/briefings-statements/statement-press-secretary-38/.
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4.

Transfer of Inbound E-format Letter Post to Competitive List.

As noted above, the Commission has conditionally approved the transfer of
Inbound E-format items from the market dominant product list to the competitive product
list. Inbound Letter Post letters, flats, small packets, and bulky letters are currently
classified as market dominant products, and are thus subject to the price cap.
However, as the Commission found, E-format items are properly considered competitive
given the numerous substitutes that exist for the transmission of such items into the
United States. 8
The transfer of E-format items to the competitive products list will also facilitate
the Postal Service’s ability to address the concerns raised in the Presidential
Memorandum in a manner that does not harm the Postal Service’s financial condition,
because it will ensure that the market dominant price cap does not apply to the
introduction of new, higher rates for E-format items, given that an increase in inbound
letter post prices would ordinarily have to be offset by other products due to the
operation of the price cap. The transfer that the Commission has conditionally
approved in January has the effect of addressing this situation by removing inbound Eformat items from the operation of the price cap.
B.

The Competitive Rates Established by the Postal Service Governors.
1.

Line of Best Fit with a Per Item and Per Kilogram Rate.

The proposed rates for E-format items constitute a “line of best fit” using a per
item rate and per kilogram rate that are based on the most equivalent domestic
products. As discussed below, a single line is needed given the manner in which
8

Order No. 4980.
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international mail is exchanged with foreign postal operators: specifically, the fact that
multiple pieces of inbound letter post mail can be inserted into a single receptacle, and
each item is not separately weighed and rated as it enters the international gateway. As
also discussed further below, while there is no domestic product that is an exact
equivalent to E-format items, First-Class Package Service (FCPS) is the appropriate
domestic equivalent product for setting E-format item rates because it most closely
corresponds to E-format items containing goods in terms of its product features and
service standards. Priority Mail (PM) is also used at the higher weight increments
because FCPS is not available at higher weight increments (FCPS-Retail is not
available over 13 ounces), whereas E-format items are available up to 4.4 pounds,
though there are significant differences between PM and Inbound Letter Post.
A single line with a per item and per kilogram rate structure is needed for a
settlement process based on averages and the use of sampling, and is distinct from the
per piece, zoned rate design used for FCPS and PM. This approach is used for several
reasons. First, it is a commonly adopted approach for ratesetting among postal
operators and thus enhances prospects of preserving predictability and stability of
international mail service through the United States remaining in the UPU (the
President’s stated goal), so long as the economic distortions perpetuated by the
terminal dues system are eliminated. Second, the alternative of separately weighing
and rating each inbound international mailpiece, which would be necessary to have per
piece rates, is not currently compatible with exchanges with foreign postal operators,
and would not be possible without the Postal Service and other postal operators
expending considerable resources, time, and effort. Third, it is impracticable to devise

7

alternative payment methods among postal operators as they do not all operate on the
same postage indicia platform.
Use of a combined piece and kilogram rate thus promotes administrative
simplicity and keeps costs manageable, and will thus enhance the prospects of
maintaining stable international mail exchanges with foreign postal operators regardless
of whether the United States remains in the UPU or exits the UPU. It will facilitate the
continued ability of foreign postal operators to continue exchanging mail with the United
States. This is consistent with United States policy, as expressed in Section 407(a)(1),
to “promote and encourage communications between peoples by efficient operation of
international postal services and other international delivery services for cultural, social,
and economic purposes.”
2.

Range of Rates.

As explained above, the outcome of the UPU negotiations could impact the
appropriate business decisions that the Postal Service should make regarding selfdeclared rates. For these reasons, the interests of the United States and the Postal
Service are best served by maintaining maximum flexibility concerning the ultimate
rates that the Postal Service declares, consistent with the legal requirements outlined
below as well as the United States’ negotiating position. Therefore, to facilitate a variety
of potential outcomes based on the success of U.S. Government negotiations in the
UPU, and to preserve the Postal Service’s business flexibility, the Governors have
established a range of rates, based on identification of a minimum and maximum per
piece rate and corresponding minimum and maximum per kilogram rate. At a
subsequent time, the Postal Service would set the actual self-declared rates within the
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established per piece and per kilogram ranges, after the Postal Service is able to
determine the optimal rates based on developments at the UPU. The Postal Service
proposes to provide notice of these specific per piece and per kilogram rates within the
range at a later point through a notification filing, where the effective date of the new
rates will also be provided.
The maximum rate is determined by reference to the retail rates for FCPS-Retail
at lower weights and for PM-Retail at heavier weights at which FCPS-Retail is not
available domestically. The minimum rate in the range generally corresponds to the
Postal Service’s commercial rates for FCPS and PM (taking into account both published
and negotiated service agreement (NSA) rates paid by commercial mailers for those
products). As discussed below, both the top and the bottom of the range are consistent
with all legal requirements, as well as the policies set forth in the Presidential
Memorandum. 9 The range of rates, using a best fit line with per item and per kilogram
rates, also fully accommodates the current negotiating position of the United States,
which the Administration has acknowledged fully addresses the concerns expressed in
the Presidential Memorandum. 10
The Postal Service and Commission have used rate ranges in other
circumstances. 11 In the context of international inbound expedited service (known as
“EMS”), in recent years the Postal Service has set a self-declared default rate and
included a lower range as part of its filing to the Commission to allow for negotiation of

9

See Section II.D, infra.
Moreover, although the outcome of the UPU negotiations will not be known until later in the year, the
proposed range of rates would likely provide sufficient latitude to fully accommodate the competing
interests currently at issue in the negotiations.
11 For example, rate ranges have also been established for competitive P.O. Box Service, with respect to
which we provide subsequent notice of the specific prices. See MCS § 2640; see also MCS §§ 1505.21,
1505.22, 2610, 2635.
10
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reciprocal discounts with major trading partners or to negotiate incentives for the
transmission of AED. 12 Similarly, the Postal Service has long employed rate “ranges”
when establishing the rates for “nonpublished” rate agreements, which are customized
agreements with customers that do not require advance review by the Commission. 13
The Postal Service would use this approach periodically to update the E-format rates
based on the most recent available data. 14
3.

Group IV Rates.

Under the proposed new prices, inbound E-format items would be subject to
higher rates than are charged today for terminal dues under the Convention, with one
exception. Specifically, in order to afford flexibility at this stage in the UPU negotiations
consistent with the current negotiating position of the United States, the Postal Service
presently proposes that a small proportion of E-format item volume dispatched by some
of the world’s least developed countries that send letter post below certain annual
tonnage thresholds (known as “Group IV” countries) 15 would be subject to generally
lower terminal dues rates established in the Convention.
Given the very small volumes involved, as well as the nature of that volume,
excluding E-format items from Group IV countries does not impact the ability of these
self-declared rates to correct the economic distortion caused by the current terminal
dues system regarding the shipment of goods by foreign manufacturers. That said, the

12

See, e.g., Docket No. CP2018-287.
See, e.g., Docket No. CP2018-260.
14 For countries in UPU Groups 1 through III with volumes below certain thresholds, the UPU converts the
letter post format rate components into an undifferentiated flat rate per kilogram based upon a worldwide
average composition of one kilogram of letter post mail. See Convention Art. 29.16, -.17. Within the
UPU, the Postal Service would continue to apply a rate per kilogram, though would substitute the new Eformat rate into the calculation. This rate per kilogram would consist of the P/G-format rates provided in
Convention Articles 29.8 and 29.12 and the new Postal Service E-format rates.
15 See UPU Istanbul Congress Resolution C 7/2016, Annex 2.
13
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Postal Service is cognizant of the need to ensure that E-format volume is not remailed
through these countries in order to avoid the higher self-declared rates. In addition, and
particularly if the U.S. exits the UPU, the Postal Service may reassess whether to
perpetuate the exceptional treatment for the Group IV countries. For present purposes,
the rate schedule includes rates for Group IV countries below a specified threshold and
the workpapers supporting this filing assume that Group IV countries below a specified
threshold will be extended different rates, but the rate schedule allows for the alternative
scenario where no Group IV rates are extended if no longer applicable. 16 Group IV
rates for E-format items would be supplemented by internal air conveyance dues, 17
which generally are a small portion of the total revenue received from Group IV
countries for letter post. As the volume of E-format items originating in Group IV
countries is extremely low, the impact on cost coverage of extending Group IV rates
exceptional treatment is minimal.
4.

Registered Mail Service Rates.

The Commission favorably reviewed the transfer of registered mail revenue when
associated with E-format item host pieces. Accordingly, this notice incorporates rates
for this service. A portion of this revenue stream known as the supplemental
remuneration program (SRP) is dependent on participation in the UPU, so the rate
schedule accounts for this contingency by applying the SRP charge “if applicable.”

16

Those rates would apply only if the United States remains in the UPU, and they are based on
applicable UPU terminal dues rates. However, even if the United States does remain in the UPU, the
Postal Service could decide at a later date to adjust its rates for such countries to a higher level,
depending on the outcome of the ongoing UPU negotiations; if that were to occur, the Postal Service
would file notice of such higher rates.
17 See Convention Article 33; UPU International Bureau Circular No. 69 (April 22, 2019); see also Inbd
Pckts–Adj for Group IV.xlsx, Tab 01 Narrative, Overview (even without factoring in air conveyance
revenues, cost coverage is adequate).
11

II.

Legal and Policy Compliance
A.

Statutory Requirements.

The new rates, at both the top and bottom of the range, would conform to the
statutory requirements for competitive products under 39 U.S.C. § 3633. The
supporting documentation demonstrates that the new rates cover their attributable
costs, avoid cross-subsidization of competitive products by market dominant products,
and do not impede competitive products’ collective ability to cover their “appropriate
share” of institutional costs. Indeed, the cost coverages for E-format items, including at
the bottom of the range, would be well above the cost coverages for FCPS and PM,
which are the comparable domestic products. 18 The new rates would therefore not
impede the ability of competitive products as a whole to cover their share of institutional
costs, as determined by recently adopted Commission criteria.
B.

Rates Not of General Applicability.

In its Order granting conditional approval of the transfer, the Commission
recommended “that the Postal Service explain whether it plans to offer the proposed
product to non-designated postal operators in addition to designated postal operators
when it files proposed prices, as the Commission intends to consider this issue when it
reviews proposed prices for the Inbound Letter Post Small Packet and Bulky Letter
product.” 19 The Commission also discussed this issue in its recent Annual Compliance

18 As explained above, generally lower rates for certain least developed countries below prescribed
thresholds would bring down the product’s cost coverage only by small margins, because of the small
proportion of volume dispatched by these countries.
19 Order No. 4980 at 20 n.29.
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Determination. 20The new rates are non-published rates “not of general applicability” that
are offered to foreign postal operators. Specifically, the scope of the new rates is
limited to E-format items tendered by foreign postal operators, consistent with Mail
Classification Schedule (MCS) text that was created in connection with Governors’
Resolution No. 18-9 and then conditionally approved by the Commission, which states,
“Foreign postal operators pay the Postal Service for the delivery of inbound letter post
mail at prices known as terminal dues, as determined by applicable self-declared rates
or international agreement.” 21 The statutes and regulations applicable to competitive
rates, 39 U.S.C. § 3633 and 39 C.F.R. part 3015, include no restrictions on the Postal
Service’s classification of a competitive product rate as either of general applicability or
not of general applicability that would render this classification inappropriate. Indeed,
the proposed classification of the new rates as non-published rates not of general
applicability is consistent with the classification of the other two principal competitive
inbound international flows (Inbound EMS and Inbound Parcel Post), which are also
classified as rates not of general applicability because they are limited to postal
operators.
There are several reasons that justify limiting these rates only to postal operators
and not other types of carriers, based on the fundamental differences between postal
operators and private carriers:
•

The E-format rates are designed for volume that concentrates at a handful of
select international gateways which are designed to facilitate international mail
exchange with foreign postal operators that, as noted above, do not employ

20
21

FY2018 Annual Compliance Determination at 85.
See Order No. 4980 at 30 (specifying the accepted changes to MCS § 2340).
13

domestic postage payment techniques, thereby necessitating a per item and per
kilogram methodology.
•

The rates are designed for the profile that foreign postal operators dispatch to the
United States, which include averages based on a line of best fit in lieu of zoned
rates; moreover, the foreign postal operators are believed to dispatch all of their
E-format volume destined for the United States to the Postal Service, and
controls against cream-skimming abuses by private operators that have different
profiles and that do not dispatch all of their E-format volume destined for the
United States to the Postal Service would be difficult to manage.

•

Foreign postal operators rely on a degree of simplicity that is driven by more
limited capabilities and the need for uniformity to ensure that universal service
can be provided throughout the world (consistent with Section 407(a)(1)), but
these capability limitations do not generally serve as practical barriers for private
carriers.
In sum, because of the risk of cream-skimming and operational concerns, the

rates in this docket are rates not of general applicability, in conformance with MCS
section 2340.6. This does not mean, however, that foreign postal operators would
receive an unfair or unreasonable preference over other carriers. Foreign shippers that
are not designated operators and that would like to dispatch items to the United States
using a non-tracked, uninsured inbound packet service can be offered such a service
through NSAs. The Postal Service will accordingly entertain such requests for NSAs
from foreign shippers that could also receive the same price if they have comparable
characteristics as compared to the E-format postal items tendered by foreign postal

14

operators. If they do not, the Postal Service would be willing to negotiate a price for
non-tracked, uninsured service based on each prospective customer’s characteristics.
C.

Private Express Statutes.

As explained in the Postal Service’s transfer petition, most inbound E-format
items are likely already outside the scope of the Private Express Statutes (PES) 22 due
to various statutory or regulatory definitions, exceptions, or suspensions that allow letter
content to be carried outside the scope of the monopoly. 23 Of relevance to inbound
letter post, PES exceptions include those for letters that relate to goods contained within
packages (such as invoices), and PES suspensions include those for certain advertising
accompanying packages. 24 The Commission has previously approved transfers of such
products to the competitive list on that basis. 25 Hence, the Commission has
appropriately recognized that the theoretical possibility that some letter content within
the scope of the monopoly might be within such a product should not be a bar to the
competitive classification of a product.
Moreover, and to the extent it is even relevant to this docket, though it is possible
that some E-format items may have letter content outside those exceptions or
suspensions, such items may nonetheless be considered outside the scope of the
monopoly if they weigh at least 12.5 ounces, or if the price charged for their carriage is
at least six times the basic rate of postage (i.e., at least 6 x $0.55 = $3.30). 26 The

22

18 U.S.C. §§ 1693-1699; 39 U.S.C. §§ 601-606.
See United States Postal Service Request to Transfer Inbound Letter Post Small Packets and Bulky
Letters, and Inbound Registered Service Associated with Such Items, to the Competitive Product List,
Docket No. MC2019- 17 (November 16, 2018) (USPS Request to Transfer) at 10.
24 See 39 CFR § 310.3(a); 39 CFR § 320.7.
25 See Order No. 4009, Order Conditionally Approving Transfer, Docket No. MC2015-7, July 20, 2017, at
34-35; Order No. 1411, Order Conditionally Granting Request to Transfer Parcel Post to the Competitive
Product List, Docket No. MC2012-13, July 19, 2012, at 7.
26 39 U.S.C. § 601(b)(1)-(2).
23
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proposed maximum rates for E-format items exceed the price test even at the lowest
rate increment and thus are within a range that may be lawfully charged by competitors;
the minimum rates would satisfy the test at the average weight per piece. This is
consistent with the Postal Service’s transfer petition, where it stated that “in order to
achieve the policy objectives set for the Executive Branch as expressed in the
Presidential Memorandum described above, the Postal Service is likely to propose rates
for Inbound Letter Post for consideration by the Governors that reflect consideration of
the price test in 39 U.S.C. § 601(b)(1), so that the minimum price at an average weight
per piece could be at least six times the basic rate of postage.”27 Given the unique
attributes of how E-format items are tendered by foreign postal operators and accepted
by the Postal Service, discussed further above, it would be reasonable for the
Commission to consider the average weight per piece for purposes of the price test, to
the extent the Commission deems that test relevant to considering the minimum rates
proposed in this docket.
Even if the minimum rates were evaluated at the individual weight steps (rather
than using the average weight per piece), the E-format rates alone would satisfy the
price test at all but a few weight steps. Moreover, where they do not, they are close
enough to presume that the actual total postage paid by the foreign mailer for an
individual E-format item would exceed the price test threshold at those other steps. In
other words, the E-format rates that foreign postal operators would pay the Postal
Service for the delivery of the items within the United States (“leg 3”) would rationally
(presuming no subsidization) be passed along to the foreign mailers as part of the
postage that covers the operators’ costs. However, that foreign postage must also
27

USPS Request to Transfer at 11.
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cover the foreign postal operators’ costs for legs 1 and 2, representing the conveyance
of the same items from their foreign-origin induction points to their foreign ports of
departure (leg 1) and then on to the United States (leg 2). Accordingly, the total
postage paid for carriage of an item from its foreign mailer to its ultimate American
recipient may reasonably be expected to exceed the PES price test even if evaluated
with respect to individual weight steps. In any event, as noted, the content of most
inbound E-format items is within other exceptions to the PES, such as the exception for
documents accompanying cargo and the suspension for advertising. 28
Also, as explained above, if the United States continues to be a member of the
UPU, some least developed countries may continue to be subject to Convention-set
terminal dues rates for the small amount of volume that they dispatch to the United
States. These rates also do not independently satisfy the PES price test; however,
because these rates are a very small proportion of the total volume of inbound E-format
items, these flows in combination do not adversely affect satisfaction of the PES price
test using the average revenue received for inbound E-format items at the average
weight per piece.
D. Consistency with Administration Policy.
The Commission indicated that, as part of its assessment of these rates, it will
consider whether the rates are consistent with the policies outlined in the Presidential
Memorandum. 29 As the Administration has acknowledged, these policies are

28

See 39 CFR § 310.3(a); 39 CFR § 320.7.
Order No. 4980 at 23. The Postal Service does not concede, as a legal matter, that the scope of the
Commission’s statutory review of the new rates pursuant to 39 U.S.C. § 3633(a) encompasses policies
set forth in the Presidential Memorandum. That said, this legal issue need not be resolved, since the new
rates established in this case are certainly consistent with the policies of the Presidential Memorandum,
as discussed above.
29
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predicated on ensuring nondiscriminatory rates for small packets containing goods such
that E-format items reimburse the Postal Service to the same extent as domestic rates
for comparable services, foreign mailers are not favored over domestic mailers, and
postal operators are not favored over non-postal operators. The Commission has
similarly expressed concerns that a lack of “equivalen[ce] to domestic postage rates” for
Inbound Letter Post rates is “discriminatory.” 30 In addition to satisfying all statutory
requirements, the rates within the maximum and minimum range at issue here eliminate
any such discrimination, and hence are also consistent with the policies and reforms in
the Presidential Memorandum.
First, as demonstrated in the supporting financial documentation, the proposed
rates would fully reimburse the Postal Service for its costs, even at the low end of the
range, and indeed would clearly do so to a much greater extent than domestic rates for
comparable services.
Second, the Postal Service’s approach avoids a preference for postal operators
over private carriers. In this respect, it is important to bear in mind that the Presidential
Memorandum does not indicate that the E-format Letter Post product should be offered
to entities other than the foreign postal operators; rather, the Memorandum is clear that
its focus is to ensure that the rates avoid a preference for postal operators. As
explained above, the rates that the Postal Service has established for this product, and
as classified in the MCS, are not of general applicability, given the fundamental
differences between postal operators and private carriers that must be taken into
account. Nevertheless, the Postal Service is certainly able and willing to negotiate rates
at comparable levels for any similar services to other entities such as private import
30

FY 2018 Annual Compliance Determination at 85.
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shippers. In any event, given the relatively high level of the new prices for E-format
Letter Post even at the low end of the range, there is no basis on which to view these
rates as facially or inherently preferential towards postal operators.
Third, the Postal Service’s rates avoid a preference for foreign mailers over
domestic mailers. The rates proposed in this docket establish rate parity between Eformat items containing goods and the most equivalent domestic products, and would
therefore eliminate the economic distortion occasioned by the extension of terminal
dues rates that tend to favor foreign e-commerce vendors over domestic vendors that
are subject to domestic postage rates.
Such parity appropriately accounts for the differences between domestic and
international mail. Regarding the rate levels, the proposed rate range would not be
identical to the domestic retail and commercial rates, but the differences are justified
because of differences in cost structures and characteristics, practical concerns, and
the need for simplicity (as discussed above). The differences arise, in part, because
Inbound Letter Post rates are applied based on weight profiles and statistical sampling,
rather than on a per piece basis. The rates are justified under domestic equivalent
principles for the following reasons:
•

Inbound Letter Post is generally presented to the Postal Service in large
quantities and at a very small number of induction points and does not use the
collection portion of the retail network. It is therefore more equivalent to domestic
commercially-entered mail as opposed to retail-entered mail, but even this
comparison does not consider that tracking for inbound letter post is subject to

19

substantial fees unparalleled in the domestic rate schedule. 31 Nevertheless,
even excluding consideration of additional revenue for tracking, for the lower
weight increments under 16 ounces — which is of primary concern because of
the large proportion of inbound E-format mail volume concentrated there — the
minimum rates would be above the FCPS commercial rates, which would be
used by domestic e-commerce shippers, and also above most of the FCPS retail
rates. For the lower weight increments, FCPS is the appropriate domestic
equivalent product to small packets given service standards and product
features.
•

The improved features and service standards that apply to domestic PM would
not apply to inbound E-format items. Importantly, tracking would not necessarily
be offered to inbound E-format items absent a supplemental payment, while the
domestic counterparts (FCPS and PM) offer tracking as part of the service
offering. 32 PM also provides free insurance (up to $50 for packages generally
and $100 for packages paid through commercial payment channels) as well as
free packaging. 33 In addition, PM has a service standard beginning at 1-day
delivery, while Inbound Letter Post has a service standard that matches domestic
single-piece First-Class Mail, which is subject to a 2-day delivery minimum. 34

31

For instance, the UPU default supplementary remuneration for tracking is 0.73 SDR, or roughly $1.01
USD. Although the Postal Service has not opted into receiving this tracking surcharge, tracking
surcharges are assessed to many counterparties participating in the multilateral PRIME service
agreements. See Docket Nos. R2011-6 (Inbound Market Dominant Exprès Service Agreement 1);
R2016-6 (Inbound Market Dominant Registered Service Agreement 1); Docket No. R2017-3 (Inbound
Market Dominant PRIME Tracked Service Agreement 1).
32 MCS §§ 2110.5, 2125.5.
33 MCS § 2110.1, -.4.
34 39 C.F.R. Part 121.
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•

Particularly in light of the weight steps at which the vast majority of E-format
volume is concentrated, comparison to the rates for FCPS and PM, both at the
retail and commercial level (using both published and negotiated rates), also
demonstrates the reasonable domestic equivalence of the proposed rate range. 35
In sum, the proposal results in fair and nondiscriminatory rates for goods that

promote unrestricted and undistorted competition and that satisfy the parameters in the
list of reforms identified in the Presidential Memorandum.
III.

Application for Non-Public Treatment
The Postal Service maintains that certain portions of the Governors’ Decision,

including the new competitive rates, and supporting financial information should remain
confidential. The Postal Service provides its Application for Non-Public Treatment of
the materials filed under seal as Attachment 1.
IV.

Conclusion
For the reasons discussed above, the Postal Service has established that these

new rates for Inbound E-format Letter Post are in compliance with the requirements of
39 U.S.C. § 3633(a). Accordingly, the Postal Service submits that it has met its burden
of providing notice to the Commission of new rates for Inbound E-format Letter Post
within the scope authorized by Governors’ Decision 19-2, as required by 39 U.S.C. §
3632(b)(3), and respectfully requests favorable review of these rates.

35

See USPS-LR-CP2019-155/NP1.
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Respectfully submitted,
UNITED STATES POSTAL SERVICE
By its attorneys:
Anthony F. Alverno
Chief Counsel,
Global Business and Service Development
Jeffrey A. Rackow
Attorney
475 L'Enfant Plaza, S.W.
Washington, D.C. 20260-1101
(202) 268-6687; Fax -5418
jeffrey.a.rackow@usps.gov
May 20, 2019
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Attachment 1 to Postal Service Notice dated May 20, 2019
PRC Docket No. CP2019-155
APPLICATION OF THE UNITED STATES POSTAL SERVICE
FOR NON-PUBLIC TREATMENT OF MATERIALS
In accordance with 39 C.F.R. § 3007, the United States Postal Service (Postal
Service) hereby applies for non-public treatment of certain materials filed with the
Commission in this docket. The materials pertain to the establishment of prices not of
general applicability for Inbound Letter Post Small Packets and Bulky Letters and for
Inbound Registered Service Associated with such Items (collectively referred to herein
as “Inbound E-format Letter Post”) established in Governors’ Decision No. 19-2. The
rates and supporting documents establishing compliance with 39 U.S.C. §§ 3632-3633
and 39 C.F.R. §§ 3015.5 and 3015.7 are being filed separately under seal with the
Commission. Redacted copies of these materials are filed publicly, including redacted
versions of supporting financial documentation filed as separate Excel documents.
The Postal Service hereby furnishes the justification required for this application
by 39 C.F.R. § 3007.201(b) below.
(1) The rationale for claiming that the materials are non-public, including the
specific statutory basis for the claim, and a statement justifying application of the
provision(s);
The materials designated as non-public consist of information of a commercial
nature that under good business practice would not be publicly disclosed. In the Postal
Service’s view, this information would be exempt from mandatory disclosure pursuant to
39 U.S.C. § 410(c)(2) and 5 U.S.C. § 552(b)(3) and (4). 1 Because the portions of the

1

In appropriate circumstances, the Commission may determine the appropriate level of confidentiality to
be afforded to such information after weighing the nature and extent of the likely commercial injury to the
Postal Service against the public interest in maintaining the financial transparency of a government
establishment competing in commercial markets. 39 U.S.C. § 504(g)(3)(A). The Commission has
indicated that “likely commercial injury” should be construed broadly to encompass other types of injury,
such as harms to privacy, deliberative process, or law enforcement interests. PRC Order No. 194,
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materials that the Postal Service is filing only under seal fall within the scope of
information not required to be publicly disclosed, the Postal Service asks the
Commission to support its determination that these materials are exempt from public
disclosure and grant its application for their non-public treatment.
(2) A statement of whether the submitter, any person other than the submitter, or
both have a proprietary interest in the information contained within the nonpublic
materials, and the identification(s) specified in paragraphs (b)(2)(i) through (iii) of
this section (whichever is applicable). For purposes of this paragraph,
identification means the name, phone number, and email address of an
individual 2
In the case of rates such as those at issue here, the Postal Service believes that
foreign designated postal operators are the only third parties with a proprietary interest
in the materials. Due to language and cultural differences as well as the sensitive
nature of the Postal Service’s rate relationship with the affected foreign postal
operators, the Postal Service proposes that a designated Postal Service employee
serve as the point of contact for any notices to the relevant postal operators. The Postal
Service identifies as an appropriate contact person Peter Chandler, Executive Director,
International Postal Affairs, United States Postal Service. Mr. Chandler’s phone number
is (202) 268-5549, and his email address is peter.r.chandler@usps.gov.

Second Notice of Proposed Rulemaking to Establish a Procedure for According Appropriate
Confidentiality, Docket No. RM2008-1, Mar. 20, 2009, at 11.
2 Section 3007.201(b)(2) further states the following:
(i) If the submitter has a proprietary interest in the information contained within the materials, identification
of an individual designated by the submitter to accept actual notice of a motion related to the non-public
materials or notice of the pendency of a subpoena or order requiring production of the materials.
(ii) If any person other than the submitter has a proprietary interest in the information contained within the
materials, identification of each person who is known to have a proprietary interest in the information. If
such an identification is sensitive or impracticable, an explanation shall be provided along with the
identification of an individual designated by the submitter to provide notice to each affected person.
(iii) If both the submitter and any person other than the submitter have a proprietary interest in the
information contained within the non-public materials, identification in accordance with both paragraphs
(b)(2)(i) and (ii) of this section shall be provided. The submitter may designate the same individual to fulfill
the requirements of paragraphs (b)(2)(i) and (ii) of this section.

2
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The Postal Service provided notice to all foreign postal operators within the
Universal Postal Union (UPU) network through an International Bureau Circular (UPU IB
Circular No. 166) issued on November 19, 2018, that the Postal Service will be regularly
submitting certain business information to the Commission. The circular includes
information on how third parties may address any confidentiality concerns with the
Commission. In addition, contact information for all UPU Designated Operators is
available at the following link, which is incorporated by reference into the instant
application: http://pls.upu.int/pls/ap/addr_public.display_addr?p_language=AN. 3
(3) A description of the materials claimed to be non-public in a manner that,
without revealing the materials at issue, would allow a person to thoroughly
evaluate the basis for the claim that they are non-public;
In connection with its Notice filed in these dockets, the Postal Service included its
new rates, Governors’ Decision No. 19-2, and supporting documentation in the form of
financial work papers. These materials were filed under seal, with redacted copies filed
publicly. The Postal Service maintains that the redacted portions of the rate charts, and
related financial information should remain confidential.
The redactions applied to the rate charts and related financial work papers
protect commercially sensitive information such as rates, underlying costs and
assumptions, pricing formulas, and cost coverage projections. To the extent
practicable, the Postal Service has limited its redactions to the actual information it has
determined to be exempt from disclosure under 5 U.S.C. § 552(b).
(4) Particular identification of the nature and extent of commercial harm alleged
and the likelihood of such harm;
3 To the extent required, the Postal Service seeks a waiver from having to provide each foreign postal
operator notice of these dockets. It is impractical to communicate with dozens of operators in multiple
languages about this matter. Moreover, the volume of filings would overwhelm both the Postal Service
and the applicable foreign postal operators with boilerplate notices.

3
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If the portions of the rate charts, Governors’ Decision No. 19-2, and related
financial work papers that the Postal Service determined to be protected from disclosure
due to their commercially sensitive nature were to be disclosed publicly, the Postal
Service considers that it is quite likely that it would suffer commercial harm. Information
about pricing is commercially sensitive, and the Postal Service does not believe that it
would be disclosed under good business practices. Competitors could use the
information to assess the rates charged by the Postal Service to foreign postal
operators for any possible comparative vulnerabilities and focus sales and marketing
efforts on those areas, to the detriment of the Postal Service. The Postal Service
considers this to be a highly probable outcome that would result from public disclosure
of the redacted material.
The financial work papers include specific information such as costs, projections
of variables, and cost coverage. All of this information is highly confidential in the
business world. If this information were made public, the Postal Service’s competitors
would have the advantage of being able to assess the Postal Service costs and pricing.
Thus, competitors would be able to take advantage of the information to offer lower
pricing to customers (which can include foreign posts, which are not required to use the
Postal Service for delivery of Inbound E-format Letter Post destined to the United
States), while subsidizing any losses with profits from other customers. Eventually, this
could freeze the Postal Service out of the relevant inbound delivery services market.
Additionally, foreign postal operators or other potential customers could use costing
information to their advantage in negotiating the terms of their own agreements with the
Postal Service. Given that these spreadsheets are filed in their native format, the Postal

4
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Service’s assessment is that the likelihood that the information would be used in this
way is great.
Potential customers (which can include foreign posts) could also deduce from the
rates provided in the work papers whether additional margin for net profit exists. From
this information, each foreign postal operator or customer could attempt to negotiate
ever-decreasing prices, such that the Postal Service’s ability to negotiate competitive
yet financially sound rates would be compromised.
Volume and price information included in the financial spreadsheets also consist
of sensitive commercial information of foreign postal operators. Disclosure of such
information could be used by competitors of a postal operator to assess the operators’
underlying market size and its costs, and thereby develop a benchmark for the
development of a competitive alternative.
(5) At least one specific hypothetical, illustrative example of each alleged harm;
Harm: Public disclosure of information in the rate charts, Governors’ Decision No. 19-2,
or financial work papers would be used by competitors and customers to the
detriment of the Postal Service.
Hypothetical: A competing package delivery service obtains a copy of the unredacted
version of the rate charts, formulas, and financial work papers from the Postal
Regulatory Commission’s website. It analyzes the data to determine what the Postal
Service would have to charge its customers (which may include foreign posts) in order
for the Postal Service to meet its minimum statutory obligations for cost coverage and
contribution to institutional costs. The competing package delivery service then sets its
own rates for products similar to what the Postal Service offers other posts under that
threshold and markets its ability to guarantee to beat the Postal Service on price for

5
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Inbound E-format Letter Post Inbound E-format Letter Post. By sustaining this belowmarket strategy for a relatively short period of time, the competitor, or all of the Postal
Service’s competitors acting in a likewise fashion, would freeze the Postal Service out of
the Inbound E-format Letter Post market.

Harm: Foreign postal operators could use the information in the financials to undermine
the Postal Service’s position in negotiations concerning bilateral remuneration.
Hypothetical: The disaggregated revenue, volume, and weights are disclosed to the
public. Foreign postal operators obtain the information and use it to their advantage in
negotiating bilateral remuneration with the Postal Service, including in an effort to lower
the rates charged for delivery of Inbound E-format Letter Post in the United States.

Harm: Public disclosure of information regarding the competitive domestic and
international products would be used by competitors and customers to the
detriment of the Postal Service.
Hypothetical: A competing package delivery service obtains a copy of the unredacted
version exposing rates, revenues, volumes, weights from the Postal Regulatory
Commission’s website. It analyzes the data to determine what products and rates to
offer in the competitive domestic and international markets in competition with the
Postal Service, using data that would not ordinarily be available to competitors.
Customers and potential customers could also use the data to negotiate better terms for
themselves in contracts with the Postal Service or its competitors. Moreover, because
the minimum E-format rates in the range that the Postal Service has established are
premised on the Postal Service’s domestic commercial rates, taking into account
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negotiated service agreement (NSA) rates, disclosure of the new E-format rates would
also cause such commercial and competitive harm to the Postal Service with respect to
its domestic products and NSAs.

Harm: Public disclosure of information in the rate charts or financial work papers would
be used by a foreign postal operator’s competitors to its detriment.
Hypothetical: A competing international delivery service obtains a copy of the
unredacted version of the financial work papers from the Postal Regulatory
Commission’s website. The competitor analyzes the work papers to assess a foreign
postal operator’s underlying costs and volumes for the corresponding products. The
competitor uses that information to assess the market potential and negotiate with U.S.
customs brokers and freight companies to develop lower-cost alternatives.

(6) The extent of protection from public disclosure deemed to be necessary;
The Postal Service maintains that the redacted portions of the materials filed
non-publicly should be withheld from persons involved in competitive decision-making in
the relevant market for Inbound E-format Letter Post delivery (including both private
sector integrators and foreign postal operators), as well as their consultants and
attorneys. Additionally, the Postal Service believes that foreign postal operators, as well
as actual or potential customers of a postal operator for this or similar products should
not be provided access to the non-public financial work papers.
(7) The length of time deemed necessary for the non-public materials to be
protected from public disclosure with justification thereof; and
The Commission’s regulations provide that non-public materials shall lose nonpublic status ten years after the date of filing with the Commission, unless otherwise
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provided by the Commission. 39 C.F.R. § 3007.401(a). However, because the Postal
Service’s relationships with customers often continue beyond ten years or decades, the
Postal Service intends to oppose requests for disclosure of these materials pursuant to
39 C.F.R. § 3007.401(b-c).
(8) Any other factors or reasons relevant to support the application.
Rates for the delivery of competitive inbound packages are not available publicly.
Rather, they are considered by postal operators to be commercially sensitive.
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RESTRICTED AND SENSITIVE BUSINESS INFORMATION - DO NOT DISCLOSE

DECISION OF THE GOVERNORS OF THE UNITED STATES POSTAL SERVICE ON RATES
FOR INBOUND LETTER POST SMALL PACKETS AND BULKY LETTERS, AND FOR INBOUND
REGISTERED SERVICE ASSOCIATED WITH SUCH ITEMS
(GOVERNORS' DECISION No. 19-2)

May 9, 2019
STATEMENT OF EXPLANATION AND JUSTIFICATION

Pursuant to our authority under section 3632 of title 39, we establish new rates not of
general applicability in Mail Classification Schedule (MCS) section 2340.6 for Inbound
Letter Post small packets and bulky letters, and in MCS section 2615.2.2 for Inbound
Competitive International Registered Mail service associated with Inbound Letter Post
small packets and bulky letters.

This Decision establishes rates not of general

applicability for such products for which there is no contractual relationship governing the
price.
Through Governors' Resolution No. 18-9 that we adopted on November 13, 2018, we
resolved that the Postal Service should request that the Postal Regulatory Commission
(Commission) transfer Inbound Letter Post small packets and bulky letters, and inbound
registered service associated with such items, from the market dominant product list to
the competitive product list. On November 16, 2018, the Postal Service filed such a
request with the Commission .
In Order No. 4980 that the Commission issued on January 9, 2019, the Commission
acted upon that request for transfer of Inbound Letter Post small packets and bulky
letters, and inbound registered service associated with such items, from the market
dominant product list to the competitive product list, subject to favorable review and
implementation of new prices for these transferred products.
In this Decision, we establish rates not of general applicability for these products as set
forth in the Attachment A to this Decision.
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RESTRICTED AND SENSITIVE BUSINESS INFORMATION-DO NOT DISCLOSE

Governors' Decision No. 19-2

Page 2

For Inbound Letter Post small packets and bulky letters other than those dispatched
from Universal Postal Union (UPU) Group IV countries below certain tonnage thresholds
for which prices are established by reference to the Universal Postal Convention and
UPU Congress Resolution(s), if applicable, the prices that we establish through this
Decision shall be within the maximum and minimum range of rates as shown in
Attachment A.

Management is directed to file with the Commission , as needed,

appropriate notice of the specific prices for such products no higher or lower than the
maximum and minimum of this range, respectively, and appropriate notice of the specific
effective date of the prices after that date is determined by the Governors.
We conclude that these new maximum and minimum prices for Inbound Letter Post
small packets and bulky letters, and inbound registered service associated with such
items, should satisfy the requirements of 39 U.S.C. §§ 3632-3633 and 39 C.F.R. §§
3015.5 and 3015.7.

Pursuant to this Decision , management may file the rates in

Attachment A for Inbound Letter Post small packets and bulky letters, and inbound
registered service associated with such items, with the Commission as soon as
practicable.
ORDER

In accordance with this Decision of the Governors, the range of prices for Inbound Letter
Post small packets and bulky letters, and for inbound registered service associated with
such items, as specified in Attachment A hereto, are hereby approved. Management is
further authorized to give notice to the Commission of the specific per piece and per
kilogram rate within the specified range.

The implementation of the new rates

established pursuant to this Decision will take effect concurrently with the transfer of
Inbound Letter Post small packets and bulky letters, and inbound registered service
associated with such items, to the competitive product list.
By The Governors:

;£~/?f~

Robert M. Duncan
Chairman , Board of Governors
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Attachment A
Inbound Letter Post Small Packets and Bulky Letters
Rates Not of General Applicability for Mail Classification Schedule § 2340.6
Per Piece in SOR

Per Kilogram in SOR

Inbound Letter Post Small Packets
and Bulky Letters
Maximum Rate
Inbound Letter Post Small Packets
and Bulky Letters
Minimum Rate
Inbound Letter Post Small Packets
and Bulky Letters Dispatched by
Group IV Countries Below Tonnage
Thresholds {plus internal air
conveyance)1/

{Not Applicable)

....
..
1/ Ehg1b1hty determined by reference to prov1s1ons in Universal Postal Convention and Universal Postal
Union (UPU) Congress Resolution(s) , if applicable.

Inbound Competitive International Registered Mail Service Associated with
Inbound Letter Post Small Packets and Bulky Letters
Rates Not of General Applicability for Mail Classification Schedule § 2615.2.2
Per Piece in SOR
Inbound Registered Service for Small Packets and
Bulky Letters (plus UPU Supplementary
Remuneration Program (SRP) rate, if applicable)
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UNITED STATES POSTAL SERVICE
OFFICE OF THE BOARD OF GOVERNORS
CERTIFICATION OF GOVERNORS' VOTE ON
GOVERNORS' DECISION NO. 19-2

Consistent with 39 U.S.C. § 3632(a) , I hereby certify that, on May 9, 2019, the Governors voted
on adopting Governors' Decision No. 19-2, and that a majority of the Governors then holding
office voted in favor of that Decision .

Michael . Elsto
Acting Secretary of the Board of Governors
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Certification of Prices for Inbound Letter Post Small Packets and Bulky Letters,
and for Inbound Registered Service Associated with such Items
I, Nan K. McKenzie, Manager of Pricing Innovation , United States Postal Service,
am familiar with the prices for Inbound Letter Post Small Packets and Bulky Letters
(Inbound E-format Letter Post) , and for Inbound Registered Service Associated with
such Items. The prices were established by the Decision of the Governors of the United
States Postal Service on Rates for Inbound Letter Post Small Packets and Bulky Letters ,
and for Inbound Registered Service Associated with such Items, issued May 9, 2019
(Governors' Decision No. 19-2).
I hereby certify that the numerical cost values underlying the prices for Inbound
Letter Post Small Packets and Bulky Letters (Inbound E-format Letter Post), and for
Inbound Reg istered Service Associated with such Items, are the appropriate costs to
use in the fo rmulas and represent the best available information. The prices
demonstrate that Inbound Letter Post Small Packets and Bulky Letters (Inbound Eformat Letter Post) , and Inbound Registered Service Associated with such Items, should
cover their attributable costs and preclude the subsidization of competitive products by
market-dominant products . International competitive mail accounts for a relatively small
percentage of the total contribution by all competitive products. Contribution from
Inbound Letter Post Small Packets and Bulky Letters (Inbound E-format Letter Post),
and from Inbound Registered Service Associated with such Items, should be even
smaller. Inbound Letter Post Small Packets and Bulky Letters (Inbound E-format Letter
Post) , and Inbound Registered Service Associated with such Items, should not impair
the ability of competitive products on the whole to cover an appropriate share of
institutional costs.

Nan K.

Digi tally signed by Nan K. McKenzie
DN: Ol=Na n K. McKenzie. o,
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