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June 19, 2018

Ms. Stacy L. Ruble
Secretary
Postal Regulatory Commission
901 New York Avenue
Washington, DC 20001

Re: Docket ACR 2017-1; Market Dominant NSA

Dear Ms. Ruble:

On behalf of Potpourri Group Inc. submitted herewith are two letters addressed to the
United States Postal Service informing the Postal Service that, effective as of June 30, 2018,
Potpourri has terminated the Negotiated Services Agreement ("NSA") between PHI
Acquisitions, Inc. and the Postal Service approved by the Commission in Dockets MC2014-21
and R-2014-6. Since this NSA was the subject of discussion in the Commission's decision in the
2017 Annual Compliance Review determination and since that docket is still open, we submit
that it is appropriate to request that this letter and the attachments be made a part of the record in
the 2017 ACR Docket.

The circumstances which have forced Potpourri Group to take this action are
summarized in the attached letter of June 4. Certainly, the prolonged absence of a Board of
Governors at LISPS has made it difficult or at the least unacceptably risky to Potpourri to
negotiate a meaningful extension of the Agreement and the short term duration proposed to
Potpourri would not serve any cognizable business or public purpose.

But, the absence of a Board of Governors is not the only obstacle that needs to be
overcome if the Postal Service is to be able to engage in innovative and creative programs such
as the now terminated NSA. Throughout the discussion of the costing of Domestic NSAs in
general and this NSA in particular (see, ACR2017-1 at 10, 76), the Commission completely
ignored the data provided by Potpourri, showing that the so-called Panzer test, simply does not
reflect the realities of Potpourri's business. Equally, the Commission's announcement that it
review NSA compliance" annually" (ACR2017 at 76) invalidated the Commission's own order
approving this NSA fora 5 year term. The signal that these determinations send to mailers is that
Commission Orders cannot be relied upon if conditions change, even when the change is not of
the mailers own making. That is exactly what happened to this NSA in 2017 as the result of
the manner in which the FSS costing and pricing issues --- entirely ignored in the discussion of
NSAs --- were treated by both agencies.

Postal Regulatory Commission
Submitted 6/19/2018 12:13:23 PM
Filing ID: 105381
Accepted 6/19/2018



VENABLE LLP
Ms. Stacy L. Ruble
June 19, 2018
Page 2

The upshot of the lack of a Board of Governors and the treatment of domestic NSAs by
the Commission is that, as of June 30, there are NO domestic NSAs in existence. The result is an
annual loss of 40 million catalogs and the resultant revenues to the Postal Service that sales
based on those catalogs would have achieved. It is difficult to understand how this outcome
comports with the statute or the public interest. We do understand, however, that the Postal
Service is considering methods of measuring the costs and benefits of NSAs through means other
than mechanical application of an obsolete test of elasticity. As stated in the June 4letter,
Potpourri Group intends to pursue a new NSA through meetings with senior management at the
appropriate time. That NSA. will of course be submitted to the Commission for its approval and
for that reason, it was felt desirable to inform the Commission of the Potpourri's termination of
the existing NSA and the reasons for that action.

Very truly yours,

-~ = z~— ~,

Ian D. Volner
Counsel to Potpourri Group, Inc.

Attachments
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June 4, 2018

Dennis R. Nicoski
United States Postal Service
475 L'Enfant Plaza, SW, Room 5657
Washington DC 20260-5657

Dear Mr. Nicoski,

This letter serves as notification we are terminating the PHI NSA immediately, Given there are no outside

members of the Board of Governors (BOG), the USPS cannot make the revisions necessary to ensure the PHI
NSA agreement serves the interests of both parties. We have no choice but to terminate at this time. Both
parties agreed a one year-reinstatement under the original term Is ineffective, PHI will need 6-9 months of
advance notice to implement the NSA's fifth and final contract year in order to increase merchandise

inventory to fulfill the additional demand generated by incremental catalog volume,

We regret the mutual consequences of this termination. Our volume will decline approximately 40 million
catalogs annually because we do not have the NSA incentive to justify mailing incremental prospects,'

resulting in loss of revenue and package volume. We believe both parties have a good understanding of the

revisions necessary, given the current USPS costs, to put the NSA in compliance with PAEA. The lack of a BOG

and other issues have made it Impossible to create a practical and effective revised agreement,

Our termination is effective immediately. We intend to pursue a new NSA when the BOG appointments are

complete. After the current Presidential Task Force has completed its study and presented its

recommendations, we request a meeting with you, the PMG, the CMO, and the VP Pricing and Costing to

discuss our NSA application, PHI and the USPS have done the necessary research and hard work to

understand how an effective NSA needs to be structured. We will apply for a new NSA at that time, hopefully

with the support of USPS senior management.

Please confirm our termination of the PHI NSA.

Respectful) ,

Greg S eeney
Presi ent &CEO
Potpourri Group

cc; Megan Brennan, Postmaster General and Chief Executive Officer

Jacequelfne Krage Strako, (A) Chief Customer and Marketing Officer and Executive Vice President

Sharon Owens, Vice President, Pricing and Costing

Angela Nienaber, Sales Performance Analyst Sr

Ian D. Volner, Partner, Venable, LLP ✓

1 01 Bi l lerica Avenue, Bldg. #2, North Bi l lerica, MA 01862 •Phone (978 256-4100 www,PotpourrlGroup,com



POTPOURRI
G R O U P I N C

J une 8, 2018

Dennis Nicoski

Acting Senior Vice President Sales and Customer Relations

475 L'Enfant Plaza SW

Room 5657

Washington, DC 20260-5657

Dear Mr. Nicoski,

Per my previous letter dated June 4th, 2018, regarding our termination of the PHI NSA agreement,

would like to clarify the effective termination date as being June 30th 2018, This will enable both parties

to complete the entire fourth year term of the PHI NSA agreement, providing a more accurate and

complete picture of this 12-month period. We plan to provide the USPS with all appropriate mail

volume reporting through this period per the contract requirements,

If there are any questions, please feel free to contact me.

Respectfully,

Greg eeney

President &CEO

Potpourri Group

CC. Angela Nienaber, Sales Performance Analyst Sr

Ian D, Volner, Partner, Venable, LLP

1 01 Bi l lerica Avenue, Bldg. #2, North Billerica, MA 01862 • Phone X978) 256-4100 www,PofpourriGroup,com


