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The Postal Regulatory Commission (Commission) approved the inbound market 

dominant portions of the negotiated service agreement that is the subject of the above-

captioned docket, a bilateral agreement between the United States Postal Service 

(Postal Service) and Canada Post Corporation (the “Agreement” or the “Canada Post 

2018 Agreement”), on December 4, 2017.1  The Postal Service and Canada Post 

Corporation (“Canada Post” or “CPC”) have now signed a “Modification Two” to this 

Agreement to add bilateral rates for certain market dominant inbound and outbound 

letter post mail streams.  The Agreement, as the Commission previously approved it, is 

scheduled to expire on December 31, 2019.  Modification Two is intended to take effect 

after the fulfillment of certain conditions precedent specified in the Modification Two, 

                                            
1 See PRC Order No. 4263, Order Approving Inbound Market Dominant Multi-Service Agreement with 
Foreign Postal Operators 1 Negotiated Service Agreement (with Canada Post Corporation), Docket No. 
R2018-2, December 4, 2017 (as modified by Modification One). 
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which may occur (if at all) one year after October 17, 2018.2  If Modification Two takes 

effect, then the rates established by Modification Two would expire at the same time as 

the other rates established by the Agreement on December 31, 2019. 

 Through this Notice, the Postal Service provides notice of rates in accordance 

with 39 C.F.R. § 3010.40 et seq.3  A redacted copy of Modification Two accompanies 

this Notice as Attachment 1.  An unredacted copy of Modification Two is being filed 

separately with the Commission under seal.  In addition, redacted versions of the 

supporting financial workpapers are included with this filing as three separate Excel 

files, and unredacted versions of those supporting financial workpapers are being filed 

under seal.  The Postal Service maintains that the redacted portions of Modification 

Two, and the redacted portions of the financial workpapers, should remain confidential.  

The Postal Service incorporates by reference its Application for non-public treatment 

filed with its initial Notice in the above-captioned docket.4   

 Modification Two would establish by bilateral contract certain rates for only a 

limited period of time of less than three months, from its effective date in mid-October 

2019 until December 31, 2019.  In particular, it would establish rates for certain specified 

market dominant mail streams, including inbound letters, flats, and untracked packets.5  

In the original Agreement (in the Agreement’s own Attachment 1, at page 3), the parties 

                                            
2 October 17, 2018, was the date on which the United States of America gave notice to the Universal 
Postal Union that it would withdraw as a member country of the UPU one year later, unless it first revoked 
its notice. 
3 Public notice of these rates is being given through this Notice.  Ms. Rachel E. Clausen, International 
Contract Sales Analyst, Global Business, United States Postal Service, will be available to provide prompt 
responses to requests for clarification from the Commission. 
4 See Notice of United States Postal Service of Type 2 Rate Adjustment, and Notice of Filing Functionally 
Equivalent Agreement, at Attachment 1 (Application of the United States Postal Service for Non-Public 
Treatment of Materials), Docket No. R2018-2, November 17, 2017. 
5 Although the Commission has already conditionally transferred packets to the competitive product list 
under Commission Order No. 4980, the transfer will not take effect until the new rates for such packets 
are implemented (on a date to be determined, but not before January 1, 2020).  For purposes of this 
Modification Two which will expire December 31, 2019, the packets remain classified as market dominant. 
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expressly included these same letter post mail streams and their applicable rates for 

informational purposes.  The rates, as stated therein, were based on the base terminal 

dues rates for 2018 and 2019 established by the Universal Postal Union (UPU) through 

the Universal Postal Convention and other UPU Acts. 

On October 17, 2018, the United States of America gave notice to the UPU that it 

would withdraw as a member country of the UPU one year later, unless it first revoked 

or rescinded that notice.  In late September 2019, the UPU will convene an 

Extraordinary Congress to try to address the concerns raised by the United States and 

others.  If adequate reforms are achieved at the Extraordinary Congress, then the 

United States may revoke its notice and remain a member country of the UPU.  On the 

other hand, if adequate reforms are not achieved and the United States does not revoke 

its notice, then the withdrawal of the United States from the UPU will become effective 

one year after October 17, 2018.  If that withdrawal takes effect, then the Universal 

Postal Convention and other UPU Acts would no longer be in force with respect to the 

United States, including the terminal dues rates set under the UPU Acts. 

In the original Agreement, the Postal Service and Canada Post established rates 

for various mail streams, but relied on the terminal dues rates established by the UPU 

through the UPU Convention for the letter post mail streams whose rates are the subject 

of Modification Two.  As a result, if the United States does withdraw from the UPU in 

mid-October 2019, then the Postal Service and Canada Post will still have the 

Agreement in effect until its expiration date of December 31, 2019 for numerous mail 

streams, but they would lack governing rates for the letters, flats, and untracked packets 

for that same short period of time.   
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Accordingly, the principal purpose of Modification Two is to preserve the 

continuity of basic letter post mail exchanges between mailers in the United States and 

Canada during the remaining two-and-one-half months term of the Agreement.  The 

parties may subsequently, and separately, try to negotiate new commercial and 

operational terms for a new bilateral contract (if any) to govern the period of calendar 

year 2020.  If they were to conclude such a new contract, the Postal Service would duly 

file it with the Commission, together with any supporting financial information as 

applicable.  In the meantime, however, Modification Two is intended to fill the gap and to 

allow the parties to continue to exchange basic mail streams until the end of the term of 

the Agreement with rates that are not already set by the Agreement itself, though their 

basis upon the UPU terminal dues was expressly referenced in the original Agreement.  

The financial workpapers show the basis for the rates that Modification Two would set. 

The rates and other terms6 in the Modification Two would therefore preserve 

continuity of mail exchanges and avoid disruptions in operations for a brief period of 

less than three months.  In doing so, this would not only help to ensure service for 

customers, but would also represent an operational improvement under the present 

circumstances.  In addition, Modification Two would also thereby help preserve the 

original Agreement’s improvements to net financial and operational performance for the 

Postal Service.  Moreover, Modification Two would not result in unreasonable harm to 

the marketplace.7  As explained in the original Notice in this docket, Canada Post 

maintains a dominant position in the market for letter-post originating in its home 

                                            
6 Besides setting certain rates, Modification Two also clarifies for the parties how, as a practical matter, 
they can continue to apply the original Agreement’s performance-based adjustments to certain rates for 
2019 using available data for measurement purposes if the United States withdraws from the UPU. 
7 39 C.F.R. Part 3010, Subpart D. 
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country.  Further, Canada Post is the only entity in a position to avail itself of an 

agreement with the Postal Service of this type and scope.  In addition, the Postal 

Service and Canada Post serve as their respective countries’ designated operators for 

the exchange of mail.8 

The Commission previously determined that the Agreement satisfies relevant 

statutory and regulatory criteria, including its determination under 39 U.S.C. § 

3622(c)(10) that the Agreement (1) improves the net financial position of the Postal 

Service or enhances the performance of operational functions, (2) will not cause 

unreasonable harm to the marketplace, and (3) will be available on public and 

reasonable terms to any similarly situated mailers.  Because all of the criteria set forth in 

39 U.S.C. § 3622(c)(10) have been met and Modification Two would not alter that 

conclusion about the Agreement, the Postal Service respectfully urges the Commission 

to act promptly by allowing the Modification Two’s rates to be implemented under 39 

C.F.R. § 3010.40 for the limited period of time at issue (if at all), as requested herein.9 

                                            
8 As with the Commission’s original review of the Agreement, the Postal Service is presenting only those 

parts of the Modification Two that call for delivery of letter-post in the United States that is tendered by a 
foreign postal operator, i.e., negotiated rates for inbound market dominant products.  The rates paid by 
the Postal Service to Canada Post for outbound delivery of the Postal Service’s products in Canada are 
not presented to the Commission, because those rates represent supplier costs to the Postal Service, 
akin to an agreement to purchase trucking services from highway contractors or air transportation from air 
carriers.  As such, those rates are built into the prices that the Postal Service charges its mailing 
customers for outbound products. 
9 The Postal Service does not consider the provisions of Modification Two to detract from the conclusion 
that the Agreement remains functionally equivalent to the TNT Agreement as the Commission originally 
determined.  Although the rates established in the Modification Two were not set previously through the 
bilateral itself, these mail streams and the terminal dues applicable to them were expressly acknowledged 
in the original Agreement.  See Agreement at Attachment 1 (page 3). 
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      Respectfully submitted, 

 
       UNITED STATES POSTAL SERVICE 
       By its attorneys: 

 
       Richard T. Cooper 
 Managing Counsel, Global Business 

and Service Development Law Section 
 
       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 
August 29, 2019 
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MODIFICATION TWO TO THE 
CANADA POST CORPORATION - UNITED STATES POSTAL SERVICE 

BILATERAL AGREEMENT 

This "Modification Two·· amends the Canada Post Corporation - United States Postal 
Service Bilateral Agreernent between the United States Postal Service ("USPS"), an 
independont Hstablishment of the: Executive Branch of the Government of the Unitod 
States, havin9 its r1eadquarters in the City of \/Vashington, District of Columbia, and 
Canada Post Corporation ("Canada Post" or "CPC"), a corporation incorporated under 
the Canada Post Corporation Act, R.S.C. ·rnss. c. C-·10 as amended, and having its 
head office in the City of Ottawa in the Province of Ontario, 1Nhich was executed by both 
USPS and CPC on Novernber 17, 2017 (the "Agreement"), as modified by the 
�✓1odification One '\Nhich was executed by CPC on December ·11, 2017, and by USPS on 
Decernber ·12, 2017. USPS and CPC may be referred to herein individually as a "Party" 
and together as the "Parties." 

1. Conditions Precedent

(a) For purposes of rates established by this Modification Two, "southbound rates"
include any rates for items originating in Canada and delivered in the United
States, and "northbound rates"' include any rates for iterns originating in the
United States and delivered in Canada.

(b) At the time of si9ning this Modification Two. CPC represents and warrants that it
has obtained all necessary approvals for the rates established by this
Modification Two.

(c) This Modification Two shall not take effect until such time, if ever, that certain
conditions have all been fulfilled (collectively the ;'Conditions Precedent"). The
Parties acknowledge and understand that the Conditions Precedent include that:
(i) ·rhe United States of America has et

f

cictively withdrawn during calendar
year 2019 as a rnernber country of the Universal Postal Union (UPU); and

(ii) USPS has provided written notice to CPC that it has obtained all
necessary approvals, and/or non-objection, for tile Modification Two by all
internal and external bodies that have oversight responsibilities. Those
approvals may include but are not limited to: approvals or, if applicable,
non-objection, by USPS senior rnanagement, USPS Governors, the USPS
Board of Governors, and the U.S. Postal Regulatory Cornrnission
("Commission").

(d) In the event that the Conditions Precedent are not all fulfilled, USPS and CPC
shall have no obligations or liabilities vvith respect to the no1ihbound rates or
southbound rates established by this Modification Two, which shall include no
obligation to pay any costs associated with any action related to this Modification
Two taken by USPS or CPC prior to the fulfilment of all Conditions Precedent.
Further, in the event of the failure of the fulfillment of any Condition Precedent,
neither Party shall be ht:;.i.ld liable for any damages associated with such failure,
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3. Other Terms

(a) Except to the extent. if any, inconsistent witl1 this Modification Two, all other rates,
terms, and conditions of the Agreernent, as rnodified by Modification One, shall
remain in force.

(b) The Parties acknowledge that, under Article ·15, causes outside of their reasonable
control may include an inability reasonably to access or use UPU products, services,
intellectual or other properties, technologies, standards. data, forrns, documentation,
barcodes, international mail processing center codes, intc1faces, systems, or
netvvorks. Notwithstanding the forerJoing. each Party shall continue to cooperate
and rnake reasonable efforts to facilitate performance of the Af1reement

{c) As required by law and in other subsequent regulatoiy filings, this Modification Two 
and any supporting documentation and related data may be filed with the 
Commission in docketed proceedings (including Commission Docket Nos. R2018-2, 
CP2018-96, ACR20··19, and ACR2020). USPS shall also furnish a copy of this 
Modification Two to the U.S. Depart.n1ent of State as required by law, and USPS 
may also be required to provide copies of this Modification Two to other United 
States government entities exercising their respective oversight, law enforcement, or 
regulatory jurisdictions. Canada Post has the right, in accordance with the 
Cornmission's rules, to address its confidentiality concerns directly '\Nith the 
Commission. The procedure for making an application to the Commission for non
public treatment of rnaterials believed to be protected frorn disclosure is found at 
Title 39, U.S. Code of Federal Regulations, Part 3007, Subpart B, including Sections 
3007.20'! and 3007.204, and also on the Commission's website at 
https://1.rvvvw.prc.gov/docs/105/105579iOrder%20No. (%204679.pdt. At Canada Post's 
request, USPS will notify Canada Post of any other docket numbers of other 
Commission proceedings, if any besides those identified above, used in connection 
vvith the fi!ing of this Modification Two and related data. As this Modification Two is 
intended to be part of the Agreement, the Modification Two is subject to the 
procedure set forth in A1iicle 13 of the Agreement, and, therefore, the Parties intend 
to confer regarding the redactions to appear in place of the parts of this Modification 
Two identified as non-public before its public filing with the Comn1ission. 

(d) The Parties rnay execute this Modification Two in one or more counterparts
(including by facsimile or by electronic means such as .pdf forrnat). Both Parties do
not need to sign the sarne counterpmi. All counterpart si�Jned docurnents shall be
deemed an original and one instrument.
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