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PR Comments on Canada Post – USPS Agreement for Inbound Competitive Services


Before the

POSTAL REGULATORY COMMISSION

WASHINGTON, DC 20268-0001

Competitive Product Prices
Docket No. MC2009-8 Bilateral

Negotiated Service Agreement

Competitive Product Prices
Docket No. CP2009-9

Canada Post—United States Postal Service

Contractual Bilateral Agreement for Inbound

Competitive Services (MC2009-8)

Negotiated Service Agreement

PUBLIC REPRESENTATIVE COMMENTS IN RESPONSE TO 
UNITED STATES POSTAL SERVICE REQUEST TO ADD CANADA POST – UNITED STATES POSTAL SERVICE CONTRACTUAL BILATERAL AGREEMENT FOR INBOUND COMPETITIVE SERVICES TO THE COMPETITIVE PRODUCT LIST, 

AND NOTICE OF FILING (UNDER SEAL) THE ENABLING GOVERNORS’ DECISION AND AGREEMENT 
 (December  3, 2008)

In response to Order No. 134,
 the Public Representative hereby comments on the November 13 Request of the United States Postal Service to Add Canada Post – United States Postal Service Contractual Bilateral Agreement for Inbound Competitive Services to the Competitive Product List (Request).  
The Request comports with title 39 stipulations and the relevant Commission Rules of Practice and Procedure.  Accordingly, the Public Representative can find no reason to disapprove this Request.  

The Public Representative has accessed and reviewed all materials the United States Postal Service submitted under seal in this matter, documentation in its original (not redacted) version.  Review included the Chairman’s Information Request No. 1, (issued November 24, 2008) and the Postal Service‘s response (under seal) received December 1.  

The Postal Service has an existing bilateral agreement with Canada Post which expires December 31, 2008. Request at 3.  The new prices and classifications modify the current agreement, extend it for 1 year, and are scheduled to take effect January 1, 2009, or “after filing with and review by the Postal Regulatory Commission, whichever is later.” Governors’ Decision at 2.  
For a competitive products pricing schedule not of general applicability,
 the Postal Service must demonstrate that the contract will comply with 39 USC 3633(a):  It will not allow market dominant products to subsidize competitive products, it will ensure that each competitive product covers its attributable costs; and enable competitive products as a whole to cover their costs (contributing a minimum of 5.5 percent to the Postal Service’s total institutional costs).  

The Request [and its accompanying documentation (under seal)] is persuasive.  Each element of 39 USC 3633(a) appears to be met by this Inbound Competitive Products contract.  
Accountability and Confidentiality 

The Postal Service Request contains a rationale for maintaining confidentiality concerning pricing, processes which enable discounted pricing, the attendant formulae and other contractual terms which are matters of commercial sensitivity.
  Here, it would appear that the Postal Service has concisely justified the extent of confidentiality appropriate in this matter, providing a brief explanation for maintaining the confidentiality of each aspect of the matters remaining under seal.  

Provisions of the Contract   

The Public Representative acknowledges that the pricing for this Priority Mail contract appears to comport with cost coverage and contribution provisions of title 39.   

The Decision of the Governors of the United States Postal Service (Governor’s Decision 08-18 issued November 12, 2008 ), and management’s analysis of this contract detail a number of reasons this contract would be advantageous to the Postal Service.  In fact the Governors’ Decision in this matter was unanimously in favor of implementation.   Not surprisingly, Canada Post and the Postal Service had cooperative agreements predating the Postal Accountability and Enhancement Act.  Prior to enactment of the PAEA (Section 405, codified at 39 U.S.C. 407) the Commission had no authority to review international postal agreements.  Since then, via the Annual Compliance Determination (ACD), the Commission has been able to advise the Postal Service regarding extant agreements with other postal administrations.   

 The Request, at page 6, notes that the instant agreement covers only delivery of inbound Surface Parcel Post in the United States from Canada Post.  Any corollary agreement for outbound competitive service rates is subject to review through the ACD.  The 2007 ACD found that: 

Two competitive products did not cover attributable costs: inbound surface parcels not subject to Universal Postal Union rates, and Parcel Return Service. The loss on inbound surface parcels was incurred by the international bilateral agreement with Canada. Under the criteria of the PAEA, that agreement must be adjusted at the next opportunity for renegotiation. 

-- Annual Compliance Determination United States Postal Service Performance FY 2007, March 27, 2008, Executive Summary at 2.      

It would appear that the Postal Service has attempted to remedy that inequity through updating the terms of this bilateral agreement.   Commission oversight, therefore, has once again demonstrated value in assisting the Postal Service to meet its statutory obligations and provide vital public services in an economic fashion.  
Accordingly, it is encouraging to see updated provisions from 2006, 2007 and 2008 in the bilateral agreement, including performance benchmarks for both parties.  These promote operational performance and provide both Canada Post and the Postal Service with data-driven direction for improving services.  There are appropriate pay-for-performance provisions which encourage the parties to meet standards enhancing the efficiency of both postal administrations.   
These factors also promote positive benefits for the general mailing public.  Combined, they bring added efficiency to postal operations, and help to reduce potential costs.  This bilateral agreement between Canada Post and the Postal Service for inbound competitive service satisfies all of the statutory requirements, and furthers a longstanding relationship of comity and cooperation between neighbor nations.  

Conclusion 

The Public Representative submits that the present Canada Post – United States Postal Service Contractual Bilateral Agreement for Inbound Competitive Services complies with title 39, and the Postal Service request fulfills all relevant requirements for Commission Rules of practice and Procedure.  

The Public Representative respectfully offers the preceding Comments for the Commission’s consideration.  
__________________
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� Notice and Order Concerning Bilateral Agreement with Canada Post for Inbound Competitive 


   Services, November 18, 2008.  








� See 39 C.F.R. 3015.5.








� Postal Service Request, at 2-3.  











PAGE  

