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DECISION OF THE GOVERNORS OF THE UNITED STATES POSTAL SERVICE ON THE
ESTABLISHMENT OF PRICES AND CLASSIFICATIONS FOR GLOBAL EXPEDITED PACKAGE
SERVICES CONTRACTS (GOVERNORS' DECISION No. 08-7)

May 6, 2008

STATEMENT OF EXPLANATION AND JUSTIFICATION

Pursuant to our authority under section 3632 of tile 39, as amended by the Postal
Accountability and Enhancement Act of 2006 ("PAEA"), we establish new prices not of
general applicability for certain of the Postal Service's compefitive service offerings, and
such changes in classification as are necessary to implement the new prices. This
decision establishes prices by setting price floor and price ceiling formulas for Global
Expedited Package Services Contracts. The types of contracts to which these prices will
apply are described In Attachment A, the price floor and price ceiling formulas are
specified in Attachment B, and management’s analysis of the appropriateness of these
formulas is explained in Attachment C. We have reviewed that analysis and have
concluded that the prices emerging from application of the formulas and the
classification changes are in accordance with 39 U.S.C. §§ 3632-3633 and 39 C.F.R. §§
3015.5 and 3015.7. Contracts which fall within the terms specified in Attachment A, and
whose prices fall within the price rénge.es!ablished by the price floor and price ceiling
formulas specified in Attachment B, are hereby authorized.

The PAEA provides that prices for competitive products must cover each product's
attributable costs, not result in subsidization by market dominant products, and enable all
competitive products to contribute an appropriate share to the Postal Service's institutional
costs. We have determined that prices established according to the formulas listed in
Attachment B would be appropriate for the services covered by the types of GEPS
Contracts classified in Attachment A.' Management’s analysis of the formulas, included as

" The dlassffication for GEPS Contracts is contained in the Mail Classification Schedule language
originally proposed by the Postal Service, as modified in Attachment A. See United States Postal
Service Submission of Additional Mail Classification Schedule Information in Response to Order
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Attachment C, supports our decision te establish prices through such formutas for the.
specified types of contracts. '

We are satisfied that the prices established by the formulas in Atftachment B meet the
applicable statutory and regulatory requirements. The price floor formula provides greater
than 100 percent coverage of the costs attributable to each of these types of agreements.
We accept and rely upon the certification in Attachment D that the correct cost inputs for
the formulas have been identified. In addition, the price ﬂoorfonnula

cover the agreements’ attributable costs and provide a contribution foward the Postal
Service's instifutional costs. The formula should thus prevent a cross-subsidy from market
dominant products. As noted in the certification in Attachment D, entry into agreements
pursuant to this Decision should net impair the ability of competitive products as a whole to
cover an appropriate share of institutional costs.

No agreement authorized pursuant to this Decision may go into effect unless it is submitted
to the Postal Regulatory Comemnission with a notice that complies with 39 C.F.F_l § 3015.5.
The notice must include a financial analysis that demonstrates that the agreement covers
its attributable costs, based on

Attachment B. The notice must also include a certification from a Postal Service official that
the numerical values chosen for each agreement are appropriate, in that they represent the
best available information and that the agreement should not result in a cross-subsidy from
market dominant products and should not impair the abllity of competitive products, as a
whole, to cover an appropriate share of institutional costs.

No. 43, November 20, 2007.
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ORDER

In accordance with the foregoing Decision of the Governors, the formulas set forth
herein, which establish prices for the applicable GEPS Confracts, and the changes in
classification necessary to implement those prices, are hereby approved and ordered
into effect. An agreement is authorized under this Decision only if the prices fall within
the formulas set by this Decision and the certification process speciiied herein is
followed. After an authorized agreement is entered into, the Postal Service shall comply
with all applicable statutory and regulatory requirements.

Prices and classification changes established pursuant to this Decision will take effect
fifteen days afier the date on which the agreement is filed with the Postal Regulatory
Commission.

. By The Governors:

o o

Alan C. Kessler
Chairman
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Attachment A
Description of Applicable Global Expedited Package Services Contracts
2610.2 Global Expedited Package Services (GEPS) Contracts

incentives for Express Mail International
(EMI) and/or Priority Mail Intemational (PMI) for ali destinations served by Express Mail
Intemational and Priority Mail International. Preparation requirements are the same as
for all Express Mail Interational and/or Priority Mail International shipments with the
following exceptions: The mailer is required to use USPS-supplied labeling software, or
a non-USPS supplied labeling software that has the same functionality as the USPS-
supplied labeling sofiware. The software aliows for preparation of address labels and
Customs declarations and submission of electronic shipment information to the Postal
Service, as well as prepayment of Customs duties and taxes and pre-advice for forsign
Customs authorities by the Postal Service. The mailer may be required to prepare
specific shipments according to country specific requirements. To qualify for a contract,
a mailer musitenderall-ofits-gualifire-mai-o-the-Rostal-Sepdce-and ml_stbewpablel
on an annualized basis of either tendering at least 600 5,000 pieces of nen-First-Class
Mait-international international mail o the Postal Service, or paying at least $100,000 in
international $12:000-in-rea-First-Class-Mail-lntemational postage to the Postal Service.
For a mailer to qualify, the contract must cover its attributable costs.

These are confracis that provide for diseeunts in

Size and Weight for Express Mail International:

Length | Width | Height Weight'
Minimum Large enough to accommodate postage, address

and other required elements on the address side.
Maximum 36 inches | Length plus girth: 79 inches .

' Country-specific restrictions may apply as specified in the International Mail Manual.

Size and Weight for Priority Mail International:

Length Width Height Weight'
Minimum® 5.5 inches None 3.5 inches None
Maximum 42 inches Length plus girth: 72 inches 70

Circular parcels:
diameter: 64 inches -

"Weight and other exceptional size limits based.on shape and destination country
restrictions may apply as specified in the international Mail Manual.

? tems must be large enough to accommodate postage, address and other required
elements on the address side.

Minimum Volume or Revenue Commitment:

Mailers must commit to tender varying minimum volumes or postage of Express Mail
International, Priority Mail Intemational or both, on an annualized basis. The mailer is
required to meet the minimum volume or weight requirements in effest for manifest
mailing as specified by the Postal Service.
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Price Categories:

The discountie-a-fixed-discount incentives are based on the volume or revenue
commitment aboveaspemﬁed costﬂoor Also, separate charges apply if the customer
has theRosial Sepy o-mailpisses labeling, fer harmonization aad-for or retumn
services.

GEPS — Express Mail International
GEPS - Priority Mail Intemational

Optional Features:

Pickup On-Demand

International Ancillary Services
International Certificate of Mailing (PMI fat-rate envelope only)

« Intemational Insurance

» Intemational Registered Mail (PMI flat-rate envelope only) .

» Intemnational Restricted Delivery (PM! flat-rate envelope only)

» International Return Receipt

Software-Related Services:

« - Labeling: Al the mailer's request, the Postal Service will arrange for apply labels
and Customs declarations at-a-postallesation M

 Harmonizafion: At the mailer's request, the Postal Service fasilitates will arrange

for classification of merchandise according to country speciﬁed Customns
rsgulahons fo determine applicable duties and taxes.

» Returns: At the mailer’s request, the Postal Service will contracts with a retums
center appropniate for the particular country. The retums center inspects the
goods it receives from the maller's customers and returns the goods in bulk to
the mailer in the United States. The Postal Service invoices the mailer for
appropriate charges. The Postal Service may also charge for certain Express
Mail International and Priority Mail Infernational undeliverable-as-addressed .
returns when customs dufies have been prepaid.
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Attachment B

. Formulas for Prices Under Applicable Global Expedited Package Services
Contracts
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Attachment C

. Analysis of the Formulas for Prices Under Applicable Global Expedited Package
Services Contracts
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Attachment D

Certification as to the Fermalas for Prices Offered Under Appficabte Giobai
Expedited Patkage Services Contracts

I, W. Ashley Lyons, Manager, Corporate Financial Planning, Finance
Department, United States Postal Sérvice; em feniiliar with tie price floor formula and
price eeifing formula for Global Expedited Package Services Gontracts which are set
forth in Attachment B.

| hereby certify that these formuyias agéquatsly represéiit sl neomary-
_mepostalswﬁammawmagrwnemmatsetmamm
price floor, the Postal Service would be in compliance with 39°U.8.C § 3623 (a)1), (2),
and (3). The price floor Tormuia is designed fo erisure that edch agreement should cover
its atiributable costs and preciude the subsidization of competitive products by market
dominant products. In Fiscal Year 2007, all outbeund international competitive mail
accounted for approximately 11 percent of the total cortribution by all competitive
products. Contribution from Global Expedited Package Services Contracts should be
much smaller. Even if all the agreements for Global Expedited Package Services
Contracts are signed at the price fioor, they should not imipair the ability of competitive

products on the whole to cover an apbropﬁate share of institufional 7@

W. Ashley Lyons
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. CERTIFICATION OF GOVERNORS’ VOTE
N
GOVERNORS’ DECISION NO. 08-7

| hereby certify that the following Govemors voted at the May 6, 2008, Board
meeting on adopting Govemnors' Decision No. 08-7:

Mickey D. Bamett
James H. Bilbray
Carolyn Lewis Gallagher
Louis J. Giuliano

Alan C. Kessler
Thurgood Marshall, Jr.
James C. Miller 1l
Katherine C. Tobin

Ellen C. Williams

The vote was 5-0 in favor.

Qutiv £ oste.  ouer_$/19/0%

Julie |S. Moore
Sacretary of the Board of Governors




