Postal Regulatory Commission
Submitted 12/21/2009 2:46:54 PN
Filing ID: 66121

Accepted 12/21/2009
BEFORE THE

POSTAL REGULATORY COMMISSION
WASHINGTON, D.C. 20268-0001

COMPETITIVE PRODUCT PRICES '
GLOBAL PLus 2 CONTRACTS (MC2008-7, CP2009-48, AND; Docket No.
CP2009-49) | CP2009-48
NEGOTIATED SERVICES AGREEMENT

NOTICE OF UNITED STATES POSTAL SERVICE OF CHANGE IN PRICES
IN ACCORDANCE WITH ORDER NO. 216
(December 21, 2009)

In accordance with the Commission’s Order No. 216,* the Postal Service hereby
provides notice that prices under the Global Plus 2 contract at issue in the above-
captioned proceeding will change as contemplated by the contract’s terms. In that
Order, with respect to Article 9 in a Global Direct Contract identical to Article 15 in this
Global Plus 2 contract,? the Commission acknowledged the contract’s mechanism for
changing prices in response to objective, external factors such as exchange rate
changes and changes to Canada Post Corporation prices, rather than at the Postal
Service’s discretion.® The Commission advised that the Postal Service may file such
changes falling under paragraphs 1, 3, and 4 of the contract article on a “notice-type

basis.”* By negative implication, price changes pursuant to paragraph 2 of the contract

article remain subject to the requirements of 39 C.F.R. § 3015.5.

! PRC Order No. 216, Order Concerning Filing of Additional Global Direct Contracts Negotiated Service
Agreement, Docket No. CP2009-29, May 15, 2009.
2 Compare Notice of the United States Postal Service of Filing Functionally Equivalent Global Direct
Contracts Negotiated Service Agreement, Docket No. CP2009-29, May 1, 2009, Att. 1, at 5-6, with Notice
of the United States Postal Service of Filing Two Functionally Equivalent Global Plus 2 Negotiated
Service Agreements, Docket Nos. CP2009-48 and CP2009-49, July 13, 2009, Att. 1-A, at 10-11.
j PRC Order No. 216 at 7.

Id.



The Postal Service hereby gives notice that it is changing prices under this
Global Plus 2 contract in accordance with Article 15, paragraph 2, as well as
paragraphs 1, 3, and 4. Accordingly, the Postal Service has advised the customer of
the impending change in prices, effective January 11, 2010. The Postal Service is
submitting a copy of the relevant correspondence in conjunction with this notice.
Because Article 15, paragraph 2 of the contract forms part of the basis for this price
change, the Postal Service is also filing supporting financial documentation and a
certified statement as required by 39 C.F.R. § 3015.5.

The notice to the customer of new prices and supporting documents establishing
compliance with 39 U.S.C. § 3633 and 39 C.F.R. § 3015.5 are being filed separately
under seal with the Commission. A redacted version of the notice is attached as
Attachment 1. The certified statement required by 39 C.F.R. § 3015.5(c)(2) is
Attachment 2. The Postal Service’s application for non-public treatment of these
materials is included with this filing as Attachment 3. A redacted version of the

supporting financial documentation is included with this filing as a separate Excel file.



475 L'Enfant Plaza, S.W.
Washington, D.C. 20260-1137
(202) 268-8917; Fax -6187
jacob.d.howley@usps.gov
December 21, 2009

Respectfully submitted,
UNITED STATES POSTAL SERVICE
By its attorneys:

Anthony F. Alverno
Chief Counsel, Global Business

Jacob Howley



Global Business Attachment 1 to Postal Service Notice
PRC Docket No. CP2009-48

™ UNITED STATES
F POSTAL SERVICE

December 9, 2009

sent via Express Mail number ||| Gz

Thank you for your continued use of the United States Postal Service (USPS) international package
services. We value and appreciate our business relationship with
I ¢ look forward to continuing our excellent business partnership.

Article 15 of the Global Customized Mail Agreement (Agreement) between the USPS and ||
provides in part that:

[tlhe prices for Global Direct — Canada Lettermail, Global Direct — Canada Admail, and Global
Direct — Canada Publications Mail listed in Annex 4 are based on CPC prices. The USPS will
adjust the prices in Annex 4 if CPC changes its prices for domestic Canadian Lettermail, Admail,
or Publications Mail during the term of this Agreement.

Canada Post Corporation (CPC) has announced a change in its prices for domestic Canadian Lettermail,
Admail, and Publications Mail that will become effective on January 11, 2010. Consequently, in
accordance with Article 15 of our Agreement, the prices in Annex 4 to that Agreement shall change
effective 12:01 a.m. on Monday, January 11, 2010.

Article 15 of the Global Customized Mail Agreement between the USPS and ||| EEEGEG

provides in part that:

[i]n the event that the costs the USPS incurs to provide Global Bulk Economy service, Global
Direct — Canada Lettermail, Global Direct — Canada Admail, or Global Direct — Canada

Publications Mail increasem during the term of this Agreement,
the USPS reserves the right to adjust the prices for that service during the term of this

Agreement.

accordance with Article 15 or our Agreement, the prices in Annex 4 to that Agreement for Global Direct —
Canada Lettermail shall change effective 12:01 a.m. on Thursday, July 1, 2010.

H !eglnnlng !u y ! !!!! !!! WI| require t!at a” !etterma|| items must !e sorted using
specialized sortation software and that the mailings must exceed the minimum accuracy

requirements set by CPC. Because of the required use of CPC specialized software, effective July 1,
2010, you will no longer have access to the Global Direct — Lettermail rates, but will be entitled to the
Global Direct — Incentive Lettermail rates. Incentive lettermail is lettermail that consists of large volumes
of identical items meeting mail preparation requirements set by CPC. The prices for Incentive Lettermail
are lower than those for Lettermail. Effective also on July 1, 2010, the USPS will require pre-notification
for each mailing of Global Direct — Canada Incentive Lettermail.

475 L’Enfant Plaza SW, Room 4011
Washington DC 20260-4011
Tel No. 202-268-8058



Attachment 1 to Postal Service Notice
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Enclosed is a revised Annex 2, Global Direct — Canada Mail Preparation Requirements. Also
enclosed are the new price tables in Annex 4 for Global Direct — Canada Lettermail, Global Direct
— Canada Admail, and Global Direct — Canada Publications Malil for the prices effective January
11, 2010. Also enclosed are the new price tables in Annex 4 for Global Direct — Canada
Incentive Lettermail effective July 1, 2010.

Under U.S. law, the Postal Service is required to transmit information about your company's
Agreement, as well as modifications to it, to the U.S. Postal Regulatory Commission (PRC). The
USPS believes that non-public treatment is appropriate for certain commercially sensitive
information relating to the instrument, such as information about rates, revenues, costs, and
volumes of Qualifying Mail. Therefore, in accordance with Title 39, Code of Federal Regulations,
Section 3007.20(b), the USPS is notifying you that it will be filing information with the
Commission, together with an application for the PRC to treat the information as non-public
material. Under current practice, documents relating to this contract will likely appear in a
docketed PRC proceeding, with a redacted version publicly available on the PRC’s website,
www.prc.gov. USPS will inform you of the docket number for its filing once it is assigned if it
differs from the docket number previously assigned to your contract.

You also may address any confidentiality concerns that you may have directly with the PRC. The
procedure for making a third-party application for non-public treatment of materials believed to be
protected from disclosure may be found at Title 39, Code of Federal Regulations, Section
3007.22. If you have any questions or concerns about confidentiality matters, please feel free to
contact Anthony Alverno, Chief Counsel, US Postal Service Law Department, at 202-268-2997 or
via e-mail at anthony.f.alverno@usps.gov.

We do not expect this review to affect the prices prepared for“
_. However, should the Postal Regulatory Commission cause Us to make any changes to
the prices, we will advise you of any corrections to the enclosure(s) as soon as possible.

The prices in the attached price tables are subject to the provisions of Article 15. Postage
Updates of the Agreement

Thank you for your business and continued support of the USPS.

Sincerely,

ol A Oletls

Frank A. Cebello
Executive Director
Global Business Management

Enclosure: Revised Annex 2 Global Direct — Canada Mail Preparation Requirements
Revised Annex 4 with Price Tables for January 11, 2010
Revised Annex 4 with Price Tables for July 1, 2010

cc: Tom Foley


http://www.prc.gov/

Attachment 1 to Postal Service Notice
PRC Docket No. CP2009-48

ANNEX 4

GLOBAL DIRECT — CANADA PRICE CHARTS
EFFECTIVE JANUARY 11, 2010

Global Direct — Canada Publications Mail

Confidential usps /_; 6/2009 effective 1/11/2010Agreement Annex 4 page 1 of 1




Attachment 1 to Postal Service Notice
PRC Docket No. CP2009-48

ANNEX 4

GLOBAL DIRECT — CANADA PRICE CHARTS
EFFECTIVE JULY 1, 2010

Global Direct — Canada Incentive Lettermail

Confidential usps /_; 6/2009 effective 7/01/2010Agreement Annex 4 page 1 of 1



Attachment 1 to Postal Service Notice
PRC Docket No. CP2009-48

ANNEX 2
GLOBAL DIRECT - CANADA MAIL PREPARATION REQUIREMENTS

NOTE: Annex 2 is a summary of requirements for information only and is subject to any changes CPC
may make. Such changes become binding upon the Mailer on the effective date determined by CPC
whether or not they are reflected in this Annex.

GLOBAL DIRECT — CANADA LETTERMAIL
AND
GLOBAL DIRECT — CANADA INCENTIVE LETTERMAIL

The Mailer is responsible for ensuring that the items meet CPC makeup and preparation requirements for
Canadian domestic Addressed Lettermail service found on the CPC website (www.canadapost.com).

ADDRESSING
Mailing Address:
The address of the addressee must be complete and include:
e The addressee’s name;
o Where, applicable, the street number, street name, and apartment or room number;
e The name and province of the postal facility of delivery; and
e Avalid postal code for the address.
Return Address:

When an Addressed Lettermail item bears a return address, the return address must be Canadian and it
must be located on the same side as the delivery address in the upper left corner.

POSTAL INDICIA AND OTHER MARKINGS

ltems must bear the appropriate CPC indicia. The number * must appear in the indicia.
Camera-ready indicia artwork can be downloaded from e Canada Postal Guide at
www.canadapost.ca/postalguide.

The Canada Post indicia shall be located:
e On the front of the item in the upper right corner,
¢ Not more than 1.57 in. (40 mm.) from the top edge,
e Not more than 2.9 in. (74 mm.) from the right edge.

A return address, service indication, or delivery instruction may be marked/printed on an Addressed
Lettermail item if it is located:

¢ On the front of the item in the upper left corner,

e 1.77in. (45 mm.) or more from the bottom edge.

Graphics or other printings may be printed on the front of an Addressed Lettermail item if they are located
1.77 in. (45mm.) or more from the bottom of the item. NOTE: Graphics or other printings shall not be
located in the area reserved for the postage indicia.

Confidential uses | 052000  Aureement Annex 2 Page 1of 6
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Attachment 1 to Postal Service Notice
PRC Docket No. CP2009-48

SEALING

All envelopes must have seams that are permanently and securely sealed. Flaps must be constructed so
that they can be completely and securely sealed by the mailer. Unsealed/open envelopes are not
permitted for mailings of Canada Addressed Lettermail. Self-mailers must be closed on all four edges.

MAIL PREPARATION

All items must be placed in USPS letter trays or other appropriate USPS mail transport equipment. Use
the following general guidelines when preparing letter trays:

e Face all items in the same direction;
e Sleeve, band, and label each letter tray;

e Each letter tray must bear a label formatted as follows:

Line 1: Canadian Destination, U.S. Exchange Office Code
Line 2: Contents
Line 3: Mailer, Mailer Location

PRE-NOTIFICATION OF MAILINGS

Effective July 1, 2010, the USPS shall require pre-notification for each mailing of Global Direct — Canada
Incentive Lettermail mailed under the terms of this Agreement. At least twenty-four (24) hours before
each shipment of Global Direct — Canada Incentive Lettermail the Mailer, or a representative acting on
behalf of the Mailer, must submit to the USPS both the electronic Statement of Mailing generated by CPC
specialized sortation software and a CPC Address Accuracy Statement. The message must include the
date of the mailing. The message must be sent via e-mail to:
InternationalCustomerSupportHQ@usps.gov.

PRESENTATION OF MAILING

Each mailing of Global Direct — Canada Incentive Lettermail mailed under the terms of this Agreement
must be prepared in accordance with CPC eligibility and mail preparation requirements for domestic
Canadian Incentive Lettermail. Mailers are required to use CPC specialized sortation software. The
Mailer must meet or exceed the minimum address accuracy requirements set by CPC.

Each mailing of Global Direct — Canada Lettermail and Global Direct — Canada Incentive Lettermail must
be accompanied by a completed PS Form 3700, Postage Statement — International Mail, Part | Global
Direct — Permit Imprint, Line |11 Canada Letter Mail.

Confidential uss | 052000  Aureement Annex 2 Page 2 of 6
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Attachment 1 to Postal Service Notice
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GLOBAL DIRECT — CANADA ADMAIL

The Mailer is responsible for ensuring that the items meet CPC makeup and preparation
requirements for Canadian domestic Addressed Admail service found on the CPC
website (www.canadapost.com).

POSTAL INDICIA AND OTHER MARKINGS

Items must bear the appropriate CPC indicia. The numberH must appear in
the indicia. Camera-ready indicia artwork can be downloaded from the Canada Postal
Guide at www.canadapost.ca/postalguide.

PRE-NOTIFICATION OF MAILINGS

The USPS requires pre-notification for each mailing of Global Direct — Canada Admail
mailed under the terms of this Agreement. At least twenty-four (24) hours before each
shipment of Global Direct — Canada Admail the Mailer, or a representative acting on
behalf of the Mailer, must submit to the USPS both the electronic Statement of Mailing
generated by CPC specialized sortation software and a CPC Address Accuracy
Statement. The message must include the date of the mailing. The message must be
sent via e-malil to InternationalCustomerSupportHQ@usps.gov.

PRESENTATION OF MAILING

Each mailing of Global Direct — Canada Admail mailed under the terms of this
Agreement must be prepared in accordance with CPC eligibility and mail preparation
requirements for domestic Canadian Addressed Admail. All items must be sorted
according to the CPC National Distribution Guide (NDG) option or the CPC Letter
Carrier Presort (LCP) option. Mailers are required to use CPC specialized sortation
software.  The Mailer must meet or exceed the minimum address accuracy
requirements set by CPC.

Each mailing must be accompanied by a completed PS Form 3700, Postage Statement
— International Mail, Part F, Global Direct — Canada Admail — Permit Imprint, and an
approved barcoded placard (shown below). Barcode specifications are detailed in the
International Mailer Specifications Document. Request this document from
InternationalCustomerSupportHQ@usps.gov.

Confidential uss | 052000  Aureement Annex 2 Page 3 of 6
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Affix label here=>»

TO: TORONTO
Via: ISC

TORONTO EXCHANGE OFFICE (YTO)
1695 DREW RD
TORONTO ON L5S 1J5

DATE

Departure(s):
HCR: TRIP:

Contents:

GLOBAL DIRECT - CANADA
ADMAIL

DO NOT OPEN IN TRANSIT

CONTAINER OF

Origin P.O.: Prepared by:

(company name)

Global Direct — Canada 02/06



Attachment 1 to Postal Service Notice
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GLOBAL DIRECT — CANADA PUBLICATIONS MAIL

The Mailer is responsible for ensuring that the items meet CPC makeup and preparation
requirements for Canadian domestic Publications Mail service found on the CPC website
(www.canadapost.com).

PRE-NOTIFICATION OF MAILINGS

The USPS requires pre-notification for each mailing of Global Direct — Canada Publications
Mail mailed under the terms of this Agreement. At least twenty-four (24) hours before each
shipment of Global Direct — Canada Publications Mail, the Mailer, or a representative acting
on behalf of the Mailer, must submit to the USPS both the electronic Statement of Mailing
generated by CPC specialized sortation software and a CPC Address Accuracy Statement.
The message must include the date of the mailing. The message must be sent via e-mail
to InternationalCustomerSupportHQ@usps.gov.

PRESENTATION OF MAILING

Each mailing of Global Direct — Canada Publications Mail mailed under the terms of this
Agreement must be prepared in accordance with CPC eligibility and mail preparation
requirements for Publications Mail. All items must be sorted according to the CPC National
Distribution Guide (NDG) option or the CPC Letter Carrier Presort (LCP) option. Mailers
are required to use CPC specialized sortation software. The Mailer must meet or exceed
the minimum address accuracy requirements set by CPC.

Each mailing must be accompanied by a completed PS Form 3700, Postage Statement —
International Mail, Part G, Global Direct — Canada Publications Mail — Permit Imprint. The
mailings must be accompanied by an approved barcoded placard (shown below). Barcode
specifications are detailed in the International Mailer Specifications Document. Request
this document from InternationalCustomerSupportHQ@usps.gov.

Confidential USPS /_ 06/2009 Agreement Annex 2 Page 5 of 6
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Affix label here=>»

TO: TORONTO
Via: ISC

TORONTO EXCHANGE OFFICE (YTO)
1695 DREW RD
TORONTO ON L5S 1J5

DATE

Departure(s):
HCR: TRIP:

Contents:

GLOBAL DIRECT - CANADA
PUBLICATIONS MAIL

DO NOT OPEN IN TRANSIT

CONTAINER OF

Origin P.O.: Prepared by:

(company name)

Global Direct — Canada 02/0



Attachment 2 to Postal Service Notice
PRC Docket No. CP2009-49

Certification of Prices for the Global Plus 2 Contract with

I, Joseph Moeller, Manager, Regulatory Reporting and Cost Analysis, Finance
Department, United States Postal Service, am familiar with the prices for the Global Plus
2 Contract wit . The prices contained in this
contract were established by the Decision of the Governors of the United States Postal
Service on the Establishment of Prices and Classifications for Global Direct, Global Bulk
Economy, and Global Plus Contracts, issued on July 16, 2008 (Governors’ Decision No.
08-10), which established prices by means of price floor and ceiling formulas.

| hereby certify that the numerical cost values underlying the prices in the [}
contract are the appropriate costs to use in the
formulas and represent the best available information. The prices, resulting in a cost
coverage of in excess of the minimum required by the Governor's Decision are in
compliance with 39 U.S.C § 3633 (a)(1), (2), and (3). The prices demonstrate that the
contract should cover its attributable costs and preclude the subsidization of competitive
products by market dominant products. In Fiscal Year 2008, all international competitive
mail accounted for a relatively small percentage of the total contribution by all
competitive products. Contribution from Global Plus 2 Contracts should be even
smaller. The contract with ||| G s ou\d not impair
the ability of competitive products on the whole to cover an appropriate share of

institutional costs.

Joseph Moeller




Attachment 3 to Postal Service Notice
PRC Docket No. CP2009-48
ATTACHMENT 3

APPLICATION OF THE UNITED STATES POSTAL SERVICE FOR NON-PUBLIC
TREATMENT OF MATERIALS

In accordance with 39 C.F.R. § 3007.21 and Order No. 225,* 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 a change in
prices for the negotiated service agreement at issue in this docket. The notice to the
customer of the new prices, the certification required by 39 C.F.R. § 3015.5(c)(2), and
supporting financial documentation establishing compliance with 39 U.S.C. § 3633 and
39 C.F.R. § 3015.5 are being filed separately under seal with the Commission.? The
Postal Service hereby furnishes the justification required for this application by 39
C.F.R. 8 3007.21(c) 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);

Information of a commercial nature, which under good business practice would
not be publicly disclosed, as well as third party business information, is not required to
be disclosed to the public. 39 U.S.C. § 410(c)(2); 5 U.S.C. § 552(b)(4). 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

! PRC Order No. 225, Final Rules Establishing Appropriate Confidentiality Procedures, Docket No.
RM2008-1, June 19, 2009.

% The Postal Service informed the customer prior to filing that it would be seeking non-public treatment of
the redacted portions of the price change notice. The Postal Service also informed the customer that it
could file its own application for non-public treatment of these materials in accordance with 39 C.F.R. §
3007.22.



Attachment 3 to Postal Service Notice
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a government establishment competing in commercial markets. 39 U.S.C. §
504(g)(3)(A).2 Because the portions of materials filed non-publicly in this docket 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) Identification, including name, phone number, and email address for any third-
party who is known to have a proprietary interest in the materials, or if such an
identification is sensitive, contact information for a Postal Service employee who
shall provide notice to that third party;

In the case of contract prices, the Postal Service believes that the only third party
with a proprietary interest in the materials is the customer with whom the contract is
made. The Postal Service maintains that customer identifying information should be
withheld from public disclosure. Therefore, rather than identifying the customer, the
Postal Service gives notice that it has already informed the customer, in compliance
with 39 C.F.R. § 3007.20(b), of the nature and scope of this filing and its ability to
address its confidentiality concerns directly with the Commission. The Postal Service
employee responsible for providing notice to the third party with proprietary interest in
the materials filed in this docket is Jacob Howley, Attorney, 475 L'Enfant Plaza SW,
Washington, D.C. 20260-1137, whose email address is jacob.d.howley@usps.gov, and
whose telephone number is 202-268-8917.

The notice to the customer also contains information that could be considered

proprietary to Canada Post Corporation (Canada Post). The Postal Service has already

informed Canada Post, in compliance with 39 C.F.R. § 3007.20(b), of the nature and

% 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, Second Notice of Proposed Rulemaking to Establish a Procedure for
According Appropriate Confidentiality, Docket No. RM2008-1, Mar. 20, 2009, at 11.



Attachment 3 to Postal Service Notice
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scope of this filing and its ability to address its confidentiality concerns directly with the
Commission. The Postal Service identifies Dave Eagles, Director, International
Relations, Canada Post Corporation, as the appropriate contact on behalf of Canada
Post. Mr. Eagles’ telephone number is (613) 734-6043, and his email address is
dave.eagles@canadapost.ca. Canada Post has requested that any communications
regarding confidential treatment of these data be sent with a courtesy copy to Dennis
Jarvis, General Manager, International Product Management, Canada Post Corporation.
Mr. Jarvis’s telephone number is (613) 734-8149, and his email address is
dennis.jarvis@canadapost.ca.*

(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 this docket, the Postal Service included its
price change notice to the customer, a certified statement as required by the
Commission’s rules, and financial work papers showing that the new prices should meet
the requirements of 39 U.S.C. § 3633(a)(1), (2), and (3). These materials were filed
under seal, with redacted copies filed publicly, after notice to the customer. The Postal
Service maintains that the redacted portions of these materials should remain

confidential.

* In the event of a request for early termination of non-public treatment under 39 C.F.R. § 3007.31, a
preliminary determination of non-public status under 39 C.F.R. § 3007.32, or a request for access to non-
public materials under 39 C.F.R. § 3007.40, the Postal Service notes, on Canada Post’s behalf, that
differences in the official observation of national holidays might adversely and unduly affect Canada
Post’s ability to avail itself of the times allowed for response under the Commission’s rules. In such
cases, Canada Post has requested that the Postal Service convey its preemptive request that the
Commission account for such holidays when accepting submissions on matters that affect Canada Post’s
interests. A listing of Canada’s official holidays can be found at http://www.pch.gc.ca/pgm/ceem-cced/jfa-
ha/index-eng.cfm.
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With regard to the price change notice, certain redactions in the cover letter and
the footers of Annexes 1 and 2 constitute the name or address of a postal patron whose
identifying information may be withheld from mandatory public disclosure by virtue of 39
U.S.C. § 504(g)(1) and 39 U.S.C. § 410(c)(2). In addition, the Express Malil tracking
number on the cover letter and two references to a permit account number on pages 1
and 3 of Annex 2 constitute customer identifying information. The redacted portions of
the certified statement also protect the customer’s name from disclosure.

The redactions made in revised Annex 4 of the agreement, other than those
involving the customer’s identifying information, withhold the new prices that are being
offered to this customer in exchange for its commitment and performance of its
obligations under the terms of the agreement. Other redactions to the cover letter
withhold information about the nature of costs incurred by the Postal Service in
providing Global Direct service under the agreement and about the nature and extent of
increases in the individual customer’s negotiated prices.

The redactions applied to the financial work papers protect commercially
sensitive information such as underlying costs and assumptions, pricing formulas,
information relevant to the mailing profile of the customer, and cost coverage
projections. To the extent practicable, the Postal Service has limited its redactions in
the work papers to the actual information it has determined to be exempt from
disclosure under 5 U.S.C. 8§ 552(b). However, in a limited number of cases, narrative
passages, such as words or numbers in text, were replaced with general terms
describing the redacted material. For example, where the mailer's name appears in the

spreadsheet within a cell, it has been replaced by the word “Mailer.”
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(4) Particular identification of the nature and extent of commercial harm alleged
and the likelihood of such harm;

If the portions of the contract 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.
First, revealing customer identifying information would enable competitors to focus
marketing efforts on current postal customers which have been cultivated through the
efforts and resources of the Postal Service. The Postal Service considers that it is
highly probable that if this information were made public, its competitors would take
immediate advantage of it. The agreement includes a provision allowing the mailer to
terminate the contract without cause by providing at least 30 days’ notice. Therefore,
there is a substantial likelihood of losing the customer to a competitor that targets it with
lower pricing.

Disclosure of the prices in the price change notice would reveal to competitors
the Postal Service’s levels of negotiated pricing for this service, thereby allowing them
to offer lower prices and undercut the Postal Service’s marketing efforts. Potential
customers could also deduce from the rates provided in the price change notice or from
the information in the work papers whether additional margin for net profit exists
between the contract being filed and the contribution that such contracts must make.
From this information, each customer could attempt to negotiate ever-increasing
incentives, such that the Postal Service’s ability to negotiate competitive yet financially
sound rates would be compromised. Even the customer involved in this filing could use

the information in the work papers in an attempt to renegotiate its own rates by



Attachment 3 to Postal Service Notice
PRC Docket No. CP2009-48

threatening to terminate its current agreement, although the Postal Service considers
this risk to be lower in comparison to those previously identified.

Finally, the financial workpapers include specific information such as costs,
assumptions used in pricing formulas, the formulas themselves, mailer profile
information, projections of variables, contingency rates included to account for market
fluctuations and the exchange risks. The first page of the cover letter to the customer
also includes information about product-specific costs. 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 determine the
absolute floor for Postal Service pricing. Unlike its competitors, the Postal Service is
required by the mail classification schedule to demonstrate that each negotiated
agreement within this group covers its attributable costs. Thus, competitors would be
able to take advantage of the information to offer lower pricing to customers, while
subsidizing any losses with profits from other customers. Eventually, this could freeze
the Postal Service out of the international delivery services market. Given that these
spreadsheets are filed in their native format, the Postal Service’s assessment is that the
likelihood that the information would be used in this way is great.

(5) At least one specific hypothetical, illustrative example of each alleged harm;
Identified harm: Revealing customer identifying information would enable competitors

to target the customers for sales and marketing purposes.

Hypothetical: The identity of the customer for this contract is revealed to the public.

Another expedited delivery service has an employee monitoring the filing of outbound
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international contracts and passing along the information to its sales function. The
competitor’s sales representatives can then quickly contact the Postal Service’s
customer and offer the customer lower rates or other incentives to terminate its contract

with the Postal Service in favor of using the competitor’s services.

Identified harm: Public disclosure of information in the financial work papers would be

used by competitors and customers to the detriment of the Postal Service.

Hypothetical: A competing expedited package delivery service obtains a copy of the
unredacted version of the financial work papers from the Postal Regulatory
Commission’s website. It analyzes the work papers to determine what the Postal
Service would have to charge its customers in order to meet its minimum statutory
obligations for cost coverage and contribution to institutional costs. It then sets its own
rates for products similar to what the Postal Service offers its customers under that
threshold and markets its ability to guarantee to beat the Postal Service on price for
international expedited delivery services. By sustaining this below-market 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 business-to-
business and business-to-customer expedited delivery services markets for which this

product is designed.

Identified harm: Public disclosure of the rate charts in the price change notice would

provide potential customers extraordinary negotiating power to extract lower rates.
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Hypothetical: Customer A’s negotiated rates are disclosed publicly on the Postal
Regulatory Commission’s website. Customer B sees the rates and determines that
there may be some additional profit margin between the rates provided to Customer A
and the statutory cost coverage that the Postal Service must produce in order for the
agreement to be added to the competitive products list. Customer B, which was offered
rates identical to those published in Customer A’s agreement, then uses the publicly
available rate information to insist that it must receive lower rates than those the Postal
Service has offered it, or it will not use the Postal Service for its expedited package

service delivery needs.

Identified harm: Public disclosure of information in the financial workpapers and price

change notice would be used by the customer’s competitors to its detriment.

Hypothetical: A firm competing with the customer obtains a copy of the unredacted
version of the contract and financial work papers from the Postal Regulatory
Commission’s website. The competitor analyzes the prices and the work papers to
assess the customer’s underlying costs for the corresponding delivery products. The

competitor uses that information as a baseline 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 international expedited and parcels products (including both
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private sector integrators and foreign postal administrations), as well as their
consultants and attorneys. Additionally, the Postal Service believes that actual or
potential customers of the Postal Service for this or similar products should not be
provided access to the non-public materials.

The Commission’s regulations provide that non-public materials shall lose non-
public status ten years after the date of filing with the Commission, unless the
Commission or its authorized representative enters an order extending the duration of
that status. 39 C.F.R. 8 3007.30. The Postal Service believes that the ten-year period
of non-public treatment is sufficient to protect its interests with regard to the information
it determined should be withheld due to commercial sensitivity.

(8) Any other factors or reasons relevant to support the application.

None.



