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1. The Request refers to “business rules.”  See Request at 3 and 7.  Please identify 
each business rule applicable to the GEPS—Non-published Rates product.   

RESPONSE:  

For every price cell, the Postal Service determines whether there is sufficient 

cost coverage to support the applicable GEPS Non-published Rate.  The “business 

rules” involve the following constraints applied to each price cell: 
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2.  Please refer to the Request, Attachment 3, Statement of Supporting Justification, at 
2, which states:  “[T]he product design approved…in Governors’ Decision 10-2 includes 
actual rates that, on a cell-by-cell basis, cover their costs or default to the lowest 
published rate, which the customer could get, even without a specific arrangement with 
the Postal Service.”  Please provide the financial model relied upon by the Postal 
Service to determine whether the prices offered to a mailer would, on a cell-by-cell 
basis, cover their costs or default to the lowest published rate.   

RESPONSE:  

Please refer to USPS-CP2010-72/NP1 and USPS-MC2010-29/NP1, Nonpublic 

Materials Filed in Response to ChIR No. 1, Questions 1, 2 and 3. 
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 3.  Attachment 2 to the Request includes, among other things, the Governors’ Decision.   

a. Please refer to Attachment C to the Governors’ Decision at 3.  The chart 
on page 3 illustrates the expected cost coverage for the new GEPS 
agreements.  Please provide an electronic copy of the model used to 
develop the chart, including all supporting workpapers. 

b. Please refer to Attachment C to the Governors’ Decision at 2-3.  Please 
identify each pricing factor that the Postal Service intends to update 
monthly. 

c. Does the monthly updating affect changes in prices under (then-existing) 
new GEPS agreements or only as to prospective agreements?  If the 
former, which factors give rise to price changes? 

d. Please confirm that the pricing factors identified in 3b., above are part of 
the Postal Service’s financial model.  If confirmed, please provide that 
financial model (if it is not provided in response to question 2, above).  If 
not confirmed, please explain.   

RESPONSE:  

a)    Please refer to USPS-CP2010-72/NP1 and USPS-MC2010-29/NP1, 

Nonpublic Materials Filed in Response to ChIR No. 1, Questions 1, 2 and 

3. 

b) The pricing factors that the Postal Service intends to update are the 

inflation factors and settlement charges in cells located at "01_Inputs" tab, 

Excel cells C17:D18 and D72:F119 and "05_IP_Settlement" tab, Excel 

cells D8:G224 in the model containing “GEPS Master” in its title.  It is 

important to keep in mind that the updating will be done for purposes of 

ratesetting within the floors and ceilings of the rates established by the 

Governors.  Thus, should the pricing factors at any particular time yield 

results that suggest that the lowest possible prices may result in deeper 

discounts, the Postal Service will be unable to offer prices that are any 

lower than those established in the Governors’ decision.  Should the 
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pricing factors yield results that suggest that the prices should be higher 

than the lowest prices set in the Governors’ decision, then effectively the 

rates will be compressed such that the lowest price point will be above the 

lowest rate set in the Governors’ decision.  

c) The monthly updating only applies to prospective agreements, not existing 

agreements. 

d) Confirmed; the factors identified in the response to subpart (b) are a part 

of the Postal Service’s financial model. 
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4.  Please refer to Attachment C to the Governors’ Decision at 3, which states:  
“Each time the published rates for EMI and PMI change, the Postal Service will also 
secure a decision from the Governors’ setting a new price floor for GEPS-Non-
published Rates.”   

a. How frequently does the Postal Service anticipate changing the published 
rates for EMI and PMI? 

b. How will the Postal Service notify:  (i) the Commission, and (ii) affected 
mailers of changes in published rates? 

c. How will the Postal Service notify:  (i) the Commission, and (ii) affected 
mailers of changes in rates as a result of monthly updates?  

d. How will the Postal Service notify:  (i) the Commission, and (ii) affected 
mailers of changes in terms and conditions of the underlying agreement? 

RESPONSE:  

a) The Postal Service anticipates changing the published rates for EMI and PMI to 

coincide with any published rate changes which serve as the ceiling rates 

b) The Postal Service will notify the Commission with an updated competitive rate 

filing of GEPS Non-published Rates, and each mailer will receive a letter of rate 

changes due to a published rate increase in accordance with Article 14 of the 

terms of the GEPS Non-published Rates model agreement, which mirrors Article 

14 of the existing GEPS 3 agreements. 

c) Under the construct of Governors’ Decision 10-2, the Postal Service does not 

envision notifying the Commission of changes in specific customer prices that 

result from monthly updates, because the new customer prices will continue to 

be taken from the rates already approved by the Governors in Decision 10-2.  

The purpose of setting prices through the rate chart is to eliminate steps in the 

process used to give effect to each negotiated service agreement.  The approach 

adopted here already provides for appropriate checks and balances.  As long as 
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the rates are included in the set established by the Governors and follow the 

methodology in Attachment C of the Governors’ decision, the Commission should 

be assured that the rates will be remunerative, and no separate filings should be 

needed.  

For then-existing GEPS Non-published Rates customers, no notification of 

rate changes will be necessary because their rates will not change as a result of 

the monthly updates to the applicable financial model.  This is because the prices 

offered to customers, once accepted, are set for the duration of their sales 

agreement, which is consistent with the Postal Service’s administration of the 

GEPS 1 and GEPS 2 contracts.  Experience with the performance reports from 

GEPS 1 and GEPS 2 contracts, which have all met statutory requirements for 

cost coverage and avoiding cross-subsidization of competitive products by 

market dominant ones, demonstrates that there is no need to update existing 

contracts for changes in the inflation factors and settlement charges. Thus, the 

only price changes allowed under the terms of the GEPS products, including 

GEPS Non-published Rates, are changes that result from a change to the 

underlying published EMI or PMI rates or discretionary changes resulting from an 

increase of more than five percent of the costs of the product.  

d)  The Postal Service does not anticipate additional changes to the model GEPS 

Non-published Rates agreement.  Each customer’s sales agreement will be filed 

with the Commission to provide the Commission notice that another customer is 

making use of the GEPS Non-published Rates product.  The Commission is thus 
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able to compare the prices accepted by each customer to the set of rates 

approved by the Governors and to confirm that the only differences to the 

customer-specific sales agreement and the model GEPS Non-published Rates 

agreement are those necessary to identify the customer’s downstream access 

option, revenue commitment, and customer-identifying information.  Any changes 

to customer sales agreements necessary during the term of the agreement are 

controlled by the modification provision included in Article 17, which provides that 

any necessary approvals for such modifications must be obtained before the 

modifications will become effective.  Should Postal Service management adopt 

substantive changes in the underlying template, however, the Postal Service 

would propose to give notice to that effect in a Commission filing.  
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5. Please refer to Attachment D to the Governors’ Decision.  The certification refers 
to “the methodology for determining the rates for individual customers.”  Please 
confirm that this methodology is exclusively based on the mailer’s:  (a) revenue 
commitment, (b) level of downstream access, and (c) destination country.  If not 
confirmed, please elaborate. 

RESPONSE:  

The Postal Service confirms that the methodology for determining the rates for 

individual customers is based on the mailer’s revenue commitment, level of 

downstream access, and anticipated or estimated volume profile by destination 

country and weight category, applying the business rules described in response to 

previous questions under the response to ChIR No. 1, Question 1. 
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6. Please confirm that the Postal Service intends to file a copy of each executed 
GEPS—Non-published Rates agreement with the Commission.  If not confirmed, 
please explain. 

RESPONSE:  

The Postal Service confirms that it intends to file a copy of each executed GEPS—

Non-published Rates agreement with the Commission as described in greater detail 

in the response to ChIR No. 1, Question 4(d). 
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7. The Postal Service indicates that it “anticipates that nearly all GEPS agreements 
will fit within the rates set by the Governors’ decision for GEPS Non-published 
Rates.”  Request at 4. 

a.  Would any GEPS 1 shipper not have qualified for service under the GEPS—
Non-published Rate classification?  If so, please elaborate. 

b.  Would any GEPS 2 shipper not have qualified for service under the GEPS—
Non-published Rate classification?  If so, please elaborate? 

c.  Does the Postal Service anticipate that all expiring GEPS 2 agreements will 
be renewed as GEPS—Non-published Rates agreements, to the extent the 
shipper desires to continue such service and provided that service fits with the 
GEPS—Non-published Rates classification?  If not, please elaborate. 

d.  If “nearly all” GEPS agreements will fit within the GEPS—Non-published 
Rates classification, please identify and discuss the GEPS agreements that will 
not be eligible for the GEPS—Non-published Rate classification. 

RESPONSE:  

a) All GEPS 1 shippers would have qualified for service under the GEPS Non-

published Rate classification. 

b) All GEPS 2 shippers would have qualified for service under the GEPS Non-

published Rate classification. 

c) The Postal Service anticipates all of the expiring GEPS 2 agreements will be 

renewed as GEPS Non-published Rates agreements, if the product is added to 

the competitive product list of the MCS.  

d) If the Postal Service wishes to engage in a EMI/PMI negotiated service 

agreement that is functionally equivalent to GEPS, but falls outside of the 

established GEPS Non-published Rate tier, then that negotiated service 

agreement would need to be within the scope of Governors’ Decision 08-5 and 

be classified under the original GEPS product.  It would then need to be added to 

the competitive products list, most likely under the GEPS 3 product classification 
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or a successor in the series of GEPS.  As an example, a customer agreement 

might include rates not corresponding to the methodology of Attachment C to 

Governors’ Decision 10-2.  Such an agreement would have to be filed with the 

Commission as other agreements filed under the scope of Governors’ Decision 

08-5, where a contract-specific analysis of its anticipated statutory and regulatory 

compliance would be performed in the absence of applying the GEPS—Non-

published Rates constraints. 
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8. Please confirm that to be eligible for GEPS—Non-published Rates each 

prospective shipper must sign a contract with the Postal Service.  If confirmed, 

please explain why GEPS—Non-published Rates is appropriate as a niche 

classification.   

RESPONSE:  

The Postal Service confirms that customers taking advantage of GEPS—Non-

published Rates will have a sales agreement memorializing the prices applicable to their 

individual mailing profiles as determined by their revenue commitments, levels of 

downstream access, and anticipated or estimated volumes by weight category for EMI 

or PMI or both to the destination countries to which items will be sent.  These 

agreements will not vary in any other respects from one another and are not truly 

“negotiated” in the traditional understanding of that term.  Rather, the contract language 

is fixed as provided in the model agreement, and the prices are given to customers 

based on each customer’s profile.  Hence, these are not truly negotiated instruments 

where prices and terms vary based on the outcome of a protracted negotiation.  In this 

sense, the approach taken to classification more closely resembles that of a “niche” 

classification.  However, due to competitive concerns, the volume and weight variability 

associated with individual mailers, and the volatility of factors that affect pricing of 

international customized agreements, the Postal Service prefers to adopt an approach 

where the rates accompanying the classification are non-published and may vary within 

a specified price floor and ceiling based on pricing factors.   

 


