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ORDER NO. 511
UNITED STATES OF AMERICA

POSTAL REGULATORY COMMISSION

WASHINGTON, DC 20268-0001

Before Commissioners:
Ruth Y. Goldway, Chairman;

Tony L. Hammond, Vice Chairman;
Mark Acton;

Dan G. Blair; and
Nanci E. Langley
Canada Post-United States Postal Service


Docket No. MC2010-33
Contractual Bilateral Agreement for Inbound

Competitive Services

Minor Classification Change

NOTICE AND ORDER CONCERNING CLASSIFICATION CHANGES

(Issued August 9, 2010)

On August 2, 2010, the Postal Service filed a notice with the Commission pursuant to 39 CFR 3020.90 et seq. concerning a classification change for the Canada Post-United States Contractual Bilateral Agreement for Inbound Competitive Services (Bilateral Agreement or Agreement).

In Order No. 376, the Commission added the Canada Post-United States Postal Service Contractual Agreement for Inbound Competitive Services to the competitive product list.  The Bilateral Agreement covers parcels arriving in the United States by surface transportation rather than air.  Governors’ Decision No. 09-16.
  The Bilateral Agreement also covers Xpresspost, a Canadian service for documents, packets, and light-weight packages.  Id.  The current Bilateral Agreement allows Canada Post to tender surface parcels and Xpresspost to the Postal Service at negotiated prices rather than the default prices set by the Universal Postal Union.  Id.  The current Bilateral Agreement is effective January 1, 2010 and continues until December 31, 2011.  Id., Attachment 3.

Under the Bilateral Agreement, inbound competitive mail currently subject to negotiated surface parcel post prices is handled in the U.S. (surface) Parcel Post network.  Beginning August 23, 2010, the Postal Service proposes that such inbound competitive mail will be subject to the negotiated prices established for Xpresspost items in the Bilateral Agreement and upgraded and handled as Priority Mail.  Id. at 2.  Additionally, the Postal Service states a small volume of residual Xpresspost items would be accepted at the current Xpresspost merchandise and document rates until December 31, 2010.  Id.
To give effect to the changes, the Postal Service proposes to modify the current provision in the draft Mail Classification Schedule (MCS) by adding language to describe the effect of the service upgrade to items identified by Canada Post as Expedited Parcels.  Notice at 2-3.  Substantively, Expedited Parcels will be subject to Xpresspost merchandise rates beginning August 23, 2010.  The Postal Service also provides a description of a “hybrid” of Expedited Parcels and Xpresspost, applicable to the small volume of residual Xpresspost expected until December 31, 2010.  Id. at 3.  The Postal Service relates that beginning January 1, 2011, the classification will only include Expedited Parcels subject to Xpresspost merchandise rates.  Id.

The Postal Service’s Notice advances reasons for the proposed change, including the change in classification for Xpresspost items, its dissimilarity with surface parcels and Canada Post’s larger volume and decision not to use the surface parcels network.  It also asserts that the proposed changes comport with Governors’ Decision No. 09-16 and that they do not result in the addition, removal or transfer of a new product.  Accordingly, it states has not filed under part 3020.31.  Id. at 4.
The Postal Service also contends that the financial effects of the minor classification change are in compliance with 39 U.S.C. 3633(a).  Id.  It has provided financial supporting documentation under seal to demonstrate the impact of the upgrade associated with Expedited Parcels.  Id., Attachment 2.
The Postal Service further states that in future filings it intends to provide notice of another service upgrade for items received currently as Xpresspost.  Id. at 5.  It relates that after August 23, 2010, the proposed effective date of the instant modification, it will handle Xpresspost items in the Inbound Express Mail Service (EMS) network and make essentially two adjustments to address the rates for the rest of 2010 and calendar year 2011.  Id. at 5-6.  First, the Postal Service states that for the balance of calendar year 2010, it will assign Xpresspost items to “tier 1” rates paid by EMS Cooperative members, and make other changes including reporting of aggregate Canada-origin volumes with other EMS volume until Quarter 1 of Fiscal Year 2011.  Id.  Thereafter, for Xpresspost received in 2011 in the EMS network, it states that if Canada Post EMS rates are different than other postal operators it will be treated as a separate product on the MCS.  It intends to reflect those changes in a filing with the Commission to give effect to the calendar year 2011 rates.  Id. at 6.
The Postal Service asserts these classification changes are consistent with the requirements of 39 U.S.C. 3642, and further urges the Commission to accept the changes no later than August 20, 2010.  Id. at 7.

Pursuant to 39 CFR 3020.92, the Commission provides notice of the Postal Service’s filing and affords interested persons an opportunity to express views and offer comments on whether the proposed classification change is inconsistent with 39 U.S.C. 3642.  Comments are due August 16, 2010.

Section 3020.91 requires the Postal Service to file notice of the proposed change with the Commission no less than 15 days prior to the effective date of the proposed change.  The Notice states that the classification changes are to become effective at 12:01 a.m. on August 23, 2010.

The Commission appoints Paul L. Harrington to serve as Public Representative in this docket.

It is Ordered:

1. The Commission establishes Docket No. MC2010-33 for consideration of the matters raised in this docket.

2. Pursuant to 39 U.S.C. 505, Paul L. Harrington is appointed to serve as officer of the Commission (Public Representative) to represent the interests of the general public in these proceedings.
3. Comments by interested persons in this proceeding are due no later than August 16, 2010.

By the Commission.

Shoshana M. Grove

Secretary






� Notice of United States Postal Service of Proposed Minor Classification Change Concerning Canada Post-United States Postal Service Contractual Bilateral Agreement for Inbound Competitive Services, August 2, 2010 (Notice).


� See Docket Nos. MC2010-14 and CP2010-13, 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, and Notice of Filing (Under Seal) the Enabling of Governors’ Decision and Agreement, November 25, 2009, Decision of the Governors of The United States Postal Service on the Establishment of Prices and Classifications for Canada Post-United States Postal Service Contractual Bilateral Agreement for Inbound Competitive Services, November 18, 2009 (Governors’ Decision No. 09-16).


� The Postal Service notes that the proposed language does not address additional changes to the Xpresspost service it intends to handle in a separate filing.






