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I. SUMMARY

The Public Representative hereby provides comments pursuant to Order No. 2632.[footnoteRef:1]  In that Order, the Commission established the above referenced docket and invited comments from interested parties, including the undersigned Public Representative, on the Postal Service’s filing requesting changes in rates not of general applicability for Inbound EMS 2.  The Public Representative hereby comments on the Notice[footnoteRef:2] filed by the Postal Service. [1:   Notice and Order Concerning Changes in Rates For Inbound EMS2, August 3, 2015 (Order).]  [2:   Notice of the United States Postal Service of Filing Changes in Rates Not of General Applicability for Inbound EMS 2, July 31, 2015 (Notice).] 

The Public Representative observes that the Postal Service’s Notice comports with the provisions of 39 U.S.C. § 3633 and 39 C.F.R. § 3015.5.  The Notice provides Inbound EMS 2 rates not of general applicability that will cover costs and the required contribution to institutional costs.  The rates appear to be beneficial to the Postal Service, the contract partner and the general public.


II. DISCUSSION

	In the Postal Service’s filing, the Postal Service provided materials pertinent to the new Inbound EMS 2 rates.  If the Commission approves the rates, they will become effective January 1, 2016. 
	The Governors’ Decision No. 08-20 established the classification for Tier 1 and Tier 2 rates.  Subsequently, the Governors adopted Decision No. 11-6.[footnoteRef:3]  Both Decisions serve as the basis for the rates adopted in connection with this filing.  Notice at 2.  The Postal Service incorporates by reference the materials and basic explanations for Inbound EMS 2 filed in Docket No. CP2009-57.  Id at 4. Additionally, in Docket No. CP2013-77, the Postal Service advised the Commission of a pricing separation of Tier 1 for Pay-for-Performance members into Tiers 1a and 1b. Id. [3: 	 Decision of the Governors of the United States Postal Service on the Establishment of Prices and Classifications for Domestic Competitive Agreements, Outbound International Competitive Agreements, Inbound International Competitive Agreements and Other Non-Published Competitive Rates (Governors’ Decision No. 11-6).] 

	The Postal Service proposes new rates for Inbound EMS 2 countries.  Tier 1a prices are available to EMS Cooperative members that participate in Pay-for-Performance.  Tier 1b prices offer a range of discounts from Tier 1a prices to any EMS Cooperative member that participates in Pay-for-Performance and agrees to grant a reciprocal discount from the charges for delivery of U.S.-origin EMS items in the territory served by such a member.  Id.  Tier 2 rates are available to all other countries not in either Tier 1a or Tier 1b.

III. COMMENTS

	The Public Representative has reviewed the Postal Service’s documentation filed
both publically and under seal. Based upon that review, the Public Representative
concludes that proposed Inbound EMS 2 rates satisfy the requirements of 39 U.S.C. §3633(a). 
	Requirements of 39 U.S.C. § 3633. Pursuant to 39 U.S.C. § 3633(a), the Postal
Service’s competitive prices must: (1) not result in the subsidization of competitive
products by market dominant products; (2) ensure that each competitive product
covers its attributable costs, and (3) that all competitive products collectively contribute
an appropriate share to the institutional costs of the Postal Service. Based on a
review of the financial model filed under seal with the Postal Service’s Notice, it appears
that the rates, in total, for Inbound EMS 2 should generate sufficient revenues to cover costs and provide an appropriate share to the institutional costs of the Postal Service.
Pay-for-performance (PFP). In accordance with the Commission Order No. 2140, the Postal Service provided the most recent annual EMS PFP Plan available, the 2013 annual Report Card and the Report Card for the first quarter of CY 2015. In addition, the Postal Service included information on whether it was assessed PFP penalties in the most recent calendar year for which annual performance results are available, which was 2013. 
	Although the Postal Service acknowledged incurring penalties for CY 2013[footnoteRef:4], it did not include a PFP penalty factor in its revenue projections. The Postal Service characterized any penalties that might be assessed in CY 2016 as de minimis. Based on the CY 2015 first quarter Report Card, it is unlikely that the Postal Service will pay no penalty in CY 2016. Therefore omitting the PFP penalty factor from its projection of revenue is unjustified. While the Postal Service is likely to incur penalties in CY 2016, such penalties are likely to be relatively small and will not hinder the ability Inbound EMS 2 product to cover costs. Nonetheless, the Commission should direct the Postal Service to include penalties in its financial models whenever past performance indicates that the Postal Service will likely incur a penalty, even if its effect on cost coverage is small.  [4:  Order No. 2140, at 5.] 

The Public Representative submits the preceding comments for the Commission’s consideration. 
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