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Summary

* The Universal Postal Union plays a special role in international
customs and security issues because it combines governmental
and commercial functions.

 The UPU has developed a “Postal Customs Model” that results in
the application of customs and security laws to Posts in a different
manner than to other international delivery services.

* The future of the Postal Customs Model is clouded by operational,
legal, and competitive fairness issues.



The special role of the UPU derives from
its combination of governmental and
commercial functions.



Basic points

1) The UPU is an intergovernmental organization.

2) The UPU is also a trade association dominated by commercial
package delivery services (who are also Posts).

3) Since 1994, the UPU’s combination of governmental and
commercial functions has substantially strengthened by the rise
of the Postal Operations Council.



The UPU is an intergovernmental organization

 UPU was established by
Convention agreed by 21
countries in 1875.

 UPU is the second oldest
intergovernmental organization.

* In1875:

— All Posts were government
monopolies.

— The Posts conveyed letters,
commercial papers, and printed
matter.

President Ulysses S. Grant



The UPU has evolved in major respects

Evolution of the UPU
1875 1895 1915 1935 1955 1975 1995 2015
\ J\ )\ )
| | |
Non-political union: UN agency: increasingly Increasing focus on
managed by small Swiss staff political and bureaucratic competition: UPU
with elected Sec. Gen. dominated by
and Exec. Council commercial Posts

* The UPU was a non-political coordination mechanism until 1945.

e After 1945, the UPU became more political due to (1) association with
the United Nations and (2) addition of many small, new countries.

* Since 1984, the UPU has become more commercial due to
competition from private companies and electronic alternatives.

* Today, UPU is rapidly shifting from letters to e-commerce packages.



UPU decisions are based on politics, not economics

Fig. 1. UPU members by increasing share of international post, 2011
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Terminal dues

 Terminal dues are the fees that Posts pay each for the delivery of
inbound international “letter post” items.

* Letter post consists of documents and packages up to 2 kg (4.4 Ib)
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Terminal dues

* Terminal dues were introduced in 1969 because many Posts
received much more mail than they sent out.

* In 1969, terminal dues were set by political agreement between
net exporters (mainly industrial countries) and net importers
(mainly developing countries) at a low rate per kilogram.

* Terminal dues were not related to actual costs:

— The rate per kg did not vary with the number of items per kg.

— The rate did not vary according the costs per destination country.
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Growth in UPU membership, 1875 to 2014
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2) The UPU is also a commercial trade association

Doha 201201
Postal Strategy

Business Plan: "Doha Postal Strategy” s

 Modernize and diversify postal
products and services.

e Stimulate market growth through the
use of new technologies.

 Facilitate international e-commerce.

* Continue development of postal }g;% gl TS ey
networks along three dimensions
(physical, electronic, financial)

* Increase postal integrity and security
and facilitate customs processes [of
Posts].

= | UNIVERSAL
&)[E]e

UNION
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UPU’s main “products”

Item type Postal Customs
Model

1. Letter Post

— Small letters (E)
— Flats (G)

— Small packets (E)
2. Parcel Post

3. EMS

Document

Document
Package
Package
Package

2 kg
2 kg
2 kg
20 kg
30 kg

Yes

Yes
Yes
Yes

Yes
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Small packets are the key UPU package product

6%
5%

89%

Source: POCC 1 PDMG 2011.1-Doc 4.Annexe 1 (2011)

About 900 million
postal packages, 2011

B Small packets (letter post)
M Parcels (parcel post)

EMS (express)
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Posts are being transformed into package services

e
PosT M EUROP
kSt

Postal operators are not “Mail companies” any more

Growing parcel markets soon to be bigger Operator tipping point’
than mail for typical country will be in the coming 10 years
Revenue B i
- |
Parcel market 9 9baj. T
Asia Pacific
North America
= Europe
Parcel bigger Typical operator FAUIS{rE,'['i‘am =5
than mail target parcel )
revenue Spain
Operator Canada
- Tipping point'
il B2C market Sy
- MNetherlands

New Zealand
Mail

Japan
1 B2C bigger USA
than mail
= UK
France
| | ] | | | | | 1
2006 2010 2014 2018 2022 2026 End of arrow indicates tipping point’

Year

1. Tipping point calculated at point where 709 marketshare of enlarged B2C CEP market + 1096 marketshare in B2B CEP market is larger than mail market
Source: |IPC, BCG analysis Source: IPC

Lz N Z N
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Shift to packages is faster for international services
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The number of letter post
items is in decline.

However, the average weight
of an item increases.

Average annual variation

1990-2000 2000-2010

2010-2012  2012-2013

= Domestic service

= International service

UPU, Bern, October 2014
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USPS is a competitive international package service

U.S. Postal Service
international
revenues, 2013

(Smil)

Competitive
services are 20%
of domestic
revenues

Competitive services are predominantly outbound package services: small packet, parcel post, EMS.

Market dominant services include significant revenue from inbound small packet and parcel businesses

that are generated by foreign posts in competition with private operators in origin countries despite

PRC classification as "market dominant". 18



"E-commerce posts" are growing rapidly

E-commerce small packets from

China to the US increased 182% THE FUTURE
from from 2011 to 2012 (9.5 to OF POST —
26.8 mil). L2}

Singapore Post international mail
revenue increased 53% from

FY 2012 to FY 2014, mostly due to =\
e-commerce

Alibaba bought 10% of Singapore
Post in May 2014.
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UPU is promoting e-commerce for all Posts

Mar 2014 - 2
day conference

World Customs
Org., Int’|
Telecomm
Union, UNCTD

Alibaba, major
e-tailers

UPU strategies
for facillititating
postal e-
commerce
servcies

Fulfilling the global E-commerce promise
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Rise of the Postal Operations Council, 1994 - present

* Decline of the UPU Congress
— Congress meets every 4 years.

— Congress adopts only a bare-bones
version of Universal Postal Convention

— Congress has lost authority over Letter
Post/Parcel Regulations.

* Rise of Postal Operations Council
— Composed of 40 postal officials.

— Adopts Letter Post/Parcel Regulations,

including all significant customs measure.

— Directs all UPU commercial activities and
prepares measures for Congress.

POC is dominated by large
commercial Post who have
served 5 terms, 1994 to 2018
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Belgium
Brazil
Canada
China

Cuba

Egypt

France
Germany
Great Britain
India

Italy

Japan
Netherlands
New Zealand
Russian Federation
Spain
Switzerland

United States
21




POC oversees customs/security & commercial matters

Structure of the Postal Operations Council

Management - -
com?nimee‘ POC Plenary Consultative Committee
Chair- Japan Chair Japan = e Representatives of the POC:
ey Vice-Chair- Brazil Benin, Greece, ltaly and Spain
[ I I T T L
Committee 1 Committee 2 Committee 3 Committee 4 Committee 5 . .
(Supply Chain (Markets (Physical Services) (E-Services) (Postal Financial Direct Reporting
Integration) Development) Co-Chire: Belgium and.Canada e e Services) Bodies
Cha_\r Fr_mr.e Chair: Australla_ . Vice-Chairs: Malaysia and vi -(Sh ir- Kawait Co-Chairs: India and
Vice-Chair: United States Vice-Chair: Great Britain South Africa 1oe-Lhair: Kuwal Russian Fed

\ice-Chairs: ltaly and Kenya

Standards Board

Market Research

Products Strategy and

Integration

Products and Services

Regulations and

fe - B Development Standards
Chair: South Africa Chair: Benin Chair: Great Britain Chair Netherlands Chair- Ukraine
Operations and 3'56_“ N'Ialraketlrr;g Letter Post Interconnectivi Products and Services
Accounting Review |— Cha‘{:-sgg a g?abia Remuneration Crai nd onesi;y Development
Chair: Greece {uhchanged] Chair: Spain ) Chair: Tunisia
World Association for the Parcel Post D Kr:owiedgte 4 Partnership
Transport I— Development of Philately Remuneration evelopment an Development
Chair: Japan Chair- Russian Federation Chair- Malaysia Tr;ilnlng_ Chair- Italy
Chair: India
I
UPLU_IATA Quality Measurement Ad-hoc Group on

Contact Committee

Postal Security
Chair: United States

UPU-ICAO
Contact Committee

Customs
Chair: Canada

UPU-WCO
Contact Committee

Addressing
Chair: Saudi Arabia

Applied Postal
Economics and Statistics
Chair: Switzerland

MSME Business
Development 3
Chair: Brazil

and Improvement

(Letter Post)
Chair: Australia

Partnership and Capacity
Building
Chair: Algeria

Quality of Service Link
User Group
Chair: Denmark

Creation of the Postal
Payment Services
User Group
Chair: India

E-Commerce
Chair: Brazil

Quality Measurement
and Improvement

— (Parcel Post)

Chair: Norway

' Members: POC Chair and Vice-Chair, committee chairs and vice-chairs.
2 User-funded subsidiary body.
3 Created by the 2013.1 POC session.

EMS Cooperative2
1 Chair: France

[ | Quality of Service Fund
Chair: Switzerland

— UPU*Clearing User
Group?
Chair: Denmark

Telematics Cooperative?
Chair: Italy
{unchanged)

_post Group?
Chair: Italy
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The UPU has developed a “Postal
Customs Model” that results in the
application of customs and security laws
to Posts in a different manner than to
other international delivery services.

23



Basic points

1)

2)

3)

The “Postal Customs Model” originated in the far different
conditions of the 1920s.

The UPU recognizes that customs and security procedures are
critical to Postal participation in the rising e-commerce markets.

The modern Postal Customs Model includes several elements,
which distinguish “postal customs” from “normal customs”.



1) “Postal customs” concepts originated in the 1920s

“Customs labels” were introduced in
the 1924 UPU Convention.

DOUA&'E
Evaut&raoumt otlieny

C1 and C2 forms were introduced
in the 1929 UPU Convention.

e,

e e,

LIET P EXPRDITION

Small packet service was added
in 1929 on a voluntary basis.

e

S

‘ T
O
anesanmen —

ADMNIBTRAT!ON pES POSTES

_______________

(Dlaersiogs; P—
DECLARATION EN DUw e —

“The Administrations do not
assume any responsibility

M.....-.....---...“.--.........

. VALEDR

| \ S |
Nombre Esphoe

on account of customs 4

I

declarations.” (1924 Conv).
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But the 1920s was a different time




2) Today, E-commerce is the key to the Posts.. . .

The rise of E-commerce

The Kahala Postal Group experience
2009-2013

Michael Cope, Australia KPG Board Member

Vi

THE POWER TO DELIVER
Confidential Information — Not for Release




. . . and customs/security is the key to e-commerce

POC Customs
UNIVERSAL Group. Mar

=
A. | POSTAL 2014
= | UNION

International E-commerce —
Posts-Customs issues

+ Efficient Post — Customs interface at a national level

* Pre-advice - data sharing across supply chain

« Conformance

« Clearance time, taxes and duties, restrictions, payments
* Returns handling (logistics, refunds)

- Develop an intelligent postal network
c A based postal items

5
© UPU 2014 - All rights reserved
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Ill

3) The PCM is viewed as a legal “platform” for Posts

Doha Postal Strategy (2012) Increase postal

integrity and security
and facilitate
customs processes

Overall objective: Possible actions that could be undertaken by:

“ ’
The global postal network’s
u n I q u e fe at u re S m u St b e Ensure the security of postal transactions all along the global UPU bodies:
Poslal supply chain to guarantee the free circulation of postal Work with other intern‘.aticnal organiza.tio.ns to.
Safeg u a rd e d s e e T h e U P U Act S items. ;Z\Stf:?ergl;i;sal security standards within a single

The safety and security {including revenue protection) of the Pursue developments supporting electronic customs
postal supply chain is critical to supporting worldwide com- data, screening of mail and physical security, for the

m u St a I So be p re Se nted a s a n merce and communication. The programme will increase the benefit of postal, border and aviation security.

impertance the UPU places on this area of activity. Without Foster cooperation between the postal sector

consistency, reliability and predictability throughout the postal and regulatory bedies, including the UPU and

. .
I nte r n at I o n a I t re at I atfo r m to network, and without coordinated actions, the very concept international, regional and national bodies that are
of the single postal territory could be at risk. stakeholders in the security and integrity of mail.

Develop action plans and standards that integrate

° . . - . . )
be taken into consideration and uaries 1.5, értore, mporant o e o URU'S profle+ Devlop proggammes hatspportSegnied

and that of its restricted unions among international and operators in implementing security standards. These
L L4 national authorities and stakeholders, and work with such programmes should include methods for reviewing
re s p e cte d W h e n d efl n I n g authorities in an integrated fashion. For example, the UPU designated operators’ processes, as well as provide
and restricted unions should be seen as organizations that assistance in developing continuity and follow-up
” are ready to support developments on customs issues having plans.
c u sto m S p ro ce Ss e S an impact on postal business, both globally and regionally, « Share best practices in the field of security among
° and in cooperation with other international organizations. The designated operators.
UPU Acts must also be presented as an international treaty = Understand and clarify economic impacts of change

platform to be taken into consideration and respected when in security models.
defining customs processes. Develop and support regional training, knowledge
and expertise regarding matters related to security.

29



The PCM assumes the preeminence of UPU acts

“International universal postal
services are governed by these UPU
Acts only, irrespective of the mode
of transport (air, road, train, sea,
river) used in the postal supply chain.
This distinguishes the transport of
letter-post and parcel-post items
from the transport of common
cargo.”

POC C1 CG 2014.2 Doc 7a (2014)

REPLACES VERSION PREVIOUSLY PUBLISHED

2 |UNIVERSAL CEPC1GD2014.2-Doc7a
%’ O |POSTAL (POC C 1 CG 2014 2-Doc 7a)
2 [UNION

POSTAL OPERATIONS COUNCIL
Committee 1 (Supply Chain Integration)

Customs Group

Regulatory framework for advance electronic information regarding postal items

Memorandum by the Netherlands
(Agenda item 7a)

1 Subject Referencesiparagraphs

Regulatory framework for advance electronic information §§1t022

2 Decisions expected

- Take note of the memorandum and approve its recommendations
and principles.

- Take note of the main aspects of the future regulatory framework for | §§ 110 9
advance electronic information regarding postal items

- Decide on further steps for development of the implemenfing | §5 20to 22
provisions as provided for in article 9 of the UPU Convention

L Introduction

1 At the 2012 UPU Doha Congress, an amendment to article 9 of the UPU Convention was adopfed.
The decision was based on a proposal (209 3) submitted by 20 of the then 27 European Union member
states. The cumrent text of article 9.1 of the UPU Convention, as reproduced below, reflects a proposal by
France (20.9 4) to amend this EU proposal, but did not change it in any substantial manner.

"Article 9.1 UPU Convention

1 Member countries and their designated operators shall gbserve the security reguirements
defined in the UPU security standards and shall adopt and i a proactive security strategy at
all levels of postal operations to maintain and enhance the confidence of the general public in the
postal services, in the interests of all officials involved. This strafeqy shall. in particular, include the
principle of complying with requirements for providing electronic advance data on postal items
identified in implementing provisions (including the type of, and criteria for, postal items) adopted by
the Council of Administration and Postal Operations Council,_in_accordance with UPU technical
messaqing standards. The sirategy shall also include the exchange of information on maintaining the
safe and secure transport and transit of mails between member counfries and their designated
operators "

DOT.DCA
Ws

7.10.2014

30



The POC has established main elements of the PCM

POC Regulations. Article RL 156. Items subject to customs control

1.

8.

Items to be submitted to customs control shall bear on the front a CN 22 customs
declaration, or be provided with a tie-on label in the same form....

The use of the data from the paper CN 22 or CN 23 customs declarations provided
for in paragraph 2 above shall be restricted to processes relating to the exchange
of mail and customs formalities in respect of the export or import of postal items
and may not be used for any other purpose....

If the value of the contents declared by the sender exceeds 300 SDR, or if the
sender prefers, the items shall also be accompanied by the prescribed number of
separate CN 23 customs declarations....

Small packets shall always be provided with a customs declaration, which shall
be either the CN 22 customs declaration or the CN 23 customs declaration as
prescribed [abovel]....

31



POC Regs: CN 22 Customs Declaration

CUSTOMS ' May be opened CN 22 CN 22 (Back)
DECLARATION By .
Instructions
Designated operator ‘ Important!
See instructions To accelerate customs clearance, fill in this form in English,
. : on the back French or in a language accepted by the destination
|| Gift || Commercial sample country. If the value of the contents is over 300 SDR, you
Documents Other Tick one or more boxes must use a CN 23 form. You must give the sender’s full
Name and address on the front of the item.
Quantity and detailed description Weight
of contents (1) (inkg) (2) | Value 3) (1) Give a detailed description, quantity and unit of mea-
surement for each article, e.g. 2 men’s cotton shirts, espe-
cially for articles subject to quarantine (plant, animal, food
products, etc.).
2), (3), ) and (7) Give the weight and value of each
article and the total weight and value of the item. Indicate
the currency used, e.g. CHF for Swiss francs.
For commercial items only Total Total (4) and (5) The HS tariff number (B-digit) must be based
If known, HS tariff number (4) weight | value (7) on the Harmonized Commodity Description and Coding
and country of origin of goods (5) (in kg) (6) System developed by the World Customs Organization.
Country of origin means the country where the goods
originated, e.g. were produced, manufactured or assem-
|, the undersigned, whose name and address are given on the item, bled. It is recommended you supply this information and
certify that the particulars given in this declaration are correct and attach an invoice to the outside as this will assist Customs
that this item does not contain any dangerous article or articles pro- in processing the items.
hibited by legislation or by postal or customs regulations
Date and sender’s signature (8) 8) Your signature and the date confirm your liability for
the item.

Letter Post, Doha 2012, art RL 156.1 —

Size 74 x 105 mm, white or green Note. — It is recommended that designated operators indicate
the equivalent of 300 SDR in their national currency



POC Regs: CN 23 Customs Declaration (p. 1)

{Designated operator)

CUSTOMS DECLARATION CN 23

Nafs). of licence(s)

Nof(s). of certificate(s)

No. of invoice

From N Sender’s customs | No. of itern (barcode, if any) | May be opened officially Important!
Hine reference (if any) See instructions

Business on the back

Street

Postcode City

Country

To Name

Business

Street Importer’s reference (if any) (tax code/VAT No./importer code) (optional)

Postcode City Importer’s telephone/fax/e-mail (if known)

Country

T For commercial items only
Detailed description of contents (1) Quantity (2) Ne&vveght Value (5) = :
(in kg) (3) HS tariff number (7) Country of origin of goods (8)
Total gross weight (4)| Total value (6) Postal charges/Fees (9)
Category of item (10) Commercial sample Explanation: Office of origin/Date of posting
Gift | | Returned goods
Documents Other

Comments (11): (e.g.: goods subject to quarantine, sanitary/phytosanitary inspection or other restrictions)
| certify that the particulars given in this customs decla-
ration are correct and that this item does not contain any
dangerous article or articles prohibited by legislation or
by postal or customs regulations

| [ Licence (12) || Certificate (13) | Jinvoice (14) Date and sender’s signature (15)

Letter Post, Doha 2012, art RL 156.2 — Size 210 x 148 mm
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POC Regs: CN 23 Customs Declaration (p. 2)

CN 23 (back)

Instructions

You should attach this Customs declaration and accompanying documents securely to the outside of the item, preferably in an adhesive transparent envelope.
If the declaration is not clearly visible on the outside, or if you prefer to enclose it inside the item, you must fix a label to the outside indicating the presence of a
customs declaration.

To accelerate customs clearance, complete this declaration in English, French or in a language accepted in the destination country.

To clear your item, the Customs in the country of destination need to know exactly what the contents are. You must therefore complete your declaration fully and
legibly; otherwise, delay and inconvenience may result for the addressee. A false or misleading declaration may lead to a fine or to seizure of the item.

Your goods may be subject to restrictions. It is your responsibility to enquire into import and export regulations (prohibitions, restrictions such as quarantine,
pharmaceutical restrictions, etc.) and to find out what documents, if any (commercial invoice, certificate of origin, health certificate, licence, authorization for goods
subject to quarantine (plant, animal, food products, etc.) are required in the destination country.

Commercial item means any goods exported/imported in the course of a business transaction, whether or not they are sold for money or exchanged.

(1) Give a detailed description of each article in the item, e.g. “men’s cotton shirts”. General descriptions, e.g. “spare parts”, “samples” or “food products” are not
permitted.

(2) Give the quantity of each article and the unit of measurement used.

3) and (4) Give the net weight of each article (in kg). Give the total weight of the item (in kg), including packaging, which corresponds to the weight used to
calculate the postage.

(6) and (8) Give the value of each article and the total, indicating the currency used (e.g. CHF for Swiss francs).

(7) and (8) The HS tariff number (6-digit) must be based on the Harmonized Commodity Description and Coding System developed by the World Customs
Organization. “Country of origin” means the country where the goods originated, e.g. were produced/manufactured or assembled. Senders of commercial items
are advised to supply this information as it will assist Customs in processing the items.

©
1

) Give the amount of postage paid to the Post for the item. Specify separately any other charges, e.g. insurance.
(10) Tick the box or boxes specifying the category of item.

(11) Provide details if the contents are subject to quarantine (plant, animal, food products, etc.) or other restrictions.
(

12), (13) and (14) If your item is accompanied by a licence or a certificate, tick the appropriate box and state the number. You should attach an invoice for all
commercial items.

(185) Your signature and the date confirm your liability for the item.

34



EMS Cooperative: CN23 EMS Customs Declaration

—) | UNIVERSAL

A. | POSTAL
= | UNION

m @
E E 5 Name of designated operator/country of origin — National name of the service — Website
Nom de I'opérateur désigné/pays d'origine — Nom du service — Site Web
EE 000 000 456 AA 8

EMS Label (E1)/Customs Declaration (CN 23) / Etiquette EMS (E1)/Déclaration Douaniére (CN23)

SENDER / EXPEDITEUR ADDRESSEE / DESTINATAIRE

Name / Nom (4) Name / Nom (12)
Contact number / Téléphone (5) Email / Courrier électronique (6) Ref. exporter / Réf. exportateur (7) Contact number / Téléphone (13} Email / Courrier électronique (14) Ref. importer / Réf. Importateur (15)
Address / Adresse (8) Address / Adresse (16)
Postcode / Code postal (9) Postcode / Code postal (17)
City / Ville (10) Country / Pays (11) City / Ville (18) Country / Pays (19)

CUSTOMS DECLARATION / DECLARATION DOUANIERE ACCEPTANCE INFORMATION / PRISE EN CHARGE

Contents / Doc. / Met / Samples / Gin/ Rel goods/ | Do allached / nvoice/ et/ License/ 'f,;'ss"z“}':‘zg"”
Contenu (20) Doc. March. Echantillons Cadeau Ret. produits Doc. annexeés (21) Facture Certif. Permis u

I
Value (currency) / Postal fees /
Detailed description of each piece / Quantity / Weight (kg) / Country of origin /
Description défaillée du conteny (22) Quantits 23) Valour (monnale) | pojos gg(25) (S C0BV@E) | pays origing (27) | e PoStaks (B0

) Customs
e declaration
Office /

B39 including all
T customs

mandatory
Date / -
Date @ fields

Person name /
Total (28) Nom 38)

AGEME!

1 certity that the particulars given in this custom declaration are correct and that this item does not contain any dangerous article o articles prohibited by legisiation or by postal or customs regulations.  (40)

Signature /
Signature (39)

Date / Date (41) Signature / Signature (42)

© UPU 2013 - All rights reserved
Source: POC C 1 CG 2013.1-Doc 8d.Add 1.



Posts provide limited pre-arrival data

Questions 1,2,6,7
Advance info required?
Cargo versus mail; import versus export

100
8 Does the customs or civil aviation authority in your country
S 80 b require advance electronic information for:
o : Q1 cargo imported?
: Q2 cargo exported? DO entry
¢ 0 Q6 mail imported? @ Non DO
F Q7 mail exported?
O 40 412 ent ry
[ =
)]
© 20
®
(0N
0
Americas(14) West. Europe(19%) Africa(12)
E. Europe & N. Asia(1 ™) S. Asia & Oceana(23) total(85)

Region anu number of replies to questionnaire

B Q1 cargo import [] Q2 cargo e..nort Il Q6 mail import Il Q7 mail export

"West. Europe adjusted to include
replies from 2 territories

Source: UPU, POC C1 CG 2013.1 Doc 5a Annex 6 36



Global uniformity is deemed necessary

Article 9. Postal security

1.

Member countries and their designated operators shall observe the security
requirements defined in the UPU security standards and shall adopt and
implement a proactive security strategy. . . . This strategy shall, in particular,
include the principle of complying with requirements for providing electronic
advance data on postal items identified in implementing provisions . . .
adopted by the Council of Administration and Postal Operations Council. . . .

Any security measures applied in the international postal transport chain
must be commensurate with the risks or threats that they seek to address,
and must be implemented without hampering worldwide mail flows or trade
by taking into consideration the specificities of the mail network. Security
measures that have a potential global impact on postal operations must be
implemented in an internationally coordinated and balanced manner, with
the involvement of the relevant stakeholders.

37



PCM exempts Posts from customs liability

UPU Convention. Article 24. Non-liability of member countries and designated
operators

3. Member countries and designated operators shall accept no liability for customs
declarations in whatever form these are made or for decisions taken by the
Customs on examination of items submitted to customs control.

POC Regulations. Article RL 156. Items subject to customs control

12. Designated operators shall accept no liability for the customs declarations.
Completion of customs declarations shall be the responsibility of the sender
alone. However, designated operators shall take all reasonable steps to inform
their customers on how to comply ....
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Postal Customs Model

* Postal products are different. Postal shipments —including e-
commerce packages and EMS - should be treated differently from
non-postal shipments.

* Legal effect of UPU Acts. Acts of the UPU determine the rules for
postal shipments.

* Sender based. Customs entry data provided by sender’s form on
package, not by Posts.

* Simplicity. Clearance and security procedures for Postal shipments
are as simple as possible.

* Global uniformity. Clearance and security procedures for Postal
shipments must be uniform worldwide.

* Legal immunity. Posts immune from liability under customs laws.
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Practical effect of the PCM in the US

U.S. Customs Regulations

PART 145—MAIL IMPORTATIONS

Sac,
1450 Scope.

Subpart A—General Provisions

1451 Definitiona.

145.2 Mail subject to Customs examination.

1453 Opening of letter class mail; reading of
correspondance prohibdbed.

1454 Tmtiable merchandise withoot declara-
tion or invoice, prohibited merchandisa,

and merchandizse imported contrary to
law.

1455 TUndeliverable packages.
Subpart B—Requirements and Procedures

14511 Declarations of value and invodices,
145.12 Entry of merchandizsea.

14513 Imternal revenue tax on mail entries.
145,14 Marking requirements.

subpart C—Administrative Review of Mail
Enfries

145231 Administrative review.

PART 128—EXPRESS
CONSIGNMENTS

Hec.
120 Scops.

Subpart A—Genearal
1281 Definitions.

Subpar B—Adminisiration

12811 Express consipnment carrier applica-
tion process.

12812 Application approval/denial and sus-
pension of operating privileses.

12813 Application processing fee.

subpart C—Procedures

12831 Manifest requiremeants.
128.22 RBonds.

128.28% Entry requirements.

128.24 Imformal entry procedures.
128.26 Formal entry procedures.
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The future of the Postal Customs Model
is clouded by operational, legal and
competitive fairness issues.
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Basic points
1) The Postal Customs Model is inadequate for modern e-commerce

and border controls.

2) The UPU is working to improve by the Postal Customs Model to
to cure disadvantages while preserving advantages.

3) But the future of the Postal Customs Model is clouded by
operational, legal, competitive fairness issues.



1) PCM is not reliable in implementation
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Factors — the posts’ experience

EMS
Customs’
declarations
sampling at
the Office of
Exchange:

* 64 DOs
* 143 EMS
items

Source: EMS Unit—2012Q2

Provision of Customs Information

Addressee's telephone number provided

Sender's signature provided
Legibility

Acceptable language
Currency indicated

Value indicated

Detailed description provided
Category indicated

Sender’s signature section included
Acceptable language

Basic sections included
Securely attached

Identified Customs Declaration

93%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

© UPU 2013 - All rights reserved
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Customers

Posts

Customs
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Postal items often escape customs entry altogether

e Wirthlin Worldwide survey for FedEx/UPS (1999)
— 90 dutiable packages sent to US from 10 European countries via FedEx or UPS.

— 90 identical dutiable packages via the express mail service provided by foreign
postal administrations with transfer either to the USPS (63 packages) or to
express carriers (“independent contractors”) (27 packages).

Carriers Formal Informal Total No entries
entries entries entries filed
Express (90) 42.2% 46.7% 88.9% 11.1%

USPS (63) 0.0% 6.3% 6.3% 93.7%
Contractors (27) 7.4% 63.0% 70.4% 29.6%

46



PCM is not secure enough for the 21st century

The
Economist JRIZHN politics Business & finance Economics Science & technology Culture

A history of parcel bombs

Going postal

Sending explosives through the post has a long and murky history
Nov 4th 2010 | From the print edition (&) Timekeeper Like ¢ 9 Tweet - 0

PRINTER cartridges and air freight may be
new, but lethal missives are not. The
Bandbox Plot of November 4th 1712,
foiled by Jonathan Swift (author of
“Gulliver's Travels”), was an attempt to kill
Robert Harley, Earl of Oxford and Lord
Treasurer. A hatbox left at his door was
configured to fire cocked pistols when the
lid was lifted.

On January 19th 1764 a Danish diarist,
Bolle Willum Luxdorph, described perhaps
the first successful parcel bomb. A Colonel
Poulsen received a box by post. “When he
opens it, therein is to be found gunpowder
and a firelock which sets fire unto it, so he
became very injured.”

Bridgeman
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2) UPU efforts to upgrade the postal customs model

More detailed CN22 form

Original CN 22
CUSTOMS ' May be opened (SN 22
DECLARATION offcially C
Designated operator l Important!
See instructions
on the back Add “Sale of goods”
|| Gift || Commercial sample <«——1—as areason for
Documents Other Tick one or more boxes export
Quantity and detailed description Weight < Remove weight for
of contents (1) (inkg) (2) | Value (3) each line item and
only require total
weight of the pack-
age
Add columns here
<« SothatH.S. and
Country of origin
For commercial items only Total Total can be indicated per
If known, HS tariff number (4) weight | value (7) line item
and country of origin of goods (5) (in kg) (6)
- Remove this field

I, the undersigned, whose name and address are given on the item,
certify that the particulars given in this declaration are correct and
that this item does not contain any dangerous article or articles pro-
hibited by legislation or by postal or customs regulations

Date and sender’s signature (8)

Size 74 x 105 mm, white or green

Source: POC C1 CG 2014.2-Doc 4b.Annexe 1

Mock up of proposed changes with barcode

AR LE L p—
ULOB888BB14CA

CUSTOMS
DECLARATION CN 22
lImportant!

Designated operator
See instructions
on the back
Commercial sample
Other (please specify):
*Tick one or more boxes

H S tariff
number* (3)

l May be opened
officially

Gift
Documents
Sale of goods

Quantity and detailed des- | Value and

Country
cription of contents* (1) currency (2)

of origin® (4)

Total weight
Total value (5) (in kg)* (6)

I, the undersigned, whose name and address are given on the item,
certify that the particulars given in this declaration are correct and
that this item does not contain any dangerous article or articles
prohibited by legislation or by postal or customs regulations

Date and sender’s signature*

Optional

Size 74 x 105 mm, white or green
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Possible approaches to reduce the problem

Informing the customer at the post office

A one-page poster or brochure-
type could be displayed in post
offices, showing how to fill in
the customs declaration form,
including the reasons for the
information

The POC Customs Group could
develop a model of a poster
using UPU model forms CN 22
and CN 23.

Designated operators could
then use this to create their
own forms with their own logos,
etc. The poster could also be
included on the designated
operator's website.

[Section 1]

Enter the date for
the shipment

Enter the Sender's
Name

Enter the Sender's
Contact Phone Number

Filling out a Preprinted
FedEx US Airbill

N

= 0228

= 1234 5678 9101

[Section 2]

Enter your CSU, Chico
Mail Bag Code

[Section 3]

Enter the Recipient's d

information, including a
contact phone number

"t P.0. Box

[Section 4]

Choose the type of
package service you
need

[Section 5]

Choose the type of
packaging

[Section 6]

Choose any special
handling and/or delivery
oplions

o my 2y

Undeliverable to a == - melil

[Sub-Section 3]

You may choose to have
the reciplient pick-up the
shipment at a FedEx
location

1) e8485eal chargel

[Section 7]

Choose the payment
method for the shipment

Enter the number of
packages and Total
Declared Value

[FadRs latibty s Bevtoc 13 5184 Lviess
104 dechase & higher waie - Pees spah]

© UPU 2013 - All rights reserved
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Poster

Je suis un

© UPU 2013 = All rights recarvad

50



Concept image of the Advanced Data Flowchart (Postal model)

Origin Post Air Carriers
6 - CARDIT (including flag for items
N pre-advised) - .
‘\.\.;; . > o
|

1 - CN23 data
(ITMATT)
¥ l Model is built

on CN23 data
¢

4 - Referral
(CUSRSP)
| |

5- RECEPTACLE ID and ITEM ID list (option) / . \
Destination Post > Destination Border

Agencies

3 - Referral (CUSRSP or equivalent)

N § §‘ 2 - CN23 data (CUSITM or equivalent) ‘
J L )

Note: e
1. The advanced data flowchart comprises six (6) steps shown in the explanatory dialog boxes. However, this is only an initial
concept because we have several challenges to overcome (E.g., Some Posts do not always exchange CARDIT messages with
their all air carriers.

2. DNL (Do not load) and HRC (High risk cargo screening) are considered to be the representative examples of the “Referral.”
3. No referral message received by Origin Post within an agreed time indicates that item can be loaded on the plane, and the
decision regarding the “Agreed time” is our critical element so that the current worldwide mail flows will not be hampered.

7
8
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3) PCM is questionable under EU/US law

DCto DC

DCto IC 4%

Approximate division of
13%

letter post, 2014

IC = Industrialized
country
DC = Developing country

ICto DC
18%

ICto IC
65%

Source: James |. Campbell Jr.. Estimates based on UPU data and other sources. cy



EU Customs is setting security rules for postal parcels

European
Commission

Draft EU Rulemaking (cont.)

« Exemptions for letters and postcards remain

« 'Phased-in' implementation
e Starting with EMS and Parcels (1 May 2016)
e Other postal products (later implementation date)

- '"Pre-loading principle' for airmail
- Data - Use of CN23 data

« Data provision — CN23 data by Posts; conveyance
data by Air carriers (+ need to define a unique identifier
allowing Customs to determine "Which postal item is in
which receptacle and on which plane")
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But UPU is opposing EU security rules

 Widespread protest at UPU meetings in Nov 2014

— Strong protests from developing countries.

— Protests supported by many industrialized countries, including members of
the European Union.

 Dec 2014. UPU officially urges member countries to pressure EU
to stop implementation:

“The Doha Congress amended Convention article 9 in order to
introduce requirements for the provision of advance electronic
information for postal items. The Postal Operations Council is in the
process of enacting these requirements . . .

“Itis imperative that a single global solution be developed for advance
electronic information for customs and for security purposes. | urge you
to contact your national customs officials and to give your views as part
of the consultation process.”




US policy towards UPU favors competitive neutrality

"To promote and encourage unrestricted and undistorted competition in
the provision of international postal services and other international
delivery services, except where provision of such services by private
companies may be prohibited by law of the United States."

"To promote and encourage a clear distinction between governmental
and operational responsibilities with respect to the provision of
international postal services and other international delivery services by
the Government of the United States and by intergovernmental
organizations of which the United States is a member.”

39 USC 407(a)
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Limits on what the US can agree to at the UPU

"[T]he Secretary may not conclude any treaty, convention, or other
international agreement ... if such treaty, [etc.] would, with respect
to any competitive product, grant an undue or unreasonable
preference to the Postal Service, a private provider of international
postal or delivery services, or any other person.”

39 USC 407(b)(1)
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US requirements re a UPU Postal Customs Model

“With respect to shipments of international mail that are
competitive products ... that are exported or imported by the Postal
Service, the Customs Service and other appropriate Federal
agencies shall apply the customs laws of the United States and all
other laws relating to the importation or exportation of such
shipments in the same manner to both shipments by the Postal
Service and similar shipments by private companies.”

“The Secretary of State shall, to the maximum extent practicable,
take such measures as are within the Secretary’s control to
encourage the governments of other countries to make available to
the Postal Service and private companies a range of
nondiscriminatory customs procedures that will fully meet the
needs of all types of American shippers.”

39 USC §407(e)
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Substantial questions under US law

* Does the Postal Customs Model restrict or distort competition?

* Does the Postal Customs Model grant “an undue or unreasonable
preference” to the Postal Service, a private provider of
international postal or delivery services, or any other person?

* Does the Postal Customs Model result in application of the U.S.
customs and other import/export laws “in the same manner” to
competitive products of USPS and and similar shipments by
private companies?

* is the authority of the POC in the Postal Customs Model consistent
with “a clear distinction between governmental and operational
responsibilities”?



Conclusions

59



Summary

* The Universal Postal Union plays a special role in international
customs and security issues because it combines governmental
and commercial functions.

 The UPU has developed a “Postal Customs Model” that results in
the application of customs and security laws to Posts in a different
manner than to other international delivery services.

* The future of the Postal Customs Model is clouded by operational,
legal, and competitive fairness issues.



