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owed, as determined from his calcula-
tion of the variable amounts. The at-
torney is deemed to certify on his pro-
fessional responsibility that the cal-
culations are correct and will indem-
nify the employee directly for any er-
rors. All garnishments of periodic pay 
may be effectuated in accordance with 
the bi-weekly pay schedule. The Postal 
Service need not vary its pay and dis-
bursement cycles to accommodate 
withholding on any other cycle. 

(c) Neither the Postal Service, the 
Postal Rate Commission nor any dis-
bursing officer shall be liable for any 
payment made from moneys due from, 
or payable by the Postal Service or the 

Postal Rate Commission to any indi-
vidual pursuant to legal process reg-
ular on its face. 

(d) The Postal Service, the Postal 
Rate Commission, any disbursing offi-
cer or any other employee shall not be 
liable to pay money damages for fail-
ure to comply with legal process.

§ 491.9 Restrictions on garnishment. 

Garnishments under this section 
shall be subject to the restrictions in 15 
U.S.C. 1671–1677, including limits on the 
amounts which can be withheld from 
an employee’s pay and the priority of 
garnishments.

SUBCHAPTER G—POSTAGE PROGRAMS

PART 501—AUTHORIZATION TO 
MANUFACTURE AND DISTRIBUTE 
POSTAGE METERS

Sec.
501.1 Manufacturer authorization. 
501.2 Manufacturer qualification. 
501.3 Changes in ownership or control. 
501.4 Burden of proof standard. 
501.5 Suspension and revocation of author-

ization. 
501.6 Specifications. 
501.7 Test plans. 
501.8 Submission of each model. 
501.9 Security testing. 
501.10 Meter approval. 
501.11 Conditions for approval. 
501.12 Suspension and revocation of ap-

proval. 
501.13 Reporting. 
501.14 Administrative sanction on report-

ing. 
501.15 Materials and workmanship. 
501.16 Breakdown and endurance testing. 
501.17 Protection of printing dies and keys. 
501.18 Secure destruction. 
501.19 Destruction of meter stamps. 
501.20 Inspection of new and rebuilt meters. 
501.21 Keys and setting equipment. 
501.22 Distribution facilities. 
501.23 Distribution controls. 
501.24 Administrative sanction. 
501.25 Meter replacement. 
501.26 Inspection of meters in use. 
501.27 Meters not located. 
501.28 Repair of internal mechanism. 
501.29 Computerized remote postage meter 

resetting. 
501.30 Licensee information.

AUTHORITY: 5 U.S.C. 552(a); 39 U.S.C. 101, 
401, 403, 404, 410, 2601, 2605; Inspector General 
Act of 1978, as amended (Pub. L. 95–452, as 
amended), 5 U.S.C. App. 3.

SOURCE: 60 FR 30726, June 9, 1995, unless 
otherwise noted.

§ 501.1 Manufacturer authorization. 
Any person or concern seeking au-

thorization to manufacture and dis-
tribute postage meters must submit a 
request to the Postal Service in person 
or in writing. Upon qualification and 
approval, the applicant is authorized in 
writing to manufacture meters and to 
lease them to persons licensed accord-
ingly by the Postal Service. The Postal 
Service may specify the functional 
area charged with processing the appli-
cation and administering its meter pro-
gram.

§ 501.2 Manufacturer qualification. 
Any concern wanting authorization 

to manufacture and/or lease postage 
meters for use by licensees under Do-
mestic Mail Manual P030.1.2 must: 

(a) Satisfy the Postal Service of its 
integrity and financial responsibility; 

(b) Obtain approval of at least one 
meter model incorporating all the fea-
tures and safeguards specified in § 501.6; 

(c) Have, or establish, and keep under 
its supervision and control adequate 
manufacturing facilities suitable to 
carry out the provisions of §§ 501.15 
through 501.20 to the satisfaction of the 
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Postal Service (such facilities must be 
subject to unannounced inspection by 
representatives of the Postal Service); 
and 

(d) Have, or establish, and keep ade-
quate facilities for the control, dis-
tribution, and maintenance of meters 
and their replacement when necessary.

§ 501.3 Changes in ownership or con-
trol. 

Any person or concern wanting to ac-
quire ownership or control of an au-
thorized postage meter manufacturer 
must provide the Postal Service with 
satisfactory evidence of that person’s 
or concern’s integrity and financial re-
sponsibility.

§ 501.4 Burden of proof standard. 
The burden of proof is on the Postal 

Service in adjudications of suspension 
and revocation under §§ 501.5 and 501.12 
and administrative sanctions under 
§§ 501.14 and 501.23. Except as otherwise 
indicated in those sections, the stand-
ard of proof shall be the preponderance-
of-evidence standard.

§ 501.5 Suspension and revocation of 
authorization. 

(a) The Postal Service may suspend 
and/or revoke authorization to manu-
facture and/or distribute any or all of a 
manufacturer’s postage meters if the 
manufacturer engages in any unlawful 
scheme or enterprise, fails to comply 
with any provision in this part 501, or 
fails to implement instructions issued 
in accordance with any final decision 
issued by the Postal Service within its 
authority over the meter program. 

(b) The decision to suspend or revoke 
a manufacturer’s authorization shall 
be based on the nature and cir-
cumstances of the violation (whether 
the violation was willful, whether the 
manufacturer voluntarily admitted to 
the violation, whether the manufac-
turer cooperated with the Postal Serv-
ice, whether the manufacturer imple-
mented successful remedial measures) 
and on the manufacturer’s performance 
history. Before determining whether a 
manufacturer’s authorization to manu-
facture and/or distribute meters should 
be revoked, the procedures in para-
graph (c) of this section shall be fol-
lowed. 

(c) Suspension in all cases shall be as 
follows: 

(1) Upon determination by the Postal 
Service that a manufacturer is in vio-
lation of the provisions in this part 501, 
the Postal Service shall issue a written 
notice of proposed suspension citing de-
ficiencies for which suspension of au-
thorization to manufacture and/or dis-
tribute a specific meter or class of me-
ters may be imposed under paragraph 
(c)(2) of this section. Except in cases of 
willful violation, the manufacturer 
shall be given an opportunity to cor-
rect deficiencies and achieve compli-
ance with all requirements within a 
time limit corresponding to the poten-
tial risk to postal revenue. 

(2) In cases of willful violation, or if 
the Postal Service determines that the 
manufacturer has failed to correct 
cited deficiencies within the specified 
time limit, the Postal Service shall 
issue a written notice setting forth the 
facts and reasons for the decision to 
suspend and the effective date if a writ-
ten defense is not presented as provided 
in paragraph (d) of this section. 

(3) If, upon consideration of the de-
fense as provided in paragraph (e) of 
this section, the Postal Service deems 
that the suspension is warranted, the 
suspension shall remain in effect for up 
to 90 days unless withdrawn by the 
Postal Service, as provided in para-
graph (c)(4)(iii) of this section. 

(4) At the end of the 90-day suspen-
sion, the Postal Service may: 

(i) Extend the suspension in order to 
allow more time for investigation or to 
allow the manufacturer to correct the 
problem; 

(ii) Make a determination to revoke 
authorization to manufacture and/or 
distribute the manufacturer’s meters 
in part or in whole; or 

(iii) Withdraw the suspension based 
on identification and implementation 
of a satisfactory solution to the prob-
lem. Manufacturer suspensions may be 
withdrawn before the end of the 90-
day period if the Postal Service deter-
mines that the manufacturer’s solution 
and implementation are satisfactory. 

(d) The manufacturer may present 
the Postal Service with a written de-
fense to any suspension or revocation 
determination within 30 calendar days 
of receiving the written notice (unless 
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a shorter period is deemed necessary). 
The defense must include all sup-
porting evidence and state with speci-
ficity the reasons for which the order 
should not be imposed. 

(e) After receipt and consideration of 
the defense, the Postal Service shall 
advise the manufacturer of the decision 
and the facts and reasons for it. The 
decision shall be effective on receipt 
unless it provides otherwise. The deci-
sion shall also advise the manufacturer 
that it may appeal that determination 
within 30 calendar days of receiving 
written notice (unless a shorter time 
frame is deemed necessary), as speci-
fied therein. The appeal must include 
all supporting evidence and state with 
specificity the reasons the manufac-
turer believes that the decision is erro-
neous. 

(f) An order or final decision under 
this section does not preclude any 
other criminal or civil statutory, com-
mon law, or administrative remedy 
that is available by law to the Postal 
Service, the United States, or any 
other person or concern.

§ 501.6 Specifications. 
Postage meters must incorporate all 

the following features and safeguards: 
(a) A postage meter is the postage 

printing die and postage registering 
mechanism of a mailing machine. It 
may be integral with the mailing ma-
chine or separable. In either case, the 
licensee must be able to take the meter 
to the post office for setting or exam-
ination. 

(b) A meter may be capable of print-
ing one denomination of postage and 
registering the number of such impres-
sions made (single denomination), or it 
may be capable of printing varying de-
nominations and registering either 
multiples of the smallest unit printed 
(multidenomination) or the currency 
value of the impressions made 
(omnidenomination). The printing die 
or dies, counters, and counteractuating 
mechanism must be inseparable from 
the meter, except by the manufacturer. 

(c) In each meter, there must be two 
accurate and dependable counting de-
vices: one ascending and registering 
the total imprinted, the other descend-
ing and registering the unused postage 
balance. The descending register must 

actuate a locking mechanism that pre-
vents further operation of the meter 
after the register descends to zero or 
an amount less than the largest de-
nomination printable in one operation. 
In electronic meters, the locking de-
vice must prevent printing if the 
amount to be printed reduces the de-
scending register to less than zero. The 
construction of the descending register 
must allow the post office to set any 
amount of postage or number of im-
pressions within its capacity, prepaid 
by the licensee. 

(d) The entire meter must be encased 
in a substantial housing to which un-
authorized access cannot be gained 
without creating obvious damage. The 
descending register must be accessible 
to the post office by a door equipped 
with a suitable lock and with provision 
for a post office seal. The requirement 
that accessibility to the descending 
register be restricted does not apply to 
Computerized Remote Postage Meter 
Resetting System electronic meters 
that have no access to the descending 
register of the meter. Descending reg-
isters on this type of meter are reset 
electronically by coded input only. The 
ascending register and all other compo-
nents must be so shielded as not to be 
accessible even when the door is open. 
The readings of both registers must be 
easily obtainable at any time between 
operations, by visibility through closed 
windows, by imprint on tape or card, or 
by a combination of the two methods. 
The construction of the housing must 
make it impossible to alter the read-
ings of the ascending register except by 
normal operation or impossible to gain 
access to the internal components, ex-
cept for setting the descending register 
under § 501.20(c), without mutilation. 

(e) The printing die must either con-
form in design to one already in use or 
be approved by the Postal Service. The 
die must include the serial number of 
the meter and identification of the 
manufacturer, and the die must be so 
constructed or shielded that it is not 
practically possible without proper 
registration in the ascending and de-
scending register to obtain imprints 
fraudulently. The die must be attached 
to the meter in a manner (such as with 
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breakoff screws) that it is not prac-
ticable to remove or replace the die 
fraudulently. 

(f) The meter die must include a post-
mark to print the name of the city and 
state from which mail is dispatched 
and the date of mailing, except as spec-
ified by the Postal Service. Informa-
tion that must appear in the meter 
postmark and the location of that post-
mark must be as specified by the Post-
al Service. 

(g) A meter may be designed to print 
a meter slogan or ad plate to the left 
of, and next to, the postmark. The size 
and position of a meter slogan or ad 
plate must not interfere with or ob-
scure the meter stamp or postmark, 
and it must be possible to install the 
plate easily without exposing the 
meter stamp die. Plates must be made 
of suitable, durable material that does 
not soften or disintegrate while in use. 
Plates must be well-fitted and so se-
curely fastened to the printing mecha-
nism that they do not become loose or 
detached or otherwise interfere with 
proper operation of a meter. 

(h) The entire meter must be of suffi-
ciently solid, substantial, and depend-
able construction that protects the 
Postal Service amply against loss of 
revenue from fraud, manipulation, 
misoperation, or breakdown. 

(i) In addition to the features and 
safeguards above, electronic meters 
must: 

(1) Have either nonvolatile ascending 
and descending registers or a solid-
state memory that stores the data for 
the ascending and descending registers. 
Solid-state memories that rely on ap-
plied voltage for memory retention 
must be powered by batteries with a 
minimum support life of 5 years from 
the date of battery renewal with no ex-
ternal power applied and with suffi-
cient redundancy to be self-checking. 

(2) Be able to display the amounts in 
both the ascending and the descending 
registers (not necessarily at the same 
time). 

(3) Be able to display, free from acci-
dental changes, the next amount of 
postage to be printed. 

(4) Be resettable by Postal Service 
employees, preferably without cus-
tomized equipment. 

(5) Contain a fault-detection device 
for computational security that auto-
matically locks out the meter and pre-
vents printing of additional postage in 
the event of malfunction. 

(6) Meet Postal Service test specifica-
tions in United States Postal Service 
Specification, Postage Meters, Elec-
tronic, Postal Service-M–942 (RDC). 
Persons wanting to manufacture elec-
tronic meters may obtain a copy of 
this Postal Service test specification 
from Postal Service Headquarters. 

(j) Auxiliary equipment required for 
the operation of the meters must be 
part of the final production models 
submitted for Postal Service approval. 
Failure of the auxiliary equipment, 
which could cause malfunction in 
meter operation, is considered the 
same as a meter failure.

§ 501.7 Test plans. 

To receive Postal Service approval, a 
postage meter must be tested. Manu-
facturers of electronic meters must 
submit a detailed test plan to the Post-
al Service for approval at least 60 days 
before conducting the tests. The test 
plan must include tests that, if passed 
by a meter, prove compliance by the 
meter with all postal requirements. 
The test plan must list the parameters 
to be tested, test equipment, proce-
dures, test sample sizes, and test data 
formats. Also, the plan must include 
detailed descriptions, specifications, 
design drawings, schematic diagrams, 
and explanations of the purposes of all 
special test equipment and non-
standard or noncommercial instrumen-
tation.

§ 501.8 Submission of each model. 

Each meter model proposed for man-
ufacture must be approved by the Post-
al Service after testing at the manu-
facturer’s expense. A preliminary 
working model that meets the speci-
fications in § 501.6 may be submitted for 
tentative approval. No meter of any 
model may be distributed or used for 
postage payment until a complete unit 
made to production drawings and speci-
fications is submitted, tested, and ap-
proved, unless authorized for prelimi-
nary field testing.
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§ 501.9 Security testing. 

The Postal Service reserves the right 
to require or conduct additional exam-
ination and testing at any time, with-
out cause, of any meter submitted to 
the Postal Service for approval or ap-
proved by the Postal Service for manu-
facture and distribution.

§ 501.10 Meter approval. 

As provided in § 501.13, the manufac-
turer has a duty to report security 
weaknesses to the Postal Service to en-
sure that each meter model and every 
meter in service protects the Postal 
Service against loss of revenue at all 
times. A grant of approval of a model 
does not constitute an irrevocable de-
termination that the Postal Service is 
satisfied with the revenue-protection 
capabilities of the model. After ap-
proval is granted to manufacture and 
distribute a meter, no change affecting 
the basic features or safeguards of a 
meter may be made except as author-
ized or ordered by the Postal Service in 
writing.

§ 501.11 Conditions for approval. 

(a) The Postal Service may require, 
and reserves future rights to require, 
that production models of approved 
meters be deposited with the Postal 
Service. 

(b) The manufacturer must provide 
copies of resetting and inspection 
media to each licensing post office be-
fore distribution. The contents of the 
media must explain how the meter is 
reset and describe any special or 
unique features of the meter. The man-
ufacturer must also provide a training 
video for any new metering product 
that includes an explanation of how 
the device is reset as well as rec-
ommended methods for detecting evi-
dence of tampering. 

(c) As a condition of approval, the 
manufacturer has a continuing obliga-
tion to provide the Postal Service with 
copies of service manuals and updates 
to setting instructions. The manufac-
turer must also promptly provide Re-
tail Systems and Equipment, Postal 
Service Headquarters, with any addi-
tional documentation on request. 

(d) On request by the Postal Service, 
additional meters must be submitted 

to the Postal Service for testing, at the 
expense of the manufacturer.

§ 501.12 Suspension and revocation of 
approval. 

(a) The Postal Service may suspend 
meter approval under § 501.10 if the 
Postal Service has probable cause to 
believe that a manufacturer’s meter or 
class of meters poses an unreasonable 
risk to postal revenue. Suspension of 
approval to manufacture or distribute 
a meter or class of meters in whole or 
in part shall be based on the potential 
risk to postal revenue. Before deter-
mining whether approval of a meter or 
class of meters should be revoked, the 
procedures in paragraph (b) of this sec-
tion shall be followed. 

(b) Suspension in all cases shall be as 
follows: 

(1) Upon determination by the Postal 
Service that a meter poses an unrea-
sonable risk to postal revenue, the 
Postal Service shall issue a written no-
tice of proposed suspension citing defi-
ciencies for which suspension may be 
imposed under paragraph (b)(2) of this 
section. The manufacturer shall be 
given an opportunity to correct defi-
ciencies and achieve compliance with 
all requirements within a time limit 
corresponding to the potential risk to 
postal revenue. 

(2) If the Postal Service determines 
that the manufacturer has failed to 
correct cited deficiencies within the 
specified time limit, the Postal Service 
shall issue a written notice setting 
forth the facts and reasons for the deci-
sion to suspend and the effective date if 
a written defense is not presented as 
provided in paragraph (c) of this sec-
tion. 

(3) If, upon consideration of the de-
fense as provided in paragraph (d) of 
this section, the Postal Service deems 
that the suspension is warranted, the 
suspension shall remain in effect for up 
to 90 days unless withdrawn by the 
Postal Service, as provided in para-
graph (b)(4)(iii) of this section. 

(4) At the end of the 90-day suspen-
sion, the Postal Service may: 

(i) Extend the suspension in order to 
allow more time for investigation or to 
allow the manufacturer to correct the 
problem; 
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(ii) Make a determination to revoke 
the approval of the manufacturer’s 
meter or class of meters; or 

(iii) Withdraw the suspension based 
on identification and implementation 
of a satisfactory solution to the prob-
lem. Manufacturer suspensions may be 
withdrawn before the end of the 90-day 
period if the Postal Service determines 
that the manufacturer’s solution and 
implementation are satisfactory. 

(c) The manufacturer may present 
the Postal Service with a written de-
fense to any suspension or revocation 
determination within 30 calendar days 
of receiving the written notice (unless 
a shorter period is deemed necessary). 
The defense must include all sup-
porting evidence and state with speci-
ficity the reasons for which the order 
should not be imposed. 

(d) After receipt and consideration of 
the written defense, the Postal Service 
shall advise the manufacturer of the 
decision and the facts and reasons for 
it. The decision shall be effective on re-
ceipt unless it provides otherwise. The 
decision shall also advise the manufac-
turer that it may appeal that deter-
mination within 30 calendar days of re-
ceiving written notice (unless a shorter 
period is deemed necessary), as speci-
fied therein. The appeal must include 
all supporting evidence and state with 
specificity the reasons that the manu-
facturer believes that the decision is 
erroneous. 

(e) An order or final decision under 
this section does not preclude any 
other criminal or civil statutory, com-
mon law, or administrative remedy 
that is available by law to the Postal 
Service, the United States, or any 
other person or concern.

§ 501.13 Reporting. 

(a) For purposes of this section, 
‘‘manufacturer’’ refers to the author-
ized postage meter manufacturer in 
§ 501.1 and its foreign affiliates, subsidi-
aries, assigns, dealers, independent 
dealers, employees, and parent cor-
porations. 

(b) Each authorized meter manufac-
turer in § 501.1 must submit a prelimi-
nary report to notify the Postal Serv-
ice promptly (in no event more than 21 
calendar days of discovery or 21 cal-

endar days from June 30, 1995) of the 
following: 

(1) All findings or results of any test-
ing known to the manufacturer con-
cerning the security or revenue protec-
tion features, capabilities, or failings 
of any meters sold, leased, or distrib-
uted by the manufacturer that have 
been approved for sale, lease, or dis-
tribution by the Postal Service or any 
foreign postal administration; or have 
been submitted for approval by the 
manufacturer to the Postal Service or 
other foreign postal administration(s). 

(2) All potential security weaknesses 
or methods of meter tampering of the 
meters that the manufacturer distrib-
utes of which the manufacturer knows 
or should know, and the meter or 
model subject to each method. These 
potential security weaknesses include 
but are not limited to suspected equip-
ment defects, suspected abuse by a 
meter licensee or manufacturer em-
ployee, suspected security breaches of 
the Computerized Remote Postage 
Meter Resetting System, occurrences 
outside normal performance, or any re-
peatable deviation from normal meter 
performance (within the same model 
family and/or by the same licensee). 

(c) Within 45 days of the preliminary 
notification of the Postal Service 
under § 501.13(b), the manufacturer 
must submit a written report to the 
Postal Service. The report must in-
clude the circumstances, proposed in-
vestigative procedure, and the antici-
pated completion date of the investiga-
tion. The manufacturer must also pro-
vide periodic status reports to the 
Postal Service during subsequent in-
vestigation and, on completion, must 
submit a summary of the investigative 
findings. 

(d) The manufacturer must establish 
and adhere to timely and efficient pro-
cedures for internal reporting of poten-
tial security weaknesses. The manufac-
turer is required to submit a copy of 
internal reporting procedures and in-
structions to the Postal Service for re-
view.

§ 501.14 Administrative sanction on re-
porting. 

(a) Notwithstanding any act, admis-
sion, or omission by the Postal Service 
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before June 30, 1995, an authorized post-
age meter manufacturer may be sub-
ject to an administrative sanction for 
failing to comply with § 501.13. 

(b) The Postal Service shall deter-
mine all costs and revenue losses meas-
ured from the date that the manufac-
turer knew, or should have known, of a 
potential security weakness, including, 
but not limited to, administrative and 
investigative costs and documented 
revenue losses that result from any 
meter for which the manufacturer 
failed to comply with any provision in 
§ 501.13. The Postal Service shall re-
cover any and all such costs and losses 
(net of any amount collected by the 
Postal Service from the licensees or 
meter users) with interest by issuing a 
written notice to the manufacturer set-
ting forth the facts and reasons on 
which the determination to impose the 
sanction is based. The notice shall ad-
vise the manufacturer of the date that 
the action takes effect if a written de-
fense is not presented within 30 cal-
endar days of receipt of the notice. 

(c) The manufacturer may present 
the Postal Service with a written de-
fense to the proposed action within 30 
calendar days of receipt. The defense 
must include all supporting evidence 
and state with specificity the reasons 
for which the sanction should not be 
imposed. 

(d) After receipt and consideration of 
the defense, the Postal Service shall 
advise the manufacturer of the decision 
and the facts and reasons for it; the de-
cision shall be effective on receipt un-
less it provides otherwise. The decision 
shall also advise the manufacturer that 
it may, within 30 calendar days of re-
ceiving written notice, appeal that de-
termination as specified therein. 

(e) The manufacturer may submit a 
written appeal to the Postal Service 
within 30 calendar days of receipt of 
the decision. The appeal must include 
all supporting evidence and state with 
specificity the reasons that the manu-
facturer believes that the administra-
tive sanction was erroneously imposed. 
The submission of an appeal stays the 
effectiveness of the sanction. 

(f) The imposition of an administra-
tive sanction under this section does 
not preclude any other criminal or 
civil statutory, common law, or admin-

istrative remedy that is available by 
law to the Postal Service, the United 
States, or any other person or concern.

§ 501.15 Materials and workmanship. 
All meters must adhere to the qual-

ity in materials and workmanship of 
the approved production model and 
must be manufactured with suitable 
jigs, dies, tools, etc., to ensure proper 
maintenance and interchangeability of 
parts.

§ 501.16 Breakdown and endurance 
testing. 

Each meter model proposed for man-
ufacturing must pass without error or 
breakdown the following described 
printing cycle endurance test, which 
includes operation of the printing 
mechanism with proper registration of 
the selected postage value in both the 
ascending and descending registers. At 
reasonably frequent intervals, the 
manufacturer must take meters at ran-
dom from production and subject them 
to breakdown tests to make certain 
that quality and performance stand-
ards are maintained. 

(a) For meters that operate at 100 or 
more printing cycles per minute—4 
million cycles. For meters that operate 
at less than 100 printing cycles per 
minute (and cannot be used inter-
changeably on power-base machines 
that operate at 100 or more printing cy-
cles per minute)—2 million cycles. 

(b) For multidenomination and 
omnidenomination meters, postage 
value selection elements must be test-
ed for one-half million operations. A 
complete operation includes selection 
of a value and return to zero. 

(c) Balance register lockout oper-
ation must be done at the start of, at 
intervals during, and after the printing 
cycle test.

§ 501.17 Protection of printing dies 
and keys. 

During the process of fabricating 
parts and assembling postage meters, 
the manufacturer must exercise due 
care to prevent loss or theft of keys or 
of serially numbered postage-printing 
dies or component parts (such as de-
nomination-printing dies, or auxiliary 
power supply and meter-setting equip-
ment for electronic meters) that might 
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be used in some manner to defraud the 
Postal Service of revenue. All serially 
numbered printing dies produced 
should be accounted for by assembly 
into meters or by evidence of mutila-
tion or destruction. Postage printing 
dies removed from meters and not suit-
able for reassembly must also be muti-
lated so that the dies cannot be used or 
they must be completely destroyed.

§ 501.18 Secure destruction. 

(a) Authorized meter manufacturers/
distributors may destroy meters, when 
required, in accordance with methods 
approved in advance by the manager of 
Postage Technology Management. The 
postage meter must be rendered com-
pletely inoperable by the destruction 
process and associated postage-printing 
dies must be destroyed in accordance 
with § 501.17. Manufacturers/distribu-
tors must submit the proposed destruc-
tion method; a schedule listing the me-
ters to be destroyed, by serial number 
and model; and the proposed time and 
place of destruction to the manager of 
Postage Technology Management for 
approval prior to any meter destruc-
tion. Manufacturers/distributors must 
record and retain the serial numbers of 
the meters to be destroyed, and provide 
the list in electronic form in accord-
ance with Postal Service requirements 
for postage meter accounting and 
tracking systems. Manufacturers/dis-
tributors must give sufficient advance 
notice of the destruction to allow the 
manager of Postage Technology Man-
agement to schedule observation by 
Postage Technology Management or its 
designated representative. The Postal 
Service representative must ensure 
that the serial numbers of the meters 
destroyed are the same as the serial 
numbers recorded by the manufacturer/
distributor on the list of destroyed me-
ters, and that the destruction is per-
formed in accordance with a Postal 
Service-approved method or process. 

(b) These requirements for meter de-
struction apply to all postage meters, 
postage evidencing systems, and postal 
security devices included as a compo-
nent of a postage evidencing system. 

[66 FR 55097, Nov. 1, 2001]

§ 501.19 Destruction of meter stamps. 

All meter stamps printed in the proc-
ess of testing dies or meters must be 
collected and destroyed daily. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.20 Inspection of new and rebuilt 
meters. 

All new and rebuilt meters must be 
inspected carefully before leaving the 
manufacturer’s meter service station. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.21 Keys and setting equipment. 

The meter manufacturer must fur-
nish keys and other essential equip-
ment for setting the meters to all post 
offices under whose jurisdiction its me-
ters are licensed for use. These items 
must be protected and must not be fur-
nished to persons not authorized by the 
Postal Service to possess them. The 
Postal Service shall maintain control 
over the procurement, manufacture, 
and distribution of meter security 
seals. Manufacturers must reimburse 
the Postal Service promptly for the 
cost of the seals. All costs associated 
with meter security seals are appor-
tioned twice annually to the meter 
manufacturers by the installed base of 
each manufacturer. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.22 Distribution facilities. 

Authorized manufacturers must keep 
adequate facilities for and records of 
the distribution, control, and mainte-
nance of postage meters. All such fa-
cilities and records are subject to in-
spection by Postal Service representa-
tives. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.23 Distribution controls. 

Each authorized postage meter man-
ufacturer must do the following: 

(a) Hold title permanently to all me-
ters of its manufacture except those 
purchased by the Postal Service. 

(b) On behalf of applicants, transmit 
electronically copies of completed PS 
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Forms 3601–A, Application for a Li-
cense to Lease and Use Postage Meters, 
to the designated Postal Service cen-
tral processing facility. 

(c) Lease meters only to parties that 
have valid licenses issued by the Postal 
Service. 

(d) Supply only those meter slogan or 
ad plates that meet the Postal Service 
requirements for suitable quality and 
content. 

(e) (1) Have all meters set, sealed (if 
applicable), and checked into service 
by the appropriate Postal Service rep-
resentative before delivering them to 
licensees. Meters must be checked into 
service at the licensing post office, un-
less the meter is serviced under the on-
site meter-setting program. 

(2) The meter manufacturer must 
present the meter and a completed PS 
Form 3601–C, Postage Meter Installa-
tion, Withdrawal, or Replacement, to 
the appropriate Postal Service rep-
resentative when checking a meter 
into service. 

(3) A meter should show a zero in the 
descending register before being 
checked into service. If a zero is not 
shown, the initial payment must in-
clude the residual amount the locked-
out meter could not imprint. 

(f) Notify Computerized Remote 
Postage Meter Resetting System li-
censees of the dates on which meter ex-
aminations are due, and notify the li-
censing post offices of CMRS meters 
that have not been reset during the 
previous 3 months and/or are due for an 
annual examination. Resetting trans-
actions must not be completed by the 
manufacturer if the meters are not 
taken to the post office for examina-
tion by the due date. Licensees who do 
not bring in their meters after the ini-
tial manufacturer notification must be 
approached again within 15 days, pref-
erably by personal contact. If a re-
sponse is not received within another 
15 days, the Postal Service shall notify 
the licensee that the meter is to be re-
moved from service and the meter li-
cense revoked, following the proce-
dures for revocation specified by regu-
lation. The Postal Service shall notify 
the manufacturer to remove the meter 
from the licensee’s location and 
present it to the licensing post office to 

be checked out of service within 15 
days. 

(g) Present meters to the licensing 
post office to be checked out of service 
if the licensee no longer wants the 
meter or if the meter is to be removed 
from service for any other reason. Take 
the meter to the licensing post office 
for withdrawal, with a completed PS 
Form 3601–C, Postage Meter Installa-
tion, Withdrawal, or Replacement, and 
copy of the applicable PS Form 3602–A, 
Record of Meter Register Readings, or 
equivalent. 

(h) Retrieve any misregistering, 
faulty, or defective meter and present 
it to the licensing post office to have 
the meter checked out of service with-
in 3 business days of being notified by 
the licensee of the defect. After exam-
ining a meter withdrawn for apparent 
faulty operation affecting registration, 
the manufacturer must furnish a re-
port explaining the malfunction to the 
licensing post office. That report must 
include all applicable meter docu-
mentation and a recommendation for 
the appropriate postage adjustment, if 
applicable, as follows: 

(1) Mechanical meters. The manufac-
turer’s postage adjustment rec-
ommendation for a misregistering me-
chanical meter must be accompanied 
by a refund request; a copy of the li-
censee’s PS Form 3610, Record of Post-
age Meter Settings, and PS Form 3602–
A, Record of Meter Register Readings, 
or equivalent, and the manufacturer’s 
analysis of the licensee’s recent mail-
ing history supporting the rec-
ommended postage adjustment. 

(2) Electronic meters. The manufactur-
er’s postage adjustment recommenda-
tion for a misregistering electronic 
meter must be accompanied by a man-
ufacturer-generated summary report of 
the appropriate redundant electronic 
register memory readouts for the 
meter, clearly indicating the register 
readings; a letter of instruction ex-
plaining the summary report; a copy of 
the licensee’s PS Form 3610, PS Form 
3602–A, if maintained, and applicable 
system-generated register documenta-
tion (if maintained in lieu of PS Form 
3602–A); and an explanation of the 
meter malfunction that resulted in in-
accurate registration, if determined. If 
a summary report of the appropriate 
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redundant electronic register memory 
readouts cannot be retrieved, the man-
ufacturer’s recommendation must be 
accompanied by a refund request; a 
copy of the licensee’s PS Form 3610, PS 
Form 3602–A, and applicable system-
generated register documentation (if 
the PS Form 3602–A is not maintained); 
and the manufacturer’s analysis of the 
licensee’s recent mailing history sup-
porting the recommended postage ad-
justment. 

(i) Report promptly the loss or theft 
of any meter or the recovery of any 
lost or stolen meter. The manufacturer 
must provide notification by the Postal 
Service with completing a standardized 
lost and stolen meter incident report 
notifying within 30 calendar days of 
the manufacturer’s determination of a 
meter loss, theft, or recovery. The 
manufacturer must complete all pre-
liminary location activities specified 
in § 501.26 before submitting this report 
to the Postal Service. 

(j) Provide the designated Postal 
Service Information Systems Service 
Center (ISSC) with a compatible com-
puter magnetic tape, computer disk-
ette, or electronic transmission, listing 
all licensee meters in service, at the 
close of business each postal quarter. 
Include in each file record the meter 
serial number, model number, the 
user’s name and address, the date that 
the meter was placed in service, and 
the ZIP Code or finance number of the 
licensing post office. Manufacturers 
are responsible for reconciling dif-
ferences and keeping accurate records. 
This reporting includes reconciliation 
of differences with licensing post of-
fices by the manufacturer’s branches or 
dealers, which results from meters that 
are not in Postal Service or manufac-
turer records. 

(k) Keep at manufacturer’s head-
quarters a complete record by serial 
number of all meters manufactured, 
showing all movements of each from 
the time that the meter is produced 
until it is scrapped, and the reading of 
the ascending register each time the 
meter is checked into or out of service 
through a post office. These records 
must be available for inspection by 
Postal Service officials at any time 
during business hours. These records 

must be destroyed 3 years after the 
meter is scrapped. 

(l) Cancel a lease agreement with any 
lessee whose meter license is revoked 
by the Postal Service, remove the 
meter within 15 calendar days, and 
have the meter checked out of service. 

(m) Promptly remove from service 
any meter that the Postal Service indi-
cates should be removed from service. 
When a meter license is canceled, all 
meters in use by the licensee must be 
removed from service. 

(n) Keep a permanent record by serial 
number of all meter keys issued to 
postmasters, as well as those sections 
of the manufacturer’s establishment in 
which their use of the keys is essential, 
preferably in the form of signed receipt 
cards. The record must include the 
date, location, and details of any loss, 
theft, or recovery of such keys. 

(o) Examine each meter withdrawn 
from service for failure to record its 
operations correctly and accurately, 
and report to the Postal Service the 
mechanical condition or fault that 
caused the failure. 

(p) Provide monthly the designated 
ISSC with a compatible computer tape 
of lost or stolen meters. The file is due 
on the first of each month (for the pre-
ceding month’s activity). 

(q) Take reasonable precautions in 
the transportation and storage of me-
ters to prevent use by unauthorized in-
dividuals. Manufacturers must ship all 
meters by Postal Service registered 
mail unless given written permission 
by the Postal Service to use another 
carrier. The manufacturer must dem-
onstrate that the alternative delivery 
carrier employs security procedures 
equivalent to those for registered mail. 

(r) Affix to all meters both a cau-
tionary label providing the meter user 
with basic reminders on leasing, meter 
movement, and misuse and a barcoded 
label containing a barcoded representa-
tion of the meter serial number. 

(1) The cautionary label must be 
placed on all meters in a conspicuous 
and highly visible location. Words 
printed in capital letters should be em-
phasized, preferably printed in red. The 
minimum width of the label should be 
3.25 inches, and the minimum height 
should be 1.75 inches. The label should 
read as follows:
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llllllllllllllllllllllll

RENTED POSTAGE MEMBER—NOT FOR 
SALE 

PROPERTY OF [NAME OF 
MANUFACTURER] 

Use of this meter is permissible only under 
U.S. Postal Service license. Call [Name 
of Manufacturer] at (800) ###-#### to re-
locate/return this meter. 

WARNING! METER TAMPERING IS A 
FEDERAL OFFENSE. 

IF YOU SUSPECT METER TAMPERING, 

CALL POSTAL INSPECTORS AT 1–800–654–
8896 OR (202) 484–5480. 

REWARD UP TO $50,000 for information 
leading to the conviction of any person 
who misuses postage meters resulting in 
the Postal Service not receiving correct 
postage payments. 

llllllllllllllllllllllll

(2) The barcode label must be placed 
near the stamped serial number and 
must meet these specifications: Code 3 
of 9, ten digits long, with the first two 
digits being the manufacturer code 
(01—Ascom Hasler, 02—Pitney Bowes, 
03—Francotyp-Postalia, 04—Friden 
Neopost) and the next eight digits 
being the meter serial number, zero-
filled, right-justified. Additional 
barcode digits may be used for manu-
facturer purposes if the Postal Service 
is notified of the information to be en-
coded thereby. 

(3) Exceptions to the formatting of 
required labeling are determined on a 
case-by-case basis. Any deviation from 
standardized meter labeling require-
ments must be approved in writing by 
the Postal Service. 

(s) A demonstration meter is typi-
cally used to acquaint a potential user 
with the features of a meter as part of 
the sales effort. The following proce-
dures must be followed to implement 
controls over demonstration meters: 

(1) A demonstration meter may print 
only specimen indicia and must not be 
used to meter live mail. 

(2) A demonstration meter must be 
recorded as such on internal manufac-
turer inventory records and must be 
tracked by model number, serial num-
ber, and physical location. If the me-
ter’s status as a demonstration meter 
changes, the meter must be adminis-

tered according to the procedures that 
apply to its new status. 

(3) A demonstration meter may be 
used only for demonstrations by a 
manufacturer’s dealer or branch rep-
resentative and must remain under the 
dealer’s or representative’s direct con-
trol. A demonstration meter may not 
be left in the possession of the poten-
tial customer under any circumstance. 

(t) A postage meter loaned to a cus-
tomer for temporary use (a ‘‘loaner 
meter’’) is typically used to acquaint a 
potential user with the features of a 
meter as part of the sales effort, or 
serves as a temporary placement while 
the customer awaits delivery of a new 
meter. The following procedures must 
be followed to implement controls over 
loaner meters: 

(1) A loaner meter prints valid indi-
cia and may be used to apply postage 
to a mailpiece. Only electronic, re-
mote-set meters may be used as loaner 
meters. The city/state designation in 
the loaner meter indicia must show the 
location where the user’s mail will be 
deposited. 

(2) A customer may have possession 
of a loaner meter for a maximum of 
five consecutive business days. When 
the customer chooses to continue the 
use of a postage meter, the loaner 
meter must be retrieved and a new 
meter must be installed under the cus-
tomer’s license. 

(3) The manufacturer’s dealer or 
branch representative (‘‘representa-
tive’’) must have a USPS-issued meter 
user license to place a loaner meter. A 
single license per USPS district can be 
used to issue loaner meters to cus-
tomers in any of the different Post Of-
fice service areas within that district. 

(4) Loaner meters must be reported 
electronically to the USPS meter 
tracking system when activated. A 
Form 3601–C, Postage Meter Activity 
Report, must be initiated to activate a 
loaner meter under the representa-
tive’s meter license. The licensee and 
meter location information on the 
form will show the representative rath-
er than the temporary user. However, 
loaner meters may only be placed with 
customers who have been issued a 
USPS meter license. 

(5) Representatives must record and 
verify the accuracy of the ascending 
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and descending register readings when 
a loaner meter is placed with the cus-
tomer. Any discrepancies detected dur-
ing the verification process must be re-
ported immediately to the meter man-
ufacturer, who will then notify Postage 
Technology Management. 

(6) The representative is responsible 
for resetting the loaner meter with 
postage and must arrange for reim-
bursement directly with the customer. 

(7) The representative maintains full 
responsibility for the loaner meter. As 
both a manufacturer’s representative 
and a meter licensee, the representa-
tive is subject to the provision of Do-
mestic Mail Manual part P030 and Code 
of Federal Regulations part 501. As a li-
censee, the representative assumes all 
licensee responsibilities under USPS 
meter regulations and must ensure 
that loaner meters are available for ex-
amination by the Postal Service on de-
mand and are examined in accordance 
with Postal Service policy. Any losses 
incurred by the Postal Service as a re-
sult of fraudulent use of the loaner 
meter by the customer are the respon-
sibility of the meter licensee, the cus-
tomer, and the manufacturer. 

(8) When the customer returns the 
meter, the dealer or branch representa-
tive must record and verify the accu-
racy of the ascending and descending 
register readings and inspect the 
meter. Any discrepancies or indication 
of tampering or fraudulent use must be 
reported immediately to the meter 
manufacturer, who will then notify 
Postage Technology Management. In 
such circumstance, the meter must not 
be used and must be returned to the 
manufacturer’s QAR department via 
Registered Mail. 

(9) Loaner meters must be reported 
electronically to the USPS meter 
tracking system when withdrawn from 
service. The dealer or branch rep-
resentative must prepare Form 3601–C, 
Postage Meter Activity Report, for 
each loaner meter withdrawn. 

[60 FR 30726, June 9, 1995, as amended at 66 
FR 20745, Apr. 25, 2001. Redesignated at 66 FR 
55097, Nov. 1, 2001]

§ 501.24 Administrative sanction. 
(a) Meter for purposes of this section 

means any postage meter manufac-
tured by an authorized postage meter 

manufacturer under § 501.1 that is not 
owned or leased by the Postal Service. 

(b) An authorized manufacturer that, 
without just cause, fails to conduct or 
perform adequately any of the controls 
in § 501.22, to follow standardized lost 
and stolen meter incident reporting in 
§ 501.26, or to conduct any of the inspec-
tions required by § 501.25 in a timely 
fashion is subject to an administrative 
sanction based on the investigative and 
administrative costs and documented 
revenue losses (net of any amount col-
lected by the Postal Service from the 
licensee or meter user) with interest 
per occurrence measured from the date 
on which the cost and/or loss occurred, 
as determined by the Postal Service. 
Sanctions shall be based on the costs 
and revenue losses that result from the 
manufacturer’s failure to comply with 
these requirements. 

(c) The Postal Service may impose an 
administrative sanction under this sec-
tion by issuing a written notice to the 
manufacturer setting forth the facts 
and reasons on which the determina-
tion to impose the sanction is based. 
The Postal Service shall determine all 
costs and losses. The notice shall ad-
vise the manufacturer of the date that 
the action shall take effect if a written 
defense is not presented within 30 cal-
endar days of receipt of the notice. 

(d) The manufacturer may present to 
the Postal Service a written defense to 
the proposed action within 30 calendar 
days of receipt of the notice. The de-
fense must include all supporting evi-
dence and state with specificity the 
reasons for which the sanction should 
not be imposed. 

(e) After receipt and consideration of 
the written defense, the Postal Service 
shall advise the manufacturer of the 
decision and the facts and reasons for 
it. The decision shall be effective on re-
ceipt unless it provides otherwise. 

(f) The manufacturer may submit a 
written appeal of the decision within 30 
calendar days of receiving the decision, 
addressed to the manager of Retail and 
Customer Service, Postal Service 
Headquarters. The appeal must include 
all supporting evidence and state with 
specificity the reasons that the manu-
facturer believes that the administra-
tive sanction was erroneously imposed. 
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The submission of an appeal stays the 
effectiveness of the sanction. 

(g) The imposition of an administra-
tive sanction under this section does 
not preclude any other criminal or 
civil statutory, common law, or admin-
istrative remedy that is available by 
law to the Postal Service, the United 
States, or any other person or concern. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.25 Meter replacement. 
The manufacturer must keep its 

postage meters in proper operating 

condition for licensees by replacing 
them when necessary or desirable to 
prevent mechanical breakdown. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.26 Inspection of meters in use. 

(a) The manufacturer must have all 
its meters in service with licensees in-
spected according to the following 
schedule. A high-volume mailer is de-
fined as one who has annual metered 
postage in excess of $12,000.

(b) Manufacturer inspections must be 
sufficiently thorough to determine 
that each meter is clean, in proper op-
erating condition, and recording its op-
erations correctly and accurately. The 
manufacturers must: 

(1) Compare the meter serial number 
on the meter with the serial number on 
the source document (manufacturer’s 
records). 

(2) Record the ascending and descend-
ing register readings and calculate the 
total readings. Record the locking-seal 
identification number. 

(3) Obtain the licensee’s PS Form 
3602–A, Record of Meter Register Read-
ings, or equivalent, and a copy of the 
most recent PS Form 3603, Receipt for 
Postage Meter Setting, and verify the 
control total after the last setting with 
the control total calculated during the 
proof-of-register procedure. 

(4) Verify the accuracy of postage se-
lection, denomination indicator wheels 
or electronic display, and denomina-
tion printing wheels following the 
proof of registers by printing a .00 
meter stamp and then comparing the 

register readings with the recorded reg-
ister readings. 

(5) Check to determine that the post 
office locking seal is in place and prop-
erly sealed and that the seal wire is 
properly wound and tightly gripped by 
the seal-locking mechanism, and tight-
ly pulled up to the lock cover or post. 
Ensure that the locking-seal identifica-
tion number matches the seal number 
recorded at the time of the last meter 
resetting. 

(6) Check to determine that the lock 
cover properly protects the lock and 
has not been loosened, bent, or tam-
pered with. 

(7) Complete the following, as appli-
cable to the specific meter model: 

(i) Check to ensure that the meter 
fits properly on the meter base. 

(ii) Check all breakoff screws to de-
termine that no screw is missing or 
loose or shows signs of removal. 

(iii) Operate the dater and meter ad 
selector dials to test the dater, post-
mark die, and meter ad plate. 
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(iv) Check the alignment and condi-
tion of engraving on the denomination 
printing wheels, when visible. 

(v) Check the descending register 
door for damage, pry marks, or scar-
ring. Make certain that the door can-
not be opened without unlocking it. 

(vi) Examine the meter drum for 
damage, pry marks, or scarring. 

(vii) Examine the meter cover for pry 
marks or scarring near the post office 
lock or breakoff screws, any drilled 
holes, or any signs of attempted entry 
into the internal mechanism of the 
meter. 

(viii) Examine the meter stamp die 
for excessive wear, damage, breakage, 
or scars from prying, and the postage 
die retaining screws for signs of wear 
to ensure that none is missing or shows 
signs of removal. 

(ix) Check the register, counter, and 
display windows for breakage or cloudi-
ness. 

(x) Obtain the signature of the li-
censee to show that a meter inspection 
has taken place. 

(8) Report immediately to the licens-
ee’s licensing postmaster any irregu-
larity in the operation of the meter or 
sign of improper use, and take steps to 
replace or remove the meter. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.27 Meters not located. 
Upon learning that one or more of its 

postage meters in service cannot be lo-
cated, the manufacturer must under-
take reasonable efforts to locate the 
meters by following a series of Postal 
Service-specified actions designed to 
locate the meters. If these efforts are 
unsuccessful and a meter is determined 
to be lost or stolen, the manufacturer 
must notify the Postal Service within 
30 days by submitting a Lost and Sto-
len Meter Incident Report. 

(a) If a licensee cannot be located, 
the manufacturer must, at a minimum, 
complete the following actions: 

(1) Call the licensee’s last known 
telephone number. 

(2) Call directory assistance for the 
licensee’s new telephone number. 

(3) Contact the licensee’s local post 
office for current change of address in-
formation. 

(4) Contact the local post office for a 
copy of the applicable PS Form 3610 
and PS Form 3601–C. Verify the loca-
tion of the meter or licensee currently 
maintained in those meter records. 

(5) Contact the rental agency respon-
sible for the property where the li-
censee was located, if applicable. 

(6) Visit the licensee’s last known ad-
dress to see whether the building su-
perintendent or a neighbor knows the 
meter licensee’s new address. 

(7) Check the centralized meter in-
spection file for change of address no-
tation. 

(8) Mail a certified letter with return 
receipt to the licensee at the last 
known address with the notation 
‘‘Forwarding and Address Correction 
Requested.’’

(9) If new address information is ob-
tained during these steps, any sched-
uled meter inspections must be com-
pleted promptly. 

(b) If a meter is reported to be lost or 
stolen by the licensee, the manufac-
turer must, at a minimum, complete 
the following actions: 

(1) Ensure that the meter licensee 
has filed a police report and that copies 
have been provided to the appropriate 
Inspection Service Contraband Postage 
Identification Program (CPIP) spe-
cialist. 

(2) Withhold issuance of a replace-
ment meter until the missing meter 
has been properly reported to the po-
lice and to the appropriate Inspection 
Service CPIP specialist. 

(c) If the manufacturer later learns 
that the meter has been located and/or 
recovered, the manufacturer must up-
date lost and stolen meter activity 
records, inspect the meter promptly, 
initiate a postage adjustment or trans-
fer if appropriate, and check the meter 
out of service if a replacement meter 
has been supplied to the meter li-
censee. 

(d) If a meter reported to the Postal 
Service as lost or stolen is later lo-
cated, the manufacturer is responsible 
for submitting a new Lost and Stolen 
Meter Incident Report that references 
the initial report and outlines the de-
tails of how the meter was recovered. 
This report must be submitted to the 
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Postal Service within 30 days of recov-
ery of the meter. The meter manufac-
turer is also responsible for purging 
lost and stolen meter reports that are 
provided on a periodic basis to the 
Postal Service ISSC for those meters 
that have been recovered. 

(e) Any authorized manufacturer 
that fails to comply with standardized 
lost and stolen reporting procedures 
and instructions is subject to an ad-
ministrative sanction under § 501.23, as 
determined by the Postal Service. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.28 Repair of internal mechanism. 
Repair or reconditioning of meters 

involving access to internal mecha-
nisms must be done only within a fac-
tory or suitable meter repair depart-
ment under the manufacturer’s direct 
control and supervision. Meters must 
be checked out of service by the post 
office of setting before they are opened 
or internal repairs are undertaken. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.29 Computerized remote postage 
meter resetting. 

(a) Description. The Computerized Re-
mote Postage Meter Resetting System 
(CMRS) permits postal licensees using 
specially designed postage meters to 
reset their meters at their places of 
business via telephonic communica-
tions. Authorized meter manufacturers 
that offer CMRS services are known as 
meter resetting companies (MRCs). To 
reset a meter, the licensee telephones 
the MRC and provides identifying data. 
Before proceeding with the setting 
transaction, the MRC must verify the 
data and ascertain from its own files 
whether the licensee has sufficient 
funds on deposit with the Postal Serv-
ice. If the funds are available or the 
manufacturer opts to provide a funds 
advance in accordance with paragraph 
(b)(5) of this section, the MRC may 
complete the setting transaction.

(b) Deposits with the Postal Service. (1) 
Deposits in the Postal Service Fund at 
Treasury are backed in full faith and 
credit by the U. S. Treasury.

(2) A CMRS licensee is required to 
have funds available on deposit with 

the Postal Service before resetting a 
meter or the manufacturer may opt to 
provide a funds advance in accordance 
with paragraph (b)(4) of this section. 
The details of this deposit requirement 
are covered within the Acknowledg-
ment of Deposit Requirement docu-
ment. By signing this document, the li-
censee agrees to transfer funds to the 
Postal Service through a lockbox bank, 
as specified by the MRC, for the pur-
pose of prepayment of postage. The 
MRC representative must provide all 
new CMRS licensees with this docu-
ment when a new account is estab-
lished. The document must be com-
pleted and signed by the licensee and 
sent to the licensing post office by the 
MRC. 

(3) The MRC is required to incor-
porate the following language into its 
meter rental agreements:

llllllllllllllllllllllll

ACKNOWLEDGMENT OF DEPOSIT REQUIREMENT 

By signing this meter rental agreement, you 
represent that you have read the Acknowl-
edgment of Deposit Requirement and are 
familiar with its terms. You agree that, 
upon execution of this Agreement with 
[the MRC], you will also be bound by all 
terms and conditions of the Acknowledg-
ment of Deposit Requirement, as it may be 
amended from time to time.

llllllllllllllllllllllll

(4) The licensee is permitted to make 
deposits in one of three ways: check, 
electronic funds transfer (or wire 
transfer), or automated clearinghouse 
(ACH) transfer. These deposits are to 
be processed by the lockbox bank. The 
lockbox bank must wire daily all avail-
able balances to the Postal Service.

(5) If the MRC chooses to offer ad-
vancement of funds to licensees, the 
MRC is required to maintain a deposit 
with the Postal Service equal to at 
least 1 day’s average funds advanced. 
The total amount of funds advanced to 
licensees on any given day may not ex-
ceed the amount the manufacturer has 
on deposit with the Postal Service. The 
MRC is not authorized to perform set-
tings in excess of the licensee’s balance 
in any other circumstance. The Postal 
Service shall not be liable for any pay-
ment made by the MRC on behalf of a 
licensee that is not reimbursed by the 
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licensee because the MRC is solely re-
sponsible for the collection of ad-
vances.

(c) Revenue protection. The Postal 
Service shall conduct periodic assess-
ments of the revenue protection safe-
guards of each MRC system and shall 
reserve the right to revoke an MRC’s 
authorization if the CMRS system does 
not meet all requirements set forth by 
the Postal Service. In addition, the 
Postal Service shall reserve the right 
to suspend the operation of the MRC 
for any serious operational deficiency 
that is likely to result in the loss of 
funds to the Postal Service as provided 
in § 501.12. 

(d) Equipment. The meters used in the 
computerized resetting system must 
conform to the specifications in § 501.6. 
They must be tested under § 501.7 and 
conform to the safeguards, distribu-
tion, and maintenance requirements of 
§§ 501.15 through 501.23 to protect the 
Postal Service against loss of revenue 
from fraud, manipulation, 
misoperation, or breakdown. 

(e) Financial operation. (1) Before the 
Postal Service’s selection of a lockbox 
provider, the MRC must establish a 
lockbox account in the name of the 
Postal Service at a bank or banks ap-
proved by the Postal Service to handle 
the deposits of licensees. The MRC 
must make arrangements with such 
banks under which the banks are to in-
form the manufacturer of the amounts 
of licensee funds received each banking 
day. 

(2) The Postal Service lockbox bank 
processes the CMRS deposits daily, 
consolidates the data, and performs a 
direct file transmission to each MRC. 
The daily deposit processing cutoff 
times and the automated file trans-
mission times are coordinated inde-
pendently with each of the MRCs. Man-
ufacturers must ensure that their data 
center computers are programmed to 
reflect each licensee deposit and track 
all licensee activity. 

(3) The MRC must require each li-
censee that requests meter resetting to 
provide the meter serial number, the 
licensee account number, and the me-
ter’s ascending and descending register 
readings. The manufacturer must 
verify that the information provided to 
the licensee is consistent with its 

records. The MRC must also verify that 
there are sufficient funds in the licens-
ee’s account to cover the postage set-
ting requested before proceeding with 
the setting transaction (unless the 
manufacturer opts to provide the li-
censee a funds advance). Immediately 
following each such resetting, the MRC 
must charge the licensee’s account for 
the amount of the postage reset. After 
the completion of each transaction, the 
manufacturer must promptly provide 
the licensee with a statement docu-
menting the transaction and the bal-
ance remaining in the licensee’s ac-
count. As an alternative, the manufac-
turer may provide a statement month-
ly that documents all transactions for 
the period and that shows the balance 
in the licensee’s account after each 
transaction. 

(4) Each banking day, the lockbox 
bank is to transfer, by 10 a.m. local 
time, amounts payable to the Postal 
Service from the transactions during 
the previous day to a designated Fed-
eral Reserve Bank. The MRC must 
maintain licensee service activity data 
to accept and respond to inquiries from 
licensees concerning the status of their 
payments. The lockbox bank must pro-
vide the MRCs with a nationwide, toll-
free telephone number for licensee 
service. The Postal Service lockbox 
bank must assign a dedicated senior 
level licensee service representative to 
handle all inquiries and investigations. 

(5) The Postal Service requires that 
the MRCs publicize to all CMRS licens-
ees the following payment options 
(listed in order of preference): 

(i) Automated clearinghouse (ACH) 
debits/credits. 

(ii) Electronic funds transfers (wire 
transfers). 

(iii) Checks. 
(6) Licensee check deposits must be 

mailed to a predetermined post office 
box address specified by the lockbox 
bank and accompanied by a preencoded 
deposit ticket. The Postal Service pro-
vides CMRS customers with deposit 
tickets for inclusion with check pay-
ments. At the time a new account is 
opened, a licensee not possessing a 
preencoded deposit slip must present 
the initial payment to the MRC rep-
resentative who in turn assigns the li-
censee a new account number and 
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manually prepares a deposit ticket to 
be mailed to the lockbox bank for proc-
essing. 

(7) If a licensee prefers to use a pay-
ment form other than a check, the li-
censee must contact the MRC rep-
resentative for instructions, and the 
MRC must provide the licensee with 
the appropriate information regarding 
the use of ACH debits/credits and elec-
tronic funds transfers (wire transfers). 

(8) Returned checks and ACH debits 
are the responsibility of the Postal 
Service. In the case of a returned 
check, the Postal Service lockbox 
bank, after an automatic second pre-
sentment, advises the MRC of the ac-
count in question so that the MRC data 
file can be locked. The MRC must lock 
the licensee account immediately so 
that the licensee is unable to reset the 

meter until the Postal Service receives 
payment in full for the check returned. 
The lockbox bank provides collection 
services for returned checks on behalf 
of the Postal Service. The Postal Serv-
ice lockbox bank notifies the MRC 
once this item is paid. The MRC then 
releases the account for activity. 

(f) Refunds. The Postal Service issues 
a refund to a licensee for any unused 
postage in a meter. Refunds of licensee 
balances maintained by the Postal 
Service in the Postal Service fund are 
intended to be made directly to the li-
censee by the lockbox bank within 48 
hours after receipt of a licensee’s re-
quest. 

(g) Reports. The manufacturer must 
provide reports according to the fol-
lowing schedule:

Report description Content Frequency Medium 

MRC CMRS Daily Activity Report Summary of Business Activity .... Daily ............................................ Paper (facsimile). 
Revenue Allocation Report .......... ZIP Code of Licensing Post Of-

fice; Amount of Resettings.
Postal Accounting Period ........... Electronic. 

Postage Refunds Report ............. Customer ID; ZIP Code; Amount 
of Refund.

Daily (by request only) ................ Paper. 

Funds Advanced Report .............. Customer ID; ZIP Code; Amount 
of Funds Advanced.

Daily (by request only) ................ Paper. 

(h) Inspection of records and facilities. 
The manufacturer must make its fa-
cilities that handle the operation of 
the computerized resetting system and 
all records about the operation of the 
system available for inspection by rep-
resentatives of the Postal Service at 
all reasonable times. 

[60 FR 30726, June 9, 1995. Redesignated at 66 
FR 55097, Nov. 1, 2001]

§ 501.30 Licensee information. 
(a) As stated in § 501.22(b) manufac-

turers must transmit electronically, 
copies of completed PS Forms 3601–A, 
Application for a License to Lease and 
Use Postage meters, to the designated 
Postal Service central data processing 
facility. 

(b) The Postal Service may use appli-
cant information in the administration 
of postage meter and metered mail ac-
tivities, and to communicate with cus-
tomers who may no longer be visiting a 
traditional USPS retail outlet. The 
Postal Service will also use applicant 
information to communicate with 
USPS customers through any new re-

tail channels, and for the following 
purposes: 

(1) Issuance (including re-licensing, 
renewal, transfer, revocation or denial, 
as applicable) of a meter license to a 
postal patron that uses a postage 
meter, and communications with re-
spect to the status of such license. 

(2) Disclosure to a meter manufac-
turer of the identity of any meter re-
quired to be removed from service by 
that meter manufacturer, and any re-
lated licensee data, as the result of rev-
ocation of a meter license, questioned 
accurate registration of that meter, or 
de-certification by the Postal Service 
of any particular class or model of 
postage meter. 

(3) Use for the purpose of tracking 
the movement of meters between a 
meter manufacturer and its customers 
and communications to a meter manu-
facturer (but not to any third party 
other than the applicant/licensee) con-
cerning such movement. The term 
‘‘meter manufacturer’’ includes a 
meter manufacturer’s dealers and 
agents. 
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(4) To transmit general information 
to all meter customers concerning rate 
and rate category changes imple-
mented or proposed for implementa-
tion by the United States Postal Serv-
ice. 

(5) To advertise Postal Service serv-
ices relating to the acceptance, proc-
essing and delivery of, or postage pay-
ment for, metered mail. 

(6) To allow the Postal Service to 
communicate with USPS customers on 
products, services and other informa-
tion otherwise available to USPS cus-
tomers through traditional retail out-
lets. 

(7) Any internal use by Postal Serv-
ice personnel, including identification 
and monitoring activities relating to 
postage meters, provided that such use 
does not result in the disclosure of ap-
plicant information to any third party 
or will not enable any third party to 
use applicant information for its own 
purposes; except that the applicant in-
formation may be disclosed to other 
governmental agencies for law enforce-
ment purposes as provided by law. 

(8) Identification of authorized meter 
manufacturers or announcements of 
de-authorization of an authorized 
meter manufacturer, or provision of 
currently available public information, 
where an authorized meter manufac-
turer is identified. 

(9) To promote and encourage the use 
of postage meters, including remotely 
set postage meters, as a form of post-
age payment, provided that the same 
information is provided to all meter 
customers, and no particular meter 
manufacturer will be recommended by 
the Postal Service. 

(10) To contact meter customers in 
cases of revenue fraud or revenue secu-
rity except that any meter customer 
suspected of fraud shall not be identi-
fied to other meter customers. 

(11) Disclosure to a meter manufac-
turer of applicant information per-
taining to that meter manufacturer’s 
customers that the Postal Service 
views as necessary to enable the Postal 
Service to carry out its duties and pur-
poses. 

(12) To transmit to a manufacturer 
all applicant and postage meter infor-
mation pertaining to that manufactur-
er’s customers and postage meters that 

may be necessary to permit such meter 
manufacturer to synchronize its com-
puter meter database with information 
contained in the computer files of the 
Postal Service, including but not lim-
ited to computerized data that reside 
in Postal Service meter management 
databases. 

(13) Subject to the conditions stated 
herein, to communicate in oral or writ-
ten form with any or all applicants any 
information that the Postal Service 
views as necessary to enable the Postal 
Service to carry out its duties and pur-
poses under part 501. 

[63 FR 53812, Oct. 7, 1998. Redesignated at 66 
FR 55097, Nov. 1, 2001]

PART 551—SEMIPOSTAL STAMP 
PROGRAM

Sec.
551.1 Semipostal Stamp Program. 
551.2 Semipostal stamps. 
551.3 Procedure for selection of causes and 

recipient executive agencies. 
551.4 Submission requirements and selec-

tion criteria. 
551.5 Frequency and other limitations. 
551.6 Pricing. 
551.7 Calculation of funds for recipient exec-

utive agencies. 
551.8 Cost offset policy.

AUTHORITY: 39 U.S.C. 101, 201, 203, 401, 403, 
404, 410, 416, and the Semipostal Authoriza-
tion Act, Pub. L. 106–253, 114 Stat. 634 (2000), 
as amended by Pub. L. 107–67, section 652, 115 
Stat. 514 (2001).

SOURCE: 66 FR 31826, June 12, 2001, unless 
otherwise noted.

§ 551.1 Semipostal Stamp Program. 
The Semipostal Stamp Program is 

established under the Semipostal Au-
thorization Act, Public Law 106–253, 114 
Stat. 634 (2000), as amended by Public 
Law 107–67, section 652, 115 Stat. 514 
(2001). The Office of Stamp Services has 
primary responsibility for admin-
istering the Semipostal Stamp Pro-
gram. The Office of Accounting, Fi-
nance, Controller has primary respon-
sibility for the financial aspects of the 
Semipostal Stamp Program. 

[67 FR 5215, Feb. 5, 2002]

§ 551.2 Semipostal stamps. 
Semipostal stamps are stamps that 

are sold for a price that exceeds the 
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postage value of the stamp. The dif-
ference between the price and postage 
value of semipostal stamps, also known 
as the differential, less an offset for 
reasonable costs, as determined by the 
Postal Service, consists of a contribu-
tion to fund causes determined by the 
Postal Service to be in the national 
public interest and appropriate. Funds 
are to be transferred to selected recipi-
ent executive agencies, as defined 
under 5 U.S.C. 105. The office of Stamp 
Services determines the print quan-
tities of semipostal stamps. The use of 
semipostal stamps shall be voluntary 
on the part of postal patrons.

§ 551.3 Procedure for selection of 
causes and recipient executive 
agencies. 

The Postal Service is authorized to 
select causes and recipient executive 
agencies to receive funds raised 
through the sale of semipostal stamps. 
The procedure for selection of causes 
and recipient executive agencies is as 
follows: 

(a) In advance of the issuance of a 
semipostal stamp, the office of Stamp 
Services will publish a request for pro-
posals in the FEDERAL REGISTER invit-
ing interested persons to submit pro-
posals for a cause and recipient execu-
tive agencies for a future semipostal 
stamp. The notice will specify the be-
ginning and ending dates of the period 
during which proposals may be sub-
mitted. The notice will also specify the 
approximate period in which the 
semipostal stamp for which proposals 
are solicited is to be sold. The office of 
Stamp Services may publicize the re-
quest for proposals through other 
means, as it determines in its discre-
tion. 

(b) Proposals will be received by the 
office of Stamp Services, which will re-
view each proposal under § 551.4. 

(c) Those proposals that the office of 
Stamp Services determines satisfy the 
requirements of § 551.4 will be for-
warded for consideration by the Citi-
zens’ Stamp Advisory Committee, 
which is described in Administrative 
Support Manual (ASM) section 644.5. 
For availability of ASM 644.5, contact 
the Office of Stamp Services (202) 268–
2319. 

(d) The Citizens’ Stamp Advisory 
Committee will review eligible pro-
posals forwarded by the office of Stamp 
Services. Based on the proposals sub-
mitted, the Citizens’ Stamp Advisory 
Committee will make recommenda-
tions on a cause and eligible recipient 
executive agency(ies) to the post-
master general. If no eligible proposals 
are recommended, the Postal Service 
will solicit additional proposals 
through publication of a notice in the 
FEDERAL REGISTER and through other 
means as it determines in its discre-
tion. 

(e) Meetings of the Citizens’ Stamp 
Advisory Committee are closed, and 
deliberations of the Citizens’ Stamp 
Advisory Committee are predecisional 
in nature. 

(f) The postmaster general will act on 
the recommendations of the Citizens’ 
Stamp Advisory Committee. The deci-
sion of the postmaster general shall 
consist of the final agency decision. 

(g) The office of Stamp Services will 
notify the executive agency(ies) in 
writing of a decision designating the 
agency(ies) as recipients of funds from 
a semipostal stamp. 

(h)(1) A proposal submission may des-
ignate one or two recipient executive 
agencies to receive funds, but if more 
than one executive agency is proposed, 
the proposal must specify the percent-
age shares of differential revenue, net 
of the Postal Service’s reasonable 
costs, to be given to each agency. If 
percentage shares are not specified, it 
is presumed that the proposal intends 
that the funds be split evenly between 
the agencies. If more than two recipi-
ent executive agencies are proposed to 
receive funds and the proposal is se-
lected, the proposal is treated as pre-
scribed by paragraph (h)(3) of this sec-
tion. 

(2) If more than one proposal is sub-
mitted for the same cause, and the pro-
posals would have different executive 
agencies receiving funds, the funds 
would be evenly divided among the ex-
ecutive agencies, with no more than 
two agencies being designated to re-
ceive funds, as determined by the vice 
president and consumer advocate. 
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(3) Within 10 days of receipt of a no-
tice indicating that it has been se-
lected to receive funds, a selected agen-
cy could request a proportionately 
larger share if it can demonstrate that 
its share of total funding of the cause 
from other sources (excluding any addi-
tional funds available as a result of the 
semipostal stamp) exceeds that of the 
other recipient executive agency. The 
request must be in writing and must be 
sent to the manager of Stamp Services. 
In those cases, the determination re-
garding the proportional share to be di-
vided among the recipient executive 
agencies is made by the Postal Serv-
ice’s vice president and consumer advo-
cate. 

(i) As either a separate matter, or in 
combination with recommendations on 
a cause and a recipient executive agen-
cy(ies), the Citizens’ Stamp Advisory 
Committee will recommend to the 
postmaster general a design (i.e., art-
work) for the semipostal stamp. The 
postmaster general will make a final 
determination on the design to be fea-
tured.

§ 551.4 Submission requirements and 
selection criteria. 

(a) Proposals on recipient executive 
agencies and causes must satisfy the 
following requirements: 

(1) Interested persons must timely 
submit an original and 20 copies of the 
proposal. For purposes of this section, 
interested persons include, but are not 
limited to, individuals, corporations, 
associations, and executive agencies 
under 5 U.S.C. 105. Interested persons 
submitting proposals are also encour-
aged to submit an Adobe Acrobat (.pdf) 
file saved on a 3.5 inch diskette or CD–
ROM diskette containing the entire 
contents of the submission. In extraor-
dinary circumstances, the office of 
Stamp Services may, in its discretion, 
consider a late-filed proposal. 

(2) The proposal submission must be 
signed by the individual or a duly au-
thorized representative and must pro-
vide the mailing address, phone num-
ber, fax number (if available), and E-
mail address (if available) of a des-
ignated point of contact. 

(3) The submission must describe the 
cause and the purposes for which the 
funds would be spent. 

(4) The submission must demonstrate 
that the cause to be funded has broad 
national appeal, and that the cause is 
in the national public interest and fur-
thers human welfare. Respondents are 
encouraged to submit supporting docu-
mentation demonstrating that funding 
the cause would benefit the national 
public interest. 

(5) The submission must be accom-
panied by a letter from an executive 
agency or agencies on agency letter-
head representing that: 

(i) it is an executive agency as de-
fined under 5 U.S.C. 105, 

(ii) it is willing and able to imple-
ment the proposal, and 

(iii) it is willing and able to meet the 
requirements of the Semipostal Au-
thorization Act, if it is selected. The 
letter must be signed by a duly author-
ized representative of the agency. 

(b) Proposal submissions become the 
property of the Postal Service and are 
not returned to interested persons who 
submit them. Interested persons who 
submit proposals are not entitled to 
any remuneration, compensation, or 
any other form of payment, whether 
their proposal submissions are selected 
or not, for any reason. 

(c) The following persons are dis-
qualified from submitting proposals: 

(1) Any contractor of the Postal 
Service that may stand to benefit fi-
nancially from the Semipostal Stamp 
Program; or 

(2) Members of the Citizens’ Stamp 
Advisory Committee and their imme-
diate families, and employees or con-
tractors of the Postal Service, and 
their immediate families, who are in-
volved in any decision-making related 
to causes, recipient agencies, or art-
work for the Semipostal Stamp Pro-
gram. 

(d) Consideration for evaluation will 
not be given to proposals that request 
support for the following: Anniver-
saries; public works; people; specific 
organizations or associations; commer-
cial enterprises or products; cities, 
towns, municipalities, counties, or sec-
ondary schools; hospitals, libraries, or 
similar institutions; religious institu-
tions; causes that do not further 
human welfare; or causes determined 
by the Postal Service or the Citizens’ 
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Stamp Advisory Committee to be in-
consistent with the spirit, intent, or 
history of the Semipostal Authoriza-
tion Act. 

(e) Artwork and stamp designs should 
not be submitted with proposals.

§ 551.5 Frequency and other limita-
tions. 

(a) The Postal Service is authorized 
to issue semipostal stamps for a 10-
year period beginning on the date on 
which semipostal stamps are first sold 
to the public under 39 U.S.C. 416. The 
10-year period will commence after the 
sales period of the Breast Cancer Re-
search stamp is concluded in accord-
ance with the Stamp Out Breast Can-
cer Act, and as amended by the 
Semipostal Authorization Act, the 
Breast Cancer Research Stamp Act of 
2001, and Public Law 107–67, section 650, 
115 Stat. 514. The Office of Stamp Serv-
ices will determine the date of com-
mencement of the 10-year period. 

(b) The Postal Service will offer only 
one semipostal stamp for sale at any 
given time during the 10-year period. 

(c) The sales period for any given 
semipostal stamp is limited to no more 
than 2 years, as determined by the of-
fice of Stamp Services. 

(d) Prior to or after the issuance of a 
given semipostal stamp, the Postal 
Service reserves the right to withdraw 
the semipostal stamp from sale, or to 
reduce the sales period, if, inter alia: 

(1) Its sales or revenue statistics are 
lower than expected, 

(2) The sales or revenue projections 
are lower than previously expected, or 

(3) The cause or recipient executive 
agency does not further, or comply 
with, the statutory purposes or re-
quirements of the Semipostal Author-
ization Act. The decision to withdraw a 
semipostal stamp is to be made by the 
postmaster general, after review of 
supporting documentation prepared by 
the office of Stamp Services. 

[66 FR 31826, June 12, 2001, as amended at 67 
FR 5215, Feb. 5, 2002]

§ 551.6 Pricing. 
(a) The Semipostal Authorization 

Act, as amended by Public Law 107–67, 
section 652, 115 Stat. 514 (2001), pre-
scribes that the price of a semipostal 
stamp is the rate of postage that would 

otherwise regularly apply, plus a dif-
ferential of not less than 15 percent. 
The price of a semipostal stamp shall 
be an amount that is evenly divisible 
by five. For purposes of this provision, 
the First-Class Mail single-piece first-
ounce rate of postage will be consid-
ered the rate of postage that would 
otherwise regularly apply. 

(b) The prices of semipostal stamps 
are determined by the Governors of the 
United States Postal Service in accord-
ance with the requirements of 39 U.S.C. 
416. 

[66 FR 31826, June 12, 2001, as amended at 67 
FR 5216, Feb. 5, 2002]

§ 551.7 Calculation of funds for recipi-
ent executive agencies. 

(a) The Postal Service is to deter-
mine its reasonable costs in executing 
its responsibilities pursuant to the 
Semipostal Authorization Act, as spec-
ified in § 551.8. These costs are offset 
against the revenue received through 
sale of each semipostal stamp in excess 
of the First-Class Mail single-piece 
first-ounce rate in effect at the time of 
purchase. 

(b) Any reasonable costs offset by the 
Postal Service shall be retained by it, 
along with revenue from the sale of the 
semipostal stamps, as recorded by sales 
units through the use of a specially 
designated account. 

(c) The Postal Service is to pay des-
ignated recipient executive agency(ies) 
the remainder of the differential rev-
enue less an amount to recover the rea-
sonable costs of the Postal Service, as 
determined under § 551.8. 

(d) The amounts for recipient execu-
tive agencies are transferred in a man-
ner and frequency determined by mu-
tual agreement, consistent with the re-
quirements of 39 U.S.C. 416.

§ 551.8 Cost offset policy. 
(a) Postal Service policy is to recover 

from the differential revenue for each 
semipostal stamp those costs that are 
determined to be attributable to the 
semipostal stamp and that would not 
normally be incurred for commemora-
tive stamps having similar sales; phys-
ical characteristics; and marketing, 
promotional, and public relations ac-
tivities (hereinafter ‘‘comparable 
stamps’’). 
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(b) Overall responsibility for track-
ing costs associated with semipostal 
stamps will rest with the Office of Ac-
counting, Finance, Controller. Indi-
vidual organizational units incurring 
costs will provide supporting docu-
mentation to the Office of Accounting, 
Finance, Controller. 

(c) For each semipostal stamp, the 
Office of Stamp Services, in coordina-
tion with the Office of Accounting, Fi-
nance, Controller, shall, based on judg-
ment and available information, iden-
tify the comparable commemorative 
stamp(s) and create a profile of the 
typical cost characteristics of the com-
parable stamp(s) (i.e., manufacturing 
process, gum type), thereby estab-
lishing a baseline for cost comparison 
purposes. The determination of com-
parable commemorative stamps may 
change during or after the sales period, 
if the projections of stamp sales differ 
from actual experience. 

(d) Except as specified, all costs asso-
ciated with semipostal stamps will be 
tracked by the Office of Accounting, 
Finance, Controller. Costs that will not 
be tracked include: 

(1) Costs that the Postal Service de-
termines to be inconsequentially 
small, which include those cost items 
not exceeding $3,000 per invoice; 

(2) Costs for which the cost of track-
ing would be burdensome (e.g., costs 
for which the cost of tracking exceeds 
the cost to be tracked); 

(3) Costs attributable to mail to 
which semipostal stamps are affixed 
(which are attributable to the appro-
priate class and/or subclass of mail); 
and 

(4) Administrative and support costs 
that the Postal Service would have in-
curred whether or not the Semipostal 
Stamp Program had been established. 

(e) Cost items recoverable from the 
differential revenue may include, but 
are not limited to, the following: 

(1) Packaging costs in excess of the 
cost to package comparable stamps; 

(2) Printing costs of flyers and spe-
cial receipts; 

(3) Costs of changes to equipment; 
(4) Costs of developing and executing 

marketing and promotional plans in 
excess of the cost for comparable 
stamps; and 

(5) Other costs specific to the 
semipostal stamp that would not nor-
mally have been incurred for com-
parable stamps. 

(f) The Semipostal Stamp Program 
incorporates the following provisions 
that are intended to maximize differen-
tial revenues available to the selected 
causes. These include, but are not lim-
ited to, the following: 

(1) Avoiding, to the extent prac-
ticable, promotional costs that exceed 
those of comparable stamps; 

(2) Establishing restrictions on the 
number of concurrently issued 
semipostal stamps; and 

(3) Making financial and retail sys-
tem changes in conjunction with regu-
larly scheduled revisions. 

(g) Other costs attributable to 
semipostals but which would normally 
be incurred for comparable stamps 
would be recovered through the post-
age component of the semipostal stamp 
price. These include, but are not lim-
ited to, the following: 

(1) Costs of stamp design (including 
market research); 

(2) Costs of stamp production and 
printing; 

(3) Costs of stamp shipping and dis-
tribution; 

(4) Estimated training costs for field 
staff, except for special training associ-
ated with semipostal stamps; 

(5) Costs of stamp sales (including 
employee salaries and benefits); 

(6) Costs associated with the with-
drawal of the stamp issue from sale; 

(7) Costs associated with the destruc-
tion of unsold stamps; and 

(8) Costs associated with the incorpo-
ration of semipostal stamp images into 
advertising for the Postal Service as an 
entity. 

[66 FR 31826, June 12, 2001, as amended at 67 
FR 5216, Feb. 5, 2002]
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