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continental United States as it has in
the past, provided the costs are not as-
sociated with particular security issues
related to a provider’s Postage Evi-
dencing System or supporting infra-
structure, or with the start-up or im-
plementation of a new plant or of a
new or substantially changed manufac-
turing process.

(1) When conducting an inspection
outside the continental United States,
the Postal Service will make every ef-
fort to combine the inspection with
other inspections in the same general
geographic area in order to enable af-
fected providers to share the costs. The
Postal Service team conducting such
inspections will be limited to the min-
imum number necessary to conduct the
inspection. All air travel will be con-
tracted for at the rates for official gov-
ernment business, when available,
under such rules respecting class of
travel as apply to those Postal Service
representatives inspecting the facility
at the time the travel occurs.

(2) If political or other impediments
prevent the Postal Service from con-
ducting security evaluations of Post-
age Evidencing System facilities in for-
eign countries, Postal Service approval
of the activities conducted in such fa-
cilities may be suspended until such
time as satisfactory inspections may
be conducted.

(d) Have, or establish, and keep under
its active supervision and control ade-
quate facilities for the control, dis-
tribution, and maintenance of Postage
Evidencing Systems and their replace-
ment or secure disposal or destruction
when necessary and appropriate.

§501.4 Changes in ownership or con-
trol, bankruptcy, or insolvency.

(a) Any person or entity authorized
under §501.2 must promptly notify the
Postal Service when it has a reasonable
expectation that there may be a
change in its ownership or control in-
cluding changes in the ownership of an
affiliate which exercises control over
its Postage Evidencing System oper-
ations in the United States. A change
of ownership or control within the
meaning of this section includes entry
into a strategic alliance or other agree-
ment whereby a third party either has
access to data related to the security
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of the system or is a competitor to the
Postal Service. Any person or entity
seeking to acquire ownership or con-
trol of a person or entity authorized
under §501.2 must provide the Postal
Service satisfactory evidence that upon
completion of the contemplated trans-
action, it will satisfy the conditions for
approval stated in §501.2. Early notifi-
cation of a proposed change in owner-
ship or control will facilitate expedi-
tious review of an application to ac-
quire ownership or control under this
section.

(b) Any person or entity authorized
under §501.2 must promptly notify the
Postal Service when it has a reasonable
expectation that there may be a
change in the status of its financial
condition either through bankruptcy,
insolvency, assignment for the benefit
of creditors, or other similar financial
action. Any person or entity author-
ized under §501.2 who experiences a
change in the status of its financial
condition may, at the discretion of the
Postal Service, have its authorization
under §501.2 modified or terminated.

§501.5 Burden of proof standard.

The burden of proof is on the Postal
Service in administrative determina-
tions of suspension and revocation
under §501.6 and administrative sanc-
tions under §501.12. Except as other-
wise indicated in those sections, the
standard of proof shall be the prepon-
derance-of-evidence standard.

§501.6 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
provider’s approved Postage Evidenc-
ing System(s) if the provider engages
in any unlawful scheme or enterprise,
fails to comply with any provision in
this Part 501, fails to implement in-
structions issued in accordance with
any final decision issued by the Postal
Service within its authority over Post-
age Evidencing Systems or if the Post-
age Evidencing System or infrastruc-
ture of the provider is determined to
constitute an unacceptable risk to
Postal Service revenues.
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(b) The decision to suspend or revoke
pursuant to paragraph (a) of this sec-
tion shall be based upon the nature and
circumstances of the violation (e.g.
whether the violation was willful,
whether the provider voluntarily ad-
mitted to the violation, or cooperated
with the Postal Service, whether the
provider implemented successful reme-
dial measures) and on the provider’s
performance history. Before deter-
mining that a provider’s authorization
to manufacture and/or distribute Post-
age Evidencing Systems should be sus-
pended or revoked, the procedures in
paragraph (c) of this section shall be
followed.

(c) Suspension or revocation proce-
dures:

(1) Upon determination by the Postal
Service that a provider is in violation
of provisions of this Part 501, or that
its Postal Evidencing System poses an
unreasonable risk to postal revenue,
PTM, acting on behalf of the Postal
Service shall issue a written notice of
proposed suspension citing the specific
conditions or deficiencies for which
suspension of authorization to manu-
facture and/or distribute a specific
Postage Evidencing System or class of
Postage Evidencing Systems may be
imposed. Except in cases of willful vio-
lation, the provider shall be given an
opportunity to correct deficiencies and

achieve compliance with all require-
ments within a time limit cor-
responding to the potential revenue

risk to postal revenue.

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

(3) The notice shall also advise the
provider of its right to file a response
under paragraph (d) of this section. If a
written response is not presented in a
timely manner the suspension may go
into effect. The suspension shall re-
main in effect for ninety (90) calendar
days unless revoked or modified by
PTM.

§501.6

(4) 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 (c)(5)(iii) of this section.

(5) At the end of the ninety (90) day
suspension, the Postal Service may:

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

(i) Make a determination to revoke
authorization to manufacture and/or
distribute a Postage Evidencing Sys-
tem in part or in whole.

(iii) Withdraw the suspension based
on identification and implementation
of a satisfactory solution to the prob-
lem.

(d) The provider may present the
Postal Service with a written defense
to any suspension or revocation deter-
mination within thirty (30) calendar
days of receiving the written notice
(unless a shorter period is deemed nec-
essary). The defense must include all
supporting evidence and state with
specificity the reasons why the order
should not be imposed.

(e) After receipt and consideration of
the defense, PTM shall advise the pro-
vider of its decision and the facts and
reasons for it. The decision shall be ef-
fective on receipt unless provided oth-
erwise. The decision shall also advise
the provider that it may be appealed
within thirty (30) calendar days of re-
ceipt (unless a shorter time frame is
deemed necessary). If an appeal is not
filed in a timely manner, the decision
of PTM shall become a final decision of
the Postal Service. The appeal may be
filed with the Chief Marketing Officer
of the Postal Service and must include
all supporting evidence and state with
specificity the reasons the provider be-
lieves that the decision is erroneous.
The decision of the Chief Marketing Of-
ficer shall constitute a final decision of
the Postal Service.

(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
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Service, the United States,
other person or entity.

or any

§501.7 Postage Evidencing System re-
quirements.

(a) A Postage Evidencing System
submitted to the Postal Service for ap-
proval must meet the requirements of
the Performance Criteria for Informa-
tion-Based Indicia and Security Archi-
tecture for Open IBI Postage Evidenc-
ing Systems or Performance Criteria
for Information-Based Indicia and Se-
curity Architecture for Closed IBI
Postage Metering Systems published
by PTM. The current versions of the
Performance Criteria may be found on
the Postal Service Web site at http:/
www.usps.com/postagesolutions/
programdoc.html or requests for copies
may be submitted via mail to the ad-
dress in §501.2(g).

(b) The provider must affix to all me-
ters a cautionary message providing
the meter user with basic reminders on
leasing and meter movement.

(1) The cautionary message must be
placed on all meters in a conspicuous
and highly visible location. PROP-
ERTY OF [NAME OF PROVIDER] as
well as the provider’s toll-free number
must be emphasized by capitalized bold
type and preferably printed in red. The
minimum width of the message should
be 3.25 inches, and the minimum height
should be 1.75 inches. The message
should read as follows:

RENTED POSTAGE METER-NOT FOR
SALE

PROPERTY OF [NAME OF PROVIDER]

(800) ###H—H##H
Use of this meter is permissible only under

U.S. Postal Service authorization. Call

[Name of Provider] at (800) ###—#### to relo-

cate/return this meter.

WARNING! METER TAMPERING IS A FED-
ERAL OFFENSE.

IF YOU SUSPECT METER TAMPERING,
CALL POSTAL INSPECTORS AT (800) 372—
8347
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.

(2) Exceptions to the formatting of
the required message are determined
on a case-by-case basis. Any deviation
from standardized meter message re-
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quirements must be approved in writ-
ing by the Postal Service.

(c) The provider must ensure that
any matter printed by a postage evi-
dencing system, whether within the
boundaries of the indicia or outside the
clear zone as defined in DMM 604.4.0
and the Performance Criteria for Infor-
mation-Based Indicia and Security Ar-
chitecture for Open IBl Postage Evi-
dencing Systems or Performance Cri-
teria for Information-Based Indicia and
Security Architecture for Closed IBI
Postage Metering Systems, is:

(1) Consistent with the Postal Serv-
ice’s intent to maintain neutrality on
religious, social, political, legal, moral,
or other public issues;

(2) Is not obscene, deceptive, or de-
famatory of any person, entity, or
group, and does not advocate unlawful
action;

(3) Does not emulate any form of
valid postage, government, or other of-
ficial indicia, or payment of postage;
and

(4) Does not harm the public image,
reputation, or good will of the Postal
Service and is not otherwise deroga-
tory or detrimental to the interests of
the Postal Service.

(d) Providers must also ensure that
customers acknowledge, agree, and
warrant in writing that:

(1) The customer bears full responsi-
bility and liability for obtaining au-
thorization to reproduce and otherwise
use the matter as proposed (including,
without limitation, any trademarks,
slogans, likenesses or copyrighted ma-
terial contained in the image);

(2) The customer in fact has the legal
authority to reproduce and otherwise
use the matter as proposed; and

(3) The customer understands that
images or other matter is not provided,
approved, or endorsed in any way by
the Postal Service.

§501.8 Postage Evidencing System test
and approval.

(@) To receive Postal Service ap-
proval, each Postage Evidencing Sys-
tem must be submitted by the provider
and evaluated by the Postal Service in
accordance with the Postage Evidenc-
ing Product Submission Procedures
published by PTM. The current version
of the Product Submission Procedures
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