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revenues match expectations or not. The contingency protects all of the services the Postal
Service provides for the American people.

Revenue Requirement Conclusion

The record indicates and the Governors have found that total accrued costs as updated in this
case, including the Field Reserve and Supervisor Cost Adjustments as discussed above, are
$67.825 billion. The provision for recovery of prior years’ losses is $312 million. We have
determined that a contingency of 2.5 percent, or $1.695 billion, is reasonable and appropriate in
this case. Accordingly, we find that the revenue requirement is $69.832 billion.

For the revenue requirement assumed in the Commission's Recommended Decision, we are
satisfied that the rates and fees recommended by the Commission are lawful at this stage, for
the reasons presented in the Commission’s Opinion. While the Postal Service did not have a
practical opportunity to reconsider and update its proposed rate design once the Commission
ordered the mid-case update in costs, the Commission has provided a balanced schedule of
rates and fees that we find, for the most part, to be reasonable and sensible on the current
record. As permitted by law, we have decided to allow these rates and fees to take effect under
protest. By resolution adopted today, the Board has set an effective date of January 7, 2001.

We ask the Commission, on reconsideration, to adjust its recommended rates and fees to
provide revenues consistent with the revenue requirement determined by the Governors,
$69,832 million. In light of our serious concerns about the Postal Service’s financial condition, as
reflected on the record and in our comments above, we urge the Commission to provide further
recommended adjustments as expeditiously as possible, to enable the Postal Service to make
up as much of the shortfall as it can in the remainder of the test year.
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