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EXECUTIVE SUMMARY

· APWU witness Riley opposes the settlement rates and discounts for First Class worksharing mail because he alleges they “pass through” more than 100% of avoided costs, but the weight of evidence using various measures of avoided costs

indicates the settlement discounts pass through substantially less than 100% of avoided costs.

· Witness Riley uses USPS witness Miller’s “should cost” model estimates of cost avoidance, but he himself states a preference for use of actual CRA data in measuring cost avoidance, which data demonstrate forcefully that the settlement discounts are substantially less than 100% of avoided costs.

· Using basic and refined measures of cost avoidance relying on the Commission’s methodology from R2000-1, I also find cost avoidances associated with the proposed settlement rates pass through substantially less than 100% of costs avoided.

· Witness Riley’s proposed discounts would, contrary to his unsubstantiated assertions, send the wrong price signals to the market, while the proposed settlement rates and discounts, which are close to those supported by USPS rate witness Robinson, would send the correct price signals Witness Riley is concerned to send.

· Witness Riley’s “absolute dollar contribution” method for assigning mark-ups within the FCM letters subclass certainly would not send the correct price signals to the market that the witness intends, as my illustrative calculations using his method result in a 38 cent stamp and higher discounts than the settlement ones he rejects.

· Since both the CRA and PRC Methods of estimating cost avoidance show the settlement discounts on average passing through only about 80% of costs avoided, witness Riley with all the cost avoidance evidence before him should now be delighted at the settlement rates and discounts proposed as a way to help the Postal Service’s finances, because that pass through is near the lower bounds of his proposal to pass through between 80 to 100% of avoided costs.
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