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[tem 2.02. Results of Operations and Financial Condition.

On August 6, 2008, the United States Postal Service announced financial results for the third
quarter of fiscal year 2008. Attached hereto are a press release and certain supplemental
information setting forth those financial results.

Item 9.01. Financial Statements and Exhibits.

(d) Bxhibits.

Exhibit 99.1 Press release issued on August 6, 2008 regarding financial results for the fiscal
quarter ended June 30, 2008.

Exhibit 99.2 Supplemental Information.
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Exhibit 99.1

Postal Service Reports Third Quarter Loss as Economic Slowdown Continues to
Affect Mailing Industry
On-Time Mail Delivery at Record High

WASHINGTON, DC — The U.S. Postal Service ended its third fiscal year quarter (April 1 —
June 30) with a greater-than-expected net loss of $1.1 billion. The national economic slowdown
reduced mail volume at an accelerated pace and continued inflation in fuel prices produced
rapidly-escalating transportation costs. Despite these financial challenges, Postal Service
employees delivered record-breaking service performance in the third guarter.

For the third quarter ending June 30:

» Operating revenue was $17.9 billion, a decrease of $437 million, or 2.4 percent,
compared to the same period last year.

» Operating expenses totaled $19.0 billion, an increase of only $178 million, or 1.0 percent,
from the third quarter last year, despite substantial increases in fuel prices.

+ Expenses include $1.4 billion of the $5.6 billion payment to the Postal Service Retiree
Health Benefits Fund that the Postal Service is required to make by Sept. 30, 2008, under
the Postal Accountability and Enhancement Act of 2006.

o Mail volume was 48.5 billion pieces, a 5.5 percent drop from the same period last year.
First-Class Mail and Standard Mail volume were each down 5.5 percent in the third
quarter, reflecting the challenging economic environment,

The fiscal 2008 year-to-date net loss totals $1.13 billion. The Postal Service had essentially
broken even in the first half of the fiscal year. With no economic recovery in sight, the Postal
Service expects an end-of-year, economy-driven net loss.

“When the economy does rebound, mail volume may not return to previous levels,” said
Postmaster General John Potter. “This requires that we significantly accelerate process
improvements and the realignment of resources in order to achieve long-term financial success.
Failure to do so will threaten our ability to meet our mission of providing universal service at
affordable prices.”

Record-Breaking Service Performance

In the third fiscal quarter, on-time delivery performance reached record highs for all three
categories of First-Class Mail the Postal Service tracks. Overnight service was 97 percent on-
time, up from 96 percent the same period last year. Two-day service was 95 percent on-time, up
from 93 percent the same period last year. Three-day service was 94 percent on-time, up from 91
percent the same period last year.



“These outstanding results show the tremendous dedication of our employees to provide
excellent customer service, especially as we continue to work with our unions to further reduce
costs and increase efficiency,” said Potter.
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Exhibit 99.2

See attached
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Financial Results




Preliminary Incorne Statement

y =
Qtr Ill, =Y 2008 /ﬂ

Volume

Revenue

Expense
Net Loss

(Data in Millions)

Actual SPLY  Var  %SPLY

48,537 51,387 2,850 -5.5%
$17,920 $18,385 -$465 -2.5%
19,018 _18,3838 180 1.0%

-$1,098 -$453 -$645

Numbers may not add due to rounding.



Preliminary Income Statement | (/ﬂ
Qtr Il YD, FY 20C -
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Actual SPLY Var  %SPLY
Volume 155,232 161,518 -6,286 -3.9%
Revenue $57,220  $56,413 $807 1.4%
Operating Expense 58,353 58,118 235 0.4%
Operating Loss -$1,133 -$1,705 $572
Prior-Year Escrow $0 -$2,958 $2,958
Net Loss -$1.133 -$4,663 $3,530

(Data in Millions) Numbers may not add due to rounding.
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External Environment

1 Accelerated deterioration in the housing and financial
Industries

d Government stimulus package had some positive impacts
early in the quarter, but evaporated by June 2008

(d Economic forecasts continued to decline as the slowdown
spread to many other sectors of the economy

d Inflation, driven by fuel prices, increased dramatically



USPS Perspective E o= |

How are we responding?

1 Reducing costs beyond the $1 billion annual target

d Anticipating cost reductions of $2.0 - $2.5 billion for
fiscal year 2008

d Growing the shipping business and international
services

d Improving Service



Improving Service

d Record setting service performance in the 3rd quarter
=Overnight: From 96% SPLY to 97% on time
*Two Day: From 93% SPLY to 95% on time
*Three Day: From 91% SPLY to 94% on time



4™ Quarter Expectations

d No recovery expected

(J Accelerate focus on cost reductions — 80% of cost is labor
related

Significant loss for the year is anticipated



Volume Trends
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Preliminary Qtr Il 2008 Volume g 4

Volume % SPLY
First-Class 22.3B -5.5%
Standard 23.2B -5.5%
Periodicals 2.2B -3.3%
Express 12M -14.3%
Priority 202M -5.9%
Package Svc 252M -2.7%

Total All Mail 48.5B -5.5%
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Preliminary Qtr Il YTD FY 2008 Volurne g 4

Volume % SPLY
First-Class 70.3B -4.2%
Standard 75.4B -3.7%
Periodicals 6.6B -2.2%
Express 37M -13.2%
Priority 661M -5.0%
Package Svc 850M -3.4%

Total All Mall 155.2B -3.9%



Total Mail Volurne
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*Preliminary



First-Class Maill Volume
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Standard Mail Volume
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Periodicals Volume
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rirst-Class Mail Volume Q3 YTD Shape §

Growth from SPLY
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Standard Mail Volume Q3 YTD Shape

Growth from SPLY
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surmrary

d Economic environment has been very poor for fiscal
year 2008

d High inflation driven by fuel increases

 Anticipated record high COLAs in September 2008
and March 2009
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