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Joint Area Vice Presidents; Managers, Operations Support; Area Marketing Managers Meeting
September 11, 2008



2009 F-2 Challenge

FUNCTION 2 CLOSING THE GAP STRATEGIES

(millions)

Workhours Dollars
Reduce Route Structure
Fall / Spring Adjustments 12.7 $530
Continuous Improvement
Maintain Hours per Rt 8.1 $300
Collection Standardization
Reduce Dedicated Coll Rts 0.7 $25
Function 2B 21.5 $855
Rural Mail Count Annualization 3.7 $115
Rural DPS at 85% 1.0 $30
Function 2A 4.7 $145

Total Savings 26.2 $1,000



2009 F-2 Budget

POSTAL SERVICE

FUNCTION 2 FY 2009 BUDGET ALLOCATION - AREA SUMMARY

ORIGINAL FBUD

~ TOTALFUNCTION2 |

. TOTAL :
'WORKHOURS  DOLLARS

CM 954 501 $33,797 446

EA 1,060,117 $37 307 005
GL 1,511 521 #53,850 418
NY B39 435 $23,139 536
NE 673 527 $23 846 450
PA 1,341,420 $49 420 53581
SE 1,489 564 $50,074 055
Sw 1,287 3583 $45 585 845
WE 1,490,350 $52,073 755



Strategy / Tactics

Strategies/Tactics + Qtr 1 FY 2009

B Continuous Improvement
— Drive Major Delivery Efficiency Components
FY 2009 CDPOM Productivity Expectations

¢ % Standard at Demonstrated Performance
¢ % Adjusted Street Base at 98%
¢ DPS at 90%

— Eliminate Two Costly Paradigms
¢ Fall Mailing Season (Sep thru Nov) Opportunity

¢ December (Christrnas) Opportunity

Result - Maintain Current Hours per Route Performance
in Qtr 1 - $300 million



Continuous Improvement

Standardized, Proactive Scheduling/Staffing Tool has Helped
to Drive Continuous Improvement In Delivery Efficiency

CDPOM Productivity Expectations:

Offite 10096 Standard
FY 2007 Qtr 3. .. Steffice 100 &HrertBederd
FY 2009 Qtr 1.. DP t.%@.e...t ........................... 85(6)80/ Street-Base

Of[’gps 0% 97Wndard

FY 2008 Qtr 1. .. Street 100% Street Base

B 90% Standard - Cuurnert.t...E.Fa)ﬁci.l.ot./be.rhbmst.%?t(@d....l?@rﬁommmne h DA% e d

— Aligns CDPOM withif2@IS Daily P@jectdosmsdard

FY 2008 Qtr 4 . .. Street 98% Street Base
B 90% DPS - FY 2009 Budggtslarget 89%
—_ 4 Of 9 Areas CumntIYAChiEVing ......................................................................................
Office 90% Standard

B 98%YAHjUSIel Street Basttiest Areas Achievivigein Bised
DPS % 90%




Continuous Improvement
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' Eliminate Costly Paradigms
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2007 SEP-NOV HRS per ROUTE SAVINGS POTENTIAL

Hours per Route

Result: Maintain Current Route Coverage in Qtr 1

Savings if
Current Hrs | Savings if Hrs
Total Sep- | Current Hrs per Route | per Route are
Current | Sep 07 | Oct07 Mow 07 Nov 07 Hrs | per Route Performance | Managed to
Area Foutes |Hrs per Rt|Hrs per Rt|Hrs per Rt per Route {Aug 08) is Maintained 8.00
MY METRO 15,707 8.41 8.54 8.64 8.60 7.88 831,935 692,456
MORTHEAST 13,261 8.22 8.34 8.559 8.44 774 690,317 433,176
EASTERN 19,863 7.98 8.12 8.37 8.15 7.62 783,142 226,595
WESTERN 23872 8.08 8.27 8.44 8.26 7.65 1,084,262 463,387
FACIFIC 24 209 8.41 8.57 8.76 8.58 7.95 1,129,001 1,039,243
SOUTHWEST 15347 8.31 8.48 8.64 8.47 7.91 641,278 539,067
SOUTHEAST 17 352 7.70 8.27 8.50 8.15 7.70 573,941 188,726
GREAT LAKES | 21536 8.05 8.17 8.38 8.20 7.67 842,578 316,669
CAFP METRO 11,420 8.22 8.36 8.65 8.41 7.74 566,033 346,313
National | 162,717 | 8.16 8.34 856 | | 835 74| FAMABT | 4247671 |
POTENTIAL SEP-NOV SAVINGS $264 million |$157.2 million

* Bazed on 74 delivery days



Hours per Route

POSTAL SERVICE

Tactic: Maintain Current Route Coverage in Qtr 1 (LDC 23/27)

Savings if Current
Total Sep- | Current Hrs Hrs per Route

Current | Sep 07 Hrs | Oct 07 Hrs | Mov 07 Hrs Nov 07 Hrs | per Route Performance is
Area Houtes per Rt per Rt per Bt per Houte {Aug 08) Maintained
MY METREC 15,707 0,95 1.00 1.06 1.01 0.91 120,716
NORTHEAST 13,261 0,47 0.49 0,30 0.49 0.42 66,027
EASTERM 19,863 0,27 0.28 0.29 0.28 0.26 27,389
WESTERM 23,972 0,18 0.19 0.19 0.18 0.17 26,459
FACIFIC 24,299 0.28 0.29 0.28 0.28 0.27 25,757
SOUTHWEST 15,347 0,16 0.18 0.13 0.17 0.16 14,367
SOUTHEAST 17,352 0,13 0.13 0.14 0.13 0.13 3,617
GREAT LAKES 21,536 0,26 0.26 0.26 0.26 0.24 34,335
CAPITAL METRO | 11,420 0,33 0.34 0.36 0.34 0.33 11,675
Mational 162,717 0.32 0.33 0.34 0.33 0.30 330,341

POTENTIAL SEP-NOV SAVINGS $12,222 602

* Bazed on 74 delivery days
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Eliminate Costly Paradigms

Tactic: Manage to Actual Workload During December

December 2007 SAVINGS POTENTIAL

Savings if Current
Hrs per Route Savings if Hrs per
Current | December Hours per Route Performance is Route are
Area Foutes 2007 (Aug 08) Maintained Managed to 5.00
MY METRO 15,707 8.50 7.8 222,276 178,925
MORTHEAST 13,261 8.63 7.4 270,644 191,343
EASTERM 19,863 8.1b f.b2 248,034 74431
WESTERM 235972 8.48 7.63 455,634 262,659
FACIFIC 24 255 8.60 7.95 364,096 336,199
SOUTHWEST 15 347 8.52 7.91 215,130 183,362
SOUTHEAST 17 352 8.24 7.70 213,927 94,199
GREAT LAKES 21 536 8.41 7.67 364,291 200,833
CAF METRO 11,420 8.46 7.4 189,863 121,571
National | 162,717 | 844 | | 7.74 | 2,543,895 | 1,643,521 |
POTENTIAL DECEMBER SAVINGS $94.1 million $60.8 million

* Bazed on 23 delivery days



Eliminate Costly Paradigms

Tactic: Manage to Actual Workload During Dec (LDC 23/27)

Haours per Savings if Current Hrs per
Current December Foute Route Performance is

Area Foutes 2007 (Aug 08) Maintained
MY METRED 15,707 1.35 0.91 157,323
MORTHEAST 13,261 0,70 0.42 84.016
EASTERM 19,863 0,26 0.26 46,810
WESTERMN 23,972 0.25 0.17 45,911
FACIFIC 24,259 o232 0.27 25,428
SOUTHWEST 15,347 0.22 0.16 20,864
SOUTHEAST 17,352 .19 0.13 25,687
GREAT LAKES 21,536 .35 0.24 55,652
CAFITAL METED 11,420 0,49 0.33 42,715
Mational 162,717 0.44 0.20 504,406

POTENTIAL DEC SAVINGS $18,663,014

* Bazed on 23 delivery davs



Savings Summary

QTR 1 OPPORTUNITY + MAINTAIN CURRENT HRS per RT

WORKHOUR

Qtr 1, FY 2009 SAVINGS

€ DELIVERY ROUTES OCT-NOV 4,858,251

€ LDC 23/27 OCT-NOV 224,632

€ DELIVERY ROUTES DECEMBER 2,543,895
€ LDC 23/27 DECEMBER 504,406

TOTAL SAVINGS POTENTIAL 8,131,184

DOLLARS
SAVINGS

$179,755,299

$8,311,369

$94,124,130
$18,663,014

$300,853,812



2009 Rt Structure
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2009 Rt Structure

Plan Supported Routes ~ FY 2008 vs FY 2009

FY 2008 FUNDED ROUTES

Current City [FY 2008 Plan
Current | Current | Route Daily | Supported
Area Routes |Daily Base Plan Routes
Clvl 11,379 | 90,875 93,460 11,683
EA 19,643 | 155,132 155,811 19,476
GL 21,391 | 169,010 | 168,770 21,096
NE 13,113 | 105,651 | 106,190 13,274
NY 15,670 | 126,198 130,582 16,323
PA 24,119 | 192,680 199,600 24,950
SE 17,247 | 135,553 139,478 17,435
SW 15,270 | 120,241 125,258 15,657
WE 23,8060 | 187,582 192,939 24,117
National | 161,638 1,282,922 | 1,312,087 164,011

* Assumes that Routes are Eliminated Day 1, FY 2009

Source: DOIS (actual Base Data), Flash (Roukes and Plan Hrs)



Strategy / Tactics

Strategies/Tactics - FY 2009 Route Structure

B Conduct Fall Route Inspections / Minor Rt Adjustments

Execute the Strategy:
- MRA Where Current Rt Inspection Data Exists ~ Using COR

= Full RCI Focus on Inner City Low Volume Units
— Continuous Vacant/Opportunity Route Reviews
— Negotiated Minors

M District Manager Route Reduction Targets

B Aggressive Spring Route Inspection / MRAs

B Casers and Deliverers Concept



Fall Readiness

POSTAL SERVICE

Fall Targeted Route Inspection Tracking Report
Report Date: 09-10-2008

Baseline (July 2008)

Percent % Units with
Routes COR Current
with COR Average Base Base Base Database Average
Database AMSOP Office Street Total Prep AMSOP
Area Routes Prepped Score Hours Hours Hours Vehicles Complete Score
CAP METRO 523 52% 7% 1610 2538 4,148 481 100% 78%
EASTERN 615 16% 91% 1439 3466 4904 703 80% 91%
GREAT LAKES 608 19% 73% 1,341 3,494 4835 675 96% 85%
NY METRO 267 0% 63% 733 1373 2,106 280 16% 63%
NORTHEAST 319 15% 65% 739 1,792 2,532 346 87% 69%
PACIFIC 993 14% 61% 2746 5154 7900 1,162 20% 61%
SOUTHEAST 1,009 19% TT% 2260 5711 7972 1,039 73% 80%
SOUTHWEST 538 26% 76% 1079 3140 4219 571 42% 6%
WESTERN 805 26% 42% 1,793 4590 6,382 909 50% 44%
Grand Total 5,677 21% 69% 13,740 31,258 44997 6,166 63% 1%




DM Targets

ESTABLISH DISTRICT MANAGER ROUTE REDUCTION TARGETS
FALL RT ADJUSTMENT SAVINGS POTENTIAL AT 1 ROUTE IN 20+ ROUTE UNITS

Units with 20+ Routes

(et | T
AREA 20+ Routes
MY METRO 353 11,113
MORTHEAST 275 8,394
EASTERN A03 12 574
YWESTERMN 552 17 326
FACIFIC F54 20115
SOUTHWEST 338 10 554
SOUTHEAST 353 11,224
GREAT LAKES 507 15,838
CAPITAL METRO 255 7 958
MATICMAL 3,750 115,126
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DM Targets

ESTABLISH DISTRICT MANAGER ROUTE REDUCTION TARGETS
FALL RT ADJUSTMENT SAVINGS POTENTIAL AT 1 ROUTE IN 20+ ROUTE UNITS

Units with 20+ Routes POTENTIAL 2009 SAVINGS

ooy | 1| Taguos % Ykm Sains 0 DollrSovings
QET’[;;EI:;S Foutes Fﬂillljintli'lntﬁ Implementation Implementation
DISTRICT (228 Del Days) (228 Del Days)
MASSACHUSETTS a1l 1540 al 91,200 $3,374,400
BOSTOM 49 1578 19 89,376 $3,306,912
SE MEWY ENGLAMD a0 1,018 38 69,312 $2.564,544
MHAERMONT 12 292 12 21,888 $809,856
Il AIME Fi 165 f 12,768 $472,416
COMMECTICUT all 2 057 b0 109,440 $4,049,280
ALBANY 23 R 23 41,952 $1,552,224
WESTERM MY B 1,121 36 65,664 $2.429,568
MORTHEAST TOTAL 275 8,354 273 501,600 $18,559,200




2009 Rt Adjustments
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2009 Route Adjustment Timeline

Fall Adjustments

CONDUCT CAPTURE SAVINGS

‘QTR]_ | VQTRZV | 7QTR3‘ | VQTR47

Fall 2009 Savings Potential Based on 3,750 DM Target

OoCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP FY 2009

Fall 0 0 0 750 720 780 780 780 750 750 780 780 6.8 mill




Strategy / Tactics

Strategies/Tactics - FY 2009 Route Structure

B Spring Route Inspection / MRAsS

Traditional Processes - Execute the Strategy

- MRA Where Current Rt Inspection Data Exists - Using COR
— Targeted Full Route Count & Inspections

— Continuous Vacant/Opportunity Route Reviews

— Negotiated Minors

Aggressive
= Pursue Nat'l UhientNegdotiations (from alpesition of strenigth)n s

— Potential Article 19 Eliminating the Requirerent for:
< Current Route Inspection Data

+ Same Carrier on Route

— Allows Across the Board Minor Adjustrnents for Volurne
Reductions Plus COR Usage
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2009 Rt Adjustments

Fall Adjustments

2009 Route Adjustment Timeline

QTR 2

e CAPTURE SAVINGS =)

QTR 3

QTR 1
Spring 2009 Savings Potential Based on 6,300 Required Target
OCT NOV DEC JAN FEB MAR APR MAY JUN JUL AUG SEP FY 2009
Spring| 0 0 0 0 0 0 0 0 1,446 | 1,446 | 1,504 | 1,504 | 5.9 mill
Fall 0 0 0 750 720 780 780 780 750 750 780 780 6.8 mill
Total 0 0 0 750 720 780 780 780 2,196 2,196 2,284 2,284 12.7 mill




