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A. Revision. This revised edition of Handbook F-66A, Investment Policies and Procedures —
Major Facilities, updates the policy and procedures for Postal Service™ investments to
ensure that projects adhere to the Strategic Transformation Plan 2006—2010 strategy to
reduce costs. Reducing costs includes the commitment to enhance corporate financial
responsibility and to continue to invest in equipment, technology, and facilities. This
handbook replaces the March 1999 edition.

B. Explanation. The following manuals are the source information related to the Postal
Service’s investment policies and processes. This handbook is one of six modules that are
published and distributed separately. The following handbooks are used to address the
unique requirements associated with specific investment types:

] Handbook F-66, General Investment Policies and Procedures.

] Handbook F-66A, Investment Policies and Procedures — Major Facilities.
m  Handbook F-66B, Investment Policies and Procedures — Major Equipment.
] Handbook F-66C, Field Investment Policies and Procedures.

] Handbook F-66D, Investment Policies and Procedures — Business Initiatives,
Alliances, Real Estate Development, and Major Operating Expense Investments.

m  Handbook F-66E, Investment Policies and Procedures — Postal Support and
Information Systems.

C. Changes. Handbook F-66A provides updated guidance concerning major facility
investment projects that require Headquarters approval, including documentation, review
and approval, validation, compliance, and Decision Analysis Report modification
requirements.

D. Online Availability. You may view this handbook in electronic format on the Postal Service
PolicyNet Web site.
1. Go to http://blue.usps.gov.
2. Under “Essential Links” in the left-hand column, click on References.
3. Under “Policies” on the right-hand side, click on PolicyNet.
4. Click on Hbks.

E. Comments and Questions. Address comments or questions to:

CAPITAL AND PROGRAM EVALUATION
US POSTAL SERVICE

475 LENFANT PLZ SW RM 8541
WASHINGTON DC 20260-5231
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1 Overview

1-1  About This Handbook

1-2 Purpose

This handbook describes the investment process for major facility projects
that require Headquarters approval. The vice president and controller of
Finance must approve exceptions to these policies. Sponsors must document
requests for exceptions and approvals.

Note that related projects having a common objective must be presented as a
single project (unitary plan). Sponsors may not split projects to avoid getting
approval from a higher level of management. For example, renovating a main
Post Office (MPO) and building a new processing and distribution facility to
offload mail processing operations from the MPO must be presented as a
single project.

January 2006

This handbook is intended to serve as a guide to the requirements for
initiating major facility investments, which includes the following:

a. Preparing the required documentation.

b. Reviewing, validating, and approving projects at the Headquarters
level.

C. Tracking the progress of projects to ensure compliance with the
approved plan.

d. Requesting, reviewing, and approving changes to a previously
approved project.

The purpose of these policies and procedures is to ensure that major facility
investments support the strategic objectives of the Postal Service, make the
best use of available resources, and establish management accountability for
investment decisions. Whether or not these policies and procedures cover a
specific situation, prudent business sense must be applied.



1-3 Investment Policies and Procedures — Major Facilities

1-3 Definitions

Major facility investments are facility projects that require Headquarters

approval (see[Exhibit 2-1, Delegations of Approval Authority, in Handbook
F-66, General Investment Policies and Procedures). This includes the

following:
a. Projects that exceed $5 million.

b. Lease and rental agreement projects with an annual rent of $500,000
or more or a total lease cost of $5 million or more. Total lease cost is
the cost of the lease (including all renewal options during the 10-year
operating period and any fixed-price rental options thereafter)
discounted at the cost of capital, plus the undiscounted cost of
renovations.

Major facility projects may include customer service and sales, processing
and distribution, or Headquarters facilities. Within these categories, facility
projects may involve any of the following:

a. New construction owned.

b Purchase of an existing building.
C. Major expansion or renovation.
d Leasing a facility.

1-4  Project Documentation

The sponsor, or requesting organization, prepares a Decision Analysis
Report (DAR) recommending an investment and providing the approving
authority with adequate information to make a prudent business decision.
Minimum requirements for DARs for major facility projects are addressed in
. DAR backup documentation requirements are addressed in

1-5 Review and Approval Process

The Headquarters review and approval process for major facility projects is
described in Finance must validate major facility projects (see

chapter 5).

Field-sponsored projects must be reviewed and approved by the field and are
subject to a financial assessment at the area level before they are forwarded
to Headquarters for review, validation, and final approval (see Handbook
F-66C, Field Investment Policies and Procedures).

2 Handbook F-66A



1-6 Program Performance Metrics

The sponsor must establish metrics (indicators and methods for data capture
and reporting) that can be used to evaluate program performance. The
sponsor also must establish a process to identify metrics that can be used to
track performance of capital and major expense investments for programs
that require a DAR. The purpose of this requirement is to establish
program-relevant measurements that enable management to identify lessons
learned and take corrective actions (as appropriate) in the preliminary
implementation phase of programs while determining the likelihood of
achieving the savings identified in the DAR. The metric(s) will also be used in
after-cost studies in conjunction with other traditional financial-related
indicators, such as workhour and dollar savings, to evaluate the success of
the program. See Handbook F-66 for additional requirements pertaining to
performance metrics.

1-7 Risk Management

January 2006

Risk management includes the process associated with identifying,
analyzing, prioritizing and controlling, and mitigating investment risk. The risk
management process involves the following four processes:

a. Risk identification — determining which risks are likely to affect the
investment project and documenting the characteristics of each risk.

b. Risk prioritization and quantification — defining opportunities and
response to potential threats and rank them.

C. Risk analysis — evaluating risks and risk interactions to assess the
range of possible investment (project) outcomes.

d. Risk response control — responding to change in risk over the
course of the investment project — based on the risk management plan
(i.e., program management plan).

The DAR narrative and backup documentation must address each of these
four processes. Risk identification, analysis, and prioritization and
quantification fit easily into existing investment analysis activities.

Risk response control is a process that involves more than agreement with
assumptions and their accompanying calculations. An integrated
multi-functional approach for responding to and controlling risk has the
following benefits:

a. Provides for the overall mitigation of investment risks.

b. Influences the extent with which senior management may favorably
view an investment.

A process that identifies and mitigates known risks combined with identified
strategies that can be implemented when the magnitude and range of risks
become known. This may make investments with relatively higher (than
average) risk potential become viable and suitable for senior management’s
approval. For example, if maintaining the project schedule is identified as a
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risk, then actions that describe how schedule slippage will be addressed may
contribute to the eventual approval of the investment — even when a specific
risk has been identified. See Handbook F-66, subchapter 5-5, for detailed risk
analysis requirements.

1-8 Compliance Procedures

Major facility projects are tracked throughout the progress of the investment
using DAR Compliance Reports, which the sponsor must prepare quarterly
from the time a project is approved until 18 months after completion or

move-in (see [chapter 6]and Handbook F-66, chapter 7).

1-9 DAR Modifications

If the scope of an investment changes significantly after it has been
approved, the sponsor must prepare a DAR Modification Request to request
a change from the approved plan. The appropriate approving official must
review, validate, and approve this request before the sponsor may take action

that departs from the approved DAR (see|chapter 7).

Handbook F-66A



2 Decision Analysis Report

2-1 About This Chapter

This chapter presents the minimum requirements for DARs for major facility
projects. The backup documentation requirements are discussed in

chapter 3]

2-2 Purpose

The purpose of a DAR is to ensure that Postal Service investments are
properly documented and reviewed. A DAR must be prepared when the
requiring organization requests an investment. The DAR defines the problem
and details the need for the expenditure, providing sufficient detail to enable
the approving officials to make an informed decision.

2-3 Responsibility

231 Sponsor

The sponsor is the person in the functional organization who is requesting the
project. The sponsor ensures that the DAR and all required backup
documentation are prepared. The sponsor also ensures that the project is
implemented in accordance with the final approved DAR.

2-32 Preparer

Usually the sponsor prepares the DAR for a major facility. An analyst at a
facilities service office (FSO); the Memphis Major Facilities Office (MFO); or
Facilities Planning and Approval, Headquarters; may prepare the DAR on
behalf of the sponsor.

233 Reviewer

The manager of Facilities Planning and Approval, must review all DARs for
major facility projects before the DAR is forwarded to the approving officials.

January 2006 5
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234 Approving Officials

The DAR must be approved at the level specified in Handbook F-66, Exhibit
2-1, Delegations of Approval Authority. Major facility projects may require
approval by all of the following:

a.

b
c.
d

o

Plant or district manager.
Area Capital Investment Committee (CIC).
Vice president of Area Operations.

Headquarters vice president or deputy postmaster general and chief
operating officer (COO).

Headquarters CIC.
Postmaster general/chief executive officer (PMG/CEO).

Board of Governors (after review and concurrence by the Capital
Projects Committee of the Board).

2-4 DAR Planning Activities

2-5 Format

The following planning activities occur before the DAR is prepared and
generate information to develop the DAR:

a.
b.

The sponsor identifies a need.

The project is added to the Five-Year Capital Investment Plan through
the prioritization process.

The sponsor develops the facility planning concept (FPC).

A planning parameters meeting is held to finalize the FPC and identify
alternative solutions.

The sponsor develops space and site requirements.

The sponsor conducts real estate activities and develops estimates of
construction costs.

The sponsor completes retail studies.

The sponsor provides operational data to the person who prepares the
DAR.

The DAR for any project that requires Headquarters approval must be
prepared as follows:

a.

Use Microsoft Word for the text and Microsoft Word or Excel for the
exhibits, in accordance with Postal Service standards.

Format the text in Arial 10-point type, left-justified, and single-spaced.
Set all margins (top, bottom, right, and left) to 1 inch.

Number all pages consecutively after the table of contents, except
page 1.

Handbook F-66A



Decision Analysis Report

2-6

e.  Title all exhibits and include the name of the project on each.

f. Spell out numbers from zero to nine, and use numerals for larger
numbers. However, use numerals for all measurements, percentages,
and dollar amounts (e.g., 6.4 acres, 3 years, 7 percent, and $28.2
million).

g.  Spell out terms the first time they are used; if an abbreviated form is
commonly used, include it in parentheses; thereafter, use the
abbreviation or acronym.

h. Print the document on paper that measures 8-1/2 by 11 inches. Print on
one side only.

Seelexhibits 2-2(and for sample DARs in the approved format.

2-6 DAR Components

January 2006

A DAR is composed of a narrative section, exhibits, and required backup
documentation. Normally the narrative section is 2-5 pages. However, the
complexity of the project determines the amount of detail required. The DAR
must be detailed enough to enable the approving officials to adequately
assess the project.

The DAR for a major facility project must include these elements, in the order
listed:

a. Cover page.
b Signature page.
C. Table of contents.
d Narrative, which includes a discussion of the following:
(1) Background and problem definition.
) Alternatives analyzed.
) Sustaining baseline (if applicable).
) Alternatives eliminated.
(5) Priority.
) Analysis of incremental investment (if applicable).
)  Financial summary.
(8) Recommendation.
e. Exhibits, each on a separate page, which include the following:

(1) Site map.

(2) Site, environmental, and intergovernmental summary.
(3) Investment cost sheet.

(4) Cash flow analysis.

(5) Population and mail volume projections.

(6) Productivity and service impacts.

(7) Space summary.
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(8) Summary of operations.
(9) Project schedule.

Cover Page

The cover page includes the Postal Service logo, the words “DECISION
ANALYSIS REPORT,” the name and location (i.e., city and state) of the
project, type of project (e.g., Processing and Distribution Center and Bulk
Mail Center, Station), name of the sponsoring organization (e.g., Facilities),
and the preparation date. If the DAR contains proprietary information, the
document must be marked with the words “RESTRICTED INFORMATION” to
ensure confidentiality. The standard design format is available from Facilities
Planning and Approval, or Capital and Program Evaluation, Finance.

Signature Page

Signing the DAR indicates agreement with the project’s concepts,
assumptions, and operational and budgetary impacts. Signatures of acting
managers for reviewing and approving officials are not accepted. Acting
managers may not sign a DAR except in cases of a manager’s long-term
absence or for details where a temporary change in authority has been
documented in writing.

The signature page must conform to the following format:

PREPARED BY:  <Signature and date signed>
<Typed name, title, and organization> Date

REVIEWED BY:  <Signature and date signed>
<Typed name, title, and organization> Date

SPONSORED BY: <Signature and date signed>
<Typed name, title, and organization> Date

APPROVED BY: <Signature and date signed>
<Typed name, title, and organization> Date

For projects approved below the PMG/CEQO approval level, the “Approved by”
block is signed by the appropriate approving official indicating final approval
of the project. For projects requiring approval by the PMG/CEO or Board of
Governors, the “Approved by” block represents the highest operational
approval (in most cases, the vice president of Area Operations, who does not
have final approval authority). If the PMG/CEO has final approval authority,
the PMG/CEO indicates approval by signing either a briefing sheet or an
additional “Approved by” block on the signature page of the DAR. For
projects approved by the Board of Governors, final approval is not indicated
by signing the DAR. The minutes of the Board meeting document these
approvals.

When a project impacts multiple approval levels or multiple functional areas,
additional “Sponsored by” and “Approved by” signature blocks may be
required.

Handbook F-66A
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2-6.3

2-6.4

2-6.4.1

2-6.4.2

2-6.4.2

Table of Contents

The table of contents lists each main heading and exhibit title and the
beginning page number.

Narrative

Background and Problem Definition

The background and problem definition section describes the current
situation, including major problems with the existing facilities and
opportunities for improvement resulting from completion of the proposed
project. In this section, cite any actions previously taken to maintain
operations and service standards, such as splitting operations and leasing
additional space.

The description of the current situation, problems, and requirements typically
addresses some of the following issues:

a. Corporate strategies, goals, or objectives (e.g., the Strategic Plan,
Voice of the Customer, Voice of the Employee, and Voice of the
Business).

Safety, environmental, and health issues.
Customer service, retail, and delivery needs.
Structural or configuration problems.

Space deficiencies.

Lease preemption or condemnation.
Operational costs.

T@e@ =~ o a0 T

Economic factors and business opportunity.

Functional or strategy changes.
Technological advancements.

—

k. Revenue generation.

Equipment or staffing issues.

Volume or population growth.

Productivity improvements.

Workgroup, organizational, or functional recommendations.
Engineering team findings.

Outside consultant studies.

£ T o 5 3

Alternatives Analyzed

In the alternatives analyzed section, discuss and analyze all viable solutions
to the problem that were considered and that meet the requirements of the

project. Clearly indicate the recommended alternative. Generally more than
one alternative must be considered for major facility projects. If you analyze
only one alternative, then identify in the alternatives eliminated section what
other alternatives were considered and the reasons that they were rejected.
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2-6.4.3

2-6.4.4

2-6.4.5

2-6.4.6

2-6.4.6.1
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Identify the alternatives as Alternative A, Alternative B, etc., and present them
in order from lowest to highest capital investment requirement. Each
alternative that is evaluated must comply with all relevant directives (e.g.,
employee factors and service and space standards). Alternatives must be
consistent with the approved FPC and the alternatives developed at the
planning parameters meeting.

For the recommended alternative, discuss the incremental investment
required to support the recommendation on an economic basis. If the basis of
selection was not economic, explain why the alternative was selected. Any
funds previously committed for the project, except design cost (normally up to
30 percent), must be described — including the amount of funds committed,
the approval body, and the date.

For each alternative, address the planned disposition of all affected current
facilities (i.e., whether they will be vacated or retained, and if retained, what
operations they will house). Describe the material handling systems to be
installed in each alternative. Discuss cost, business, and service issues
related to separating or co-locating retail and delivery operations.

Sustaining Baseline

The applicability of a sustaining baseline to a project is determined at the
planning parameters meeting. If a sustaining baseline is required, describe
the temporary measures a reasonable manager would take to sustain postal
operations through the analysis period if the proposed alternative were not
approved. For the sustaining baseline, the sponsor must consider labor,
space, equipment, and other necessary resources. Normally the
implementation of the sustaining baseline requires only minimal expenditure
of capital funds (e.g., to renovate leased space). If you include the sustaining
baseline in a project, then compare it with each alternative for the
computation of the return on investment (ROI) for that alternative.

Alternatives Eliminated

Briefly describe the alternatives that you did not economically analyzed and
explain why they were not considered viable (e.g., physical constraints or
high operating costs). An alternative that is technically feasible may be ruled
out by legal, service-related, or political constraints.

Priority

Indicate the project priority as determined by the National Major Facility
Prioritization or the area 5-year budget plan. If the project is not on the priority
list, explain why it is being pursued ahead of other projects.

Analysis of Incremental Investment

Net Present Value Comparison of Alternatives without a Positive
ROI

While equipment projects are typically generative in nature, there may be
instances where a positive ROI does not result, even when several

Handbook F-66A
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2-6.4.6.2

2-6.4.6.2.1

2-6.4.6.2.2

2-6.4.6.2.3

2-6.4.6.2.3

alternatives are considered and analyzed. Furthermore, a net present value
(NPV) comparison of the alternatives is not possible due to the negative cash
flows. You must compare the NPVs of the alternatives and identify the
differences to determine the superior alternative. See Handbook F-66,
section 5-4.12.11, for samples of non-generative ROl comparisons. In
addition, Handbook F-66E, Investment Policies and Procedures — Postal
Support and Information Systems, contains a sample DAR (Transaction
Concentrator Replacement) that uses the ROl comparison process.

Internal Net Present Value Comparison

This section compares the NPV for each alternative to determine if the
additional investment is economically justified. The format must reflect the
number of alternatives evaluated in the DAR. If you analyze only the
recommended alternative, then eliminate this section.

Analysis Using Net Present Value

A comparison of between several alternatives using a differential between the
NPV of the investments is a way to evaluate the viability of an investment
when neither alternative has a positive ROI (i.e., internal rate of return). This
comparison is commonly called an internal net present value (I-NPV)
comparison. The ROl measures the existing situation (the baseline)
compared to the investment. A comparison of several net present values
compares alternatives to one another. A benefit of using the NPV is that it
provides the decision-maker with a rate of return (profitability relationship) for
the alternatives where the ROI does not cover the cost of borrowing. [Exhibit]
provides and example of an NPV comparative analysis for a facility
project.

Risk Analysis

Risk analysis as discussed in[subchapter 1-7} includes the process
concerned with identifying, analyzing, and mitigating investment risk.
Sensitivity Analysis

Performing a sensitivity analysis is a component of quantifying risk. Most of
the basic inputs in a financial analysis are estimated or forecasted, resulting
in a degree of uncertainty. This uncertainty can be reduced by assessing the
sensitivity of the results to changes in key variables. A sensitivity analysis
must be included in the DAR backup for major projects. The number of
sensitivity analyses should be consistent with the importance of the project
being evaluated. The effect of changes in costs, savings, revenues, and
volumes on a project that is economically justified may be calculated to
establish the sensitivity of the expected returns to varying conditions.
Sensitivity analyses are particularly helpful when benefits from a project will
not accrue until the later years of an evaluation. Accurately predicting
benefits is more difficult in this situation, due to the length of time involved. A
sensitivity analysis showing optimistic, most likely and pessimistic forecasts
provide a range of probable outcomes that can help establish whether a
project is cost effective. (Also see Handbook F-66, subchapter 6-5).
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2-6.4.8

2-6.5

2-6.5.1

2-6.5.2

Investment Policies and Procedures — Major Facilities

Financial Summary

In the financial summary section briefly summarize the total capital and
expense investments for the recommended alternative. Report the results
from the cash flow analysis, including total operating expense variances from
baseline operations, NPV, the discount rate used to compute the NPV, and
ROI. If the ROI is negative or cannot be computed because the cash flow
contains all negative numbers, insert the word “Negative” or “N/A” in place of
a numerical percentage. The ROl is generally not shown for leased facility
analyses.

Recommendation

The final section of the DAR narrative summarizes the recommended
investment. Indicate the total investment requested for approval. Include (and
show separately) any of the following that are applicable to the project:

a. Sunk costs (if significant).

b. Material handling costs.

C. Advance site acquisitions.

d. Total lease costs (discounted at the cost of capital and undiscounted).
Describe the terms of any leasing agreements (e.g., the terms for a ground
lease for an airport mail facility site). Identify the impact of the proposed

project on current facilities, noting whether they will be vacated or retained
and what operations will be housed in the retained facilities.

Exhibits

The following exhibits are required to highlight and support the DAR narrative
for a major facility project. Include the exhibits in the order shown. For further

guidance, see pxhibits 2-2|and[2-3]

Site Map

Include a site map (drawn to scale with north designated) showing the
location of all affected facilities, major thoroughfares, significant landmarks
(e.g., cities, rivers, and mountains), nearby facilities with similar functions,
and the selected site. Differentiate affected facilities from those not directly
affected by the project. Include a state map and identify the enlarged area on

the page (see [exhibits 2-2]and [2-3).

You may use commercially available software programs to produce
high-quality maps. Facilities Planning and Approval, Headquarters, can
provide mapping assistance upon request.

Site, Environmental, and Intergovernmental Summary

Use the form included in|exhibit 2-2|(p.10) to provide the requested
information. Provide supplemental information when appropriate.

Handbook F-66A



Decision Analysis Report 2-6.5.6

2653 Investment Cost Sheet

The appropriate FSO usually prepares the investment cost sheet, based on
the most recent guidelines issued by Facilities. If there are multiple facilities
in an alternative, develop cost sheets for each facility and a combined cost
sheet for the alternative. For example, a project proposing a new PDC, a new
vehicle maintenance facility (VMF), and renovations to the existing MPO
would require four cost sheets.

Include the following items in the DAR:

a. The investment cost sheet for the recommended alternative (unsigned).
b. Planned renovation costs for all facilities being retained.

C. A separate investment cost sheet for renovations to the existing
facilities.

d. A combined cost sheet for the alternative to the recommendation.

Include the following items in the DAR backup documentation:

a. A signed copy of the cost sheet for each alternative evaluated and for
the sustaining baseline (if applicable).

b. Individual cost sheets for each facility.

2-65.4 Cash Flow Analysis

A cash flow itemizes investments and quantifiable costs and benefits,
generally for a 10-year operating period, in order to determine the ROI and
NPV of implementing the project. Include only the cash flow analysis of the
recommended alternative in the DAR. You must also include a cash flow for
each alternative analyzed in the backup documentation.

2-655 Population and Mail Volume Projections

For all processing and distribution projects, include an exhibit that shows
population projections by three-digit ZIP Code ™ areas and projections for
First-Class Mail and Standard Mail volume, both originating and destinating
(in millions of pieces), processed by the affected facility.

For population and mail volume projections include the following:

a.  Current-year figures.

b. First year of operation after facility completion.

(o} Last operating year shown in cash flow analysis.

d.  Average annual growth rate.

Be sure to note the source of the data.

2-65.6 Productivity and Service Impacts

The productivity and service impacts exhibit is required only if the DAR
projects savings as a result of productivity improvements due to the new
facility or there are service impacts (projected increase or decrease) due the
activation of the new facility.

January 2006 13
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2-6.5.7

2-6.5.8

Investment Policies and Procedures — Major Facilities

Savings may result from consolidation of operations, reduction in manual
operations, improved material handling related to facility layout and the
physical design and location of the new facility. While savings from
automation cannot be included in the cash flow analysis, you may cite
productivity improvements attributed to automation on current deployment
schedules, particularly if increased capacity to house needed automation is
one of the factors driving the project. Productivity indicators may include
measures such as these:

a. Distribution Productivity Index (DPI).
b. First Handling Pieces (FHP).

C. Office Efficiency Indicator (OEI).

d.  Street Efficiency Indicator (SEIl).

Service improvements and a reduction in the number of customer complaints
may result from the addition of Post Office boxes, locating carriers closer to
their routes, and enhanced retail services. Service improvement indicators
include the following:

a. External First-Class Measurement System (EXFC).

b. Customer Service Index (CSI).

Productivity and service projections must include the following:
a.  Current-year figures.

b First year of operation after facility completion.

C. Difference between current year and projections.

d Percentage increase.

Space Summary

The space summary exhibit depicts existing and projected space (from the
requirements document or the actual space to be acquired, if known), in
gross square feet, for the recommended alternative. All new and existing
space affected by the project must be included so that a valid comparison
can be made. The degree to which current space is deficient should be
shown as a percentage of required space for each category of space (e.g.,
office, lobby, and workroom). The required space should correspond to the
space requirements included in the backup documentation (e.g., PS Form
919, Facility Planning Concept, or PS Form 929, Major Facility Planning
Data). If additional building or site space (over and above what is required) is
being acquired, the space summary should show the actual space being
acquired and indicate in a footnote that it exceeds requirements. Provide an
explanation as to how the excess building or site space will be used.

Summary of Operations

The summary of operations exhibit depicts existing and projected (required)
operations and amounts and types of automation/mechanization equipment
based on the recommended alternative. Include all new and existing

operations and equipment affected by the project so that a valid comparison

Handbook F-66A
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2-7

can be made. The square footage, control of the facility (leased or owned),
and lease amount and terms (if applicable) should be indicated.

2659 Project Schedule

The project schedule is a Gantt chart that indicates important milestones in
the project development and the anticipated dates for each of these events

(see|exhibit 2-1]for a list of required milestones).

2-7 Sample DARs

Sample DARs for the following types of projects are included as guidance:

This exhibit...

shows a sample DAR for a...

2-2

new construction of a customer service facility project
including an NPV analysis.

2-3

new construction of a processing and distribution
center.

January 2006
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Exhibit 2-1 Investment Policies and Procedures — Major Facilities

Exhibit 2-1
Project Schedule Milestones

You must include the following milestone activities in the project schedule for a major facility project:

Pre-deployment Activities

1.

10.

11.

Project Inception — The date the sponsor initiates deployment planning for equipment projects that
previously were the subject of an research and development effort (i.e., when the sponsor decides
that a good idea has been conceived, identifies a need for the project, has developed a final scope
for the idea, and decides to move forward on that idea). Generally, this is the date a project moves
out of the R&D stage, although R&D and prototype evaluation may continue after this date.

Prototype Evaluation — The period for evaluating the operational prototype of the item or system
proposed for deployment.

DAR Preparation — The period during which the sponsor develops a draft DAR and compiles
backup documentation until the DAR is ready to be submitted for review.

DAR Submission and Finalization — The period during which the draft DAR is circulated for review
and the sponsor revises the DAR based on functional comments until the final DAR is submitted to
Finance for validation.

Validation Process — The period that begins when Finance initially reviews the draft DAR and
backup package and ends when the vice president and controller of Finance signs the validation
memo.

CIC Review — The date the area Capital Investment Committee meets with the sponsor and votes
whether to proceed with the project.

PMG Review — The date (usually within 1 week of the CIC meeting) when the postmaster general
meets with the sponsor and determines whether the project should proceed.

CPC Review — The date the Capital Projects Committee (CPC) meets to review the project and
makes a recommendation to the full Board of Governors.

BOG Approval and Funding — The date the Board of Governors discusses and considers the
project for approval. Contract awards and deployment schedules are usually dependent on this date.

Compliance Reporting — Compliance reporting begins with the approval of the investment by the
Board (or postmaster general or officer as appropriate), and ends 18 months (6 quarters) after the
program has been completed.

Contract Award — The time required by Purchasing or Procurement to advertise and award the
contracts necessary to implement the deployment.

Deployment Activities

1.

16

In-plant Test — Testing that takes place in the vendor’s manufacturing plant that tests the equipment
being purchased by the Postal Service. After this test, the equipment is usually moved into a Postal
Service facility to prepare for the First Article Test.

First Article Test and Customer Acceptance Test — The date or time frame during which the first
sample of purchased equipment or software is placed and tested for functionality, quality, and
compliance with contract specifications. After first article acceptance, the supplier begins deployment
as scheduled to other sites.

Handbook F-66A
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3. Fixed Mechanization Award and Installation — The time allotted for Purchasing to award the
contract and Engineering (through Operations) to oversee installation of the equipment on site.

4. Deployment and Implementation — The time frame during which the purchased equipment,
software, or both is deployed to sites in accordance with the deployment plan. If the schedule for
equipment and software deployment are different, then you must include schedules for both. This
activity includes both begin and end dates.

5. First Full Fiscal Year of Operations/Cost Savings — The time frame in which cost savings for the
first full operating fiscal year following full deployment, as reflected in the DAR, are realized.

6. Submission of Additional Phase DAR — The date on which the DAR for phased projects is to be
submitted to begin a new review and approval process.
Post Deployment Activities

Project Completion Date — The project completion date is when the sponsor expects to see no capital
or expense investment dollars charged to the project and the project has all the functionality promised in
the DAR. This date is used to determine if the project has been completed on time.
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Exhibit 2-2 (p. 1)
Sample Customer Service Facility Construction DAR with NPV Analysis

= UNITED STATES
B POSTAL SERVICE

DECISION ANALYSIS REPORT

Anytown, USA

Main Post Office

FACILITIES PLANNING AND APPROVAL
RESTRICTED INFORMATION

March 25, 2004
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Exhibit 2-2 (pg. 2)

Sample Customer Service Facility Construction DAR with NPV Analysis

Investment Policies and Procedures — Major Facilities

PREPARED BY:

REVIEWED BY:

APPROVED BY:

SPONSORED BY:

DECISION ANALYSIS REPORT
FOR THE ANYTOWN, USA
MAIN POST OFFICE

Signature Page

William J. Aspinwall

Facilities Requirements Specialist
Facilities Planning and Approval
Arlington, Virginia

Date

Michael A. Mattera

Manager

Facilities Planning and Approval
Arlington, Virginia

Date

Joe Do
Officer-In-Charge
Anycity, Virginia

Date

John Doe

District Manager

Customer Service and Sales
Any District

Date

Jerry Smith
Manager
Any Metro Operations

Date

20

Handbook F-66A



Decision Analysis Report

Exhibit 2-2 (p. 3)
Sample DAR — Sample Customer Service Facility Construction DAR with NPV Analysis

Exhibit 2-2

DECISION ANALYSIS REPORT
ANYTOWN, USA, MAIL POST OFFICE
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Exhibit 2-2 (p. 4)
Sample Customer Service Facility Construction DAR with NPV Analysis

DECISION ANALYSIS REPORT
ANYTOWN, USA, MAIN POST OFFICE

Background and Problem Definition

Anytown County, USA, is located southwest Anytown. Anytown is home to booming govern-
ment and business districts, high-rise office and residential buildings, and quaint residential
neighborhoods. Within the space of a few miles are the business centers of Anytown City
along with nationally-recognized monuments and neighborhoods dominated by single-family
homes. This urban diversity, with planned development centered around one of the best public
transportation systems in the country, make Anytown a very desirable place to both live and
work. Land is scarce in Anytown; most new development involves demolition of older single-
use properties and replacement with higher density projects. There are currently 11 postal fa-
cilities providing retail and delivery services to Anytown County. This project focuses on three
of those facilities located in the central part of Anytown County serving ZIP Codes XXX01,
XXX03, and XXX09. The facilities are the Anytown Main Post Office (MPO), Anycity Station,
and Anyhome Station. The population in these three ZIP Codes was 46,7231 in 1990. By 2000
the population increased by 17.7 percent to 54,980'. The current population is 57,218 and a
conservative increase to 61,613 is projected over the next ten years. The deficiencies ad-
dressed by this project are products of growth that has occurred in Anytown over past de-
cades.

The Anytown MPO is a USPS-owned facility located at 3118 Main Street Boulevard. First oc-
cupied in 1937, the 22,822-square-foot MPO provides retail and delivery services for ZIP Code
XXX01. The historic retail lobby provides adequate space for current and future retail opera-
tions but the facility provides for only 51 percent of the required space for delivery operations.
Customer parking is severely limited to congested nearby streets. Employee vehicles and
postal vehicles are limited to street parking or the USPS-owned site adjacent to the current
MPO. This 40,222-square-foot site is located behind the MPO. It was acquired under advance
site acquisition procedures in July 1995.

The Any Station is a leased facility located at 235 Main Road. First occupied in 1990, the
7,537-square-foot Any Station provides retail and delivery services to ZIP Code XXX03. The
current lease of $180,000 per annum expires August 31, 2010. The lease provides four, 5-year
renewal options at $200,000 per annum. This station provides only 26 percent of the required
space for retail and 51 percent of the required space for delivery operations. Parking for postal
vehicles is provided but customers and employees are limited to street parking.

The leased Anycity Station is located on two floors of a high-rise office building at 1101 Center
City Boulevard. First occupied in 1989, the 17,723-square-foot Anycity Station provides retail
and delivery services for ZIP Code XXX09. Retail services occupy 4,745 square feet of space
on one level and delivery operations occupy 12,306 square feet on another level. A
672-square-foot dock is shared by both operations. The lease also provides space in a parking
structure for 100 vehicles. The current lease of $654,090 per annum expires April 30, 2009.
The lease provides two, 5-year renewal options at fair market value. Retail operations have
sufficient space to continue operations at this location well into the future. The current delivery
operational space provides over twice the required space for operations. However, continued
occupancy of this space for delivery operations is not recommended due to the high cost of
the lease and the need to use Ford Windstars for delivery due to limited height clearances in
the leased parking.
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Exhibit 2-2 (p. 5)
Sample Customer Service Facility Construction DAR with NPV Analysis

A development firm has responded to a desire by the Postal Service to develop the MPO prop-
erty to its highest and best use while resolving our operational needs. The design developed
by this firm provides full retail for the area now served by the MPO and delivery operations for
zones XXX01, XXX03, and XXX09 — a total of 73 routes — within a new development of retail,
offices, and housing on the site.

Alternatives Analyzed
Alternative A — (Recommended)

EXECUTE AGREEMENT TO SELL MPO PROPERTY TO DEVELOPER WHO WILL PRO-
VIDE RENOVATED RETAIL AND NEW CARRIER SPACE FOR THREE ZONES WITHIN A
LARGER PROJECT. RENOVATE ANYTOWN STATION. VACATE AND TERMINATE ANY-
CITY STATION LEASE.

Execute an agreement with a development firm to construct an expanded Anytown MPO. The
development plan will include the construction of a carrier annex for zones XXX01, XXX03,
and XXX09 and the renovation of the existing historic retail lobby at the Anytown MPO.

During the construction phase, temporary facilities will be leased to house delivery and retail
operations from the Anytown MPO. Delivery operations from the Anycity Station will also be
relocated to temporary delivery space. The current lease for delivery operations at Anycity Sta-
tion will be terminated to take advantage of a lower lease rate at the temporary space until the
MPO construction is complete. Retail operations currently at Anycity Station will remain and
are not affected by this project. Upon completion of the new MPO, retail and delivery opera-
tions will be relocated from temporary space to the new MPO and the leases will be termi-
nated. Delivery operations for zone XXX083, currently housed at Any Station, will be relocated
to the new MPO. The Any Station will be renovated to better serve retail operations in that
area.

The development plan is to excavate the entire parking lot site and the entire MPO site up to
the area under the historic lobby. Two levels of parking and one level of workroom will be pro-
vided to accommodate the three delivery zones. Retail operations will remain in the historic
lobby. The area behind the lobby will provide for platform operations and parking for postal
trucks. The development plan calls for 40,000 square feet of rentable office space to be
constructed above the platform and truck parking. The area above the underground postal fa-
cility on the current parking lot site will be first floor retail with ten stories of apartments above
the retail.

The developer’s project costs, not including land, total $58,100,000. The estimated USPS total
capital cost for all phases is $24,176,000. For the MPO portion, not including buildout of tem-
porary space and renovation of Any, USPS costs are $16,500,000 plus contingency. This will
be offset by $6,046,750, which represents the sale of the current MPO property to the develop-
er ($5,701,750) and recovery of pre-development costs ($345,000).

Previous estimates for a stand-alone postal facility on the parking lot site were estimated at
$25,704,000. USPS costs are reduced in this project due to the sharing of infrastructure costs
with the apartments, retail, and office space. It is anticipated that this project will be structured
as a sale of the property to a development firm, with the USPS retaining ownership of its op-
erational space as a condominium. This developmental project has been approved by the Any-
town County Board.
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Exhibit 2-2 (p. 6)
Sample Customer Service Facility Construction DAR with NPV Analysis

Alternatives Eliminated

1. EXECUTE AGREEMENT TO SELL MPO PROPERTY TO DEVELOPER, WHO WILL PRO-
VIDE RENOVATED RETAIL AND NEW CARRIER SPACE FOR ONE ZONE WITHIN A LARG-
ER PROJECT. LEASE CARRIER SPACE FOR TWO ZONES. RENOVATE ANY STATION.
VACATE AND TERMINATE ANYCITY STATION CARRIER LEASE.

This alternative, if pursued, would require that the concept to reduce workroom and parking be
re-approved through Anytown County. The estimated project cost reduction would be $3.6 mil-
lion. However, since the time the original concept was approved, Anytown County has made
significant changes to the residential housing ratio and requirement for affordable housing. The
issue of public parking would also be reopened to public discussion. All of these issues would
add project costs to the developer and reduce the $3.6 million in savings. Leasing and buildout
of space for two zones of carriers would also be required. Comparing the total costs for this
alternative to the recommended alternative generates a positive net present value of
$3,265,000, favoring the recommended alternative. Therefore, this alternative was eliminated.

2. CONSTRUCT A NEW ANYTOWN MPO FOR RETAIL AND THREE ZONES. RENOVATE
ANY STATION. CONSTRUCT A NEW ANYTOWN MPO FOR RETAIL AND THREE ZONES.
RENOVATE ANY STATION. VACATE AND TERMINATE ANYCITY STATION CARRIER
LEASE.

This alternative was pursued through partial design and the development of cost estimates.
The estimated cost exceeded $25 million and the project was placed on hold. When compar-
ing the total costs for this alternative to the recommended alternative, a positive net present
value of $5,889,000 is generated favoring the recommended alternative. Therefore, this alter-
native was eliminated.

3. CONSTRUCT A NEW CARRIER ANNEX FOR ONE ZONE ON A PURCHASED SITE AND
RENOVATE THE HISTORIC MAIN POST OFFICE RETAIL. LEASE AND RENOVATE SPACE
FOR TWO ZONES. RETAIN AND RENOVATE ANY STATION. VACATE AND TERMINATE
ANYCITY CARRIER LEASE.

This alternative was pursued through development of cost estimates. The estimated invest-
ment costs were $15,785,140, which included capital funding of $12,935,000 and lease costs
of $2,850,140 for ten years. When comparing the total costs for this alternative to the recom-
mended alternative a positive net present value of $3,606,000 is generated favoring the rec-
ommended alternative. Therefore, this alternative was eliminated.

Priority

The project for a new Anytown MPO is one of the highest priority projects for the Any Metro
Area, is on the customer service facility priority list, and is budgeted for FY2004.
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Exhibit 2-2 (p. 7)
Sample Customer Service Facility Construction DAR with NPV Analysis

Financial Summary

Alternative A

Amount for Approval Approval Threshold

Required Capital Investment $24,176,000 $24,176,000
Lease Funding Required —

Temporary Carrier Space — 36 months $858,600

Temporary Retail Space — 32 months $406,817
Total Lease Funding $1,265,417
Lease funding discounted at 5.0% $1,208,124
Total for Approval $25,441,417 $25,384,124
Cash Flow Data 10-Year Operating Period
Capital Investment $24,176,000
Operating Variance $10,554,000
Net Present Value Discounted at 6.5% -$1,062,000
Return on Investment 5.7%

Recommendation

Authorization is requested to enter into an agreement with a land development firm to develop
a 79,802-square-foot site in Anytown. Authorization is also requested for a total investment not
to exceed $25,441,417 for site, design, and construction of a new 39,900-square-foot Anytown
MPO, lease and buildout of temporary space, and renovations to Any Station. This request
includes capital funding of $24,176,000, as well as lease costs of $1,265,417 to temporarily
house retail and delivery operations during construction. Included in the requested capital
funding is $2,119,000 for the advance site acquisition of a 40,222-square-foot site adjacent to
the MPO and $18,200 in sunk costs for previous design efforts. Reflected in the project cash
flow, but not in this request for funding, is the $6,046,750 inflow of cash from the transfer of
ownership of the 79,802-square-foot site to a development firm and recovery of pre-develop-
ment costs. This inflow of cash reduces the total capital investment to $18,129,250.
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Exhibit 2-2 (p. 8)
Sample Customer Service Facility Construction DAR with NPV Analysis

Exhibit 1. Location Map
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Exhibit 2-2 (p. 9)

Sample Customer Service Facility Construction DAR with NPV Analysis

Exhibit 2-2

Sin Flan

Exhibit 2. Site Map
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Exhibit 2-2 (p. 10)

Investment Policies

and Procedures — Major Facilities

Sample Customer Service Facility Construction DAR with NPV Analysis

Exhibit 3. Site, Environmental, and Intergovernmental Summary

A. Site Information

Location: 3118 Main Boulevard; Anytown, USA 22201

Site size: 79,802 square feet

919 site size: 249,840 square feet

Building size: 22,822 square feet

Advertised bldg. size: N/A

919 bldg. size: 38,656 square
feet

Within preferred area? Yes

Within expanded pref. area? NA

Date of ad (mo/yr): NA

Number of sites investigated: none

NA

Number of contending sites: none

NA

Reasons for elimination: Owned site,
Bldg on National Historic Register

Present USPS site will be sold
and redeveloped by Developer

Type of site control:

USPS owned

Site Cost:

NA

Approved value:

$8,760,000 for existing building and

land

Method of valuation: Appraisal

By: Cushman & Wakefield

Date: 12/22/03 See|note 1|

Current owners:

USPS

Last purchase price: NA

Part of larger tract? NA See|note 2|
Occupied? NA

Relocation required? NA Est. relocation cost: NA

All utilities available Yes

Zoning: Site Plan Approved for Use

Compatible with USPS use? Yes

Rezoning required? Approved
7/19/03

Is site improved?

Historic Post Office

Improvements will be:

Reused/Demolished:

Cost:

B. Environmental Assessment

Checklist (PS 7498-D) completed?

Date: 3/05/04

By: URS Group, Inc

Environmental Due Diligence
Phase | ESA completed? Yes
Phase Il ESA completed? N/A
Phase Il ESA results:

Date: 1990 and 1995
Date: Update ESA 4/13/04

Date: Not necessary based on
Phase | ESA findings.

Clean up required?: No

By: Anycity FSOs
By: URS Group, Inc
By: N/A

NEPA Review
EA Prepared? Yes
Mitigation required?
FONSI Issued?

Date: April 2004
Explain: None expected
Date: NLT 6/01/04

By: URS Group, Inc

By: John Doe

REC (PS Form 8194)

Date: NLT 6/01/04

By: Any Analyst

C. Intergovernmental Contact

See[note 3

Date of IGN letter: 10/13/00

| Negative comments? None

D. Historic Considerations

Community and Anytown County
Board Members fully aware and have
approved new development plan

Date of initial CC letter: NA
Date of response:

Negative comments? Site Plan
conditions impact delivery routes

Date of meeting w/Anytown
Board:

Date of public meeting: 7/19/03
Date of final CC letter: NA
Negative comments?.
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Exhibit 2-2

Sample Customer Service Facility Construction DAR with NPV Analysis

E. Historic Considerations

See|note 4|

Adverse Effect? Requires
Anytown Co., and State
(106) final reviews.

Section 106 Process complete?
no Date: initiated Jan 9,2003

F. Significant Comments

1. Appraisal based on vacant land with full air rights. Since USPS will occupy 39,900 square feet, the appraised

value is overstated.

2. Property will consolidate delivery operations from three Anytown facilities. Property will be redeveloped in
partnership with Private Developer and will become part of a mixed use urban project with full restoration of the
historic Anytown MPO. Sale of development rights will significantly reduce USPS cost of building new facility.
Two additional adjacent sites controlled by Developer required for completion of this project.

3. Anycity Planning Committee approved original project scope in 2000. They will serve as clearinghouse for EA to

be circulated in April 2004.

4. Joint Developer/USPS MOA to be negotiated with Any State SHPO to complete Section 106 process.
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Sample Customer Service Facility Construction DAR with NPV Analysis

Investment Policies and Procedures — Major Facilities
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Exhibit 2-2 (p. 13)
Sample Customer Service Facility Construction DAR with NPV Analysis

Exhibit 5. Cash Flow
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Exhibit 2-2 (p. 14)
Sample Customer Service Facility Construction DAR with NPV Analysis

Exhibit 6. Productivity and Service Impacts

Productivity

FY 04 FY 07 Difference
Office Efficiency Indicator (OEI) 104.82 109.77 +4.95
Street Efficiency Indicator (SEI) 94.26 98.00 +3.74

The completion of this project and the additional space, with improved working conditions, will
result in improved operating efficiencies and the elimination of fragmented mail processing op-
erations between multiple facilities. This consolidation of operations will result in a first year
reductions of $10,493 in transportation, 14,008 hours in distribution operations, and 3,640
hours in delivery supervision.

The proposed new Anytown MPO will provide an improved work environment for employees.
Service

This project will provide customers with additional parking at the MPO. Any Station will be ren-
ovated to enhance USPS image and parking, now used for postal vehicles, will become avail-
able for customers.
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Exhibit 2-2 (p. 15)
Sample Customer Service Facility Construction DAR with NPV Analysis
Exhibit 7. Space Summary — Alternative A
Present Proposed
Total % of Total
Any Present |Required | New Any Proposed

Office Area MPO Station |Anycity |Space Space MPO Station |Anycity |Space
Lobby/Office 4,596 1,036 4,745 10,377 64% 6,970 4,540 4,745 16,255
Support 1,205 1,706 156 3,067 49% 4,800 1,410 0 6,210
Workroom 6,508 4,395 12,150 |23,053 |99% 22,666 (630 0 23,296
Platform 2,232 400 672 3,304 90% 2,600 400 672 3,672
Other? 8,281 0 0 8,281 NA 2,864 557 0 3,421
Total® 22,822 |7,537 17,723 148,082 |91% 39,900 |7,537 5,417 52,854
Parking Structure |0 0 30,000 (30,000 (34% 84,000 (O 4,500 88,500
Total Site 79,802 (9,797 17,723 107,322 |113% 79,802 (9,797 5,417 95,016

1

workroom in Anycity Station not required for current delivery operations distorts the total deficiency.
2 QOther space identified in the MPO is located in the basement.
3 Total proposed space for the new MPO reflects actual size provided by developer.

January 2006

Present workroom deficiencies at the MPO and Any Station are 51 percent. The inclusion of approximately 6,250 square feet of
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Investment Policies and Procedures — Major Facilities

Sample Customer Service Facility Construction DAR with NPV Analysis

Exhibit 8. Summary of Operations — Alternative A

Baseline Equipment Alternative A Equipment
MAIN POST OFFICE (MPO) MPO
USPS - Owned — 22,822 sq. ft. None Retain Retail Portion of MPO None
Retail/PO Box Demolish remainder of
Delivery Zone XXX01 — 34 routes building and construct new
MPO
MPO Adjacent Land MPO Adjacent Land
USPS — Owned Site — 40,222 sq. ft. Site used to construct new
MPO
New MPO
USPS — owned
Retail/PO Box
Delivery Zones:
XXX01 — 34 routes
XXX03 — 21 routes
XXX09 — 18 routes
ANYCITY STATION ANYCITY STATION
Leased — 17,723 sq. ft. None Retain Retail Space None
$654,090/yr through 04/30/09 Leased — 4,745 sq. ft.
Two, 5-year option @ FMV $173,193/yr. through 04/30/09
Retail/PO Box Retail/PO Box
Delivery zone XXX09 — 18 routes
ANY STATION ANY STATION
None Retain None

Leased — 7,437sq. ft.
$180,000/yr through 8/31/10
Four 5-yr. Options @ $200,000/yr
Retail/PO Box
Delivery Zone XXX03 - 21 routes

Retail/PO Box

Temporary Retail (Main Street)
Leased — 4,438 sq. ft.
$148,673/yr through 05/31/05
$153,111/yr through 5/31/06

Two, 4-month options @ $13,129/month

MPO retail/PO Box

Temporary Retail (Main Street)
Vacate and terminate lease

Temporary Delivery (Main Blvd)
Leased — 15,900 sq. ft.
$286,200/yr through 08/31/07
Delivery Zones
XXX01 - 34 routes
XXX09 - 18 routes

Temporary Delivery (Main Blvd)
Vacate and terminate lease
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Report

Analysis

Facility Construction DAR with NPV Analysis

Exhibit 9. Project Schedule
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Exhibit 2-3 Investment Policies and Procedures — Major Facilities

Exhibit 2-3 (p. 1)
Sample DAR — New Construction — Processing and Distribution Center

= UNITED STATES
B POSTAL SERVICE

DECISION ANALYSIS REPORT

Anytown, USA

Processing and Distribution Center
FACILITIES

RESTRICTED INFORMATION

October 6, 1997
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Exhibit 2-3 (p. 2)

Sample DAR — New Construction — Processing and Distribution Center

Exhibit 2-3

PREPARED BY:

REVIEWED BY:

SPONSORED BY:

APPROVED BY:

DECISION ANALYSIS REPORT

Signature Page

<Signature>

ANYTOWN, USA, PROCESSING AND DISTRIBUTION CENTER

<Typed Name>
Postal Operations Analyst
Facilities Planning and Approval

<Signature>

Date

<Typed Name>
Manager
Facilities Planning and Approval

<Signature>

Date

<Typed Name>
Plant Manager
Anytown PDC

<Signature>

Date

<Typed Name>
Postmaster
Anytown, USA

<Signature>

Date

<Typed Name>
Senior Plant Manager
USA District

<Signature>

Date

<Typed Name>
District Manager
USA District

<Signature>

Date

<Typed Name>
Vice President, Area Operations
USA area

Date
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Exhibit 2-3 (p. 3)
Sample DAR — New Construction — Processing and Distribution Center

Investment Policies and Procedures — Major Facilities

DECISION ANALYSIS REPORT

ANYTOWN, USA, PROCESSING AND DISTRIBUTION CENTER
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Exhibit 2-3 (p. 4)
Sample DAR — New Construction — Processing and Distribution Center

DECISION ANALYSIS REPORT
ANYTOWN, USA, PROCESSING AND DISTRIBUTION CENTER

Background and Problem Definition

The Anytown, USA, Main Post Office(MPQO) and Processing and Distribution Center (PDC) is a
454,102 square foot Postal Service-owned facility constructed in 1966. The Postal Service oc-
cupies 283,694 square feet and uses 19,796 square feet for interior parking. The building site
occupies about 20 acres. Approximately 104,000 square feet of this building is leased to a va-
riety of government agencies and 46,833 square feet is common area. This leased space was
constructed for administrative use and is not conducive to renovation as a workroom; however,
it generates revenue of approximately $1.5 million per year.

When the current facility was activated in 1967, Anytown only processed mail for ZIP Code
areas XXX and XXX. In 1972, Anytown was identified as an area distribution center (ADC) for
approximately half of USAstate and began processing destinating volumes for five additional
three-digit ZIP Code areas (XXX-XXX and XXX). Anytown now processes all originating mail
for these offices. This operational change and a steady 2.7 percent growth in mail volume in
the total service area over the last 3 years have driven additional equipment requirements for
Anytown, exceeding the space capacity of the facility. The Postal Service expects this growth
rate to continue through the year 2000. The PDC'’s ability to serve these originating and desti-
nating mail volume customers is impacted by the lack of operating space.

The Anytown, USA, PDC is severely crowded. Aisles have been reduced around the perimeter
and within the workroom. Conveyor belts to the bulk sorter and parts of the tray system have
been eliminated in order to free up needed workroom floor space. Space constraints have
created traffic jams and inefficiencies as containers are moved between operations. Staging
space is virtually nonexistent and empty containers are stored in locations that are not easily
accessible because of distance and crowded conditions.

Elevators transport mail between the two mail processing floors. These elevators are often
bottlenecks as container volume exceeds the capacity of the elevators. A significant number of
workhours are used each day to load, unload, operate, and maintain the elevators. The inter-
nal movement of mail has been made more difficult by the removal of the conveyor belts be-
tween floors.

Parking for postal employees, other residents of the building, and customers is very limited.
The platforms are 47 percent space deficient, creating extremely restricted conditions and po-
tential safety hazards as well as inefficient operations.

Additional space has been leased and postal facilities nearby have been used to alleviate the
extreme space deficiencies. All but two carrier routes have been moved out of the facility. The
Computerized Forwarding System (CFS) operation was moved out of the main office into a
10,912 foot leased building. The Postal Service has leased a 114,195 square foot PDC annex
to provide space for processing all originating and destinating flat mail and serves as the open-
ing unit for bulk business mail (BBM). This split in operations has resulted in a loss of produc-
tivity and has negatively impacted External First-Class Measurement scores. Two additional
buildings are currently leased to provide approximately 12,000 square feet of storage space
for the PDC and the MPO.
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Exhibit 2-3 (p. 5)
Sample DAR — New Construction — Processing and Distribution Center

Alternatives Analyzed

Alternative A — RETAIN EXISTING PDC FACILITY AS AN ANNEX, CONSTRUCT NEW
ANYTOWN PDC, AND LEASE NEW CARRIER ANNEX

Retain the existing facility as a PDC annex for retail, selected office units, workroom, and sup-
port areas. The workroom would be renovated for non-letter/nonpreferential mail distribution
operations. Purchase an existing 27.98 acre site and construct a 279,066 square foot PDC at
the selected site to house all letter mail distribution, CFS, business mail entry unit (BMEU),
warehouse, and other support functions. Establish a separate carrier annex downtown for
zones 14 and 19 carriers. The existing leased mail processing annex, CFS, and two ware-
house facilities will be vacated. This alternative is not recommended because of anticipated
higher operating costs as indicated in the cash flow analysis.

Alternative B — RETAIN EXISTING PDC FACILITY AS MAIN POST OFFICE; CONSTRUCT
NEW PDC (RECOMMENDED)

Retain the existing facility for retail, selected office units, and carrier operations. Purchase an
existing 27.98 acre Postal Service-controlled site and construct a 376,035 square foot Any-
town, USA, PDC to house all mail processing operations, CFS, BMEU, and other support func-
tions. Material handling in the new plant will include loose mail and bulk mail systems. The ex-
isting facility will be retained for current retail, postmaster, and domiciled district administration.
Storage functions will be expanded on the basement level of the existing facility, and zones 14
and 19 carriers will occupy a portion of the existing first-floor workroom. The existing leased
mail processing annex, CFS, and two warehouse facilities will be vacated. Approximately
160,000 square feet of excess space at the current PDC will be marketed for potential out-
lease.

Alternatives Eliminated

Expansion of the existing building was eliminated as being unfeasible due to site limitations
and construction disruption associated with expanding a multistory building while maintaining
mail processing operations.

Priority

This project is currently ranked number 15 on the Major Mail Processing Priority List and is
budgeted in the Five-Year Capital Investment Plan for fiscal years 1998 and 1999.

Net Present Value (NPV) Comparison

The following table is the format for the summary of a net present value analysis. This analysis
compares the recommended DAR proposal to the two identified alternatives eliminated above.

40 Handbook F-66A
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Exhibit 2-3 (p. 6)
Sample DAR — New Construction — Processing and Distribution Center

10-Year Analysis Period
($in thousands)

Alternative Alternative
Eliminated 1 Eliminated 2 DAR Proposal
Investments SXX, XXX SXX, XXX $XX, XXX
Operating Costs or Savings SXX, XXX SXX, XXX $XX, XXX
Net Cash Flow FXX, XXX FXX, XXX FXX XXX
Net Present Value Discounted at 6.5% (XX, XXX) (XX, XXX) ($XX,XXX)
Return on Investment X X% X X% X X%
NPV Comparison (Proposed vs Alternatives XX X% XX X%* X.X%

Eliminated)

*  While the comparison of the DAR Proposal to Alternative Eliminated 2 does not result in a positive NPV, the DAR proposal has
a NPV that is $XX better that the alternative eliminated.
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Exhibit 2-3 (p. 7)
Sample DAR — New Construction — Processing and Distribution Center

Financial Summary

10-Year Operating Period
($in thousands)

Required Investment $40,393
Operating Variance ($5,962)
Net Present Value Discounted at 8.8% ($27,859)
Return on Investment N/A

This project is required to minimize potential costs and improve service and efficiencies in
eastern USA. It will consolidate fragmented operations and eliminate operational inefficiencies
due to multifloor operations. Not reflected in the analysis are the delivery and mail processing
workhour savings anticipated from additional automation to be installed in the new facility.
These savings are reflected in a separate justification for automation and other equipment pur-
chases.

The additional space being vacated at the existing PDC is expected to be prime office space
for outlease in the downtown area. Approximately 160,000 square feet of space will be avail-
able after activation of the new facility.

Recommendation

Authorization is requested for funding not to exceed $40,393,000 for site acquisition, design,
and construction of a 376,035 square foot Anytown, USA, Processing and Distribution Center
on a 27.98 acre controlled site (Alternative B). The funding includes $1,650,000 for site ac-
quisition and $38,743,000 for site development, design, construction, material handling sys-
tems, and other one-time investments. The material handling costs for a loose mail and bulk
mail system are $6,400,000 and will yield a net savings of $2,382,000 over the 10-year period.
Leases for the PDC annex, CFS Il, and two warehouses will be terminated and these facilities
vacated.
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Exhibit 2-3 (p. 8)
Sample DAR — New Construction — Processing and Distribution Center

Exhibit 1. Site Map

[On this page of the DAR, insert a map of the site.]
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Investment Policies and Procedures — Major Facilities

Sample DAR — New Construction — Processing and Distribution Center

Exhibit 2. Anytown, USA, Processing and Distribution Center
Site, Environmental, and Intergovernmental Summary

A. Site Information

Location: NE cor. E. 215t St. and S. 918t St.; Anytown, USA

Site size: 27.98 acres
(1,218,808 s.f.)

Advertised site size: 25 to 30 acres

919/929 site size: 25 acres

Building size: N/A

Advertised bldg. size: 376,000 s.f.

919/929 bldg. size: 376,035 s.f.

Within preferred area? Yes

Number of sites investigated: 29

Number of contending sites: 6

Date of ad (mo/yr.): 4-96

Date contending sites sel.: 6-1-96

Date of site review mtg.: 8-1-96

Reasons for elimination: Size, condition, price, zoning, topo, local opposition

Type of site control: Offer to sell

Cost: $316,000 (two payments)

Control expires 11-30-97

Site cost: $1,650,000
($1.35/s.f.)

Approved appraised value: $1,675,000
($1.37/s.1.)

No. of comparables: 4

Range of comps: Low $1.45/s.f.

High $2.01/s 1.

Appraiser: R. E. Appraiser, MAI

Anytown, USA

As of date: 5-29-96

Review appraiser: R. X. Burden

Date: 8-10-96

Current owners: XYZ Dev.
Corp.

Date of last purchase: 6-92

Last purchase price: Unknown

Part of larger site? Yes. Oil County Industrial Park

Building occupied? N/A

| Relocation required? No

All utilities available (list)? Yes. Gas, electric, water, telephone, and sanitary and

storm sewers

Zoning: Light industrial

Compatible with USPS use? Yes

Rezoning required? No

Buildings on site? No

B. Environmental Assessment

Checklist (PS 7498-D) Date: 6-12-96 By: USPS real estate spec.
completed?
Environmental due diligence
TSQ (PS 7499), (Leases only)
Phase | ESA completed? Yes Date: By:
Phase Il ESA completed? Yes Date: 7-29-96 By: Virosite, Inc.
Phase Il ESA results: None | Date: 9-1-96 By: GeoCore, Inc.
Clean-up required? None required By USPS? Y/N
NEPA review
CATEX applies? Yes If yes, which CATEX? Appendix A, RE-6
EA prepared? Yes Date: 7-14-96 By: Virosite, Inc.
Mitigation req’'d? Yes Explain: Setback building, install traffic light
Date: 11-26-96
FONSI issued? Yes Date: 9-10-96 By: USPS MFO
REC (PS Form 8194) By: USPS MFO
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Exhibit 2-3

Sample DAR — New Construction — Processing and Distribution Center

C. Intergovernmental Contact

Date of IGN letter: 11-6-96

Negative comments? None

D. Community Contact

Date of initial CC letter: 2-21-96
Date of response: 2-28-96
Negative comments? Yes

Date of meeting w/mayor:
2-21-96

Date of public meeting: N/A
Date of final CC letter: 5-23-96
Negative comments? No

E. Historic Considerations

Adverse effect? No

Section 106 process complete?
Yes

Date: Letter from SHPO 8-18-96

F. Significant Comments:

Some initial community opposition arose due to perceived traffic impact and loss of tax revenue, as well as noise
impacts on area. Building setbacks will mitigate noise impacts. Community, both public and official, support site.

January 2006

45



Exhibit 2-3

Exhibit 2-3 (p. 11)
Sample DAR — New Construction — Processing and Distribution Center

Investment Policies and Procedures — Major Facilities

Exhibit 3. Facility Investment Cost Sheet

SUNVIEW, OK, PROCESSING & DISTRIBUTION CENTER
FACILITY INVESTMENT COST SHEET

I. PROJECT IDENTIFICATION: Sunview, OK, Processing and Distribution Center

DATE: October 6, 1997

Il. TYPE PROJECT: Design/Build Postal Service-Owned
Ill. LOCATION: Sunview, OK
IV. SIZE AND COST DATA: Sq. Ft. Cost Per Contin. Total
(000) Sq. Ft.($) {$000) ($000)
A. Site
1. Land 1,220 1.35 $1,650
2. Engr,R/E, & Legal Fees 100
3. Site Development 1,220 0.92 112 1,234
4. Third-Party Relocation
5. Total Site $112 $2,984
B. Buildings
1. Design & Engineering 155 1,701
2. Construction (P&DC) 376 55.38 1,041 21,865
3. Renovations/MPQ' 138 1,521
4. Paving/Lndscp/Utilities 1,220 2.00 244 2,684
5. Construction Supervision 2,030
6. Total Building $1,578 $29,801
C. Total Site and Buildings $1,690 $32,785
D. Material Handling
1. Design 23 258
2. Fabrication & installation 273 5,740
3. Construction Supervision 402
4. Total Material Handling 297 $6,400
E. Total Site, Building, & Material Handling $1,987 $39,185
F. Other investments
1. Telephone System 19 $399
2. Modular Furniture 9 184
3. One-Time Capital Equipment 30 625
4. Total Other Investments 58 $1,208
V. TOTAL INVESTMENTS FOR APPOVAL $40,393
VI. MILESTONE DATES (MONTH/YEARY):
CIC BOG Site Award Award Project
Approval Approval Acquired Design Construction  Complete
10/97 1/98 1/98 1/98 1/98 8/99

Vii. SIGNIFICANT COMMENTS:

1. The retail lobby will be renovated to include a postal store and the workroom floor for carrier operations.
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Exhibit 4. Cash Flow Analysis

Sample DAR — New Construction — Processing and Distribution Center

Decision Analysis Report

Exhibit 2-3 (p. 12)

VN (I0d) LNJWL1SIANI NO NYNL3Y  “IlIA
(658°'229) AMNTVA LNISTHUD 1IN A
%8'8 @ A31NNOISIa
698.2- [olZl 86  ¥6- 98- v¥8- 18- 16~ 28 Tl 8ZZL- 08664~ 8.9 0GLl- MOTAHSVO LaN  IA
0£9Zl- 9/¥ee  e¥2- 8Lz~ 68l~ S9L- Ipl- 0GL- GZL- IO~ 18SL- L/ZLEZ- GGZ8L- 0GZL- MOTdHSYO 1aN A

INIT3SVE ONINIVLISNS Al

0€9¢l- 9lvee 6¥Z- 8Lz~ 68l G691~ /Lbl- 0S)- G2V LOL-  18Gl- LLL€Z- SGZ8L- 0S.)- 1SOJ/SONIAVS TVIOL Il
2965~ 8ve- 6ve- 8lZ-  68l- 991 Lbl- 0Gl- GZl- Ol i8Gi- 68.2- aoueneA Bunesado |ejoL
8G.6 629 965  96G ¥66 689 6.5 8¥S 8PS VS  2€S juay
28¢¢ 262 [4: AN Y X4 19¢ 2S¢ eve veZ S¢c Ll SOL BuipueH |eusien
§.82 8€ce 9ce  vie ¢0e 16T 182 0/ 092 1S TvT jogen
iy G8¢€l- 6812 sis0D dn-Hels
cley 895 [o1°1° YA S] vis Ll6¥ 18y GO¥ 0Sy SE¥  LZ¥ uonenodsuel
DTSN 6 02t~ 90v-  e€6e- 08¢~ [9¢- GGe- vbe-  2ee-  lge- n
2c96EL- Zr9l-  Z8SL- peGi- 89Fl- Pivl- €92l- €lEL- S9ZL- 8ICL- vilLL- soueusjuiely buiping

INIT3SVE WO¥d SIONVIRIVA ONILYVHIJO n

6999-  vClEe 88€02- G6Z8L- 0GLL- judwysaAu| 39N
¥ZIEC  ¥TLES  ¥TLEE anjeA |enpisay
£6507- 88€02- §GZ8l- 0G.l- juaunsaAuf |ejo)
8021~ 8021~ SJuBWISBAU| JBYIO
00%9- 00¥9- Buipue |eusjey
€891 £891- (Wipn B 11BI9Y OdW) uonenousy
L1682 8L18z- v090L- ¥1GLL- Buiping
€128 ¥862- ver-  Ovl-  0GlL- aNs
LNIWLSIANI I
|enpisey Tv1OL ZI T 3 [ z 9 g v £ z 1 0 Teax39sloid

g aAneuIs)y
paum |ejsod plingjubisaq
L6/9/01 208d ‘Y0 ‘Melaung

(000)
SISATVNY MOTd HSYD

47

January 2006



Exhibit 2-3 Investment Policies and Procedures — Major Facilities

Exhibit 2-3 (p. 13)
Sample DAR — New Construction — Processing and Distribution Center

Exhibit 5. Population and Mail Volume Projections

SUNVIEW, OK, PROCESSING & DISTRIBUTION CENTER
POPULATION AND MAIL VOLUME PROJECTIONS

Population Projections. Current and projected population for ZIP Code areas 740-746 and 749
are as follows:

POPULATION PROJECTIONS

First Oper.

ZIP Code Current Year Projected Average Annual
Area (1997) (1999) (2008) Growth Rate
740 484,598 504,107 573,555 1.4%

741 394,166 394,693 400,911 0.2%
743 117,457 120,765 129,758 0.8%
744 205,650 210,059 226,550 0.8%
745 87,805 88,311 92,424 0.5%
746 60,909 61,397 64,170 0.5%

749 103,201 106,256 115,281 0.9%
Total 1,453,786 1,485,588 1,602,649 0.9%

Mail Volume Projections. Current and projected mail volumes for the Sunview, OK, P&DC
service area are as follows:

CURRENT AND PROJECTED MAIL VOLUMES
(Millions of Pieces per Year)

First Oper.

Current Year Projected Average Annual

(1997) (1999) (2008) Growth Rate
Destinating
First-Class 471.2 491.3 568.4 1.6%
Standard (A) 352.4 363.9 437.2 2.1%
Subtotal 823.6 855.2 1,005.6 1.8%
Originating
First-Class 485.8 502.9 568.0 1.4%
Standard (A) 247.5 252.7 297.2 1.8%
Subtotal 733.4 755.6 865.2 1.5%
TOTAL 1,656.9 1,610.8 1,870.8 1.7%

Source: Projections supplied through Finance, Headquarters, by DRI/McGraw Hill.
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Exhibit 2-3 (p. 14)
Sample DAR — New Construction — Processing and Distribution Center

Exhibit 6. Productivity and Service Impacts

Productivity

FY 1997 FY 1999 Difference Increase
DPI* 600.4 633.3 32.9 5.4%
FHP Productivity** 641.3 675.3 34.0 5.3%

*  Includes mail processing and customer service functions.
**  Total mail processing function.

The Distribution Productivity Index (DPI) for the Anytown, USA, ZIP Code areas 740-746 and
749 is expected to increase 5.4 percent from FY 1996 to FY 1999, while productivity for mail
processing first handling pieces will increase 5.3 percent during the same period. This project
contributes to this increased productivity through improved operating efficiency, resulting in a
labor savings of 8 full-time equivalent mail processing positions. The plant manager will estab-
lish the management controls necessary to achieve these labor savings and productivity in-

creases.

Service Composite

3rd Quarter
FY 97 FY 99 Difference
EXFC 92% 93% 1%
Overnight (ODIS) 88% 93% 5%
Two-day (ODIS) 77% 92% 15%
Three-day (ODIS) 79% 83% 4%

The consolidation of operations currently split between the PDC and mail processing annex
will allow a more efficient operation and improve current service scores, as measured by the
External First-Class Measurement System (EXFC) and ODIS (Origin Destination Information

System).
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Exhibit 2-3 (p. 15)
Sample DAR — New Construction — Processing and Distribution Center

Investment Policies and Procedures — Major Facilities

Exhibit 7. Space Summary — Alternative B
(Gross Square Feet)

% of Total

Existing Required Existing New Projected

Space* Space MPO PDC Space
Office 38,818 119.3 23,993 8,548 32,541
Lobby 16,379 100 16,379 0 16,379
Employee 11,757 38.7 8,599 21,745 30,344
Support 56,953 65.3 12,665 74,564 87,229
Workroom 168,641 75.4 11,448 212,100 223,548
Platform 23,620 52.7 14,836 30,000 44,836
Other ** 96,026 159.0 31,312 29,078 60,390
Total 412,194 83.2% 119,232 376,035 495,267
Total Site 872,534 59.0% 204,000 1,273,725 1,477,730

*  The existing space includes the current PDC, PDC annex, and Computerized Forwarding

System buildings.
**  QOther space includes look-out galleries, mechanical areas, and mezzanines.
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Exhibit 2-3 (p. 16)
Sample DAR — New Construction — Processing and Distribution Center
Exhibit 8. Summary of Operations
SUNVIEW, OK, PROCESSING & DISTRIBUTION CENTER
SUMMARY OF OPERATIONS
Baseline Equipment Alternative B Equipment
Existing Existing
Sunview, OK, MPO/P&DC Sunview, OK, MPO
USPS-owned 3 MLOCR USPS-owned
Retail/PO boxes 4 MPBCS Retail/PO boxes
Administration 1 MARK Il Administration
Plant & postmaster 1 DPRC Postmaster
Originating & 4 AFCS Delivery for
destinating letter processing 16 DBCS ZIP 74114 & 19
for ZIP 740-746 & 749 Storage
Support
P&DC Annex P&DC Annex
Leased 114,195 sq. ft. 3 MPFSM Vacate
$430,802per yr (2/2 yr. option) 1 SPBS
Originating & destinating flat
distribution 740-746 & 749
New Sunview, OK, P&DC
USPS-owned
Administration Plant 5 MLOCR
Originating & destinating 4 MPBCS
letter & flat processing 1 MARK I
for ZIP 740-746 & 749 2 DPRC
Support 6 AFCS
CFsS 17 DBCS
5 MPFSM
1 SPBS
CFsS1 CFS I
Leased 10,912 sq. ft. $57,600 Vacate
CFS
Warehouse NE Carrier Annex Warehouse NE Carrier Annex
Leased 5,802 sq. ft. $13,055 Vacate
Excess equipment
Warehouse 3™ St. Warehouse 3™ St.
Leased 6,144 sq. ft. $21,600 Vacate
Excess equipment
Pine Station Pine Station
USPS-owned Retain
Delivery for ZIP 74104 and 14 Delivery for ZIP 74104
Carrier Ahnex Carrier Annex
USPS-owned Retain
Delivery for ZIP 74119 and 27 Delivery for ZIP 74127
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Exhibit 9. Project Schedule
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3 DAR Backup Documentation

3-1 About This Chapter

3-2 Purpose

This chapter describes the minimum backup documentation that the sponsor
must submit with the DAR for a major facility project.

3-3 Format

The backup documentation is attached to the DAR and provides the
necessary supporting information, including assumptions, that were used to
develop the operating concepts and cost analysis presented in the DAR. The
backup must provide supplemental information sufficient to accomplish the
following:

a. Support the calculation of the baseline or the present situation.
b Support each alternative presented in the analysis.

C. Show how the numbers in the DAR were derived.
d

Provide financial information (such as cash flows) for the baseline,
sustaining baseline (if included), and alternatives analyzed and the
basis for the cost and benefit estimates.

e. Provide a basis for validating the information in the DAR and for
comparison to the project audit conducted by the Inspection Service or
Inspector General.

The complexity of the project determines the detail of the DAR backup. At a
minimum, supporting documentation is required for all cash flow line items.

January 2006

The DAR backup documentation for any project that requires Headquarters
approval must meet the following guidelines:

a.  All materials must be legible (preferably typed or word processed).

b.  All pages must measure 8-1/2 by 11 inches. You may print the DAR
backup documentation either single-sided or double-sided.

C. To allow for easy duplication, do not bind the pages.
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Insert a title page as a section divider between each major section
(e.g., Section I: Area CIC Minutes and Financial Assessment).

Organize the sections by cash flow line item, in the order they appear in
the Decision Analysis Report System (DARS).

Number pages consecutively throughout the backup material or within
alphabetical sections (e.g., A-1, A-2, A-3 or B-1, B-2, B-3).

Date all pages. Replacement pages should show the date of revision.
Identify the alternative to which each backup page applies.

Highlight data actually used in the analysis (e.g., underline the labor
distribution code (LDC) rates used).

3-4 Required Components

The requirements for the backup documentation for a major facility project
vary according to the project. Exhibit 3-1 provides a list of sources for the
backup documentation that must be included for new construction projects.
Include additional backup documentation that is applicable to the particular
project. For more information, contact Facilities Planning and Approval,
Headquarters.

For all major facility projects, include the following DAR backup components
in the order listed:

a.
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Cover page.

Table of contents.

DARS output (include in appropriate sections).
Area CIC minutes and financial assessment.
Cash flows.

Budget crosswalk.

Investment costs (e.g., site, building purchase, construction, and
renovations).

DARS Input Sheet and Space Table.

DAR factors.

Operating variances:

(1)  Start-up costs.

)  Labor costs.

) Transportation costs.

(4) Lease information (including lease vs. own analysis).
) Maintenance costs.

) Utility costs.

(7)  Material handling economic justification.
Retail information.

Population and mail volumes.
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3-4.1

3-4.2

3-4.3

3-4.4

3-4.5

3-4.6

m.  Productivity and service impact (for PDC facilities) if there are impacts
due to the facility project.

Site, environmental, intergovernmental summary.
Space requirements.

Facility planning concept.

Functional review memoranda.

~ o v o >

CPC questions and answers.

Cover Page

Include a cover page similar to that used for the DAR. Identify the material as
DAR Backup Documentation, with the same project name and date as the
DAR.

Table of Contents

Include the title and the beginning page number of each major section of
backup. If alphanumeric designations are used, show the beginning and
ending numbers (e.g., A-1-A-5 and B-1-B-13).

DARS Output

DARS is a linked set of formatted spreadsheets that automatically calculate
the cash flow analyses and supporting computations based upon a defined
set of user inputs, current escalation rates, and residual value formulas.
Printouts from all DARS worksheets must be included in the appropriate
sections of the backup. A copy of the project DARS computer file must be
transmitted or sent to the validation analyst. Refer to the DARS Users Guide
(available from Facilities, Headquarters; Capital and Program Evaluation,
Finance; or the Postal Service Intranet) for additional information.

Area CIC Minutes and Financial Assessment

Include the area CIC minutes to show that the area has approved the project
and the financial assessment memorandum provided by area Finance as part
of the area-level review and approval process).

Cash Flows

The sponsor must develop a cash flow for each alternative evaluated. Cash
flows normally are not developed for alternatives eliminated, but may be
needed to perform sensitivity analyses (see HBK F-66, Chapter 5, Economic
Analysis).

Budget Crosswalk

The budget crosswalk (see[exhibit 3-2) is a budget impact cash flow for the
project. A separate worksheet for each finance number affected by the
project identifies areas of potential budget impact by fiscal year, line item, and
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3-4.7

3-4.8

3-4.9

3-4.10

Investment Policies and Procedures — Major Facilities

LDC for the recommended alternative. The worksheet requires data only
through the first year following project completion unless costs or savings
from the project are expended to be realized incrementally. The highest-level
local manager must sign the budget crosswalk.

Investment Costs

Include investment cost sheets, signed by the appropriate manager of Design
and Construction, for each alternative evaluated and for the sustaining
baseline when applicable. (The cost sheet for the recommended alternative,
which is included as an exhibit in the DAR, may be unsigned.) If more than
one building is included in the alternative, such as a PDC and VMF, a
separate investment cost sheet is required for each building and a combined
cost sheet is developed for the alternative.

Include documentation that shows the computation of residual values unless
the standard residual value factors are used for new construction. Include
supporting documentation for one-time capital investments and telephone
systems. Include material handling investment cost sheets in the material
handling section of the backup.

Facilities’ estimators at the supporting FSO must keep detailed worksheets in
support of investments until the Inspection Service or Office of Inspector
General completes their audit. If no audit is to be conducted, the estimators
keep these supporting documents for 18 months after full activation of the
facility.

DARS Input Sheet and Space Table

Include the input sheet and space table, which you may print from DARS.

DAR Factors

The vice president and controller of Finance provides the cost of capital, risk
factors, and escalation factors Include a copy of the most recent
memorandum in support of the factors used. For the most current
memorandum:

a. Go to the Finance Web site at http://blue.usps.gov/finance.

b. Under “Financial Reports & Presentations,” click on Decision Analysis
Factors/Cost of Borrowing Update/New Facility Start-up Costs Update.

Operating Variances

Operating variances include any changes from the baseline (i.e., incremental
costs and benefits directly related to the project). Describe in detail operating
variances by type (e.g., labor, transportation, start-up costs, custodial
maintenance, building maintenance, utilities, rent, VMF costs or savings).

The baseline represents the most recent full fiscal year of operating costs.
The baseline must include all existing facilities, automation, material
handling, and existing services, as well as space or environmental
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3-4.11

3-4.12

3-4.13

deficiencies. The baseline costs are compared with costs for each alternative
and the sustaining baseline to establish the cost variance from baseline.
These costs and savings are escalated, using factors established by the vice
president and controller of Finance.

You must support all source numbers with appropriate hard copy
documentation. For example:

a. Official Postal Service reports (e.g., National Workhours Reporting
System (NWRS) Labor Utilization Report, Vehicle Management
Accounting System (VMAS) Make Model Report).

b. Written estimates from internal or external subject matter experts.
Utility bills.

Excerpts from leases which show the terms and conditions of the lease,
including option information.

Start-Up Costs

Start-up costs are nonrecurring expenses necessary to bring a facility project
online. Compute start-up costs using the standard factors in Management
Instruction (MI) AS-510-90-12, New Facility Start-Up Costs for Decision
Analysis Report (DAR) Cash Flow (included in DARS). If you believe that
these factors are excessive or inadequate for the project, then provide
backup documentation signed by the facility manager to support the
projected costs. When the alternative proposes retention of the current facility
and acquisition of an additional facility, additional one-time expenses are
generally anticipated. Specifically identify these expenses and include them
in the start-up costs.

Labor Costs

Changes in personnel costs resulting from the planned project must be
included in a staffing plan. Use the NWRS Labor Utilization Report
year-to-date workhour rate for the local office from the most recent
end-of-year data. If this information is not available, use the national
workhour rates issued periodically by the vice president and controller of
Finance. Contact the manager of Capital and Program Evaluation, Finance,
for more information. Local management signatures must be included on the
staffing plan.

Transportation Costs

An analysis of transportation variances must be developed and signed by a
transportation specialist for each alternative. This analysis compares
changes in carrier, highway contract route (HCR), and motor vehicle service
(MVS) requirements due to the location of the proposed new facility. Carrier
mileage change-related costs or savings, HCR mileage change-related costs
or savings, and information from which MVS changes in costs can be derived
are input into the transportation file in DARS from the analysis provided by
the transportation specialist. DARS draws from the labor table file to compute
the hourly costs for driver and loading and unloading workhour changes
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3-4.14

3-4.15

3-4.16

3-4.17
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associated with the MVS activities. The rates for the appropriate driver and
loading and unloading activity LDCs must be entered in the DARS labor table
file.

Lease Information

Detailed information from current and proposed leases, including the terms
and conditions of the lease and services provided, must be provided for the
baseline and for each alternative analyzed. Retain complete copies of all
leases onsite at the local office and at the FSO. For proposed new leases, a
draft of the proposed lease signed by the lessor or a signed letter of intent to
lease the space must be provided.

Lease Versus Own Analysis

A lease versus own analysis is used to determine whether leasing or owning
a facility is more economical. This analysis is required for all facility purchase
projects and when leasing a whole building is one of the alternatives
considered. It is not required when leasing portions of a building unless
purchase is a viable option. Assume continuation of the lease for the
complete analysis period, and ensure that the leased space is sufficient to
meet the 10-year requirement.

Maintenance Costs

If the sponsor establishes or changes the maintenance requirements for a
project, then maintenance management at the project location must review
the DAR. The local maintenance manager must sign the maintenance review
sheet, which covers requirements, staffing, and attendant costs and benefits
for custodial, building, and equipment maintenance (see.

Utility Costs

The Postal Service determines utility costs for use in DARs based on a
national energy report — instead of obtaining utility bills from facilities that are
comparable in size and functionality. See[exhibit 3-5| for an example of a
utility costs report. The most current information is posted on the Facilities
Web site.

a. Go to http://hgfso.usps.gov/.

b.  Click on HQ Planning & Approval.

C. Click on URLs for Planning.

d. Click on Energy Usage and Costs (2005).

The direct URL is http:/fmsreports/req/PDFs/UtilityCostsFY05.pdf. (See also
exhibit 3-6})
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3-4.18

3-4.19

3-4.20

3-4.21

3-4.22

3-4.22

Material Handling Economic Justification

An economic justification is required for any material handling equipment
being proposed. The sponsor develops the material handling analysis, which
includes a separate justification for each system to be installed. Each system
analysis contains the mechanization versus manual and mechanization
versus baseline computations. An “all systems combined” mechanization
versus baseline analysis is the basis for the material handling operating
variance line item in the cash flow. The economic justification must include
the following:

a. The signature of the manager of Material Handling.
b. A description of the equipment to be procured.

C. The material handling investment cost sheet.

d.  The projected material handling cash flow analysis.

Local management signatures must be included on the Material Handling
Costs and Savings Management Summary (see exhibit 3-4).

Retail Information
Provide the following documentation to support any decisions that involve
retail issues:

a. Retail Analysis Program (RAP) Study, Retail Planning, and Start-Up
Questionnaire.

Retail Study.

Site Mapping Study.

Appropriate Inspection Service memoranda regarding security.
Retail deviation requests including approvals, if appropriate.

-~ o oo

Revenue projections to support retail or a BMEU being included in the
project, if possible.

Population and Mail Volumes

Provide source materials to support population and mail volume data
contained in the DAR.

Productivity and Service Impact

Provide signed source materials to support productivity and service impacts
contained in the DAR.

Site, Environmental, and Intergovernmental
Summary

Provide signed supporting documentation for the site information,
environmental assessment, and intergovernmental contact cited in the DAR
exhibit.
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3-4.24

3-4.25

3-4.26

3-4.27

Investment Policies and Procedures — Major Facilities

Space Requirements

Include a completed space requirements report (PS Form 919 or 929) for the
recommended alternative and the net-to-gross calculation for each alternative
that was analyzed. This data must tie directly to the space summary exhibit
included in the DAR. If additional building or site space (over and above what
is required) is being acquired, the space summary should show the actual
space and site being acquired. It should include a footnote stating that it
exceeds requirements, and explain how the excess space will be used. Form
919 or 929 must include all necessary signatures prior to project validation.

Facility Planning Concept

Include the FPC, with all required signatures, and the minutes of the planning
parameters meeting (if a meeting was held).

Risk Analysis Matrix

Include a completed risk analysis matrix. Use the form in Handbook F-66,
exhibit 5-4. See Handbook F-66, subchapter 5-5, for additional requirements
for risk analysis.

Functional Review Memoranda

Include a copy of the memorandum from Facilities requesting functional
reviews, copies of all functional review memoranda, and any related
correspondence to document that all concerns raised by the functional areas
during the review process have been adequately resolved. Copies of all
concurrences, as well as follow-up correspondence are included as backup
(see[exhibit 3-2]for a sample DAR concurrence sheet). You may obtain DAR
concurrence distribution lists from Capital and Program Evaluation, Finance.

CPC Questions and Answers

Include a copy of the CPC questions and answers.
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Exhibit 3-1

Exhibit 3-1

Source Documents for DAR Backup — New Construction

Backup Requirement

Source Documents

Area Approval

Area CIC minutes and financial assessment.

Cash Flows DARS output.
Budget Crosswalk DARS output or Capital Investment Tracking System spreadsheet.
Site Costs Facility investment cost sheet based on most recent Facilities policy. All

cost sheets must be signed and dated by appropriate personnel.

Building Costs (New
Construction or Purchase)

Facility investment cost sheet (fact sheet).

Renovations Costs

Facility investment cost sheet (fact sheet).

Other (Furniture,
Telephones, One-Time
Capital Equipment)

Documentation from Information Systems (Raleigh) for telephone system
estimate.

Signed and dated memo from appropriate source to support other cost
estimates.

Residual Value Data

Residual value tables for land and buildings or a memo from an appraiser.

DARS Input Sheet and
Space Table

DARS output.

Cost of Capital; Risk;
Escalation Factors

DAR factors provided by the vice president and controller of Finance at the
Finance Web Site: http://blue.usps.gov/finance/.

Start-Up Costs

Use Management Instruction AS 510-90-12 (or update); provide a detailed
listing of any additional expenses signed and dated by the project sponsor.

Labor Costs

Labor Utilization Report (LURS) Prior Fiscal Year and end-of-year
workhour rates by labor distribution code and staffing plan signed by local
manager.

Transportation Costs

Make Model Report from the Vehicle Management Accounting System
(VMAS) for vehicle and vehicle maintenance information; LURS for labor
information; and signed, completed transportation analysis.

Lease Costs/Lease
Versus Own Analysis

Copy of lease agreement (or excerpts showing terms, conditions, and
costs). Any related costs must be supported by memo signed by Facilities
personnel.

Maintenance (e.g.,
custodial and building
maintenance)

LURS Prior Fiscal Year and End-of-Year workhour rates by LDC and
signed Maintenance Staffing Requirements worksheet.

Utility Costs

National Energy reports found at the Facilities Management System Web
site: http://fmsreports.usps.gov/req/PDFs/UtilityCostsFY05.pdf.

Material Handling

Signed investment cost sheet, signatures of plant or area managers.
Validation letter from Material Handling, Headquarters.
Material Handling Costs/Savings Management Summary sign-off form.

Retail Impact

Refer to most recent retail policy on the Facilities Web site; local and
district retail managers must sign the documentation.

Population and Mail
Volume Projections

Use population data from local sources/Data Resources, Inc.; volume data
from MODS or CDB; the documentation provider must sign and date the
document.

Productivity and Service
Impact

Memo from local or area management.

Data from MODS or CDB; must be dated and signed by sponsor (for
customer service facilities, include EXFC; use FLASH report to obtain
DCEA, DPI, SEI/OEI data).
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Backup Requirement

Source Documents

Site, Environmental, and
Intergovernmental Data

Contact Facilities Planning and Approval, Headquarters, for guidance.

Appraisal

Memo from Facilities (signed and dated) indicating methodology and
results.

Space Data

PS Form 919 or 929 prepared by Facilities; the form must be signed and
dated.

Facility Planning Concept
(FPC)

FPC prepared by local management and Facilities; appropriate managers
must sign and date the FPC.

Risk Analysis Matrix

Shows the elements of risk associated with the project, the evaluation of
that risk and the risk analysis matrix.

Spreadsheets

DARS output.
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Exhibit 3-2
Sample DAR Concurrence Sheet

Operations
Headquarters Review DAR:

In accordance with the DAR Capital Investment Process.

No Issues Issues
Pending as noted as noted
Issues: below: below:
OK to OK to DO NOT

Proceed Proceed PROCEED

[ ] [ ] [ ] Operating plans described in the DAR are consistent
with policies and programs.

[ ] [ ] [ ] Operating plans described in DAR will meet present
service commitments and targeted service
performance scores.

[ ] [ 1] [ ] The support plan meets field requirements.

[ ] [ ] [ ] Risks identified in DAR accurately reflect HQ
Operations and concerns are rated appropriately.

[ ] [ 1] [ ] Program stated outcome supports the Strategic
Transformation Plan.

[ 1] [ 1] [ ] Other issues to be raised:
Comments:
Reviewed by Operations: <Signature>
Typed Name Date

Chief Operating Officer and Executive Vice President

Please return the completed review to the sponsoring organization.
Requested response time is 3 weeks unless otherwise noted.
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Exhibit 3-4

DAR Backup Documentation

Exhibit 3-4

Maintenance Staffing Requirements Worksheet
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Exhibit 3-5 Investment Policies and Procedures — Major Facilities

Exhibit 3-5
Material Handling Costs/Savings Management Summary

PROJECT: FACILITY:

The material handling costs and savings as computed in the attached analysis and itemized below are
reasonable and attainable. The facility budget will be adjusted to reflect these costs and savings when the

new facility project is implemented.

Total investment for material handling

Base year for volume

XXXX

Move-in year

XXXX

Annual growth rate at which volumes are escalated

%

Annual maintenance parts costs (base year) (-)

Maintenance parts escalation factor

%

Maintenance parts costs (move-in year) (-)

Annual material handling energy costs (base year) (-)

Material handling energy costs escalation factor

%

Material handling energy costs (move-in year) (-)

Annual additional maintenance workhours required

hours

Maintenance workhour rate (base year)

Workhour rate escalation factor

%

Annual maintenance cost (move-in year) (-)

Annual mail processing workhours saved (LDC 17)

hours

LDC 17 workhour rate (base year)

Workhour rate escalation factor

%

Annual savings LDC 17 (move-in year)

PREPARED BY: <Signature>

<Typed Name and Title>
Operations Support Specialist

REVIEWED BY: <Signature>

Date

<Typed Name and Title>
Manager, In-Plant Support

APPROVED BY: <Signature>

Date

<Typed Name and Title>
Plant Manager

CONCURRENCE BY: <Signature>

Date

<Typed Name and Title>
Manager, Material Handling

66
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DAR Backup Documentation

Exhibit 3-6 (p. 1)

Energy Usage and Costs

Exhibit 3-6

Energy Usage and Costs
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Exhibit 3-6

Exhibit 3-6 (p. 2)

Investment Policies and Procedures — Major Facilities

Energy Usage and Costs

Energy Usage and Costs
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DAR Backup Documentation

Exhibit 3-6 (p. 3)

Energy Usage and Costs

Exhibit 3-6

Energy Usage and Costs
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Exhibit 3-6 Investment Policies and Procedures — Major Facilities

Exhibit 3-6 (p. 4)
Energy Usage and Costs
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DAR Backup Documentation

Exhibit 3-6 (p. 5)
Energy Usage and Costs

Exhibit 3-6

Prepared by
Cravid R, Murphy
Southwest Area
General Engineer
£14-818-86831
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4 Review and Approval Process

4-1 About This

4-2 Purpose

This chapter describes the Headquarters review and approval process for
DARs for major facility projects. DAR Modification Requests for major facility
projects are also subject to this review and approval process.

A project may be stopped or sent back to the sponsor for further work at any
point in the review and approval process.

The purpose of the review and approval process is to ensure the following:

a. The project is consistent with the strategies of the Strategic
Transformation Plan and the Five-Year Strategic Plan.

b.  The project is budgeted and prioritized in the Five-Year Capital
Investment Plan.

C. The project is economically justified (if applicable) and properly
analyzed (that is, all viable alternatives are considered, the impact of
the investment is properly evaluated, and the backup documentation
adequately supports the investment).

d. If the project is not economically justified, then it must be justified based
on customer service, employee, or safety reasons.

4-3 Review Steps

January 2006

Facilities Planning and Approval, coordinates the Headquarters review of
major facility projects.|Exhibit 4-1| shows the steps in the approval process at
the Headquarters level.

For field-sponsored projects, the area CIC reviews and the area vice
president approves the DAR before it is sent to Headquarters for review,
validation, and final approval (see Handbook F-66C, chapter 4).
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4-3.1 Investment Policies and Procedures — Major Facilities

431 Functional Review

Facilities Planning and Approval sends copies of the DAR for major facility
projects to Operations Support, Retail, Engineering, General Counsel,
Inspection Service, Office of Inspector General, and other applicable
functional organizations (e.g., Marketing, if the project impacts a BMEU
operation) for their review and comment. A copy of the DAR is also sent to
Material Handling, Engineering, for approval of the material handling design

and justification and to Finance to begin the validation process (see
chapter 5).

The various functional organizations review the DAR and note any concerns
about the project. Sometimes a review meeting may be necessary to resolve
complex issues. The sponsor must adequately resolve all issues that the
functional organizations raise before the project is validated and sent forward
for approval.

432 Concurrence of Headquarters Vice Presidents
The results of the staff reviews are forwarded to the applicable vice
presidents to ensure the following:
a. Confirmation of the need, priority, and assumptions of the project.
b.  Concurrence with the achievability of the operating cost and savings.
c.  Agreement with the affect on other functions.
d. Consistency with overall operational strategies.

The DAR backup documentation must include the signed concurrence of
each applicable vice president.

The preparer revises the DAR and backup documentation as necessary to
reflect the recommended changes. When major changes are required, the
preparer must obtain a new signature page and forward the revised DAR to
Finance for final validation (see|chapter 5).

433 Validation Completed

Once Finance completes the validation, the DAR, validation memo, and
executive summary are submitted to the appropriate vice president for final
approval (see HBK F-66 for approval authority thresholds) or to the
Headquarters CIC (see[chapter 5|for validation requirements).
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Review and Approval Process 4-3.7

4-34 Vice President Review and Approval

Major facility projects requiring Headquarters approval below the postmaster
general/chief executive officer (PMG/CEO) level are reviewed and approved
by the appropriate vice president as follows:

Projects initiated are reviewed and approved

by the... for... by the...

Field processing and chief operating officer and
distribution, retail, executive vice president.
and delivery
facilities

Field bulk mail centers vice president of Networks

Operations Management

Headquarters bulk mail centers sponsoring organization’s

senior or executive vice
president (or the deputy
postmaster general).The vice
president of Network
Operations Management also
may approve these projects.

435 CIC Review

Major facility projects that require PMG/CEO approval or above are submitted
to the Headquarters CIC. One week before its meeting, the CIC members
receive for review the DAR, validation memo, executive summary, and an
opinion letter from the Inspection Service or Office of Inspector General (if
one was issued). The sponsor makes a presentation to the CIC, and the CIC
votes on whether to proceed with the project.

The chief financial officer and senior vice president prepares a memo
outlining any issues raised at the CIC meeting and forwards the DAR and
supporting materials to the PMG/CEO.

436 Postmaster General Review and Approval

The PMG/CEO receives the DAR, validation memo, executive summary, and
CIC issues sheet, and meets with the sponsor to discuss the project and
determine whether the project should proceed. If a project is within the
delegated approval level for the PMG/CEQ’s final approval, the PMG/CEO
signs an executive briefing sheet prepared by Facilities Planning and
Approval, or the signature page of the DAR. The PMG/CEQ does not sign
projects to be approved by the Board of Governors; instead, these projects
are forwarded to the Capital Projects Committee (CPC), which is a
subcommittee of the Board of Governors.

437 Capital Projects Committee Review

Three weeks before they meet, the CPC members receive for review the
DAR, the validation memo and executive summary, a CPC briefing sheet, a
questions and answers sheet, and an issues sheet outlining issues raised
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4-3.8

4-3.8

Investment Policies and Procedures — Major Facilities

during any previous CPC review. After reviewing the project with the sponsor,
the CPC either presents its findings and recommended action to the full
Board of Governors or sends the project back for further work.

Board of Governors

Four weeks before their meeting, the members of the Board of Governors
receive for review the DAR, validation memo, an issues sheet, and a briefing
sheet prepared by the sponsor. The CPC chair reports the findings and
recommendation of the CPC, and the Board of Governors considers the
project for approval. Minutes of Board of Governors meetings are used to
document project approval.

4-4 Document Retention

76

Upon final approval, Finance keeps the original DAR (or DAR Modification
Request), including the backup documentation Facilities provides a copy of
the approved DAR to the project sponsor and keeps a copy for reference.
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Review and Approval Process Exhibit 4-1

Exhibit 4-1
Headquarters Review and Approval Process

CAPITAL INVESTMENT PROCESS

Prioritization — Validation — Review / Approval —
Compliance — Analysis / Studies
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5 Validation

5-1 About This Chapter

5-2 Purpose

The vice president and controller of Finance must validate DARs and DAR
Modification Requests for all major facility projects before final approval. This
chapter describes the validation process.

A validation is an independent verification of the accuracy and integrity of the
statements, assumptions, and data presented in support of the project. The
validation of a DAR provides the following assurances to the approving
officials:

a. The DAR and backup documentation is in full compliance with current
investment policies and procedures, and supports the overall
decision-making process for corporate investments.

b.  The magnitude and accuracy of the values in the DAR and the project
is a sound business decision.

(o} The information (e.g., timing, investments, assumptions, and analysis)
presented in the DAR and its supporting documentation is reasonable,
accurate, logical, valid, and auditable.

d. Allviable, reasonable solutions and alternatives to the problem were
given adequate consideration.

5-3 Responsibility

January 2006

The vice president and controller of Finance completes the validation of the
DAR for a major facility project. In cases where Finance is the sponsoring
organization, the validation function must remain distinct and separate from
DAR preparation.

provides a checklist of questions, concerns, and reminders to help
the analyst complete a sound, logical analysis of DARs for major facility
projects. Not all questions and concerns apply to all project proposals;
conversely, it may be appropriate to consider questions and concerns not
found on the checklist.
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Investment Policies and Procedures — Major Facilities

During the validation, the analyst must ensure that any discrepancies or
questions arising from the functional review are resolved.

Capital and Program Evaluation, Finance, performs the following
validation-related activities:

a.
b.
c.

5-4 Time Frame

Issues formal comments on the facility planning concept.
Participates in planning parameters meetings.

Provides technical guidance for the economic analysis of project
alternatives.

Participates in the Headquarters facility review process and issues
comments on preliminary and final DARs.

Reviews Compliance Reports and validates DAR Modification
Requests.

The vice president and controller of Finance must complete the validation of
the DAR for a major facility project before the sponsor submits the DAR to
senior management or the Headquarters CIC, as applicable.

5-5 Validation Documentation

80

The vice president and controller of Finance prepares a validation
memorandum and executive summary in the appropriate format. If the
validation does not fully confirm the economic analysis, the vice president
and controller notes specific exceptions. The exhibits in [chapter 5|contain
examples of validation memoranda and executive summaries and are
included to provide guidance:

This exhibit... shows a validation memo and executive summary for...
5-2 a leased facility.

15-3] facility purchase.
5-4 new construction owned facility.

[ 5-5| request for additional funding.
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Validation Exhibit 5-1

Exhibit 5-1 (p. 1)
Validation Checklist for Major Facility Projects

Policy Review

Conduct a policy review to verify that:

a

a

a

The DAR complies with current policy and procedures and Board of Governors’ issues and
concerns.

The Site, Environmental, and Intergovernmental Summary has been submitted and adequate
signed supporting documentation is included in the backup.

The sustaining baseline, if applicable, is reasonable and consistent with space criteria (i.e., no
greater than 80 percent of the smallest alternative in size).

The project is part of the Five-Year Capital Investment Plan and is properly prioritized and
funded within the approved budget year.

DAR Document Review

Conduct a document review to verify that:

a

o oo 0O

O

Oooo

The DAR portrays the official alternatives as defined at the planning parameters meeting and
in the Facility Planning Concept (FPC). Alternatives must be operationally practical and differ-
ent from each other (i.e., operating versus financial alternatives). Make sure that all alterna-
tives are addressed in the DAR either as alternatives evaluated or alternatives eliminated and
that proper justification is provided for alternatives eliminated.

The DAR adequately portrays the deficiencies of the current facility.

Ensure that the proposed facility size is consistent with the volume projections and equipment
deployment schedules.

The Summary of Operations exhibit identifies which zones and ZIP Codes will be processed at
delivery distribution centers and the type of equipment (and number of units) to be installed.

The numerical information justifies service and productivity improvements.

The milestone dates and cost estimates in the investment cost sheet and the project schedule
are accuratey.

The space summary table is calculated correctly and is consistent with the DAR figures and
backup documentation.

The recommended alternative is based on the highest NPV. Does the recommended alterna-
tive meet the official ROI rate? If the recommended alternative is not selected on the basis of
economic factors, the documentation must realistically support the noneconomic justification.

The DAR narrative is understandable and adequately explains the need for a new facility.
The request for a major capital investment is clear and persuasive.

The signature page contains the official signatures of the appropriate officials (i.e., no short-
term “acting” officials and no signing “for” signatures). The dates of the signatures should not
be earlier than the date indicated on the cover page of the DAR. Also ensure that the DAR has
been officially approved by all units, and that all required approvals are included in the backup
documentation.

Includes all information from any previous DAR or DAR Modification (i.e., amount approved,
for what, date, and approval body).
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Exhibit 5-1 Investment Policies and Procedures — Major Facilities

Exhibit 5-1 (p. 2)
Validation Checklist for Major Facility Projects

Format Review

Conduct a format review to verify that:

[d The proposal includes five copies of the DAR, the DARS computer disk and hard copy, and
two copies of the backup documentation.

The DAR complies with the approved format.
All the required sections are included in the DAR.

Acronyms are spelled out the first time they are used, with the acronym shown in parentheses.

O o000

There are no grammatical and spelling errors.

0 Al pages of the DAR and backup are numbered.

Validation Issues

Review the following validation issues to verify that:
O The estimating methods and reasonableness of the underlying assumptions used in the DAR.
a. Isthe economic analysis mathematically correct and developed according to prescribed
policies and procedures?
b.  Are estimating methods and underlying assumptions acceptable and valid?

O

Economic items identified in the DAR cash flow are reasonably supported in the backup. Infor-
mation must withstand the scrutiny of auditors from the Inspection Service, Office of Inspector
General, and other government oversight agencies.

All significant impacted items are identified and included in the cash flow.

Any unusual items (savings, costs, etc.) that have not been identified in previous DARs and
are included in this DAR make sense. Determine why they are included in this project.

Up-to-date values were used for the cost of capital, discount rate, residual value, escalation
rate, and other economic factors included in the DAR and supporting documentation.

o O o0

The DAR economics are correct (check by re-running DARS). If any formulas have changed,
be sure they are supported with proper backup. Check all additions to the cash flow in DARS.

O

Estimated investments, costs, and savings are realistically time-phased in the cash flow analy-
sis. The spread of investment costs normally does not extend into the first operating year. This
can be controlled in DARS by varying the number of months of design and construction. En-
sure that 10 full operating years are included in the analysis.

O The budget crosswalk (Capital Investment Tracking System spreadsheet) is complete and
signed.

O The purchase price and residual value are recorded properly (only if land banking or advance
site acquisition is involved).

d Disruption and costs of temporarily relocating operations to a leased facility are included in the
DAR cash flow (only if a facility expansion is provided.

O The sustaining baseline, when applicable, accounts for all deployed and planned automation
equipment.
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Validation

Exhibit 5-1 (p. 3)
Validation Checklist for Major Facility Projects

a

O

O O O OO

The labor rates, custodial maintenance, and building maintenance costs were taken from the
Labor Utilization Report? If not, are official computations used and documented? If a factor
approach is used, the only approved factors are those used in DARS. When available, use the
prior year AP 13 year-to-date rates to eliminate the impacts of seasonality and leave usage on
the workhour rates.

The backup documentation includes utility bills, signed data from the CDB, or a signed PS
Form 4841, Fuel and Utilities Record, for utility computations.

An alternative that includes a new (additional rather than replacement) facility added labor in
LDCs 10 and 17 and includes at least one LDC 35, Plant and Equipment Maintenance Super-
visor. If not, an explanatory memo is included.

An alternative that includes a new (additional rather than replacement) facility added one-time
costs for capital included in the investment cost sheet and one-time expense items shown in
the start-up costs.

Local management signed the material handling savings and costs sheet.

The material handling variance for the cash flow is the variance from the baseline, not the vari-
ance from the manual operation (unless the baseline is the manual operation).

Each revision to the DAR is consistent with the previous version (i.e., did the preparer change
something you were not expecting to see changed?).

The financial assessment memorandum and area CIC minutes are included in the backup
documentation.

All of the Headquarters comment letters are included in the backup documentation. Were all
the issues raised in these memos resolved?

Lease Issues

Review the following lease issues to verify that:

a

a

If the project calls for the sale or outlease of a facility or site, the income shown is reasonable.
Outlease income may not be included in the cash flow unless leases have been secured or are
about to be secured.

Ground lease information has been properly recorded in the DAR. Ground leases are usually
found in airport mail center projects.

The requested project funding includes the NPV discounted at the cost of capital for the total
lease term plus all defined value options. The DAR narrative also includes the total undis-
counted dollar value.

Leasing a newly constructed facility versus Postal Service-owned construction of the same
facility are not two separate alternatives.

A lease analysis is based on a proposal contained in a draft lease document or letter of intent
signed by the lessor.

For a Postal Service-owned construction facility on leased land, the residual value is based on
the following formula:

C x .83 x (N-10)/40 x 1.0510

where:

C = Total construction cost and

N = Number of years (not to exceed 40) of control of the land (ground lease + options).

January 2006
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Exhibit 5-1 Investment Policies and Procedures — Major Facilities

Exhibit 5-1 (p. 4)
Validation Checklist for Major Facility Projects

Validation Documentation

Follow these tips when preparing the validation documentation:

0
0

O 0O

84

Make the first round of comments on a draft document as all-inclusive as possible.

Prepare draft validation letters and briefing sheets well in advance of the due date. New infor-
mation can be quickly inserted into the body of the letter.

Prepare the validation memo, executive summary, DAR Financial Impact Statement (DARFIT),
Capital Projects Committee (CPC) briefing sheet, and union natification. In the validation
memo, advise senior management of significant issues and recommended actions.

Use standard language. Avoid creating new paragraphs unless the manager requests that
special issues be included in the body of the memo.

Write objectively. Avoid addressing issues not previously identified.
Always state the discount rate that was used to compute the NPV.
Include the following information in the validation letter:

Investment amount.
Square footage of the facility in the recommended alternative.
Total undiscounted value of leases (including all options that have a specified dollar value).

o o T o

Discounted value of the total lease plus all options that have a specified dollar value, and the
rate at which the lease is discounted (use the cost of capital).

Information on the alternatives that were evaluated and the incremental rate of return results.
Statement as to whether or not the recommended alternative is the economic winner.
Statement of the total 10-year operating variance in undiscounted dollars.

Se ™o

Discussion of the operating variance line items that are most responsible for the NPV and ROI
results (sustaining baseline, material handling savings, etc.). If the residual value drives the
project, mention this fact.

i The ROI and NPV of the total alternative cash flow and the rate at which the NPV is
discounted.

(1) Use a minus (-) sign for a negative NPV.

(2) Check for the last three zeros (000) in the NPV amount (remember the cash flow is
rounded to thousands).

j- The final approval level of the project (e.g., Deputy PMG/COOQO, PMG/CEO, or Board of
Governors).
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Validation Exhibit 5-2

Exhibit 5-2 (p. 1)
Sample Validation Memo and Executive Summary — Leased Facility

Vice President, Controller

UNITED STATES
F POSTAL SERVICE

<Today’s Date>
<Name of Area Vice President>
SUBJECT: Postaltown, IN, Temporary Mail Processing Annex Decision Analysis Report (DAR)

The March 20, 1998, Postaltown, IN, Temporary Mail Processing Annex DAR has been reviewed
and validated.

The Postaltown, IN, Processing and Distribution Center (PDC) is significantly space deficient.
During the past several years, a number of small facilities have been leased to house various
mail processing functions. However, docks are still inadequate for current dispatch demands, and
mail processing operations are inefficient due to lack of space.

A new 692,500 square foot PDC is included in the Five-Year Capital Investment Plan and is
scheduled to be presented for approval in the year 2000. Additional temporary space is needed
to continue operations until the new PDC facility is completed. The proposed annex will also pro-
vide sufficient workroom space to house two flat sorting machines that are scheduled for delivery
in fiscal year 1998.

This project requests $312,000 in capital and $8,019,000 in undiscounted lease costs for a total
of $8,331,000 to lease and renovate a 129,960 square foot temporary mail processing annex.
The base term of the lease is for 5 years at $752,468 annually, and there is one 5-year option at
$851,238 annually, for a total of 10 years. The lessor is funding $2.5 million in additional improve-
ments which are amortized in these lease costs. This facility will house the mail processing op-
erations for Standard Mail (A) and Priority Mail and additional mechanized equipment. Five cur-
rently leased facilities will be vacated and operating inefficiencies due to space constraints will be
eliminated.

The documentation, analysis, and results have been validated. The investment for current ap-
proval is $8,331,000 and includes $312,000 in capital and $8,019,000 in lease costs for a 5-year
lease and one 5-year option for the proposed 129,960 square foot Postaltown, IN, temporary mail
processing annex. The net present value cost (NPV), when discounted at 7.8 percent, is
-$8,370,000. There is no return on investment. When the 10-year lease is discounted at 6.3 per-
cent, the NPV cost is -$6,128,000. When the undiscounted capital is added to the discounted
lease cost, the total for determining approval authority is $6,440,000. Total operating costs over
the 10-year analysis period are $12,427,000 due to increases in rent, transportation, utilities, and
building maintenance.

This project must be submitted to the chief operating officer and executive vice president for final
approval.

<Signature>
Vice President, Controller

cc: Manager, Facilities Planning and Approval

475 LEnfant Plaza SW
Washington DC 20260-0010
202-268-5272

Fax: 202-268-4791
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Exhibit 5-2 (p. 2)
Sample Validation Memo and Executive Summary — Leased Facility

EXECUTIVE SUMMARY

Subject
Postaltown, IN, Temporary Mail Processing Annex Decision Analysis Report (DAR)
Background

The Postaltown, IN, Processing and Distribution Center (PDC) is seriously space deficient.
Over the past several years, a number of small facilities have been leased to house mail proc-
essing functions. However, docks are still inadequate for current dispatch demands, and mail
processing operations are inefficient due to lack of space. A new 692,500 square foot PDC is
included in the Five-Year Capital Investment Plan for the year 2000. Current operations require
leasing temporary space to continue operations until the new PDC facility is completed. The
additional workroom space will also be used to house two flat sorting machines that are sched-
uled for delivery in fiscal year 1998.

This project requests $312,000 in capital and $8,019,000 in undiscounted lease costs for a
total of $8,331,000, to lease and renovate a 129,960 square foot temporary mail processing
annex. The base term of the lease is for 5 years at $752,468 annually, and there is one 5-year
option at $851,238 annually, for a total of ten years. The lessor is funding $2.5 million in im-
provements which are amortized in these lease costs. The facility will be used to house the
mail processing operations for Standard Mail and Priority Mail and additional mechanized
equipment. Five leased facilities will be vacated.

Project Objectives
This project will:

1. Improve and maintain processing operations and service standards in the Postaltown, IN,
service area.

2. Alleviate congested working conditions and provide ample workroom space.
3. Allow for delivery of scheduled equipment deployments.

Financial Summary

Amount for
Approval Approval
(Undiscounted) Threshold
($in thousands) ($in thousands)
One-Time Capital Investment $312 $312
5-Year Lease and 5-Year Option 8,019
Lease Discounted at 6.3% 6,128
Total for Approval $8,331 $6,440
Total Operating Variance (10 Years) ($12,427)
Net Present Value (10-Year Cash Flow)
Discounted at 7.8% ($8,370)
Return on Investment N/A
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Exhibit 5-2 (p. 3)
Sample Validation Memo and Executive Summary — Leased Facility

The net present value (NPV), when discounted at 7.8 percent, is -$8,370,000. There is no re-
turn on investment. When the 10-year lease is discounted at 6.3 percent, the NPV cost is
-$6,128,000. When the undiscounted capital is added to the discounted lease cost, the total for
determining approval authority is $6,440,000. Total operating costs over the 10-year analysis
period are -$12,427,000 due to increases in rent, utilities, transportation, and building mainte-
nance.

Requested Action

Approve $8,331,000 for the 129,960 square foot facility which will serve as the Postaltown, IN,
temporary mail processing annex. Funding consists of $312,000 in capital and $8,019,000 (un-
discounted) for a 5-year lease and one 5-year option.
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Exhibit 5-3 (p. 1)
Sample Validation Memo and Executive Summary — Facility Purchase

F=

Vice President, Controller

UNITED STATES
POSTAL SERVICE

<Today’s Date>
<Name of Area Vice President>

SUBJECT: Russellville, NH, Processing and Distribution Facility (PDF), Decision Analysis Report
(DAR)

The February 2, 1998, DAR for the proposed purchase of the Russellville, NH, PDF has been
reviewed and validated.

The DAR requests $9,575,000 to purchase a 176,000 square foot PDF in Russellville, NH, which
is currently being leased. The facility will continue to house processing and distribution opera-
tions in 105,040 square feet. An additional 54,960 square feet of the building is currently leased
to a commercial business. The Postal Service will receive income from this tenant.

A lease versus own analysis, using estimated market value lease costs of $7.30 per square foot
for the first 5-year term and $8.00 per square foot for the second 5-year term, indicates purchase
is more economical than continuing to lease. Since this appears to be a one-time opportunity to
purchase a facility, which will accommodate operational needs for the long term, the DAR recom-
mends that the purchase option be exercised.

The documentation, analysis, and results have been validated. Using the estimated market val-
ues of $7.30 and $8.00 per square foot for the rent savings, the 10-year operating variances total
$8,826,000 when compared to the baseline. These savings include 4 years of outlease income
for the tenant-occupied portion of the facility. The net present value (NPV), when discounted at
7.3 percent, is $860,000 and the return on investment (ROI) is 8.7 percent. If the impact of tax
savings is included in the analysis, the NPV increases to $1,382,000 and the ROl increases to
9.5 percent. Justification for the project is based on economics.

The DAR must be submitted to the postmaster general/chief executive officer for final approval.

<Signature>
Vice President, Controller

cc: Manager, Facilities Planning and Approval

475 LEnfant Plaza SW
Washington DC 20260-0010
202-268-5272

Fax: 202-268-4791
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Exhibit 5-3 (p. 2)
Sample Validation Memo and Executive Summary — Facility Purchase

EXECUTIVE SUMMARY

Subject
Russellville, NH, Processing and Distribution Facility (PDF), Decision Analysis Report (DAR)
Background

The Postal Service leases 105,040 square feet of a 176,000 square foot facility situated on a
site of 33.07 acres in Russellville, NH, for the PDF. The current lease contains a purchase op-
tion, but the lessor has indicated that the next lease, when negotiated, will not contain a pur-
chase option. Thus, this appears to be the last opportunity to purchase this facility.

Solution

The DAR requests $9,575,000 to purchase the 176,000 square foot PDF. The facility will con-
tinue to house processing and distribution operations in 105,040 square feet. An additional
54,960 square feet is currently leased to a commercial business. The Postal Service will re-
ceive income from this tenant. Since this appears to be a one time opportunity to purchase a
facility, which will accommodate operational needs for the long term, the DAR recommends the
purchase option be exercised.

Project Objectives
This project:
1. Will meet long-term operational needs.

2. Is economically justified.

Financial Summary

10-Year Operating Period
($in thousands)
Required Investment $9,575
Operating Variances $8,826
Net Present Value Discounted at 7.3% $860
Return on Investment 8.7%

Requested Action

It is requested that funding, not to exceed $9,575,000, be approved to purchase the 176,000
square foot Russellville, NH, PDF. The net present value, when discounted at 7.3 percent, is
$860,000, and the return on investment is 8.7 percent.
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Exhibit 5-4 (p. 1)
Sample Validation Memo and Executive Summary — New Construction Owned Facility

Vice President, Controller

™ UNITED STATES
P POSTAL SERVICE

<Today’s Date>
<Name of Area Vice President>

SUBJECT: Sumertown, ID, Processing and Distribution Center (PDC), Decision Analysis Report
(DAR)

The September 4, 1997, DAR for the proposed Sumertown, ID, PDC has been reviewed and
validated.

The DAR requests $33,314,000 to construct a 261,793 square foot PDC in Sumertown, ID. The
new facility will house all processing and distribution operations, administration, support, satellite
business mail entry unit and the Computer Forwarding System. Included in the funding is
$3,368,000 to renovate the current main post office. It will house customer services administra-
tion, retail operations, delivery, and Address Information Systems.

Two alternatives were considered for this project. Alternative A proposed construction of a
194,630 square foot annex to house a portion of the operations. Estimated operating costs for
Alternative A were significantly higher than for Alternative B. The incremental analysis of Alterna-
tive B versus Alternative A indicates that the additional $8.6 million investment will produce a
16.4 percent return on investment (ROI) and a positive net present value (NPV) of $4.5 million.
Thus, Alternative B is more economically favorable and is recommended for approval.

This project will eliminate space deficiencies in the current location, provide an opportunity to
improve service standards, and eliminate numerous leased facilities.

The documentation, analysis, and results have been validated. The 10-year operating variances
for the recommended Alternative B total -$11,146,000 when compared to the baseline. These
costs reflect increased building maintenance and utilities for the new Postal Service-owned facili-
ty. About $400,000 in annual savings will be generated when functions currently housed in nu-
merous leased facilities are moved into the new plant. The NPV cost, when discounted at 8.8
percent, is -$25,307,000 and there is no ROI. Justification for the project is based on space defi-
ciency in the current location.

The DAR must be submitted to the Board of Governors for final approval.

<Signature>
Vice President, Controller

cc: Manager, Facilities Planning and Approval

475 LEnfant Plaza SW
Washington DC 20260-0010
202-268-5272

Fax: 202-268-4791
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Exhibit 5-4 (p. 2)
Sample Validation Memo and Executive Summary — New Construction Owned Facility

EXECUTIVE SUMMARY

Subject
Sumertown, ID, Processing and Distribution Center (PDC), Decision Analysis Report (DAR)
Background

The existing 69,948 square foot Sumertown PDC was constructed in 1965. Steady mail growth
of 2 percent annually has exceeded the plant’s capacity for efficiently processing mail. Existing
operations have been consolidated into spaces considerably smaller than prescribed by
current standards. Many functions have been moved into leased space in an attempt to
accommodate the growing mail volume. Over time, these operations also have become space
deficient.

Solution

The DAR requests $33,314,000 to construct a 261,793 square foot PDC in Sumertown, ID.
The new facility will house all processing and distribution operations, administration, support,
satellite business mail entry unit, and the Computer Forwarding System operations. Included in
the funding is $3,368,000 to renovate the current main Post Office (MPO). It will house cus-
tomer services administration, retail operations, delivery, and Address Information Systems.

Project Objectives
This project will:
1. Eliminate space deficiencies in the current location.

2. Eliminate numerous leased facilities.

Financial Summary

10-Year Operating Period
($in thousands)
Required Investment $33,314
Operating Variances ($11,146)
Net Present Value Discounted at 8.8% ($25,307)
Return on Investment N/A

Requested Action

It is requested that funding, not to exceed $33,314,000 be approved, to construct a 261,793
square foot Sumertown, ID, PDC and renovate the MPO. The net present value cost, when
discounted at 8.8 percent, is -$25,307,000. There is no return on investment.
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Exhibit 5-5 (p. 1)
Sample Validation Memo and Executive Summary — Request for Additional Funding

Vice President, Controller

™ UNITED STATES
P POSTAL SERVICE

<Today’s Date>
<Name of Area Vice President>

SUBJECT: Golden City, MO, Processing and Distribution Center (PDC), Decision Analysis Re-
port (DAR) Modification Request for Additional Funding.

The November 18, 1997, DAR Modification Request for additional funding for the Golden City,
MO, PDC has been reviewed and validated.

On November 5, 1996, the Board of Governors approved $84,069,000 for the purchase, renova-
tion, and postalization of an existing 925,806 square foot facility to serve as the new Golden City,
MO, PDC. The property has been purchased and excess structures have been demolished. Ini-
tial proposals for both construction and material handling exceeded original estimates. In addi-
tion, a new roof is needed for the facility. The total increased investment required for this project
is somewhat offset by the fact that demolition costs were $850,000 less than originally planned.
The total additional funding needed is $15,421,000. The table below shows the investment line-
item changes for this project:

10-Year Operating Period
($in thousands)

Approved Modification

DAR (11/96) Request (11/97) | Difference
Investments
Site (Including Demolition) $22,572 $21,722 ($850)
Design and Construction 36,928 44,523 7,595
Material Handling 21,687 30,363 8,676
Other 2,882 2,882 0
Total Investment $84,069 $99,490 $15,421

The documentation, analysis, and results have been validated. The investment for current ap-
proval has increased from $84,069,000 to $99,490,000. The net present value cost when dis-
counted at 8.8 percent has changed from -$154,000 to -$14,393,000, and the return on invest-
ment has decreased from 8.8 percent to 5.6 percent. The operating expenses have increased
from -$24,459,000 to -$26,627,000 due to a reduction in the savings available from material han-
dling.

The DAR Modification Request must be submitted to the Board of Governors for final approval.

<Signature>
Vice President, Controller

cc: Manager, Facilities Planning and Approval

475 LEnfant Plaza SW
Washington DC 20260-0010
202-268-5272

Fax: 202-268-4791
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Exhibit 5-5 (p. 2)
Sample Validation Memo and Executive Summary — Request for Additional Funding

EXECUTIVE SUMMARY

Subject

Golden City, MO, Processing and Distribution Center (PDC) DAR Modification Request for
Additional Funding

Background

On November 5, 1996, the Board of Governors approved $84,069,000 for the purchase, reno-
vation, and postalization of an existing 925,806 square foot facility to serve as the new Golden
City, MO, PDC.

The property has been purchased and unneeded structures have been demolished. Initial pro-
posals for both construction and material handling exceeded expectations. In addition, it has
been determined that a new roof is needed for the facility. The increased investment required
for this project is offset by the fact that demolition costs were $850,000 less than anticipated.
The total additional funding needed is $15,421,000.

Project Objectives

This project will:

1. Eliminate space deficiencies.

2. Allow for more efficient operations.

Financial Summary

10-Year Operating Period
($in thousands)

Approved DAR | Modification

(11/96) Request (11/97) | Difference
Investments
Site (Including Demolition) $22,572 $21,722 ($850)
Design and Construction 36,928 44,523 7,595
Material Handling 21,687 30,363 8,676
Other 2,882 2,882 0
Total Investment $84,069 $99,490 $15,421
Operating Variance ($24,459) ($26,627) ($2,168)
Net Present Value Discounted at 8.8% ($154) ($14,393) ($14,239)
Return on Investment 8.8% 5.6% (3.2%)

The investment for current approval has increased from $84,069,000 to $99,490,000. The net
present value cost when discounted at 8.8 percent has decreased from ($154,000) to
($14,393,000), and the ROI has decreased from 8.8 percent to 5.6 percent. The operating
variance expenses have increased from ($24,459,000) to ($26,627,000) due to a reduction in
the savings available from material handling.
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Exhibit 5-5 (p. 3)
Sample Validation Memo and Executive Summary — Request for Additional Funding

Requested Action

Approve $15,421,000 in additional funding, of which $6,745,000 is for increased design and
construction costs and $8,676,000 is for increased material handling costs. The new total for
approval is $99,490,000.
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6 DAR Compliance Reports

6-1 About This Chapter

6-2 Purpose

Sponsors must prepare and submit DAR Compliance Reports for review for
major facility projects every quarter from the date of final approval until 18
months after in the project’s completion. This chapter describes the purpose
compliance reports and defines the responsibilities for local facility managers
and sponsors.

The sponsor uses DAR Compliance Reports to track the progress of a project
and its compliance with the approved plan (that is, the DAR and any
approved DAR Modification Requests). More specifically, the report serves
the following purposes:

a. Indicates the status of each operational, real estate, and financial goal
of the project, documenting any changes from the approved DAR.

b. Enables the sponsor to measure the progress and actual budget impact
of investments and operating variances.

C. Provides information that allows the sponsor to identify the need for a
DAR Modification Request.

d.  Shows the actual versus planned results, which may prove useful in
planning future projects.

6-3 Responsibility

January 2006

The local facility manager (plant manager or installation head) ensures that
sponsors prepare and submit DAR Compliance Reports as required. The
manager designates key resources and specifies who is responsible for
activating the facility and preparing the reports. Both the local facility
manager and key resources are responsible for becoming thoroughly familiar
with the economic and operational plans presented in the approved DAR,
DAR backup documentation, and any DAR Modification Requests. See
Handbook F-66, chapter 7, for detailed compliance reporting requirements
and additional exhibits.

95



6-4 Investment Policies and Procedures — Major Facilities

6-4 Retention

The sponsor keeps a copy of all completed compliance reports in the file with
the copy of the approved DAR, for future reference and distribution upon
request.
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{ DAR Modification Request

7-1 About This Chapter

7-2 Purpose

The vice president and controller of Finance must review, validate, and
approve a DAR Modification Request before the sponsor may take action that
departs from the approved DAR for a major facility project. This chapter

a. Describes the purpose of a modification request.

Describes responsibilities.

Identifies situations in which a modification request is necessary
Lists the required components for a DAR Modification Request.
Outlines the review, validation and approval process.

Identifies the document retention period.

@ =0 oo o

Provides examples of DAR Modification Requests.

January 2006

A DAR Modification Request is a request to depart from the approved
plan (i.e., the DAR and any previously approved DAR Modification
Requests). The modification request serves the following purposes:

a. Controls the flow of funds for the project as set forth in the approved
DAR.

b.  Strengthens the sponsor’s accountability in complying with the
approved facility and operational plans.

C. Allows managers to adjust for opportunities or problems that arise
during the project’s life cycle.

d. Ensures that significant changes to investments and operating
variances are properly documented and approved.

A DAR Modification Request may not be used to update the operating
variances in the approved DAR to correspond to actual results (such as a
change in utility rates, wage rates, or staffing plan). It must be based on an
investment change or a significant operating change.

In rare cases, the proposed changes to an approved DAR may be so great
that a completely new DAR and backup documentation are required.
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7-3

Investment Policies and Procedures — Major Facilities

7-3 Definitions

7-3.1

7-3.2

Sponsors must use a DAR Modification Request to obtain approval for an
investment-related or operational change from the approved DAR.

Investment-Related Modification

An investment-related modification is a proposed change to the approved
investment funding in the DAR. The request may be for additional funds or a
line-item transfer of approved funds between major investment categories
(e.g., site, building, renovation, and material handling) or between line items
categorized as “other” on the investment cost sheet (e.g., telephone, system
furniture, and one-time capital). If an investment-related change is
operationally driven, it is categorized as an operational modification.

Operational Modification

An operational modification is a significant change that affects the scope of
the project, cash flow operating variances, investments, or assumptions upon
which a facility project was justified. The proposed operational change may or
may not require additional funds or a line-item transfer of approved capital
funds.

7-4 Responsibility

106

7-4.1

Often the need for a DAR Modification Request is identified when a DAR
Compliance Report is prepared. The responsibility for determining whether a
DAR Modification Request is necessary depends on the type of modification.
If there is any question whether a DAR Modification Request is required,
contact the area or district Finance manager. To resolve outstanding issues
regarding DAR Modification Requests, contact Capital and Program
Evaluation, Finance. The vice president and controller of Finance is the final
authority in determining whether a DAR Modification Request is required.

Investment-Related Modifications

Facilities Planning and Approval or the FSO is responsible for identifying the
need and preparing a DAR Modification Request for an investment-related
change. This involves informing the sponsor of the change, preparing the
request, revising the economic analysis and cash flow, and coordinating the
necessary approvals.

The sponsor, preparer, reviewer, and approving officials must sign the
request, indicating their agreement with the revised project concepts,
assumptions, and operational and budgetary impacts.

Facilities Planning and Approval may authorize line-item transfers within a
major investment category (e.g., transfers of building funds between design,
construction, and construction supervision) without requiring a DAR
Modification Request. Facilities Planning and Approval, must notify the plant
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DAR Modification Request

7-4.2

7-5.1.2

manager in writing when such a change is authorized. Facility DAR line-item
transfers between major investment categories require further approval.
DARs with an approved investment less than $7.5 million require the
approval of the original DAR approval authority; DARs with an approved
investment greater than $7.5 million require approval of the Headquarters
Capital Investment Committee and the postmaster general and chief
executive officer.

Operational Modifications

The sponsor (plant manager or installation head) is responsible for identifying
the need for a DAR Modification Request for operational modifications. The
sponsor submits a written request to the area vice president (or the district
manager for plant or district-initiated projects) outlining the scope of the
modification. Upon concurrence by the area vice president (or district
manager), Facilities Planning and Approval, or the FSO prepares the request
in the prescribed format, revises the economic analysis and cash flow, and
coordinates the necessary approvals.

7-5 Situations That Require a DAR Modification

January 2006

7-5.1

7-5.1.1

7-5.1.2

This subchapter provides examples of situations tht require a DAR
modification. The possible need for a DAR modification, however, is not
limited to these examples.

Investment-Related Modifications

Request for Additional Funding

In the following situations a sponsor would complete a DAR Modification
Request to obtain additional funding:

a.  Actual construction bids exceeded estimates.
b. Unanticipated site conditions have resulted in higher construction costs.

C. Underground storage tanks discovered after the project was approved
must be removed.

Line-ltem Transfer

In the following situations a sponsor might complete a DAR Modification
Request to reallocate approved capital funds unrelated to operational
changes:

a. Funds approved for renovation are needed to cover costs of new
building construction.

b. Excess funds approved for the telephone system are available to cover
high costs of modular furniture.

C. Lower than expected site acquisition costs have made funds available
that can be used to cover construction cost overruns.
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7-5.2

7-5.2

7-5.2.1

7-5.2.2

7-5.2.3

Investment Policies and Procedures — Major Facilities

d. Increased material handling expenses can be covered by excess
construction funds.

Operational Modifications

Change to Real Estate Plan

In the following situations a sponsor would complete a DAR Modification
Request to change an approved real estate plan:

a. A mail processing facility that was intended to be vacated is needed.

b.  The approved plan failed to provide sufficient space for employee and
customer parking.

c.  Afacility that the Postal Service expected to lease is unexpectedly
available for purchase.

d.  An additional storage facility not included in the approved DAR is
needed.

Significant Operational Change

The following are examples of significant operational changes that would
require a modification request:

a. The sponsor wants to relocate carrier operations not in accordance with
the DAR plan.

b. It will be advantageous to decentralize mail processing operations that
were intended to be centralized at a new facility.

C. The sponsor wants to add retail operations to a facility that was
originally planned to exclude it.

Line-ltem Transfer

In the following situations a sponsor would complete a DAR Modification
Request for a line-item transfer of approved capital funds (with no additional
capital funding required):

a. Revised operational plan requires a larger loose mail handling system.
b.  An additional floor of administrative office space is needed.

C. Material handling changes are required to take advantage of
technological advancements.

7-6 Time Frame

108

The sponsor must submit the DAR Modification Request in a timely manner
(i.e., when the operational or investment-related change becomes known)
and must wait for approval before initiating a major operational or funding
change from the approved plan.

All DAR Modification Requests must be submitted and approved no later than
18 months after the move into the new facility. Delay of a known operational
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or investment-related change until after the Inspection Service or Office of
Inspector General audit is a violation of this policy.

7-7 Required Components

The following items must be included in a DAR Modification Request for a
major facility project. Although the scope and complexity of the modification
will determine the amount of detail required, the narrative section generally
will not exceed two or three pages. Three sample DAR Modification Requests
are included at the end of this section for guidance.

7-71 Cover Page

Include a cover page that follows the same format as the original DAR
(including the corporate logo, project name and location, type of project, and
date). Identify the document as a DAR Modification Request.

772 Signature Sheet

Include the same signature lines — preparer, sponsor, reviewer (if
applicable), and approving officials — as the signature page of the original
DAR. Additional signatures may be required if the request is for additional
capital funding that requires the project to be approved at a higher level.

773 Background

Include the following background information:
a.  Amount(s) previously approved.

b.  Approval dates (for the DAR and any previously approved DAR
Modifications).

c.  Approval authority for the DAR and any previous DAR Modifications
(e.g., vice president, postmaster general, or Board of Governors).

d. Project justification (summary of main points from approved DAR).
e. Update on progress toward completing facility project.

7.7.4 Problem Definition and Justification

Describe the proposed change and explain why it should be approved.
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7-7.5

7-7.6

7-7.7

7-7.8

Investment Policies and Procedures — Major Facilities

Financial Summary

Include a table in the following format:

10-Year Operating Period ($000)
($ in thousands)

Original DAR or DAR
DAR Modification | Modification
(Final Approval (Date of
Date) Request) Difference
Investment $ $ $
Operating Variance | $ $ $
Net Present Value
Discountedat % |$ $ $
Return on Investment | % % %

Recommendation

Summarize the proposed change and make a formal request to modify the
original plan, increase the authorized funding, or both.

Exhibits

If the proposed change affects the investment cost sheet, cash flow, or space
summary, include both the originally approved exhibit and the update. Also
include a revised project schedule (Gantt chart). For other exhibits (e.g., map,
population, and mail volume), include only the revised exhibit.

Backup Documentation

Include any materials that will support the proposed change to the approved
project. Rerun any backup material created using DARS, if affected.

7-8 Review, Validation, and Approval

110

The sponsor must receive approval of a DAR modification in writing before
before the requested action is taken or additional funds are committed.

The appropriate Headquarters review and approval process is determined by
Capital and Program Evaluation. Facilities Planning and Approval
coordinates the review and forwards the completed DAR Modification
Request to Capital and Program Evaluation, Finance, for validation (see

[chapter 5).

Following validation, a DAR Modification Request follows the same review
and approval procedures as the original DAR (see[chapter 4). Generally, it
must be approved by the same approving officials as the original DAR.
However, a request for additional capital funding may require higher-level
approval.

Handbook F-66A



DAR Modification Request 7-10

Example: A project originally approved by the postmaster general requires
additional funding of $3 million. The Board of Governors must approve the
DAR Modification Request because the total project amount now exceeds the
postmaster general’s approval threshold.

Requests to modify field-sponsored projects must be reviewed and approved
at the area level before being forwarded to Headquarters for review,
validation, and final approval (see Handbook F-66C). If a modification request
for such a project is denied at any level, a copy of the request and the
decision must be sent to Capital and Program Evaluation, Finance.

7-9 Document Retention

Upon final approval, Finance keeps the DAR Modification Request with the
original DAR. Facilities keeps a copy of the approved DAR Modification
Request and sends a copy to the sponsor.

7-10 Sample DAR Modifications

Sample DAR Modification Requests for the following types of projects are
included as guidance:

This exhibit... shows a sample DAR Modification Request for a...
[7-1] proposed operational change.
request for additional funding.

7-3 line-item transfer.
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Exhibit 7-1 Investment Policies and Procedures — Major Facilities

Exhibit 7-1 (p. 1)
Sample DAR Modification Request — Proposed Operational Change

= UNITED STATES
B POSTAL SERVICE

DECISION ANALYSIS REPORT
MODIFICATION REQUEST

Homeville, USA

Processing and Distribution Center
FACILITIES

RESTRICTED INFORMATION

October 15, 1993
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DAR Modification Request

Exhibit 7-1 (p. 2)

Sample DAR Modification Request — Proposed Operational Change

Exhibit 7-1

DAR MODIFICATION REQUEST

HOMEVILLE, USA, PROCESSING AND DISTRIBUTION CENTER

PREPARED BY:

REVIEWED BY:

SPONSORED BY:

APPROVED BY:

Signature Page

<Signature>

<Typed Name>
Postal Operations Analyst
Facilities Planning and Approval

<Signature>

Date

<Typed Name>
Manager
Facilities Planning and Approval

<Signature>

Date

<Typed Name>
Plant Manager
Homeville, USA

<Signature>

Date

<Typed Name>
Area Vice President
Area

Date

January 2006
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Exhibit 7-1 Investment Policies and Procedures — Major Facilities

Exhibit 7-1 (p. 3)
Sample DAR Modification Request — Proposed Operational Change

DAR MODIFICATION REQUEST
HOMEVILLE, USA, PROCESSING AND DISTRIBUTION CENTER

Table of Contents

Background . .. ... e
Problem Definition and Justification . .......... ... e

Financial SumMmary . ...

Exhibit 1 — Original Cash Flow . ... ... e

Exhibit 2 — Modified Cash Flow . ........ ... o

Recommendation ................ i

Exhibit 3 — Project Schedule . .......... ...

114 Handbook F-66A



DAR Modification Request Exhibit 7-1

Exhibit 7-1 (p. 4)
Sample DAR Modification Request — Proposed Operational Change

DAR MODIFICATION REQUEST
HOMEVILLE, USA, PROCESSING AND DISTRIBUTION CENTER

Background

On April 3, 1991, the Board of Governors approved funding of $30,420,000 for site acquisition,
design, and construction of a new 290,000 square foot Homeville Processing and Distribution
Center (PDC). The project was approved to supplement the existing Homeville Main Post Of-
fice (MPO), a 98,000 square foot leased facility that is 40 percent deficient in workroom space.
Because of workroom overcrowding, carrier zone 99901 was relocated to the Anytown Branch,
a Postal Service-owned delivery unit, in 1989. In addition, the Computerized Forwarding Sys-
tem (CFS) was relocated to a leased annex in 1990. The Homeville PDC is now 90 percent
complete, and move-in is scheduled for January 1994.

Problem Definition and Justification

The approved Decision Analysis Report (DAR) stated that zone 99901 would remain at the
Anytown Branch, CFS would be relocated to the MPO, and any available space in the MPO
(approximately 30,000 square feet) would be outleased, if possible. Subsequent to DAR ap-
proval, the Anytown area experienced high population and mail volume growth, resulting in
overcrowding of the Anytown Branch. Rather than expand the Anytown Branch or lease addi-
tional space to accommodate operations, it would be more cost advantageous to relocate the
99901 carriers back into the MPO upon completion of the new PDC. Although transportation
costs will be slightly higher, this change will allow the Postal Service to avoid substantial addi-
tional costs required to provide operational space at the Anytown Branch. CFS operations will
still be returned to the MPO. The space available for outlease at the MPO will decrease from
30,000 square feet to approximately 21,000 square feet.

Financial Summary

10-Year Operating Period
($ in thousands)

Original Modification
(4/91) (9/93) Difference
Investment $30,420 $30,420 $0
Operating Variance ($8,759) ($8,904) ($145)
Net Present Value
Discounted at 9.5% ($551) ($624) ($73)
Return on Investment 9.2% 9.2% 0

Recommendation

It is recommended that approval be given to modify the approved DAR for the Homeville PDC
to allow Zone 99901 carriers to be relocated to the Homeville MPO when the Homeville PDC is
completed, instead of remaining at the Anytown Branch. This will allow the Anytown Branch to
sustain operations without requiring additional workroom space. No additional capital funding
is required to accomplish this modification.

January 2006

115



Investment Policies and Procedures — Major Facilities
Exhibit 1. Original Cash Flow

Sample DAR Modification Request — Proposed Operational Change

Exhibit 7-1
Exhibit 7-1 (p. 5)
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Exhibit 7-1

Exhibit 2. Modified Cash Flow

Sample DAR Modification Request — Proposed Operational Change

DAR Modification Request

Exhibit 7-1 (p. 6)
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Investment Policies and Procedures — Major Facilities

Exhibit 3. Project Schedule

Exhibit 7-1

Sample DAR Modification Request — Proposed Operational Change

Exhibit 7-1 (p. 7)
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DAR Modification Request Exhibit 7-1

Exhibit 7-1 (p. 8)
Sample DAR Modification Request — Proposed Operational Change

Backup Documentation [Not shown]
Revised Transportation Plan.

Revised DARS output and files.
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Exhibit 7-2 Investment Policies and Procedures — Major Facilities

Exhibit 7-2 (p. 1)
Sample DAR Modification Request — Additional Funding

= UNITED STATES
B POSTAL SERVICE

DECISION ANALYSIS REPORT
MODIFICATION REQUEST

Goodtown, USA
Anycity Branch
FACILITIES

RESTRICTED INFORMATION
November 21, 1993
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DAR Modification Request

Exhibit 7-2 (p. 2)

Sample DAR Modification Request — Additional Funding

Exhibit 7-2

PREPARED BY:

REVIEWED BY:

SPONSORED BY:

APPROVED BY:

APPROVED BY:

DAR Modification Request
Goodtown, USA, Anycity Branch

Signature Page

<Signature>

<Typed Name>
Postal Operations Analyst
Facilities Service Office

<Signature>

Date

<Typed Name>
Manager
Facilities Planning and Approval

<Signature>

Date

<Typed Name>
Postmasterr
Goodtown, USA

<Signature>

Date

<Typed Name>
Manager
District

<Signature>

Date

<Typed Name>
Area Vice President
Area

Date

January 2006

121



Exhibit 7-2

Exhibit 7-2 (p. 3)
Sample DAR Modification Request — Additional Funding

Investment Policies and Procedures — Major Facilities

Goodtown, USA, Anycity Branch

Background ..............

Problem Definition and Justifi

Financial SumMmary . ...
Recommendation ....... ...
Exhibit 1 — Facility Investment Cost Sheet (Original) ............ ... ... i,
Exhibit 2 — Facility Investment Cost Sheet (Modification) ............................
Exhibit 3 — Original Cash FlIow . ... . e
Exhibit 4 — Modification Cash Flow . . ... ...

Exhibit 5 — Project Schedule

DAR Modification Request

Table of Contents

CatION .o

122
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DAR Modification Request Exhibit 7-2

Exhibit 7-2 (p. 4)
Sample DAR Modification Request — Additional Funding

DAR Modification Request
Goodtown, USA, Anycity Branch

Background

On June 16, 1993, funding of $8,565,000 was approved for site acquisition, design, and
construction of a new 41,000 square foot Anycity Branch in Goodtown, USA. The project was
approved to replace the existing Anycity Branch, a 16,450 square foot leased facility that pro-
vides only 35 percent of the required move-in space. Due to workroom floor overcrowding,
storage space in the facility has been converted to additional workroom area. Platform space
is also deficient, and customer and employee parking is limited. In addition, the current lease
expires in December 1994, and offers no renewal options.

Problem Definition and Justification

Acquisition of the site for the new Anycity Branch occurred in July 1993, and site work began
in August. During site work, underground storage tanks were discovered. Work was halted on
the project so that soil contamination studies could be performed. After the studies were com-
pleted, a revised scope of work was prepared, and a detailed cost estimate was developed. At
the same time, the Postal Service’s legal department began investigating the possibility of re-
capturing the cost of site clean-up from the previous owners. The legal department feels that
some of the cost can be recouped, and they are proceeding with that effort. However, since
legal proceedings may take considerable time to complete, it would be advantageous for the
Postal Service to proceed with the site work at its own expense to avoid further delays to the
project.

Financial Summary

10-Year Operating Period
($in thousands)

Original Modification
(6/93) (11/93) Difference
Investment $565 $9,190 $625
Operating Variance ($1,956) ($1,956) 0
Net Present Value
Discounted at 9.5% ($4,424) ($4,995) ($571)
Return on Investment 1.2% 0.5% (0.7%)

Recommendation

It is recommended that approval be given for increased capital funding of $625,000 (for re-
vised total funding of $9,190,000) so that site work may be completed and the construction
contract may be awarded for the Anycity Branch in Goodtown, USA.
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Exhibit 7-2 Investment Policies and Procedures — Major Facilities

Exhibit 7-2 (p. 5)
Sample DAR Modification Request — Additional Funding

Exhibit 1. Facility Investment Cost Sheet

FACILITY INVESTMENT COST SHEET

(ORIGINAL)
l. PROJECT IDENTIFICATION: Pineland Branch DATE: March 5, 1993
Goodtown, USA
Il. TYPE PROJECT: New Construction Owned
lll. LOCATION: Wood & Oak Streets
IV. SIZE AND COST DATA:
Sa. Ft. Cost Per Contin. Total
(000) Sa.Ft ($) ($000) ($000)
A. Site
1. Land 350.0 2.95 1,032
2. Engineering, Real Estate, ’
Legal, and Other Fees 206
3. Site Development 350.0 1.50 53 578
4. Third-Party Relocation 4 44
5. Total Site 57 1,860
B. Buildings
1. Design & Engineering 19 399
2. Construction 47.0 75.00 176 3,701
3. Paving/Landscaping/Utilities 350.0 5.34 187 2,056
4. Construction Supervision 24 495
5. Total w/o Site Development 406 6,652
C. Total Site & Buildings 463 8,512
D. Other Investments
1. Telephone System 3 53
53
V. TOTAL INVESTMENTS FOR APPROVAL 8,565
V1. MILESTONE DATES (MONTH/YEAR)
cic PMG Site Award Award Project
Approvai Approval Acquired Design Construction Complete

4/93 6/93 7/93 7/93 1/94 12/94
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DAR Modification Request Exhibit 7-2

Exhibit 7-2 (p. 6)
Sample DAR Modification Request — Additional Funding

Exhibit 2. Facility Investment Cost Sheet (Modification)

FACILITY INVESTMENT COST SHEET
(MODIFICATION)

I. PROJECT IDENTIFICATION: Pineland Branch DATE: October 6, 1993
Goodtown, USA

Il. TYPE PROJECT: New Construction Owned

lll. LOCATION: Wood & Oak Streets

IV. SIZE AND COST DATA:

Sq. Ft. Cost Per Contin. Total
(000) Sq. Ft. ($) ($000) ($000)
A. Site
1. Land 350.0 2,95 1,032
2. Engineering, Real Estate,
Legal, and Other Fees 206
3. Site Development 350.0 1.50 53 578
Underground Storage Tank 30 625
4. Third-Party Relocation 4 44
5. Total Site 87 2,485
B. Buildings
1. Design & Engineering 19 399
2. Construction 47.0 75.00 176 3,701
3. Paving/Landscaping/Util 350.0 5.34 187 2,056
4. Construction Supervision 24 495
5. Total w/o Site Development 406 6,652
C. Total Site & Buildings 493 9,137
D. Other Investments
1. Telephone System 3 53 53
V. TOTAL INVESTMENTS FOR APPROVAL 9,190
VI. MILESTONE DATES (MONTH/YEAR)
CiCc PMG Site Award Award Project
Approval Approval  Acquired Design Construction Complete
10/93 11/93 7/93 7/93 1/94 12/94

Vil. ADDITIONAL INFORMATION/SIGNIFICANT COMMENTS:
Additional funding of $625,000 is required for removal of an underground storage tank.
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Investment Policies and Procedures — Major Facilities
Sample DAR Modification Request — Additional Funding
Exhibit 3. Original Cash Flow

Exhibit 7-2
Exhibit 7-2 (p. 7)
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Exhibit 7-2

Exhibit 4. Modification Cash Flow

Sample DAR Modification Request — Additional Funding

DAR Modification Request

Exhibit 7-2 (p. 8)
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Investment Policies and Procedures — Major Facilities

Exhibit 5. Project Schedule
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DAR Modification Request Exhibit 7-2

Exhibit 7-2 (p. 10)
Sample DAR Modification Request — Additional Funding

Backup Documentation [Not shown]
Revised Scope of Work including new estimate.
Memo from Legal Department discussing potential for cost recapturability.

Revised DARS output and files.
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Exhibit 7-3 Investment Policies and Procedures — Major Facilities

Exhibit 7-3 (p. 1)
Sample DAR Modification Request — Line-Item Transfer

= UNITED STATES
B POSTAL SERVICE

DECISION ANALYSIS REPORT
MODIFICATION REQUEST

Anytown, USA

Processing and Distributing Center
and Vehicle Maintenance Facility
FACILITIES

RESTRICTED INFORMATION

September 1, 1994
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DAR Modification Request Exhibit 7-3
Exhibit 7-3 (p. 2)
Sample DAR Modification Request — Line-Item Transfer
DAR Modification Request
Anytown, USA, Processing and Distribution Center
and Vehicle Maintenance Facility
Signature Page
PREPARED BY: <Signature>
<Typed Name> Date
Postal Operations Analyst
Facilities Planning and Approval
REVIEWED BY: <Signature>
<Typed Name> Date
Manager
Facilities Planning and Approval
SPONSORED BY: <Signature>
<Typed Name> Date
Plant Managerostmasterr
Anytown, USA
APPROVED BY: <Signature>
<Typed Name> Date
Area Vice President
Area
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Exhibit 7-3 Investment Policies and Procedures — Major Facilities

Exhibit 7-3 (p. 3)
Sample DAR Modification Request — Line-Item Transfer

DAR Modification Request
Anytown, USA, Processing and Distribution Center
and Vehicle Maintenance Facility

Table of Contents

Background ... ... e
Problem Definition and Justification . ............. ... ... .. il
Financial Summary . ... e
Recommendation .......... ... . i
Exhibit 1 — Facility Investment Cost Sheet (Original) ................... ... ... .. ...
Exhibit 2 — Facility Investment Cost Sheet (Modification) ............................
Exhibit 3 — Original Cash FIOW . ... .....uutttee ettt
Exhibit 4 — Modification Cash Flow . ......... ... . E]
Exhibit 5 — Project Schedule . ....... ... .
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DAR Modification Request Exhibit 7-3

Exhibit 7-3 (p. 4)
Sample DAR Modification Request — Line-Item Transfer

DAR Modification Request
Anytown, USA, Processing and Distribution Center
and Vehicle Maintenance Facility

Background

The Decision Analysis Report (DAR) for the Anytown, USA, Processing and Distribution Cen-
ter (PDC) and Vehicle Maintenance Facility (VMF) was approved by the Board of Governors in
December 1993 for an amount not to exceed $101,994,000 for the construction of a new
489,000 square foot PDC and a 21,000 square foot VMF on the USPS-owned site.

Construction of the new Anytown, USA, facility began in December 1993 and is expected to be
completed in December 1995.

The original plan for the bulk mail conveyor system was to relocate the linear sorter from the
Anytown, USA, Main Post Office to the Anytown PDC. This system was to be retrofitted into
the new facility’s bulk mail transport system. The system consists of the following major com-
ponents:

u Traversing extendible conveyors.

= Pallet/container dumper.

u Transport and surge conveyors.

u Three keying position sorting machines.
u 15 sortation runouts.

= One sawtooth runout.

Problem Definition and Justification

The original estimate allocated $148,000 and a 3-month period to relocate the linear sorter. A
recent engineering study showed that the sorter would not be available for 9 months and the
relocation and disruption cost would far exceed the original estimate. An additional 241 work-
hours per day would be needed, or $1,144,775 in additional labor costs. During the sorter re-
location, additional workroom floor space would be required to sort the mail manually. Lease
costs for this additional space are estimated to be approximately $191,000 (including rent, utili-
ties, maintenance, and postalization). Transportation costs related to mail movement to this
leased facility would be approximately $71,000. Total relocation and disruption costs are now
estimated to be approximately $1,407,000.

It is recommended that a new linear sorter be purchased and installed in lieu of relocating the
old sorter to the new facility. The cost of the new sorter is approximately $525,000. This in-
cludes design, fabrication, and installation. This will require a line-item transfer in funding of
this amount from building construction to material handling systems.
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Exhibit 7-3 Investment Policies and Procedures — Major Facilities

Exhibit 7-3 (p. 5)
Sample DAR Modification Request — Line-Item Transfer

Financial Summary

10-Year Operating Period
($in thousands)

Original Modification
(8/93) (22/93) Difference

Investment

Site $25,901 $25,901 0

Building $58,721 $58,196 ($525)

Material Handling $3,306 $3,831 $525

Other $13,373 $13,373 0
Total Investment $101,301 $101,301 0
Operating Variance ($13,300) ($12,673) $627
Net Present Value (%$20,123) ($19,974) $149

Discounted at 9.5%
Return on Investment 6.1% 6.1% 0

A 6-month lag for the first-year savings in material handling has been included to reflect a
shakedown period.

Recommendation

It is recommended that approval be granted to modify the DAR for the Anytown, USA, PDC/
VMF to include the purchase and installation of a new linear sorter.

To implement this modification, a transfer of $525,000 is needed from building construction to
material handling systems.
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DAR Modification Request Exhibit 7-3

Exhibit 7-3 (p. 6)
Sample DAR Modification Request — Line-Item Transfer

Exhibit 1. Facility Investment Cost Sheet (Original)
FACILITY INVESTMENT COST SHEET
(ORIGINAL)
I. PROJECT IDENTIFICATION: Anytown, USA, P&DC and VMF DATE: November 2, 1993
Il. TYPE PROJECT: New Construction Owned
Hi. LOCATION: 123 Main Street, Anytown, USA
IV. SIZE AND COST DATA:
Sq. Ft. Cost Per Contin. Total
(000) Sa. Ft ($) ($000) ($000)
A. Site
1. Land 1,796 11.84 21,263
2. Engineering, Real Estate,
Legal, and Other Fees 1,035
3. Site Development (1) 1,686 1.82 308 3,383
4. VMF Site Development 110 1.82 20 220
5. Total Site 328 25,901
B. Buildings
1. Design & Engineering P&DC 242 2,665
2. Design & Engineering VMF 24 259
3. P&DC Construction 489 92.11 2,253 47,312
4. VMF Construction 21 93.33 97 2,046
5. VMF Equipment 19 409
6. Paving/Landscaping/Utilities 1,796 0.95 171 1,882
7. Construction Supervision 0 4,148
8. Total w/o Site Development 2,806 58,721
C. Total Site & Buildings 3,134 84,622
D. Material Handling Systems
1. Design 17 183
2. Fabrication & Installation 138 2,907
3. Construction Supervision 0 216
4. Total Material Handling 155 3,306
E. Total Site, Buildings, and Material Handling 3,289 87,928
F. Other Investments
1. Sunk Costs 10,400
2. One-Time Capital Equipment 799
3. Modular Furniture 27 567
4. Telephone Systems 76 1,607
5. Total Other Investments 103 13,373
V. TOTAL INVESTMENTS FOR APPROVAL 101,301
Vi. MILESTONE DATES
CIC BOG Site Award Award Project
Approved Approved Acquired Design Construction Complete
11/93 12/93 12/91 12/93 12/93 12/95
(1) Site development cost includes asbestos abatement, removal of four underground storage tanks, and
demolition of two buildings on site.
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Exhibit 2. Facility Investment Cost Sheet (Modification)

FACILITY INVESTMENT COST SHEET
(MODIFICATION)

. PROJECT IDENTIFICATION: Anytown, USA P&DC and VMF DATE July 29, 1994
ll. TYPE PROJECT: New Construction Owned
Ill. LOCATION: 123 Main Street, Anytown, USA
IV. SIZE AND COST DATA:
Sqa. Ft. Cost Per Contin. Total
(000) Sa.Ft. ($) ($000) ($000)
A. Site
1. Land 1,796 11.84 21,263
2. Engineering, Real Estate,
Legal, and Other Fees 1,035
3. Site Development (1) 1,686 1.82 308 3,383
4. VMF Site Dev 110 1.82 20 220
5. Total Site 328 25,901
B. Buildings
1. Design & Engineering P&DC 242 2,665
2. Design & Engineering VMF 24 259
3. P&DC Construction 489 91.12 2,227 46,787
4. VMF Construction 21 93.33 97 2,046
5. VMF Equipment 19 409
6. Paving/Landscaping/Utilities 1,796 0.95 171 1,882
7. Construction Supervision Q0 4,148
8. Total w/o Site Development 2,780 58,196
C. Total Site & Buildings 3,108 84,097
D. Material Handling Systems
1. Design 19 212
2. Fabrication & Installation 160 3,368
3. Construction Supervision 4] 251
4. Total Material Handling 179 3,831
E. Total Site, Buildings, and Material Handling 3,287 87,928
F. Other Investments
1. Sunk Costs 10,400
2. One-Time Capital Equipment 799
3. Modular Furniture 27 567
4. Telephone Systems 76 1,607
5. Total Other Investments 103 13,373
V. TOTAL INVESTMENTS FOR APPROVAL 101,301
VI. MILESTONE DATES (MONTH/YEAR)
CiC BOG Site Award Award Project
Approval Approval Acquired Design Construction Complete
8/94 10/94 12/91 12/93 12/93 12/95

136

Handbook F-66A




Exhibit 7-3

Exhibit 3. Original Cash Flow

Sample DAR Modification Request — Line-Item Transfer

DAR Modification Request

Exhibit 7-3 (p. 8)
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Exhibit 5. Project Schedule
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DAR Modification Request
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Sample DAR Modification Request — Line-Item Transfer

Backup Documentation [Not shown]
Material Handling Economics Summary and Model.

Revised DARS output and files.
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