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A. Purpose. New Handbook F-66E, Investment Policies and Procedures — Postal Support
and Information Systems, provides guidance concerning postal support and information
systems investment projects that require Headquarters approval. The handbook includes
procedures for documentation, review and approval, validation, compliance, and
modification requirements to ensure that projects adhere to the Strategic Transformation
Plan 2006—2010 strategy to reduce costs, including the commitment to enhance corporate
financial responsibility and to continue to invest in equipment, technology, and facilities.

B. Explanation. This handbook is one of six modules published separately on the Postal
Service Intranet.

1. Handbook F-66, General Investment Policies and Procedures.
Handbook F-66A, Investment Policies and Procedures — Major Facilities.
Handbook F-66B, Investment Policies and Procedures — Major Equipment.

Handbook F-66C, Field Investment Policies and Procedures.

o 0N

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

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

C. Distribution.
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.

D. Comments and Questions. Address comments or questions regarding this handbook to:

CAPITAL AND PROGRAM EVALUATION
US POSTAL SERVICE

475 LENFANT PLAZA SW ROOM 8541
WASHINGTON DC 20260-5231
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E. Effective Date. This publication is effective December 2005.

Vice President, Controller
Finance
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1 Overview

1-1 About This Handbook

1-2 Purpose

This handbook describes the investment process for investments in postal
support and information systems projects that require Headquarters approval.

The vice president and controller of Finance must approve exceptions to
these policies and procedures. The sponsor must document requests for
exceptions and approvals.

Note that related projects having a common objective must be presented as a
single plan. Projects may not be split to avoid the next level of management
approval.

December 2005

This handbook is intended to serve as a guide to the requirements for the
following:

a. Initiating postal support and information systems investments.
b. Preparing the required documentation.

C. Reviewing, validating, and approving investments at the Headquarters
level.

d.  Tracking the compliance of the investment with the approved plan, and
requesting modifications if necessary.

The purpose of these policies and procedures is to ensure that postal support
and information systems investments support the strategic objectives of the
Postal Service, make the best use of available resources, and establish
management accountability for investment decisions. These policies and
procedures cannot, however, substitute for prudent business sense.

A description of the structured approach to the identifying, developing, and
managing Postal Service information technology investments is available on
the Information Technology Intranet site under Investment Management
Process.depicts the three phases of the Information Technology
Investment Management Process (ITIMP). For more information on ITIMP, go
to the Information Technology (IT) Integrated Solutions Methodology (ISM)
Web site at http://ism.usps.gov/pls/ismprodnp/page.
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1-3 Types of Investments

1-3.1

1-3.2

1-3.2.1

1-3.2.2

Postal support and information systems investments are infrastructure
purchases that require Headquarters approval (see Delegations of Approval
Authority chart issued by Finance). Note that the terms investments,
programs, and projects are used interchangeably throughout this publication.
The principal categories of postal support and information systems
investments follow.

General

An investment is an expenditure designed to provide the systems and/or
equipment or to fund initiatives or strategies required to meet Postal Service
goals. Generally accepted accounting principles and Postal Service corporate
policy determine whether an expenditure is considered a capital or expense
investment. Routine operating expenses associated with the day-to-day
business of the organization are not investments.

Capital Investments

Capital investments are investments in real property or personal property that
are charged to an asset account. For a list of specific items that are
capitalized for equipment and systems projects, see subchapters 4-4 and 4-5
of Handbook F-66, General Investment Policies and Procedures.

Real Property Investments

Real property investments are investments in land or buildings, including new
construction, repairs and alterations, and improvements to leased facilities
(leasehold improvements). These types of investments may be required to
provide space in support of new equipment or systems investments. Such
real property investments are treated as capital expenditures when either of
the following conditions is met:

a. The project provides new land or buildings, regardless of cost.

b.  The project costs $5,000 or more and provides at least one of the
following:

(1)  Useful features not previously available.
(2) Increased space.
(3) Significant extension of useful life.
Projects that do not meet these requirements are expensed. This includes

capital-type projects costing less than $5,000 and routine maintenance and
repair projects.

Automated Data Processing Equipment and Systems

Automated Data Processing (ADP) equipment and systems investments
include hardware (e.g., personal and mainframe computers); peripheral
devices (e.g., printers, scanners, and cameras); software and software
development (includes one-time and recurring licensing fees); local and wide

Handbook F-66E
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1-3.2.3

1-3.3

1-3.3.1

1-3.3.2

1-3.3.2

area networks; process and data control systems (e.g., logic control, routers,
and switches); data interchange, security, and warehousing/storage systems;
and systems maintenance (including parts and labor, both postal and
contract). For more detailed discussion of ADP Equipment and Systems, go
to the Information Technology Integrated Solutions Methodology (ISM) Web
site at http://ism.usps.gov/pls/ismprodnp/page.

Administrative Support Equipment

Administrative support equipment includes office equipment, such as copiers,
multifunction peripheral devices, and facsimile machines.

Expense Investments

An expense (or non-capital) investment is a one-time operating expense
associated with the initiation of a project or program. Expense investments
may include lease and rental agreements, research and development
projects, new products and services, and major operating expense
investments. Expense investments are frequently included in projects in
which there are significant capital investments (e.g., depot spare parts are
generally considered a non-capital investment associated with a capital
expenditure for equipment projects). Routine operating expenses associated
with the day-to-day business of the organization are not considered to be
investments.

Note: For purposes of project approval, related capital and non-capital
expense investments must be included in the same proposal.

Lease and Rental Agreements

A project involving the lease or rental of real property or equipment —
whether the lease agreement is the complete project or a component of the
project — must include all the attendant costs (including renewal options,
renovations, start-up costs, maintenance, and utilities). Although lease and
rental agreements are considered an expense investment, any related capital
expenses (e.g., leasehold improvements, as defined in section 1-4.1.1.1 of
Handbook F-66, General Investment Policies and Procedures) must be
included where appropriate. Note that lease costs are shown as operating
variances in the project cash flow. Lease and rental agreements are
discussed in detail in chapter 6 of Handbook F-66.

Research and Development Projects

Research and development (R&D) efforts may precede project inception and
deployment planning for postal support and information systems programs.
R&D is defined as follows:

a. Research is the critical investigation aimed at discovering knowledge
that will prove useful in developing a new project, service, or technique,
or in bringing about a significant improvement to an existing process or
program.
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b. Development is the translation of research findings into a plan or design
for a new product or process, or a significant improvement to an
existing product or process. It includes the conceptual formulation,
design, and testing of project alternatives; construction and evaluation
of prototypes; and operation of pilot sites.

C. Development and implementation of a proof of concept to identify
issues and requirements for potential full implementation.

d. Development and implementation of a pilot system to identify issues
and requirements for potential full implementation.

As a general rule, R&D costs are expensed. However, capitalization is
allowed if the equipment meets the requirements in section 1-4.1.2.1 of
Handbook F-66 and the equipment or systems are retained and used as an
asset. Approval authority thresholds for R&D projects are in the Delegations
of Approval Authority chart (see exhibit 2-1 of Handbook F-66). As is the case
for all projects, R&D projects must be presented for approval at the
appropriate level before beginning any work or expending any funds.

New Products and Services

Proposed new products and services, including enhancements to core
business products, may be capital or expense investments, or a combination
of both, and involve development or enhancement of supporting equipment
and systems. These types of investments are defined as follows:

a. New products and services are developed primarily by the marketing
function to complement products and services that the Postal Service
currently provides.

b. Enhancements to core business products involve expansions or
additions to products and services that the Postal Service currently
provides (e.g., domestic and international expedited products and
services, retail products and services, stamps, and advertising mail).

For a more detailed discussion of the financial review and analysis
requirements for new products and services proposals, see Handbook
F-66D, Investment Policies and Procedures — Business Initiatives, Alliances,
Real Estate Development, and Major Operating Expense Investments. If you
need help determining whether a proposed initiative is a new product or
service or an enhancement to an existing product or service, then contact the
manager of Business Evaluation, who will reach concurrence with the chief
marketing officer.

Major Operating Expense Investments

When an expense investment is required to implement a business initiative or
corporate alliance, the investment may meet the criteria for a major operating
expense investment (MOEI). A MOEI is a one-time expense investment
associated with an initiative, project, or program that the Executive
Committee has identified as a key Postal Service objective. A MOEI also
includes ongoing operating expenses that may be associated with the

Handbook F-66E
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initiative, as well as any capital expenditures that do not exceed the $5 million
threshold for capital Decision Analysis Reports (DARs).

When the total of all these new expenditures (capital and expense) reach
$7.5 million or more, the investment is classified as a MOEI and a
non-capital DAR is required in addition to the information provided in the
business plan. Where a DAR is required, the appropriate investment process
must be followed. The sponsor may consult the manager of Capital and
Program Evaluation (CAPE) regarding questions as to whether the initiative
or alliance may be a MOEIL.

1-4  Project Documentation

The sponsor, or requesting organization, prepares a DAR, Justification of
Expenditure (JOE), or MOEI DAR, which recommends an investment and
providing the approving authority with adequate information to make a
prudent business decision. The level and type of investment will determine
the appropriate approval process. For minimum requirements for DARs for
major postal support and information systems projects, see chapter 2. For
DAR backup documentation requirements, see chapter 3. For Minimum
requirements for a JOE and MOEI, see Handbook F-66.

1-5 Review and Approval Process

December 2005

The Headquarters review and approval process for major postal support and
information systems investments begins with the initial briefing, in which the
sponsor describes the current situation, the system description, benefits,
savings methodology, and the projected timeline for approval. The
participants include the functional areas listed in part 4-3.1. The process
continues with the items described in chapter 4. In addition, Finance must
validate these 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, review by the Area Capital
Investment Committee (CIC), and approval by the area vice president before
they are forwarded to Headquarters for review, validation, and final approval
(see Handbook F-66C, Field Investment Policies and Procedures).

Recurring or ongoing capital investments in postal support and information
systems infrastructure that may be used to maintain original system or
equipment performance over the life of the program are not included in the
original funding request. However, these recurring capital costs are subject to
appropriate review and approval through the regular budget process.
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1-6 Compliance Procedures

Sponsors use Compliance Reports to track postal support and information
systems projects throughout the progress of the investment. The sponsor
must prepare Compliance Reports quarterly from the time a project is
approved until 18 months after final deployment (see chapter 6).

1-7 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 action is taken that departs
from the approved DAR (see chapter 7). For projects that do not require a
DAR, modifications should be prepared for the appropriate approval official
before any action is taken that departs from the approved plan.

6 Handbook F-66E



Exhibit 1-1

Exhibit 1-1
Information Technology Investment Management Process

The following flowchart depicts the phased approach to identifying, developing, and managing Postal
Service information technology (IT) investments:

Evaluate Phase

v

Select Phase —> Control Phase

v v v

Concept Definition and

Operations, Production,

Architecture Verification Project Definition Stage )
and Maintenance Stage
Stage
IT Investment Proposal System and Services Post Deployment Stage
Stage Acquisitions Stage

v v

Business Case
Development Stage

v v

Acquisition Plan Development or
Development Stage Construction Stage

v v

User System Acceptance
Testing Stage

v

Deployment and
Transition Stage

System Design Stage

Project Initiation Stage
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Exhibit 1-1
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Within each phase, each stage contains the following common elements:

a.
b.

f.

Purpose — Describes the stage’s objective.

Entrance Criteria — Describes the stage’s prerequisite requirements
and thresholds.

Process — Describes the type of justification, planning, and review that
will occur.

Results — Describes the actions occurring from the process.

Exit Criteria — Describes the actions required to proceed to the next
stage or phase.

Next Steps — Describes the subsequent activities.

Completing one phase is necessary before beginning a subsequent phase.
Each phase is overseen by a decision making body that ultimately approves
or rejects a projects advancement to the next stage. This process ensures
that each project receives the appropriate level of managerial and technical
review and that coordination and accountability exist. Requests for
exceptions to the Information Technology Investment Management Plan
(ITIMP) requirements must be identified and documented in a business case
and be approved by the Chief Technology Officer Investment Review Board.

Handbook F-66E



2 Decision Analysis Report

2-1 About This Chapter

This chapter presents the minimum requirements for DARs for postal support
and information systems projects. The backup documentation requirements
are discussed in chapter 3. Modifications to DARs are addressed in

chapter 7.

2-2 Purpose of a Decision Analysis Report

The purpose of a DAR is to ensure that 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
reviewing and approving officials to make an informed decision.

2-3 Responsibility

231 Sponsor

The sponsor is the person in the functional area that is requesting the project.
The sponsor is responsible for ensuring that the DAR and all required backup
materials are prepared. The sponsor is also responsible for ensuring that the
project is implemented in accordance with the final approved DAR.

2-32 Preparer

In general, the sponsor prepares the DAR for a postal support and
information systems project. An analyst in a supporting Postal Service
organization (e.g., Engineering) may also prepare the DAR on behalf of the
sponsor.

December 2005 9
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233 Reviewer

A manager in the sponsoring organization(s) must review the DAR for a
postal support and information systems project before forwarding the DAR to
the approving officials. The reviewer’s signature indicates concurrence with
the preparer’s report and analysis.

234 Approving Officials

The DAR must be approved at the approval level specified in the Delegations
of Approval Authority issued by Finance. Postal support and information
systems projects may require approval by all of the following:

T@e@ -~ o a0 T p

Plant/district manager.

Area Capital Investment Committee (CIC).

Vice president of Area Operations.

Headquarters senior vice president or chief operating officer.
Headquarters CIC.

Postmaster general (PMG) and chief executive officer (CEO).
Headquarters Capital Projects Committee (CPC).

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

2-4 DAR Planning Activities

A number of planning activities generally occur before the preparation of a
postal support and information systems DAR. For example:

a.

10

The sponsor conducts an initial briefing to discuss the DAR
assumptions and schedules with the appropriate functional areas.

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

The DAR is developed with system requirements, site-specific
information, justification, and a deployment schedule.

The sponsor submits the DAR to Finance with supporting backup
documentation, including a major assumptions list.

If the DAR has field impacts, the sponsor distributes the DAR to the
area vice presidents for concurrence.

The sponsor distributes the DAR for concurrence to the following
headquarters functional areas: Corporate Accounting; Chief Marketing
Officer, Product Development; Chief Technology Officer; Employee
Development; General Counsel; Intelligent Mail and Address Quality;
Operations — Delivery and Retail; Facilities; Network Operations
Management; Labor Relations; Engineering; Public Affairs and
Communication; Supply Management; and Strategic Initiatives.

Handbook F-66E



2-5 Format

2-6.2

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

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

b. 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.

e.  Title all exhibits and include the name of the project as a header on
each page.

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 acronym.

h. Print out the document on 8-1/2 by 11 inch paper on one side only.

See exhibits[2-1][ 2-2| and[2-3]for sample DARs in the approved format.

2-6 DAR Components

December 2005

2-6.1

2-6.2

A DAR is composed of a narrative section, exhibits, and required backup
documentation. The DAR must include the required components for the type
of project being requested (see exhibit. The complexity of the project
determines the level of detail required. The DAR must be concise, direct, and
detailed enough to enable the reviewing and approving officials to adequately
assess the project.

The following are brief descriptions of each required component of the DAR
in the order they appear in the document:

Cover Page

The cover page includes the Postal Service logo, the words “DECISION
ANALYSIS REPORT,” the name of the project, the location (if applicable),
and the preparation date. If the DAR contains proprietary information, it
should be marked “RESTRICTED INFORMATION” to ensure confidentiality.

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

11



2-6.3
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2-6.3

2-6.4

2-6.5
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managers may not sign a DAR except in cases of long-term absence or for
details that have documented a temporary change in authority.

The signature page should 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

APPROVED BY: <Signature and date signed>

<Typed name, title, and organization> Date

In most cases the sponsor signs the “APPROVED BY” block. When a project
affects multiple approval levels or multiple functional areas, you may add
more “APPROVED BY” signature blocks. In some situations, you may need
to add a separate “SPONSORED BY” block.

Table of Contents

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

Executive Summary or Introduction

The DAR for a major postal support and information systems project begins
with an executive summary or introduction that briefly highlights each major
section of the DAR. The executive summary or introduction must be detailed
enough to convey an accurate understanding of the project. An executive
summary usually runs 1 to 2 pages. If the DAR narrative is less than

10 pages, a brief introduction may suffice.

Follow these guidelines when preparing the executive summary or
introduction:
a.  Write this section after completing the rest of the DAR.

b.  Avoid using technical terminology. Explain any terms that may be
unfamiliar to the approving officials.

C. Do not include any information that is not discussed in more detalil
elsewhere in the DAR.

Background

The background section describes the problem or opportunity that requires a
request for a new postal support and information systems investment. The
background includes information needed to understand the investment
proposal, such as relevant history, what prompted the proposal, the

Handbook F-66E
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2-6.6

2-6.7

2-6.7

function(s) to be performed, and how the investment fits into the corporate
strategic plan. Some of the following factors are often cited:

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

Efficiency or productivity improvements.
Service improvements.

Customer service enhancements.
Economic and business opportunities.
Technological advances.

System obsolescence.

S@e@ =~ o a0 T

Elimination of support for an existing system.

Costs to maintain or upgrade an existing system.
Process re-engineering efforts.

—

k. Revenue generation.

Demographics (changes impacting revenue and volume growth).
Safety, health, and environmental issues.

Capacity issues.

Avoidance of catastrophic failures.

T °o =2 3

Future or next phases.

Test results or review findings may also prompt the implementation of a
project. In this case, one of the following may be the driver(s) for initiating a
new investment:

Pilot site or prototype testing results.
Proof of concept results.

a

b

C. Review team findings.

d Outside consultant studies.

e Finance, Inspector General, or Inspection Service reviews or audits.
f.

Work group or functional recommendations (e.g., productivity
improvements, or component changes).

System Description

Describe the new system or upgrade and related operations, using diagrams
and illustrations as applicable. Explain any technical jargon and concepts so
that someone who is not an expert in the field can understand the proposed
project. If features or attributes are cited, explain their relevance, importance,
and benefit(s).

System Benefits

The expected system benefits typically include factors such as the following:

a. Provides a management tool to improve efficiency.

13
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b. Meets customer needs.
Provides service and productivity improvements.

Improves working conditions (e.g., safety, health, and environmental
concerns).

e. Moves manual operations to an automated or mechanized
environment.

f. Increases efficiencies from replacement of aging or obsolete equipment
or parts.
g. Improves downstream operations.

h. Reduces downtime and maintenance costs.
i. Avoids catastrophic failures.

j- Generates revenue.

k.  Adds necessary functionality.

l. Satisfies a legal requirements.

Use graphics and cite test results if they will provide a clearer understanding
of the benefits. Also note that R&D activities that support the investment
decision, such as pilot or prototype test results.

Alternatives

In the alternatives section of the DAR, the sponsor discusses and analyzes
all viable solutions to the problem that were considered and that meet the
requirements of the project. Clearly indicate which alternative is
recommended, why the recommended alternative was selected, and how this
alternative will solve the identified problem(s). If any alternatives were
eliminated, explain why. In this section also address, if applicable, the costs
of sustaining the existing systems (sustaining baseline), and include a net
present value (NPV) analysis. Consult the manager of Capital and Program
Evaluation to determine the applicability of an NPV analysis.

Justification

The justification section identifies and explains how the project was
investigated and the reasons for making the investment. The sponsor must
state the expected benefits to be derived from the system (see examples in
part 2-6.7). Include the scope of the project, criteria, and considerations other
than economics that were used in evaluating the decision, along with the
current status of the opportunity. You may include illustrations, tables, and
references. Dividing this section into subsections with headings may also be
helpful.

Developmental Plans — R&D Projects Only

The development plan may include testing and development, pilot tests, or
proof of concept proposals. Provide the following information in narrative or
chart form:

a. Developmental plans.

Handbook F-66E
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2-6.11

2-6.12

2-6.13

2-6.13

Anticipated goals and objectives.
Expected outcome.
Time frames and deployment schedules.

® oo T

Methodology and criteria used to measure results.

Future Plans — R&D Projects Only

A future plans section is required only for R&D, test and development, pilot,
and proof of concept projects. If the project is phased, identify future plans
based on pilot results, including anticipated costs and benefits, expected time
frames, and potential deployment schedules.

Procurement and Deployment Plan

A deployment schedule is required for both capital and expense investments.
The sponsor may present the information in narrative form or as a table. For
site-specific projects, include the deployment schedule for each site. If
existing equipment will be redeployed or removed, include the redeployment
or removal schedule. Also indicate how the equipment or systems will be
procured (competitive bid or sole-source contract), the acquisition strategy
used to determine the procurement method, and when the contract will be
awarded. If old equipment or systems are to be removed or relocated, include
adequate funds in the cash flow to cover disposal costs. When replacing an
existing system, identify any undepreciated balance for the system to be
retired.

Economics

The economics section includes a discussion of economic issues that are
relevant to the project, such as the requirements call, methodology used in
the pilot test or R&D effort, and savings. If the project justification is based
upon non-economic considerations, this must be clearly stated.

If the sponsor completed multiple analyses, summarize those that are
applicable to the investment decision (e.g., expected results, sensitivity, risk,
break-even, minimum hurdle rate, and threshold, lower-bound, and
upper-bound scenarios). The minimum hurdle rate is the minimum ROI
acceptable to the approval authority for a given project. The lower-bound and
upper-bound economic scenarios correspond to the minimum and maximum
performance scenarios, respectively. Additional analysis may include
payback period or total cost of ownership, and an NPV analysis comparing
the baseline to the proposed investment with projected cost avoidances.

The economics section may also include first full-year operating information,
such as the number of full-time equivalent (FTE) positions that will be saved
or added as a result of the equipment or systems procurement and
deployment. You must identify any obligations incurred beyond the life of an
R&D effort (such as lease obligations on buildings or contractual expenses
beyond the test). This section must also include information on any
undepreciated balance on equipment or systems that will be removed or
retired as a result of the proposal.
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Risk Assessment

In the risk assessment section of the DAR, identify the technological,
operational and integration risks of the proposed investment, and rank each
risk as low, moderate, or high. Risk is a measure of the probability and
consequence of not achieving a defined project goal. The risk section of the
DAR is used to identify the class of factors that (1) have a measurable
probability of occurring, (2) have an associated cost or effect on the outcome,
and (3) have alternatives from which the organization may choose. Risks are
determined based upon a number of factors, including the maturity of the
technology, experience with previous deployments, the results from any pilot
or prototype tests, and the projected impacts on existing systems or
operations. Include testing documentation in the DAR backup. Further
information on risk management process is available in subchapter 5-4 of
Handbook F-66.

Performance Metrics

Identify the specific metrics or indicators that will be used to measure system
performance during implementation and after full deployment. These should
be specific metrics that can be used to track actual system implementation
and performance versus the projected operational and financial benefits cited
in the decision document (e.g., workhour reductions, increased machine
throughput, higher worker productivity, increased revenue, reduced
maintenance workhours, reduced sick leave or injury compensation claims).
A more complete definition is available in Handbook F-66.

Financial Summary

Include a chart in the established format showing the total capital and
expense investments, and the results from the cash flow analysis, including
operating variances from baseline operations.

The following financial summary format is used for traditional projects:

Financial Summary

5-Year Operating Period
($in thousands)*

Capital Investment $ XX, XXX

Expenses Investment $ XX, XXX

Total Investment $ XX, XXX

Total Operating Variances $ XX, XXX

Net Present Value $ XX, XXX

Discountedat %

Return on Investment XX.X%

* The minimum number of years depends upon the operating life of the equipment and/
or system. Verify the operating period with Corporate Accounting, Finance.
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2-6.18

2-6.18.1

2-6.18.1

Recommendation

In the recommendation section, briefly state the recommendation, including
the funding required, what will be delivered, anticipated procurement dates,
and the major benefits that are expected to result from implementing the
project. Include in this section only information that has been discussed in
detail elsewhere in the DAR.

Exhibits

DARs for most postal support and information systems projects should
include the following exhibits:

a. Cash flows.

b Cash flow line-item descriptions.

c List of major assumptions.

d. List of sites.

e Project schedule (Gantt chart).

The following additional exhibits may be included if they serve to clarify the
proposed investment and ensure a sound business decision:

Net present value (NPV) analysis.

Generalized schematics or flowcharts.

Floor layouts.

Service and productively improvements.

Sensitivity analysis.

Pictures.

@ "o oo T p

Maps.

Include site-specific deployment plans and cash flows if needed or requested.

Cash Flow Analysis

A cash flow is required for all postal support and information systems projects
except for certain R&D projects and those investments that have no
operating variances and occur within a single 12-month period. A cash flow
analysis is used to itemize investments and quantifiable costs and benefits
over the applicable analysis period (usually the investment period plus the
standard service life of the equipment and/or system). This information is
used to determine the return of investment and net present value that will
result from implementing the project. When a cash flow is required, it is also
included as part of the backup documentation. For projects that have multiple
investment scenarios, such as incentive- or performance-based contracts,
you must include a cash flow for each scenario (i.e., threshold, upper-bound,
and lower-bound).

Do not include recurring or ongoing capital investments in postal support and
information systems infrastructure that may be used to maintain original
system or equipment performance over the life of the program in the original
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funding request. However, these recurring capital costs are subject to
appropriate review and approval outside the DAR process.

Cash Flow Line-ltem Descriptions

Use this exhibit to explain each line item in the cash flow analysis — capital
and expense investments, operating variances, and costs or savings. Provide
all costs, calculations, charts, and references as appropriate.

List of Sites

This exhibit is required if the postal support and information systems project
is justified on site-specific information, but is optional for projects that are not
justified on site-specific information.

Major Assumptions

This exhibit lists the significant assumptions used in the analysis of the
project (e.g., volume projections, deployment plans, productivity levels, DAR
factors, and base-year labor rates).

Project Schedule

The DAR for postal support and information systems projects must include a
milestone chart that shows each major step in the DAR and deployment
process. See exhibit[2-2]for a list of required milestones. Exhibit[2-3 |contains
a project milestone chart.

Net Present Value Analysis

Where applicable, the DAR for postal support and information systems
projects should include an exhibit detailing the NPV analysis. An NPV
analysis is typically used to compare the present values of mutually exclusive
alternatives with the continuation of present, or baseline, conditions. Contact
the manager of Capital and Program Evaluation to determine the applicability
of an NPV analysis.

2-7 Sample DARs

18

A sample of a postal support and information systems DAR project is
included for guidance.

This exhibit... Shows...

2-1 The required DAR components by the type of project.

2-2 An example of milestones to be included in the project
schedule.

2-3 A complete DAR for Intelligent Mail Data Acquisition System
(IMDAS) — Mobile Data Collection Device Replacement.

Handbook F-66E



Exhibit 2-1
Required DAR Components by Type of Project

Exhibit 2-1

Equipment, IT Systems, Support, or Other

Research and Development

Cover page

Cover Page

Signature page

Signature Page

Table of contents

Table of Contents

Executive summary or Introduction

Introduction

Background

Background

System Description

System Description

Alternatives’

Justification / System Benefits

Justification and System Benefits

Performance Metrics

Performance Metrics

Risk Analysis

Risk Analysis

Procurement and Deployment Plan

Procurement and Deployment Plan

Economics

Financial Summary

Financial and Economic Summary

Recommendation Recommendation
Exhibits: Exhibits:
Cash Flow Cash Flow

Line-ltem Descriptions
Major Assumptions

List of Sites (if appropriate)
Sensitivity Analyses?

Net Present Value Analysis?
Project Schedule

Line-ltem Descriptions
Major Assumptions
List of Sites

Project Schedule

Backup Documentation3

Backup Documentation3

Notes:

1 Where appropriate, consider a leasing alternative, and include a lease versus buy analysis as a
sensitivity analysis exhibit and in the backup documentation.

2 Contact the manager of Capital and Program Evaluation to determine if a sensitivity analysis and NPV

analysis are required.

3 The DAR backup documentation is a separate document from the DAR (see requirements in

chapter 2-6.7).
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Exhibit 2-2
Project Schedule Milestones

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 R&D 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
determines 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 one 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.

20

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
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.

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.
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4. Deployment and Implementation — The time frame during which the purchased equipment and/or
software is deployed to sites in accordance with the deployment plan. If the schedule for equipment
and software deployment are different, then schedules for both must be included. 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 2-3 (p. 1)
Sample DAR — Postal Support and Information Systems Project

UNITED STATES
B POSTAL SERVICE

DECISION ANALYSIS REFORT

Intelligent Mail Data Acquisition
System (IMDAS) - Mobile Data
Collection Device Replacement

EMGINEERING
DELIVERY AMD RETAIL
INTELLIGENT MAIL AND ADDRESS QUALITY

RESTRICTED INFORMATION
July &, 2004
August 17, 2004 Revised
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Sample DAR — Postal Support and Information Systems Project

Exhibit 2-3

Intelligent Iail Data Acquisition System (IMDAS) - Mobile Data Collection Device Replace ment

Decision Analysis Report

SIGNATURE PAGE

PREPARED BY:

REVIEWED BY:

APPROVED BY:

<Printed Name> Date
Requirements Analyst

<Printed Name> Date
Reguirements Analyst

<Printed Name> Date
Manager, Equipment Requirements &

Economic Analysis

<Printed Name> Date
Manager, Delivery Operations

<Printed Name> Date
Manager, Intelligent Mail Planning & Standards
<Printed Name> Date
Vice President, Engineering

<Printed Name> Date
Vice President, Delivery & Retail

<Printed Name> Date

Senior Vice President, Intelligent Mail &
Address Quality
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Exhibit 2-3 (p. 3)
Sample DAR — Postal Support and Information Systems Project

Intelligent Mail Data Acquisition System (IMDAS) - Mobile Data Gollection Device Replacemert Decision Analysis Report
TABLE OF CONTENTS
T INrOdUCHION. .. e 1
N = - Ted (| (11 o T 1
3 System DesCHiPtioN ... 3
4 Alternatives Analyzed ... 5
5 Justification and Benefits ... e 7
6 Procurement and Deployment Plan ... 7
7 Economic ANalYSiS. ...t er st er e e e e e e 9
8 Financial SUMMArY ... e e e e e e e e e e e er e ee e e e e eaan 9
9  Recommendation ... e 9
Exhibit 1. Cash FIOW ... e e 10
Exhibit 2. Cash Flow Line ltem Descriptions.........cccovveieceeee e, 1
Exhibit 3. Major AssUmpPltionNS ... e 13
Exhibit 4. Implementation Plan...........coooo o 15
Exhibit 5. Current Applications Reliance on MDCDs ...........ccceevrviereeeeeeeen. 16
Exhibit 6. Electronic Signature Capture...........ccovoirvireiccre e, 18
Exhibit 7. Two-Dimensional Barcodes .............ccooiiiiiin e 19
Exhibit 8. “Intelligent Mail” and the Standard Platform...........cccc.ccc.cco.oo. 21
Exhibit 9. Program Schedule...........coooo e 22
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Exhibit 2-3 (p. 4)
Sample DAR — Postal Support and Information Systems Project

Intalgant Mal Diala Acouishion Syetem (M08 S] - Mobie Dala Callschion Devies Raplacemant Decman Analyes Repor

1 Introduction

This Dacision Analysie Report (AR] recommeands funding approval of S50 30K malion in capial and
B0 millian in sxpanse, lor a todal imcesiment of 80000 KK million, 1o replace all existing Moddke Daly
CoBection Devices (MDCDs) used by postal camlers and derks, The current devices have components
thai are cbsolate and being maintained oul of decreasing residual stocks of these parts. Mainenance
suppor will end In Awgust 2005, Replacement of the MDCDs s necassary for continuation of service
offerings and opealions managemant programs thad rely on the currenl handheld scanners, The
proposed replacemsants, callad “Intelligent Mail” Deicas (IMDs), will have gregter capabilities and
support pew produd offerings, mlemal improvemants, and tevenue prodecion,

2 Background

Im 1994, the Postal Sarvice introduced Dealivery Confimation™, & special sardics thet allows customers
ler derbermine the SIF Code, dale, and lime of delivery of a specilio mail peece, a8 well as any atlempbed
deliveres and forwarded or returned shipmants. This was followed in 20017 with & related sarvica,
Signatura Confirmation™ , which incledes all of the banafits of Delvery Confirmation plus provides tha
cistomer with a signature from the person who socepts the mall plece. These ssrvices weara enabled by
the introducton of the BMCED and its sepporling infrastirucluns,

MDCD Description
The MOCD is a portable handhald scanner deployed fo suppor Delvery Confirmation and Signature

Confirmation. This devics s integral to the management of alectronic delvery records and |s now used
{o suppor many other programes as discussad in the History seclion of this repor. The MOCD allows for
alpha-numeric dala entry using a key pad and scanning of one-dimenshenal barcodes Bue those wsed for
sapia] numbaers on numerous Postal forms. One-dimensional barcodes can have bars with varying
widihe and are similar 1o Universal Product Codes (LIPCs) found on many retail products.

=

MOCD and Cradle
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Exhibit 2-3 (p. 5)
Sample DAR — Postal Support and Information Systems Project

Intelligent IMail Data Acquisition System (IMDAS) - Mobile Data Collection Device Replace ment Decizion Analysis Report

The MDCD is ruggedized for the Postal operating environment and is designed for use with one hand. |t
can be operated by either left or right handed users without modification. The scanner uses a cradle to
transmit data and receive software updates that also functions as a charging station to recharge the
scanner battery.

History

Deployment of the initial 318,000 MDCDs was completed in early 1999 in support of the Delivery
Confirmation program. The database, communications, and reporting infrastructure to support Signature
Confirmation were implemented in 2000. Today, there are aver 340,000 MDCDs in use nationwide. In
2003, these devices were used fo scan 514 million pieces of mail {including Express Mail and
Intemational Mail) for Delivery Confirmation, Signature Confirmation, and other Special Services.

The technology infrastructure deployed for the Delivery Confirmation and Signature Confirmation
programs supports the collection, transmission, storage, and inquiry capabilities for all postal delivery
records. This infrastructure provides data collection capabiliies for many performance measurement
programs and other programs, and supports

+ Shippers’ needs for easy-to-access delivery status information
+ Creafion of operational and service performance indicators

+ Value-added services on accountable mail

Market research has determined that electronic, real-ime, package delivery information has become the
industry standard and a high prionty for Postal Service customers. Since the introduction of Delivery
Confirmation in 1989 and Signature Confirmation in 2001, there have been over one billion shipments
using these services. They now represent more than one quarter of all Priority and Package Services
and usage is still growing.

The MDCDs are not imited to scanning for a few product lines. Today, these devices are also a key
resource for collecting and reporting operational performance data for the following programs:

+« Managed Service Points (MSP) Program — MDCD scans of barcodes along the delivery route
are used to improve consistency in the times of day that mail is delivered to customers.

+ Caoallection Box Management System (CBMS) — MDCD scans for barcodes inside collection
boxes identify early and missed pickups.

+ Automated Vehicle Utilization System (AVUS) — Vehicle mileage information entered into the

MDCD at points along the route allow tracking of vehicle utilization.

+ Standard Accounting For Retail (SAFR) / Small Post Office Reporting Tool (SPORT) — Small

post offices without retaill window automation use the MDCD to report their revenue daily.

« CONFIRM® & Entry Information (El} — MDCD scans of CONFIRM barcodes and mailing entry
information support near-real-ime tracking of First Class mail, periodicals, and Standard Mail
letters and flats.

+ Special Services (Reaqistered, Cerfified. and/ar Insured Mail: Retum Receipt for Merchandise;
and Collect-on-Delivery) including those offered for International Mail - The MDCD is used to
scan the mail piece and enter delivery information, signature information, and other information
as appropnate for each service.

+ Automatic Data Entry (ADE) - MDCDs eliminate data entry ime by automatically recording
attendance and other training information for instructor-led courses.

A detailed discussion of the potential impacts of MDCD end-of-life on each of these programs and
services is included in Exhibit 5.
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Exhibit 2-3 (p. 6)
Sample DAR — Postal Support and Information Systems Project

Intelligent WMail Data Acquisition System (IMDAS) - Mobile Data Collection Device Replace ment Decision Analysis Report

Current Situation

Handheld scanners have become a fundamental part of postal operalions and the services we provide fo
our customers. The services represent significant valume and revenue for the Postal Service, and the
operational programs provide key management tools for controlling costs. However, the original devices
are now at the end of their useful lives and their failure rate has increased over the past few years. The
supplier is obligated to support the devices only through August 2005, which is two-years beyond the
design life of the units. The supplier is willing to extend limited support for an additional six months, but
this extended support would not cover obsolete components and would be extremely costly. The
sustaining alternative (scenario 4) discussed in Section 4 includes this additional support cost.

In addition, some of the infrastructure, and the ancillary systems that perform subsequent scanning of
the delivery-related forms, are also at the end of their design lives and need replacement. As a matter of
favorable timing, the need to replace the subsequent scanning operation will be eliminated since the
proposed IMDs can capture signatures electronically.

Testing and Development
In November 2003, the Chief Operating Officer approved funding of $X_ XX million for three testing and

development activilies that are supporting MDCD replacement.

+ Testing of the currently available handheld scanner technology provided a basis for defining the
configuration of the new units. Features were evaluated in terms of performance and usability
in the postal environment; potential value in postal operations and service offenings; impact on
cost; and the device’s physical parameters, such as size, weight, and battery life. This activity
was completed and the results are reflected in the configuration of the proposed new device.

¢ Selection of a supplier provides a mechanism to support this purchase as well as the purchase
of a family of handheld scanners for other applications {the standard platform conceptis
discussed in the next section). Supplier selection is based on competitive evaluation of sample
devices, as well as cost and each vendor's ability to meet a wide range of Postal needs.

+ Actvities to shorten deployment lead fime are scheduled to begin upon annauncement of the
winning supplier, and should be nearly complete at the ime of the Board's funding decision on
this proposal. This task will consist of certain development, production engineering, and
production planning work.

The minimal funding provided to accelerate these activities has allowed the Postal Service to defer
significant funding for the production purchase for nearly a year without increasing the risks associated
with the end-ofife condition of the current system.

3 System Description

The new IMDs will include state-of-the-art technology and have the same general physical and durability
characteristics and base functionality as the MDCDs. They will also have enhanced capabilities and new
features, including:

¢ Signature Capture
The laser barcode scanner of the MDCD will be replaced with an imager similar to a digital

camera. Itwill be used to capture an electronic picture of the customer’s signature at the time of
delivery and reduce or eliminate the need to scan signatures from paper forms as a subsequent
operation It will also shorten the two-to-seven day waiting period before the information
hecomes available to customers. Electronic signature capture and its ramifications are
discussed in Exhibit 6.

¢ Two-Dimensional Barcode Reading
The ahility to read two-dimensional barcodes that are used on meter strips and PC Postage will
provide a mechanism for revenue protection. [twill also support future service offerings involving
the use of POSTNET, PLANET Code, Information Based Indicia, or other fracking/special
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Exhibit 2-3 (p. 7)

Sample DAR — Postal Support and Information Systems Project

Inteligent Mal Dala foguishion System (IMDAS) - Mobde [aa Colection Dewoe Regacement Decmon frohvas Repond

sarvica mformakion embaddad i a med piece’'s barcede. Two-dimensional barcedes and fukure
applicatons are descnbad in Exhibit 7,

Ferpongl Areq Nebwork (PAN)

Wiraless short-rangs communizations will enabde real-tme availlability of data within te plants,
delivery unlts, and dock areas, This will support such applications as bundle and containss
fracking and businass mail acceptancs, I will also allow usa of [ow-cost priniers in offices hal
cannot justify the print workstations used in larger offices. In addiion, PAN provides a
macharism for addng callular-fype communications capabilites in the futwre b support resl-time
awallability of delivery or other data, a feabure our competitors cumaniy offer.

There will be two in-office configuraions depending on the number of IMDs looated at a site as shown
balow. Large Cffice configurafions are those offces with nine or more IMDs and Small Offica
configurations are hoas with eght or fewer IMDs, The Large Office configuration uses the IMD cradle
to download dats froam the IMD 2 a local compuber witich then lransmibs B data o the Nabonal Sarser
ko ba stored and usad by ofer applicaBons. The Small Office configuralion alss uses he IMD cradie o
dovnload data from e IMD, but data ransmission to the Mational Server is sccomplished via modem,

. -

MDC D replacemant will also require replacemant of scanner cradles and & portion of the in-office
Infraatructure, such as local computers, that ars aleo near the end of thedr serdce livea, The
funclionality being ug-dated is hal of the data collachion toal. The MO will b= inbegrabed with, and
conbnue bo feed, suisBng software applicaBons, It will also be fully integrated with the adminisFalive
infrastructire that handles such funcions as data transmission, software distribation, remots monitong,
and asest management

A fotal of 200,214 IMDs are planned for purchase under this program &s raplacements for 242 875
exising MOCOs as illustratad in Exhibit 3. Actual quantity may vary basad upon final requirsments,
wi il the approved Investment amount A combinabon of factors has led bo the determinabion that a
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Exhibit 2-3 (p. 8)
Sample DAR — Postal Support and Information Systems Project

Intellgen| Wl Deis Acjuelon Seztem AMOAT] - Mabile Dials Caollectom Dieses Hap ket emon Lazezean Aresbga s Hapor

one-for-one replacement is not necessary. Almost all of the reduction is due o decreasing the number
of on-sibe spares. The o devices will e o moch hosser Falors rate than B obsolele umils, The
initial supphy of site spares s been seed o cover anticipated reqarements duning $e eafy ife of he
Iz and s baged on a revsed spanng sirategqy. Rater han provwing spares on-siie ab amost every
facality, & reduced number, doser fo aclua requirements, will be slaged at the dsinct level. Remote
locabions, where il maghl be difficadl Io dalivar & replacerment daace belore it s nesded for he naxt day’s
wiork, would recaree an on-site spare. As thesa units age, their fzilere rate wall incressa, and eventusly,
Al b neCessany [0 purchase supplemental spanes,

The number of new IMDs has also baen reduced by 480 becauss MDCDs used in processing pland
dock areas do nob messd bo b raplacad undar his poogeam, reglscement devices will ba purchased
unde e Boand-approvsed Sorface: fr Suppeo Syskem Phase 3 hat wall prossde the IMD Rmchon ality
reguaed al he plants. Mo operabonal mmpact 15 expected kom hesa quaniily reducionms

Infrasnociun sall also be reduced ondar s program . The nead o replace sboul 1 00 computens sall
e aliminab=d by consaidatng unclionably bebesesn IMOAS wokslabons and many of the pant
worksiations and Dalivery Confinmation Recepd Syslems that would othervise have o be replaced,

The reduced eqepment quantfes is an attempd at 3 Tean” deployment. iz possile hal achal
requirements may s out to be hegher than estmated, and it may be necessary to “right-sze” the feed

Supplemantal Requiremants

Mew residenbal and commercsal construckon creates a conimeous growdh in postal delivery kkcalions
Dunng 003, e Postal Service delvered mad oS 4 million more addresses Ban i 20000 Thiz iz a
arce i of sieoul 18 mdhon debvery pormls cach year, 8 rend that i expected bo contme: Addibona
dalyary ponls Fansiake into addiional dalivery roubes. Bacagese of Bwr regursmmsnl o prosste unyvenssl
sardca, new roudes require the same squipment as exsbng roules. Thus, §us program must prosade o
additicnal IMOs that wall be neaded bo support route growth over the life of the program. For subsequent
years, annual purchases of supplemeantal IMDs will become part of the normal operabng badpel, 2
covimiation of the pracios carenty used for the MOCDs

The supplementsl requiraments alsoinclde replacaments 1o cover devica aliiion since a smeall
numbeer ane desiroved o Iost each year, Heplaooment of Beese 12 o Postal responsibility s they g
ok cxwarasd unddar the meanlenancs: apreasmenl

sStandard Platform

A kay objactve of the MIDCD mplacement program is bo develop a standard platfonn, a famiky of
intagrated and compabble datas collection devices thal will maat needs throughoud the Postal Serace.
This standard platform wall support the migraion of exising applicatons and the development of nev
apphaions o exploit e inelgent Mail® concepl collectreely called he “Inteligent Mail® Data
Acauisibon System (IMOAS] “nteligent Mail, the standard platiom, amd hoe fes proposal rdates bo
s @re digcussed in Exhianl §

4 Alternatives Analyzed

Sevan slematives have been considersd amd are presanied belos

1. Baseline Alternative

The devicas could contnue fobe wsed, as s, unlil they no longer work. The cument scanners conlain
parts that are areaidy obaclele and replacemeant components are nof available. Also, a significant and
increasing portion of the devices are expeched B becoms un-regairable each year  16ig expected thal
Tt el oF Dhizcaeimieer 0K, Eiene: v mol Do aosoigh doeyiGes remaiming o conbnue o offer
naloimide sarice ko Dalivery Conlirmation and offws sereces [al reguire a scanner. Somes produects
and sarvicas would no longer be avalabls snd many managament looks saold eithar prosade
information af & reduced level or disappear completaly. This alternaive would significantly reduce
revvenue and reduce operational eficences, so it s not considersd feasible.
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2. Postal Service Assumed Maintenance of Existing Devices

The Postal Serace could ‘reverse engineer’ the curent desice and manufachure fe obsolete parts to
alloew fhair conbinued support. Some parts could be replacad wath similar components fom othes
manufaciurers, but would require expensive raimng to ensure compabbility, and possibly modification,
o ey devic, The inlrastiociurs is akso nearing "and-of e and would need b be replacad ovar lima
The reverse engines g efor i expected o cost as much as the DAR proposal and woddkd result in
extremedy igh mamtenance costs. SWieke s oplon was consdened, f was delemmined o not Be wakle
due fo proprietary hardvare msues. Therefore, a inandal anslysis was not conducted for fus
allemativa

3. On-Demand Replacement with Rebullt Devices

This alernative would continue o mamntan he currant devices as long as possible and supplament
them with rebuilt devces &= necessany foreplace equipment thal is nolonger repairable. Rebuilt
desvices winllel e compatile with e eashing infrastneciure, Bt wiould conbnue fo be obsolete
Reechnodoony and Decome mone S0 cyver hime, This ophon aoubd imeohee weny gh support costs b urher
axband the lite of obsolale equipiment and sould only be a short-leam measure. A% morg and more ol
the old devicas requirad reglacameant, the rabuilt umls would become scamer due bo Fe same
ocbhsolescance. 'Within a ferer years at most, the Postal Service would be faced wath the same decision as
foday. Therefore, & inancial anabysis was not conducted for this allematye

4. On-Damand Replacemant with New Technology (Sustaining Altarnativa)

Thizs aternative would continue o mantain be current devices as long as possable and supplement
theam wilh nesw desanes and associaled infrastiniciure only &s necessary (o neplace equapment that s no
longer fepairabile: High maintemanos oosts would Be incumed a5 a esult ol exiending e senice: bz
bepomd ognal expaclalions, This opbon ould also requrs he craabon of peslal mainknancs
capability and assocated ovarhead for some MOCD componants. Based on cument fahee rafe
pryjectons, the entire imeentony would require replacement over a four-year perod. The investmend
oot waould be substanbally more than the DAR, bat it would be spresd over four years instead of one o
fwir This altemabve was idenhfied as the best decgsion a ‘reasonable manager could make n the
albsemoe of T progosed soubon and & e sestaning baschne used o his OAR for companson o Bw
DAR proposal . This allernaliee projects & Nel Prasenl Value of -FR000 300 million

5. Slowest Replacement without Extracrdinary Support Costs

This alermnalive would raplace the entire MDCD inventory and infrasbuchre at the slovwest pece el
wold siay ahead of the projected MOCD falure rate wathout $e need for extraordinary support costs.
This would spread the nvestment spending cwer & longer period than altermaive s, 18 months, whech
i5 e longest depboyment hal sabshes hese consiraints. Thes allemative was rejected hecauss the
il Bt woukd De offsed Dy ligher Botal ivsestment and operating oosks, as well ag increased
opafaliomal msks.

6. Fastest Practical Replacement (DAR Proposal)

The recommended allermalive is bo replacs tha anbre MDCD imantory and sl suppofing eoquipment
with mew equipmeant as soon as possible (over a 12 monlth pemcd) to minmize nsks and achieve early
benafits, aliminating e nead for exfraordinary costs fo maintan e current units n e intenme This
opion would ensure umintermupbed serice for the prodoct bnes and semices that currently rely on data
gamwered with e MOCDs. This alternatee projects @ el Present Yalue of -3300000 million

7. Lowest Cost Replacement to Sustain Cumrent Operations

Thes aiernalive avaluaed e comeoaal scanmes markelplacs o debemineg he losaes! oost,
commarcialy svalabde device hal would sustanm arrent operaions. This dewsce could b apphed o
alematves 4, &, and & Although there are commercially available scammers, this opion was eliminated
bacame the devices and supporing aquipment identified in this DAR are aclially the losest cost
solulion avalabla

Thes fepeort reccmmends Allermabyee 6 Fastost Prachcal Beplacemsent, & e best approach o MOCD
Replacamenl. The resulls of a comparison of he recommended DAR proposal Lo lhe suslaning
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altemative (Alternative 4) indicate that the DAR proposal has a Net Present Value (NPV) that s
$200( XXX million less negative, and therefore is the economically superior altemative .

5 Justification and Benefits

Replacement of the MDCDs is required for conftinuation of the service offerings and operational
programs that rely on these devices. These services represent significant volume and revenue far the
Postal Service, and the operational programs provide key management tools for controlling costs.

There are a number of concurrent benefits. The proposed IMD implementation incorporates electronic
signature capture that will enable the Postal Service to eliminate operating costs for the current form
scanning operation, as well as avoid associated equipment replacement costs. The timing of this
investment will also allow us to consolidate functionality and avoid the cost of replacing about 1,000
computers used in print workstations and Delivery Confirmation Receipt Systems. Offening a standard
family of scanners will allow other planned programs, such as Surface Air Support System Phase 3, to
avoid the time and cost associated with evaluating, qualifying, and selecting a supplier, and much of the
documentation development required to purchase and deploy their systems.

Other future benefits include the ability to read virtually any barcode format, which opens the door to
new service offenings, revenue protection opportunities, and internal applications. The ability to provide
timely, accurate information about the mail supports the Transformation Plan goals of increasing the
value of postal products and services to our customers and improving operational efficiencies. The
Transformation Plan specifically recognizes the need for captunng and managing data. It says we will
“develop ‘Intelligent Mail’ products that not only frack and trace from origin to delivery but also integrate
information throughout the entire cycle of multiple business transactions.” Reliable, modern scanner
technology is a fundamental part of this effort.

Personal Area Networks, or PANs, will allow us to create and extend cost-saving applications to areas
where 1t was not previously cost-effective to do so and provides a path for wireless long-range
communications for real-time data availability. Small offices without computers will be able to print
financial and accountable forms using only the device and any PAN-enabled printer at a fraction of the
cost of radiional methods. PANs also support future enhancements via add-on modules such as a
credit card reader or wireless two-way communications system. There is a wide range of possibilities
for employing this capability in the Postal Service, such as bundle and container tracking, and improving
confrol in business mail acceptance operafions.

While the costs and savings directly associated with implementation of this program are included in the
cash flow, there may also be future benefits and benefits for other programs. The primary objective is to
replace the MDCD infrastructure without interruption in service. For this reason, the MDCD replacement
program is presented as an enabler of other opportunities. Potenfial future capabilities and benefits
discussed in this report are not included in this funding request.

6 Procurement and Deployment Plan

As part of the previously funded IMDAS Testing and Development program discussed in Section 2,
potenfial suppliers were competitively evaluated on their product offerings, ability to meet the full range
of postal requirements, and relative costs. A single supplier has been selected for the IMDs and
supporting equipment, and an indefinite delivery confract has been awarded to this firm as the strategic
source for all USPS handheld scanning requirements. The supplier will provide a family of devices to
the USPS that will support this and other Postal programs with a common scanning platform. The
supplier has begun development and production engineering of the new system using the previously
approved funds.

Contract award for the production buy is expected in November 2004 and the First Article Testis
planned for March 2005. Deploymentis scheduled to begin in late Apnl 2005 and end in April 2006, as
shown in the program schedule included as Exhibit 9. This schedule will ensure that the new devices
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are deployed ahead of the expected MDCD failure curve and will provide for uninterrupted service to our
customers. After production ramp-up, deployment of up to 35,000 units per month is projected.

It will require a significant, coordinated effort to manufacture, deploy, and integrate the IMDs and
associated infrastructure at 38,000 post offices, and to train aver 400,000 employees. The

implementation plan is summanzed in Exhibit4 .

Performance Metrics

The key performance metfrics of this program and the methods for measuring them are detailed in the

following table.

PERFORMANCE TRACKING METHOD INDICATOR
METRIC SYSTEM
Inactive communication Asset Asset Management Communication inactivity
between the IMDAS Management System standard daily | between IMDAS server and
server and the Product System reports PTS during deployment should

Tracking System (PTS)

he less than 24 hours

Service call response time

USPS (IT) Help

Detailed problem

USPS IT Help Desk Resolution

for facilities with a Desk Ticket resolution reports & Tickets show 24 hour or less
malfunctioning IMDAS Resolution exception reporting resolution of 95% of reported
system system help desk calls

Percentage of devices Asset Equipment Status At least 95% of all deployed
properly installed and Management reports from the Asset | IMDs properly communicate
communicating with the System Management System | with the Asset Management
Assel Management System within 30 days after
System deployment ends
Percentage of delivered Integrated YVariance reports Reports show all IMDs and
IMDs and related IMDAS Project derived from the related equipment have been
aquipment Schedule IMDAS Integrated delivered at least 30 days after

Project Schedule

scheduled completion date

Reduction in Carrier,

HQ Operations

Field Impact Budget

Carrier reduction = 48 420

Clerk, and Maintenance Catchball file for IMDAS-MDCD | work hours (LDC 21/25); Clerk
Work Hours System Replacement reduction = 133,192 work
Program hours (LDC 48/68/69);
Maintenance reduction =
13,410 work hours {LDC 36)
Risk Analysis

Technology Risk is moderate. The IMDs will be integrated from proven, off-the-shelf components by
an expenenced supplier. However, the IMD configuration will be new and has not been previously used
in the Postal Service. Also, deployment will involve porting existing MDCD application software to a

new platform and creating software for new applications.

Financial Risk is moderate. The investment is conservatively based on supplier proposals. Operating
costs are conservatively based on current operations and supplier-proposed costs. However, there are
two main sources of financial nsk. The first is any unexpected technical problems and the second is

schedule slippage, due either to technical problems or a delay in funding approval.

Schedule slippage would likely result in extraordinary costs to further extend support capability for the
MDCDs. This would be necessary to avoid a break in the delivery of MDCD-supported signature and
other services to customers and internally.  This would make the DAR proposal resemble the sustaining
baseline scenano described in the Altematives Analyzed section. The contingency allowance in this

DAR is considered adequate for “conventional” contingencies.
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Oiparafional Risk o ke The program s expaected Iompgrose operalions. The pnmary nsk soukl
relate toschedule sippage causing indermaption of MDCD-relaled sepaces, or exiraordinary efforts being
renpuirad bo avoid interupdon afler a program detay . Howevar, these could be mibgatad with moeressed
spending (for example, extending support capability for fhe existiing devices), so this is wewed as
primarly & inandial risk.

Integration Risk is moderate . Although e DS will be integrated fom proeen off-the-shealf
cornponents by an axpenenced supplier, the IMD configuraion s mees and bas nol bean previously
vz o e Posital Serane . Also, Geplogment sall sveolye porfmg eashng BMOCE applicabon solbsane to
a new plalfonm and crealing softeare fof naw applcalions. Smilar (o B coninganoy plan Tor miligabing
potental operabional sk, ntegraion nsk can be addressed by extending suppord capability for exsting
devices.

T Economic Analysis

Thee eaah oy for this program, shown as Exhibil 1, inckedes a amall amount of ncidental savings that
cole] e resgechi by ezhimabed, however, Tese savangs ane nol sullicient o generate a posiiee redum on
ireslmennl. Ty include mimmal B reducions @al impact derks, camers, and mainkmanc:
tacdwicians (& lolal of 105 222wk hours, o 111 FTEs). The savings melhodology amd assomplions
are discussed in detail in Exdibif 3

8 Financial Summary
Ther edlewang summary highlights Be requerad swestmant and operaling axpensas lof Ihe proposs:d

MECD Replacament program.
IMOAS - MDCD Beplacement Program
Five-Year Operating Paeriod (000°s)
Capital imesimeant BMMX KKK
Expense Investment B KX
Total Investmant Requested for Spproval S MK
Oparaiing Vamances LA
Met Present Walue (MNP @ 7 5%0iscount Rate RO
Return on Investment (R

Analysis of Altem alives
MEY @ 1 5 % Discount Rate MEY Differenca (Sustaining
Baseline Vs DAR Proposal)
Allermnatve Elimmnated [ B0 0 SO0 WK
(Sustaming Baseline)

Exhibit 1 shows the year-by-year cash low and Exhibit 2 contains a descriplion of each of the cash low
line items

8 Recommendation

Recommend approeal of $3004 0 million, which incudes $000 35 madbon in capital and $5 500 million
in expense dng This stuciured replacement of the MOCDs and assonated mfrasiochure bas a Met
Present Yaloe fhat s $a00000 midlon less negative Bwan the sustaming albematve of replacng e
epmsling aquipmen] as il becomeas unieparabla . This vwell planned and streclired BMOCD raplacamenl
proggarn will ansure confinued, unintemuplad dalivery of fw associated serace offeemgs and s
consistent with the mandate for uneversal servica.
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Exhibit 2. Cash Flow Line Item Descriptions

CAPITAL ITEMS:

Equipment —Toftal funding of $X00( XX million to purchase IMD hardware (IMDs and associated
halsters, user guides, and cradles), storage racks, initial site spares, and equipment warranties, and to
cover assoclated shipping charges.

Automated Data Processing (ADP) Hardware and Software — Total funding of $>0¢.X million to
purchase:

+« Advanced Computing Environment (ACE) computers to replace existing local workstations and
servers;,

+« ACE computer software, licenses, and first-year software maintenance; and

¢ Telecommunicafions equipment hardware and installation, uninterruptible power supplies, and
miscellaneous related items.

Development Costs — Tofal funding of $X3{. XX million to cover ane-time, non-recurring engineering
costs associated with development of the IMD hardware and software.

{ ogistics Suppoit — Total funding of $X XX million to support development of IMD end-user and Postal
Service help desk training courses/materials; delivery of end-user training to field trainers; and supplier
help desk suppart activities during deployment and for three years after system deployment is complete.

Site Readiness and Instaffation — Total funding of $>X0X million to cover IMD vendor-incurred costs for
site readiness activities such as site surveys, and installation; old equipment reclamation and disposal,
storage and handling of Postal fumished equipment; and replacement of the existing asset
management system.

Site Preparation, focal controf — Tofal funding of $X XX million to cover field site preparation activities.

fnitial Maintenance — Total funding of $X( XX million to setup and provide repair/replacement service
for the IMD hardware including the first year of service after the last system is deployed.

Quality Assurance — Total funding of $X XX million to support quality assurance and testing activities
including postal contractor support of quality assurance activities, and hardware and postal contractor
expenses associated with First Article engineenng and acceptance testing of IMD hardware and
software.

Contingency @ 5% of afl Technofogy Acquiisition Management capital costs — Total funding of $XX XX
million will provide for unforeseen costs or minor addiional requirements.

EXPENSE ITEM:

Depot Spares — Total funding of $X XX million for an initial depot spare parts inventory of “Intelligent
Mail” Device hardware.

OPERATING VARIANCES:

fnitial Training, Personnel —Total funding of $22( XX million to provide inifial training as discussedin
Exhibit4. A total of 49,330 supervisory postal personnel will receive training and subsequently provide
end user fraining to over 361,000 carriers and clerks via a one-hour, on-site course focused on the
users’ needs. Training efforts will include multiple metro areas concurrently and cover the nation
systematically. There are no recurring training costs since IMD training will be done in place of existing
MDCD fraining.
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Initial Training, Mon-Personnel — Total funding of $X3X XXX million for trave| costs assaciated with inifial
tfraining efforts.

Implementation Support, Parsonnef — Total funding of $X XXX million to cover (1) program management
office support for IMD equipment deployment; (2) engineering (i.e., design responsible organization)
support dunng First Article Test and for system monitoring, and asset management dunng the life of the
program; and (3) recuming Headquarters and Field deployment coordinator support during the life of the
program.

Implementation Support, Non-Personnef — Total funding of $X0{ XX million to cover implementation
support activities including

« Recurring engineering costs incurred by the design-responsible arganization for contract labor,
travel, and other expenses associated with system tesfting, change management, system
monitoring, and asset management during the program’s life;

« Recurring costs incurred by IT portfolio management, host server support, application software
and interface development and maintenance, database support, customer support, and
securty;

« Additional equipment purchases to support delivery route growth and replacement of destroyed
or lost units not covered under the supplier-provided repair and replacement service; and

o  MDCD reclamation storage costs; documentation costs (i.e., revision of internal documents
such as handbooks and forms); and other non-personnel expenses (such as travel and contract
labor) associated with:

» Program Management support during IMD deployment;
» ‘“Intelligent Maill” & Address Quality support;

¥ Information Technology (IT) support, including IT portfolio management and application
software development, integration, review, and testing; and

» Coordinator support during IMD deployment.

MDCD Support Savings — Total non-personnel savings of $X3(X XX million due to elimination of MDCD
support costs.

Help Desk — Total funding of $X2( XX million to provide continuing help desk support during the life of
the program.

Telecommunications Costs — Total funding of $X XX million to cover recurring telecommunications costs
associated with the new devices.

Maintenance Services — Total funding of $XX (X million for recurring repairfreplacement service for the
IMD hardware after the initial service agreement ends, and for recurning software maintenance support
provided by the contractor.

Labor Savings — Tofal savings of $>XX XX million result from a reduction in clerk, carrier, and
maintenance technician worl hours as follows (with additional details included in Exhibit 3):

s Savings of $XX XX million due to a reduction of 133,192 clerk work hours (81 FTEs);
¢  Savings of $X XX million due to a reduction of 36,127 city carrier work hours (20 FTEs);
¢ Savings of $X XX million due to a reduction of 12,293 rural carrier work hours (7 FTEs); and

s Savings of $X XX million due to a reduction of 13,410 maintenance technician work hours (7
FTEs).
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Exhibit 3. Major Assumptions

Companison of Existing MOCD Quantities & Proposad IMD Cuantiies

by Usar Type
Current MOCD Proposed IMD
Usar Typa Cuantity Csanitify™
City B Furd Routes I3 47T AT
Clerks (PO Box, Frve, ke 36 BB e
Hgreay Coriliact Roules 850 B33
Collechon & Farce| Houtke N 12,408
Froceasng Flanls 1,250 a4
Citheer® 27a 2.
COin-Site Spanca 44, O 2mM
TOTAL QUANTITY 342 570 300,214

s el araint

v devices usad Dy Comnad

Prestal Uinila/Offices, Busingss Mail Criry Units,
Detached Mal Units, Alr Mail Centers, Bulk Ml Cenlers, and Millary Posl Offices

== mclual quarity may sary based upon Tinal requirements_ sithin lhe approved

Comparizon of Existing MDCD-related Equipment & Proposad IMD-related Equiprment

at Larga and Small Offices

Category Large Offices | Small Offices TOTAL

Mumber of Sites i 107 28 560 ;T

Eazarg MDD Cuanities P L] 71898 ey 2

Spams Feduclions [34, 37 [7 9] [42 156

Diock LAl Reduclion 1| 6T [EIEN]}

Proposed IMD Quantifies i b 63,530 00,214

Exizing Prinl Workelakore and Delvery 2EER {0 2 B
Confirmation Recapt Syetems [DCRS)

Lege Compuler Consobdation (1,019 (10155

Propased Print Warkstatlons and DERS 1537 L/ 1437

Delivery Savings Assumpticns

*  Computers wall e postal-fumished coupment (P FE)

The delivery savings incuded in this report are based on a reduction in manual recording of dalivery
event informabon by camers, Wil the current devices, carmiers must manually record delisery event
information each hme an MOCD fals or anoimperfect (e | poorly prmbec) barcode cannot be read by e
o amaong ofber g The nes BADS, hosger, will Dane kaer Balure rates aod Bwer imacer vl
e able o automalically correct i moshimparfect Barcodes
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Exhibit 2-3 (p. 17)
Sample DAR — Postal Support and Information Systems Project

Inteftagent il Dwla Bzquisibion System JWTHE) - Mobil Dialn Goliachaon Devico Foplace mant [acwmion Anabysis Fapord

s Todal carmier labor reduction = 48 420 work hours (LG 29025) dersed vom

¥ Wolume of Delrsery Confirmabon, Signabure Confirmation, and ofher Specal Sensces
requiring mancal inpul of datsfemea infemation = 4.8 million plecsesfiear (sources — (1)
Product Trackmg System Volames for FY2004, Guarter 1 and (2 Quarter 3 Forecast with
Fulure Bala Cases dated July 18, 2k

= Manual mput ime per item = 20 65 seconds (per Rate Case 2000 USPS-LR-J-135, Data
Sheat &-7)

= Manual Capbure Rate = 5% (provded by HO Delreeny & Retail )

= Volume of Delivery Confirmabion, Signature Confirmation, and ofher Specal Seracas
Feiuinmg keyediped mput of demlibcabion nlomabon = 407 mnllion plecesiyaar (s
— {1} Producd Tracking System Volumes for FY2004, Quarter 1 and {21 Cuarter 3 Forecast
wilh Fuldure Rabe Cases dated July 18, 2003

*  Heyed inpui ime par itlem = 11 4 seconds (per Rate Casa 2000 USPS-LR-J-135, Data
Shaet A7)

= TypingMeyng Caphre Rate = 50% [provided by HO Delvery & Retail}

Optical Scanning Workstation Operator Savings Assumptions

The Cptical Scanmmg Workstaion (OS5 operator savings incleded in his report are based ona
reduction m scanmimg of Posial forms thal have been signed by cuslomers. Wilh lhe curent systam,
these forms are consalidated, faoed, banded, and routed o e CFS unit. Operators feed fwe foms inko
the CEW fo be imaged and uplosded fo nalional dafabasas The solufion proposad is fhal employess
detiveding signabure tems capiure e electonis signatune recond at Bwe point of delvery By imaging e
signad PS 3840 Form: This is nol an addibonel slep al delivery as the employes curmenily has o scan
the foam's barcode o at it can be matched against Be scan done by the CSW. Imaging technology
incorper aled mko Bie “inkilgent Mal® Device allws this fo happen aulomalically,

e 133 A9 work hour reduchon progected in O85! operaions (DG 4RMRES)

= Based on FY 2003 annual PTS volumes

= Produehivity Bassd on nalional average voeduma and work hour dats from B Posta
Auvtomaled Redirecion Sysiem (PARS) Phase | Requirements Call

¥ Parcentage atinbubed o IMDAS program based on FY2004, Quarter 1 P TS dalivery scans
for signahere ilems broken down by souree MDCD vs. Automated Pont OF Serace ([PPOS)
rital)

Oiptic al Scanning Workstation Maintenance Savings Assumplions

e CEW mgantenance sevings incuded in his regort are based on @ redecion in B number of CSw
systems required m the feld after IMDAS deployment wathout assuming & signatse capfure soluton at
Suitcmated POS retal umits. Sinoe aboul 855 of the signane item delreny soans weoe bed o MDCDs,
it m expected that nomore than one OEVY system will be required per distnct The savings 15 based on
adamimating the prescentaive mainknance ke hose DS systems that ane remoyved Fom sesion,

« 13410 work howr reduchon progcted in Mamlenance operabions (LDC 36)
= Annual prevenlalive maintenanca raduchon of 90 hours per syslam

F Bazedon FY 2003 OSW system complement of 2249 existing systems and expectaiions tat
BOowill reman after BADRAS depdoyment
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Exhibit 2-3 (p. 18)
Sample DAR — Postal Support and Information Systems Project

Intelligent IMail Data Acquisition System (IMDAS) - Mobile Data Collection Device Feplace ment Decision Analysis Report

Exhibit 4. Implementation Plan

Training

Training and deployment plans for the new devices have been developed through discussions with
Delivery Confirmation coordinators and using lessons learned from the pnor MDCD implementation. To
minimize training requirements and reduce the learning curve, the screen flows on the IMD will be
similar to the screen flows on the existing MDCDs.

Training efforts will include multiple metro areas concumrently and cover the nation systematically. Full-
time Master Trainers will be provided for each distnict. At least one month pnor to deployment, Master
Trainers will receive eight hours of training from the supplier. Three weeks prior to deployment, Master
Trainers will provide eight hours of training to over 2,000 Trainers who will lead the third fier of
supervisor and station manager fraining. Just in time for local deployment, over 46,000 trainers,
supervisors, and station managers will train over 350,000 end users via a one-hour on-site course
focused on the users’ needs  During this time, Master Trainers will facilitate and moderate training,
amrange for training facilities and equipment, and maintain training records. In each District, IMDs and
computers used for training will subsequently be deployed as part of the local equipment complement.

Coordination

To coordinate the many activities occurring in the field, “Intelligent Mail” Coordinators will be assigned in
each distnct. The coordinators will oversee site installations, equipment delivery, user identification
label disfribution, asset management and other program activities at the field level.

Site Activities

At faciliies with nine or more MDCDs or a print workstation, the supplier will install the IMD system
components. Supplier personnel must perform the installation to ensure no damage ocours to the
equipment that would invalidate the warranty. The swilchover will occur in one day, with all MDCD
equipment removed and the IMD components installed in the same workspace. In facilities with eight or
fewer MDCDs, the IMD system components will be shipped to the site and local personnel will complete
the installation following a few simple steps as outlined in the installation insfructions. Sites needing
additional assistance will be able to contact the help desk that is funded under this effort. Existing
communication and power outlets and racks will be used.

Applications

All existing applications will be migrated to the new platform at the time of delivery and the majority of
operations will work the same as they do today. Applications like AVUS, CBMS, SPORT, and MSP will
not differ from current processes. While Express Mail and Special Services mail pieces requinng
signature will differ with the new electronic signature capture process, the screen flows will be similar to
those in use today. The biggest operational changes are a result of streamlined operations for
Registered Mail processing, firm sheet generation, and accountable mail logging. Any facility with an
IMD computer will be able to readily generate and print these forms.

Operation after August 2005

A portion of the iniial MDCDs that are displaced with new IMDs will be sent to the Critical Parts Center
to serve as float stock for the remaining MDCDs. They will be used to replace devices that fail after
August 2005, when supplier-provided maintenance support ends. This inventory will support the
remaining MDCDs through the end of the deployment penod, after which none will remain. Upon
deployment completion, the MDCDs at the Critical Parts Center will be provided to the IMD supplier for
proper handling and disposal as part of the MDCD reclamation process.

New System Operation

Support requests for the new devices and related equipment will continue to be channeled through the
existing Postal Service help desk for resolution. The new equipment will be proprietary and
maintenance will be the supplier's responsibility. We will not initially invest in maintenance
documentation, but will leave the option open to purchase it later if deemed appropnate.
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Exhibit 2-3 (p. 19)
Sample DAR — Postal Support and Information Systems Project

Intelligent Ivail Data Acquizition System (IMDAS) - Mobile Data Collection Device Replace ment Decizion Analysia Report

Exhibit 5. Current Applications Reliance on MDCDs

All of the following applications became possible or cost-effective to implement because the MDCDs
became available:

+ Delivery Confirmation & Signature Confirmation
Delivery Confirmation allows customers to determine the delivery status of a specific mail piece.
Signature Confirmation provides all of the benefits of Delivery Confirmation plus requires a
signature from the person who accepts the mail piece. Carners and clerks use the MDCD to scan
mail piece and enter delivery information along with signature information, as required. Recipient
signatures are captured on a Delivery Notice/Reminder/Receipt Form and its unique barcode is
scanned, using the MDCD, to link the delivery record to the signature record. The signature record
Is subsequently scanned by cenfrally located Optical Scanning Workstations (OSWs) and matched
with the delivery record. Over $X X billion in annual revenue relies on the Delivery and Signature
Confirmation infrastructure to reliably document the ime of delivery and provide information to
customers in a imely manner. Without the MDCDs, we cannot offer valid proof of delivery time, so
that service would cease. The electronic delivery record system could retum to a paper-based,
manually-entered process but signature data refrieval could take up to 30 days, as it previously did.
The end result would be market share erosion.

+ Managed Service Points (MSP) Program

The MSP program has been implemented on about 98.5 percent of all city delivery routes and is
impraving consistency in the ime of day that mail is delivered to customers. The MDCDs are used
to scan barcodes at the delivery units and barcodes placed on customers’ mailboxes at intervals
along a mail carmer's route. The scan identifies the time of delivery at these locations and allows
managers to evaluate camier performance on the route and ensure that customers are receiving
delivery at the expected time. The lack of handheld scanning devices would result in termination of
this program since there is no comparable, cost-effective method for collecting this information.

¢ Collection Box Management System (CBMS)

The CBMS is used by delivery unit managers to ensure adherence to collection box schedules and
policies. The MDCDs are used to scan barcodes located inside collection boxes to capture time and
location details, which enables identification of early and missed pickups so that customer service
can be improved. Without the handheld scanning devices, there would be no method to view ar
measure street activity or collection box pick-up performance on a regular basis.

+ Automated Vehicle Utilization System (AVUS)
The AVYUS program relies solely on the MDCDs to capture information for unit supervisors at aver
9,200 sites on hourly utilization of postal vehicles, and the actual number of miles driven versus the
base route miles. If the MDCDs were no longer available, offices would have to revert to having
each carrier complete a manual form each day to record vehicle utilization information.

» Standard Accounting For Retail (SAFRYSmall Post Office Reporting Tool (SPORT)
The SPORT application allows over 10,000 small post offices without retail window automation to
report their revenue daily using the MDCD or an administrative computer. Approximately 2,000 of
these offices have an administrative computer, but about 8,000 of them rely solely on the MDCD to
electronically report their sales activity each day and would not be able to do so without the device.

e CONFIRM® & Entry Information (F1
The CONFIRM service provides near-real-ime tracking information on First-Class mail, periodicals,
and Standard Mail letters and flats. El is a pilot program that captures shipment ID barcode data at
mail entry/acceptance points. The MDCD s used to scan the mailing entry information and
CONFIRM barcode labels at mail entry points dunng induction to support “start of clock” data
capture. A more costly, manual data collection method could be implemented if handheld scanning
devices were no longer available.
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Inlsdbgen] Wl Dats Acgueion Seem (| MDAS] - ok ke Crals Gollsclion Ceace Regplace meni D 2 0 Analyeas Fepor]

Ldlem-m Dell-.rerl.r} |ndud|n-n lhl:rHE prnuded ﬁ:h‘ Inl:emalnnal bail .

The MDCE s used b scan the mail piece and enter delieny mformation and ssgnabere information (i
resuaned) i 2canmier i$ programimed o prompd e canmer 1o capiune addibonal stomabon fat iz
appropriale B each lyps of service. Duning 2003, ovar 0 million pieces of Special Saraces mail
was scanned. The effactive capbure and managemanl of delvery mformabon could nol be
accomplished without eqguipment similar to the MDCD. Performmng these funclions manualhy sould
ncrease lahor costs and result inmore ermors. The Postal Sepace would no longer be able fo
provvide fhe consasient and reliable service thal Specal Services casbomers hawve come o expect,
et ol reduce B valie

Aulomatic Data Entry (ADE)

ADE is a successfully ploted applicaton that isin the early siages of natonal deployment. 1§ uses
MDCD scanners ko save data endry ime by sutomatically recording attendance and other training
information for insineckor-led colrses

As discussad, some of these programs were implamentad 2 labor-saeng ooz, and loss of the BDCDs
o] result m & rebonn to more oosly procedunes and less imely, less elable data. For the other
progranis, aach was either nol possible, nol practical, of nol cost-a laolve willool Be MOCDs I ha
devicas bacome inoperable and are nod replacsd, these programs could ol continue to proade the core
functionality §af relies on fe devices
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ribeligani Mal Dala Acgpusifion Syslem [IMDAS) - Mokile Dats Colled nn Devas Replate ment Drecceann Areahymis Rapaod

Exhibit 6. Electronic Signature Capture

An electromic deliveny record system was implemented as part of te Delvery Confirmation Program.
This system moved 400 milkon paper delivery records kepl at individual post offices (o a cendral
compuierized database. IF residtedin a 100 peroent increase in the recond retmieval rate and & decrease
in signatura record data relieval tme, from 30 days b seconds (Le |, ones the signakee image has
been caphirad)

Oine of goals of IMDAS is o enhance the signature services offered by providing signature reconds
fuicker and al a lowear intemal cosl The BD vl caplure the alsctionic signalurs record al the point of
delivery, at the same fime it scans the barcode This eiminates the nead o scan the sagnature fom
again al the plant and aeoids Bwe associated dalay in making the signature available o the cusborme,

The Oplics Scanning Workslabon (OSW s a legh -spacd scannel deployad in Compulang ad
Forgrarding System (CFShunits heoughout the counfry. 18 s used to scan all signatre forms
Emglovass who colkect sgnaturas must retum he signesd kems Lo their Facility sdweoe they are
consolidaled, facad, banded, and routed fo the CFS unit Forms from all delreny units servad by the
RS url are consolidabed and scanmsd and hen archrsed,

Benedits of s methood weclu de

«  Avelabdily of signature records &5 soon a5 the IMDs are cradied, aliminating fie fime i iakes fo
consolidate, Fansport, and process forms on the CSW operabon

«  Sigmicantly reduced or eliminated workhours and other OSW operational costs (Tolal
elimmahaon i depandant on implementabon of 8 signature capune saolubion Tor ems delivened
acroas relal windows equipped with Point of Service (POS) aufomabon wiech do mol use
MDD

= rtual elirmination of elayaed of kst signabures dus o misplaced, misrowbed, damaged or host
signature forms.

= Folenbal For raduchon in papar storage regquimaments assocated wilh @agnaturs loms thal ae
cumenily stored for seven days after the OSW operabon as a hackup procedure

= Layey the groumchsork Tor Tutune “Intsligent BMail” sehabves, such as Bw Universal Label which
15 planned bo have a signature block ncorporated, thus eiminaing the need towse the
signature fom o caplurs sigralurs reconds

A par of a comprehensive solulion, delvenes made al POS-equipped retal windowes sall Be provided
with & method of captunng signafures when required. BMost POS terminals have bean deployed but not
all al them have scannaers wail imaging capalslity. Howteyer, they all hawve a costomar dispaysignalura
pad and are capable of acquerng signatures electronically. The current plan is fo acivale the customer
cigplayzignabere pad via g POs software rekeasa Implementabon sall oocur by B fime 1B
deployment is compleie, which is expecied fo be in Apnl 2006, Either of these meathods will provide the
gamie benefits as the IMD sgnature caphine solelion.
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Sample DAR — Postal Support and Information Systems Project

Inlethagen] Akl Data Acusalion Selem MDA - Molik Dale Collsclion Devic e Fepldics ninl D& o AnblyEis Fepot

Exhibit 7. Two-Dimensional Barcodes

Thee BADCE can read whal are Enmaed “one-dimsnsaonal” (10) bamodaes ke T Uneyersal Produc|
Codle {UPC) foured on rafad produects. Dala is encoded along only one dimension, e widlh of e
barcodse, by varying the width of Bw bars and the spaces batveen hem. The bars and speces are
consant from top o bottom, 2o the barcode can be read by passing a laser beam aeross if at any haight
or angle. bna usabde se, this fomat can encode only @ imited queanity of characiers, soil s ypically

ugaed ton idenbRcabon number apphcabons

1234567890
One-Dimensional (100 Barcode

For Pestal signahire serces, the maipsent signs a form sath a barcoded senal numbier. The BADCD
sans the barcoda and associates the sanal numbsar vath other mformabon, such as Bme of day. A
subsequent scan of the form on ofher equpment caplures an electronic image of the signaure as well
as lha senal numbar, which is the Key wsed (o malch the signature wath the previoesly stored
infommation. Thab i e seope of vt e ROCL was desigres amd infemded 10 docsal S Barcods

Because of the limied amount of informabon fat can be contained ina 10 barcode, many other
barcode formats have been developed. These fomats embed much greader informabon ina barcode
by uming bofh dimensions of the ponted code_ and are relfered to as wvo-dimensional (20) barcodes
The Postal Servime has used 20 barcodes for decates as the basis for sdomatng the dsimbubon of
mail sl pronacing beasie racking and racing senices

For example, POSTHNET (POSTal Mumeariz Encoding Techmigese) is 8 5, 9 or 11 dignl numeos barcods
usaid by fie Poslal Sendce fo encode ZIP Code information for automatic mail soding by ZIF code. His
unkike olher barcodes because dala s ancodad in e hesght of the bars mstead of in the widihs of the
bars and spaces Most standard barcode readers cannol decode il The POSTMET barcode was
rhesem by The Postal Serace manly because i1 is exiremely eagy o prnton almost any byse of pomner

II II I 1] IIJII IIII i II Il I Illl- II lil
Bample POSTHNET Code

kore recently, nfroducton of e iInfomMmaBon-Based Indicia, such as is usad for PC Posiapge, has
created & nead for new revenue probection capabiliies mwhich handveld scanners can play a role
Vi e entroduchon of the “Intelligent Mail® concept, fie atabty of handheld scanners to reald tese 20
Barcodes, and mewaer, mioee advancsd 20 lommats, has become a anlcal semant,

o

Sampla Infarmalion-Based Indicia Codes
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ridedigan] Wl Dala Aoguadion Syslem [IVDAS) - Mobile Dats Collednn Devies Replacs manl Dt on Areshyes Repoil

Postal 20 Barcodes

A few of the cawrant 20 barcodes were menboned briefly above  To provide perspective e follovang is
a list of the maim barcode formats in use oday of anbicipated in @ near Bture, that e MOCD is mot
capabile of reating

POSTHET Coxde — Reprasents lha 5,9, or 11 digil delivery ZIF code. POSTMETs are usad for sorkation
ard (e BADs ability o read this byps of code could piowds Tor more elficanl and aceurate acguesdion ol
dalivery localior infomation or these servicas hal regqure if

PLAMET Code — This & the inverse of a POSTHMET code and is used manky for individual mail pieos
racking seraces such as COMFPIRM  IMDs could provde scan data that idenfifies the first or las
Tandlineg Ly he Postal Sarvics.

ok g ; alg - PO Poslage and degilal melars allos
customers fo| pnnl hu perer p-rrqa.'a-g-P Hr:l.l.lwer 1heg,.' are in @ formats that cannot be read by the
axshing seanmes . Thase codas inclide mfoimabon such as lhe dabe of meadog, onginatmg JE code,
and postage value, The new IMDs will be able o read these codes and codd provide data for senace
analysis s revanue profeEon

4 Eialg -~ the 4-5tate barcode 15 usad By our flat awtomation eouipment For sorting st mail pieces (s
alzo proposad thal the 4-5tate code be offered as an slemative bareode for COMFIRM, alloang
mashers ko Wack mora mail pleaes Also undar conscdoration s oseng e 4-sake coda for specal
sarvicas in order o consdlidate the amount of barcodes needed on a letter or flat mail piece today. This
i% pursuant ko the “Inkebgent Mal® ONECODE Vision, IMOs would e wsed 85 descnbed under the
PLAMET code sechon abowe in addibon fo how they are used nday for Delivery Confirmabon and

SimEcial Sorioes
SR R TR R N IR (R LR

Sample 4-5fate Barcode

All of these barcods fomals require an magen, bke wihat iz n the IMO] o be ead. Rather Bran amply
sansing the widlhs of bars and spaces, reading these kinds of barcodes = done by analyzing an
elecironse peture of the code

Az maore and more infommiabon 15 added o the mail e fom of barcodes, Postal processes and
successiil compalibon bacome more rebant on miagraled processes and squipmanl thal use this
information && part of nommal operations. IMDAS is providing e vehicle to purchase a Family of
handbeld devaces capable of reading Fwesae barcode formals. The BDCD replacament device doas nol
cinmentiy meed o read every harcode above Howeser, BMBAS B & Tundamental ool upon wiich our
fulurs oparating conce pls &e based, and hase concepls depend on a family of scanners hal heve

these capahiiies
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Exhibit 2-3 (p. 24)
Sample DAR — Postal Support and Information Systems Project

Inielgent Wl Dala Soquealon Syalem JWEAS] - Wobile Diaa Golsclion Deace Replaie menl Cestaza o Arsalyas: Flespaid

Exhibit 8. “Intelligent Mail" and the Standard Platform

“Inf=ligent Mail® refers io the capture and =hanng of information abouf each mail prece broughout s
prrocessing o the system, allowng end-te-end wsitility. The underbang concegts include unsguely
idenlifying and Bzcking mail and enhancing e supporting mirasrecture . Mail identfication and
tracking will rely on barcodez, The barcodes and e rode of the I in reading them is digcussed in
Exhibil 7

The “Imbelligent Mail™ Data Actusibon System (IMDAS) s a comerstone of the supporting mirasiociune
IMOAE wall incAude a famdy of handheld dats scquisiion dewces (o suppor the needs of near-lerm and
futiire “Intedligent Mail® efforts incuding

e  Heplacemants i the current Motule Data Collechon Devices (MDCDs),

= Scanners for uwse on docks fo Fack samiang and deparing mail containers;
* Acceplancetvenficahon scanners;

+  Dewscns for use in a vanety of inventory management operations; and

«  Handheld compulers ix suparasors im processing, cuslomar sepace . and delivery oparabons,

This reguest supports e irst ilean, BABCD replacament, by deplovng new “iidelliganl Bail” Devices
(IMDs) The new devices and supporing equgment will be purchased iroegh one supgier and allow
1ha Postal Sendce loestablish a standard platform for fufure dats colleclion squipmant puichasas. This
standard plalfomm will conssst of a family of mtegraled and compabble devices that meel e Postal
Heraca's neads and suppodl e ougrabon o lmaslhigent Bail” applicabions. The use of & sogle sapglier
fior 2l A DAS redated purchases will simplify the proasement procass, shorlen deployment imaframes,
and support exlernsive shanng of data. Slandardz abon @il also reduce cosls associaled walh
apphcaton development, implementaton, and manlenance

e current program that is expecied fo banefil fom s standard data collection plafform is Phase 3 of
Ther Surface Al Supporl Systom (SAS5) Phase 3, wiech was approved by e Poslal Board of
Govermaors inJune 204 wall purchase and use scanners o provide tracking and wilizabon informsaton
as mal containess sl irailers move I'Ir'IIl..I!;I“ e posslal raresporialon maebdork
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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 postal support and information systems
project.

3-3 Format

Send the backup documentation with the DAR to Finance for validation. The
backup documentation provides support for the data and economic
assumptions presented in the DAR. Upon request, the sponsor will provide
backup documentation to functions other than Finance for review. The
backup documentation must provide detailed supplemental information
sufficient to accomplish the following:

a. Support the recommended alternative.
b. Show how the numbers in the DAR were derived.

C. Provide financial information such as supporting data for numbers in
cash flows and baseline costs.

d. Provide a basis for validating the DAR, carrying out the compliance
requirements, and supporting future audits or cost studies.

The complexity of the project determines the level of detail that you must
include in the DAR backup documentation.

December 2005

The DAR backup documentation package for any project requiring
Headquarters approval must meet the following guidelines:

a.  All materials must be legible and compatible with Microsoft Word or
Microsoft Excel as appropriate.

b.  All pages must measure 8-1/2 by 11 inches.

c.  To allow easy duplication, place all pages in a three-ring binder with
tabbed dividers between sections. Do not bind the pages.
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d. Include a cover page (similar to that used for the DAR) that identifies
the material as “DAR Backup Documentation” with the same project
name and date as the DAR.

e. Provide a table of contents that shows the title and beginning and
ending page number of each major section of backup (e.g., A-1—-A-6 or
B-1-B-3).

Include a title page at the beginning of each major section.

Number all pages.

> e =

Date all pages. Show the date of revision on replacement pages.

Highlight the data actually used in the analysis, if appropriate.

3-4 Required Components

48

3-4.1

At a minimum, the backup for a postal support and information systems
project includes the following (see exhibit[3-1] for further guidance):

a. Cover page.
b.  Table of contents.
C. Cash flow analysis:
(1)  Investments.
(2) Operating variances.
d.  Other backup documentation:
(1)  Assumptions.
(2) Performance metrics.
(3) Functional and field review.

Cash Flow Analysis

The backup must include supporting documentation for each cash flow line
item.

Investments

All capital and expense investments are itemized and expressed in terms of
unit costs. The backup must include the signature of the subject matter
expert (SME) who provided the estimates.

Normally all one-time (or nonrecurring) expenditures are capitalized for a
single project, including one-time contract labor and the initial supply of spare
parts. Certain exceptions to this rule apply:

a. One-time labor by Postal Service employees to manage projects is
categorized as an operating variance.

b. Depot-stocked spare parts that are kept as replacements are
categorized as an expense investment.

Do not include recurring or ongoing capital investments in postal support and
information systems infrastructure that may be used to maintain original
system or equipment performance over the life of the program in the original
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3-4.2

3-4.21

3-4.2.1

funding request. However, these recurring capital costs are subject to
appropriate review and approval outside the DAR process.

For further clarification of capital and expense classifications, refer to the
appropriate accounting manuals or verify with Corporate Accounting,
Finance.

Operating Variances

Operating variances include any changes from the baseline or current
situation (i.e., all incremental costs and savings directly related to the
project). Although there may be some one-time costs, operating variances
are generally recurring costs (such as recurring spare parts cost). Include in
the backup documentation both baseline and proposed costs required for
each variance in the cash flow. The baseline includes impacts that result from
official Postal Service volume forecasts, labor rates and scenarios taken from
official sources, and other known events that will impact the baseline in the
future. Operating variances are categorized by type (e.g., labor costs;
start-up costs; one-time disposal costs for excess equipment; recurring
software licenses; Help Desk support; and if appropriate, training costs,
telecommunications, maintenance costs, utilities, recurring spare parts, and
rent).

All source numbers must be supported with appropriate hard copy
documentation such as the following:
Official Postal Service reports.
Signed written estimates from internal or external sources.
Pertinent pages from bulk purchasing agreements and contracts.

Wage rate chart(s) for contract workers (non-Postal Service).

a

b

c

d.  Telecommunication costs and utility bills.

e

f. Excerpts from leases pertinent to the analysis.
g

Written documentation from SMEs.

Note: While it is necessary to identify changes from the baseline that
include future cost avoidances, do not include these savings in the cash
flow. However, you may include these savings in an NPV analysis
comparing the baseline to the proposed investment with future cost
avoidances.

Other Backup Documentation

Assumptions

The DAR backup documentation must also include supporting documentation
for each assumption made in calculating operating variances or other
analyses in the DAR. This includes the assumptions used to project labor
rates, productivity levels, hardware performance, revenue increases, and
volume projections.
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3-4.2.4
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Budget Impact

The budget impact should include a separate worksheet for each finance
number (facility or area) impacted by the project, identifying areas of potential
budget impact by fiscal year, line item, and labor distribution code (LDC) for
the recommended alternative. Data is required only for the first year following
final deployment unless costs and/or savings from the project are expected to
be realized incrementally.

Functional and Field Reviews

Functional and field organizations that are directly affected by or that may
influence the project must review and concur with the concepts, assumptions,
and operational and budgetary impacts presented in the DAR. For example,
the affected areas must concur with site-specific savings or with the allocation
of workhour savings. The sponsor must respond in writing to any issues
raised by the functional reviews, and all issues must be resolved. Copies of
all concurrences, as well as follow-up correspondence are included as
backup (see exhibits[3-2|and[3-3 Jor the DAR distribution and a sample
concurrence sheet). Sponsors may obtain current DAR concurrence
distribution lists from Capital and Program Evaluation, Finance.

Other

Additional backup documentation must be included as applicable — for
example, an analysis of other alternatives, requirements calls, sensitivity
analysis, risk analysis, management instructions, or other references.
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Required Backup Components

Exhibit 3-1

Backup Component

Required Contents

Operational Description

A description of the hardware, software, and information systems being
proposed and how they support Postal Service objectives. Include pictures,
schematics, or drawings as appropriate. Use excerpts from the statement of
work if applicable.

Operational, Hardware, and
Space Requirements

Authoritative data showing the rationale for unit quantities and space
requirements. Include diagrams, volume data, and revenue projections to
support the proposed operational plan.

Investment Cost Estimates
(Capital and Expense)

Signed documentation for all assumptions, rationale, and methods used to
calculate each line item in the cash flow. If computer models were used to
calculate workhours or savings, include both hard copy and data on electronic
media (such diskette, CD, or DVD) or via e-mail.

Operating Variances

Signed documentation for all assumptions, rationale, and methods used to
calculate each line item in the cash flow. If computer models were used to
calculate workhours or savings, include both hard copy and data on electronic
media (such as diskette, CD, or DVD) or via e-mail.

List of Assumptions

Explanation of the rationale for all assumptions used in arriving at values cited
in the DAR.

Economic Analysis (Cash Flow)

DAR cash flow, including a description of acquisition and deployment major
milestones, plus a narrative describing how and when the proposed
procurement will be completed.

Acquisition and Deployment Plan

A Gantt chart with narrative description of acquisition and deployment major
milestones, plus a narrative describing how and when the proposed
procurement(s) will be completed.

Performance Metrics

Narrative explanation of the methods, metrics, and indicators that will be tracked
to assess program performance versus baseline.

Risk Analysis

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

Sensitivity Analysis

Modified DAR cash flows and list of assumptions for each scenario. Describe
the rationale for each scenario and the detail of risk-type analyses, if applicable.
At lease one alternative analysis should be provided.

Complement Impact Analysis
Cost Impact

Hard copies of worksheets used to compute personnel changes expected due
to staffing modifications and other personnel costs. All calculations should be
traceable to the project cash flow(s) shown in the DAR.

Budget Impact

Spreadsheet showing annual impact of project on workhours and budget.

Financial Impact Statements:
Profit and Loss (P&L) Statement

Hard copies and electronic files of MS Excel worksheets used to calculate
changes in the P&L as a result of the proposed project must be traceable to the
DAR cash flow.

Concurrences

Copies of all comment memos and functional concurrences, as well as
responses showing the resolution of identified problems (see exhibitfor
sample DAR concurrence sheet).

Applicable Documents

Official memoranda, management instructions, standards documents, or other
documents associated with the project.

Software Index

List of software files used to develop or support the DAR. Include copies of files
on diskettes or other electronic media as part of the backup package.

December 2005
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Exhibit 3-2
DAR Concurrence Distribution
Decision Analysis Report — Headquarters Functional and Field Review

Copies of all Headquarters and Field review concurrence sheets and any responses to issues raised are
included in the final Decision Analysis Report (DAR) as part of the backup documentation. Any issues
resolution meeting may be required for some projects prior to final validation, depending on the criticality
of the issue(s). Capital and Program Evaluation, Finance, depending upon the nature of the proposed
investment, will determine modifications to these concurrence requirements.

USPS Headquarters Distribution

CONCURRENCE FORM AND DECISION ANALYSIS REPORT

Corporate Accounting . .............. Kevin McNamara coordinates for Mgr. Corporate Accounting
Chief Marketing Officer
Product Development . ............ VP, Product Development, Marketing
Chief Technology Officer
Information Technology ........... Debbie Judy coordinates for Chief Technology Officer
Employee Development ............. Bill Koukus coordinates for Mgr. Employee Development
General Counsel ................... William A. Campbell
Facilities Projects Only ............ Richard C. Jensen, w/cc: Susan Koetting
Intelligent Mail and Address Quality . .. Jeff Freeman coordinates for Sr. VP, IMAQ
Operations ........... ... .t Manager, Field Operations Requirements/Planning?
Delivery and Retail ............... Amy Wong coordinates for VP, Delivery & Retail
Network Operations Management .. Michael J. Cotter coordinates for VP, Network Ops Management
Labor Relations .................. John Dockins coordinates for VP, Labor Relations
Engineering .......... ... .. ..., Tina Powell coordinates for VP, Engineering
Facilities ........................ William Aspinwall coordinates for VP, Facilities
Public Affairs and Communication . ... Joyce Carrier coordinates for VP, Public Affairs & Communication
Supply Management ................ Paula Garner coordinates for VP, Supply Management
Strategic Initiatives ................. Kathleen Cavanaugh

1 Requests for concurrence from the following functional areas should be sent directly to Manager Field
Operations Requirements/Planning, who coordinates Operations functional reviews and concurrence.
Operations submits signed concurrence from Senior VP Operations with separate signed concurrences
from VP Delivery & Retail, VP Network Operations Management, VP Labor Relations, VP Engineering,
and VP Facilities.

DEecisioN ANALYsIS REPORT ONLY (N0 comments required)
Lawrence E. Maxwell ............... Assistant Chief Inspector, Investigations and Security
Colleen McAntee ................... Office of Inspector General

Standard USPS Field Distribution

REvVIEW CONCURRENCE FORM AND DEcisioN ANALYSIS REPORT (DAR)

For DARs that have field budget and/or field operational impacts, the area vice presidents must sign their
concurrence with the DAR. Copies of the signed field concurrence forms and budget impact summaries
must be included in the DAR Back-up. For site-specific equipment DARs, the plant/facility managers must
sign their concurrence with the operational and/or budget impacts of the DAR. The site-specific impacts
and requests for concurrence must be transmitted through the respective Area offices. Copies of the
signed field concurrence forms and budget impact summaries must be included in the DAR Backup.
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Notes:

No comments are requested from those individuals designated to receive a Decision Analysis Report
Only. All other functional areas must submit a signed review concurrence form to the sponsoring
organization within 3 weeks unless otherwise specified.

Copies of all signed review concurrence forms and any supporting documentation are sent to the
Manager, Program Evaluation, Finance, for inclusion in the DAR Backup. If the reviewing organization has
issues with the proposed investment, the sponsoring organization must respond to those issues in writing
or by email. This procedure should be followed even if the reviewer checks that is it OK to Proceed. A
copy of the response must also be forwarded to the manager of Program Evaluation for inclusion in the
DAR Backup. Contact Program Evaluation, Finance, for updated the most current list of names and
positions of stakeholders that will receive concurrence forms and DARs.
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Exhibit 3-3
Decision Analysis Review / DAR Concurrence Sheet Sample

Operations
Headquarters Review DAR:

Information Systems

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

[ ]

[ ]

[ ]
[ ]

[ ]

[ ]

[ ]
[ ]

[ ]

[ ]

[ ]
[ ]

Operations plans described in the DAR are consistent with
policies and programs.

Operations plans described in DAR will meet present service
commitments and targeted service performance scores.

The support plan meets field requirements.

Risks identified in DAR accurately reflect HQ Operations and

concerns are rated appropriately.

[ ] [ ] [ ] Program stated outcome supports the Strategic
Transformation Plan.
[ ] [ ] [ ] Other issues to be raised:
Comments:
Reviewed by Operations: <Signature>
Typed Name Date
Senior Vice President,
Operations

Please return the completed review to the sponsoring organization.

Requested response time is 3 weeks unless otherwise noted.
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4 Review and Approval Process

4-1 About This Chapter

4-2 Purpose

All postal support and information systems projects are subject to the
Headquarters review and approval process described in this chapter.
Requests to modify an approved project must also be reviewed and approved
following these procedures.

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

The overall purpose of the review and approval process is to ensure the

following:

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

b.  The project is prioritized in the Five-Year Capital Investment Plan and
the planned commitments are in the appropriate years.

C. The economics are justified and properly analyzed regardless of the
generative or non-generative nature of the project. All viable
alternatives have been considered, the impacts of the investment have
been properly evaluated, and the backup documentation adequately
supports the proposed investment.

d.  The sponsor has obtained appropriate concurrences for major

assumptions.

4-3 Review Steps

December 2005

The sponsor coordinates the Headquarters review and approval process for
postal support and information systems projects (see exhibit.

Projects initiated by the field are subject to a financial assessment, review by

the area Capital Investment Committee (CIC), and approval by the area vice

president before the project may be forwarded to Headquarters for review,

validation, and final approval (see Handbook F-66C).
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4-3.2

4-3.3
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Functional Review

The Headquarters review process begins when the sponsor forwards the
DAR and backup (including an assumptions list) to Finance to begin the
validation process. At the same time, the sponsor sends the DAR to
applicable functions for review and concurrence with the concept and
projected costs and savings. Upon request, backup documentation may be
supplied to functions other than Finance for review. These functions include
all the affected functional organizations listed in subchapter 2-4, as well as
the Inspection Service and Office of Inspector General.

Review meetings may be necessary to resolve complex issues. All issues
raised by the functional areas must be adequately resolved before the project
can be validated and sent forward for approval.

Functional Concurrence

Finance forwards the results of the functional staff reviews to the respective
vice presidents or managers to ensure the following:

a. Confirmation of the need, priority, and assumptions.

b.  Concurrence with the achievability of operating costs and/or savings
and resulting budget impacts and the volume and revenue projections.

Review of the inter-functional impacts.

Consistency with overall operational strategies and the implementation
and tracking plan.

You must include the signed concurrences from the applicable vice
presidents and managers as part of the DAR backup documentation (see
exhibi for a sample DAR concurrence sheet). The sponsor may get a
copy of the DAR concurrence distribution list from Capital and Program
Evaluation, Finance.

The sponsor revises the DAR and backup documentation as necessary to
reflect any recommended changes. When significant changes are made to
the basic program assumptions and the project costs and savings, change
the date on the DAR cover page and obtain a new signature page.

Approval of Sponsoring Vice President

After the sponsor revises the DAR, the sponsoring vice president signs the
DAR and sends it to Finance for validation (see chapter 5 for validation
requirements).

Validation Completed

Once Finance completes the validation, Finance submits the DAR, executive
summary, and validation letter to the vice president and controller of Finance
for review and approval signature (see chapter 5 for validation requirements).
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4-3.5

4-3.6

4-3.7

4-3.8

4-3.9

4-3.9

Vice President Review and Final Approval

Following validation by the vice president and controller of Finance submits
the DAR, signed validation memo, and a briefing sheet prepared by the
sponsor to the appropriate vice president or senior officer for review and final
approval or to the Headquarters Capital Investment Committee (CIC). See
Handbook F-66 for approval authority thresholds.

CIC Review and Approval

Upon final validation, the sponsor submits postal support and information
systems projects that require approval above the vice president and senior
officer-level through Capital and Program Evaluation to the Headquarters
CIC. One week before its meeting, Headquarters CIC members receive the
DAR, validation memo, an executive summary prepared by Finance, and an
Opinion Letter (if the Inspection Service or Office of Inspector General issued
one). The sponsor presents the project to the Headquarters CIC.

If the CIC votes to proceed with the project, the chief financial officer and
senior vice president prepares a memorandum outlining any issues raised at
the Headquarters CIC meeting and forwards the DAR and supporting
materials to the postmaster general/chief executive officer (PMG/CEO).

Postmaster General Review and Approval

The sponsor schedules a meeting with the PMG/CEO. Before the meeting,
the PMG receives the DAR, validation memo, executive summary, and
Headquarters CIC issues sheet for review.

If a project is within the delegated approval level for the PMG/CEQ’s final
approval, the PMG/CEO signs the executive briefing sheet prepared by the
sponsor. Projects to be approved by the Board of Governors (BOG) are
forwarded to the Capital Projects Committee (CPC), which is a subcommittee
of the Board of Governors.

Capital Projects Committee Review

Three weeks before its meeting, the CPC receives the DAR, validation
memo, executive summary for review, along with a CPC briefing sheet that
includes an issues sheet outlining issues raised during any previous CIC or
CPC review. The CPC discusses the project with the sponsor and decides
whether to present its findings and recommendation to the full Board of
Governors or send the project back for further work.

Board of Governors

Four weeks before the BOG meeting, the members of the BOG each receive
the DAR, validation memo, issues sheet, and a briefing sheet prepared by
the sponsor for review. At the BOG meeting, the CPC chair reports the
findings and recommendation of the CPC to the full Board to consider for
approval. Minutes from the BOG meetings are used to document project
approval.
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4-4 Document Retention

The final approving authority returns the approved DAR (or DAR Modification
Request) to Finance, which keeps the original file documentation. The

sponsor retains a copy of the approved DAR and the complete backup for the
project.
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Exhibit 4-1

Headquarters Review and Approval Process

Exhibit 4-1

Headquarters Decision Analysis Report Review and Approval Process

Set Investment

Decision Analysis

DAR Distributed for

Headquarters and

Priorities and H Report (DAR) Revi d Validati Area Vice President
Strategies Prepared eview and valldation DAR Concurrence
Final DAR Prepared Finance Validation Senior Vice President G nEsiE.
L > : Committee Review
and Distributed Completed Review and Approval
and Approval
Compliance Reporting
PMG/CEO Review || Capital Projects Board of Governors and Post-

and Approval

Committee Review

Review and Approval

Implementation Review
and Close-Out
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5 Validation

5-1 About This Chapter

5-2 Purpose

The vice president and controller of Finance must validate all postal support
and information systems investments of $5 million or greater and which
require a DAR before final approval. The vice president and controller of
Finance must also validate DAR Modification Requests for these projects. At
the request of the sponsor, Finance will review investments under $5 million
and issue a review letter.

December 2005

A validation is an independent verification of the accuracy and integrity of the
documented arguments presented in support of the project. For a postal
support and information systems project, the vice president and controller of
Finance validates the site-specific models (if applicable) or the assumptions
of the savings model, confirms the business decision, and ensures
consistency with corporate goals and strategies.

The validation of a DAR or DAR Modification Request 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 it supports the overall
corporate investment decision-making process.

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

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

d.  The sponsor adequately considered all viable, reasonable solutions and
alternatives to the problem.

If any of the assurances in items a through d cannot be given, these issues
must be raised during validation.
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5-3 Responsibility

The vice president and controller of Finance completes the validation of a
DAR at the Headquarters level. In cases where Finance is the sponsoring
organization, the validation function must remain distinct and separate from
DAR preparation.

Capital and Program Evaluation, Finance, also performs the following
activities associated with validation:

a. Provides technical guidance for the economic analysis of project
alternatives.

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

C. Reviews Compliance Reports and evaluates DAR Modification
Requests for approved projects.

d. Coordinates reviews among Finance functions.

5-4 Time Frame

The validation must be completed before the senior management or the
Headquarters CIC considers the DAR for approval, as applicable.

5-5 Procedures

Exhibit provides a list of validation tasks to help the validator complete a
sound, logical analysis of major postal support and information systems
projects. Some items may not apply to all project proposals. Conversely, it
may be appropriate to consider questions and concerns not found on the list
in exhibit[5-1] In particular, the validator should ensure that any discrepancies
or questions arising from the functional reviews have been resolved.

5-6 Validation Documentation

The vice president and controller of Finance prepares a validation
memorandum (or review letter) and executive summary that summarize the
DAR recommendation. If the validation does not fully confirm the economic
analysis, the vice president notes specific exceptions. A sample validation
memorandum and executive summary for a postal support and information
systems projects are included as exhibit
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Exhibit 5-1
Validation Process for Postal Support — Systems Projects

Objective

Validator Tasks

Conduct a policy review

Ensure that the DAR complies with current policy and procedures and Board of
Governors’ issues and concerns. Verify that the project is part of the Five-Year
Capital Investment Plan and is properly prioritized and funded within the approved
budget year.

Edit draft DAR

Guide the sponsor on format and content issues. Provide written comments to the
sponsor. Annotate the DAR with suggested revisions.

Identify and help resolve DAR
issues

Analyze and report on issues that require resolution. Work with the sponsor to
resolve issues.

Verify the requirements

Review the sponsor’s data and methodology. Verify the accuracy of requirements
analysis. Ensure that functional management review, comment, and concur.
Review the backup documentation.

Verify the investment costs

Review the sponsor’s source data and methodology. Review the estimates for
accuracy and completeness. Ensure that Headquarters functional and field
organizations and all other subject matter experts concur. Review the backup
documentation.

Review the operating cost
variances

Review the methodology and analysis of operating variances. Ensure that the DAR
lists all significant assumptions. Report issues that require management
discussion. Review the backup documentation.

Verify the cash flows and
economic analysis

Ensure that the time phasing of cash flows and escalation, labor, and discount
rates are accurate; and ensure that the return on investment (ROI) and net present
value (NPV) calculations are accurate.

Review assumptions and
sensitivity analysis

Review the sensitivity of ROl and NPV to fluctuations in key assumptions. Report
findings and develop exhibits as required.

Analyze the financial impact

Analyze and report on the projected impacts, by fiscal year, to the complement, the
profit and loss (P&L), and the operating budget. Create any necessary exhibits for
internal communication.

Edit final DAR

Verify the accuracy of the final DAR values and cash flows, and coordinate any
necessary revisions before final publication.

Complete final DAR and
backup the file

Organize and index the official backup files including Headquarters functional and
field concurrences and comments, significant correspondence, working papers,
and electronic files.

Prepare the validation
documents

Write the validation memo and executive summary.
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Exhibit 5-2 (p.1)
Sample Validation Memo and Executive Summary

VICE PRESIDENT, CONTROLLER

UNITED STATES
7 POSTAL SERVICE

October 26, 2004

<Names of Sponsoring Vice Presidents>

SUBJECT: Intelligent Mail Data Acquisition System — Mobile Data Collection Device Replacement Decision
Analysis Report

The subject Decision Analysis Report (DAR) dated July 8, 2004, and revised October 15, 2004, has been
reviewed and validated.

The sponsor of the DAR recommends funding authorization of $XXX.XX million in capital and $X.XX million in
expense funding for a total investment of $XXX.XX million to replace all existing mobile data collection devices
(MDCDs) used by postal carriers and clerks. Replacement of the MDCDs is necessary to support critical postal
infrastructure systems and to maintain a competitive level of service offerings to our customers. The proposed
MDCD replacements, called intelligent mail devices (IMDs), will have enhanced functionality and support new
product offerings, internal process improvements, and revenue protection.

Deployment of the initial 318,000 MDCDs was completed in early 1999 in support of the Delivery Confirmation
program. The database, reporting infrastructure, and communications to support Signature Confirmation were
implemented in 2000. Today, there are over 340,000 MDCDs in use nationwide. In 2003, these devices were
used to scan 514 million pieces of mail for Delivery Confirmation and Signature Confirmation.

In November 2003, the chief operating officer approved funding of $X.XX million for testing and development
activities in support of this MDCD replacement DAR. A total of 300,214 IMDs are planned for purchase and
deployment in this program as replacements for the 342,879 existing MDCDs. The reduction in the planned
number of replacement units is due primarily to a projected decrease in the number of spare units. The quantity
may vary based upon final requirements within the approved investment amount. A key objective of the MDCD
replacement program is to develop a family of integrated and compatible data collection devices utilizing a
standard platform that will meet the future requirements of the Postal Service. The standard platform will support
the migration of existing applications and the development of new applications to exploit the “Intelligent Mail”
concept collectively called the Intelligent Mail Data Acquisition System (IMDAS).

The operating variances over the analysis period total $X.XX million. The Net Present Value of the cash flow,
when discounted at 7.5 percent, is -$XXX.XX million, and there is no return on investment. At full-up
implementation, the proposed investment is expected to produce a net reduction of 111 full-time equivalent
positions in mail carrier, maintenance, and Optical Scanning Workstation operations. The sponsor performed an
analysis to compare alternative program strategies to the proposed investment. The replacement of the existing
MDCDs and associated infrastructure has an NPV that is $XXX.X million less negative than the sustaining
alternative of replacing the existing equipment as it becomes obsolete and unrepairable.

475 LENFaNT PLaza SW
WasHinaTon, DC 20260-5000
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Exhibit 5-2 (p. 2)
Sample Validation Memo and Executive Summary

-2-

Pending funding approval, a delivery order will be issued in November 2004 against the competitively awarded
contract for the IMDs and supporting infrastructure equipment. Deployments are scheduled to begin in April 2005
and end in April 2006.

The project is consistent with the Transformation Plan’s strategic focus and is included in the operating and capital
investment plan. The project must be submitted to the Board of Governors for final approval. Pending approval,
quarterly compliance reports and post-implementation reviews must be prepared for the project.

< Signed >

Vice President, Controller

1cc:  Mr. Mazzei
Mr. Batterton
Mr. Rapp
Ms. Malone
Mr. Reblin
Ms. Wright

475 LENFanT PLaza SW
WashinagTon, DC 20260-5000
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Exhibit 5-2 (p.3)
Sample Validation Memo and Executive Summary

EXECUTIVE SUMMARY
SUBJECT
Intelligent Mail Data Acquisition System (IMDAS) — Mobile Data Collection Device Replacement Decision Analysis
Report
BACKGROUND

Deployment of the initial 318,000 mobile data collection devices (MDCDs) was completed in early 1999 in support
of the Delivery Confirmation program. The database, reporting infrastructure, and communications to support
Signature Confirmation were implemented in 2000. Currently there are over 340,000 MDCDs in use nationwide.
Replacement of the MDCDs is necessary to support critical postal infrastructure systems and to maintain a
competitive level of service offerings to our customers. The proposed MDCD replacements, called intelligent mail
devices (IMDs), will have enhanced functionality and support new product offerings, internal process improvements,
and revenue protection.

In November 2003 the Chief Operating Officer approved funding of $X.XX million for testing and development
activities in support of this MDCD replacement Decision Analysis Report. A total of 300,214 IMDs are planned for
purchase and deployment in this program as replacements for the 342,879 existing MDCDs. The quantity may vary
based upon final requirements, within the approved investment amount. A key objective of the MDCD replacement
program is to develop a family of integrated and compatible data collection devices utilizing a standard platform that
will meet the future requirements of the Postal Service. The standard platform will support the migration of existing
applications and the development of new applications to exploit the “Intelligent Mail” concept collectively called the
Intelligent Mail Data Acquisition System (IMDAS).

Pending funding approval, a sole source contract will be awarded in November 2004 for the IMDs and supporting
infrastructure equipment. Deployments are scheduled to begin in April 2005 and end in April 2006.

PROJECT OBJECTIVES

1. To maintain competitive service offerings to our customers.

2. To support critical postal infrastructure systems.

3. To establish a standardized platform for a “family” of Postal Service scanners.

4. To enhance the functionality of the existing devices by incorporating new technology such as signature

capture, two-dimensional barcode reading, and personal area networks.

FINANCIAL SUMMARY ($ in thousands)

Investment

Approval Scenario
Capital Investment SXXX, XXX
Expense Investment $  XXXX
Total for Approval SXXX, XXX
Cash Flow Data 5-Year Operating Period
Total Operating Variance SX, XXX
Net Present Value discounted at 7.5% (XXX, XXX)
Return on Investment N/A
REQUESTED ACTION

Authorization is requested, subject to approval by the Board of Governors, for total funding of $XXX.XX million,
which includes $XXX.XX million in capital funding and $X.XX million expense funding to replace all existing MDCDs
used by Postal Service carriers and clerks. An analysis was performed to compare alternative program strategies to
the proposed investment. The replacement of the existing MDCDs and associated infrastructure has a Net Present
Value that is $XXX.X million less negative than the sustaining alternative of replacing the existing equipment as it
becomes obsolete and irreparable.
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6 DAR Compliance Reports

6-1 About This Chapter

6-2 Purpose

Every quarter sponsors must prepare and submit DAR Compliance Reports
for review for major facility projects from the date of final approval until
18 months after in the project’s completion.

DAR Compliance Reports track the progress of a project and its compliance
with the approved plan (i.e., 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. Measures the progress and actual budget impact of investments and
operating variances.

Helps identify the need for a DAR Modification Request.

Provides feedback on actual versus planned results that should prove
useful in planning future projects.

6-3 Responsibility

December 2005

The sponsor must ensure that DAR Compliance Reports are prepared. The
sponsor designates key resources and specifies who prepares these reports
(usually the project manager). The sponsor must become thoroughly familiar
with the economic and operational plans presented in the approved DAR,
DAR backup materials, and any DAR Modification Requests. See Handbook
F-66, General Investment Policies and Procedures, chapter 7, for detailed
Compliance Reporting requirements and exhibits.
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6-4 Investment Policies and Procedures — Postal Support and

Information Systems

6-4 Time Frame

A Compliance Report must be prepared each postal quarter from the time a
DAR receives final approval until 18 months after final deployment. The
reported information must be current as of the close of each quarter and must
be submitted 1 week after the close of the Postal Service quarter.

6-5 Document Retention

Finance places the original Compliance Report with the master DAR file for
future reference and distribution upon request. The sponsor retains a copy of
all Compliance Reports in their project file.

Handbook F-66E



{ DAR Modification Request

7-1 About This Chapter

7-2 Purpose

A DAR Modification Request must be reviewed, validated, and approved
before the sponsor may deviate from the approved DAR for a postal support
and information systems project. The vice president and controller of Finance
must approve exceptions to this policy.

December 2005

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
DAR 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). A DAR Modification
Request 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 may be required.
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7-3

Investment Policies and Procedures — Postal Support and
Information Systems

7-3 Definitions

A DAR modification may be an investment-related or operational change
from the approved DAR.

Investment-related modification — A proposed change to the approved
investment funding contained in the DAR.

Operational modification — A significant change that affects the scope of
the project, cash flow operating variances, investments, or assumptions upon
which a project was justified. The proposed operational change may or may
not require additional funds.

7-4 Responsibility

The need for a DAR Modification Request is often identified when a
Compliance Report is prepared. If there is any question whether a DAR
Modification Request is required, contact Capital and Program Evaluation,
Finance, Headquarters.

The sponsor must identify the need, prepare the request, revise the
economic analysis and cash flow, and coordinate the necessary approvals.
The project sponsor, preparer, and approving officials must sign the request,
which indicates their agreement with the revised project concepts,
assumptions, and operational and budgetary impacts.

7-5 Time Frame

A DAR Modification Request must be submitted on a timely basis (i.e., when
a major operational or investment-related change becomes known) and must
be approved before the change from the approved plan is initiated.

All DAR Modification Requests must be submitted and approved before the
supporting contracts are signed.

7-6 Required Components

70

7-6.1

The following items must be included in a DAR Modification Request for a
postal support and information systems project. The narrative section should
not exceed two or three pages.

Cover Page

The cover page should identify the document as a “DAR MODIFICATION
REQUEST” and indicate the name of the project (the same as the originally
approved DAR) and the date.
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7-6.5

762 Signature Sheet

Include the same signature lines — preparer, reviewer, sponsor (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.

763 Background

Include the following background information:
a. Amount previously approved.
b. Final approval date (DAR and any approved DAR Modifications).

C. Final approval authority (e.g., vice president, postmaster general and
chief executive officer, or Board of Governors).

d. Project justification (summary of main points from approved DAR).
e. Update on progress toward deployment of the equipment.

7.6.4 Problem Definition and Justification

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

7-65 Financial Summary

Include a table in the format shown, including additional information as
appropriate for the specific project:

Five-Year Operating Period
($in thousands)

Original DAR or
Previously Approved
DAR Modification DAR Modification

(Final Approval Date)  (Date of Request)  Difference

Investments
Capital $ $ $
Expense $ $ $
Total $ $ $
Operating Variance $ $ $
Net Present Value $ $ $
Discounted at __ %
Return on Investment  $ $ $
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7-6.6

7-6.6

7-6.7

7-6.8

Investment Policies and Procedures — Postal Support and
Information Systems

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 cash flow, include both the originally
approved cash flow and the update. For other exhibits, include only the
revised version.

Backup Documentation

Include any materials that will support the proposed change to the approved
project.

7-7 Validation

The sponsor forwards the DAR Modification Request to Capital and Program
Evaluation, Finance, for validation (see chapter 5). Modification requests for
R&D projects do not require validation, but Finance must review the
modification request. A letter from the Controller describing the outcome of
the review is sent to the sponsor.

7-8 Review and Approval

A DAR Modification Request must be approved in writing before the
requested action is taken or additional funds are committed. Generally, a
DAR Modification Request must be approved by the same approving officials
as the original DAR. However, a request for additional capital funding may
require higher-level approval. The review process at Headquarters is
coordinated by the sponsor.

Requests to modify a field-sponsored project must be reviewed and approved
by the field before being forwarded to Headquarters for review, validation,
and final approval (see Handbook F-66C). If a DAR 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, Headquarters.

7-9 Document Retention

72

Upon final approval, Finance keeps the approved DAR Modification Request
along with the original DAR, and the sponsor keeps a copy in their project
file.
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