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Transmittal Letter

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.

2. Handbook F-66A, Investment Policies and Procedures — Major Facilities.

3. Handbook F-66B, Investment Policies and Procedures — Major Equipment.

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

5. 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 L�ENFANT PLAZA SW ROOM 8541
WASHINGTON DC  20260-5231



Investment Policies and Procedures � Postal Support and
Information Systems

E. Effective Date. This publication is effective December 2005.

Lynn Malcolm
Vice President, Controller
Finance
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1 Overview

1-1 About This Handbook
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.

1-2 Purpose
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. Exhibit 1.1 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
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.

1-3.1 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.

1-3.2 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.

1-3.2.1 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.

1-3.2.2 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
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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.

1-3.2.3 Administrative Support Equipment

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

1-3.3 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.

1-3.3.1 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.

1-3.3.2 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.

1-3.3.3 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.

1-3.4 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
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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 MOEI.

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
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.
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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:

Control Phase Evaluate PhaseSelect Phase

Concept Definition and
Architecture Verification

Stage

IT Investment Proposal
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Business Case
Development Stage

Acquisition Plan
Development Stage

Project Initiation Stage

System and Services
Acquisitions Stage

Project Definition Stage

Post Deployment Stage

Operations, Production,
and Maintenance Stage

System Design Stage

Development or
Construction Stage

User System Acceptance
Testing Stage

Deployment and
Transition Stage
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Within each phase, each stage contains the following common elements:

a. Purpose � Describes the stage�s objective.

b. Entrance Criteria � Describes the stage�s prerequisite requirements
and thresholds.

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

d. Results � Describes the actions occurring from the process.

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

f. 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.
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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

2-3.1 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.

2-3.2 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.
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2-3.3 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.

2-3.4 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:

a. Plant/district manager.

b. Area Capital Investment Committee (CIC).

c. Vice president of Area Operations.

d. Headquarters senior vice president or chief operating officer.

e. Headquarters CIC.

f. Postmaster general (PMG) and chief executive officer (CEO).

g. Headquarters Capital Projects Committee (CPC).

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

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

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

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

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

f. 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.
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2-5 Format
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.

c. Set all margins (top, bottom, right, and left) to 1 inch.

d. 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
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 2-1). 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:

2-6.1 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.

2-6.2 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
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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.

2-6.3 Table of Contents
The table of contents lists each main heading and exhibit title and the
beginning page number.

2-6.4 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 detail
elsewhere in the DAR.

2-6.5 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
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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).

b. Efficiency or productivity improvements.

c. Service improvements.

d. Customer service enhancements.

e. Economic and business opportunities.

f. Technological advances.

g. System obsolescence.

h. Elimination of support for an existing system.

i. Costs to maintain or upgrade an existing system.

j. Process re-engineering efforts.

k. Revenue generation.

l. Demographics (changes impacting revenue and volume growth).

m. Safety, health, and environmental issues.

n. Capacity issues.

o. Avoidance of catastrophic failures.

p. 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:

a. Pilot site or prototype testing results.

b. Proof of concept results.

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).

2-6.6 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).

2-6.7 System Benefits
The expected system benefits typically include factors such as the following:

a. Provides a management tool to improve efficiency.
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b. Meets customer needs.

c. Provides service and productivity improvements.

d. 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.

2-6.8 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.

2-6.9 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.

2-6.10 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.



2-6.13

15December 2005

b. Anticipated goals and objectives.

c. Expected outcome.

d. Time frames and deployment schedules.

e. Methodology and criteria used to measure results.

2-6.11 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.

2-6.12 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.

2-6.13 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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2-6.14 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.

2-6.15 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.

2-6.16 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 
Discounted at _____%

$ xx,xxx

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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2-6.17 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.

2-6.18 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:

a. Net present value (NPV) analysis.

b. Generalized schematics or flowcharts.

c. Floor layouts.

d. Service and productively improvements.

e. Sensitivity analysis.

f. Pictures.

g. Maps.

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

2-6.18.1 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.

2-6.18.2 Cash Flow Line-Item 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.

2-6.18.3 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.

2-6.18.4 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).

2-6.18.5 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.

2-6.18.6 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
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.
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Exhibit 2-1
Required DAR Components by Type of Project

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

Alternatives1

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:
Cash Flow
Line-Item Descriptions
Major Assumptions
List of Sites (if appropriate)
Sensitivity Analyses2

Net Present Value Analysis2

Project Schedule

Exhibits:
Cash Flow
Line-Item 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. 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.

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

3. 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.

4. 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.

5. 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.

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

7. 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.

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

9. 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.

10. 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.

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

Deployment Activities

1. 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.

2. 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.

3. Fixed Mechanization Award and Installation — The time allotted for Purchasing to award the
contract and Engineering (through Operations) to oversee installation of the equipment on site.
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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
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Exhibit 2-3 (p. 2)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 3)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 4)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 5)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 6)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 7)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 8)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 9)
Sample DAR — Postal Support and Information Systems Project



Exhibit 2-3

31December 2005

Exhibit 2-3 (p. 10)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 11)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 12)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 13)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 14)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 15)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 16)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 17)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 18)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 19)
Sample DAR — Postal Support and Information Systems Project



Exhibit 2-3

41December 2005

Exhibit 2-3 (p. 20)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 21)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 22)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 23)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 24)
Sample DAR — Postal Support and Information Systems Project
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Exhibit 2-3 (p. 25)
Sample DAR — Postal Support and Information Systems Project



3-3

47December 2005

3 DAR Backup Documentation

3-1 About This Chapter
This chapter describes the minimum backup documentation that the sponsor
must submit with the DAR for a postal support and information systems
project.

3-2 Purpose
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.

3-3 Format
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).

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

g. Number all pages.

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

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

3-4 Required Components
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.

3-4.1 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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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:

a. Official Postal Service reports.

b. Signed written estimates from internal or external sources.

c. Pertinent pages from bulk purchasing agreements and contracts.

d. Telecommunication costs and utility bills.

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

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.

3-4.2 Other Backup Documentation

3-4.2.1 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.



3-4.2.2 Investment Policies and Procedures � Postal Support and
Information Systems

50 Handbook F-66E

3-4.2.2 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.

3-4.2.3 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 for the DAR distribution and a sample
concurrence sheet). Sponsors may obtain current DAR concurrence
distribution lists from Capital and Program Evaluation, Finance.

3-4.2.4 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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Exhibit 3-1
Required Backup Components

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 exhibit 3.2 for
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.
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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 Manager, Field Operations Requirements/Planning1. . . . . . . . . . . . . . . . . . . . . . . . 

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.

DECISION ANALYSIS REPORT ONLY (no comments required)
Lawrence E. Maxwell Assistant Chief Inspector, Investigations and Security. . . . . . . . . . . . . . . 
Colleen McAntee Office of Inspector General. . . . . . . . . . . . . . . . . . . 

Standard USPS Field Distribution

REVIEW 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: ___________________________________________

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
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.

4-2 Purpose
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
The sponsor coordinates the Headquarters review and approval process for
postal support and information systems projects (see exhibit 4-1).

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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4-3.1 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.

4-3.2 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.

c. Review of the inter-functional impacts.

d. 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
exhibit 3-2 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.

4-3.3 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).

4-3.4 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 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.

4-3.6 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).

4-3.7 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/CEO�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.

4-3.8 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.

4-3.9 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
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5 Validation

5-1 About This Chapter
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.

5-2 Purpose
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 5-1 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 5-2.
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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 ROI 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

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 L�ENFANT PLAZA SW

WASHINGTON, 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 L�ENFANT PLAZA SW

WASHINGTON, 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 $XXX,XXX
Expense Investment $    X,XXX
Total for Approval $XXX,XXX

Cash Flow Data 5-Year Operating Period

Total Operating Variance $X,XXX
Net Present Value discounted at 7.5% ($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
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.

6-2 Purpose
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.

c. Helps identify the need for a DAR Modification Request.

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

6-3 Responsibility
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 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.
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7 DAR Modification Request

7-1 About This Chapter
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.

7-2 Purpose
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 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
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.

7-6.1 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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7-6.2 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.

7-6.3 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.

7-6.5 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 
(Final Approval Date)

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

7-6.7 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.

7-6.8 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
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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