Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: 2019 Automated Delivery Unit Sorter (ADUS) Production Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The total of $44.7 million ($39.7 million in capital and $5.0 million in deployment/implementation
expense) was approved to purchase and deploy Automated Delivery Unit Sorter (ADUS) machines to
small plant and delivery unit locations. Package growth has resulted in a dramatic increase in the
volume of packages handled at small plants and delivery units in recent years.

This program, combined with prior ADUS deployments, increased the total ADUS machine count to 52.

The program was originally approved by Postmaster General on May 29, 2019, and a DAR
Modification Request was subsequently approved on November 20, 2019.

DAR Expected Completion Date: May 31, 2020
Program Completion Date: December 31, 2021

The cost savings expected to be derived from the machines purchased that will enable the
automation of manually processed packages with less wait time from earlier delivery of packages with
carrier handling costs reduced.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Average Daily Volume Processed is the number of mail pieces processed by the machine on
average each day. This is divided into plants and delivery units to independently track usage
between the Processing Operations and Delivery Operations business units. Productivity is the
number of mail pieces processed divided by the number of employee work hours spent operating the
machine, showing productivity improvements compared to manual processing.

3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see below for the expected impact of the cost reduction initiate using the metrics identified.

Cash Flow Analysis Period FY2019 — FY2030

Total Operating Costs: $190.7 million

Total Net Operating Savings: $142.5 million

Net Present Value discounted at 6.85%: $51.1 million

An updated cash flow projection with revised deployment schedule and FY22 maintenance costs
results in the following estimated impacts:

Cash Flow Analysis Period FY2019 — FY2030

Total Operating Costs: $277.3 million

Total Net Operating Savings: $100.5 million

Net Present Value discounted at 6.85%: $30.2 million




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

The expected financial impacts over the 12-year analysis period as shown in the DAR are provided
below.

DAR Target Return on Investment: 25.7%
Updated Return on Investment: 20.6%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Actual overall ADUS average daily volume is significantly above DAR expectations.

Actual overall ADUS productivity is slightly below DAR expectations at Delivery Unit sites and
significantly below DAR expectations at Plant sites.

Overall net of above results in savings achievement that is lower than DAR expectations.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

N/A

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: 2022 High Output Package Sorter (HOPS) Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The total of $222.0 million ($217.7 million in capital and $4.2 million in deployment/implementation
Expense) was approved to purchase and deploy High Output Package Sorter (HOPS) machines. The
total includes $46.2 million in capital for long-lead items approved by the Postmaster General on April
11, 2021. This advance funding is being used to accelerate deployment of these machines to provide
maximum benefits during the 2022 peak holiday season.

This DAR is driven primarily as an initial phase for modernizing and standardizing Postal Service
package processing equipment. HOPS machines are targeted to begin the replacement of the more
than 30-year-old Automated Parcel and Bundle Sorter (APBS) machines. As these aged machines
begin to go end-of-life, the HOPS machine will become the key technology to replace them. Avoiding
the reversion of packages to manual processing is the justifying basis of these new HOPS, producing a
conservatively estimated cost avoided return on investment (ROI) of 86.1 percent. In the very short
term, the APBSs replaced by this program could become available to address capacity shortfalls at
other sites providing additional benefits until retired.

The program was approved by Postmaster General on September 20, 2021.
DAR Program Expected Completion Date: November 30, 2023.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule

approximating the months and fiscal years in which the cost reduction impact is expected to be

measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered and provide a detailed narrative addressing

each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

1. HOPS Productivity**
- Tracking System: Machine EOR data and MODS data
- Method: Compare actual to DAR plan
- Indicator: Total pieces handled/ staffing work hours
- Baseline: 0

2. HOPS Operational Throughput**
- Tracking System: Machine EOR data*
- Method: Compare actual to DAR plan
- Indicator: Total pieces handled per runtime hour
- Baseline: 0

3. HOPS Average Daily Volume**
- Tracking System: Machine EOR data
- Method: Compare actual to DAR plan
- Indicator: Total pieces handled
- Baseline: 0

*End-of-Run (EOR); Management Operating Data System (MODS)
**Based upon 303 operational days per year (6 days a week, 52 weeks a year, excluding holidays)

Productivity, operational throughput, and daily average volume were metrics chosen because a main
justification for the HOPS program to replace aging mail processing equipment instead of replacing
with the same was the HOPS’ throughput advantage. The promise of increased productivity to meet
the growth of eCommerce and the expansion of the package delivery market have created
opportunities for the Postal Service to increase revenue in recent years.

The cost reduction impact is expected to be measured starting in peak season 2022.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see below for the expected impact of the cost reduction initiate using the metrics identified.

Cash Flow Analysis Period FY2021 — FY2033

Total Operating Costs: $119.7 million

Total Net Operating Savings: $2,056.6 million

Net Present Value discounted at 2.88%: $1,465.7 million

An updated cash flow projection with revised deployment schedule and FY2022 maintenance
costs results in the following estimated impacts:

Cash Flow Analysis Period FY2021 — FY2033

Total Operating Costs: $108.0 million

Total Net Operating Savings: $1,842.6 million

Net Present Value discounted at 2.88%: $1,272.2 million

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

The expected financial impacts over the 13-year analysis period as shown in the DAR are provided
below.

DAR Target Return on Investment: 86.1%
Updated Return on Investment: 78.9%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Actual issuance of a definitized contract has been delayed due to supplier failures in meeting expected
target system performance metrics. This has created delays in the realized savings due to not being
able to move forward with installations according to the previous DAR plan. This is reflected in the
lower ROI with updated cashflow.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

N/A




7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: 2022 Single Induction Package Sorter (SIPS) Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This Decision Analysis Report (DAR) business case was approved for a total of $67.5 million in
investment funding to purchase and deploy Single Induction Package Sorter (SIPS) machines. The
approved total includes $66.5 million in capital investment funding and $0.9 million in deployment/
implementation expense funding. The first-year operating cost for this program is expected to be
$0.3 million. Advance funding of $4.1 million was approved on March 18, 2022. This funding was
used to purchase long-lead items in support of an accelerated deployment timeline.

The machines recommended by this program are driven by the goals of the Postal Service’'s
Delivering for America 10-Year Plan to achieve financial sustainability and service excellence. The
SIPS machines were deployed in time to help meet package processing needs for the 2022 peak
holiday mailing season. This helped in delivering the service desired for the competitive package
product by significantly reducing delayed volumes during this critical processing period. These
machines process packages in a far less costly manner than the manual package processing
alternative. The manual cost avoided savings generated by this program are expected to produce a
return on investment (ROI) of 39.0 percent over the 12-year cash flow analysis period. The resulting
combined financial benefits and package service enhancements justify the investment.

This program was approved by the Postmaster General on May 28, 2022. Contract solicitation began
in April 2022 and was completed in June 2022. Site surveys began in April 2022 and were completed
in August 2022. A contract modification was completed in June 2022. Deployment of the SIPS
machines began in June 2022 and was completed in October 2022. This program is currently in
post-deployment which will continue through Q2, FY2023.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Annual New SIPS Outgoing Package Volumes is the number of mail pieces processed by the machine
per year. This is divided into plants and delivery units to independently track usage between the
Processing Operations and Delivery Operations business units. SIPS Productivity is the number of
mail pieces processed divided by the number of employee work hours spent operating the machine,
which shows productivity improvements compared to manual processing.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see the updated cashflow that reflects a 57.5 percent ROl and a $185.3 million net present
value (NPV) based on actual program costs and projected benefits.

Overall
Program Status All systems fully deployed

Update to DAR
to cash flow Yes - see attached updated cash flow

Investment Yes - see attached updated cash flow reflecting actual payments through end
timing change of FY2022

Investment
level change None Required

Schedule
changes None Required

Savings level
changes Per the updated cashflow, there was an increase in ROI from 39.0% to 57.5%.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

See associated DAR cashflow.

DAR ROI: 39.0%
Updated ROI: 57.5%

The program was successful in controlling spend-to-date by not using contingency funds and
successfully negotiating a favorable price for the equipment, therefore resulting in a greater than
planned ROI.




5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Contract solicitation began in April 2022 and was fully awarded in June 2022 with the completion of the
contract modification. Site surveys also began in April 2022 and were completed in August 2022,
approximately one and half months later than originally planned. This delay did not impact
deployment, which began a month ahead of schedule in June 2022. Deployment of all SIPS machines
was completed in early October 2022 in time for peak season 2022. This program is expected to finish
as scheduled in Q2, FY2023.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

N/A

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Advanced Facer Canceller System (AFCS) 200 — Ink Jet Canceller (1JC)
Replacement Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This Decision Analysis Report (DAR) business case was approved for a total of $12.9 million in
investment funding, including $10.7 million in capital and $2.2 million in deployment/implementation
expense, to purchase and install new Ink Jet Canceller (1JC) systems on all Advanced Facer Canceller
System (AFCS) 200 machines. This program will address critical end-of-life issues by replacing all
legacy hardware and software components of the existing AFCS 200 IJC subsystems with new
hardware and software.

This program supports continued activities to preserve the reliability, quality, and efficiency of the
Postal Service’s letter automation program. While this is primarily an end-of-life replacement effort, it
will generate net annual savings of about approximately $3.9 million from lower support costs
(maintenance labor and spares) associated with the new 1JC subsystems. Based on these savings,
this program is expected to produce a 28.7 percent return on investment (ROI).

This program was approved by the Postmaster General on December 19, 2019. The 1JC upgrades
funded under this DAR were deployed from February 2020 to September 2021. The program was
completed in December 2021. Actual investment costs totaled $10.54 million. While the first year
operating cost was greater than expected at $6.8 million, the program generated net annual
savings of approximately $5.1 million, resulting in a 61.6 percent ROI (see section 4).




2. dentify a metric or metrics that are being used or will be used to measure the impact of the cost
reduction initiative (DAR Program). Provide a narrative description of the metric or metrics, a
narrative explaining the reason for selecting each metric, and a schedule approximating the
months and fiscal years in which the cost reduction impact is expected to be measurable.
Please populate the metrics table below, clearly identify the fiscal year and/or quarter for the
Target and Actual data entered, and provide a detailed narrative addressing each metric. One
or more metric needs to be provided to show how the cost reduction will be measured.

Each program metric is chosen to represent the potential impact of the proposed technology to
operations efficiency. The IJC impacts letter mail processing, and the metrics were chosen to
represent the potential expected impact to support labor and parts cost. Postal maintenance work
hours will compare maintenance work hours per year for new 1JC to baseline legacy IJC maintenance
hours. I1JC spare parts cost will compare the cost of new IJC spare parts to the cost of baseline legacy
I1JC spare parts.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see the updated cashflow that reflects a 61.6 percent ROI and a $12.7 million NPV based on
actual program costs and estimated benefits as reflected in the metrics table (in Section 2).

Investment
timing
change Yes - See associated updated cash flow reflecting actual payments

Investment Yes - Actual spend less than approved DAR amount; Approved DAR funding =
level change $12.90 million; Est. Actual Spend = $10.54 million

Schedule Yes - See associated updated cash flow file reflecting actual deployment
changes timeline

DAR Equipment
Deploy End Date: | Jul-20

Actual Equipment
Deploy End Date: | Sept-20

Savings level No - Savings level in DAR is appropriate; Cash flow update reflects deployment
changes schedule changes only

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the updated cashflow.

DAR ROI: 28.7%
Updated ROI: 61.6%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Savings reflect historical maintenance workhours and spare parts costs of the legacy systems that
were retired.




6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

N/A

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A. This program was completed on December 30, 2021.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Atlanta, GA Mail Processing Consolidation

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This program will consolidate all the mail processing operations from the Atlanta Processing and
Distribution Center (P&DC), Peachtree P&DC, Atlanta Mail Processing Annex (MPA), and Atlanta
Package Support Annex (PSA) into the new Atlanta South Metro P&DC. The Postal Service is
expected to see savings through the elimination of future lease costs, as well as a reduction in labor
and transportation costs from the elimination of duplicate mail processing operations. In addition to
these savings, the service performance in the Atlanta region is expected to improve significantly.

This Decision Analysis Report (DAR) business case was approved for a total of $125.8 million to
build out the facility to serve as the new Atlanta South Metro P&DC. This includes $99.1 million in
capital investment funding and $26.7 million in deployment/implementation expense funding. Over
the 11-year analysis period, the project has an estimated net present value (NPV) of $32 million and
a projected return on investment (ROI) of 13 percent.

This program was approved by the Postmaster General on February 18, 2022. The lease was
executed in May 2022. The design and construction contracts were also awarded in May 2022.
Construction began at the end of August 2022 and is expected to continue through Q4, FY2023.




Identify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

The key driver is the operational savings that will be realized by consolidating multiple processing
facilities into a single processing facility. These metrics were selected because they represent the
three major types of savings in the Atlanta region that will be realized once the new leased facility is
operational. These include the following:

1.
2.
3.

Elimination of lease costs

Reduction in transportation costs versus the current operational baseline of the four facilities.
Reduction in labor costs from letter processing improvements, allied labor optimization,
maintenance staff optimization, and administrative and supervision staff optimization based on
similar large metropolitan facilities.

In addition to these savings, the service performance in the Atlanta region is expected to improve
significantly.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The estimated NPV for this project is $32 million, with an expected ROI of 13 percent.

Lease Costs Avoided — The new P&DC has the capacity to house operations from the leased facilities
in the Atlanta region. With the P&DC up and running, the current leased facilities will no longer need to
be leased; therefore, the Postal Service will no longer incur those costs going forward.

Allied Labor — Allied labor allocation in the Atlanta region is higher than other similar metropolitan
facilities. Aligning the new facility in Atlanta with the current staffing of other similar facilities is
expected to result in an improvement over the current baseline. This would generate savings of
approximately $7.4 million annually.

Maintenance Labor — Due to the separate facilities, maintenance staffing is not optimized in the Atlanta
region. Consolidation to a single facility is expected to optimize maintenance staffing and generate
savings of approximately $6.0 million annually.

Administrative and Supervisor Labor — Due to the separate facilities, administrative and supervisor
staffing is not optimized in the Atlanta region. Consolidation to a single facility is expected to optimize
staffing and generate savings of approximately $0.3 million annually.

Transportation Savings — Consolidating facilities that require separate trips among one another as well
as delivery units will reduce the overall required number of trips. Consolidation to a single facility is
expected to generate savings by eliminating these trips.

Although not a metric identified in the response to Question 2, the Postal Service expects additional
productivity savings as follows:

Letter Processing — A productivity increase is expected by consolidating numerous letter processing
operations into one location. Through consolidation, volume density is expected to increase, thus
improving operational efficiencies and generating an estimated savings of approximately $2.9
annually.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the associated DAR cash flow.

DAR ROI 13%
Current Projected ROI 13%

Since this is a new program that was just approved in Q2, FY2022, the projected ROI is still 13
percent.




5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

The lease execution and design contract award were delayed due an adjustment in the scope of the
project, which caused construction to begin one month behind schedule. Construction is now expected
to be completed at the end of September 2023, approximately three and a half months later than
originally planned. The delay impacted the planned start of operations relocation and post-construction
activities, which are now expected to begin in October 2023. The relocating of operations is expected
to last one month while post-construction activities are expected to continue through Q3, FY2024. The
leases for the facilities that will no longer be needed are expected to be terminated by FY2026.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The program’s scope was adjusted to include new material handling solutions and a new package
sorter which impacted the facility design. This delayed the awarding of contracts and the beginning of
construction.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None planned at the time of this report.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Automated Guided Vehicle (AGV) Program - Phase 2

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The total of $51.2 million ($47.3 million in capital and $3.9 million in deployment/implementation
expense) to purchase and deploy Automated Guided Vehicles (AGVs) at mail processing facilities
between February 2020 and November 2020. First-year operating costs in Fiscal Year (FY) 2020
were estimated to be $2.6 million, resulting in an approval threshold amount of $53.8 million. The net
operational savings generated by this program was estimated to produce a 26.8 percent return on
investment (ROI), with an actual ROI of 26.2 percent. See section 4.

An AGV is an unmanned, portable robot that follows markers/wires on the floor, or uses vision,
magnets, or lasers for navigation. They are most often used in industrial applications to move material
around a manufacturing facility or warehouse. The Postal Service is pursuing AGV technology
solutions to target savings opportunities in transporting mail between docks and mail processing
equipment (MPE), an area that has had minimal benefits from automation to date. The AGV has the
ability to change this and allow the Postal Service to generate labor savings in this area.

The program was approved by Postmaster General on November 19, 2019.
DAR Plan Completion Date: April 30, 2021.
Actual Completion Date: September 30, 2022.

2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

AGV Operational Time is the time spent by an AGV performing mail move operations — going to a pick
location, picking a load, transporting that load, and depositing the load. This metric directly measures
how often an AGV is used (instead of a manual vehicle). AGV availability is the time an AGV is notin a
maintenance status, and therefore available for work, which measures system reliability. Field bid
positions removed tracks whether the number of bid jobs committed to by Operations has been
removed, resulting in cost savings.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see below for the expected impact of the cost reduction initiate using the metrics identified.

Cash Flow Analysis Period FY2020 — FY2031

Total Operating Costs: $37.7 million

Total Net Operating Savings: $165.4 million

Net Present Value discounted at 7.85%: $55.5 million

An updated cash flow projection with revised deployment schedule and FY22 maintenance costs
results in the following estimated impacts:

Cash Flow Analysis Period FY2020 — FY2031

Total Operating Costs: $33.3 million

Total Net Operating Savings: $136.3 million

Net Present Value discounted at 7.85%: $39.3 million

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

The expected financial impacts over the 12-year analysis period as shown in the DAR are provided
below.

DAR Target Return on Investment: 26.8%
Updated Return on Investment: 26.2%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Parties have indicated while bid position reductions are below plan, overtime reductions are
also being utilized to achieve savings.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

N/A

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None planned at the time of this report.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Biohazard Detection System (BDS) In-House Logistics

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon completion
(committed capital investment and committed expense investment), DAR start and end dates,
current plan start and finish dates, and any intermediate deadlines). Describe in detail how the
program will result in cost savings for the Postal Service.

The original Biohazard Detection System (BDS) In-House Logistics Program Decision Analysis Report
(DAR) was approved by the Postmaster General on June 11, 2021. The total approved funding
included $35.6 million in expense investment funding. No capital funds were required. There was a
DAR Modification Request to acknowledge the delays experienced in moving the program forward and
to provide an updated implementation timeline and cash flow that aligns with current expectations. The
total investment funding request did not change; it remained at $35.6 million in expense investment
funding, with no capital funding required. The first-year operating costs in fiscal year (FY) 2021 are
estimated to be $114,155, resulting in an approval threshold amount of $35.7 million, which is a $2.8
million reduction from the original approval threshold amount of $38.5 million.

The BDS equipment works in conjunction with letter cancellation equipment and serves as an early
warning system for the presence of biohazards. The BDS unit tests for the presence of Bacillus
Anthracis (anthrax) at the start of the mail processing stream and provides the test results before mail
leaves the facility. While BDS is essential to Postal employees’ and customers’ safety and security,
maintenance and repair of this equipment is very costly to the Postal Service.

The modified DAR acknowledged the delays experienced in moving this program forward and
provided an updated implementation timeline and cash flow that aligns with current expectations. The
total investment funding request did not change; it remained at $35.6 million in expense investment
funding, with no capital funding required.

Training is expected to continue through Q3, FY2023. The overall DAR program is now expected to
be completed at the end of Q4, FY2023.

2. ldentify a metric or metrics that are being used or will be used to measure the impact of the cost
reduction initiative (DAR Program). Provide a narrative description of the metric or metrics, a
narrative explaining the reason for selecting each metric, and a schedule approximating the
months and fiscal years in which the cost reduction impact is expected to be measurable. Please
populate the metrics table below, clearly identify the fiscal year and/or quarter for the Target and
Actual data entered and provide a detailed narrative addressing each metric. One or more metric
needs to be provided to show how the cost reduction will be measured.

Each program metric is chosen to represent the potential impact of the proposed technology to
operations efficiency. BDS Logistics support impacts the operation of letter cancellation equipment.
The maintenance of that equipment directly affects the system availability. Additionally, the potential
costs of internal versus external maintenance are expected to yield savings.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using the
metric(s) identified. Please attach any supporting documents needed to fully respond to the

request.

This program is ongoing and therefore there is no new or additional data at this stage to reference to
report any impacts on cashflow impacts.

Overall
Program Status

Active Program

Update to DAR Yes - see attached updated cash flow
to cash flow
Investment Yes - see attached updated cash flow reflecting actual payments through end
timing change of FY 2022
Investment None Required
level change
Schedule None Required — the current schedule is tracking with the associated
changes approved DAR modification request.
Savings level None Required

changes




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact as
measured by the selected metric(s) identified.

See associated DAR cashflow.

DAR Modification Request Target ROIl: 22.2%
Updated ROI: 19.1%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance between
the information provided in the DAR business case and the current plan for the DAR program.

N/A (ongoing program currently)

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or will
take to align the impacts with the schedule.

N/A

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Charlotte, NC Mail Processing Consolidation

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The new Charlotte/Mid-Carolina, NC Processing and Distribution Center (P&DC) will combine mail
processing operations. By combining these operations into one modernized facility, the Postal
Service will improve mail processing capabilities, maintenance operations, transportation efficiency,
and overall service performance. The new P&DC is designed to provide optimal mail flow and
improved employee working conditions while remaining adaptable for future changes.

This Decision Analysis Report (DAR) business case was approved for a total $86.7 million to build out
the facility to serve as the new Charlotte/Mid-Carolina P&DC. The total investment funding includes
$66.8 million in capital investment and $19.9 million in deployment/ implementation expense. Over
the 16-year analysis period, the project has an estimated net present value (NPV) of $81.8 million and
a projected return on investment (ROI) of 19 percent.

This program was approved by the Postmaster General on June 10, 2022. The lease was executed in
June 2022. The design and construction contracts were awarded in September 2022. Construction
and the relocation of operations is expected to begin in Q2, FY2023 and is expected to continue
through Q2, FY2024.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
guarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

The key driver is the operational savings that will be realized by consolidating multiple processing
facilities into a single processing facility. These metrics were selected because they represent the
three major types of savings in the Charlotte region that will be realized once the new leased facility is
operational. These include the elimination of lease costs, the reduction in transportation costs versus
the current operational baseline of the facilities, and a reduction in labor costs from letter processing
improvements, allied labor optimization, maintenance staff optimization, and administrative and
supervision staff optimization based on similar large metropolitan facilities.

In addition to these savings, the service performance and processing capabilities in the Charlotte
region is expected to improve.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The estimated NPV for this project is $81.8 million with an expected ROI of 19 percent.

Lease Costs Avoided — The new P&DC has the capacity to house operations from the leased facilities
in the Charlotte region. With the facility up and running, the current leased facilities will no longer be
needed; therefore, the Postal Service will no longer incur those costs going forward.

Allied Labor — Allied labor allocation in the Charlotte region is higher than other similar metropolitan
areas due to the split operations across facilities. Aligning the new facility in Charlotte with the current
staffing of other similar facilities is expected to result in an improvement over the current baseline. This
would generate savings of approximately $6.3 million annually.

Maintenance Labor — Due to the separate facilities, maintenance staffing is not optimized in the
Charlotte region. Consolidation to a single facility is expected to improve staffing and generate savings
of approximately $2.6 million annually.

Administrative and Supervisor Labor — Due to the separate facilities, administrative and supervisor
staffing is not optimized in the Charlotte region. Consolidation to a single facility is expected to
optimize administrative and supervisor staffing and generate savings of approximately $0.5 million
annually.

Transportation Savings — Consolidating facilities that require separate trips among one another as well
as delivery units will reduce the overall number of trips. Consolidation to a single facility will eliminate
trips and is expected to generate savings of approximately $3.9 million annually.

Although not a metric identified in the response to Question 2, the Postal Service expects additional
mail processing savings as follows:

Mail Processing — A is expected by consolidating numerous letter and parcel processing operations
into one location. Through consolidation, volume density is expected to increase thus improving
operational efficiencies.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the associated DAR cash flow.

DAR ROI 19%
Current Projected ROI 19%

Since this is a new program that was just approved in Q3, FY2022, the projected ROI is still 19
percent.




5. Provide an explanation of the trends, changes, or other reasons that caused any variance

between the information provided in the DAR business case and the current plan for the DAR
program.

The lease was executed three months later than originally planned, which delayed the awarding of
contracts for both design and construction. The design and construction contracts were awarded in
September 2022. Construction and the relocation of operations is expected to begin in Q2, FY2023

and is expected to continue through Q1, FY2024. The leases for the facilities that will no longer be
needed are expected to be terminated by FY2027.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

Although the delay in lease execution impacted the expected start of construction, the relocation of
operations is still expected to be completed in Q1, FY2024 as originally planned.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None planned at the time of this report.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Chicago, IL Mail Processing Consolidation

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The New Chicago Network Distribution Center (NDC) will combine all mail processing operations from
three current processing centers. By combining these facilities into one repurposed modernized
facility, the Postal Service will improve mail flow within and between facilities, achieve substantial
savings by not renewing leases, and improved service for the Chicago metro area.

This Decision Analysis Report (DAR) business case was approved for a total of $65.1 million to
remove the Parcel Sorting Machine (PSM), Sack Sorters, and supporting material handling
infrastructure from the Chicago, IL NDC to relocate mail processing equipment into the Chicago NDC.
The Chicago NDC will also be updated with modern telecom IT equipment, lighting, electrical, and
workroom offices and bathrooms in addition to new mail handling equipment and a realigned HVAC
system. This program includes a capital investment of $26.6 million and an expense investment of
$38.5 million. The total net operating variance for this project is $224 million over the 10-year analysis
period. The total funding allows for the repurposing of the Postal-owned Chicago NDC as the New
Chicago NDC which will be the regional package consolidation facility for the Chicago metro area. The
estimated net present value (NPV) for this project is $92.4 million with a return on investment (ROI) of
17.6 percent.

This program was approved by the Postmaster General on June 10, 2022. Contract award and build-
out activities began in Q4, FY2022. Construction is expected to continue through January 2023.
Post-construction activities are expected to continue through the start of Q1, FY2024.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

The key driver is the operational savings that will be realized by consolidating multiple processing
facilities into a single processing facility in an accelerated timeline. These metrics were selected
because they represent the two types of major savings that will be realized once the consolidated
facility is operational. These include the elimination of the lease costs, and the reduction in labor
costs from letter processing improvement, allied labor optimization, maintenance staffing optimization,
and administrative and supervisory staffing optimization based on similar large metropolitan facilities.
The productivity metric will utilize mail processing variance (MPV) to measure pieces per work hour by
Labor Distribution Code (LDC) 13 employees at the consolidated Chicago NDC. The priority mail
service performance metric will measure the Priority Mail failure rate for the Chicago ecosystem.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The net present value (NPV) for this project is $92.4 million with an expected return on investment
(ROI) of 17.6 percent.

Lease Costs Avoided — With the New Chicago NDC up and running, the current leased facilities will
no longer be needed; therefore, the Postal Service will no longer incur those costs going forward.

Mail Processing — Through consolidation, volume density is expected to increase, thus improving
operational efficiencies and generating an estimated savings of $4.3 million annually.

Although not a metric identified in the response to Question 2, the Postal Service expects additional
labor savings as follows:

Allied Labor — Aligning the new facility for Chicago with the current staffing of other similar facilities
would generate savings of approximately $5.6 million annually.

Maintenance Labor — Due to the separate facilities, maintenance staffing is not optimized.
Consolidation to a single facility is expected to optimize maintenance staffing and generate savings of
approximately $11.1 million annually.

Administrative and Supervisor Labor — Due to the separate facilities, administrative and supervisor
staffing is not optimized. Consolidation to a single facility is expected to optimize administrative and
supervisor staffing and generate savings of approximately $466,000 annually.




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the associated DAR cash flow.

DAR ROI 17.6%
Updated ROI N/A

Since this is a new program that was just approved in Q3, FY2022, the projected ROI is still 17.6%.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

The contract award was delayed due to the finalizing of demolition and build-out plans. However, after
the contract was awarded, operations relocation started ahead of schedule in Q4, FY2022, so the
facility could be operational in time for peak season FY2023. The leases for the facilities that will no
longer be needed are expected to be terminated by Q1, FY2026.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The relocating of equipment within the Chicago NDC began ahead of schedule in early September
2022, so the facility could be operational in time for peak season FY2023.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None planned at the time of this report.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Expansion of Package Sorters Phase 3

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The APBS Bin Expansion program is an effort to increase the size of current APBS machines by
adding additional output bins to the sorting machines. This addition of output bins allows for sites to
create more separations which helps reduce additional rework needed to continue separating the mail.
This reduces the need to separate the mail by either reducing need to do a secondary run on the
machine or reducing the need for manual sortation of mail outside the machine’s sorting plan.

The APBS Bin Expansion program is currently completed.

Investments
Investments are less than estimated in the DAR. The reductions were achieved through supply chain
savings and using internal resources to install the equipment instead of outside vendors.

DAR Committed Cost
Capital $15,366,700 $9,527,978
Expense $2,300,000 $1,316,784
Total $17,666,700 $10,844,762

During late 2020 the decision was made to bring the relocation and expansion activities in-house.
Additionally, cost saving measures were used by Supply Management through competitive bidding and
market research. With the use of in-house resources instead of contracting the work externally,
significant savings were made to have our final costs under the original estimated DAR amount.

Schedule

The program schedule has been delayed due to COVID-19 and associated impacts (supply chain
limitations, increased parcel volumes, labor availability, etc.).

Date of DAR Approval: May 29, 2019

Completion date (DAR): October 1, 2020

Completion date (Actual): September 30, 2022

The DAR cash flow has been updated to reflect the schedule change.

Savings

This project captures savings by improving the efficiency of parcel sorting operations. Additional bins
on the APBS allow more parcels to be finalized on the machine. This reduces the amount of mail that
must be manually finalized before dispatch. Based on the actual data the cash flow will be updated.
Service is also improved by reducing the processing time for some mail.

Residual volume data is still being gathered which will be used to calculate savings. A reduction of
residual volume will reduce the number of pieces needed to be handled through machine reruns or
manual sorting. This will be updated on the cash flow and will show an updated ROI. The cash flow
provided shows an ROI of 100.4% based on savings calculated on the original cash flow and actual
investments made under this program.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Residual Total Pieces Handled refers to the reduction of residual volume that a machine produces
because with limited output, not all packages can be sorted. With an expansion of bin outputs and
increased separations, these originally out-of-sort volumes can now be sorted, reducing total residual
pieces needed to be handled through machine reruns or manual sorting.

APBS Productivity was not expected to be reduced due to any machine expansion installations. This
metric is meant to show that total pieces handled per workhour of the machine will not be negatively
affected by the expansion.

LDC14 work hours are targeted to be reduced by reducing rehandling of residual volumes and
avoiding manual sorting operations. With the reduction of residual volumes, LDC14 hours can be
reallocated to handle other operations or to help with the potential increase in total volume. Work
hours saving are expected to be higher than originally anticipated.

Savings impact is estimated to be capturable six months after all deployment activities have been
completed. With six months of volume data, it is expected that cost reduction impact will be captured
starting February 2023.

Residual TPH is still to be gathered and under review.

3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The DAR and original cashflow had indicated an estimated net savings of $53.1 million over the 6-year
analysis period. COVID-19 impacts delayed deployment of the expansion installations which affected
expected cash flow savings. Actual investment data was used in the updated cash flow.




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Cash flow investments have been updated to reflect the actual deployment timeline. By increasing the
number of separations on the machine, the number of grouped bins or out of sort volume was reduced.
This reduces the amount of rehandling needed for the mail. Reducing the need for rehandling the mail

saves on manual sorting and other manual rehandling work.

The data is currently being reviewed to determine the actual savings.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

COVID-19 impacts delayed deployment of the APBS bin expansions. Personnel and equipment were
not readily available. Anchorage, AK P&DC was the last of the sites to get an expansion which
experienced additional delays due to its location and the ability to get materials (from Honolulu) and
personnel to the location quickly.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

To reduce costs, the decision was made to use internal resources from MTSC (Maintenance Technical
Support Center) to install the APBS bin expansions. The deployment costs were reduced, and better
internal skills were developed. When COVID started impacting the Postal Service, the installation team
had to work on mail processing tasks to keep mail processing running. As a result, the deployments
were significantly delayed.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

The program was competed in September 2022. Due to the schedule delays, savings were
also delayed. Savings are expected to be captured in later fiscal years.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Flex Rover Sorter

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon completion
(committed capital investment and committed expense investment), DAR start and end dates,
current plan start and finish dates, and any intermediate deadlines). Describe in detail how the
program will result in cost savings for the Postal Service.

The Flex Rover Sorter (FRS) DAR program is designed to reduce labor cost for manual sorting
operations. This equipment directly replaces and/or augments manual sorting cells to increase
productivity and parcel visibility since every parcel is required to be scanned to be sorted. In manual
operations, the mail handler can sort without scanning the parcel. This equipment is shown to work
exceptionally well for processing Non Machinable Outsides (NMO’s). NMO's are parcels that are too
big or too heavy to be processed on traditional sorting machines.

Most of this equipment being deployed to the Parcel Support Annexes (PSA’s). In the past, seasonal
parcel support annexes did not have processing equipment and all parcel sortation was done manually.
Due to the novel design and setup of the FRS equipment that allows for high flexibility with the layout
and system sizing, this equipment is beneficial and applicable to Function 4 Delivery Unit applications
as well, where traditional sorting equipment that doesn’t qualify due to space or parcel volume
constraints.

The FRS program status: The program was approved July 1, 2021. Deployment began October 4,
2021, and finished December 31, 2021, compared to the DAR dates of September 8, 2021, and
November 17, 2021, respectively. Approximately one year of Post Deployment was added to the
schedule for camera tunnel retro-fitting, ordering site spares and depot spares, and for maintenance
training. The DAR envisioned a $100,000 supplier support contract culminating upon completion of
deployment. In reality, $1,247,500 supplier support contracting was needed to train and migrate system
support to Postal Maintenance and other Postal support groups due to the specialized skills and
knowledge required for the Flex Rover equipment. The core deployment efforts have been completed
and shown to improve productivity. There is a possibility of modifying this DAR to extend it another year
to include additional support and maintenance services from the FRS; this has not yet been
determined.

The FRS DAR program was approved for a total of $30.8 million in investment funding ($30.4 million for
capital and $0.375 million for deployment/implementation expense).

The program will end with total capital cost of $28.1 million, and total expense investment cost of $1.5
million for a combined program investment total of $29.6 million.

This program reduces LDC-13 and LDC-17 labor cost with the added benefit of increasing parcel
visibility for our customers (the quantitative value of this benefit is not noted or reflected in this DAR).

Additional savings not captured include the limited amount of maintenance needed. The FRS requires
less than 80 hours of maintenance per year.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

These metrics will continually be monitored by HQ Operations and HQ Engineering Systems on a site-
by-site basis to ensure proper use of this equipment throughout the entire life of this equipment.

Throughput as measured by Parcels Per Hour (PPH) was selected as a core performance metric as
this has direct correlation to the labor hours needed for processing mail and parcels. The ‘Actual’
number is the average between the highest performing system users and the lowest performing
system users.

System Error Rate (mis-sorting) was chosen as a performance metric to validate and ensure the
accuracy of the sorting itself. We have a low threshold for mis-sorting. Further investigation into why
the error rate is sometimes greater than 0% revealed the root cause is predominately either the sort
plan that is missing ZIP codes or the IDS & TRP databases returning bad bin destination information
which is presumed to be caused by poorly printed and placed labels. International labels are often the
most challenging.

Staffing is the last performance metric listed for this DAR program. Staffing along with throughput
allow us to calculate the pieces per work hour (PPWH) which is a core metric to compare this
equipment with other equipment and processes to determine the actual labor savings.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

With all the FRS systems processing mail for 2 tours per day and for 302 days a year, the Postal
Service can expect to save approximately $25 million per year in labor cost as per our FRS cash flow
document. The staffing reduction estimate is modest, and the actual labor savings can potentially be
much higher per year.

An additional staffing benefit, although not quantified in this DAR, is that sites with the FRS have less
demand for craft employees for manual sorting of mail and parcels, and those employees can be used
to staff the traditional sorting machines and other areas within the processing facilities that are
chronically understaffed, thus improving each facility’s processing efficiency as a whole.




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

This DAR partially achieves its expected impact. Most of this equipment was deployed to Parcel
Support Annexes (PSAs), which provided a great benefit to the organization by providing extra
processing power and effectively extending the processing plants capabilities with minimal staff without
constraining the parent plants staffing. The downside is most of these PSA'’s only operated for 6-8
weeks, which falls short of the 302 days per year requirement stated in this DAR. Since the end of the
2021 peak season, we have relocated most of this equipment to facilities that operate year-round.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

As stated in question #4 above, this equipment was deployed to temporary facilities which
constrained labor savings until this equipment was able to be relocated.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

During the initial PSA deployment Postal Services effectively worked with the supplier to deploy this
equipment in a very compressed time frame to meet peak season needs.

The supplier took on extra risk ordering parts and equipment during a time of severe supply chain
constraints to be able to meet Postal Service’s needs.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

Since the original FY21 peak season FRS deployment, we have developed additional system features
that improved the system capability, function, and performance. These updates include software and
logic changes, as well as, additional features such as dual-induction and expanded field to allow for
more separations.

Throughout the remainder of 2022 and early 2023, the FRS systems in the field will be upgraded with
new software and with the extra features where appropriate. These additional performance
enhancements are not reflected on the current DAR or cash flow document.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Indianapolis, IN Mail Processing Consolidation

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This program will consolidate all the mail processing operations from the Indianapolis Processing and
Distribution Center (P&DC), Indianapolis High School (HS) Road Annex, Indianapolis Package Support
Annex (PSA), and Indianapolis Mail Processing Annex (MPA) into the new Indianapolis P&DC. By
combining smaller operations into one modernized facility, the Postal Service will improve mail
processing capabilities, maintenance operations, transportation efficiency, and overall service
performance. The new Indianapolis P&DC is designed to provide optimal mail flow and improved
employee working conditions while remaining adaptable for future changes.

This Decision Analysis Report (DAR) business case was approved for a total of $149.9 million to build
out the facility to serve as the new Indianapolis P&DC. This includes $117.4 million in capital
investment funding and $32.5 million in deployment/implementation expense funding. Over the 16-
year analysis period, the project has an estimated net present value (NPV) of $128.1 million and a
projected return on investment (ROI) of 18 percent.

This program was approved by the Postmaster General on May 26, 2022. The lease was executed in
May 2022. The design contract was awarded in June 2022, and the construction contract was
awarded in September 2022. Design work began in September 2022 and is expected to be
completed in Q2, FY2023. Construction work began in September 2022 and is expected to continue
through Q1, FY2024.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

As a result of this program, the Postal Service expects improvement in service levels for pieces
originating from the Indianapolis area. In addition to improving the service levels in the area while also
allowing for an increased package processing capability to include package volume growth, there are
operational savings that will be realized by consolidating four processing facilities into a single,
modernized processing facility. The productivity metric will utilize mail processing variance (MPV) to
measure pieces per work hour by Labor Distribution Code (LDC) 13 employees at the consolidated
P&DC. The priority mail service performance metric will measure Priority Mail on-time delivery for the
Indianapolis ecosystem.

There are three types of major savings that will be realized once the new leased facility is operational.
These include the elimination of the lease costs for the Indianapolis HS Road Annex, Indianapolis
PSA, and Indianapolis MPA; the reduction in transportation costs versus the current operational
baseline of the four facilities, as interfacility transportation will no longer be needed; and the reduction
in labor costs from letter processing improvement, allied labor optimization, maintenance staffing
optimization, and administrative and supervisory staffing optimization based on similar large
metropolitan facilities.

In addition to these savings, working conditions, service performance, and processing capabilities in
the Indianapolis region are expected to improve.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The estimated NPV for this project is $128.1 million with an expected ROI of 18 percent.

Lease Costs Avoided — The new P&DC has the capacity to house operations from the leased facilities
in the Indianapolis region. With the facility up and running, the current leased facilities will no longer
need to be leased; therefore, the Postal Service will no longer incur those costs going forward.

Mail Processing — Consolidation is expected to optimize letter and parcel processing operations at the
new P&DC. Through consolidation and equipment upgrades, volume density and productivity are
expected to increase thus improving operational efficiencies and generating savings of approximately
$8.8 million annually.

Although not a metric identified in the response to Question 2, the Postal Service expects additional
labor and transportation savings as follows:

Allied Labor — Allied labor allocation in the Indianapolis region is higher than other similar metropolitan
facilities due to the split operations across facilities. Aligning the new facility for Indianapolis with the
current staffing of other similar facilities is expected to result in an improvement over the current
baseline. This would generate savings of approximately $8.7 million annually.

Maintenance Labor — Due to the separate facilities, maintenance staffing is not optimized in the
Indianapolis region. Consolidation to a single facility is expected to optimize maintenance staffing and
generate savings of approximately $7.1 million annually.

Administrative and Supervisor Labor — Due to the separate facilities, administrative and supervisor
staffing is not optimized in the Indianapolis region. Consolidation to a single facility is expected to
optimize administrative and supervisor staffing and generate savings of approximately $1.1 million
annually.

Transportation Savings — Consolidating facilities that require separate trips among one another as
well as delivery units will reduce the overall number of trips. Consolidation to a single facility will
eliminate trips and is expected to generate savings of approximately $7.9 million annually.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the associated DAR cash flow.
DAR ROI 18%
Current Projected ROI 18%

Since this is a new program that was just approved in Q3, FY2022, the projected ROI is still 18
percent.




5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

The lease was executed one month later than originally planned, which delayed the awarding of
contracts for both design and construction. The design contract was awarded one month late in June
2022, and the construction contract was awarded one month late in September 2022. Design work
began shortly after, approximately four and a half months later than originally planned, and is expected
to continue through Q2, FY2023. Construction began in September 2022 and is expected to continue
through Q1, FY2024. The delay in the start of design and construction was caused by the lack of a full
operational space layout (OSL) for the contractor.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The delay in design finalization is expected to have a minimal impact on the schedule. Construction is
expected to be completed approximately one month later than originally planned.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None planned at the time of this report.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Memphis, TN Mail Processing Annex Consolidation

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This program will consolidate the mail processing network in the Memphis, TN metropolitan area.
Installation of new equipment such as a new Universal Sort System (USS), double induction Flex
Rover Sorter (FRS), and High-Speed Tray Sorter (HSTS) will significantly improve the processing
capacity. The deployment of new management technologies will improve compliment management
and allow the Postal Service to field test the feasibility of expanding the technology to other areas of
the network.

This Decision Analysis Report (DAR) business case was approved for a total of $45.2 million in
investment funding to build out the facility to serve as the new MPA. This includes $33.5 million in
capital investment funding and $11.7 million in deployment/ implementation expense. This program is
expected to produce a 12 percent return on investment (ROI).

The consolidation is expected to result in operational savings primarily from a reduction in lease costs,
transportation costs, and labor costs.

This program was approved by the Postmaster General on June 10, 2022. The lease was executed in
mid-July 2022. Construction began at the end of July 2022 and is expected to continue through Q4,
FY2023.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

As a result of this program, the Postal Service expects improvement in service levels for pieces
originating from the Memphis area. In addition to improving the service levels in the area while also
allowing for an increased package processing capability to include package volume growth, there are
operational savings that will be realized by consolidation. The productivity metric will utilize mail
processing variance (MPV) to measure pieces per work hour by Labor Distribution Code (LDC) 13
employees at the consolidated MPA. The priority mail service performance metric will measure
Priority Mail on-time delivery for the Memphis ecosystem.

There are three major types of savings in the Memphis region that will be realized once the new
leased facility is operational. These include the elimination of the lease costs, the reduction in
transportation costs versus the current operational baseline of the two facilities because the need to
offload parcels for processing will be eliminated, and a reduction in labor costs from allied labor
optimization and mail processing improvements based on similar larger metropolitan facilities.

In addition to these savings, working conditions and processing capabilities in the Memphis region are
expected to improve. Additional savings are possible as the transportation legs and mail processing
needs of the new ecosystem are completely realized.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The projected net present value (NPV) for this project is $9.8 million with an expected return on
investment (ROI) of 12 percent.

Lease Costs Avoided —The new MPA will have the capacity to house operations from the defined
leased facilities in the Memphis region. With the new MPA up and running, the current leased facilities
will no longer be needed; therefore, the Postal Service will no longer incur those costs going forward.

Mail Processing — Through consolidation and equipment upgrades, volume density and productivity is
expected to increase thus improving operational efficiencies and generating savings.

Although not a metric identified in the response to Question 2, the Postal Service expects additional
labor and transportation savings as follows:

Allied Labor — Allied labor allocation in the Memphis region is higher than other similar metropolitan
facilities due to the split operations across facilities. Aligning the new facilities for Memphis with the
current staffing of other similar facilities is expected to result in an improvement over the current
baseline.

Maintenance Labor — Due to the separate facilities, maintenance staffing is not optimized in the
Memphis region.

Administrative and Supervisor Labor — Due to the separate facilities, administrative and supervisor
staffing is not optimized in the Memphis region.

Transportation Savings — Consolidating facilities that require separate trips among one another as
well as delivery units will reduce the overall required number of trips.




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the associated DAR cash flow.

DAR ROI 12%
Current Projected ROI 12%

Since this is a new program that was just approved in Q3, FY2022, the projected ROI is still 12
percent.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

There was a 1-month delay in lease execution, and construction work began a week behind schedule.
Construction is now expected to be completed at the end of July 2023, approximately one month later
than originally planned. Post-construction activities are expected to take place through August 2023.
The leases for the facilities that will no longer be needed are expected to be terminated by Q3,
FY2027.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

Work associated with the relocation of operations has been ahead of schedule.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None planned at the time of this report.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: North Houston Processing and Distribution Center Expansion

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

Expansion of the North Houston Processing and Distribution Center (P&DC) was approved to facilitate
consolidation of several operations into one location. Construction on the expansion is complete. The
new network analysis has determined that North Houston will be converted to a Regional Processing
Distribution Center (RPDC). The new analysis rendered the pending Area Mail Processing (AMP)
outdated and unneeded.

The DAR program post implementation reviews (PIR) have been updated to reflect that there were no
savings from efficiencies that were originally forecast. The work hour savings that were forecast did
not materialize, but actually increased. Avoided lease costs are related to the relocation
administrative office spaces which are now housed in the expanded North Houston P&DC instead of
continuing to lease their previous quarters.

A total of $73 million in capital investment funding was approved for this program.
The program was approved by Postmaster General on August 5, 2013.

All construction aspects of the DAR program had been completed as of January 19, 2017.
The DAR program was reported as having been completed on December 31, 2021.

2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Net present value and return on investment are the metrics to evaluate this DAR program. These
metrics capture costs and benefits of the proposed actions over an anticipated 13-year analysis period.

The primary sources of savings are labor costs, which drove the negative net present value and no
return on investment. Additionally, consolidating some administrative functions from leased space to
the P&DC expansion produces minimal annual lease savings.

The original requested amount of $73 million was underspent by $13.5 million.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Net cost losses over the analysis period have been approximately $24 million per year, as shown on
the attached cash flow.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Substantial losses have been reported from this DAR program.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

The two consolidations have been canceled. The cancellations explain some of the variance in
expected savings from the DAR program.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The two consolidations have been canceled..

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

Changes in future fiscal years could occur because of changing operational needs or business
conditions.

This DAR program has not resulted in savings as originally projected.




PRC Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Package Recognition Upgrades Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This Decision Analysis Report (DAR) business case was approved for a total of $18.2 million in
investment funding, including $17.8 million in capital and $0.4 million in deployment/implementation
expense, to implement the Package Recognition Upgrades Program. This program is expected to
produce a 55.1 percent return on investment (ROI).

Advance funding of $1.5 million was approved by the Senior Vice President, Finance and Strategy, on
September 11, 2019. This advance funding was used for software development work for Release 1
which was deployed in February 2022.

This program will address critical end-of-life issues with the existing package recognition system that is
called the Package Turbo Remote Encoding Computer System (P-TRECS) and also improve its
performance. New technology will replace the aging hardware and new software will increase the
finalization rate of package images handled by P-TRECS. The software improvements will generate
labor savings at the Salt Lake City, Utah Remote Encoding Center (REC) by reducing the volume of
package images sent to the REC for resolution via manual keying.

This program supports continued activities to preserve and enhance the reliability, quality, and
efficiency of the Postal Service’s package automation program. In addition to preserving the financial
benefits provided by P-TRECS, the planned upgrades are expected to produce annual savings of
approximately $9.5 million to $10.7 million through the end of the cash flow analysis period primarily by
reducing existing manual processing (remote keying) labor costs.

This program was approved by the Postmaster General on November 21, 2020. A summary
highlighting the DAR program schedule follows:




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Package image volume sent to REC will compare new P-TRECS volume to baseline, REC keying work
hours will compare new hours to baseline hours, and P-TRECS finalization rate will compare new
release performance to baseline results. Baseline data is for the 12-month period that ended on
February 29, 2020. Shortly before each new software release, the baseline P-TRECS performance
will be remeasured and adjusted to reflect actual performance at that time. This will help ensure
impacts from mail base changes are properly reflected in the baseline figures used to measure the
benefits achieved from each release. The new baseline figures will be compared to those measured
shortly after a release is deployed to determine the level of improvement provided by the new software
and the actual work hour reductions to be assessed at the Salt Lake City REC.

3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see the updated cashflow that reflects a 22.3 percent ROl and a $8.01 million net present value
(NPV) based on actual program costs and benefits from software Release 1 and anticipated benefits
from software Release 2.

This program will reduce the package image keying workload at the REC. The resulting reduction of
current REC manual keying workhours, manual REC workhours avoided due to future package growth,
and energy savings contribute to an estimated annual savings of approximately $9.5 million to $10.7
million through the end of the cash flow analysis period.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the updated cashflow.

DAR RO 55.1%
Updated ROI: 22.3%

This program is currently developing software for Release 2. The updated cashflow is based on actual
program costs and actual benefits from software Release 1 and anticipated benefits from software
| Release 2.




5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

The updated 22.3 percent ROI is primarily due to a 34 percent decline in actual P-TRECS and REC
annual volume, which was greater than projected in the DAR. This volume decline lowered the
baseline REC work hours used to estimate labor savings, which in turn reduced the estimated ROI and
NPV.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

Development and testing of software Release 1 began in September 2020 and deployment was
completed in February 2022. Development and testing of software Release 2 began in July 2022 and
is expected to be completed in Q4, FY2023. The program schedule was delayed due to the addition of
real-time imaging, COVID-19 related supply chain issues, and peak season FY2022.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

Deployment of Release 2 is expected to be completed in Q4, FY2023, which has impacted the
schedule of cost reductions by delaying full operational savings to FY2024.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Parcel Sorting Machine (PSM) Intelligent Vision Robot (PIVR) Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The Parcel Sorting Machines (PSMs) Intelligent Vision Robot (PIVR) program Decision Analysis Report
(DAR) was approved by the Postmaster General on October 29, 2021, for a total of $116.4 million in
investment funding. This approved funding includes $105.6 million in capital and $10.8 million in
deployment/ implementation expense funding. First-year operating costs are expected to be $0.1
million. The PIVR program leverages industry proven robotics and intelligent vision to automate the
induction of packages into PSMs, greatly improving the productivity and performance of the sorting
machines. This program will deploy robotic induction systems for existing PSMs at the majority of
Network Distribution Centers (NDCs) across the country and includes an upgrade of existing induction
conveyors in addition to new robotic pick-and-place units.

Investments
Capital and expense investments will continue to be monitored as further changes are necessitated (if
any) by ongoing USPS organizational efforts towards NDC and network redevelopment.

DAR | Current Projections
Capital $105,595,959 $113,528,456
Expense $10,845,268 $2,758,983
Total $116,441,227 $116,287,439

Current investment projections have been updated to reflect the program’s actual costs resulting in a
portion of approved expense funding being reclassified as capital. The updated total investment after
reclassification is consistent with the initial DAR approved funding total.

Schedule

The initial commencement of the PIVR program was delayed by approximately three months. This
impacted the awarding of contracts, which was completed in August 2022. First Article Testing
(FAT) was completed in June 2022, approximately two months later than originally scheduled.
Deployment began approximately four months behind schedule in August 2022, however, due to
accelerations in planned deployments, the program is expected to be completed slightly ahead of
schedule in Q4, FY2023. As NDC and network redevelopment efforts continue to advance and
evolve, impacts to the PIVR program will be evaluated and schedule adjustments may occur. The
cash flow has been updated to reflect changes in the schedule.

Savings

This program captures savings by directly replacing staffed positions with fully automated equipment.
Additionally, because the robots are available to process mail at any given time, mail processing
capabilities are transformed into an “as needed” operation, improving service performance by
allowing mail to be processed in a more efficient manner.

The original DAR projected a return on investment (ROI) of 20.6 percent. Due to updates to the
program necessitated by USPS organizational realignment and modernization efforts, the ROI has
been revised to 15.1 percent. All savings include the consideration of increased maintenance
requirements at each facility and the provision of full Integrated Logistics Support (ILS).




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

The primary metric to be used for cost reduction capture is the Position Reduction metric. This
program will result in FTE reduction as long as each system is utilized as each system physically
consumes the space that the manual operation previously occupied. Therefore, the other four metrics
listed above are engineering metrics to be collected to ensure that each system is capable of
maintaining or exceeding all current processing capabilities and to ensure viability in achieving the
projected FTE reduction.

HSIU Productivity measures throughput, or peak possible induction of each system. This metric is
used to ensure the new systems maintain the mechanical capabilities of the replaced induction
systems.

Effective Throughput is the sustained throughput of each PIVR system under standard operation. The
target metric is important to ensure the PIVR systems maintain or exceed current operational
productivity.

Volume Distribution is the PIVR percentage fed. It is used to ensure that each PIVR system is utilized
to the full extent possible. System Availability is used to ensure each PIVR system is available to
process malil to retain all current operational productivity. Both metrics are being evaluated to ensure
that extra manual workhours are not required to supplement the PIVR systems to maintain current
operational productivity.

Deployment is expected to be completed at the end of Q4, FY2023, and therefore actuals for each
metric can be acquired for the program at the end of Q1, FY2024. However, initial system
deployments commenced in Q1, FY2023 and will continue through FY2023; therefore, metrics for
individual systems may be available throughout the fiscal year.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The DAR cash flow projected an estimated net savings of $273.3 million over the 11-year cash flow
analysis period. Delays due to funding approval, contract award, and other USPS organizational
efforts after the contract was awarded have impacted the projected savings for the PIVR program. The
updated cash flow projects an estimated net savings of $233.9 million over the same 11-year cash flow
analysis period.

The program savings have been updated to reflect the current projected deployment timeline, which
includes delays in savings capture as well as a reduction in overall savings due to the decommitment
of two NDCs from the planned program scope. The only metric impacted by this change is Position
Reduction.

Please refer to the updated cash flow provided for additional details on estimated savings.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the updated cash flow.

DAR ROI: 20.6%
Updated ROI: 15.1%

Savings for FY2022 are reflected in the updated cash flow which projects an FY2022 net savings of
approximately $1.2 million. The cash flow has been updated to reflect the actual deployment timeline.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

There are three primary drivers for the variance in the DAR business case and the current schedule.

e Funding approval and contract award delays caused a three-month delay to the start of the
program.

o New USPS initiatives for network redevelopment began after PIVR program commenced. This
impacted the PIVR program scope and may continue to impact the program in FY2023.

e Additional NDC specific scope necessary to ensure proper integration of PIVR equipment into
each unique NDC has been identified following the commencement of the program, which
slightly elevating costs.




6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

To mitigate the impact of the delays, the program evaluated and implemented strategies to increase
deployment capacity, therefore shrinking the overall deployment schedule. Due to these accelerations,
the program is expected to be completed slightly ahead of schedule in Q4, FY2023.

Additionally, the program has descoped two NDCs due to changing network redevelopment plans
which impacted the need for PIVR systems at these two NDCs. The program will continue to interface
with other USPS programs and continuously evaluate deployment plans as necessary.

Also, the program identified several facilities that deviate from the standard NDC in terms of existing
infrastructure and therefore require additional preparation to support the PIVR systems. This work will
be absorbed by the program but has resulted in higher costs per NDC than originally anticipated.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

There are no future fiscal year impacts currently forecast.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: PARS Combined Lift and Label for Intercept Mail (CLLINT)

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This Decision Analysis Report (DAR) was approved for a total of $6.0 million to implement the Postal
Automated Redirection System (PARS) Combined Lift and Label for Intercept Mail (CLL-INT)
Program. The approved funding includes $5.6 million in capital investment funds and $0.4 million in
deployment/implementation expense funds. There are no first-year operating costs expected.

With this program, the current two-pass lift and label operations required for over 100 million pieces of
Undeliverable as Addressed (UAA) Intercept mail performed on a Combined Input/Output Subsystem
(CIOSS) machine annually will be reduced to a single-pass operation in which most of these
mailpieces can be finalized by the Advanced Forwarding Reader (AFR) and labeled, thus eliminating
the need to perform a separate labeling run. The enhancements planned as part of this program will
simplify the PARS architecture and streamline PARS operations, thereby reducing operating costs and
improving operational efficiency. Over the 7-year analysis period, this program is expected to produce
a return on investment (ROI) of 26.1 percent.

This program was approved by the Postmaster General on March 3, 2021, and the project was
completed in October 2022.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Each program metric is chosen to represent the potential impact of the proposed technology to
operations efficiency. PARS impacts several operation units and the metrics were chosen to
represent the potential expected impact to each.

3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Investment timing Yes - see associated updated cash flow reflecting actual payments
change through end of FY2022

Investment level
change None Required

Schedule changes Yes — the software was deployed ending in June of 2022

Savings level
changes Yes — the DAR reflected a 26.1% ROI and actual is 32.6%.

Projected net operating savings over the 7-year cash flow analysis period totals $14.8 million versus
the original DAR projection of $12.8 million. Preliminary information shows that original performance
targets have been exceeded and additional cost control measures have been implemented.

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Please see the associated DAR cash flow.

DAR RO 26.1%
Updated ROI: 32.6%




5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

The DAR assumed a certain system intercept rate and productivity. The preliminary information shows
that these are being exceeded along with cost control measures that result in an ROl increase.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

N/A

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Philadelphia, PA Singer Building Facilities Optimization

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

On June 30, 2014, ownership of the Singer Building, located on the campus of the Philadelphia, PA,
Processing & Distribution Center, reverted to the Postal Service. To take advantage of owning this
50,000-square-foot building, the DAR approves a plan to consolidate various operations that were
housed in other leased facilities. The DAR program involves consolidating carrier operations from the
Paschall Station and Schuylkill Station into the Singer Building, moving the Eastern Law Department to
the Singer Building, moving William Penn carriers to the Philadelphia Main Office, and establishing new
retail locations for the Schuylkill and William Penn operations. The principal savings from this DAR are
expected to come from net avoided lease costs.

The DAR approved the following total expenditures: $8,676,000 in capital and $3,329,255 in expense
funds (for lease costs). DAR activities were originally expected to be completed in September 2017.

As of October 2021, the DAR program was nearly complete. Most of the construction work was
completed before March 2018, in accordance with the anticipated DAR timing; construction was
sufficiently completed to allow the leased operations to be moved and begin operating from the Singer
Building. Construction is complete. The project has been closed and completed as of September 16,
2022.

DAR Date of Approval: 6/24/2016 (PMG approval)
DAR Actual Finish Date: September 16, 2022




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Net present value and return on investment are the financial metrics to assess whether consolidating
these operations makes financial sense vs. continuing the status quo of leasing in multiple locations.
Financial analysis over the period from 2016 to 2026 showed that, when the costs were considered, it
was a better financial decision to relocate leased operations into an owned building.

The primary source of the return on investment is from net avoided lease costs. Secondary cost
savings were generated from the efficiencies of consolidating multiple carrier operations to a single
location; however, these savings were partially offset by increased transportation costs associated with
greater average distances to carrier routes.

The actual net present value and return on investment as of December 2022 are better than were
anticipated in the DAR program because actual construction costs realized have been lower than
were originally anticipated.

3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Total net savings of this DAR program over the 11-year analysis period are approximately $1.8 million
to $1.9 million per year, as shown in the cash flow provided




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

The anticipated net lease savings have been achieved. Other cost impacts and savings are estimated
to have been achieved. Total net savings range from $1.8 million to $1.9 million per year. At the same
time, the total realized construction costs for the project have been under $7 million.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Construction costs were lower than expected in the DAR program, reducing the required investment in
this program.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

Completion of the renovation of the Singer building has not been as fast as the DAR program
anticipated. The construction was completed in accordance with the DAR program and the operations
that were in leased locations were able to move-in and begin operating in accordance with the timeline
in the DAR. Construction actions have been completed in fiscal year 2022.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

The operational relocations described in the DAR program have been completed.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Robotic Induction System (RIS) Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

A total of $39 million ($37.7 million in capital and $1.3 million in deployment/implementation expense)
was approved to purchase and install Robotic Induction Systems (RIS) on a limited number of
Automated Parcel and Bundle Sorters (APBS).

The program was approved by Postmaster General on May 28,2022.
DAR Expected Completion Date: September 29, 2023.
Current Plan Completion date: September 29, 2023.

The program is expected to eliminate the need to staff an induction station with an employee that
separates and faces packages. By reducing the machine staffing for each hour of the operations will
provide cost savings related to labor. The APBS machines selected for retrofitting in this program
represent some of the more highly used machines. There are additional savings possible from this
program that are not reflected in the economic return projected. Robots do not require breaks and
are not subject to fatigue or other human factors that impact throughput and productivity.

2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Actual metric data is not available currently as project is in pre-deployment.

These metrics will be using End-of-Run (EOR) and Management Operating Data System (MODS) to
observe the operational runtime for packages along with Total Pieces Fed (TPF) during peak hours.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see below for the expected impact of the cost reduction initiate using the metrics identified.

Cash Flow Analysis Period FY2022 — FY2033

Total Operating Costs: $30.6 million

Total Net Operating Savings: $137.9 million

Net Present Value discounted at 5.61%: $59.8 million

An updated cash flow projection with revised deployment schedule and FY22 maintenance costs
results in the following estimated impacts:

Cash Flow Analysis Period FY23 — FY33

Total Operating Costs: $30.3 million

Total Net Operating Savings: $135.9 million

Net Present Value discounted at 5.61%: $58.8 million

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

The expected financial impacts over the 12-year analysis period as shown in the DAR are provided
below.

DAR ROI: 29.2%
Updated ROI: 32.4%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

USPS Supply Management and the Program Management team were able to negotiate favorable
pricing through a competitive solicitation resulting in an initial reduced commitment.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The program is not at the point of requiring any mid-implementation adjustments.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None at the time of this reporting.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Rural Route Resequencing and Optimization (RRO)

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The total of $15.5 million ($10.7 million in capital and $4.8 million in expense) was approved to develop
and implement a technology-based application for resequencing and optimizing rural routes.

Advanced algorithms will be used to transform Mobile Delivery Device (MDD) “breadcrumbs,” scan
Product Tracking Record (PTR) data, delivery addresses from Address Management Systems (AMS),
and road network data into critical travel and cost information needed to automatically optimize rural
routes.

Original DAR approved by Postmaster General was on March 21, 2019, and modification on March
23, 2022.

DAR Expected Completion Date: December 2, 2019.

Current Plan Completion Date: September 30, 2023.

Initial deployment of this program focuses on resequencing individual routes for the most efficient and
safest line of travel to serve all mailboxes on a particular route. The future deployment will transition to
full Unit Optimization (using optimization tools to reconstruct every route in a specific zone for the most
efficient/safest line of travel to serve all boxes). To optimize the routes, algorithms are used to process
breadcrumbs collected using Global Positioning System (GPS) from every Mobile Delivery Device
(MDD), scan Product Tracking Record (PTR) data, delivery addresses from Address Management
Systems (AMS), and road mapping network. Use of this data would allow for measurement of each
segment of a route and provide a digital Rural Carrier Line of Travel (PS Form e4003).

The scope of the project changed when it was determined that digitization of rural routes could be
used to align a carrier’s paid miles to the route’s actual miles driven. There is a direct savings both in
mileage associated costs and also in a carrier’s salary.

The program will result in annualized cost savings through the reduction of miles driven by rural
carriers to deliver a rural route, which in turn will reduce route evaluations and salaries on a portion of
these routes.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Route miles were chosen as they are the core of the program by making the line of travel more
efficient while maintaining safety. The salary reduction is an indirect benefit of the reduction in mileage.
A metrics will start the quarter after the reduction has been implemented and is calculated year over
year.

Rural Route Delivery Costs Reduction measures cost compared to 2020 and will be calculated when
the national project is complete.

Phase two is currently still in deployment and metrics are currently incomplete. Metrics will be
available at the end of Phase two.

3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see below for the expected impact of the cost reduction initiate using the metrics identified.

Cash Flow Analysis Period FY2019 — FY2026

Total Operating Costs: $1.5 million

Total Net Operating Savings: $339.7 million

Net Present Value discounted at 6.85%: $230.0 million

An updated cash flow projection with revised deployment schedule and FY22 maintenance costs
results in the following estimated impacts:

Cash Flow Analysis Period FY2019 — FY2026

Total Operating Costs: $1.5 million

Total Net Operating Savings: $267.7 million

Net Present Value discounted at 6.85%: $172.5 million




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

The expected financial impacts over the 8-year analysis period as shown in the DAR are provided
below.

DAR Target Return on Investment: 144%
Updated Return on Investment: 94%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Phase 2 of the optimization process launched in August 2022. The current process is to complete the
pilot, review the results and determine if we are to push a national roll-out. If a national roll-out is
determined a DAR Modification Request will be needed to complete this task. Mileage reduction is
above original projections.

Rural route delivery cost reduction is behind schedule and has not met the metric. The savings will be
reduced based on the year over year methodology and phase two not completing by the FY2022
timeline and over simplified software in Phase 1 not allowing users to change line of travel for safety
reasons. This was corrected pre-Phase 2. Many routes needed to update RRECS mapping as a
prerequisite, which caused additional delays but mitigating training has been implemented. As the field
moves to the new RRECS system this issue will be minimized.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The program was updated to receive RRECS (Rural Route Evaluation Compensation System)
completed routes instead of a simple digitized route which delayed the ability to start until August 2022.
The August date allowed for needed upgrades as well as RRECS mapping to be completed as it was
found that mass initial whole route mapping in RRECS was negatively impacted by RRO running
congruently as both rely on the Line of Travel Manager system. Those impacts were not seen during
Phase 2 as major mapping for RRECS was complete. Due to the amount of upgrades put into RRO for
phase 2 it was deemed prudent to test with four thousand routes and include a District with different
street grid structure. A Phase 3 to complete all national routes will now be needed to finish the DAR
program.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

Phase 2 was started in August 2022. This has pushed the savings potential from starting in January
2022 to August 2022.




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Small Delivery Unit Sorter (SDUS) Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The original Small Delivery Unit Sorter (SDUS) Program Decision Analysis Report (DAR) was
approved on August 24, 2020. The total approved funding included $75.2 million in capital, $4.4
million in deployment/implementation expense, and $451,000 in first-year operating costs. These
funds supported the purchase and deployment of SDUS machines for package processing in delivery
units.

A DAR Modification was approved by the Postmaster General on July 28, 2021, for $38.0 million in
additional investment funding consisting of $34.5 million in additional capital and $3.5 million in
additional expense funding. The new total investment of the project is $117.7 million, consisting of
$109.7 million in capital and $8.0 million in deployment/implementation expense. Originally, all SDUS
machines were planned to be deployed to delivery units. As a modification to the program, some of
the SDUS machines will be reconfigured and deployed to mail processing facilities. The reconfigured
machines will be named Single Induction Package Sorters (SIPS). Over the 13-year analysis period,
this program is expected to produce a 51.6 percent return on investment (ROI).

The Postal Service has purchased and deployed new package sorting equipment to meet the demands
of package growth over the last few years and this program is the latest effort. The machines
purchased in this program enabled the automation of manually processed packages at an additional
delivery unit locations and mail processing facilities with a majority of the deployments completed prior
to the 2021 peak holiday season.

The contract was awarded in September 2020 and First Article Testing (FAT) was completed in
January 2021 as planned in the DAR. Deployment began in April 2021 and was completed in April
2022, approximately one month ahead of schedule. The program is currently awaiting the delivery of
spare parts and additional bins which were delayed due to supply chain issues. The program is
expected to be completed in Q1, FY2023.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Average Daily Volume Processed is the number of mail pieces processed by the machine on average
each day. This is divided into plants and delivery units to independently track usage between the
processing operations and delivery operations business units. Productivity is the number of mail
pieces processed divided by the number of employee work hours spent operating the machine which
shows productivity improvements compared to manual processing. Program work hour savings is a
direct measurement of the work hour reductions due to SDUS automation. This is divided into plants
and delivery units to track performance between business units.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see the updated cashflow that reflects a 62.8 percent ROl and a $366.4 million net present
value (NPV) based on actual program costs and anticipated benefits.

Overall
Program Status All systems deployed and metrics are being gathered.

Update to DAR
to cash flow Yes - see attached updated cash flow

Investment Yes - see attached updated cash flow reflecting actual payments through end
timing change of FY2022

Investment
level change $38.0 million in additional funding was provided by the DAR Modification

Schedule
changes None Required

Equipment deployments in 2022 are in accordance with DAR Modification
plan

Savings level
changes None Required

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

See associated DAR cash flow.

DAR ROI: 51.6%
Updated ROI: 62.8%

The program was successful in controlling spend-to-date, therefore creating a greater than planned
ROI.




5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Although deployment began in April 2021, approximately one and a half months later than originally
scheduled, deployment was completed a month ahead of schedule in the beginning of April 2022. The
program is currently awaiting the delivery of spare parts and additional bins which were delayed due to
supply chain issues. This has delayed the expected completion of the program to Q1, FY2023.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

Supply chain issues have delayed the delivery of spare parts and additional bins. The program is now
expected to be completed in Q1, FY2023.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A




Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Small Delivery Unit Sorter (SDUS) Phase 2 Program

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

This Decision Analysis Report (DAR) business case was approved for a total of $83.4 million in
investment funding to purchase and deploy Small Delivery Unit Sorter (SDUS) machines to delivery
unit locations. The approved total includes $81.3 million in capital investment funding and $2.1
million in deployment/implementation expense funding.

The first-year operating cost for this program are expected to be $4.9 million. The net operating
savings generated by this program is projected to produce a 42.3 percent return on investment (ROI)
over the 12-year analysis period. Advance funding of $14.7 million in capital was approved by the
Postmaster General in September 2021. The advance funding was used to enable contract
procurement activity to facilitate an accelerated machine deployment of all machines prior to the
2022 peak season.

The Postal Service has purchased and deployed new package sorting equipment to meet the
demands of package growth over the last few years and this program is the latest effort. The
machines purchased in this Phase 2 program will enable automation of manually processed packages
at an additional 100 delivery unit locations.

This program was approved by the Postmaster General on October 29, 2021. Deployment started in
January 2022 and is expected to finish in late Q2, FY2023. The program is expected to be completed
as originally scheduled in Q3, FY2023.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

Average Daily Volume Processed is the number of mail pieces processed by the machine on average
each day. This is divided into plants and delivery units to independently track usage between the
Processing Operations and Delivery Operations business units. Productivity is the number of mail
pieces processed divided by the number of employee work hours spent operating the machine which
shows productivity improvements compared to manual processing. Program work hour savings is a
direct measurement of the work hour reductions due to SDUS automation. This is divided into plants
and delivery units to track performance between business units.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to

the request.

Please see the updated cashflow that reflects a 42.3 percent ROl and a $203.0 million net present
value (NPV) based on projected program costs and benefits.

Overall
Program Status Active Program
Update to DAR
to cash flow Yes - see attached updated cash flow
Investment Yes - see attached updated cash flow reflecting actual payments through end
timing change of FY2022
Investment
level change None Required
Schedule
changes None Required
Equipment deployments underway and expected to be completed in Q3,
FY2023 in accordance with DAR
Savings level
changes None Required

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

See associated DAR cash flow.

DAR ROI:
Updated ROI:

38.8%
42.3%




5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

The contract was awarded in October 2021 as scheduled in the DAR, but the contract modification was
completed four months later than originally planned in April 2022. This delay did not impact the start of
deployment which began in January 2022 and is expected to continue through Q2, FY2023.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

Although deployment is expected to be completed later than originally planned, the program is still
expected to be completed in Q3, FY2023 as scheduled in the DAR.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

N/A




PRC Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: Universal Sort System (USS), Phase 1 and 2

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

Description

The Universal Sort System (USS) is a Package Sorter that provides high speed throughput mail
sortation of various package sizes configured with automatic inductions utilizing barcode
scanners/cameras. Products are inducted, scanned, and sorted to predefined runouts based on the
machine Sort-Program. The USS handles parcels that range in size from 6” L x 6" W to 42" L x 36" W
with a weight range from 1 to 70 LBS.

Status
Phase 1 and Phase 2 of the Universal Sort System (USS) deployments are complete.

Investments
Investments were less than estimated in the DARs. The reductions were achieved through supply
chain savings and a cost reduction for depot spares.

Phase 1 DAR Final
Capital $37,610,000 $31,551,591
Expense $910,000 $680,300
Total $38,520,000 $32,231,891
Phase 2 DAR | Current Projection
Capital $58,216,000 $58,215,745
Expense $1,706,000 $1,706,250
Total $59,922,000 $59,921,995
Schedule

The program schedules were delayed due to equipment delivery and installation coordination conflicts.

Phase 1 DAR Approval Date: July 9, 2018

Phase 1 DAR Completion Date: November 2018

Phase 1 Actual Deployment Completion Date: July 30, 2022

Phase 1 Overall Program Current Plan Finish Date: December 3, 2022

Phase 2 DAR Approval Date: November 27, 2018

Phase 2 DAR Completion Date: December 4, 2019

Phase 2 Actual Deployment Completion Date: February 28, 2021
Phase 2 Overall Program Current Plan Finish Date: May 31, 2023

The DAR cash flows have been updated to reflect the schedule changes.




Savings

This project captures savings by improving the efficiency of Nonmachinable Outsides (NMO) sorting
operations. Without the USS, NMOs must be sorted manually. This is a slow and labor-intensive job.
The USS automates much of the NMO sorting work, collects important package tracking data, and
improves ergonomics. The USS reduces the labor required to sort NMOs and improves production
capacity.

The Phase 1 DAR projected a ROI of 27.6%. After updating the cash flow to reflect actual
expenditures and savings, the revised ROl is 26.9%. Please refer to the updated cash flow provided for
information on estimated cost and savings.

The actual cash flow reflects accurate volume data, spanning from systems beneficial use through
FY22. The updated ROI came to be 26.9%. This reflects more complete data available on volumes and
workhours through FY22.

The Phase 2 DAR projected a ROI of 38.4%. After adjusting for actual dates and investments, the
revised ROl is 19.5%. Please refer to the updated cash flow provided for information on estimated cost
and savings.

The actual cash flow reflects accurate volume data, spanning from systems beneficial use through
FY22. The updated ROI for Phase 2 came to be 19.5%. This reflects more complete data available on
volumes and workhours since system inception through FY22.

2. Identify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.




The productivity metric is especially difficult to track. Many factors outside of the USS affect the
productivity rate.

The reported throughput is an average and does not reflect the peak capability of the USS machine.
The Average Volume Finalized was lower for the reported period due to available volume and
personnel in the plants.

Productivity is the ratio of output to input and is a measure of operational performance and efficiency.
Productivity is calculated as Total Pieces Handled (TPH) / total Function 1 work hours. One month of

data (8/23/18 to 9/23/18) from five previous individual USS pilot installations, deployed prior to Phase

One and Two were collected, examined, and used to determine the above USS target productivity.

Throughput is the amount of material or items passing through a system or process. It is the rate of
production or the rate at which something (mail) is processed. It is calculated as Rate = Inventory /
Time or Mail Pieces Processed / Hour. Used because it is the #1 metric for assessing the quality or
your production line. One month of data (8/23/18 to 9/23/18) from five previous individual USS pilot
installations, deployed prior to Phase One and Two were collected, examined, and used to determine
the above USS target throughput.

Scan Resolve Rate is the rate of which mail is finalized on the mail automation equipment. Calculated
as (Fed - Non-Read) / Fed. ltis an important measurement of the system’s accuracy and effectiveness
to read and sort parcels.

Avg. Volume Finalized is the total number of parcels that are properly sorted to the correct
destination. Total average pieces of mail sorted and finalized per day on the mail processing
equipment over time. For example, weekly, monthly, quarterly, or annually. Great metric to use for
analyzing and forecasting mail demand.

When viewed together these metrics provides a good insight into the overall equipment effectiveness.




3. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

Estimated cost reductions are shown in the updated cash flow. When evaluated over a full year, the
USS performance is expected to support the cost savings identified in the DAR. Savings in the
updated cash flow were adjusted to reflect the deployment timelines and the appropriate timing for
capturing savings.

Please see the updated cash flow provided for savings projections by year.

4. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Savings and investments for FY2022 are reflected in the updated cash flows provided. The USS
program savings came in slightly less than the expected impact.

USS Phase 1 Estimated FY2022 Net Savings: $12.0 million. Actual Savings: $7.0 million.
USS Phase 2 Estimated FY2022 Net Savings: $24.0 million. Actual Savings: $12.0 million.

Savings yield was impacted due to lower than anticipated mail volumes, delayed program schedules,
and staffing/performance challenges.

5. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

Deployment of the USS machines were delayed due to a variety of logistic and equipment challenges.
Cost savings were adjusted in the updated cash flow to reflect the delayed startup of some USS
machines.

6. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

A variety of steps were taken to keep the USS program on track. Coordination with the sites was
challenging and limited equipment availability also hindered some deployments. The Engineering
project managers worked with our customers in the field and with suppliers to minimize delays.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

Not applicable.




PRC Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: USPS Fleet Management Equipment Maintenance Allowance (EMA) Rural
Delivery Acquisition Phase | Commercial Off The Shelf (COTS)

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

In September of 2019, the Equipment Maintenance Allowance (EMA) Rural Delivery Acquisition
Phase | Decision Analysis Report (DAR) was approved to purchase commercial, off the shelf (COTS)
right-hand drive (RHD) vehicles in support of converting rural routes on Equipment Maintenance
Allowance (EMA) to government-owned vehicles. The DAR was approved for $506.9 million to
purchase RHD COTS vehicles in fiscal year (FY) 2020. The expected capital commitment was $473.6
million in FY2020, with a cash outlay of $20.9 million in total expense investment ($8.2 million in
FY2020) and $12.3 million for the first year of operating costs.

The EMA Program governed by the agreement between the United States Postal Service (USPS) and
the National Rural Letter Carriers’ Association (NRLCA) provides reimbursement for rural carriers who
provide and service independently owned delivery vehicles. At the time of DAR creation in FY2018,
EMA total expense was $552 million.

The RHD COTS vehicles included in this DAR are being purchased to eliminate EMA payment to rural
carriers and provide vehicles as maintenance support. In addition to a lower overall cost, benefits
exist for providing a safer vehicle, consistent capacity, and improved marketing by presenting our
postal trademark in many more locations. The overall scope of this project is to assign a postal-owned
vehicle on routes that meet specific requirements to eliminate this EMA cost.

Updated actual and projected values, as of the end of FY2022, through 2025 result in an estimated
total capital spend of $467.4 million, total expense investment of $18.4 million, and approximately
$988,000 for the first year of operating costs (FY2020).

The approved DAR projected vehicle deliveries beginning in March 2020 and concluding by October
2021. Actual deliveries began in May 2020 and are expected to conclude by February 2023. The shift
in actual vehicles deliveries when compared to original projections can be attributed primarily to
supplier delays due to the COVID-19 pandemic and related supply chain challenges. Delays in vehicle
delivery were also caused by a longer-than-expected Environmental Protection Agency (EPA)
emissions certification process for the model year (MY) 2022 vehicles. This delayed deployment start
of the MY2022 vehicles from October 2021 to February 2022.




2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered, and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

There are eight key performance metrics being used to measure the success of the EMA program. The
first four metrics (VMF Labor, Contract Labor, Fuel Cost, and Contract Parts & Materials) are standard
metrics used to track operating costs both of new and existing vehicles. These metrics are tracked
using the SEAM system on a quarterly basis. Tracking these metrics enables the Postal Service to
verify if maintenance and fuel spend for the newly acquired vehicles are adhering to the projected
ranges. Costs are expected to increase each year as vehicles age and require additional maintenance.
Additionally, the fuel cost metric is subject to national and local fluctuations in gasoline prices which are
out of the Postal Service’s control.

The final two metrics track the actual EMA route reductions and overall cost savings to the EMA FPR
line (3L). These metrics are reported quarterly. The timeline for route conversions was delayed due to
the later delivery of vehicles caused by supplier constraints related to COVID-19 and market
conditions. Delays for the 2022 model year also occurred while awaiting EPA certification. Deployment
did not resume until February 2022. The Annual EMA cost reduction metric shows the reduction in
EMA spend vs. the 2020 baseline. Any new route growth, which is outside the scope and control of
this DAR program, count against the net savings metric.




3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

The key performance metrics as described in question 2 are factored into the overall savings
projections in both the original and subsequently updated cash flows. (Annual EMA Cost Reduction is
the only metric not directly included in the cash flow as the metric includes costs outside the scope of
the DAR.)

The expected financial impacts (in 000s) of the original DAR over its 6-year cash flow were:

Total Operating Costs: $478,893

Total Operating Savings: $887,908

Total Net Variance: $409,015

Net Present Value discounted at 4.85%: $52,858
Return on Investment: 9%

An updated projected cash flow shows the following over an 8-year period (two years have been
added to the cashflow to account for vehicles now being delivered through FY2022, with vehicles
having a minimum 6-year projected useful life and a maximum 12-year projected useful life) (in 000s):

Total Operating Costs: $571,994

Total Operating Savings: $961,031

Total Net Variance: $389,036

Net Present Value discounted at 4.85%: $66,697
Return on Investment: 9%




4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

EMA routes identified by the original DAR were converted in FY2022 contributing to over $100
million in total EMA savings when including ongoing savings from routes converted in prior years.
The shift in delivery timeframe compared to the original DAR estimates has caused the overall
savings to date to be less than projected. All EMA routes are projected to be converted and
generating savings by mid-FY2023.

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

Vehicles production, delivery, and deployment delays due to the COVID-19 pandemic and related
supplier constraints resulted in savings not being realized on the schedule originally projected by the
DAR. Supplier delays, including those related to the EPA certification process, prevented the Postal
Service from being able to complete all route conversions in FY2022. The final vehicles will be
delivered in FY2023.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The Postal Service has worked to deploy vehicles and convert routes as quickly as vehicle delivery
allows.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

Vehicle deliveries will continue into FY2023 to meet the total EMA route conversion targets set forth
by the DAR.




PRC Requested Information Pertaining to Cost Reduction Initiatives

DAR Name: USPS Integrated Fleet Management: Telematics and Fleet Management
Information System

1. Provide a narrative that describes the DAR program including the status, the expected total
expenditure (DAR approved capital and expense investment totals), estimates upon
completion (committed capital investment and committed expense investment), DAR start and
end dates, current plan start and finish dates, and any intermediate deadlines). Describe in
detail how the program will result in cost savings for the Postal Service.

The total of $118.6 million ($27.5 million in capital and $55.0 million in deployment/implementation
expense) was approved for the purchase and deployment of telematics devices as well as the
acquisition and operation of a dedicated Fleet Management Information System (FMIS).

The program was approved by Postmaster General on June 30, 2022.
DAR Expected Completion Date: September 30, 2025.
Current Plan Completion Date: September 30, 2025.

The IFM systems are expected to utilize a subscription-based model with a per unit cost

averaging an annual operating cost of $84.5 million per the approved DAR. Based on the benefits of
these systems, the program is also expected to reduce unnecessary costs through a new “proactive”
maintenance approach and generate operating savings of $105.2 million annually. These operating
cost reductions will be used to offset recurring costs associated with the subscription model.

2. ldentify a metric or metrics that are being used or will be used to measure the impact of the
cost reduction initiative (DAR Program). Provide a narrative description of the metric or
metrics, a narrative explaining the reason for selecting each metric, and a schedule
approximating the months and fiscal years in which the cost reduction impact is expected to be
measurable. Please populate the metrics table below, clearly identify the fiscal year and/or
quarter for the Target and Actual data entered and provide a detailed narrative addressing
each metric. One or more metric needs to be provided to show how the cost reduction will be
measured.

There are six key performance metrics that will be used to measure the success of the
telematics solution, and two additional metrics specific to the FMIS, listed below. Adhering to
these metrics ensures that the overall program will produce actionable data to realize cost
savings, as outlined in the corresponding DAR cash flow.

As improved utilization data is one of the key benefits of a telematics program, an expected
increase in reported miles will be tracked by vehicle category (Delivery, PVS, and Non-Mail
Hauling). Additionally, fuel usage will be tracked by monitoring the average gallons of fuel
used, per vehicle.

These metrics will be tracked beginning in Q2, FY2023 as telematics devices are installed on
vehicles and trailers.




FMIS

The FMIS metrics will track the reporting of administrative vehicle usage as well as the latency of
monthly KPI reports. The current Solution for Enterprise Asset Management (SEAM) system is not
able to provide end-of-month KPIs until approximately 15 days after the month end. FMIS is intended
to significantly reduce the latency of KPI reports, enabling improved active management of the USPS
fleet.

3. Provide estimates of the expected impact of the cost reduction initiative (DAR program) using
the metric(s) identified. Please attach any supporting documents needed to fully respond to
the request.

Please see below for the expected impact of the cost reduction initiate using the metrics identified.

Cash Flow Analysis Period FY23 — FY33

Total Operating Costs: $929.1 million

Total Net Operating Savings: $228.7 million

Net Present Value discounted at 4.88%: $77.6 million

An updated cash flow projection with revised deployment schedule and FY22 maintenance costs
results in the following estimated impacts:




Cash Flow Analysis Period FY23 — FY33

Total Operating Costs: $912.5 million

Total Net Operating Savings: $258.2 million

Net Present Value discounted at 4.88%: $100.7 million

4. Provide an update for the DAR program based on actual data for the fiscal year (FY2022).

Provide a specific statement as to whether the initiative actually achieved the expected impact
as measured by the selected metric(s) identified.

The expected financial impacts over the 11-year analysis period as shown in the DAR are provided
below.

DAR Target Return on Investment: 25%
Updated Return on Investment: 30%

5. Provide an explanation of the trends, changes, or other reasons that caused any variance
between the information provided in the DAR business case and the current plan for the DAR
program.

There are no significant changes to the DAR program when compared to the approved DAR business
case. The primary adjustment made has been a revision in telematics deployment start from October
2022 to January 2023 due to contract execution timing.

6. Provide a description of any mid-implementation adjustments the Postal Service has taken or
will take to align the impacts with the schedule.

The program is not at the point of requiring any mid-implementation adjustments.

7. Provide a description of any revisions to the schedule of cost reduction impacts for future fiscal
years.

None at the time of this reporting.






