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SUBJECT: PROPOSED COST SHARING PLAN FOR US MISSION IRAQ

1.  Summary:  Any equitable and feasible cost sharing

plan for USG agencies operating in Iraq must take into

account the present dependence on DoD's LOGCAP

contractor for provision of goods and services, the

ultimate goal of establishing an ICASS cost sharing

program for the US Mission in Iraq, and the current

lack of excess capacity in the Management Section to

devote to setting up an intricate, management-intensive

cost sharing program (i.e. ICASS).  Therefore, we

propose to employ a combination of a direct charge

system and of a simple capitation cost-sharing

methodology, with some factoring, as long as the

Mission continues to be supported primarily by LOGCAP.

The Mission can begin to implement ICASS once it re-

locates to the New Embassy Compound and becomes fully

self-sufficient, ending support from LOGCAP (4th

quarter, FY 2007).  Under this proposal, full

implementation of ICASS would begin in FY 2009.  End

Summary.

FY 2005: Establish a Simple Capitation Cost Sharing

Plan and Expand Direct Charging

----------------------------------------------------

2.  By the end of FY 2005, Embassy Baghdad will

establish a simple capitation cost sharing formula

(i.e., total operating costs divided by the number of

staff members per agency).  In recognition that some

agencies receive services at their own cost, initial

distribution of costs based on simple capitation will

be factored at 33%, 66% or 100%, depending on the level

of services received through Mission-funded mechanisms.

For example, an agency that funds its own office and

housing compound with dining facility would be billed

33% of its per capita share of Mission operating costs.

An agency that accommodates its staff on the Embassy

Annex compound and has its office at the Chancery or

Embassy Annex would be billed 100% of its per capita

share of Mission operating costs.

3.  The Mission is developing a database software

program that captures authorized receipt of some goods

and services by individual and agency (BLiSS).  We

anticipate activation of BLiSS by the end of FY 2005.

We will use BLiSS data to generate simple capitation

cost sharing invoices.  BliSS may also assist in

identifying opportunities for direct charging agencies,

which will be the preferred method whenever feasible.

Direct charging systems will be introduced for such

items as fuel, telephone charges, supplies, etc.

4.  As long as the Mission receives most of its

services through LOGCAP, it will be impractical to

disaggregate costs to determine the cost of each

service category.  LOGCAP is a DoD contract that is

structured quite differently from the ICASS model.

There is no practical possibility for an alternate

service provider at this time.  The Mission Management

Section is fully engaged 10, 12 or more hours per day,

7 days per week, as it is, and so cannot devote the

considerable amount of time required to attempt to

gather specific cost data.  Given the security

situation and life support limits, adding staff solely

for this function is not justified in our opinion.

Cost sharing using the "blunt instrument" of simple

capitation is the best solution under US Mission Iraq's

unique circumstances.

FY 2006: Distribution of "Virtual Invoices" Based on

Simple Capitation

-----------------------------------------------------

5.  During FY 2006, simple capitation cost sharing data

will be shared with USG agencies each quarter through

"virtual invoices."  In this way, each agency will have

the data necessary to budget its support costs for FY

2007.  No actual cost sharing will occur.  The

Management Section will charge directly for select

goods or services (e.g., fuel, telephone charges) to

the extent that USG agencies' FY 2006 budgets can

support it and such charging does not involve an

illegal augmentation of State's appropriation.  In any

case, we will provide each agency a direct charge

"virtual invoice," in addition to a "virtual invoice"

for shared costs, to assist in estimating FY 2007

budgets.  We will also use this time to refine and

improve BLISS.

FY 2007: Cost Sharing and Direct Charging Begins

-------------------------------------------------

6.  During FY 2007, USG agencies will be invoiced

according to the simple capitation methodology, except

when direct charging is possible.  Actual cost sharing

will begin.  Direct charging will proceed for a limited

number of goods and services for which usage data is

readily available and the justification for a direct

charge is clear.  By the end of FY 2007, Embassy

Baghdad will move into the NEC and we anticipate that

all services under LOGCAP will cease.

FY 2008: Capitation Continues, Dawn of ICASS

---------------------------------------------

7.  During FY 2008, USG agencies will again be invoiced

according to the simple capitation methodology and

direct charges.  At the same time, ICASS structures

will be set up and virtual ICASS invoices will be

distributed to the agencies for FY 2009 budgeting

purposes.

FY 2009: Full Implementation of ICASS

--------------------------------------

8.  During FY 2009 USG agencies will receive ICASS and

direct charge invoices.  ICASS will be fully

implemented.  The simple capitation cost sharing

methodology will be discontinued.

9.  This transition process offers, we believe, the

most logical way to address the unique circumstances

that will continue to exist at the US Mission in Iraq

until we move into the New Embassy Compound and are out

from under the LOGCAP system, which is convenient but

not transparent.  We look forward to working with

cognizant offices in Washington as we refine and

implement the concept.  We understand that many

agencies will desire more precise data to justify the

invoices they will receive prior to the full

implementation of the ICASS system. We will rely on the

Department to make the case that circumstances on the

ground do not allow for greater precision under current

staffing and service provision arrangements.
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