From: Keitz, Timothy J 
Sent: Monday, October 30, 2006 9:27 AM
To: Hoover, William F
Cc: Coates, Cecilia; Moser, William H.; Francis, Michael (SA-1); Roberson, Donald B; Greene, Lisa B; Somma, Christina L
Subject: APO/FPO Billing Background Info for the 11/8/06 IWG Meeting 
This email is to provide you with background information prior to the upcoming 11/8/06 ICASS IWG meeting, where Tim Keitz of A/LM/PMP/DPM will brief on ongoing discussions DoS is having with DoD, specifically the Military Postal Service Agency (MPSA), that relate to how non-DoD APO/FPO second destination transportation (SDT) billing is handled.  MPSA, via DoD, has asked DoS to take over this responsibility for non-DoD APO/FPO SDT costs by October 1, 2007.  Non-DoD APO/FPO’s are those APO/FPO’s that primarily serve non-DoD staff members.  There are about fifty of them throughout the world.  SDT’s are the costs the USPS incurs for transporting APO/FPO mail between overseas APO/FPO’s and the three APO/FPO mail gateways, which are located in New York/New Jersey, San Francisco and Miami.  Non-DoD APO/FPO’s are typically staffed and operated by non-DoD personnel.  
The current billing works like this - The USPS tracks SDT APO/FPO costs based on the zip code of each APO/FPO location.  The SDT charges are submitted by USPS to DoD for payment.  MPSA determines what portion is Army, Navy or Air Force based on zip code, and each of those services pay USPS for SDT’s via DFAS.  MPSA then determines how much DoS and other non-DoD agencies owe for the non-DoD APO/FPO SDT’s, again based on zip code.  The total non-DoD SDT amount is split out between 20 Agencies, based on a mail volume weight-based survey that was conducted in 2001.  DoD pays the SDT costs to the USPS and seeks reimbursement from the non-DoD Agencies in the form of a quarterly billing notification letter from MPSA to the 20 Agencies for their portion of the SDT costs.  The funds are transferred from each Agency to DoD via DFAS. 

Attached is a list of the 20 non-DoD Agencies that have been receiving this billing and historical payment amounts from FY03 through FY05.  You will note on the attachment that the non-DoD APO/FPO bills have decreased by more than $3.8 million since 2003. This is because DoS has been working closely with MPSA to confirm which zip codes should be designated as non-DoD APO/FPO’s and which should not.  Further, the billing methodology now being used by MPSA is very inaccurate, since it is based on a 2 week mail volume survey that was done in 2001, does not include all users of the APO/FPO and includes some Agencies with no overseas presence at all.

When DoS assumes this billing responsibility, the methodology will change to an ICASS-based Basic Package Workload Cost Distribution method, similar to what is done currently for the Diplomatic Pouch and Mail Diplomatic Post Offices.  This is the most accurate way to fairly and equitably distribute SDT costs to all users of non-DoD APO/FPO service.  Refer to the second attachment to determine how this new billing methodology would have affected your Agency’s bill, based on FY05 MPSA billed amounts.  Those Agencies with an overseas presence at non-DoD APO/FPO’s that have not been being billed via MPSA have been added and those Agencies with no overseas presence at the non-DoD APO/FPO’s have been subtracted.

The spreadsheet estimates should be used for FY08 budget planning purposes.  Most Agencies would see either a small increase or decrease in the amounts currently being paid to DoD for SDT costs.  Based on this,  there will not be a significant adverse financial impact on those Agencies, since funding already exists in their budgets for payment of SDT’s to DoD. However, this change would result in an increased financial burden to some Agencies, particularly to DHS, DoJ, USAID and DoD.  

When DoS takes over this billing process beginning FY08, approximately $13 million per year would be paid directly to USPS by DoS for SDT’s out of A/LM/PMP/DPM’s ICASS account. The $13 million would be requested by A/LM/PMP/DPM during the FY08 ICASS budget hearing process.
  

On a separate, but related issue, DoD has asked DoS to assume full managerial responsibility for all non-DoD APO/FPO’s as soon as possible. This change could impact A/LM/PMP/DPM’s ICASS staffing requirements, since the added responsibilities might require additional management staff, gateway managers and additional support staff.  We are working on an impact analysis now and expect to include those requirements in our FY08 budget request.

Please call me if I can provide you any additional information prior to the 11/8 meeting.  Thanks.
Timothy J. Keitz
Director
Diplomatic Pouch & Mail
SA-1, Room L-120
keitztj@state.gov
Tel. 202-663-1810
Cell 202-369-7582
Fax 202-663-1808
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