Transportation Working Capital Fund (TWCF) -

Customer Outreach Forum (T-COF)
Meeting Minutes
June 11, 2008 / 0900–1200
Welcome and Opening Remarks:

OSD [C] rep opened the meeting with an overview of the purpose of the Transportation Working Capital Funds (TWCF) – Customer Outreach Forum (T-COF) meetings and the current state of DoD transportation funds.
T-COF Meeting objectives:

· Begin a continuing dialog between TWCF stakeholders (customers, service providers, financial managers, OSD)

· Improve knowledge and awareness of transportation issues and including TRANSCOM’s financial management and budgeting processes

· Provide the Services/Agencies a forum to present and discuss TWCF issues
· As a collective body, leverage subject matter expertise to develop, recommend, and pursue solutions that improve the Department’s ability to manage its transportation mission
Minutes:
1) As per OSD[C], Program Budget Decision (PBD) -410 is no more.  Issues that were covered in PBD 410 are now covered in PBD-426 Cost of Operations and Customer Prices for the Defense Working Capital Funds and other Revolving Funds and PBD-705 Combatant Command Budget Issues.
2) OSD[C] rep provided a FY2009 Defense Working Capital Fund (DWCF) budget overview (by business area).

a. Of DWCF total, the transportation business area accounts for $11.9B, $13.1B, and $12.9B; for FY07, 08, and 09, respectively.

3) OSD[C] rep provided a FY2010-2015 integrated program and budget review.  Highlights:
a. Probably will do two budgets because of the upcoming Presidential election.

b. Accordingly, OSD[C] is trying to move the program and budget review (normally scheduled for Sep-Oct timeframe) up earlier in the FY.

4) OSD[C] rep stated that $168.5B in GWOT supplemental is currently pending Congressional decision/consideration.  Breakdown:
a. Remaining portion for FY08 ($102.5B)

b. Bridge for FY09 ($66B)
5) OSD[C] stated that to address increased fuel costs, $2.2B has been requested via the FY09 Bridge.
a. As a point of reference, DoD currently uses 130M barrels of crude oil per year.

b. Cost per barrel has increased from ~$60 in early 2007 to $130+ for 2008 (year to date).

6) OSD[C] provided the following TRANSCOM-related issues from a comptroller perspective:

a. Maintaining financial solvency

b. Status of workload (increasing, decreasing, or status quo?) 
c. The need for improved billing accuracy and increased visibility

d. Is mobilization and readiness cost properly excluded from the rate structure?  How should this cost be reimbursed? (Ex. cost reimbursable or direct appropriation.  If appropriation to which components?
e. The Traffic Management (TM) and Port Handling (PH) billing processes/methodologies and cost.  Are the costs proper?  Is the method of allocation equitable?
7) DLA rep provided an overview of the DLA S TAC issue.
a. DLA lost $80M in “SDT” (DLA’s definition does not include over-ocean transportation (OOT)) during FY07.

b. As a result, DLA altered the manner in which they bill for inland commercial transportation (primarily in support of transshipments) to reverse the effects of a flawed process that resulted in a revenue loss of a portion of the $80M.  Instead of addressing the root cause of the problem (lengthy and time-consuming), DLA elected to override shipping customer’s Service TAC/LOA (often erroneous) with a DLA TAC/LOA that would successfully process through the system/process.  The Services’ would then in turn fund/refund the DLA TAC/LOA via MIPR.

i. This method is similar to the original Net Landed-Based cost model implemented by DLA in 2001.

c. The DLA-assigned TAC/LOA is based on Valid Owner RIC.

d. AF rep asked about the systems aspect of the billing change.  DLA rep stated that any change from the current process would most likely require substantive modifications to DSS via the lengthy SCR process.

e. Issues/comments –

i. Negatively impacts the manner in which MC and AF budget and fund SDT transportation. 

ii. Army is largely unaffected.

iii. Navy is largely unaffected.

iv. Services’ feel they’re without a means to reconcile the DLA S TAC/LOA charges back to the appropriate Service TAC/LOA and associated funds.

v. DLA tools and training are available to assist.

vi. Change was implemented without prior notice or coordination with the Services.

8) Navy rep provided the following NOLSC comptroller concerns:
a. Increases in DLA billing.

b. Duplicate charges from SDDC (USC charges for liner service)

i. As an example, in FY08 Navy was billed with identical vouchers that were previously submitted and processed in FY00.

c. Improper weight allocations

i. Shipment weight data are erroneously being populated in the cube field, resulting in flawed (excessive) billing.

ii. USTC will investigate and report back with findings by the next T-COF.  Navy will provide data/details to USTC to assist.
iii. Navy had previously worked this issue with SDDC and was under the impression that the problem had been resolved.

iv. USTC rep stated that the USTC Billing Center could provide volume metrics that would assist with this and other issues.

v. USTC rep stated that DEAMS may correct this issue.

d. Invalid TACs applied to shipments that were paid via MIPR.
i. Material moved via SAAM and paid for via MIPR, then billed again as channel lift.  (GATES/manifesting issue?)

ii. (Additional detail to be provided by Navy.)

e. Navy rep asked about pulling surface inbound and breakbulk shipments into the PowerTrack environment.  OSD(TP) rep stated that this is currently being considered/researched by USTC J8.

f. Navy rep stated that they have done some Lean Six Sigma analysis on their internal processes and potential efficiencies have been identified.

i. Efficiencies may also benefit the other Services.
9) Open Discussion

a. Navy rep stated that billing for NAVY UNIQUE FLEET ESSENTIAL AIRLIFT (NUFEA) (Navy Reserve organic aircraft used to provide unique support to the Fleet) is substantially incorrect.

i. NUFEA support is provided on an ad hoc basis, essentially from a naval base to a naval destination.  It is designed to close the last link in the delivery chain from where AMC terminates its carriage to where the recipient Navy element is actually located.  It chases the moving target of mobile fleet forces.

ii. There are often duplicate charges associated with NUFEA support.

1. AMC vs. NUFEA

2. If a NUFEA flight operates in “direct” competition with an established AMC route/schedule, it may be charged.  If not, it should not be charged by AMC.  Navy rep stated that these are Naval Reserve flights that are not intended to compete with any AMC missions but rather to complete the delivery after the AMC mission terminates.  Thus AMC shouldn’t be charging for them.  Further, NUFEA flights are 100% training flights paid for by O&MNR training dollars.  As training flights that incidentally provide cargo and occasional PAX space available for fleet support they are not revenue producers. (See DOD 4515.13-R, Ch 7, C7.1).

3. USTC rep stated that NUFEA should be handled as opportune lift, and would look into and provide details by the next T-COF.  Navy rep was asked to provide data/info.

4. Navy rep stated that this issue has been around for over ten years and data/info is routinely provided monthly when NOLSC applies for reimbursement of non-contentious erroneous billing.

b. AF rep requested DFAS representation at subsequent T-COF meetings.

c. AF rep requested background info and the difference between the Military Surface Deployment and Distribution Command (SDDC) and the Defense Logistics Agency’s Defense Distribution Center (DDC); and the difference between First Destination Transportation (FDT), Second Destination Transportation (SDT), and over-ocean transportation (OOT).
OSD(TP) comment:  The LMI study (Freight Transportation Forecasting, Budgeting, and Transportation Working Capital Fund Study) provides an overview of SDDC, FDT, and SDT.  (The study can be found at:  http://www.acq.osd.mil/log/tp/finance_int.html.)  Info on DDC can be found at:  http://www.ddc.dla.mil/.  OOT refers to the over-ocean leg of transportation.  Additional information pertaining to these topics can also be found in the DTR 4500.9R, Defense Transportation Regulation, and the DoDFMR 7000.14-R, DoD Financial Management Regulation.  
d. AF rep requested background info on the Traffic Management and Port Handling charges.

OSD(TP) comment:  Information on the traffic management and port handling billing issues can be found in the LMI study, in PBD-410, and the U.S. Army Audit Agency’s “Cash Subsidy Direct Payments for the Transportation Working Capital Fund” audit of 19 December, 2007.  Recommend contacting SDDC and/or appropriate Service representatives (MIPR-providing offices) for additional info.  
e. OSD[C] rep stated that he’d like to see subsequent T-COF meetings scheduled for only one hour, vice three; and have a more focused, limited agenda.
i. OSD[C] rep would like to focus on the traffic management (TM) and port handling (PH) billing issues first.  He asked USTC to provide info/detail within two weeks.

f. USTC rep stated that SDDC does provide detail on each bill (which is good), however quality issues persist.
i. “Other” shipment transactions

ii. BRAC shipment transactions
g. AF and MC reps stated that they had not paid SDDC for last quarter’s bills.

i. AF to send USTC details on efforts to rectify.
h. OSD[C] rep stated that the initial concern is to ensure that quality billing detail is provided to the Services without micro-managing the process/data.

i. MC rep stated that MC leadership will not be satisfied with DLA’s approach to the DLA S TAC billing process change, and requested that a process action team be formed to address.

i. OSD[C] rep tasked the Services to:

1. Assess the impact of the change on Service transportation budgets

2. Look into DLA’s tools and training that support the billing change and reconciliation needs

3. Consider (as a group) what the solution should be; i.e., is the current process the long-term solution, an interim solution, or a solution that should be abandoned in favor of a more suitable approach.  What is the ideal solution?  “In a perfect world it would work like this….”
j. Navy rep asked about the feasibility of using PowerTrack as the “single billing” solution for DoD transportation, and suggested forming a group to research.  OSD(TP) will add this recommendation to the agenda for the next T-COF meeting for further discussion.
Meeting Conclusion:
· Meeting concluded with positive feedback from many members that a forum addressing TWCF processing is long overdue and should greatly assist in improving transportation billing and funds management throughout the Department.  

· Meeting minutes and taskers to be provided by June 20, 2008.

· Next T-COF to be scheduled during the Sep – Oct timeframe.  Details and agenda to be provided in advance.
Action Items:
1. USTC to investigate the Navy’s improper weight allocation issue and report findings back to the T-COF.  Due August 15,2008.
2. Navy to provide data/details to USTC on the improper weight allocation issue.  Due July 18, 2008.
3. USTC (J8 Billing Center) to develop the capability to provide summary-level volume metrics to assist in managing and monitoring billing discrepancies.  (Requested by OSD[C]).  Due September 26, 2008.  
4. Navy to provide OSD[C] with additional data/details on the “invalid TACs applied to shipments that were paid via MIPR” issue.  Due July 25, 2008.
5. OSD(TP) to coordinate with USTC J8 and provide an update to T-COF members on efforts to process surface inbound and breakbulk shipment payments via PowerTrack.  Due August 1, 2008.
6. Navy to provide a brief summary on their Lean Six Sigma analysis to OSD[C] for consideration of applicability to other Services.  Due August 15, 2008.
7. USTC to look into Navy’s NUFEA billing issue and provide feedback to the T-COF.  Due August 29,2008.
8. Navy to provide data/details to USTC on the NUFEA billing issue.  Due July 18, 2008.
9. OSD[C] to invite DFAS rep to attend T-COF meetings.  Due by next meeting.
10. USTC to provide info to OSD[C] on the traffic management/port handling billing issue.  Due July 11, 2008.
11. AF to provide USTC with details on efforts to rectify their outstanding SDDC billing issue.  Due July 18, 2008.
12. MC to provide USTC with details on efforts to rectify their outstanding SDDC billing issue.  Due July 18, 2008.
13. Each Service to assess the impact of the DLA S TAC billing change on their respective transportation budgets and provide to OSD[C].  Due July 11, 2008.
14. Each Service to look into DLA’s tools and training (supporting the DLA S TAC billing change) to determine if their reconciliation/analysis needs can be met and provide feedback to OSD[C].  Due July 18, 2008.
15. Each Service/Agency to identify whether the current DLA S TAC billing change is appropriate or if a different approach is necessary.  If a different approach is warranted, provide recommendation.  Provide feedback to OSD[C].  Due July 25, 2008.
16. Pending the outcome of the three action items listed above, OSD[C] to form a process action team to address the DLA S TAC billing issue.  Due by next meeting.
17. OSD(TP) to add Navy’s recommendation to consider using PowerTrack as DoD’s single transportation billing solution to the next T-COF meeting agenda.  Due by next meeting.
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