October 1, 2003

Dear Chief Financial Officer, 

On June 6, 2002, GSA published a mail management regulation in the Federal Register.  Among its provisions is a requirement that all executive agencies use commercial processes to pay for mail and, thereby, stop using the Postal Service’s Official Mail Accounting System (OMAS).  The specific citation for this requirement is 41 CFR 102-192.50(c).

Recent developments related to this regulation mean that about eight of the large, centrally managed federal mail programs will have to continue using OMAS indefinitely.  For the remaining agencies, we are amending the regulation to extend the deadline to December 31, 2003.  For your information, the enclosed document provides additional information on this initiative.

As amended, the regulation will require that all agencies not converting to commercial processes by December 31, 2003 obtain deviations.  We will require the agencies moving to commercial processes to include an implementation plan with their deviation requests.  Agencies staying with OMAS also will be required to request deviations.  In both cases, we will require a discussion of how the agency has implemented, or plans to implement, an accountable system for making postage payments.   The basic requirements for requesting deviations are in 41 CFR 102-2.

Please contact Ms. Becky Rhodes, Deputy Associate Administrator, Office of Transportation and Personal Property, on 202-501-1777, or Henry Maury, Director, Mail Communications Policy, on 202-208-7928, to discuss any aspect of this matter.

Sincerely,
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G. Martin Wagner

Associate Administrator

Enclosure
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Fact Sheet:

Converting Federal Agencies to

Commercial Payment for Postage

September 9, 2003
What Does the  Mail Management Regulation Require?

· All federal executive agencies and most Congressional agencies must convert from the Official Mail Accounting System (OMAS) to commercial payment mechanisms by December 31, 2003 (this date was recently changed by Federal Register notice).
· The same agencies must ensure that mail costs are identified at the program level.  Agencies are free to define “program level” to best fit their organizations and operations.

What is OMAS?

OMAS is the Postal Service’s accounting system that tracks postage used by most Federal agencies. 

How Does OMAS Work?

Once a year, USPS estimates the postage for each Federal agency.  The USPS then takes 1/12 of that estimate each month from each agency’s account at the Treasury.  Early in the following fiscal year, the actual costs are reconciled and funds withdrawn or deposited to make up the difference.  The Postal Service uses the Treasury’s Intra-governmental Payment and Collection (IPAC) System to collect these payments and to credit overcharges.

What are the Problems with OMAS?

· Agency finance systems’ do not track mail costs as an expense similar to travel, supplies, or furniture.

· USPS debits or credits agencies' accounts for OMAS discrepancies without first providing the opportunity to question the amounts.

· Federal agencies have less of an incentive to save money on mail because the accountability is at the CFO level in most agencies.

· OMAS locks out vendors who could save money for agencies.    
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Why Convert?

· Converting to commercial payment processes for postage is consistent with the President’s Management Agenda.

· 
Government-unique systems, like OMAS, tend to be less than commercial equivalents.  

· 
Requiring federal program managers to pay for postage before they use it, and to pay for it from their own budget allocations, provides a concrete incentive for paying close attention to postage expenses and for finding ways to limit postage, while still fulfilling program requirements.

What Evidence Shows that Converting to Commercial Payment Processes Will Work?

Several federal agencies do not use OMAS (DOD, DOE, OPM, and parts of DVA, USDA, and the U. S. Courts).  Instead, they use commercial payment mechanisms; that is, they buy postage when they use it, just as everyone in the private sector does.  Over the years that it took to implement this change, DOD’s per-employee postage cost dropped approximately forty percent.  Furthermore, every private-sector expert that GSA has talked with agrees that it is critical to give program managers information about, and responsibility for, the money they spend on mail.

How Much Does the Federal Government Spend on Mail?

($Millions)

	
	1999
	2000
	2001
	2002

	OMAS
	$715
	$900
	$834
	$814

	Commercial Payments to USPS
	$176
	$165
	$176
	$198

	FedEx, UPS, DHL
	$216
	$227
	$214
	$323

	Totals
	$1107
	$1292
	$1224
	$1335


Recent Developments and Status

· Shortly after publication of the interim mail management rule, the Treasury Department asked the Postal Service and GSA to find a way to keep the money inside the government.  GSA assembled an interagency team and worked for a full year on different approaches to accomplish this.  The team's conclusions were (1) meeting this requirement would require that the Postal Service build a new, government-unique system, which they 
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would then have to maintain along with OMAS; and (2) it would not be cost-beneficial to do this.  Therefore, we will not be constructing a new Interagency Payment and Collection System (IPAC) process for postage.

·   Executives from the Treasury, Postal Service, and GSA met in June 2003 to develop an alternate solution.  They assumed that most of the large, centrally managed federal mail programs are applying cost-effective measures while using OMAS.  They also agreed that making program-level officials accountable for postage remains a valuable objective.

·    The Treasury, Postal Service, and GSA have agreed that about eight large, centrally managed federal mail programs will continue to use the Official Mail Accounting System for the foreseeable future.  These programs spend approximately $625 million per year on postage.

· All other federal mail programs are still expected to convert to commercial     
   payment processes for postage; the agencies that we expect to convert 
   spend $191 million on postage.

· GSA recognizes that many agencies will not be able to convert to 
   commercial payment processes by December.

· All agencies not converting by December 31, 2003, will be required to 
   obtain deviations from the regulation.  We will require the agencies 
   moving to commercial processes to include an implementation plan with 
    their deviation requests.  Agencies staying with OMAS also will be 
    required to request deviations, but they will not have to provide an 
    implementation plan.

· GSA is preparing informal guidance on how to request a deviation, in 
   accordance with 41 CFR 102-2.

Upcoming Publications:

· GSA is preparing a Federal Register notice changing the effective date of 
   the conversion requirement to December 31, 2003.

· GSA is also preparing a GSA Policy Advisory with recommended 
   procedures for converting to commercial payment processes.

· The Treasury is preparing a Treasury Financial Management Manual 
   Bulletin on paying for postage.

· The Postal Service is preparing informal guidance to federal agencies on 
   using ACH transactions to pay for postage.

· All of these documents will be available through the GSA mail policy 
   website:  www.gsa.gov/mailpolicy.
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Intangible Benefits of Converting to Commercial Payment

When Federal line managers pay for postage the same way that private sector organizations do, and account for postage costs through their standard accounting and budget processes, they are able to:

· Track postage costs in real time;

· Measure performance;

· Identify opportunities to save money;

· Use vendors who are locked out by OMAS;

· Identify instances of potential fraud;

· Streamline operations and improve productivity;

· Eliminate the extra administrative burden of a cumbersome system; and

· Increase their ability to react quickly to problems.

Tangible Benefits of Withdrawing the Executive Agencies from OMAS

GSA estimates that the agencies converting to commercial payment processes for postage will reduce their postage and related costs by between 10 and 30 percent as a result of conversion.

Costs of conversion
The only direct costs associated with conversion are a small, one-time fee to convert each postage meter and a $150 fee for each new commercial postage permit; postage meters suppliers may waive the conversion fee in some cases.  Other costs will arise from planning and training for the conversion and from reprogramming financial systems.

Summary

This conversion to commercial payment processes will improve Federal financial management systems and produce accurate, timely and useful information about postage expenses.  The end result will be reduced postage expenses through better management.
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