








21 April 2006

INFO PAPER
Subj:  UNIVERSAL SERVICES CONTRACT (USC-05)
1.  Effective 1 Mar 06, the new Universal Services Contract (USC-05) became effective after USC 04 was extended to 28 Feb 06. USC 05 is a DOD, SDDC administered contract of carriage with revenue exceeding $500M annually that is used to provide ocean transportation of DOD shippers’ assets utilizing commercial lift. Prior to USC 05 becoming effective, SDDC held several Joint Service government and industry meetings as well as Integrated Process Team (IPT) meetings designed to address issues of concern to both government and industry.  There are several fundamental changes in USC 05.  The new contract specifically changes the way accessorial services are paid for by the government.  Historically, costs such as the reefer maintenance fee would automatically be paid to carriers.  Under the new contract, carriers no longer receive direct automatic payments for accessorial services but rather must submit a bill that will directly substantiate that the additional services were provided. Additionally, carriers have expressed outrage at SDDC’s decision for the following: to cap the maximum amount DOD would pay for detention costs not to exceed the cost of the container; merging bunker fuel costs with the carrier’s rates; SDDC adding new electronic capabilities such as electronic security reports, and daily ITV reports without increasing carrier surcharges.    
2.  The Voluntary Intermodal Sealift Agreement (VISA) Working Group was asked to review the recommended changes to the government/industry Memorandum of Understanding (MOA) that was previously signed and agreed to by government and industry in an effort to resolve some of the recommended changes to the USC-05 contract. 
3.  The primary goal of USC 05 is to ensure that DOD shippers have a robust ocean shipping capability utilizing industry lift capability to move DOD assets and meet our national strategic interest with greater cost control.  
TAKEAWAY:

LPD concurs with the new USC 05 contract that became effective 1 Mar 06 and SDDC’s efforts to control costs; however, the Services should closely monitor their accessorial costs since the new contract has changed how the ocean carriers justify several of these costs. 
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