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INTRODUCTION

This quarterly report provides the status on executing the Department of the Navy’s (DON) Implementation Plan for privatizing utility systems as submitted by the Secretary of the Navy to the Deputy Under Secretary of Defense for Installations in support of the Department of Defense Reform Initiative Directive (DRID) #49 – Privatizing Utility Systems.  This report updates the planning, scheduling and execution requirements outlined in the Navy and Marine Corps Utilities Privatization Implementation Plans.  Included is a detailed listing of the current inventory of Navy and Marine Corps utility systems worldwide and their associated execution status information, a total of 973 systems at 162 activities/installations.  All data is current as of 31 March 2000.


SUMMARY OF PROGRESS SINCE THE LAST REPORT

DON’s progress towards meeting the goals established under DRID #49 is summarized as follows:
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(1) The total number of systems in the Department’s inventory.

(2) Those systems that were privatized prior to 23 December 1998.

(3) Systems, that may or may not be maintained by the Department, but because they are not owned by the Department cannot be privatized.

(4) The net total systems available, less those privatized pre-DRID or owned by others.

(5) Those systems exempt for security or mission reasons.

(6) Systems that either have no private interest or were shown to be uneconomical before the RFP process.

(7) Those systems that have been sent forward to the RFP process.

(8) Summation of exemptions and “Go’s” (columns 5, 6, and 7).  This is the first milestone listed in DRID #49.

(9) Systems that have had RFPs issued, meeting the second milestone of DRID #49.

(10) Those systems that have been declared uneconomic based on the results of an RFP.

(11) Systems that have had a privatization contract awarded, meeting the third milestone of DRID #49.

(12) Percentage of exempted or privatized systems (columns 5, 6, 10, and 11) compared to available systems (column 4).


Since the issuance of the January quarterly report, the following events have taken place:

1. Change in the number of systems.  Further field surveys have led to a refinement in the number of utility systems, particularly in Europe and Puerto Rico.  

2. Change in the number of activities.  We have changed the manner in which we report the location of utility systems.  In previous quarterly reports, we listed the multiple regional utility systems operated and maintained by a Navy Public Works Center (PWC) all under that single activity, i.e. the regional PWC.  We now list these utility systems by the individual activities where they are located.  The impact of this change in data management is the number of activities has increased from 122 to 162, although the number of utility systems did not change as a result of this.

3. Format of report.  A simplified, color-coded summary report has been added before the more lengthy quarterly report.  Also, a new category (“other” systems) has been added.  The “other” category includes all system types other than electric, natural gas, water, or wastewater.  These include four steam systems and two hot water systems, primarily at locations where the Navy co‑generates steam and electricity.

4. Go/No Go Determinations (Milestone #1) and Request for Proposals (RFP) (Milestone #2).  The number of systems for which Go/No Go determinations have been made to date is 724.  Of this total, the number of systems for which RFPs have been issued to date is 323.

5. Systems owned by others.  Three systems in Bahrain have been identified as being owned by that host nation, bringing the total to 90 systems that are owned by others and will not be privatized.

6. Economic exemptions at Camp Pendleton.  The economic exemptions (pre-RFP) have been withdrawn for the four systems that were listed in column 6 of the summary table in the January report.  Market interest in these systems will now be reevaluated.

7. Analysis for Norfolk, Virginia electrical systems.  An economic analysis was conducted on the 17 electrical distribution systems in the Norfolk area.  The analysis’ conclusion was that government retention of these systems was the more cost-effective alternative than the initial privatization proposal would have been.  A request for an economic exemption based on this analysis was disapproved by DASN (I&F) on 1 March 2000.  The Navy will now proceed with privatization of these systems using competitive procedures.


8. Process Improvements.  Based on the recent opinion from the DOD General Counsel, DON is using competitive procedures for all privatization efforts.
9. Joint Service Cooperation.  Navy, Marine Corps, Air Force and Army privatization management are routinely meeting to share information on privatization issues, obstacles, and challenges.  The Navy intends to offer the Joint Reserve Base in Willow Grove, PA, in response to DOD’s request for pilot projects that demonstrate joint service cooperation on utilities privatization, integrated commodity procurement (electricity, water, wastewater), and energy conservation.  As a second example, Navy plans to participate in a similar Air Force led pilot project at Dobbins Air Force Base and the Joint Naval Reserve Base in Atlanta, GA.

10. Texas Demonstration Model.  The Texas Demonstration Model is a tri-service cooperative effort to privatize utility systems throughout Texas at 10 Air Force Bases, 1 Army base, and 1 Navy base (NAS JRB Fort Worth).  DESC issued the RFP in January 2000 for this effort.
11. Exemptions.  DON continues to review and approve exemption requests for unique security reasons or for those systems where it is uneconomical to privatize.  The current status of security exemptions for DON activities is shown in the table below:

Activity
Water
Electric
Sewer
Gas
Comments

NSF Thurmont
1
1
1
-
Approved by DASN(I&F)  APR 99 

SUBBASE  Bangor
-
1
-
-
Emergency Electrical System for Limited Area approved JUL 99

SUBBASE Kingsbay
-
1
-
-
Emergency Electrical System for Limited Area approved JUL 99

NAVSTA Guantanamo
1
1
1
-
Approved by DASN(I&F)  OCT 99

OUTSTANDING ISSUES REGARDING UTILITIES PRIVATIZATION EXECUTION

Impediment issues that have risen and which require clarification include:

1. Applicability of Small Business Administration (SBA) rules with regards to utility privatization competitions.

2. Guidance on the economic tests to satisfy 10 U.S.C. 2688, with regards to single versus aggregated systems.  Specifically, when packaging utility systems in a bundle, does the requirement for analyzing the economics (i.e. less costly compared to the government’s “should costs”) apply for each system or the “total aggregate”?  

3. Guidance on water rights.  What is the legal requirement for a water utilities owner serving the military to comply with state water allocations.  How should we word an RFP to state that water rights are not being allocated with the infrastructure?

4. Policy on Bonneville Power Authority (BPA) federal power allocations.  We are waiting for the DOD privatization-working group to determine a plan of action that addresses the BPA policy with respect to “should it” or “should it not” provide federal power allocations to privatization companies that provide service to DOD installations.

Attachments:

I. DON Data Base Update

II. Progress Charts

III. OSD Data Base Update
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																		Milestone #1		Milestone #2				DRID #49 Goal

		Systems		Total Systems      (1)		Privatized Pre-DRID    (2)		Owned By Others     (3)		Available to Privatize      (4)		Security & Mission Exempt      (5)		Economic Exempt      Pre-RFP       (6)		Gos              (7)		Go/No Go            (8)		RFP                     (9)		Economic Exempt Post-RFP     (10)		Contract Award        (11)		Total DRID Complete (12)

		Electric		314		4		34		276		4		0		204		208		76		0		1		1.81%

		Gas		116		7		1		108		0		0		106		106		33		0		1		0.93%

		Water		269		0		28		241		2		0		203		205		107		0		0		0.83%

		Waste Water		268		0		27		241		2		0		199		201		103		0		0		0.83%

		Other		6		0		0		6		0		0		4		4		4		0		0		0.00%

		Total		973		11		90		872		8		0		716		724		323		0		2		1.15%






