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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 922 systems at 143 activities.  All data is current as of 30 September 2000.

The Department of the Navy has completed Milestone #1 of DRID #49, and we are proceeding with completing Milestone #2.


SUMMARY OF PROGRESS SINCE PRIOR 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 total systems less privatized pre-DRID and owned by others.

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

(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 July 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.  This refinement reduced the total number of utility systems from 964 to 922.  This change also reduced the total number of activities where utility systems are located from 161 to 143.

2. 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 744. DoN is proceeding with privatization for all 762 systems that have been identified as available to privatize.  However, 18 of our systems are still in the RFI stage.  These systems are scheduled to move into the RFP phase during this fiscal year.  Navy installations that remain in the in the RFI phase include: Naval Research Laboratory (NRL) Washington DC and Chesapeake Bay, Virginia; Naval Surface Warfare Center (NSWC) Carderock and Indian Head, Maryland; and Allegany Ballistics Laboratory (ABL), West Virginia.  The total the number of systems that RFPs have been issued to date is 366.  This represents a 46% completion of Milestone #2.   

3. Systems owned by others.  The utility systems in Europe (51 systems) and the Bahamas (3 systems) have been identified as being owned by the host nation.  Consequently, these systems have been identified and annotated as being “owned by others”.  

4. Exemptions.  DoN continues to review and approve exemption requests for unique security reasons or for those systems where it would be uneconomical to privatize.  An economic exemption was granted for the electric systems at Naval Submarine Base Bangor, Naval Station Bremerton, and Naval Radio Station Jim Creek.  These installations currently receive power from the Bonneville Power authority at a preferred rate and a business case analysis demonstrated that the commodity savings that the Navy receives from the preferred rates clearly exceeds any potential operations and maintenance savings resulting from privatization.  An economic exemption was also granted for the water and waste water systems at Naval Air Warfare Center Training Division (NAVCTSD) Orlando.  These systems did not receive any favorable responses during the Request for Interest process and were therefore considered to be uneconomical.  Additionally, CINCLANTFLT and CINCPACFLT are currently reviewing a joint security exemption for the utility systems at SUBASE Kings Bay, Georgia and SUBASE Bangor, Washington.

5. Deferrals.  In Guam, all systems were granted a deferral until March 2001 to resolve ongoing water disputes with the utility company and strategic sourcing issues.  These systems are currently reflected in the “Security and Mission Exempt” numbers.  The current status of all exemptions for DoN activities are shown in the tables below:

Security Exemptions

Activity
Water
Electric
Sewer
Gas
Comments

NSF Thurmont
1
1
1
-
Approved by DASN(I&F) APR 1999 

SWFPAC  Bangor
-
1
-
-
Emergency Electrical System for Limited Area approved JUL 1999

SWFLANT Kings Bay
-
1
-
-
Emergency Electrical System for Limited Area approved JUL 1999

Economic Exemptions

Activity
Water
Electric
Sewer
Gas
Comments

NSB Bangor
-
1
-
-
Approved by DASN(I&F) SEP 2000. 

NAVSTA Bremerton
-
1
-
-
Approved by DASN(I&F) SEP 2000. 

NRC Jim Creek
-
1
-
-
Approved by DASN(I&F) SEP 2000. 

NAWCTSD Orlando
1
-
1
-
Approved by DASN(I&F) SEP 2000. 

Deferrals

Activity
Water
Electric
Sewer
Gas
Comments

NAVMAG Guam
1
2
-
-
Deferral approved by DASN (I&F) SEP 2000.  To be revisited in MAR 2001.

PWC Guam
1
2
1
-
Deferral approved by DASN (I&F) SEP 2000.  To be revisited in MAR 2001.

NAVHOSP Guam
-
1
1
-
Deferral approved by DASN (I&F) SEP 2000.  To be revisited in MAR 2001.

NTC Guam
-
1
1
-
Deferral approved by DASN (I&F) SEP 2000.  To be revisited in MAR 2001.

OUTSTANDING ISSUES REGARDING UTILITIES PRIVATIZATION EXECUTION

Impediment issues that have risen and which require clarification include:

1. DoD Guidance.  The draft Utilities Privatization DRID does not include any information addressing an economic model.  DoN currently has solicitations scheduled to close on 11 December 2000, and the absence of an economic model could potentially jeopardize our ability to execute privatization in a timely manner.

2. Policy on Western Area Power Administration (WAPA) re-competition of federal power allocations.  WAPA's Desert Southwest region will re-compete their power allotments in 2008.  WAPA's Sierra Nevada Region will re-compete their power allotments in 2004.  In a recent meeting with a WAPA Assistant Regional Manager, DoN learned that WAPA allocation policies may change based upon the results of the competition process.  This could result in WAPA changing their current policy of providing power allocations to military bases even if they have privatized their utility systems.  A change in policy at that late date (post privatization) would change the economics of the privatization deal and cost the services millions of dollars through the loss of the low cost federal power.  We also learned that each WAPA Region could have varying policies.  This issue needs to be addressed at the OSD level since it impacts all the Services.

3. Water rights.  Guidance, addressing government owned potable water sources originating from the groundwater and surface with respect to water rights, is necessary.  The guidance should be consistent among all the Services in order to be effective.  The issue of water rights is very complex since it depends on factors associated with how the land was originally acquired and varies from state to state.  OSD guidance should address the applicability of federal sovereignty to the issue of state regulation of water rights. 
Attachments:

I. DoN Database 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		286		3		54		229		9		4		211		224		98		0		1		6.11%

		Gas		107		7		1		99		0		0		98		98		42		0		1		1.01%

		Waste Water		261		0		47		214		4		1		204		209		108		0		0		2.34%

		Water		262		0		48		214		3		1		205		209		114		0		0		1.87%

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

		Total		922		10		150		762		16		6		722		744		366		0		2		3.15%






