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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 964 systems at 162 activities/installations.  All data is current as of 30 June 2000.


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.

(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 April 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.  The adjustments reduced the total number of utility systems from 973 to 964.

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 736 (up from 724 last quarter).  Of this total, the number of systems for which RFPs have been issued to date is 330.

3. Systems owned by others.  Three systems in Cairo, Egypt have been recognized as being owned by the host nation.  Also, the utility systems in Guantanamo Bay, Cuba have been recharacterized as being owned by the host nation.  This brings the total of systems that are owned by others and will not be privatized up to 96.

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.  The recharacterization of the three systems at Guantanamo Bay reduced the total number of security exemptions from 8 to 5.  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 

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

SWFLANT Kings Bay
-
1
-
-
Emergency Electrical System for Limited Area approved JUL 99

OUTSTANDING ISSUES REGARDING UTILITIES PRIVATIZATION EXECUTION

Impediment issues that have risen and which require clarification include:

1. OSD Guidance.  There is an absence of definitive OSD guidance on how to conduct and present the utilities privatization economic analysis.  Specific guidance on how to estimate “should costs”, fair market value, and the basis for comparing costs to satisfy 10 U.S.C. 2688 is required.  In addition, there is a need to clarify the OSD position on bundling systems and on federal supremacy.  This lack of guidance will impact the execution efforts if on-going solicitations are forced to be amended due to delayed OSD policy.

2. Policy on Bonneville Power Authority (BPA) federal power allocations.  DoN continues to await the OSD guidance associated with the BPA policy on federal power allocations to privatization companies serving DoD installations.  In lieu of a forthcoming plan, the Navy is preparing a Business Case Analysis (BCA) on the economics of utilities privatization in light of the BPA policy.  The BCA will be submitted in the near future for approval.
Attachments:

I. DON Database Update

II. Progress Charts

III. OSD 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		310		3		36		271		3		0		210		213		88		0		1		1.48%

		Gas		113		7		1		105		0		0		101		101		33		0		1		0.95%

		Waste Water		268		0		29		239		1		0		212		213		101		0		0		0.42%

		Water		267		0		30		237		1		0		204		205		104		0		0		0.42%

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

		Total		964		10		96		858		5		0		731		736		330		0		2		0.82%






