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SUBJECT:  FUEL FACILITY PRIVATIZATION INITIATIVE
1.  PURPOSE.  THE PURPOSE OF THIS MESSAGE IS TO CLARIFY THE RESPONSIBILITIES OF INSTALLATIONS THAT CHOOSE TO PRIVATIZE THEIR FUEL FACILITIES AND OPERATIONS UNDER THE DEFENSE ENERGY SUPPORT CENTER (DESC) FUEL FACILITY PRIVATIZATION INITIATIVE. 
2. BACKGROUND.  THE CURRENT FUELS MILITARY CONSTRUCTION (MILCON)PROGRAM CANNOT SUPPORT THE REPLACEMENT OF THE ARMY'S DETERIORATING FUELS INFRASTRUCTURE.  THE TOTAL DOD FUELS MILCON REQUIREMENT THROUGH FY 04 IS $1.3B.  THE FUNDING SHORTFALL IS $629M.  SINCE CURRENT DEFENSE PLANNING GUIDANCE PLACES THE HIGHEST PRIORITY ON CRITICAL ENVIRONMENTAL AND EN ROUTE PROJECTS, NO ARMY PROJECTS HAVE RECEIVED FUNDING.  HQDA, THE ARMY PETROLEUM CENTER (APC), THE DEFENSE ENERGY SUPPORT CENTER (DESC) AND THE DEPUTY UNDERSECRETARY OF DEFENSE FOR
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LOGISTICS ARE EXPLORING PRIVATIZATION OF FUEL FACILITIES AND OPERATIONS AS A SOLUTION TO THE BACKLOG OF UNFUNDED MILCON PROJECTS.
3. PROJECT SCOPE.  THIS INITIATIVE INVOLVES REPLACING INSTALLATION MOTOR POOL AND BULK ISSUE FUEL POINTS WITH CONSOLIDATED, MODERN, COMMERCIAL-STYLE FACILITIES. UNDER THIS INITIATIVE, THE INSTALLATION LEASES PROPERTY TO A CONTRACTOR WHO PROVIDES, OPERATES AND MAINTAINS THE FACILITY.  THE CONTRACTOR OPERATES THE FACILITY UNDER A SERVICE CONTRACT WITH DESC.   FROM THE INSTALLATION PERSPECTIVE, THIS IS A VOLUNTARY PROGRAM.  APC AND DESC JOINTLY CONDUCT AN ANALYSIS BEFORE PROCEEDING WITH ANY PROJECT, TO ENSURE PRIVATIZATION MAKES ECONOMIC AND OPERATIONAL MISSION SENSE.  CURRENTLY, FORT BRAGG, SCHOFIELD BARRACKS AND FORT JACKSON ARE PARTICIPATING IN PILOT PROJECTS UNDER THIS INITIATIVE.
4. INSTALLATION BENEFITS.  THIS INITIATIVE PROVIDES SIGNIFICANT BENEFITS TO THE ARMY AND TO ARMY INSTALLATIONS.  THE ARMY REALIZES SIGNIFICANT COST AVOIDANCE IN MILCON AND OPERATIONAL EXPENSES. INSTALLATIONS REALIZE REAL PROPERTY MAINTENANCE (RPM) AND ENVIRONMENTAL SAVINGS SINCE ALL OF THE OPERATIONS, RPM AND ENVIRONMENTAL COSTS FOR THE FACILITIES ARE PAID BY DESC. INSTALLATIONS MAY ALSO REALIZE SAVINGS THROUGH REDUCED OVERHEAD,
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SINCE THESE PROJECTS FREQUENTLY CONSOLIDATE MULTIPLE FUEL FACILITIES. 
5. INSTALLATION REQUIREMENTS.  WHILE THIS INITIATIVE TRANSFERS SIGNIFICANT COSTS FROM ARMY INSTALLATIONS TO DESC, INSTALLATIONS RETAIN SEVERAL RESPONSIBILITIES:
A.  PROVIDE A CONTRACTING OFFICER'S TECHNICAL REPRESENTATIVE (COTR) TO COORDINATE ALL LOCAL ACTIONS DURING CONSTRUCTION OF CONTRACTOR-OWNED, CONTRACTOR-OPERATED (COCO) FUEL FACILITIES AND SUBSEQUENT MONITORING OF OPERATIONS FOR CONTRACTING OFFICER AFTER FACILITIES ARE OPEN FOR BUSINESS.
B.  PROVIDE APPROVED SITES FOR COCO FUEL FACILITIES IN ACCORDANCE WITH INSTALLATION MASTER PLANS; ESTABLISH LEASES FOR PROPERTY THROUGH THE APPROPRIATE DISTRICT OFFICE OF THE ARMY CORPS OF ENGINEERS.
C.  PROVIDE SITE CONDITION REPORTS AND PARTICIPATE IN SITE SAMPLING/TESTING TO ESTABLISH AN ENVIRONMENTAL BASELINE FOR CONTRACTS.  ALSO PROVIDE A LEGAL REVIEW OF THE PROPOSED SERVICE CONTRACTS TO ENSURE ENVIRONMENTAL LIABILITIES ARE ADEQUATELY ADDRESSED.
D.  PROVIDE TRAFFIC FLOW AND LOCAL DESIGN GUIDE CRITERIA FOR LAYOUT OF COCO FUEL FACILITIES, AND LOCATION OF UTILITIES IN PROXIMITY TO SITES DURING PRE-PROPOSAL CONFERENCES TO ALLOW INTERESTED CONTRACTORS 
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TO PREPARE BIDS.
E.   PROVIDE REQUIRED TECHNICAL SUPPORT AND ASSISTANCE TO COCO FUEL FACILITY CONTRACTORS DURING CONSTRUCTION PHASE OF THE PROJECTS.  THIS INCLUDES, BUT IS NOT LIMITED TO, ASSISTING CONTRACTORS IN OBTAINING ALL REQUIRED PERMITS FOR THE LOCAL AREA.  (NOTE:  THESE ARE NOT CONSTRUCTION PROJECTS BUT SERVICE CONTRACTS.  INSTALLATIONS WILL NOT HAVE CONSTRUCTION OVERSIGHT.  THE CONTRACT LEGALLY BINDS THE CONTRACTOR TO MEET ALL LOCAL, STATE AND FEDERAL CONSTRUCTION AND ENVIRONMENTAL CODES AND REQUIREMENTS.)
6.  UTILITIES COSTS.  ONE ISSUE THAT HAS SURFACED DURING THE PILOT PROJECTS IS THE COST OF UTILITIES AND UTILITY LINES. THE INSTALLATION WILL CONTINUE TO BEAR THE COSTS OF UTILITY SERVICE, INCLUDING PAYING THE FACILITIES' UTILITY BILLS AND THE COSTS OF RUNNING UTILITY LINES TO THE FACILITIES.  HQDA AND DESC CONSIDER THIS THE "PRICE" OF TRANSFERRING THE MILCON, OPERATION, RPM AND ENVIRONMENTAL COSTS TO DESC. 
7.  THE POINT OF CONTACT IN THE OFFICE OF THE DEPUTY CHIEF OF STAFF FOR LOGISTICS IS COL LARRY MATTHEWS, DSN 225-9745.  THE POINT OF CONTACT IN THE OFFICE OF THE ASSISTANT CHIEF OF STAFF FOR INSTALLATION MANAGEMENT IS LTC GREG GEROVAC, DSN 222-9239.  LT COL
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NANCY L. COMBS, DSN 427-9360, IS THE DESC POINT OF CONTACT.
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