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Background:
AEA wants communities to achieve sustainable and cost effective rural energy systems through proper tank farm management practices and rural energy systems maintenance and operations.   

The intent of this project is to hire an independent consultant who can evaluate and monitor projects and programs that are in place, provide limited technical assistance to the villages, and provide recommendations to AEA regarding the status of how the systems are being managed and maintained.


Activities:
A consultant (selected through a competitive process) will meet with AEA staff to discuss the Denali Commission Policies, approved business plans, AEA completed projects list, AEA bulk fuel tank farm types and development processes, tank farm grantee and occupancy relations, etc.  The purpose of these meetings will be to ensure that there is a clear understanding of the requirements, obligations and stipulations placed on the participating communities and their projects as a result of Denali Commission funding.  Further, the meetings will educate the consultant of AEA internal processes that have been established in order to meet the Denali Commission’s policies and procedures.  

The consultant may be required to review State and Federal policies and guidelines for maintenance and operations of rural energy systems.  As applicable, the consultant will review locally produced and implemented policies and guidelines.  The consultant will provide AEA with recommendations for possible improvements in the following areas, at a minimum:  state-funded programs, federally-funded infrastructure projects, training of rural based personnel, community management structures, operations and maintenance funding, mandated procedures, etc.   

The consultant will be required to review existing business plans that have been signed by the community and the Denali Commission for the operation and maintenance of bulk fuel tank farm and rural power system upgrade projects.  These documents will be made available by the AEA Project Managers or other sources with access to signed copies.  

The consultant will identify the differences in the reporting requirements of each business plan, noting specific reporting deadlines, updating timeframes, etc. for the following areas, at a minimum:  financial information, audit records, insurance coverage, Repair and Replacement Fund Account, etc.  The consultant will communicate with and interview local managers to obtain information on existing management and operational structures of tank farms and power systems.  The consultant will make recommendations to modify management procedures as appropriate for individual communities who may experience difficulty in meeting these reporting and other related requirements.  

The consultant will identify the tank farm management requirements of each community, noting specific training skills, operator training needs, etc. from the business plans.  The consultant will focus on the Statement of Qualifications to determine if additional training is required of the management team.  The consultant will interview the existing management team to receive an update of any recent training certifications or experiences.

The consultant will review annual pressure testing, inspections and filing requirements and ensure that the local management has regularly scheduled procedures to maintain a regulatory compliant facility.  The consultant will communicate with and interview local managers to obtain information on existing operations and maintenance structures of tank farms and power systems.  The consultant will make recommendations to modify management procedures as appropriate for individual communities who may experience difficulty in meeting these reporting and other related requirements.  

The consultant will provide AEA with a monitoring plan for each upgraded tank farm and rural power system site and create a standard monitoring plan and procedures for future completed energy project sites.  The monitoring plan will include the following at a minimum:  Denali Commission reporting requirements, financial information, audit records, insurance coverage, Repair and Replacement Fund Account, management and operator training, code and regulatory compliance, facility testing, etc.  The follow-up recommendations will be scheduled in advance to ensure that the flow of monitoring activity supports and allows adequate and timely reporting of Denali Commission requirements.

The consultant will be involved in or keep track of any dialogue between AEA, the Denali Commission and the community regarding any defaults, possible negotiations and potential secondary or substitute operators in direct relations to the upgraded bulk fuel tank farm or the rural power system.  Dialogue may be in the form of emails, faxes, reports, proposals, meetings, conferences, teleconferences, gatherings, etc.  The consultant will provide verbal updates and written reports to AEA for purposes of informing the staff about recent developments regarding community-level deficiencies.  The consultant may be asked to provide recommendations to improve the deficient status of the community for consideration.  
 
The consultant will provide assistance with the implementation of business plan requirements, including site visits to communities that clearly demonstrate the need for such hands-on assistance.  The consultant will provide training to the local management team to ensure that they understand the business plan, its requirements and the basics of managing or operating a tank farm or rural power system.  The consultant will utilize existing training programs and services for training that requires specialized or concentrated skill building.  The consultant will collaborate with the AEA training program.  The consultant may recommend on-site training tailored to the needs and interests of the local management team.  The consultant may be required to review the accounting procedures of the tank farm or rural power system for the purpose of recommending an improved system that is compatible with all other functions of the local operations.  The consultant will be required to provide the local management team with a training plan or schedule.  The consultant will represent AEA respectably and perform public relation tasks by attending local meetings upon the community’s request. 










Project Outcomes, Problems, and Recommendations:
The Denali Commission Business Plan (BP) was initially developed in 2001 and has been evolving ever since.  AEA coordinated the first BP monitoring in 2004 and has completed 20 monitoring reports to date.  Selected statistics and findings of the monitoring of these projects are summarized below:

Select Monitoring Statistics:
Number of Monitoring Reports:		20 (17 BFU, 2 Combo, 1 RPSU)
Total number of participants in projects:	38
O & M Budgets Established:			55%
O & M Accounting Established:		60%
Adequate Trained Staff:			70%
Fuel Inventory Control in Place:		60%
R & R Account Established:			35%
R & R Deposits Made:			35%
G/L Insurance Place:				60%
Collection Policy in Place:			90%

Note:
(1) The overall status of the performance by these operators has likely changed since the time of their initial Monitoring Report.
(2) General liability insurance for project only, facility owners/operators may have “other” insurance coverage in place.
(3) Some facilities do not retail fuel or have a pre-pay system in place so collection policies are not necessary.

Results:
As indicated above, the BP’s and monitoring do not result in a perfect outcome.  There are however vast improvements in the facility operators’ capacity to operate and maintain the facility in a business-like manner.  Once the participants have attended the BP training and received hands on training in their community, they are better prepared to be successful in complying with the requirements of the BP’s.  We believe that by engaging an independent contractor in the monitoring process there are stigmas with “government” removed, allowing the contractor and the facility operator to focus on the task at hand rather than being side-tracked by other issues.  There are also opportunities for consistency in the guidance given to the operators.  The Itinerant training, participation in AEA’s Circuit Rider program, and continued monitoring are all vital components to the continued and improved success of these projects.

Insurance:
Many of the facility owners are tribal entities with little or no options for affordable insurance coverage.  The Denali Commission established a committee several years ago to address this issue, which resulted in the conclusion that there are not many options and even fewer affordable options for tribal entity insurance coverage.  Thus, this is partially reflected in the percentage of facilities with insurance coverage.

Multiple Participants:
Having multiple participants in one facility has issues with accounting for multiple entities.  Additional training in the development and implementation of accounting policies and procedures would be very beneficial.  In some cases, due to the lack of systems in place, the sole operation of the facility falls on the “primary operator” and/or causes further disconnect with participants.

R & R Fund:
The R&R fund requirement of the BP continues to be a struggle for many facilities but as indicated above, 35% more facilities have an R&R account than before they entered into their BP.  This should be viewed as a success rather than a failure.  With continued monitoring, training, and technical assistance, this number will likely increase.  

The electric utility projects have unique circumstances as compared to the bulk fuel facilities.  The electric utility operators are faced with collecting the R&R fund on top of already high rates.  This is compounded by record high fuel prices and the inability to recoup any of the cost of the R&R in the calculation of the Power Cost Equalization (PCE) program benefit. This unintended conflict between programs will require further education and implementation policies.  The Regulatory Commission of Alaska views the R&R funds as “pre-paid” depreciation expenses that do not fit the regulatory mythology of “the cost causer is the cost payer”, and are therefore ineligible expenses in the calculation of PCE.  

Continuation of Monitoring Program:
Continuation of this program is vital to the sustainability of these projects, now and into the future.  Sustainability can only be achieved when best business practices are in place. The BP’s require responsibility and accountability, which without them, sustainability is not possible.  Mentoring and training for specific skills, along with ongoing technical assistance should also be considered.  The standard schedule for monitoring has been approximately one year from the date the facility went into operation. Some of the first facilities monitored under this program are scheduled to be re-visited this year.   It is recommended that monitoring be increased to include a six month visit following the initial visit and then again every few years or sooner if needed.  The monitoring program is truly one of the best training opportunities available to rural Alaska facility operators and should be continued. 

