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OVERVIEW

This Monitoring Plan and Recommendations was completed under contract to the Alaska
Energy Authority as a follow-up to a Bulk Fuel and Electric Utility Upgrade project in Pedro
Bay, Alaska that constructed a new bulk fuel storage facility with two diesel storage tanks,
one gasoline storage tank, fuel fill pipelines, a diesel fuel transfer containment area, and a
gasoline retail dispenser.

The new bulk fuel Facility is located at two sites: (1) a bulk fuel storage, bulk transfer, and
dispensing site (the village site) is located in the vicinity of the community power plant, and
(2) a bulk fuel storage site (the school site) is located at the new school in Big Hill
Subdivision. The total Facility includes six bulk storage tanks and a dispensing tank. The
renovated Electric Power Generation Facility is located at the new school site and consists
of three diesel engine generators, automated switchgear, fuel handling, and a step-up
transformer bank.

A component of the upgrade project was the development of a Business Operating Plan,
which provided a guideline for the Pedro Bay Village Council’s maintenance and operation
and sustainability of the Bulk Fuel and Electric Utility Upgrade (the “Facilities”). The Pedro
Bay Village Council (the “Primary Operator”) is responsible to operate and sustain the newly
installed Facilities according to the criteria and guidelines outlined in the Business Operating
Plan.

Facility Participant
The Facility participant is:

Pedro Bay Village Council
Primary Contact Name: John Foss, Tribal Administrator
Phone: (907) 850-2225 Fax: (907) 850-2221
Address: Pedro Bay Village Council
P.O. Box 47020, Pedro Bay, AK 99647
Usage: The Council utilizes its facility assets to operate its utilities and to retail fuel.

Facility Components & Capacity

The proposed capacity of the electric facilities is 211 Kw — one 95 Kw and two 58 Kw
generators. The generators feed automatic load sensing switchgear and step-up transformers
and are sized so the largest generator is capable of handling peak loads.

The following table provides a summary of the tankage, by type of fuel, that is included in
the bulk fuel facilities:
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Facility Components & Capacities

Gallons Total Gallons Total
Storage /Dispensing Capacity Number  Per Tank  Gallons Per Tank Gallons
(Gross) (Gross) (Net) (Net)
Gasoline
Dispensing 1 8,000 8,000 7,200 7,200
Diesel
Existing Primary Storage 2 10,000 20,000 9,000 18,000
Intermediate Storage 4 12,600 36,600 11,340 32,940
Subtotal Diesel 6 56,600 50,940
Total Storage/Dispensing 7 64,600 58,140
Pipeline Components Number
Header (on-site) 1
Pipeline to dispenser 1
Single Product — Retail Dispenser 1

Community Information

The village of Pedro Bay is located at the east end of Iliamna Lake, at the head of Pedro Bay,
176 air miles southwest of Anchorage on the Alaska Peninsula. Transportation to the village
is by air or water and the State of Alaska owns and operates a 3,000-foot, gravel runway.

Pedro Bay, a Dena’ina Indian village, has 50 residents, of which approximately half are
Alaska Native. The economy of Pedro Bay is seasonally based and heavily reliant on fishing
and tourism industries, although residents also depend on subsistence activities. Most
occupied homes in Pedro Bay, many of which are used only seasonally, have individual wells
and septic systems and are fully plumbed. Water is derived from Iliamna Lake and
honeybuckets are used by some households. The Council is the primary provider of utility
services; it owns and operates the washeteria, health clinic, electric utility, water and sewer
utility, bulk fuel facility and associated retail fuel sales, and landfill.

Selected demographic and historical data for the community is provided below:

Population (2000 Census Data)

2005 (State Demographer) 62
2000 50
1990 42
1980 33
1970 65
Housing (2000 Data)
Occupied Housing 17
Vacant Housing Due to Seasonal Use 26
Other Vacant Housing 0
Economic Data (2000 Data)
Unemployment Rate 0.0%
Median Household Income $36,750
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Pedro Bay Village Council

The Pedro Bay Village Council owns and/or operates a variety of business and setrvice
activities in the community.

PEDRO BAY VILLAGE COUNCIL
CURRENT BUSINESSES AND SERVICES

Business or Service Description

Bulk Fuel Facility & Retail Fuel Heating diesel fuel delivery and

Sales gasoline fuel dispenser

Electric Utility Electricity for homes and bldgs.

Village Health Clinic Janitorial and maintenance,
property insurance and utilities

Landfill Refuse collection and landfill
maintenance

Sewer System Utility Honeybucket haul and septic
ISR

Washeteria Coin-op washer and drier

The Pedro Bay Village Council purchases fuel twice a year from the fuel supplier, Everett
Air, a Kenai airplane fuel delivery operator that can deliver approximately 2,000 gallons in
each trip. Occasionally, fuel may be delivered by barge if Lake Iliamna is accessible. The
Council purchases approximately 41,000 to 45,000 gallons of diesel fuel and 5,750 to 6,000
gallons of gasoline fuel annually. The Pedro Bay Village Council sells #1 diesel fuel for
heating and gasoline fuel for motor vehicles.

Additionally, the Pedro Bay Village Council owns and operates the community’s electric
utility, which maintains the generator plant, monitors electric meters at residences and
commercial businesses, and collects electrical fees. The Council participates in the Power
Cost Equalization (PCE) Program so the residential rate changes depending on funding
available.

The Village Administrator, John Foss, oversees and approves all expenditures made by the
Pedro Bay Village Council. The Finance and Contracting Officer, Rebecca Jenson, is
responsible for accounts receivable and accounts payable. All Council staff has the authority
to submit check requests, which must have supporting documents prior to being processed
by the Finance and Contracting Officer. Council checks must be signed by two authorized
signatories, of which there are currently four - John Foss, and the Council President, Vice
President and Treasurer. A copy of issued checks is attached to appropriate supporting
documents and filed at the Council’s office. The Council’s accounting office uses the
software program MYOB.

Since the Business Operating Plan, dated February 24, 2004, was finalized, there has been
some staff turnover — most notably the tribal administrator. The following chart illustrates
the staff relationships of the Pedro Bay Village Council Fuel Facility:
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PEDRO BAY VILLAGE COUNCIL
BULK FUEL FACILITY STAFFING

Tribal Council

Village Administrator/Facilty Manager

John Foss

Finance & Contracting Officer Pump Operator
Rebecca Jensen Floyd Knighton

The following chart illustrates the staff relationships of the Council’s new Electric Upgrade

Facility:

PEDRO BAY VILLAGE COUNCIL
ELECTRIC UPGRADE PROJECT STAFFING

Tribal Council

Village Administrator/Facilty Manager

John Foss
| |
Finance & Contracting Officer Plant Operator/Lineman Plant/Shop Mechanic
Rebecca Jensen Carl Jensen Keith Jensen
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Monitoring Site Visit

The Alaska Energy Authority contracted with Aurora Consulting, of Anchorage, Alaska, to
conduct a site visit to the Pedro Bay Village Council Bulk Fuel and Electric Utility Facilities
and to develop a “Monitoring Plan and Recommendations”. The scope of the assighment
included working with the Village to obtain information on existing management and
operational systems, comparing those systems to Business Operating Plan requirements and
other “best practices”, making recommendations for changes and/or training, developing
on-going monitoring tools, and/or working to cure any deficiencies or defaults experienced
by the Village.

Aurora Consulting staff member, Ann Campbell, traveled to Pedro Bay on December 8-9, 2006 to
meet with Village bulk fuel and electric facilities management and staff, including:

Contacts Title
John Foss Tribal Administrator/Facility Manager
Rebecca Jensen Finance & Contracting Officer
Carl Jensen Electric Utlity Plant Operator/Lineman

Monitoring Plan and Recommendations
The following Monitoring Plan and Recommendations is organized into three sections:

e Management and Operational Skills
e Business Operating Plan Compliance
e Recommendations

Management and operational skills identify those skills and practices that are crucial to the
short-term viability of a bulk fuel facility, while Business Operating Plan compliance areas
identify those activities that are required by the Denali Commission approved Business
Operating Plan.

Management skills include administration, fiscal systems, and collections. Operational skills
include the ability to perform maintenance, repair, and operation of the bulk fuel facility.
Both skill sets require knowledgeable and trained managers, bookkeepers, and facility
operators to manage and operate the Facility on a daily basis. In contrast, the business
operating compliance section details the key activities and actions required to be completed
by the Facility in order to be in compliance with the terms and conditions of their Business
Operating Plan.

Additionally, this report includes major recommendations for continued actions and training,
which are detailed in the conclusion section of this report. These recommendations are
limited to those actions necessary to meet the deficient management and operational skills or
Business Operating Plan compliance areas.
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BULK FUEL FACILITY MANAGEMENT/OPERATIONAL SKILLS

Financial Management

(1=Lowest Skill Level 5= Highest Skill Level)

1 2 3 4 | 5 | Financial Management Skill Areas

Annual Budget
x | Develop and utilize budgeting process
x | Staff understanding of budget
Bookkeeping
x | Develop and track facility costs using a Chart of Accounts
x  Understand and track operation & management (O&M)costs
x | Understand and track renewal & replacement (R&R) costs
Collection Policy
x | Policy in place
X Policy implemented
X Collections at appropriate level
Business Operating Plan
X Policy board has general understanding of Plan and requirements
X Management has general understanding of Plan and requirements
x | Staff has general understanding of Plan and requirements
X Management understands financial assumptions and tables
x | Staff understands financial assumptions and tables
X Management capable of annual Plan update
x | Staff capable of annual Plan update
Comments:
Annual Budget

The Pedro Bay Village Council develops an annual budget for all of the Village's operating
programs and enterprises, including the bulk fuel facility and the electric utility. The
manager and the finance officer are both involved in the annual budgeting process and both
understand and are able to utilize the budget information.

Bookkeeping

The Pedro Bay Village Council has a Chart of Accounts and is using the MYOB software
package as its bookkeeping system. It is primarily the finance officer's job to manage the
bank accounts, account payables, accounts receivable, and other general bookkeeping for all
of the Village’s operations and enterprises.

Both the village administrator and finance officer fully understand the difference between
the O &M and R&R costs that must be tracked by separate accounts, as indicated in the
Business Operating Plan.
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Collections Policy

The Village has a bulk fuel collections policy in place which seems to be working fairly well,
since customers that are more than 30 days delinquent are required to prepay for fuel or
electric purchases. At present, the majority of the electric and bulk fuel accounts are current
— there is approximately a $2,000 outstanding balance for bulk fuel and $1,900 for electric.

Business Operating Plan

Both the facility manager/village administrator and finance officer were able to cogently
discuss the general terms and conditions of the Business Operating Plan - including the
financial requirements, Denali Commission reporting requirements, and the Secondary
Operator Agreement. While the village administrator is relatively new to his position, and
therefore has limited working knowledge of the Business Operating Plan, the finance officer,
having attended the AEA Bulk Fuel Bookkeeper’s Training, is extremely familiar with the
Business Operating Plan and associated financial and management requirements. The
Village Council is generally familiar with the Business Operating Plan and its “big picture”
concepts, but does not have a working understanding of the Plan.
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Personnel Management

(1=Lowest Skill Level 5= Highest Skill Level)

1 2 3 4 5 Personnel Management Skill Areas

Job Descriptions
X Job descriptions current for all positions
x  Staff aware of/understand job descriptions
Staffing
X Staffing adequate to operate & maintain the facility
Training
X Staff has adequate training for job requirements
X On-going training in place
Comments:
Job Descriptions

Job descriptions, which generally include the bulk fuel and electric utility responsibilities,
exist for all of the bulk fuel and electric utility staff positions and staff has a good
understanding of their bulk fuel and electric facilities roles and responsibilities.

Staffing
It appears that the staffing level of the Pedro Bay Village Council bulk fuel and electric utility

facilities are adequate to operate and maintain the Facilities.

Training

All of the management and staff of the bulk fuel and electric utility facilities appear to have
adequate training for their job requirements. Although it does not have a formal written
training plan, the Native Village of Pedro Bay seems to be responsive to training
opportunities and staff members have successfully completed a wide variety of training
courses.
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Operations Management

(1=Lowest Skill Level 5= Highest Skill Level)

1 2 3 4 5 Operations Management Skill Areas

General Operations
X | Management/staff have general understanding of operation needs
X System to schedule tasks for routine maintenance
X System to schedule tasks for non-routine maintenance

Inventory Control

X Inventory control system in place

X Know what parts to keep in inventory for routine maintenance
Emergency/ Spill Response
X Staff can explain/locate oil spill response plan

Written safety policy

Comments:

General Operations

Management and staff expressed that they have a good understanding of operational needs
and understand what routine maintenance functions need to occur. Currently, there appears
to be a more formal process for scheduling tasks for the routine maintenance of the electric
utility facilities than for the bulk fuel facilities.

Currently, the Village intends to utilize the R&R maintenance schedules contained within the
Business Operating Plan as its non-routine maintenance guideline.

Inventory Control

Currently, minimal supplies are kept specifically for the Facilities. This is in part due to the
small scale of the Facilities, the newness of the Facilities, and the design of the Facilities - all
of which limit the range and quantity of required parts. The facility management is currently
reviewing the efficacy of maintaining specific inventory of facility components.

Emergency/ Spill Response

The Facility staff was able to locate Emergency/Spill Response plans; and, were generally
familiar with their contents. And, while staff seemed confident that they would be able to
handle a fuel spill — they were not totally conversant with the requirements of the
Emergency/Spill plans.
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BUSINESS OPERATING PLAN COMPLIANCE

Financial Management
Yes No NA  Financial Management Compliance Areas
O>*M Accounts
X Accounting established for both bulk fuel and electric utility
X Regular deposits into operating accounts
X Systems in place for $10,000 authorizations
R&R _Accounts
X Accounting established for both bulk fuel and electric utility
X Regular deposits into accounts
X Interest-bearing savings accounts
X Resolutions required
X 2 signatures required
X Escrow account established
X Resolutions required
X 2 signatures required
Budgets
X O&M budget
X Prior to fiscal year
X R&R budget
X Prior to fiscal year

Business Plan Updates

X Review assumptions
X Update fuel surcharges & update electric budgets
Audits
X Annual audit conducted by qualified, independent auditor
X Copy to Denali Commission
Annnal Report
X Submitted to Denali Commission timely
X Summary of O&M and R&R Projects
X Expenditures and account balances
X Upcoming O&M and R&R budgets
X Updated business plan financial tables
X Other information
Insurance
X General liability insurance in place
X Other insurance in place
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Comments:

O>M Accounts

The Village has an established operating bank accounts at Wells Fargo into which the bulk
fuel and electric utility operating funds are deposited. Currently, Village purchases under
$250 can be signed off by the Tribal Administrative Support Specialist, Finance Officer,
Public Works Technician and Mechanic, and Building Maintenance Lead. Purchases under
$10,000 can be signed off by the Administrator and the President/Administrator, while
purchases over $10,000 can be signed off by the Administrator/President at Board
Approval.

R&R Accounts

The Village has not established an interest-bearing savings account for its R&R funds; but
plans to do so prior to the end of this operating year. The Village Council has struggled in
past years to meet all the financial obligations for the bulk fuel facility and to generate
sufficient cash to purchase new fuel — however, due to diligent staff/management efforts,
the bulk fuel operations is now generating sufficient cash to fund operations, purchase new
fuel and fund the bulk fuel R&R account. The Village plans to deposit the first year’s R&R,
prescribed in the Business Operating Plan, prior to the end of the fiscal year. It is less clear
that the Village will be able to fully fund its Electric Utility R&R account, but does plan to
make some deposit into the account prior to the end of the fiscal year.

Budgets

The finance officer has established on-going operating budgeting procedures for updating
both the bulk fuel facility surcharge and operating the electric utility. The Pedro Bay Village
Council will continue to rely upon the R&R schedules provided in the Business Operating
Plan for is R&R annual budgets.

Business Plan Updates
The Pedro Bay Village Council has updated the Business Operating Plan assumptions
annually to reflect their current situation.

Aundit
The Pedro Bay Village Council had an audit in 2005 conducted by Mikunda Cottrell of
Anchorage, Alaska and plans to have an audit conducted for 2006 as well.

Annnal Report

The Pedro Bay Village Council’s fiscal year ended on September 30, 2006 — and, as such,
their annual report is due to the Denali Commission by December 31, 2006. However, the
Council has not yet received the report template prepared by AEA, and will complete the
report as soon as they receive the template.

Insurance

The Pedro Bay Village Council does have general liability insurance on the electric utility:
$2M General Aggregate. The electric utility also has Property Insurance: $60,000 with a
Coinsurance Rate of 90% of Replacement Cost as well as $15,000 Business Personal
Property $15,000 with the same coinsurance rate. Additionally, the bulk fuel facility has
insurance on the fuel tanks for $139,285 with a Coinsurance rate of 90% of Replacement
Cost and has general liability coverage.
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Personnel Management

Yes No NA  Personnel Management Compliance Areas

Facility Manager
X Manager designated
X Changes reported to Denali Commission
Staffing Adequate
X |  Staffing adequate
Training Plan
ox - Training plan in place
Comments:
Facility Manager

According to the Business Operating Plan, the tribal administrator will be the Facility
Manager for the Bulk Fuel Facility in Pedro Bay. The change in tribal administrators has not
yet been reported to the Denali Commission, but will be on the upcoming annual report.

Staffing Adegnate
As mentioned previously, the current staffing seems to be adequate for the overall operation
and maintenance of the facility.

Training Plan

The facility manager is cognizant of the need for updated employee training and each of the
key employees has received sufficient training to ensure complete compliance with the
Business Operating Plan.
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Operations Management

Yes No NA  Operations Management Compliance Areas

Facility Components in Good Working Order

X - Facility components in good working order
SPCC

X SPCC on-hand

X SPCC current
Facility Response Plan

X Plan on-hand

X Plan current
Coast Guard Operations Manunal

X Manual on-hand

X Manual current

Comments:

Facility Components in Good Working Order
In general, the facility components appear to be in good working order. During our site
visit, we did not notice any usual issues with the physical facility (see attached photos).

SPCC/ Facility Response Plan/ Coast Guard Operations Manual
The Village has received its copies of the Facility’s regulatory plans and its Operations
Manual; and the staff was able to locate them during our visit.
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RECOMMENDATIONS

All of the Village management and staff interviewed demonstrated a genuine interest in fully
understanding and implementing the Business Operating Plan. The Village
management/staff made themselves available for a thorough site visit to answer questions
and review the Business Operating Plan and facility operations. The Village management
and staff expressed interest in fully complying with terms and conditions of the Business
Operating Plan and managing the Facilities in a sustainable manner. As indicated previously,
the Pedro Bay bulk fuel facility and electric utility is very well managed, operated and
maintained; its staff is very experienced and well trained; and, its management is committed
to compliance with the Business Operating Plan. As such, we have very few
recommendations regarding systems, procedures, or operations.

However, it should be noted that the community of Pedro Bay is very small — the current
population estimate is 62 — and, as such, the community will likely continue to struggle to
generate sufficient cash to fully fund operations, new fuel purchases, and R&R payments
into their savings accounts. The Village understands the need for the R&R accounts, and for
the need to maintain the facilities into the future, and seems committed to making a good
effort in that regard.

The following outlines the systems and procedures that should be addressed by the Village,
areas that technical assistance/training may be warranted, and operational areas requiring
tollow-up:

ASAP Within  On-
Systems and Procedures year  Going

Establish R&R bank accounts X

Develop electric utility process for “fuel surcharge” to apply to X
customer rates during periods of rapidly rising fuel costs —
including school district

Submit Annual Report to Denali Commission X

Identify specific training needs and develop a written plan X

Technical Assistance/Training

Business Operating Plan training for administrator X

Develop plan for on-going training X

Operations

Develop system to schedule tasks for bulk fuel routine X
maintenance

Develop better understanding of procedures to follow if there is X
an oil spill
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TRIP PHOTOS
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