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Funding Request & Statement of Conformance




Statement of Conformance with Denali Commission Policies 

& 

Project Funding Request 
Project:  
Takotna Community Association- Sterling Landing Bulk Fuel Upgrades

Submittal:  
65% Design Documents dated April 2003, 

Construction Manager Budget & Commitment letter dated April 10, 2003, 
TCA Project Approval Resolution dated April 8, 2003, 

Business Plan dated March 24, 2003
Date:  

April 22, 2003

Participants:  
Takotna Community Association (TCA)

Project Description:  The construction project includes: 

· A new consolidated tank farm located at Sterling Landing, and

· A bulk fuel transfer containment area complete with transfer pumps.  

All bulk tanks will be equipped with redundant overfill protection.

Status:
 The TCA has reviewed, and accepted by resolution, the Conceptual Design Report, 65% design drawings, and Business Operating Plan dated March 24, 2003.   

Remaining permit efforts include submitting the final plans to the State Fire Marshal for approval, and obtaining required clearances from SHPO. These remaining permit actions are anticipated to be completed by June 1, 2003.  

Site Control: 

Sterling Landing:  A draft purchase agreement has been drawn up between TCA and the current property owner, MTNT Inc. to transfer the proposed tank farm parcel to the TCA.  The stated intent of the Agreement is for MTNT to lease the property to the TCA until the facility is constructed and an as-built survey has been completed, at which time the parcel will be sold to TCA.  MTNT has issued a resolution stating its support of a tank farm at Sterling Landing and its intent to deed land for the tank farm to TCA in exchange for fare market value compensation.

Estimated Construction Cost:  The estimate for the Sterling Landing Bulk Fuel Upgrade project is $1,168,318.  The value used for Cost Containment analysis is the total project cost less CDR and BOP expenses.  This value is $1,131,832 ($9.05/gal), including a 10% contingency, which is sufficient to account for variances that might occur during construction.  

FUNDING REQUEST

The Alaska Energy Authority requests that funding be provided for this project as designed, and as approved by the Takotna Community Association.  The value of this request is:

$986,215
Attached is AEA’s Budget Estimate for the entire project, start to finish.  As can be seen, phase 3 construction requires $1,168,318. Subtracting previous funding from the DC and other sources results in the current request amount.  

Please note that this project is intended to replace Stony River Bulk Fuel on the AEA/AVEC Joint Funding Request List that was adopted by the Denali Commission in January 2003.  Stony River was slated for $1,641,120 and would be funded at the $29,734,066 (AEA only, $45,109,215 joint funding) level.

DENALI COMMISSION POLICY COMPLIANCE

PRIVATE ENTERPRISE POLICY (Draft February 18, 2002)  

No Private Enterprise is involved in this project.  The project is designed to maintain the existing TCA ownership and operation of community fuel retail purchase and delivery.

ENERGY PROJECT DESIGN CAPACITY POLICY (April 26, 2002)

Design Capacity:  Sterling landing typically receives two barge deliveries of fuel each year.  However, on past occasions, river conditions have limited the number of barge deliveries to one annually.  The tank farm at Sterling Landing is designed to provide sufficient fuel storage capacity to meet the projected 13-month fuel needs for the community of Takotna over the next 10 years.  

Future Expansion:  The Department of Transportation is planning to construct a new 4,000-ft airstrip in Takotna.  Other proposed airport improvements include the addition of runway lighting, a beacon, and a snow removal equipment storage facility. Additional capacity has been provided to account for increased energy demands due to these improvements.

A sanitation feasibility study recently completed for the community recommends several improvements including a piped water and sewer system.  The increase in fuel consumption to operate a piped system, including energy requirements for heating and distribution purposes, has been included in the proposed design capacity.

Rate of Change of Population:  The population of Takotna has fluctuated substantially in the past, making growth trends difficult to extrapolate from historic records.  The current population is approximately 78, excluding seasonal residents and local miners that depend on Takotna for local services. However, recently completed and near-term infrastructure improvements in the community are expected to trigger a growth trend over the next decade.  The projected 10-year population is 85 residents.

Historical Power Production and Consumption Data:  Power plant fuel consumption data was used to verify the power plant fuel storage requirements.  Between 1998 and 2002, the fuel consumption for the power plant appears to have averaged approximately 23,000 gallons annually.  During the peak year, 2002, twenty six thousand (26,000) gallons were consumed.  The community considers 2002 to be the most representative of future years to come.  

Usable vs. Shell Capacity:  A usable fuel storage capacity of 90% was used for bulk fuel storage capacity.

Fuel Delivery Method:  The only method of fuel delivery to Sterling Landing is by barge.  Fuel is transported from Sterling Landing to Takotna using a TCA-owned truck and tank trailer. 

Seasonal Variations:  The storage tanks at Sterling Landing are used for temporary storage of fuel during barge off-loading and fuel haul operations during the summer only.  Separate facilities in Takotna are required for year-round storage of gasoline and diesel fuels. Since all fuel is delivered during the summer, seasonal fuel consumption variations are not anticipated to impact the operation of the Facilities.

Infrastructure Development:  The design capacity conforms to the criteria in the Commission’s Policy-Energy Project Design Capacity (April 26, 2002). The tank farm capacity is based on an estimated 10-year population growth projection and the assumption of one barge delivery per year.

Disadvantages of Deficit Tank Farm Storage Capacity:  The two primary disadvantage of inadequate storage capacity at Sterling Landing are that more frequent barge deliveries would be necessary and, if river conditions prevented barge service, fuel would need to be flown to Takotna.  Both scenarios would create hardships for residents in terms of heating fuel and power costs.    

BULK FUEL PIPELINES & DISPENSERS POLICY (April 26, 2002)

Fuel Receipt and Distribution Design:  The Sterling Landing facility is designed to receive fuel deliveries by barge at the existing barge landing site.  The existing tanks at Sterling Landing have no fill manifold or header. Individual tanks are filled through threaded top penetrations using the hose from the barge.  The new facility will include a dual product barge header at the tank farm. and manifold piping to each tank.  No pipelines outside the bulk tank farm area are proposed.  

Marine Header and Loading Rack:  A dual product header for offloading of fuel from a barge will be included within the limits of the Sterling Landing Tank Farm.  A fill line(s) to the barge landing area will not be required.  The project will also include a bulk transfer containment area complete with transfer pumps for loading TCA’s fuel truck.

Distribution Pipelines:  No distribution pipelines are proposed for this project. 

Dual-Product Dispenser:  No dispensing is planned.

COST CONTAINMENT FOR ENERGY PROJECTS POLICY (Revised April 26, 2002)

Cost Effective Design:  The proposed design meets community capacity needs while addressing safety, regulatory and code requirements.  Given the scope of the project, methods allowing for construction in a single season will minimize costs.  These methods include utilizing shop fabrication as much as practical to minimize field erection work, and utilizing skid mounted, horizontal, double wall tanks to minimize earthwork requirements.

Need Specific Design:  The proposed tank farm location meets applicable setbacks to property lines and ROWs, and is readily accessible by barge.  

Energy Project Design Capacity Policy:  See above.

Proposed Capacity Comparison:  The proposed fuel storage capacity is less than 120% of the current fuel storage capacity.  The proposed gross storage capacity is 125,000 gallons, which is 2,000 gallons less than the current capacity of tanks at Sterling Landing. 

	 Gross Capacity Change

	Existing
	Design
	Benchmark 
	Capacity
	Percent

	Capacity (Gal)
	Capacity (Gal)
	Increase (%)
	Increase (%)
	Variance

	127,000
	125,000
	120%
	-1.6%
	0%


Unit Cost Benchmark:  The construction cost estimate for the entire project is approximately $1,131,832 (total cost less CDR and BOP cost).  Given a gross storage capacity of 125,000 gallons, the resulting cost per gallon is $9.05/gallon.  The benchmark cost for this tank farm is $11.37/gallon.  

	Cost Variance

	Project Cost
	Design
	Project Cost
	Benchmark
	Benchmark
	Benchmark
	Percent 

	(Total $) 
	Capacity (Gal)
	($/Gal) 
	Range ($/Gal)
	Target 

($/Gal)
	Variance ($/Gal)
	Variance

	$1,131,832
	125,000
	$9.05
	$9.50 to $8.50
	$11.37
	  ($2.32)
	 -20%


The fuel supply scenario to the Village of Takotna is relatively unique among rural Alaskan communities.  The Village itself cannot be reached by barge, and relies on a 26-mile dirt road between Takotna and Sterling Landing for fuel and freight transport.  Due to river ice, Sterling Landing can be reached by barge only for a limited amount of time each year, usually no earlier than the first week in June.  The last barge out of Sterling Landing usually departs in mid-August, and the road to the village becomes impassible in September. These logistics mean that Takotna must receive all of its annual fuel supply during a narrow summer window.  Fuel receiving facilities at Sterling Landing play a critical role in providing fuel to the community.     The existing rag tag assemblage of tanks at Sterling Landing present a serious threat to the environment and worker safety; local fuel barge companies do not endorse the filling of non-code compliant tanks, and may refuse to service the tanks in the near future.  The proposed facilities at Sterling Landing will provide for safe, reliable means of off loading and storing fuel.  

Respectively Submitted for your consideration,

Mark Schimscheimer

AEA/REG Project Manager

269-4689

Deering Bulk Fuel Upgrade Project

DENALI COMMISSION ACCEPTANCE:

Accepted:







Date:





Denali Commission Staff Representative

Rejected:







Date:





Denali Commission Staff Representative
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