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Before you begin

If you could save 30 percent, 40 percent, even 50 percent of the cost

ofheating your community buildings, would you consider it worthwhile
to read the next 20 pa?es. This book describes one of the easiest ways

to cut the cost ofyour Tuel.

Buying fuel at the lowest possible price should Interest nearly everyone.
Your village could cut fuel costs substantially by requesting competitive
bids from a large group of suppliers. And you could cut fuel costs even
further by cooperating with other communities on fuel purchases.

Coastal Yukon Mayors Association
member communities

Yukon Hlvn Aron, Western Alaska



You don't need to be a fuel expert, you don't need to spend large
amounts ofmoney up front, and you don'tneed a complicated set ofrules
In order lo form & cooperative buying organization.

Sound too good to be true? It's not. The Coastal Yukon Mayors
Association (CYMA) has demonstrated that a cooperative hidding and
buying agreement is not only possible but also very profitable for the
communities Involved. This book focuses on the association's success in
organizing a cooperative fuel purchase. It Is mostly about how rural
community governments can pull together to lower fuel costs. Other
organizations, such as schools, also may And the handbook useful for
understanding and adopting cooperative purchasing.
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Chapter 1

Low cost ways to cut fuel costs

In rurai Alaska, healing fuel has always been one of the most expensive
ltems In community budgets. Heating fuel and gasoline often cost twice
as much In rural areas as they would in other parts of the United States.

During the 1980s, when state Income rose dramatically and the slate
passed part of the funds annq_to local %overnc—nts, many communities
In Alaska built new public facilities, such as cc.. .ne.nlty centers, schools,
equipment garages and city offices. "Hie amount of fuel needed In most
communities Increased. New buildings needed fuel for heating. New water
systems needed fuel to prevent freezing during Uie long winter months,
And new police vehicles, ambulances, ?arbage trucks, fire trucks, road
graders and oilier heavy equipment all added to the fuel needs of the

community.

Unfortunately, now that the buildings are In place and equipment has
been purchased, state money and local revenues are decreasing. There
is less and less money available to pay for operating and maintenance
costs. Including fuel purchases.
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As a community leader who wants to cut back on operating expenses,
you can look at a variety of fuel-reducing options. You might decide to
reduce fuel use by practicing conservation. You might decide to use waste
heat recovery orother less expensive energy sources. The drawback to
these options Is that they require you to spend money hefore you can
begin to save.

The one option that does not require Kou to make a big up-front
Investment Is to reduce the cost of fuel. That's v/here cooperative pur-
chasing and competitive bidding come In.



Chapter 2

Cooperative purchasing

What is cooperative purchasing?

Cooperative purchasin? Is based on the simple Idea Uiat buying In large
amounts will result In a fower "per unit" cost. For example, Ifyou buy a
Pallon ofgasoline at the pump at ourwlla_He store, the cost I prettK high.
fyou buy thousands of gallons, [ike the village store owner does, the cost
per gallon will probably be much less.

10, O 00O 4al\ons
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Under a cooperative purchasing arrangement, several organizations
combine their orders and a?ree to purchase together to get lower prices.
Saw{]gs are passed on to all the participants in the cooperative arrange-
ment.

City governments throughout the country have used cooperative pur-
chasing arrangements to cut the cost of evcrytling from office supplies
to heavy equipment. Cooperative purchasing is especially good for small
cities because they can get cost reductions that only large Burchasers
usually get. However, to get these cost reductions you must buy a large
amount of a particular Item. This might be difficult if a group of com-
munities were buying furniture or equipment, Each community would
have to ai =~¢ to purchase the same style, make and variety to'make a
large enough order for a price break. Fuelis ideal for cooperative buying
because most communities need the same kind of fuel.

Why do you save money when you buy in large amounts?

The savings from volume buying comes from sharing transportation
and handling costs, from buying atwholesale prices inste.* . of retail, and
from reducing (lie supplier’s collection and billing costs. Sugphers like
the convenience of dealing with one large customer, rather than several
smaller ones. They'll often pass some of their "profit" on to the large
customer, Just because it’s so much more convenient to handle one large

order.
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Chapter 3:

The Coastal Yukon Mayors Association Story

cities throughout rural Alaska cftfc fallow. fcVMA’s rl4fmember >
located neaéélgj Lower Yukon River, have popula-
*

=.'Mlrihsrthglhg from 13" to 000J........ N . L
> e hy m, m' ... |- - ' m

~The Coastal ukon Mayors Association (CYMA) Is a nonprofit organiza-
tion formed in 1986 to encourage and coordinate cooperative ventures,
Its primaiy purposes are to distribute Information among its member
communities, to serve as a forum for discussing common issues, and to
advocate common positions. The CYMA also set up a cooperative arran-
gement for its members to request fuel bids together.

The CYMA cannot commit any member community to buy from the
successful bidder, and it cannot sign any contracts for member com-

munities.

The member communities of Uie CYMA have signed a coogerative
agreement to call for fuel bids together. It is not an agreement to buy fuel
together. The difference is important. ‘the participating communities
agree to combine theirindividual fuel orders into one hid, instead ol each
community Issuing separate bids for fuel, ‘ihe cities may accept or decline
the low bid received throu%h the CYMA. Those that accept agree to
purchase fuel from the low bidder. Those that decline have the right to

decide not to follow Uirough on a purchase.

The member communities have not delegated any of their municipal
powers or responsibilities lo the CYMA.
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The first venture of the CYMA. was to coordinate a bulk fuel purchase
for its members. In 1987 Uie CYMA asked for bids for 479,000 gallons of
diesel fuel and accepted a bid of ss.6 cents ($0,386) per Pallon. Many
member cities had previously paid more than s: per galion, but how
much of the reduction was the result of the cooperative |dd|n?, process
or how much the result of other factors is not clear. Most participating
communities helieve the lower cost was at least partly because of their
cooperative effort. Some fuel suppliers estimate you can save from 10
percent to 20 percent of fuel costs by buying in large quantities, depend-
Ing on the amount purchased.

Bureau of Indian Affairs: Fuel supplier to rural Alaska

The Bureau ofIndian Affairs ?BIA), in coopciation with the military,
Purchases large quantities of fuel for resale to rural communities
hrouPhoutAIaska. The price offuel offered through the BIA generally
establishes the price of fuel throughout the Industry.

For 1989, the cost of fuel oil through the BIA varied between $1.10
and $1.32 per gallon. This price breaks down lo 58 cents per gallon
for tire cost of extracting the oil from the ground and refining it; 42
cents per gallon for transporting It from the refinery to the village; and
10to 32 cents per gallon for handling and BIA fees.

'flic BIA olTers (1uantity discounts for fuel purchased by a single
customer. Discounts ran%e from 1LoG.5 cents pergallon for quanliUes
0f 25,000 to Smillion gallons.

Partt the reason the BIA can offer discounts Is because they receive
a discount at the refinery. Refineries offer discounts both on large
one-Ume purchases and on large installment purchases. They do not
advertise or "post” these discounts; they ne?otlate with each buyer.
Refineries will generally give discounts of 2 lo 3 cents per gallon for
single purchases exceeding 420,000 gallons (10,000 barrels%.

Many private suppliers offer prices within range jf the BIA’s prices
because they, too. negotiate large-volume discounts at the refinery
and can pass them along to their customers. But you may find that
neither the refinery nor your supplier will tell you about the discount
unless you ask.

For more information about the BIA's fuel program contact the U.S.
Bureau of Indian Affairs Fuels Program, Seattle Support Center, P.0.
Box 80947, Seattle, WA 98108. telephone (207) 764-3328.
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In 1988 the CYMA called for bids for 260,000 gallons of diesel fuel. The
lowest bid was 83.6 cents ($0,836) per gallon.

In 1989 the CYMA asked for bids for 320,000?a||ons of diesel fuel. Two
companies responded. The lowest bid for diesel fuel was $1.16 per gallon,
and the high bid was $1.26 per gallon. Tho fuel supplier for the CYMA In
1989 estimates participating communities saved from s to 9 cents per
gallon by bidding and buying together, rather than buying separately.

Even though the CYMA now has a three-year track record on bid
openings, the cooperative is still trying towork outa number ofproblems.
For example, some member communities have cash flow and credit
problems that delay fuel shipments to their communities. Others are not
ab&e to agcurately estimate their fuel requirements and either over- or
under-order.

CYMA's cooperative Purchasing arrangement Is worth a closer look,
even with these difficulties.
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Chapter 4:

Cooperative purchasing: What the lawallows

I3WB «!ISff.'fnu8t aJidw.torcooperation among eommuniltlefi

tjjift.a.t'y. f kit ai | Fin e U

Do your local laws allow you to join into cooperative
agreements? -

Al communities should have an ordinance In effect which authorizes
tlic community lo enter Into cooperative agreements. A sample ordinance

Is provided In Appendix A.

Your community also may have ordinances or regulations that govern
purchasing. Any cooperative arrangement you enter Into should comply
with your community’s purchasing rules and those of other participating

communities.

A community cannot use a cooperative arrangement to get around any
restrictions found in Its own ordinances or regulations.

Allcommunity spending must be In accordance with your budget. Mosl
city councils and borough assemblies pass their budgets al the beginning

of their fiscal year,

A cooperative organization cannot make the flnal decision on how to
spend a member community's money unless the governing body of the
community 1 »s authorized the cooperative to do so.
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More Information about state laws concerning cooperative agreements
IS provided In Appendix A,
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Chapter 5:

A framework for cooperative purchasing

How can you cooperate?

thThere are al least four ways communities can cooperate with each
other.

Informal cooperation

The simplest form of cooperation Is Informal. One community might
volunteer occasionally to do something for the benefit of another com-
munity, without a contract or written plan. This kind of cooperation
happens frequently In rural Alaska. For example, one village might lend
a piece of special equipment to another village.

EVELS OF

ulo\luntc\r\j joccosional
* no Contrac-t
.common proceed. and under*darH\\n”"

e N0 contract
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Informal cooperation could be used for fuel purchasing. Your village
might simply agree to order fuel with a nearby community, oryour village
government and your local school district might buy fuel together.

Planned cooperation

Another type of cooperation Is when cities work together on a project,
without a formal contract. The understanding may or may not be written.

During its ilrstyear ofoperation, the Coastal Yukon Mayors Association
(CYMALd|d not have a written understanding among the partmpatmg
cities. Unfortunately, this led Losome confusion when the CYMA ordere
fuel for participantS who had not committed themselves to Purchasmg
fuel from the supplier selected by the CYMA The CYMA later wrote a
formaI.P_Ian called "Lhe Cooperative Agreement for the Purchase of Fuel."
A modified version of tills agreement is provided in Appendix B and Is
discussed further In Chapter e.

The CYMA agreement Is not a contract among the ﬁarticipating com-
munities because It docs not re(1_U|re them to purchase through the
CYMA The agreement merely outlines the E_rocedure the participating
EI&II(\EASAWI” use for obtaining fuel bids and making purchases through the

A more general agreement fonn for cooperatively purchasing any item
also is provided In Appendix B.

Either before or alter you develop a _cooBerative aqreement with other
communities, each community governing body should pass a resolution
approving the agreement. The resolution should cmpliaslzc that Die
community Is participating In the cooperative for Lhe benefit of the
community mid the public. A resolution is not absolutely necessary for
the cooperative agreement since a commitment of funds is not required,
but it gives the cooperative organization _supPort when It Is acting on
behalf of Lhe community. A sample resolution Is provided In Appendix C.

ewritten contract
* law suits posbtble.

ocreate a
Separate

agency
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Cooperation by contract

A third kind of cooperation involves written contracts. Contracts are
formal, legal documents that ofien Involve a commitment of funds. A
community that falls to do what it had agreed to do under the contract
can be sued for damages or hardsh|F suffered by the other communities
that signed the contract. For example, damages could Involve additional
costs for fuel if your community misses placing an order because one of
the other communities hacks out of the sqned contract, or if another
community holds up the purchase until it Is too late to deliver fuel by

barge.
Cooperation through the creation of a separate agency

Sometimes creating a separate agency Is Lhe best way for communities
to cooperate. The cooperative agency acts for all of Its members.

When you create a new agency, you have lo decide several legal
gue.snons, including who has the power to do what. You'll also have to
ecide who will be your representative at cooperative meetings. You could
choose to send elected or appointed city officials, such as Clt?/ council
members or the city manager. Or, you could appoint a knowledgeable
person from the community as your representative.

Sometimes It Is more efficient to provide services on a regional basts.
If so, a separate aﬁency Is useful. Good examples of tills type of regional
organization are the regional Native nonprofit organizations Uiat provide
awide variety ofservices throu%hout rural Alaska. Most of these organiza-
tions were formed by Native tribal governments. Under federal law, tribal
governments have the respon3|b|l|t%/ lo provide certain services to tribal
members. Recognizing tlial man?/ of these services, such as housing and
health care, are more efficiently provided on a regional basis, tribal
governments created cooperative nonprofit organizations and gave them
the power lo provide services on behalf of all members.

The CYMA is one example of cooperation through a separate agency.
Although an Important a(;tlth ofthe CYMAIs tohandle the cooperative’s
fuel bid agreement, that is only part orwhat it docs. Us primary purpose
Is to provide a forum for Its members lo communicate about'Issues of
common Interest. The CYMA facilitates cooperation among Its members.
It has no authority to commit or contract for any of Its member com-
munities because the member communities have not given It any

mu: tpal power or responsibility.
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Participation

8 M o (ipindj,

Nflo o u ry

m tfiolititf

-iiL Sa L

tATch frivV H o it

Sutulcy;o>

Who should participate In your cooperative arrangement?

Under Alaskan law, your community is allowed to cooperate witli other
communities, and with the state and federal government.

You also can cooperate with other governmental bodies, includin%
school districts, housmg authorities, tribal governments or nonprofi

organizations established by a government.

Should you cooperate with for-profit organizations?

It's probably best not to Include for-profit organizations in your
cooperative,

Ih e Alaska constitution prohibits spending public money or extending
public "credit" for a purpose that Is not a "public" purFose. If your
cooperative arrangement could result in appropriating public funds or In
extending the credit of a local government to a private organization, the
arrangement could violate Article 9, Section & of the state constitution.

Local governments should not, as a matter of policy, favor one private
enterprise over another private enter}pnse. Your community might have
more than one local fuel distributor. These distributors may compete for
customers among the community’s residents. Letting one local fuel
distributor and not another participate in the cooperative purchase would

interfere with their competition.

For both these reasons, the CYMA does not extend its cooperative
services to private for-profit organizations. The cooperative agreement
allows nonprofit and charitable organizations to participate, although
none have participated in a fuel bid so far.

"Hie fact that local governments and other governmental agencies are
acting togeLher lo lower the cosL of fuel should” benefit the private sector.
Prices quoted to the coog)eranve arc public information which private
businesses and Individuals can use to negotiate their own fuel prices.

Something else to think about In deciding who should participate in a
cooperative Is the transportation system. For fuel—purchasmﬁ coopera*
Uvcs. everyone should have the same method of fuel delivery. For
example, most members of the CYMA share the Yukon Idvcr as a common
transportation system. Most of the communities have fuel shipped in by
barge. They arc close enough to each other to make it possible for those
bidding to supply fuel to calculate a common delivery cost. A common
delivery system Is important If participants Insist on one price for all
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participants. However, a common delivery syéstem IS not necessary If the
participants are willing to accept varying bids. The CYMA has a few
member cities that do not use the Yukon River as a transportation route.
In 1987 two of these communities received a slightly higher bid through
ihe CYMA than other participating members. The difference in tire price
reflected the higher transportation cost to these communities. But their
fuel costs were still lower than before they Joined the cooperative.

A common transportation system also maY be Important from the fuel
supplier's standpoint. Fuel suppliers can only bid if they have the ability
to provide the service. It might be difficult, for example, fora community
on the lower Yukon and a commu_mt)é in Southeast Alaska to try to
purchase fuel together in a cooperative because interested fuel suppliers
might not be able to ship to both communities.
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Chapter 6:

Key elements of a successful cooperative
purchase

Who will be responsible for coordinating the fuel purchase?

Central coordination Is crllical to the success ofa cooperative. Central
coordination will save you money because each community is not spend-
ing funds to conduct a separate bid process.

Onefperson_ or organization must be responsible for gathering all of the
fuel Information from the participants, preparing a bid package, adver-
tising for bids, receiving bids and selecting the lowest responsible bidder.
This Job In the Coastal Yukon Mayors Association (CYM_AS) IS done by the
administrative staff of one of the participating communities. Currently,
they are paid for their work out of dues each community pays to the
CYMA. Another waY to raise the money to pay for this coordination role
is to collect a small Tec from each community based on how much fuel
they ordered. For example, you might assess each community one cent
per gallon as an "administration" fee.

An outline explaining who docs what In a cooperative is provided in
Appendix F,
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How will bidding be handled?

For most community purchases, you must obtain bids If the expected
lourchase price Is over a certain amount. For some communities this limit
s $250. For others it may be $2,000. These and other requirements for
bidding vary from community to community. It Is Important from a legal
standpoint that bid procedures used by the cooperative be similar to the
bid procedures of each participating community. If the cooperative's bid
procedures are different from your community’s bid procedures, your city
council should amend Its laws governing bid procedures. A sample
ordinance is provided In Appendix A, You may also refer to the Local
Government Handhook, pages 8-10 of Chapter 3, Section 4.

The ty’oical bidding procedure begins with a formal advertisement of
the bid tlirough newspapers or other ﬁubhcanons. A sample advertise-
ment Is provided In ApPend|x D. You should also send a natice of the bid
to any suppliers you already know arc interested In submitting a hid,

When prospective bidders answer the ad, you should send them a bid
form. The form should allow space for the bidder to describe the Item to
be supplied and to give costs _quanﬂ}y, dcllvely dales and the signature
ofan authorized agent of the bidder. The form is completed and returned
In a scaled enveIO(ie by a specified date and time. A sample form is

provided In AppendLx E.

The deadline for returning bids must be strictly adhered to. Be sure
the date and time are correctly listed In the advertisement.

When bids are opened, you should Inspect each bid to sec Ifit conforms
to the required specifications. Record each bid and unnounce the low

bidder.

Evaluating bids

Evaluating bids on the basis of price alone m v not always be wise.
The CYMA uses the conceﬁt of the lowest rcsporitlljle bidder. *Hie suc-
cessful hidder should be anle to deliver fuel with the least possible risk
to the communities buying it. If die CYMA docs not have confidence that
Lhe lowest bidder can deliver the fuel on time and In a safe manner, die
lowest bid can be rejected. In your bid request, )(ou may want to require
the bidder to describe Ills past experience and Ifls plan for delivering the
fuel. Also, die lowest bid ma% not be the best choice If the bidder does
not guarantee the quality of the product, or If die bidder refuses lo accept

odier conditions you consider important,
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FIxed-price bid vs, fluctuating-price bid

A flxed-price bid requires the bidder lo provide a single price for all fuel
deliveries. The price Is the same throughout Uic delivery period.

A fluctuating-price bid allows the price for fuel to go up or down during
the dellveiy period based on the market price.

Oil price Information sources

“Ifyour cooperative decides to ask for fluctuating-price bids, the
bids should be tied toa price Index. Following are some publications
you and your supplier can look at to establish your purchase price.

QOil Price Information Index (OPIS]
United Communications Group
4550 Montgomery Avenue, Suite 700N
Bethesda, MD 20814-3382
Main Office (301) 961-8700
Circulation (301) 961-8777
Published weekly

Oil Express
United Communications Group
4550 Montgomery Avenue, Suite 700N
BcLhesda, MD 20814-3382
Main Office (301) 961-8700
Circulation (301) 961-8777
Published Weekly

Lundberg Letter
P.0. Box 3996
North Hollywood, CA 91609-0996
Main Office (818) 768-5111
Published bi-monthly

These publications vaiy In fee and content. Fees range from $200
lo $455 per year. Some also offera "hot line" for dally price Informa-
tion.

~You may find other sources of oil price information by asking at
||br%r|tes, asking your fuel supplier, or asking a .efinciy repre-
sentative.
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The advanta%e of fixed-price bidding for a communit_?/ or a cooperative
buying fuel is that It gives a stable price that can be easi }/ budgeted. Once
you accept a fuel bid, you know how much to set aside for Uic purchase.

FLxcd-prlce bidding Is difficult, however, because the market price for
fuel changes almost on a dally basis. A fuel supplier submitting a
flxed-price bid must predict what the price of fuel will be when It is
delivered. For example. If the bid opening Is In March, the supplier must
predict the ’ourchase ﬁnce lor fuel in May, at the time he plans to
purchase it. In March the cost of fuel to the supplier may be 60 cents per
gallon, If the supplier predicts the ﬂncewnl be 80 cents per gallon In May
and bids a fixed price based on this amount, he will lose money If the
’orlce turns out to be higher than 80 cents per gallon. But If the price Is
ower than 80 cents, he will make money. Flxed-price bidding involves
more risk for the supplier, especially when oil prices are unstable.

Although you might save money if the fixed price turned out to be lower
than a fluctuating-price bid would have been, the disadvantage is that
you will most ||kel(¥ pay more on a fixed-price bid because fuel suppliers
will bid high to reduce their risks.

A fiuctuallng-pricc bid should be tied to a price index. The Qil Price
Information Service (OPIS) publishes an index every week that is com-
monly used by fuel suppliers for Alaska. For exanmlc, the Alaska Village
Electric Cooperative (AVEC) asks fora qupIuat|n8—FHrc_b|d and requires
bidders lo base price quotes on the published OPIS price for diesel fuel
No. 2 In Seattle, Washington, for the week of the bid openmg_. Ifyou ask
all bidders lo use the OPIS prico, you then have competition only on
transporaUon and handling.

Modified ilxed-price bid

Iffuel deliveries can be made more than once during the delivery period,
you can ask for bids for each delivery date. For example, In the CYMA
reglorr, fuel can be delivered from June through Seplember. A fuel
supplier may be able lo make iwo or three deliveries to a community
during tills time period. Suppliers could he asked to give bids for deliveries
made during each month, or some other appropriate Interval. If prices
quoted for one period were lower than those quoted for another, com-
munities could save money by purchasing most of their fuel for delivery
during tire leasL expensive period. For example, usually the later you wait
Ir the year, the higher Fhe prices will Ire. This Is because refinery
stockpiles may have heen drawn down and are not being replaced yet.
Also, It is more difficult to make deliveries In the fall. Buying before fall
makes good economic sense.
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Writing a timetable: When do you call for bids?

The duties of the coordinator should be specifically written out In the
cooperative agreement and in a fuel delivery Umcline.

The fuel delivery Umellne for the communities In the CYMA. Is decided
by break-up and freeze-up on the Yukon River. Because there are no
roads connecting Ure region to Ore rest of the state, the most economical
way to deliver fuel Is by barge.

Break-up usually occurs In May, and fuel deliveries can be made by
late May or early June. Deliveries can continue until freeze-up, usually
in early October. Most of the participating communities need fuel by late
MaY, so bid award procedures must be finished early enough to allow the
fuel supplier lo deliver to some communities in May.

In the CYMA cooperative agreement, a timetable was built by counting

backward from May 15 the last dag you could reasonabéy expect a
supplier to receive an order and still be able to make early deliveries of
fuel. This timetable outlines the responsibilities of the coordinator, as

well as those of each participant:

January 2: Each participant, delivers estimated fuel needs lo coor-
dinator. The process hegins with estimated needs. These needs are
determined from past use and expccled new uses. A form to write down
your estimates for Uie coordinator Is provided In AppendLx B.

The coordinator takes the Information sent by each participant and
com;l):nes it Into one bid package. During the period between January 2
and February 15, the coordinator also may be contacting other potential
organizations for participation In the bid.

If participants also want to solicit bids for other petroleum products
such as motor oil and lubricants, the coordinator should develop uniform
SEecIfIcanns to satisfy the needs of each community. The specifications
snould be agreed to by each participant. If participating communities
cannot agree on uniform specifications, the Item should be dropped from

the bid.

February J5: Coordinator prepares and sends blcl Solicitation to selected

newspapersfor advertisement and to anticipated bidders. The advertise-

ment explains the estimated fuel need and requests bids. It tells potential
bidders to contact the coordinator to obtain the b|d_(§)ackage and quota-
tion forms. A sample fuel bid advertisement Is provided In Appendix D.

The coordinator may schedule a pre-bid conference between February
15and March 15to answer questions of potential bidders. Another way

WO*loo

o'KS>\vV
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to clarify the bid package for bidders Is to establish an Inquiry deadline.
Allow sufficient time for bidders toask their questions either by telephone
orin writing. Then summarize both (he questions and answers. Mail this
summary toyour mailing list ofeveryone who requested the bid package.

During the period from February 15lo March 15 parUclpaUng coin-
muniUes should not be soliciting other fuel bids.

March 15: Coordinator receives bids. All fuel suppliers must have bids
delivered lo the coordinator by Uie close of business on March 15 The
coordinator tabulates all bids, eliminates bids that are not responsive to
the solicitation and selects the lowest responsible bidder. The tabulaUon
Is sent to all parUcipating organizaUons. The coordinator is not bound to
select the lowest bidder, if in his opinion the lowest bidder Is not a
"responsible” bidder. According to the cooperalvc agreement, the coor-
dinator maybponmder.me pastperformance and experience of the bidder,
as well as oUier criteria, to determine Uie lowest responsible bidder. If the
coordinator does not select Lhe lowest bidder, he must give an exPIanann
to all parUclpants of Ills reasons for re#ectm? Uie lowest bid. All bidders
should be noUfied of the results and a formal noUce given lo the selected

bidder.

May 1: Purchase commitments due. All participants accepting the bid
of tire lowest responsible bidder must send written orders In the form of
a purchase order or letter of commitment to the coordinator by 5 p.m.
May 1 or the first business day after May 1 The order or letter must be
from an official such as the city manager or mayor who has authority to
commit the community to a contract. The timeline gives each community
more than enough Ume to tell If it must make adjustments to the original
estimates. This also gives each community enough Ume to seek other
bids for comparison to Uie bid received Uirough the coopcraUve.

May 4: Coordinator sends final order to lowest responsible bidder.
Within Uiree business days afier commitments are due, the coordinator
tabulates Uie final orders as received from each parUclpant. Final orders
may differ from Uie earlier csUmates. The final tabulaUon Is sent to the
lowest responsible bidder and Is considered an "ag?regate" offer to
Furchase fuel at Uie price specified In the bid. The fuel bid solicitation
orm In Appendix E can be adapted Into a final tabulaUon form,

May 8: Lowest res/wrislble bidder accepts or rejects final order. The
lowest responsible bidder has three husiness days from receipt of the
final tabulation to accePt or reject It. Because the final orders may require
the delivery of more or less fuel than specified on the bid solicitation, and
becac.se the bid was based on the estimate provided In the solicitation,
the lowest "csponsliblc bidder must have the chance lo evaluate whether
they can deliver the fuel for the price specified on the hid.
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If the bidder accepts the order, the coordinator releases the purchase
orders and letters of commitment to the bidder. If the bidder rejects the
orders, purchase orders and commitments are returned lo each par-
ticipating community.

“Under the CYMA plan, once the commitments are released lo the
bidder, the responsibility ofthe coordinator ends. All future transactions
Including delivery of fuel and payment, are between the bidder and

participating communities.

The CYMA agre.ement makes no provision for price negotiation. Each
community made its commitment based on the bid price. The coordinator
has no au hOf'tV to make a commitment on behalf of any participant for
a higher price. [f the bidder rejects the tabulation and asks for a higher
price, the cooperative purchase falls. Then, each community will have to
negotiate for fuel purchases on their own, with any supplier they choose.
The best place to start would be with any other supplier who submitted
a bid In response to tlie coopcraUve purchase.

“Failure of the cooperaUve purchase could force communiUes to pay
higher prices for fuel. Lfyour community were depending on Uie coopcra-
Uve purchase and you were not prepared to go out for bids ou your own,
gou might have to buEg fuel quickly -wlUioul ta_Icm% Ume to %etcomchch

ids -1f the cooperalve failed. It would be wise lo make backup plans.
In case the cooperative purchase docs not go Uirough.

In areas of Alaska where cold weather docs not hinder fuel deliveries,
oUier timelines may be appropriate. A timeline developed around a
common fiscal year may be appropriate. A worksheet for preparing a
crilUcal Umclinc is Included In Appendix F.

Commitment: How to finalize which community is buying
how much.

A definite method for determining commitment must be a part of the
process. Neither the coordinator nor the successful bidder should e left
to guess whether a participating community Is going to purchase fuel
through Uie cooperative arrangement.

On%y an official ofa city can authorize spending public funds for buying
fuel. The coordinator of the cooperaUve purchase should not have this

power, except, perhaps, for llls own community.
The CYMA requires that a community's commitment be In the form of



24 KEY ELEMENTS OF A SUCCESSFUL COOPERATIVE PURCHASE

a purchase order S|?ned by an authorized official. In the case of a city,
such an official would be the mayor or #ty manager. Whether a purchase
order Is the method used Is not critical. The critical factor is that an
order placed should be in writing. If a written order is not required,
questions about whether orders were made, or he v much was ordered,
would undoubtedly arise. Fuel purchase orders thuc require spending
thousands of dollars should be In writing.

Evaluation: How will you iron out problems?

At least once a gear, participating communities In the cooperative
arrangement should meet lo evaluate the previous fuel bid process. The
fuel supplier should be invited to send a representative to participate In
the evaluation of theJorocess. If participants had any problems, these
problems should be addressed hetore any more fuel IS bid.

Problems should be calcgorized by areas, such as:

* hid Br,ocedures:, collecting estimates of fuel needs;
establishing dehyer}/ dales; t¥pe of fuel or other products to
be ordered; credit standing of participating communities;

o fuel delivery: timeliness; quality of fuel; quantity of fuel; fuel
transfer system; knowledgeable people on barge'staffand city

staff;

eperformance ofsupplier: timeliness; courtesy; organization;
coordination; lack of mishaps.

The performance of the fuel supplier also should be evaluated. If
communities experienced problems directly related lo the supplier, and
these problems were significant, Uie supplier should be informed to
correct the problems if they want to be considered on future bids. You
may need lo clarify these issues Inyour Purchase contract toavoid similar
ﬁro lems with future purchases.A list of suggested steps for safe fuel

andling and barge delivery, prepared by a fuel supplier, Is ﬁrowdedlln
Appendix J. It may help your community understand what the supplier

expects when their barge anchors at your dock.
The CYMA conducts Us evaluation at its annual meeting.



Chapter 7:

Wkiting a contract

Aii lmportant step In cooperatively purchasing fuel Is to decide how big
a role Uie cooperative will play Your cooperaUve could be set up lo call
for bids only, or Wcould go li her and actually contract with the fuel

supplier.

You also will have lo decide who will carry out the tasks Uiat need lo
be done to make Ihe cooperative run smootlily. A sample ouUlInc of how
key tasks could be divided among the communities, the coordinator and
the supplier Is provided In Appendix F.

"I1ic Coastal Yukon Mayors AssoclaUon (CYMA) coordinator acts as a
"roker." He or she collects estimated fuel needs from communities,
compiles these estimates Into a bid package, calls forbids and determines
the lowest responsible bidder. He or she notllles communities of the low
bidder, collects purchase orders from communities and sends them along

to the supplier.

In the CYMA. no money passes through the coordinator’s hands. The
actual purchase .>entirely between the Individual community and the

fuel supplier.

Another way to set up a cooperative would be lo give the coordinator
the power to purchase fuel for all participating communities, so that the
coordinatorwas acting as the "banker" hetween the communities and the
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AG«CT

INCLUDES:

) Price
"l -/gallon

2 T)Quoatiiy

cjalloip

"Delivery

7 dates

piontW <Sav \fCar-

) Description
of product

supplier. In some ways, this arrangement might work better than the
present CYMA system. For examﬂle_, fuel suppliers could go to one source
- the cooperative - to collect their money, Instead of to 14 different

communities.

If Your coogerative organization decides not to contract with Uie
supplier on behalf of participating communities, It Is sUll a good Idea for
all communities to use Uie same contract when Uiey deal with the
supplier. The cooperaUve could develop a standard purchase contract for
all %arUupants to use and include a blank form in the bid ,oackage S0
each bidder Is aware of the terms and conditions for the fuel purchase.
The coordinator would send a ready-to-slgn contract to each community
after the lowest responsible bidder were selected. The community would
authorize Uie purchase by compIcUn(I; and returning the signed contract
to the coordinator, who in turn would send it to the successful bidder.
The contract would seivc as Uie necessary wrltlen commitment for Uie

purchase.

Whichever way you decide to organize, your community should be
Protected.by awritten contract. A contract between a community and a
uel supplier, or between Uie cooperative and a fuel supplier, must Include
price, quanUly, delivery dates, precise descripUon of Uie product to be
supphed, and meUiod for payment. These term'- arc often included in a
purchase order, but a contract can go furUier. It can be used to explain
who Is responsible forwhat. It can explain the burdens and risks between

a buyer and a seller.

Contracts should be approved by rcsoluUon of the city council. A
sample contract Is ?rowded in Appendix G. A sample rcsoluUon callin
for approval of Uie fuel purchasmg contract Is provided in Appendix IT.
The sample contract In Appendix G addresses some of the following:



The risk of transportation

Fuel is only useful lo a community If It Is actually offloaded Into the
community’s storage tanks. Fuel lost in delivery, such as In a storm at
sea, Is of 'no value to the city. Your supﬁher should be required to
guarantee delivery and Insure against Uie hazards of transportation. If
you pay for Uie fuel only after delivery, this shifts Uie burden to the
supplier. You could also require a performance bond.

The risk of loading and offloading

Your contract should make the fuel supplier responsible for an?é
Prolb_lems in loading or offloading fuel. This might Include damage to doc
acilities, fuel spills or risks that may exist because the community does
not have adequate docking facilities. The fuel supplier should be respon-
sible for the fuel up to Uie point where connecUon is made to the pipeline

to the community storage tanks.

The risk of timely delivery

If delivery Ume Is criUcal, you should place Uie risk of timely delivery
Bn Uie supplier by Imposing a payment penalty for failure to deliver on
me.

The risk of product quality

'Ihe contract could Include fuel speclficalons and allow for tcsling Uie
fuel quaht*. Your lesUng mechanism should be In place, whether some-
one knowledgeable in )Aour community does Uie tests or you call in
someone else to do It. Why test? Soyou are sure what you receive Is what
you ordered mid paid for. if Uie fuel delivered docs not match the
speclficalons of the contract, the supplier should bear all costs lor
replacement, Including Uie rcp’acement of existing fuel that may have
been contaminated. For examPIe, the supplier should replace any fuel
contaminated as a result of delivering diesel fuel No. 2when diesel'No. 1

was specified.

ICOCrMWIOtA I
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Any warranty of product quality, however, would cease at Uie point of
delivery. If the fuel becomes contaminated after Ithas been delivered, and
Uie supplier Is not at fault, the community would assume all respon-
sibility.

The burden of additional charges

The price requested in Uie bid should be Uie price at delivery. The
supplier must account for all canylng charges and addlUonal charges,
Including taxes, lliat must be added to Uie cost of fuel. Since aU of these
charges would have been passed on to you in the purchase price, the
supplier should hear Uie burden ofany expenses It neglected to Include

In Its bid.
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Chapter 8:

Financing your bulk fuel purchases

MosL communiUes In rural Alaska have adequate storage capamt% lo
allow bulk purchases of fuel oil. Many coinniunlUcs liavc most of their
annual supply of fuel oil delivered “during late sprmg and summer
because delivery Is not practical during the winter. Bulk delivery reduces
transportation costs and often results In more competitive prices.

haying for fuel that Is delivered several months before It Is used,
however, often creates cash-llow problems. To reduce these problems,
the state established the Bulk Fuel Revolving Loan Fund (BFRLF). The
fund provides short term loans lo communities so they have enough cash
to purchase fuel oil In bulk quantities.

Who Is eligible?

_Loans may be made lo an organized municipality or unincorporated
village with a population under 2,000, or to a private Individual with a
written endorsement from the governing body of the community.
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How much can you borrow, and under what terms?

'Hie loan amount may not be more than 90 percent of the wholesale
Prlce of the fuel being purchased. The maximum loan amount Is $50,000.
he loan must be repaid within one year.

Generally, there Is no Interest for.?/our first loan from the revolving loan
fund. Foryour second loan, you will pay 5 percent Interest. ‘Hie interest
rate for additional loans will be based on municipal bond rates.

You must pay a $25 loan application fee when you apply. This is
nonrefundable. Collateral maK be required for Uie loan. You will have to
Fay an "origination fee" ofone half of one percent of the total loan amount,

f the loan Is approved.

Officials who work wlUi Uie bulk fuel loan pro?ram encourage com-
munlUes which apply for loans to establish bulk fuel coopcraUvcs wili
neighboring villages. CommuniUes also arc expected to set aside a reserve
fund that can be used for future bulk fuel oil purchases. Having a bulk
fuel reserve account will allow your community to earn Interest, rather

than pay Interest.

*Hie Uulk Fuel Revolving Loan Fund rccenUy has been transferred from
the Department of Commerce and Economic Development. Division of
Investments, to the Alaska Energy Authority (formerly the Alaska Power
Authority). For more Informalon contact Uie Alaska Energy Authont%
Loans Examiner. P.0. Dox 1908G9. 701 E. Tudor Road. Anchorage. A
99519-0869. telephone (907) 561-7877.
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Chapter 9:

How much fuel do you need?

The value of recordkeeping

One of the most Important thin?s a community administrator must
decide every year Is how much fuel should be purchased. Fuel Is one of
Liie single most expensive Items In the municipal budget. It Is not onI?/
the administrator's responsibility to obtain the best price for fuel, but It
IS also his or her responsibility to purcliasc only as much fuel us will be
needed. If too much fuel Is purchased, cash Uiat may be needed for
operating the community will be locked up In fuel. If loo litUc fuel Ls
purchased, shortages maY occur when it Is not possible to obtain
addlUonal fuel at reasonable rates. Because most community opcralons
depend on fuel, a shortage will have a drastic Impact on a community's

ability to function.
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Mow much fuel to purchase depends on several things. Including past
fuel use, fuel storage caf)amty and expected new fuel needs. No com-
munity should make fuel-purchasc decisions based ent|re|}/ on storage
capacity. You must know your communltr’s needs so that both over-
buying and under-buying can be avoided. [fyou Just fill the tanks every
yearwﬂhoutkeepm?trac ofwhatyour community uses, you might come
up short if fuel use Increases heyond the capacity of the tanks. And Just
one shortage can be disastrous.

Accurate recordkeeping is very important in estimating fuel needs and
avoiding dangerous shortages. Information on past fuel use should be a
ke¥ tool'In deciding how much fuel tobuy. You should keep simple records
offuel used by each city facility or operation and compile tills information

Into a useful format.

An example of Lhe recordkeepin(]] of the City of Mountain Village, one
of Uie participants In the Coastal Yukon Mayors Association %CYMA)
cooperative fuelrpurchase, is provided in the charts on tills page and the
next. (Asample form Is provided In Appendix 1) The city stores all Its fuel
In one location and delivers from that location Lo each facility. Because
the city manager started a recordkeeping system, he now knows that he
has various options available when It'Is" Lime to purchase fuel. For
example, by accurately monitoring fuel use he discovered Lhe city has
approximately 25,000 gallons of extra storage ca,oamty. The manager
knows that If the bid received for fuel Is exceptionally low, he can fill city
storage tanks lo capacity. On the other hand, if bids arc high, he knows
the city only needs about 35,000 gallons of fuel for the year, so he can
purchase Just that amount. If the city aIread¥ has fuel In storage, he can
cut back on his order, using the cash saved for other city ogeratmns._ Me
also knows when the city can rent fuel storage space to other organiza-
tions that may need to store fuel.

Recordkeeping Is also important for allocating costs to various city
operations. Allocating costs Is Important, especially If one of Uie opcra-
Uons depends on user charges. The City ofMountain V|I|a%e operates Its
water and sewer system as an enterprise, like a business. Residents who
have water and sewer service |pay or the service. The revenue received
from residents should cover all of the costs of operating the water and
sewer system. Fuel Is one of the major operating costs for a water and
sewer system in rural Alaska, because water lines must be heated durm(ﬁq
the winter months. Unless the city keeps accurate records of how muc
fuel Is used by water and sewer operations, It Is impossible to tell wnelhcr
the fees charged arc enough lo cover the costs.

As a direct result of keeping accurate records, the City of Mountain
Village now knows that the water and sewer system uses about 8,000
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gallons of diesel fuelin anormalyear. If the price of fuel Is $1 per gallon,
the fees charged to users of the water and sewer system should be enough
to cover Uie $8,000 needed to pay Uie fuel bill, as well as other operating
expenses. Before records were maintained, Uie city did not know how
much fuel was used by the water and sewer system.

Keeping track of fuel usage also allows the city lo see changes in use
&atterns that may indicate problems. Again, Uie records from the city of

ountain Village provide an excellent example. Fuel used by the city
water and sewersystem In 1986and 1987averaged about 20,000 gallons.
The city manaﬁer lelt this was excessive. He discovered waterlines were
heated more than was necessary in winter. He reduced Uie temperature
lo the minimum safe-operating temperature. The result: A reduction from
20,000 gallons of heating fuel per year to s,000 gallons per year -an
immediate saving of nearly $12,000. Actual savm?s are even greater
because the drop'in fuel use means the city does not have to deliver fuel
from central storage to the water and sewer'system as often, lhe city onlg
has the capacity to deliver 500 gallons at one time. A savings of 12,00
gallons means 24 fewer trips by tlie city fuel truck.

Using a cheaper fuel - diesel fuel No. 2

You can also save Ifyou can use diesel fuel No. 2 Instead of Uie more
expensive diesel fuel No. 1 The disadvantage of diesel fuel No. 2, which
Is generally seven or eight cents cheaper per gallon, Is that It begins to
thicken as Uie temperature kills to between 10 and 20 degrees Fahren-
heit. Unless diesel fuel No. 2 can be stored In a heated localon or
combined wlUi certain additives, it cannot be used In many Alaskan

locations during Uie winter.
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Chapter 10:

Conservation: A key to using less fuel

- elete = 7.

o o » Vt V- . i i B
"No dl&cbssion ribout YW; savings would be complete with8iit
mee'ee>hiehtlpn of the. value of energy conservation.
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Conservation can be done at many levels; It can take very little
« ; tlfrie of a lot of time: It can be done by-Individuals dr by whole
communities. However, conservation options.that offer you the
most savings usually require some capital Investment. This need
for "up4fbnt; money stops many people from practicing energy
ACOnsfefVatlon, especially If they do not know exactly how much
money they will be able to save or how long It will take to get their
money back. This chapter describes several conservation options

for community buildings and/or small commercial buildings.

Ways to reduce heating costs
These low-cost conservation measures can result In savings of 10 to "Turn clown
25 percent: -the heat

*Turn down the heat In buildings dial arc not being used.
* Reduce heat In parts of buildings that arc not being used.

*Try not lo overheat buildings. Match the heating level to the
use of the building.

» Use caulking material lo stop leaks in all parts of the
building, even though people don't feel the drafts. Many
small holes allow a lot of heat to escape and cold air lo enter

the building.
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oTell people who use Uie buildings how much It costs to heat
Uiem. Tills may get them to reduce cnergy-wasung habits
such as leaving doors and windows open.

Keep all heaUng equipment clean and tuned up.

These moderate cost conservation measures can result in savings of
10 percent to 40 percent:

eInstall automatic controls on heating equipment. Setback
thermostats can save a lot In buildings that are only used
during the day-time. AutomaUc controls are usually more
consistent and effective than human memory.

Use window coverings, especially on single pane windows.
Sftform windows (Inside or out) and shrink film plasUc are very
effective.

Replace burners on old healing equipment. New flame
retention burners and ones with built-in Hue dampers reduce
fuel consumption significanUy.

eInsulate the attic, which Is usually the easiest and most
cost-effective place lo Insulate. Savings depends on how often

the building Is heated.
e[nstall arctic entries and automatic door closers.
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These higher-cost conservation measures may save you 20 percent
to 60 percent:

Replace Inefficient healing systems. Tills can Improve burner — —
efficiency, as well as Improve the dlslribuUon and control of ! i.ilatv-m
heat In buildings wiUi many rooms and healing needs. i !

Supcrinsulate. Tills can be done Inside or outside and In i
varying amounts. Extra levels of Insulation and reduced air
leakage can reduce energy consumption very dramatically.

*Replace or cover windowglass. More expensive window Fos
coye_nnPs can be effective, depending on the quality of the y &
original windows. vy ]

o _*

Methods to reduce the cost of electricity Cove™  windows

These low-cost electrical measures may save you 5 percent to 30
percent:

«Clean light fixtures. Dust and dirt can reduce light output by
30 percent. Users may turn on more lights If fixtures are

dirty.
Turn oil'lights or appliances when not needed.

Avoid as much as possible electric appliances that make
heat, especially electric space heaters or electric ranges.

oTell people who use the buildings how much the electrical
costs are for Uie building. This may get them to reduce
energy-wasting habits, such as leaving lights and appliances
on when they are not needed.

Reduce lighting In places that have more light than needed
by removmg bulbs In fixtures, using task lighting, or simply
turning off |?hts when there Is enough light from the sun. If
lamps, or bulbs, are removed from lluoreseent fixtures,

disconnect ballasts.

Choose cn_crg?/—eflkTenl appliances, Pay close attention to
energy guide fabels and energy ratings for all major
appliances such as refrigerators.

Match the appliance with the (ask. Avoid using big
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'W aif

miser"

alppliances for small Jobs. Small appliances use less
elccLrlclty. For example, don't use a large coffee pot to make
one cup of coffee.

These moderate cost-electrical conservation measures can save you
10 percent to 40 percent:

eInstall automatic controls. There are many types of controls
that will automatically operate lights and appliances. Some
are pre-set timers. Some sense “?ht levels. Some sense
occupancy. Some turn tilings offa certain Ume after they
have been turned on. Make sure these devices can tolerate
large current fluctuations, which are frequent in rural Alaska.

oInstall "Watt Miser" bulbs. Many Incandescent and _
fluorescent bulbs are made in watt-saving ty,oes. They will
reduce consumption by 5or 10watts per bulb and cost
about the same as the standard types.

These higher cost electrical conservation measures can save you 16
percent to 40 percent:

eUse compact fluorescent bulbs. These bulbs replace
incandescent screw-In bulbs. They arc expensive, but Uie
last nine to ten limes longer than Incandescent bulbs an
reduce consumption by 75 percent.

*Adapt fixtures. Fluorescent fixtures can be changed or
r,e;alaced lo provide light at less cosl. You can adaPtyour
lights by using electronic ballasts, reflectors and fixtures that
will use energy efficient compact lluorescent bulbs or

compact tubes.

ose ener% mana%ement systems to control the energiy use In
large buildings. The more complicated ones can regulate
heating, lighting and _anhances and make sure the energy
use Is as low as possible.

eConsider purchas_in(}; a community freezer. Passive freezers or
community electric freezers save energy and money. They can
be quite expensive to purchase, but they pay offin the long
run.

*Recover waste heat from generators and use It to heat
buildings.

eIncrease generator clliclency. Efficient operation of generators
can be a major way to reduce the cost ot electricity. Tills Is a
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complicated area, but your local government can make sure
the uUlily In Kour community Is trying to take advantage of
the latest technologies and opcralons techniques.

Where can you find 'up-front' money for conservation measures?

Finding money to an for energy conservation can be difficult, but
communities In"Alaska have used a varlct}' of programs to pay for
conservation efforts,

Grants -Look into state funds such as Uie Rural
Development Assistance program. The City of Tununak used
this program to supertnsulate Uie city’s clinic building.

Performance contracting -Money Is provided by Uie company
Uiat installs the energy-saving technology and Uie savings
are shared between that coml_Pany and Uie building owner.
The Sea Lion Corporation ofHooper Bay and Uie Rural
Alaska Community Action Program. Inc., have such a
contract In effect.

eLoans -Some stale loan programs and private loan funds
may be available.

*Reinvest savings from cooperaUve bulk fuel purchases -
Cooperative purchasing will save you maoney on fuel costs.
Use tills mone%/ to Install more energy-efficient heating
systems, weathcrlze city buildings, install automatic controls
on healing equipment, etc. Using Information gathered
during a cooperalve purchasing process, you can decide
which projects at what factllUes will save you the most

money.

The Slate of Alaska -The Department of Community and
Regional Affairs assists rural communiUes In making their
opcralons more energy efficient. Services range from

P_rovidjng technical assistance, to assisting in finding
inancing, toactually making the needed Improvements. For

more Information about energy conservation call the
Department of Community and Regional Affairs Energy
Resource and Information Service's loll free number.
1-800-478*4636.
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A ppendix A:

State and local laws on cooperative
purchasing among municipalities

Municipalities in Alaska liave Uie auUiority to do almost anything not
specifically prohibited by the State of Alaska. This authority comes from
Article X, Section lofthe Alaska Constitution which directs that "Aliberal
construction shall be given lo Uie powers oflocal government units."

Besides Ujls,vei}/ general authority, municipalities also are ?iven
specific auUiority to enter Into cooperative arrangements. Article X,
SccUon 130f Uie Alaska Constitution, provides Uiat "Agreements, includ-
ing those for cooperative orjoint adnunlstration ofany fucUons or powers,
m_aﬁ be made by any local government wiUi any oUicr local government,
with the state, or with the United Stales, unless oUicrwise provided by

law or charter.

In addition, Alaska Statue 29.35.010813) says municipalities liave the
power “toenter Into an agreement, Including an agr,eementfo.rc.oo?eraUve
orjoint administraUon of any function or power with a municipality, the
slate, or Uie United States."

These provisions of Alaska law tell us cooperative agreements among
two or more municipalities arc legal.



Sample ordinance authorizing cooperative agreement
ORDINANCE NO

AN ORDINANCE OF THE CITY OF ALASKA AUTHORIZ-
ING COOPERATIVE AGREEMENTS BETWEEN TILE CITY AND OTHER
PUBLIC ORGANIZATIONS

BE IT ENACTED BY THE CITY COUNCIL FOR THE CITY OF

ALASKA that T itle Chapter of the
City Code of Ordinance Is hereby amended as follows:

Sections

Cooperative agreements authorized

Sale, acquisition or use of property

Cooperative purchasing | . |
Supply of personnel, Information and technical services
CooperaUve use of faciliUes

Dispute resolution

Eifect of federal or state grants

Definitions

Section 1 Cooperative agreements auUiorlzcd

The citg, through Uie mayor or city manager, and subject to the
approval by resolution of Uie city council, may parUcIﬁatc In or sponsor,
conduct, or administer a cooperative agreement for the procurement or
cooperative use of property, equipment, services and supplies or the
cooperative provision of services or sponsorship of acUvlUes with any
other public organization In accordance wiUi an agreement entered Into
between the city and Uie other public organlzaUon.

Section 2, Sale, acqulsiUon or use of property

“The city may sell or lease properly to another public organizaUon. 'Hie
city may acquire from, or use any properly belonging to anoUier public

organization.

O U -

Section 3. CooperaUve purchasing

The city may enter cooperative purchasing agreements with oUier
public organizations. Where Uie public organlzaUon administering a
cooperative purchasing agreement complies with the agreement, the city
when participating In such purchase, shall he deemed lo have compile
with the provisions of tills ordinance and any other purchasing ordinan-
ces. rules or regulations oflhe city.



Section 4. Supply of personnel, information and technical services

The city Is authorized upon written request from another public
organization to provide personnel, equipment or other properly to the
requesting public organization upon terms and conditions acceptable to
the city council. The personnel, equipment or other properly, and the
information and technical services of the C|tej.may be made available to
any other public organization provided that Uie requirements of the city
have precedence over the requesUng public organizaUon.

SecUon 5. CooperaUve use ol'facillUes and equipment

The city may enter Into an agreement for Uie Joint or common use oT
faclliUes, for Uie Interchange ofany procured Items, or the common lease,
common purchase or common use of capital equipment or faclliUes wlUi
any other public organlzaUon subject to terms and condlUons acceptable
to the city council.

SecUon G. Dispute resolution

The city Is authorized to enter into an agreement with any other public
organization lo establish a procedure to resolve all disputes arlsh.g from
cooperative agreements.

Section 7. Effect of federal or state grants

If federal or state grant requirements differ from the provisions of this
ordinance or the provisions ofany cooperaUve agreement entered Into by
the city, noUitng herein Is intended to absolve the city from any obligation
lo fully comply with the terms and conditions of federal or state grant
requirements.

SecUon s. DeflnlUons

~ For Uie purposes of Uils chapter the term "public organization” shall
include Ihe federal government, the state government, a municipality, a
Native traditional or IRA government, ora school district.
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PASSED AND APPROVED BY A DULY CONSTITUTED QUORUM OF
II-__IE CITY COUNfgIL FOR THE CITY O F THI DAY

oO—l

Introduction:

Public ITeaiing:

Mayor
ATTEST:

City Clerk



A ppendix B:

Cooperative agreements
for the purchase of fuel

Sample No, 1:
COOPERATIVE AGREEMENT FOR 'HIE PURCHASE OF FUEL

THIS AGREEMENT Is made for llic purpose of soliciting bids for Ihe
procurement of healing fuel, gasoline and other petroleum products for
lIs signatories. As used In this agreement, the following terms sliall have
the following meanings, unless the context clearly Indicates a different

meaning is intended:

Association: The Association;

City: Any Incorporated city or governing body of an unincorporated
community participating In tins cooperative agreement;

Cooperative purchasing plan: The plan established by this agreement;

Coordinator: The coordinator shall be the executive director of the .

association or the designee oflhe association;

Participating agency: A public organlzaUon. nonprofit or charitable
organization not otherwise a signatory to this agreement that desires to

participate In the cooperative purchasing plan.

Lowest responsible bidder: The lowest responsible bidder shall be
defined by criteria established by the coordinator and shall not neces-
sarily mean the lowest bidder. The following factors are examples of
relevant criteria for determining Ile lowest responsible bidder: The past
performance of the bidder, (lie willingness of the bidder to provide a
performance bond, the experience oflhe bidder In the area served by lhe
association, and the contribution the bidder has made lo lhe welfare of
the communities In the area served by the association. These criteria may
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also he used hy the coordinator to determine Uie lowest resFonsibIe
bidder In the event of a tic bid. The criteria set forUi above shall not be

exclusive.

SECTION 1 COOPERATIVE AGREEMENT. Upon raUflcalon of U Ls
cooperative agreement bEj the official act of the governing body of ea h
city and a copy of said raUflcalon being delivered to the assoclaUon, UJs
sliall consUtutc an agreement between each of said clUcs. AssoclaUon
shall deliver copies of ratificalons to Uie mgnator%/ clUes. CiUes not
ratifying Uie agreement shall not be enUUed to the benefits of this
agreement. CiUes not signatories to the original agreement may become
parties to Uits agreement by official raUflcalon of Uie agreement by the
governing body, and dcllvciy of ratlficalon to the association.

SECTION 2. COOPERATIVE PURCHASING PLAN. Hie following proce-
dures shall constitute the cooperaUve purchasing plan;

A Each city shall notify Uie coordinator In wrlUng on a form similar to
the form annexed hereto no later than p.m. on Ule day of
. 19_, ofits Intent to parUmﬁateln the plan. Such noUQcallon

Wi Sf)ecﬁ‘y Uie estimated amount of heaUng fuel, gasoline and other
petroleum products It desires to purchase and the approximate dates
delivery Is re(iuwed. A minimum order of 2,500 gallons of heaUng fuel or
gasoline shall be required for annual parlicipalon In the cooperaUve
purchase. No city shall be obligated by virtue of said noUcc to purchase
an)é amount. The coordinator sliall also solicit parlicipaUon from other
public agencies and nonprofit or anIzanns.(parIIc.gfaUn agencies)
within the region encompassed hy the association, said pnrUclpaUon lo
be In the form of a letter ofagreement from said participating agencies to
abide by the same terms and conditions set forUi herein for clucs and
any other conditions as may be set by the association or the coordinator.

D. Upon receipt of said notifications, coordinator shall no later than

~ p.m.onthe dayif .19  preparea solicitation

of bids and deliver the sollclatatlon by certified mall and publication to
potential suppliers. All bids must be received by the coordinator no later
than p.m.on lhe da%/of .or the first business
day thereafter. Ulds received Tater than the Ume sel forth herein shall be

rejected.
Tile purchase price for each petroleum Item shall be slated by bidders




In price per gallon or oLher appropriate unit, which price shall be tlie
same forall clUcs or participating agencies, or If Uie price is not the same,
an explanaUon of Uie difference must be supplied. Each bidder shall also
provide for each city and parUclpattng agency an estimated date of
delivery. Bids not providing this information or oUier InformaUon Uie
assoclalUon or coordinator requires on the hid solicitation shall be

rejected as nonrcsponsivc.

“No city or particlpaUng agenq{ shall be cntlUed to receive a volume
discount for Its own account; all volume discounts shall be prorated
among all clUcs and parUcipaUng agencies. The coordinator shall select
Uie lowest responsible bidder for recommendation to clUcs and par-
Uclpaling agencies. If Uie coordinator selects a bid Uiat Is not the lowest
bid submitted, he shall provide explanaUon for rcJecUng said bid.

C. Each city and parUr'paling agency sliall have unUl  p.m. on Uie,
day of , 19 or the first business day Ulereiftcr, to

return a purchase order, contract or other form of commitment to
coordinator. Hie commitment shall constitute an offer to purchase at Uie
price staled by Uie lowest responsible bidder. The purchase order may
contain an Increase or dccuasc In amounts from the original estimate
submitted to coordinator. UnUl Uie Ume a city or ParUuanng agency
returns a commitment to the coordinator, It Is free to IndcpendenUy solicit
and obtain bids from potenUal suppliers; provided, however. Uiat Invita-
Uons for such Individual bids shall not be advcrUscd, nor shall bids be
received Individually during Uie period In which Uie coordinator Is
advertising for and receiving bids for fuel and other petroleum products,

except In case of emergency or hardship.

D.  The coordinator shall tabulate the commitments and submit the
tabulation to the lowest responsible bidder within three business clays.
The submission shall be considered an a%gregate offer to purchase at the
g_nce stated by the lowest responsible bidder. The lowest responsible

idder shall have three business days from Ihe dale of receipt of the

coordinator's tabulation to notify the coordinator In writing that 11 accepts
the offer. If the oiler 1j i-uCeuiVt the coordinator shall release the
commitments to the bidder and the blading agreement shall exist be-
tween said hidder and each city and participating _a?ency. Thereupon,
each city and parUmEJaUng agen_cK shall be responsible lor coordinating
delivery'and payment directly with the bidder,



“E.IfLheoffer Is not accepted hy Uie Ume set forUi In paragraph D, each
city and parUcipaUng agency shall not be obligated to purchase from said
bidder, and the coordinator shall return all commitments.

SECTION 3. COSTS OF ADMINISTRATION. Coordinator shall keep an
accurate record of Uie cost of performing Uie duties of coordinator.
Coordinator shall be enUUed to compensaUon for services rendered plus
ouL-of-pockel cosls and expenses.

The assoclaUon may, upon approval by a majority of members voUng
at Uie annual meeting, levy an administraUve service charge not to excee
one cent per %allon against all organizaUons BarUmann In the coopera-
Uve fuel purchase. Upon implemcntaUonby Uie assoclaUon at Its annual
meeUng. Uie charge sliall remain In effect unU| altered or removed by Lhe
association at a subsequent annual meeting. The charge will be collected
from each partIctann? organlzaUon or city. Payment of Uie charge Is a
condlUon of future parllcipalon In the cooperaUve fuel purchase, and In
the case of a member city of the association, payment of the charge Is
required for conUnucd membership In Ihe assoclaUon.

SECTION 4. CONTRACT. Upon ratification of tills agreement as
provided in SecUon 1, Uils agreement shall constitute a contract between
all ratifying clUes, and shall remain in effect for each C|_t?/ unless and unul
the coordinator receives notification Uiat a city will no longer be a
participant. Thereafter, additional clUcs or public agencies may, from
time lo time, execute this agreement In the form prescribed by Uie
association, and such execution subsequent to the date of this agreement
shall not be deemed to require Its rc-executton by the original signatories.

EXECUTED HUS DAY OF ;19 AT , AIASKA



Attachment to contract
COOPERATIVE FUEL PURCHASE
NOTIFICATION OF INTENT TO PARTICIPATE

THE CITY OF HEREBY NOTIFIESTHE

T
TION OFTTS INTENT TQ PARTICIPATE IN THE COOPERATIVE
RCHASE PLAN SPONSORED BY THE ASSOCIATION FOR THE

19 FOLLOWING ARE THE ESTIMATED QUANTITIES OF FUEL
D BY THE CITY FOR THE YEAR AND TTIE APPROXIMATE
DATES REQUIRED FOR DELIVERY:

PETROLEUM PRODUCT"  QUANTITY DATES FOR DELIVERY
Diesel fuel No. 1

)
m
o
[
)
m

Gasoline

OTHER

THIS NOTICE SHALL NOT DIND THE CITY TO ANY CONTRACT TO
PURCHASE THE PRODUCTS LISTED ABOVE. THE NOTICE IS
PROVIDED FOR INFORMATION AND Oh; SOLICITATION PURPOSES

ONLY

DATED:
CITY OFFICIAL



Sample 2:

COOPERATIVE PURCHASING AGREEMENT 1

THIS AGREEMENT made this  day of , 19 , between
the following:

CITY OF ,amunicipal corporation under the laws of the
State of Alaska; and

CITYOF amunicipal corporation under the laws of the
State of Alaska; and

CITYOF ,amunicipal corporation under the laws of the

State of Alaska; and

OTHER PUBLIC ORGANIZATIONS which choose to participate In the
provislo n: of this Cooperative Purchasing Agreement as hereinafter

provided.

WITHESS:

Pursuant to the authority granted by the State of Alaska providing for
cooperation between municipalities, and pursuant to auUiority granted
by the governing bodies of the respecUvc munlclpallUcs. the parUes
hereto, In constderaUon of the mutual promises contained herein, agree

as follows:

1 Hie Items and classes of Items which may be designated by the
parUes hereto may be purchased Jointly for Uie ,oenod commencing wlUi
the occculon of this agreement and conUnulng until terminated as
hereinafter provided. Each of the parUes sliall designate, In wntmg. Uie
ilcr.is to be purchased and Indicate therein Uie quanUlies desired, Uie
lotIUon for delivery mid oUier requirements.

|. There is hereby established Uie purchasing council.
hciclnaller referred lo as "purchasing council,™ which shall consist of one
representative from each public organizaUon parUcipaUng In this agree-
ment. Hie purchasing council shalladopt such rules for organization and
procedure as It may deem suitable for the conduct of Its business.

3. The specifications forsuch Items simil be prepared by the purchasing
council. In all cases where appropriate to the use of the product, the
purchasing council shall use standard specifications.

* Adapted fiom cooperative pni< baslny, agreement used by Hlles of Pennsylvania.



4. The purchasing council shall designate the participatin% public
organization which sliall assume responsibility for advertising for bids.
Such organization shall also be designated to receive and open the bids
at the time and In the manner provided b’Y law or provided by the
procedures adopted by the purchasing council. Bids may be solicited for
specified quantities ofa product or ma% be solicited on'a requirements
basis, whichever Is appropriate under the circumstances.

5. The cost ofadvertising and any other costs Incidental to the bidding,
the award of any contract or rejection of any bid, shall be apportioned
equally between Uie parUes.

6. Upon receipt of Uie bids by the organlzaUon who has adverUsed,
Uie same will be submitted to Uie purchasing council. Not later Uian
fifteen (15) days following its receipt of bids, Uie purchasing council shall
submit to Uie appropriate auUiority of each parly a complete tabulation
ofall bids received and shall cerUfy as to the lowest responsible bidder.

If the purchasing council finds that Uie lowest bidder Is not responsible
and accord[n?Iy certifies Uiat some other bidder Is the lowest responsible
bidder, It sliall Include an explanaUon and report on its findings when It
transmits LstabulaUons and cerUficalon. The purchasing council sliall
not cert|f?/ as the lowest responsible bidder anY bidder who does not
comply wlUi the speclficaUons as advertised In all respects, or who seeks
tovaiy Uie specifications as advertised In any respect.

7. Contracts of purchase shall be awarded to Uie lowest responsible
bidder as certified by the purcliasing council. Separate contracts shall
be p cparcd by each party to tills agreement. If any one or more parUes
rejects Uie lowest rcsporu-.,,c hidder for a distinct Item as ccrUfled by the
purchasmg council, then nil bids may be redected and the Item or Hems
maﬁ be rebld either Individually or coopcralvcly, except that Paragraph
g shall apply when the rebld Is"on a cooperative basis.

8. NoUiIn? In Uils agreement sliall prevent any party from awarding
contracts of purchase, with or without advertising, Individually and on
Us own behalf; provided, however, that Invitations for such individual
bids shall not be ac\ sritscd. nor shall bids be received Individually (hiring
Uie period In which the purchasing council Is advertising for and receiving
bids for Uie same commodlUes. except in vase of emergency or hardship.

y. The o_rd_erin? of materials purchased through this agreement shall
be the individual responsibility of each of the parties hereto and the
successful bidder or bidders shall bill each of the parUes directly for the

materials ordered by It.
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10. Each of the parties shall be liable only for the materials ordered by
and received b’Y’ it, arid none, by virtue of this agreement, assumes any
additional liability.

11. Specifications shall be prepared and approved by the purchasing
council, and no changes will thereafter be made except In the case of error
or omission. No change may be made without the approval of the
purchasing council. Nothing herein shall be deemed to prevent changes

In specifications for subsequent purchases.

12. Any dispute arising between any of the parties hereto and a
successful bidder not relating to the validity of the award of contract of
purchase or the rejection ofan% bid or bids, shall be settled by and at the
cost of Uiat one of the parUes hereto involved in the dispute.

13. This agreement shall take effect upon the execulUon of the sig-
natories. Thereafter, addIUonangubhc organizalons or municipallUes
may, from Ume lo Ume, execute Uils agreement In Uie form prescribed by
the purchasing council, and such execuUon subsequent to the date of
Uils ‘agreement shall not be deemed to require its rc-execulon hy the

original signatories.

14. Tills agreement shall conUnuc In effect from the date of execulUon,
unless any Part sliall give ten (10) days written noUce to Uie other parUes
In dlcattng Its desire to terminate same.

INWITNESS WHEREOQF, Uie parties hereto have caused Uils agreement
to k%te executed by their authorized officials the day and year first above
written.

CITY OF ClIY OF



A ppendix C:

Sample resolution approving
cooperative fuel purchase agreement

RESOLUTION

OF THE CITY COUNCIL FORTHE CITY OF
APPROVING AGREEMEITr FOR THE COOPERAUVE PURCHASE OF

FUEL

WHEREAS: The city annually purchases significant, amounts of fuel
and other petroleum products for Its general operations; and

WHEREAS: 'Hie cost of fuel and other petroleum products is a sig-
nificant portion of the annual budget for the city: and

WHEREAS: The city council considers it to be in the best Interests of
the city to participate In any measures that may result In a reduction
of Uie cost or use of fuel and oUier petroleum products to the city; and

WHEREAS: Purchasing fuel and other petroleum products In bulk in
cooperation wlUi other neighboring municipalities may result In cosl

savings to the city; and

WHEREAS: 'Hie city Is authorized by ordinance lo enter cooperaUve ar-
rangements with other municipalities:
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THEREFORE, BE IT RESOLVED that tlie city council approves the
cooperaUve agreement for Uie purchase offuel executed by Its repre-
sentaUve and the terms of Uie agreement are Incorporated by reference

Into and made a partofUils rcsoluUon.

PASSED AND APPROVED by a duly constituted quorum ofthe city
council Uils day of , 19

Mayor

ATTEST:

City Clerk



Appendix D:

Sample advertisement for request for fuel bids

REQUEST FOR FUEL BIDS AssoclaUon

is sollclUng bids for Uie purchase and
The csUmalcd require-

AssoclaUon
delivery of fuel lo parUcipaUng organizaUons.
gallons of diesel fuel No. 1 and

ments arc - gallons of

gasoline. All bids must be received no later than p.m. 19 _,

Alaska. Inform ation

at the city offlccs In ,
packages may be obtained by contacting
(907) — - or P.O. Box ,

, city manager, City

, Alaska,

99

Publish:
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Appendix E:

Sample fuel bid solicitation

SOLICITATION OF FUEL BID

The

ASSOCIATION

Association Is soliciting bids for the purchase and

delivery ofpetroleum products on behalfofits memberlocalgovernments

and otlier public ornonprofitorganizations serving the

You are

region.

requested to provide a quote for each product listed. The quote

should be CIF (cost, Insurance and freight) to Uie respective com m unity

and should

Include all taxes and other charges which may be applicable.

The products and quantlUcs desired by each participantalongwlUispace

foryour quote follow:

PARTICIPANT PRODUCT
City of Diesel
fuel No. 1

Regular gas

Unleaded gas

Tractor

hydraulic fluid

QUANITIY

_gals

gals

frals

drum s

YOUR QUOTE

/gal

/gal

/gal

/drum
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PARTICIPANT PRODUCT QUANTITY YOUR QUOTE

Cityof__ Diesel

fuel No. 1 gals $ /gal
Regular gas gals $ /gal
Unleaded gas . gals $ _ /lgal
Tractor
hydraulic fluid drum s $_ /drum
$ /
$ /
PARTICIPANT PRODUCT QUANTITY YOUR QUOTE
City of Diesel
fuel No. 1 gals $ /gal
Regular gas gals $ /gal
Unleaded gas _ _gals $_ = Jgal
Tractor

hydraulic fluid drums $. Jdrum



COMPANY:

ADDRESS:

PHONE:

SIGNATURE OF OFFICIAL:

TITLE:

Ifyou are unable to quote all Items, quote those Items your company
can provide. Ifconditions to your quote apply please attach an ex-
planation. Ifyour quote for a productls not the same for ail par-

ticipants, attach an explanation for the difference In quotes.

ALL DIDS MUST BE RECEIVED NO LATER THAN P.M. on the
day of 19 .BIDS WILL BE OPENED AT
P.M. on the day of , 19 .BIDS SHOULD BE

MAILED TO THE ATTENTION O F COY MANAGER. CITY O F.

P.O. BO X ALASKA

Questions may be directed to Mr./M s. between the hours

of a.m. and p.m. at (907) - .The successful bidder

w ill be notified by Mr./M s. . After notification, each par-

ticipant will have un til .19 ,to confirm an order wlUi the suc-

cessful bidder. Participants may confirm their orders through the.

Association or directly with the successful bidder. The successful bid-

der shall liave un til , 19 ,to make finalcommitment for

delivery. Each participant will contact the successful bidder regarding

dcllveiy and the portion ofthe Items listed above It requires. Each com -

m unity Is also responsible for payment for Its sliarc of the Items pur-

chased.

THANK YOU FOR YOUR RESPONSE

Association
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Appendix F

Sample task outline:
W ho does what in a cooperative fuel
purchase?

WHO | WHEN

PARTICIPATING COORDINATOR FUEL (date)
COMMUNITIFS SUPPLIER

FUEL ESTIMATES
DELI' ' ERED
TO COORDINATOR

COMPILE ESTIMATES
SEND DID PACKAGES
TO SUPPLIERS

MAIL ADS TO PAPERS

DELIVER 131DS

OPENS DIDS

PARTICIPANTS
NOTIFIED OF LOW
DIDDER

NOTIFY COORDINATOR
OF DID ACCEPTANCE,
AMOUNT OF FUEL FOR
PURCHASE

SEND PURCHASE ORDER

Chartcontinues on next page
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WHO
PARTICIPATING COORDINATOR FUEL
COMMUNITIES SUPPLIER

NOTIFIES SUPPLIER

. OF FINAL ORDER
ACCEPTS FUEL
ORDER
RELEASES
COMMITMENTTO
SUPPLIER
NOTIFIES

COORDINATOR OF
ACCEPTANCE OF
FINA1, ORDEP.

RELEASES PURCHASE
ORDERS TO SUPPLIER

FUEL DELIVERIES
UEGIN

WHEN
(date)
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Fuel supplier contracts

Sample No. 1:

AGREEMENT tOR THE SUPPLY OF PETROLEUM PRODUGTS BE-

TWEEN THE CITY OF and COMPANY *

THIS AGREEMENT made Uils dayof ,19 ,byandbelwecn

the City o f ,a municipal corporaUon of Uie State of Alaska,

herein called "city," and company, a corporaUon auUiorlzed

to do business In the State ofAlaska, whose address Is

,herein called "seller":

1. Purchase and Sale. Seller agrees to sell and deliver, CIF (cost,

Insurance and freight) to city fuel tanks located a't .Alaska, No. 1

dieselfuel ofa quanUty described herein, and ¢ v agrees lo purchase Uie

fuel according to Uie terms set forUi below.

2. Quality. All fuel delivered by sellershallconform to tlicspcclficaUons
as attached hereto. City reserves Uieright torejectany delivery for failure

to fully comply with Uie spcclficaUons (Including the pour pointspcclfica-

Uon) on a barge comparUnenl-by-compartmcnt basis and to require

expeditious delivery of replacement fuel In full compliance with the

speclficaUons.

The fuel will be tested by a third party selected by city as It Is loaded

Into each barge compartment at the refinery or at Ute loading berth. The

testing shall determine, at a minimum, lhe BTUs per gallon, the cloud

point, and the pour point of the fuel lo be delivered to city. Seller will,

w ithin seventy-two hours (72) ofcompletion ofloading, supply city by fax

machine wlUi an estimate of the anticipated delivery date. The eost of

third-party testing will be paid by city.

« Adapted from sample provided by Roger R. Kcmppel from the law

offices of Kcmppel. Huffman & Cinder.
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City sliall be given forty-eighthours (48) aJvance notice oflhe time and
place oflifting and shall be allowed access to perforin additional testing
ofthe contents ofeach barge compartment.

Prior to unloading, each lank of the barge will be checked for water.
This will be done by using a water Indicator paste with a sounding stick
or tape. During unloading, the quality of Uie fuelactually delivered to city
shall be IndepcndenUy verified by an Independent tesUng laboratory
selected by city. The quality of Uie fuel delivered to city shall be deter-
mined by extracting samples offuel from each barge compartmentprior
to Uie delivery ofthe fuel. Samples will be drawn In either one pintor one

quart measurements Into new, clean, melal screw-cap containers. All

samples will be delivered lo Uie Independent tesUng laboratory. A
standard single testwill be run to determine pour point, cloud point, and
water content. An umpire scries may be run with Uie required number
of tests to determine Uie BTU value of Uie fuel. City will finally accept
dcllvciy upon receipt of test reports confirming that Lhe fuel meets Uie
speclficaUons. City will supply seller uy fax maclilne with a copy of the
results of this lcsUng within six (6) days of delivery. RcJccUon of all or
part of Uie delivered fuel for any reason shall not relieve the seller from
timely compliance wJUi Uie terms and conditions of Uils agreement. The

cost of tills testing will be the responsibility ofcity.

3. QuanUly. Seller will deliver and city will accept a quantlty of

approxim ately gallons. Seller agrees to revisions In delivered
quantities up to a total delivered amount of gallons if nominated

by city 30 days prior to the lifting schedule provided by the seller.

The city fuel tanks sliall be checked for fuel content prior to delivery of
the fuel required by tills agreement. The liquid levelshall be checked by
using the Installed guages and/or Uie thief hatch, whichever tost Is
acceptable to the parties. In addition, prior to delivery, the tem perature
of Uie fuel In the tanlts shall be determined and recorded. After delivery
ofthe fuel mid following a 24-hour settling period, the fuellevels and Uie
temperatures In Uie tanks will be measured. Standard correction
methods to sixty degrees Fahrenheit (00 degrees F) and certified tank
strapping cliarts sliall be utilized to determine the actual quantity of the
fuel tiiat lias been delivered. City will give the seller 24-hours notice of
intent to determine the quantity of fuel delivered and will allow repre-

sentatives ofseller to be presentduring determination ofthe quantity of

fuel delivered

4. Price. The contract price to be paid by city for fuel delivered and
meeting the standards required under this agreement will be $ per

gallon. Tills price Includes all product costs, loading, transporlaUon,



cargo Insurance and offloading expense. This price Includes federal LUST

and Supcrfund taxes. Ifapplicable.
5. Price Adjustment. The contract price will be adjusted In cither or

any of Uie following circumstances:

A. The BTU content (gross heating value per gallon) Is determined by
Uie um pire tesLs setoutlIn section 2 T tills agreementto be less than one
hundred and thirty eight thousand (138,000) L3TUs per gallon, in which
the contractprice shallbe proportionately ieduced In the same proportion
Uiat the actual tested BTU content of the delivered fuel Is less than one

hundred and thirty eight (138,000) BTUs per gallon.

B.Ifthe OilPrice Inform ation Service (OPIS)Anacorics average reported
price for diesel fuel No. 1 on Uie date ofllfUng ofany particular delivery
Is different Uian $ per gallon, Uie contract price sliall be ciUicr

reduced or Increased by Uie same amount In dollars that the OPIS

Anacorlcs average reported price on Uie day ofllfUng Is Ic”s Uian or more

than $ per gallon (lhe adjusted price equals Uie contract price plus

the figure created where $ per gallon is subtracted from Uie OPIS

Anacortes average reported price lor dieselfuel No. 10on the day ofllfUng).
Seller agrees to noUfy city ofthe exact date oflift and to supply cily with

a copy ofthe OPIS Anacorlcs a*cruge price for diesel fuel No. 1as of Uie

date of lifting prior to dcllvr.., to city.

6. Delivery. Seller agrees lo begin and complete delivery fora minim um

of
will be completed allcr August 1,but not later than September 30. In Uie

gallons within the period May 15 1loJune 15. Balance ofdelivery

eventseller docs notcomplete delivery within the dates stated above, city

may, atcity's option, declare seller In breach of Uils agreementand secure

substitute fuel at the seller’'s expense except to the extent delivery Is

precluded by Section 10 (B) herein.
7. Discharge.

A. Except as provided herein, seller sliall be solely responsible for

delivery' and offloading of fuel lo city fuel tanks. Seller sliall be the

of offloading and shall provide the services of a
lo the city header

operator in charge
qualified person In charge to supervise the offloading

during all times of discharge. Seller certifies that seller’'s barge and

facilities arc suitable for offloading to city. Clly certifies as follows:

(1) Oir Hundred Fifty Feet 1150 11.) of four-inch (¢!') oil transfer hose

Is adequate to reach from the side of Ilhe barge to city’s pipeline header.

(2) City will, upon request, certify the length and diameter of the

pipeline extension from the headeral lhe dock to lire three-way coupling.



(3) City will, upon request, ccrUiy the maximum working pressure of

city pipelines.

(4) City has on file an applicable contingency plan as required by the
U.S. Coast Guard, EPA and ADEC.

(5) City will provide appropriate warning signs as required by U.S.

Coast Guard regulations.

D. Seller will deliver fuel by barge to city and will be responsible for all
offloading offuel, pumping, and connection ofseller’s facilities to the city
pipeline header. Additionally, seller shall furnish personnel qualified to
operate the barge, bcrLh Lhe barge, lie up Uie barge, unUe the barge, and
discharge fuel Into city faclliUes. W ork performed by the seller shall be
performed with the exercise ofordlnaiy care, and seller agrees to exercise
such care toward Uie city facilities. In Uils respect, seller will hold city,
together wlUi Its officers, agents and employees, harmless from and
indem nify cily from any liability or claim ofliability, and defend city, Its
office s, agents and employees, from any such claim for damage to the
dock faclliUes or oUicr property located on the dock facilities as a result

ofseller's negligent operation ofits barge or dtschare of fuel.

C. Discharge of fuel by seller to city facilities will be accomplished at
constant operating pressures not to exceed one hundred (100) psl
Qualified seller operators will be utilized to ensure that pumps arc
operated so as lo avoid surging or air hammering which might perm it

pressure to exceed constant pressure requirem ents.

D. City agrees lo provide shoresldc personnel to be responsible for

valve, tank, and pipeline watch.

E. City agrees to accept responsibility for 1calcs from city's header
through its pipes and Into Its tanks exceptwhere leaks result from failure

of seller to observe requirements of Uils agreement.

8. Payment. Invoices shall be submitted to city atthe following address:

.Invoices shall reflect the date and quantity

of fuel delivered to the cllv. Invoices shall he paid w ithin days of

receipt.
9. General Terms.

A. Default ofany party or failure by any party to perform or fulfill any
obligation imposed upon that parly as described in this agreement shall

Justify termination ofthis agreement by the nondefaidling parly. W aiver



by any parly ofany breach hereofshallnol be deemed lo be a waiver In

Lhe performance of Uils agreement.

13. NelUier city nor seller shall be In breach oflts obligations hereunder
lo Uie extentthatperformance is prevented, delayed, or diminished as a
result ofacts ofgod: strikes or labor troubles: changes in Uie appUcable
laws orrcgulaUons; fire, flood, windstorm, explosion, orearthquake; riot:
war; sabotage; or hosUliUes; court Injunction or orders; and any oUicr

similar cause or causes beyond Uie control of the party affected Uiereby.

C.This agreementconslUtutcs the sole agreementbetween the parUes.
Any amendment to this agreement must be in writing signed by boUi

parUes.

D. NelUier city nor seller shall In any event be responsible for consc-
quenUal or special damages, including withoutllinUaUon, loss ofproflls.
loss ofuse ofproperty, delay, ordamages conscquenUalupon loss ofuse,
whether resulUng from Uie negligence of either parly and even If lhe

possibility of such damages Is or was foreseeable by either of them.

E. Tills agreement shall bind the successors and assigns ofeach party

hereto, and no assignmentshall be made without the consentofUie oUicr

party.

IN WITNESS WIIEREOF the parties execute this agreement for the

urposes set forth Uiercln

ATED: CITY OF
Mayor

TfFEST:

ity Clerk

TED: COMPANY



All diesel fuel delivered shall be premium quality,

Fuel specifications

light colored, 100

percent distilled American Society ofTesting and M aterials (ATSM) diesel

fuel No.

fuel.

1, and meet Lhe requirements of ASTM D975 for the Grade ID

Diesel fuel No. 1 specification data:

8.

. Sediment and water volume shall be less than

.APl shall equal or exceed 39.0 gravity degrees

Cloud point shall be minus 35 degrees Fahrenheitor lower.
Pour pointshall be minus 45 degrees Fahrenheitor lower.

c rshall be 0.10 mass percentage or lower.

.05 of 1 percent.

. Cetane number shall be within the range of45. plus or minus 2.

D'IU pergallon, gross - 133,600 minimum

Flash point, Pcnsky-M artens sluill be within the range of 110 to 140

degrees Fahrenheit

9.

ATSM distillation shall not exceed 420 degrees Fahrenheit at the

range 90 percentrecovered point

Any testing will be done

Didders shall submil a certllicalc verifying

In accordance with standard ASTM D975.

the product to be delivered

equals or exceeds specified standards.



Sample No. 2:

AGREEMENT FORTHE SUPPLY OF PETROLEUM PRODUCTS BE -

TWEEN 'HIE CITY OF AND COMPANY

'ITISAGREEMENT made Uils day of ,19_, by and between

Uie City o f ,a municipal corporaUon ofthe Slate ofAlaska,

herein called "city," and
to do business In the State ofAlaska, whose adress Is ,

company, a corporaUon auUiorlzed

herein called "seller":

1. QUANTITY: Seller agrees to sell Uie following described petroleum

conforming to city speclficaUons attached hereto and made a
IransportaUon

products,
part of this contract, and deliver the same by waterborne

to Uie city at its storage tanks located on the city waterfront:
gallons of diesel fuel No. 1

gallons ofregular grade gasoline

2. PRICE: City shallpay $ pergallon ofdiesel fuel No. 1and $

per gallon of regular grade gasoline within Uiirly days ofinvoice after
delivery of products. The stated price is CIF (cost, insurance and freight)

to Uie point ofdelivery and includes all federal and state taxes and any

oUier fees or charges assessed against Uie products while In transit.

3. DELIVERY: Delivery of Uie above described products shall be on the

following dates In Uie stated amounts plus or minus 14 days:

gallons of diesel fuel No. 1 by

gallons ofdiesel fuel No. 1 by

gallons ofdieselfuel No. 1by

gallons ofregular grade gasoline by
gallons ofregular grade gasoline by
gallons ofregulargrade gasoline by

Failure to deliver products by lhe dates stated shall resultin a penalty

of $ per day until delivery is made. All fuel ordered must be

delivered prior to (he onset of freeze-up conditions that will prevent

delivery by water borne Uansportatlon. 'lhe seller assumes the risk,

subject to any conditions set forth in this agreement, ofdelivery prior lo

freeze-up conditions. It shall be sellers sole responsibility to deliver
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products by other means oftransportation for the same contract price
should sellerfall to make alldeliveries by waterborne transportation prior
to the onsetoffreeze-up conditions, 'the seller shallnotbe excused from
the terms of tills agreement because delivery of fuel by other means of
transportation at tire same price Is too expensive orcommercially imprac-

tical.

Delivery operations shall, whenever possible, take place when there is
sufficient daylight lo visually observe all areas affected by delivery,
including city storage tanks and the fillline. A diligenteffortshallbemade
by seller to provide adequate advance notice to city ofeach delivery and
to establish a timetable for delivery. It will be the responsibility ofseller
to assign a responsible individual to monitor the city storage tanks,
opening and closing valves as required and maintaining two-way com -

munication with the pump operator during all pumping operations.

In no event Is any city storage tank to be filled beyond ninety-four
percent (94%) ofits total capacity; doing so may resultin fuel expansion

beyond the capacity of the fuel tank resulting in a fuel spill.

3. METER TICKETS: Seller shall provide valid meter tickets from a
metercurrently legally calibrated in such a formatas to Indicate the exact
number ofgallons delivered into city storage tanks so that deliveries can
be accurately and fairly determined. Signing of receipt for petroleum
products shall be in such a manner that an explanation Is given to the
city representative, clearly and fairly explaining whatls being signed and

how Uie delivered quantity was determined.

4. INVOICES,; Invoices shall be submitted to city at the following

address: Invoices shall reflect the dale and

guantity of fuel delivered to the city and shall be submitted with the

appropriate meter ticket attached as described in section 3.

5. PRODUCTWARRANTY: Sellerwarrants thatthe petroleum products
delivered shallconform to the specifications attached hereto. All products
supplied arc subject to verification testing by Independent lest. If testing
indicates Uie product does not conform to speclficaUons, the city at Its
sole option, may require the seller to either: a) remove the nonspeclfica-
Uon product, including any existing product that may have been con-
taminated, and replace the nonspccificatlon product and any
contaminated fuel wlUi product Uiat Comp”eSwith all speclficaUons, or
b) Impose a penalty o f cents pergallon, which penalty shall be paid

directly to city or deducted from payments due or to become due to the

seller.

W henever a periodic test indicates that product delivered does not

conform to specifications, all product delivered since lhe date of the last
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lest may, at the sole option of the city, be considered as not meeting the

specifications and shall be subject to the provisions of Uils secUon.

6. POLLUTION: Seller warrants that it will comply wlUi the U.S.
Federal W ater Pollution Control Act of 1970 as amended, and Uiat all
transportation units shall have secured and cariy aboard current U.S.
FederalMariUme Commission Certificates of Financial Responsibility (oil

pollution). FurUier, seller warrants that all transporlaUon units arc in
compliance with allapplicable U.S. CoastGuard regulaUons in effectfrom
Ume to Ume, in parUcular, Uiose regulaUons pertaining to the availability
ofoilspillcontainmentequipment. Sellershallcomply wlUialloUierlaws,

rules, and regulaUons relating to water or oil polluUon.

It sliall be seller's responsibility to take whatever measures are neces-
sary to prevent or miUgate any damage that may result from an escape

or discharge of oil which causes or threatens to cause environmental

damage.

Seller shall cany Uiird parly pollution liability insurance covering all
transporlaUon units used In the performance ofthis contract. The lim its
ofliability shall notbe less Uian $1,000,000 per occurence. City shallbe

named as an addlUonal Insured on Uie policy wlUi respect to Uie
performance under Uils contract and Uie policy sliall contain a waiver of

subrogaUon against city.

7. PERFORMANCE BOND: A performance bond In form saUsfaclory to

city shall be furnished by seller atits expense.

IN WITNESS WHEREOF the parties execute Uils agreement for the

purposes set forUi therein

DATED: CllY OF
Mayor
ATTEST:
City Clerk
DATED: COMPANY

By



Fuel speclflcalUons

All diesel fuel delivered shall be premium quality, light colored, 100

percentdistilled American Society ofTesting and M aterials (ATSM) diesel

fuel No. I, and meet the requirements of ASTM D975 for the Grade ID

fuel.
Diesel fuel No. 1specification data:
1. APl shall equal or exceed 39.0 gravity degrees
2. Cloud pointshall be minus 35 degrees Fahrenheitor lower.
3. Pour point shall be minus 45 degrees Fahrenheit or lower.
4. Sulfer shall be 0.10 mass percentage or lower.
5. Sediment and water volume shall be less Uian .05 of 1 percent.
G. Cctane number shall be within the range of 45, plus or minus 2.
7. BTU pergallon, gross - 133,GOO0O minimum

8. Flash point, Pensky-Martcns shall be wlUiln Uie range of 110 to 140

degrees Falircnhclt

9. ATSM distillation shall not exceed 420 degrees Fahrenheit at Uie

range 90 percent recovered point

Any testing will be done In accordance wlUi standard ASTM D975.

Bidders shall subm it a certificate verifying Uie product to be delivered

equals or exceeds specified standards.






Appendix H:

Sample resolution for approving fuel

purchsoing contract

RESOLUTION OFTHE CHY COUNCIL

FORTHE CITY OF APPROVING A CONTRACT FOR

THE PURCHASE OF PETROLEUM PRODUCT'S

WHEREAS: The City of needs to purchase certain

petroleum products; and

WHEREAS: Company nas offered to supply the

required products ata price acceptable to Uie City Council;, THEREFORE,

IT RESOLVED Uie City Council approves the contract between the
Company for the purchase of spcciflccd

BE
city and

petroleum products and the terms and conditions of Uie contract arc

Incorporated by reference Into and made a part of Uils rcsoluUon.

PASSED AND APPROVED by a duly constituted quorum of the city

council for Uie City of .Uils day o f . 19_

Mayor

ATTEST:

City Clerk
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Appendix |

Charts for tracking fuel use atcommunity

buildings and facilities

Using this chart would be one method ofkeeping Lrack of how much
fuel each ofyour city facilities will use In ayear. Keeping accurate records

for several years will help you decide how much fuelyou need lo buy.






Appendix J:

Steps for safe fuel handling

and barge deliveryl

Before tlie barge amives:

eDetermine the quantity of fuel each tank can hold by
measuring Uie tank with a hand-held gauge tape or stick and

using lank volume charts.

Check all tanks for water. Do tills by using watcr-linuing

paste on your gauge tape or slicks. Place a Uiln film of
w ater-finding paste on the lower end ofyour gauge line. Any
water presentin Uie tank will be on the bottom ol the lank

and will change the color of the paste. Drain the water from

the tank before delivery.

Check the cargo line and valves for leaks. Make sure lhe

cargo lines arc In good condition and nol blocked or broken.

When the barge arrives:

eCommunicate with the barge tankennan. Make sure you and
the tankerman prepare a Declaration oflnspection (D.O.l.).
Both ofyou will sign (he D.O.l. Once this Is done, you w ill
know the quantities of product the barge Is going to deliver to

you, and the tankennan will know what quantity you can

hold in your tanks.

eSample the fuel on the barge before delivery. Use a clean
glass Jar for visual Inspection. Visually check the fuel for
floating particles; Ifyou And any. the fuel Is dirty and should

be rejected. Visually check the fuel for a cloudy or hazy

|Steps for Safe Fuel Handling was prepared by Della Western, Alaska's Petroleum

Distributor.



eappearance. Ifyou find 11 cloudy, your fuel has water in
suspension and, again, the fuel should be rejected. The fuel

should be clear, clean and bright before it Is accepted.

Hook up hoses Loyoui cargo line headers, or run the hose to

the tank. Before delivery starts, liave a communications
sysLcm setup between shorc-sldc and barge personnel.
Hand-held radios are Uie best mode of com munication. If this
is not possible, then hand signals and verbal signals should
be used. Do not pump fuel unless there Is away for
shorc-sldc "tank watch" and barge tankcrman to
communicate. One person should be assigned as tank watch.
Tills person will Le responsible for Ailing the tanks, making
tank switches and shutting down the barge when necessary.
W hen fuel nears Uie lop of the tank, the tankcrman should
be told to slow down Uie pumping offuel. When Uie fuel
reaches the desired level, pumping should stop Immediately
to avoid over-fllling Uie fuel tank. Remember lo leave enough

room at Uie lop ofthe tank for expansion ofthe fuel due to

.Tipcraturc increases.

Assign a second person to move between the barge and your
l-uks. This person’s responsibility Is to assist tank watch,
check cargo lines .and valves for leaks, and help lank watch
communicate wlUi Uie barge. Tills person should also help

take visual samples during delivery.

*There should be rto smoking on or near Uie fuel tanks and

barge, orwhere lines and hoses run between Lhe two.

Before the barge departs:

*Wht ithe barge lias finished, shut all valves, disconnect Uie
hose, and gauge tanks to determine Uie quantity ofoil
received. The amount should be nearly the same as the

amount the barge lias given you an invoice for.

«Check the tank for water and remove anyadditional free

water.



SENATE COMMITTEE REPORT

First Com mittee of Referral

DATE: 4/22/05

Date of 5-Day Notice:
(in accordance with Uniform Hule 23)

FURTHER: (Jnance®)

DATE TURNED
INTO OFFICE: 1]

Community and Regional Affairs Committee considered SENATE BILL NO. 138

SB 188 BULK FUEL REVOLVING LOAN FUND CAP

"An Act increasing the maximum amount of loans from the bulk fuel revolving loan fund to one borrower.”
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