
Proposal of the

Rhoads & Sinon Group LLC

To Serve As Fiscal Agent

To the Vermont  Public Service Board

In Administering the 

Vermont Energy Efficiency Utility Fund

_________________

David W Rolka, President,

Rhoads & Sinon Group, LLC
Proposal

Overview

The Rhoads & Sinon Group LLC (“R&S”) is pleased to submit this Proposal in response to the September 30, 2005 Request for Proposals issued by the State of Vermont Public Service Board (“Board” or “PSB”) seeking a fiscal agent for the administration of the Vermont Energy Efficiency Utility Fund (“VEEUF”).  As described in this Proposal, we propose to establish the Trust for the receipt of funds promptly upon notification that we have been selected, while the terms and conditions of the contract for services are finalized in an executed contract.

This Proposal has been prepared in conformance with the direction to provide a Response in multiple parts:

· PART 1
Transmittal Letter;

· PART 2
Project Approach;

· PART 3
Related Experience;

· PART 4
Staff Qualifications and References;

· PART 5
Business Organization and Staffing; and

· PART 6
Cost Proposal.

PART 1

Transmittal Letter:  A Transmittal letter has been prepared and submitted as part of this Proposal.  The Transmittal Letter has been labeled as such and executed by Mr. David W. Rolka, President of Rhoads and Sinon Group LLC.  The Transmittal Letter which is intended to be be included as an integral part of the R&S Proposal precedes this section of the Proposal.

PART 2

Project Approach:  

Upon selection as Fiscal Agent, R&S intends to direct M&T Bank to establish an account exclusively for the use of the Vermont Energy Efficiency Utility Fund.  Our monthly reporting on fund performance will include six (6) reports, which are consistent with our routine reporting expectations and which facilitate monitoring key aspects of fund accounts.  Those reports will include: a one page Summary Performance Report which captures key information from supporting reports; an Income Statement; a Balance Sheet; a Statement of Cash Flow; an Aged Receivables Statement; and a Cash Receipts Journal.  In addition we will prepare and submit the four (4) reports attached to the RFP in the format of those reports which include:  Analysis of Program and Administrative Disbursements Remaining Budget; Analysis of Program Prorated Disbursements Outstanding Liability; Analysis of Monthly Disbursements; and Statement of Energy Efficiency Charges (Net of Taxes).  Each of these reports will be prepared and submitted to the Board via e-mail to facilitate circulation and publication as appropriate.
An access database will be established and maintained exclusively for VEEUF data.  Our procedures for data entry will include an analysis of remittances for simple mathematical accuracy and completeness.  Our database design incorporates the ability to conduct an analysis of periodic remittances over time for trends, inconsistencies and irregularities.  Our experience as a contractor to the Universal Service Administrative Company, the Maine Public Utilities Commission, and the Arkansas Public Service Commission includes the receipt and processing of very large amounts of data from telecommunications carriers and competitors requesting federal and state USF support and examination of that data for inconsistencies and irregularities.  This experience has substantially enhanced our expert judgment with regard to data submissions.  
In order to assure a smooth and orderly transition of the fiscal agent responsibilities from the present arrangement to R&S, when we are selected as new fiscal agent, we propose to offer a notice to be posted on the Vermont PSB’s web site notifying participants of this change.  The R&S maintains a web site ( www.rhoads-sinon.con/publicutility/index.htm ) where relevant information will be posted.  We will encourage the Board to post a link between its web site and our web site to facilitate stakeholders’ ability to locate this site, and to accomplish the efficient transfer of responsibilities from the present arrangement. The information posted to our web site will include: a letter of introduction to R&S; VEEUF filing instructions; VEEUF worksheets; a listing of Company Codes and Names (by company code); a listing of Company Codes and Names (by company name); copies of applicable statutes relevant documents such as Orders, rules and any policy announcements issued by the Board; and, other materials which have been identified.  In addition, we will encourage participants to modify their systems to assure that they properly address their communications to R&S, as well as direct financial payments to the R&S’ banking partner, M&T Bank, for those participants that use electronic funds transfer.  This notice will also serve to encourage participants to contact us to communicate and discuss any specific issues or arrangements that may be in place to accommodate a participant’s specific banking needs.
We anticipate that the incumbent fiscal agent will provide copies of all current relevant correspondence with VEEUF participants to R&S, and will identify pending disputes and/or issues between the incumbent fiscal agent and participants.  We propose to provide a report of such issues/disputes to the Board, and to seek the Board’s advice and direction in resolving any such issues.
Similarly, we anticipate that we will acquire from the incumbent fiscal agent, or compile on our own as necessary, an aging report of outstanding carrier remittance obligations and delinquent notices, to the extent that any such notices have been issued.   We also will seek to obtain from the incumbent any ongoing or pending collection activities and any other pending legal matters relating to the VEEUF.

Our accounting and record keeping procedures, which include the capability to produce monthly account aging reports, will facilitate the identification of late or delinquent remittances.  We will implement whatever collection activities that the Board directs, such as reminder notices and other collection activities.  Since commencing ARUSF Fiscal Agent operations in January 2004, there have been no collection activities that have risen to a level that required per diem collection efforts.  R&S does have a thorough system of recording all communications with carriers which can provide the basis for the documentation of any dispute regarding collections which may arise in the future.  R&S is prepared to provide documentation and participate in such additional collection efforts as the Commission directs on a per diem basis.  Per Diem expenses will only be incurred with the prior express consent of the Commission and full documentation of such expenses will be submitted to the Commission for review and approval prior to submission for payment from the fund.  Records of any Per Diem reimbursements will be retained with the fund records for at least five years and will be identified in any financial reports of the fund submitted to the Commission.

R&S is prepared to respond to a Commission direction to arrange for legal representation or to cooperate with a Commission employee or other party regarding collections.   R&S already has in place an agreement with Rhoads & Sinon LLP for legal representation regarding its fiduciary relationship with the M&T bank, which can readily be expanded to include collections activities as necessary.

Disbursements will be made as directed by the Board.  We will make information available to the Contract Administrator concerning the calculation of the Energy Efficiency Charge regarding over- and under-collections of the Energy Efficiency Charge, as needed, from regularly maintained reports.

Through our arrangements with M&T Bank, we have the capacity to issue checks drawn on the VEEUF, payable as directed, as well as make and accept electronic funds transfers.

R&S will handle the investment of any cash balances for the benefit of the VEEUF consistent with the directions of the Board.

The R&S maintains separate accounts and records for each client and will continue to do so if R&S is awarded the contract.  The Fund will maintain it’s cash balances with the M&T Bank, Corporate Trust Division if R&S is awarded the contract.

M&T Bank will receive payments from contributing companies, and will provide Contractor with electronic access to an itemized list of daily transaction activity.  M&T will also provide the means of accepting payments and making disbursements via electronic funds transfer.  M&T Bank has provided these services to Contractor in conjunction with the Maine universal service programs as well as the Arkansas Universal Service Fund (AUSF) and Arkansas Extension of Telecommunications Facilities Fund (AETFF).

As Trustee, Contractor has instructed M&T Bank to invest proceeds, reserve monies, debt service monies, etc, in specific investment instruments with predetermined maturities and/or daily liquidity and in accordance with the applicable requirements of the Commission.  M&T Bank, through its MTB Money Market Portfolios, offers an investment option with competitive yields and daily liquidity.
The MTB U.S. Government Money Market Portfolio invests in instruments issued by or guaranteed as to the principal and interest by the U.S. Government or any of its agencies or instrumentalities.  These investments can also include repurchase agreements backed by these instruments.  The portfolio itself is not insured or guaranteed by the U.S. Government. The average maturity of underlying securities in this portfolio is 90 days or less with no decrease in earnings.  The U.S. Government Money Market Portfolio is rated by two rating agencies:

•  Standard & Poor's:
AAAm
• Moody's

Aaa

A recent independent audit of the Arkansas Funds administered by R&S reported on the Concentration of Credit Risk as Follows:

“The Fund maintains its cash balances at financial institutions.  Accounts at he institutions are insured by the Federal Deposit Insurance Corporation up to $100,000.  Balances at the institutions exceed the insurable limit at December 31, 2003 and 2002.  Since the Fund maintains its cash balances at high quality credit institutions, it does not believe it is exposed to any significant credit risk on its cash balances.”

During 2004 and 2005, R&S has decreased the risk associated with a concentration of Arkansas credit by moving the cash balances from a high quality credit institution to M&T Bank Corporate Trust Division which invests in U.S. Treasury bills, notes and bonds.  These securities are direct obligations of the United States of America, and are backed by the full faith and credit of the U.S. Government.

R&S processes the records of each client as separate confidential records, and each with its own set of banking arrangements although each fund has accounts with M&T Bank, Corporate Trust Division.  The AUSF for example maintains a dedicated lockbox and a dedicated trust account with M&T Bank and receives monthly bank statements for each of these two accounts.  The AETFF maintains a dedicated trust account with M&T Bank and receives a monthly bank statement for this account.

The principal staff of R&S have decades of regulatory and administrative experience which instills a thorough understanding of and appreciation for the interests of the Vermont Public Service Board in protecting the confidentiality of client information.

All VEEUF information will be routinely maintained in secure locations within our secure offices.  Confidential information will be segregated from other client files and appropriately marked as confidential information.  Each person authorized to access confidential information has been/will be briefed on the handling of confidential information and will execute a confidentiality and non-disclosure agreement with R&S.  If R&S receives a request to disclose confidential information from a person or organization other than the Vermont Public Service Board or their authorized employees, R&S shall deny the request and inform the inquiring party that such requests for information may be submitted to the Vermont Public Service Board.  R&S will not release confidential information to anyone not specified in this Proposal without express direction to release specific information from an authorized agent of the Vermont Public Service Board.
In order to confirm that funds are being collected and disbursed in accordance with the directions of the Board, the fund administrator will be required to scrutinize the data being self-reported by contributing carriers, to evaluate the accuracy of that data.  Because much of the information that the administrator will rely upon necessarily is self-reported by utilities, the fund administrator will not be able to certify the accuracy of that information.  In developing our computer processing system, R&S has developed, automated edits that identify data that appears to require further, manual scrutiny.  These edits are used as a means of identifying potential problems with the reporting of data.  These edits are supplemented by written procedures that prescribe the manual follow-up procedures, to assure the accuracy and integrity of the records and data that the fund administrator will use to record required contributions and disbursements.

The Commission’s RFP prescribed access to the Administrator’s books and records of the fund, as a condition of the manner of performance of the work, and the periodic financial audit of the fund.  We have developed appropriate records and data retention procedures that assure that the fund administrator’s operations are capable of being audited and verified by the Commission staff or an independent third party.

R&S keeps records of significant written or oral interpretations and maintain consistency with respect to advice to requesting participants.  R&S maintains a record of communications with each participant as well as an index of open issues requiring additional follow-up.  R&S has developed redundant procedures and processes to ensure that payments are correctly made and on schedule.  R&S uses separate personnel to track financial transactions in four (4) independent systems, each using different software applications, and each maintained by separate staff.  The M&T Bank maintains records of each transaction as well as each investment and disbursement action and provides detailed monthly statements to Mr. Rolka.  The R&S book keeping staff maintain a complete set of financial records using an accounting package and provides monthly reports to Mr. Rolka.  Matt Saltzer of R&S maintains a proprietary data base application developed for the purpose of tracking all correspondence and notes on carrier accounts as well as financial transactions.  Mr Rolka has access to that system and can generate several programmed reports, on demand, as well as financial statements.  Mr. Rolka maintains a proprietary spreadsheet application developed for the purpose of insuring that the other three systems used in the administration of the fund can be reconciled, as well as for the preparation of periodic reports to the Commission.  R&S will submit the necessary periodic written reports to the Commission on the status and management of the VEEUF in accordance with the Commission’s RFP, and relevant orders and guidelines in addition to the interim or special reports developed at the request of the Commission staff.  R&S will be filing these written reports with the Commission monthly, or as otherwise required, shortly after of the conclusion of each month.

R&S currently maintains insurance at or above the types and limits indicated in the State of Vermont Contract for Personal Services.  The Firm's current business insurance coverage is:


Ins. Coverage



Existing
Vermont  Req.

General liability & Property Damage

$1,000,000
$1,000,000

Fire Legal Liability 



     500,000
       50,000

Automotive Liability



$1,000,000
$1,000,000

Workers Compensation


Bodily injury by accident-each accident
$  100,000


Bodily injury by disease-each employee$  100,000


Bodily injury by disease-policy limit 
$  500,000

We have not verified the Vermont work comp. insurance requirements.  The Firm has an $5,000,000 umbrella policy over the above three policy limits.  Employee dishonesty insurance policy and business policy coverage for employee dishonesty currently totals $250,000.  The $1,000,000 coverage Vermont is requiring is obtainable once the contract is awarded.

R&S warrants to the Vermont Public Service Board that neither R&S nor anyone authorized to act on behalf of R&S has made any payment or contribution to any political candidate, political committee, public official or any other person or entity, for the purpose of influencing the award of the Contract for Personal Services.

R&S shall not discriminate against any employee, applicant for employment, independent contractor, or any other person because of race, color, religion, sex, marital status, sexual orientation, national origin, age or non-job related disability.

All advertisements or requests for employment placed by R&S or on R&S’s behalf, shall state that all qualified applicants will receive consideration for employment without regard to race, color, religion, sex, marital status, sexual orientation, national origin, age or non-job related disability.

PART 3
Related Experience:

R&S has performed as the fiscal agent for the Maine Telecommunication Education Access Fund (“MTEAF”) and the fiscal agent for the Maine Universal Service Fund (“MUSF”) from July 1, 2002 through June 30, 2005.

R&S has performed as the fiscal agent to the Arkansas Universal Service Fund and Arkansas Extension of Telecommunications Facilities Fund since January 1, 2004 and is under contract to the Arkansas Public Service Commission through December 31, 2007.

Additionally, our regulatory experience and extensive experience and services provided to the federal universal service administrator of numerous high cost programs, the Universal Service Administrative Company, also serves to qualify us for the pending proposal.  We have designed databases and assisted in implementing numerous mechanisms, which requires us to periodically compute the amount of contributions and support needed to sustain various mechanisms, and to coordinate the provision of this information to other vendors that collect and disburse funds.

Neither R&S, its employees and subcontractors have any relationship with any of the companies under the jurisdiction of the Commission, or with any subsidiaries or affiliates of such companies, or any participant in the VEEUF.

PART 4
Staff Qualifications & References:

Rhoads & Sinon LLC President, David W. Rolka, has been the principal in the service contracts between the Rhoads & Sinon LLC and the Universal Service Administrative Company (USAC), the Arkansas Public Service  Commission for the joint administration of the Arkansas Universal Service Fund (AUSF) and the Arkansas Extension of Telecommunications Facilities Fund (ARETFF).  Mr. Rolka has been and will remain the principle point of contact between the Commission and the Contractor for the duration of a new contract resulting from this proposal.  Enclosed is a brief summary of Mr. Rolka’s extensive regulatory and management experience.  His regulatory and management experience includes Chairman and Commissioner of the Pennsylvania PUC; Executive Director of the Pennsylvania Office of Consumer Advocate; Chief of Staff to Commissioner Michael Johnson of the Pennsylvania PUC; Senior Vice President, then President of Rhoads & Sinon Group LLC.  Mr. Rolka will be supported as Administrator by dedicated R&S information technology specialist Matthew Saltzer, and will have ongoing access to the information and network support staff of R&S LLP as needed.  Mr. Rolka will also continue to be assisted by dedicated clerical and bookkeeping staff.  Each of the proposed members of the support staff is currently experienced in the Administration of the funds and will continue in those roles as further described below.  A list of relevant clients and related contact information available to provide references follows.

· Maine Public Utility Commission, Mr. Rich Kania, (207) 287-1379; Administration of the MTEAF & MUSF.

· Arkansas Public Service Commission, Mr. Bill Dennis, (501) 682-5695; Administration of the Arkansas Universal Service Fund & Administration of the Arkansas Extension of Telecommunications Facilities Fund.

· Maine Office of Public Advocate, Mr. Steven G. Ward, Public Advocate, Public Advocate Office, 112 State House Station, Augusta, Maine 04333-0112; proceedings before the FERC regarding the Maritimes and Northeast Pipeline, LLC settlement in Docket No. RP04-360

· Universal Service Administrative Company, Ms. Karen Majcher, (202) 572-1663; various consulting services and projection of support requirements for High Cost Model, Interim Hold-Harmless Support, Interstate Common Line Support and the disaggregation of support to rate of return carriers.

Administrative support for R&S includes two senior professionals responsible for oversight and the administration of the R&S integrated network and computer technology, its security and the security of client information.  Three full time administrative staff and four full time accounting staff and additional full time secretarial, duplicating and messenger staff also support R&S.  

R&S will maintain its books and records consistent with generally accepted government auditing standards and the documented practices of the preceding FA.  The books and records of R&S are subjected to annual financial review by an independent CPA
,.  A copy of the R&S financial statements for the years ended December 31, 2002 and 2001 can be provided upon request.  We have consulted with our auditors regarding the prospective audit of R&S as fiscal agent of the VEEUF and the second part of this proposal includes a budget for such reimbursable expenses. 

R&S will actively work with the Board or its appointed agent in any periodic audits of the VEEUF operations, status and management that the Board may direct.  R&S and M&T personnel will fully cooperate in the successful and timely completion of such audit activities.  R&S has extensive experience coordinating with and responding to auditors’ request for information in connection with annual audits of the Universal Service Administrative Company as well as the AUSF and AETFF.

The M&T Bank representative for the subcontract for services will be Mr. Bernard V. Kelly, Vice President M&T Bank Trust Division 3, 213 Market Street,, Harrisburg, PA 17101.  Mr. Kelly’s e-mail address is bkelly@mantbank.com.  Mr. Kelly’s direct dial phone number is (717) 255-221.
M&T Bank will be contracted to the VEEUF through R&S for banking services necessary for the administration of the Vermont Energy EfficiencyUtility Fund.  M&T provides retail and commercial banking and trust services to individuals, businesses and units of government in the mid-Atlantic region, across the United States, and abroad.
For more than 50 years, the operation that is now M&T Bank, has included a dedicated Corporate Trust Department.  The department has two units: Bond Administration and Corporate Trust Operations.  M&T officers each have an average of over twelve years of corporate trust experience.  Each is either a Certified Corporate Trust Specialist (as designated by the Institute of Certified Bankers) or is in the process of becoming certified.

PART 5
Business Organization and Staffing:


Rhoads and Sinon Group LLC is a wholly owned subsidiary of Rhoads and Sinon LLP.  Established in 1935, and located in the heart of Harrisburg Pennsylvania’s commercial and governmental districts, Rhoads and Sinon LLP is one of Central Pennsylvania’s premier regional law firms providing sophisticated counsel to corporate, municipal, governmental and individual clients throughout the Commonwealth of Pennsylvania.  Additional information regarding the practice groups; the wholly owned subsidiary consulting practice, Rhoads and Sinon Group LLC; staff biographies and a representative client listing can be viewed on our web site www.rhoads-sinon.com.
Rhoads and Sinon Group LLC was established by Rhoads and Sinon LLP in January 2000, to complement the extensive legal representation of regulated telecommunications and energy providers by Rhoads and Sinon LLP.
For more than fifty years, the operation that is now M&T Bank, has included a dedicated Corporate Trust Department.  The Trust Department has two units: Bond Administration and Corporate Trust Operations.  Bond Administration has three officers for each administrative assistant to ensure a highly effective coverage and provide quick responses to it’s clients.  M&T Bank officers each have an average of over twelve years of corporate trust experience.  Each is either a Certified Corporate Trust Specialist (as designated by the Institute of Certified Bankers) or is in the process of becoming so certified.  Bond Administration aggressively pursues a program of continuing education and training to be certain that its staff skills remain fully up-to-date in this dynamic industry.  The Corporate Trust Operations staff is fully cross-trained and regularly takes advantage of seminars, continuing education programs and in-house training.

The staff of the Corporate Trust Division is easily accessible to client personnel, and other interested parties to answer questions, and assure that all aspects of this Fund are running smoothly.  R&S can provide the Commission with the ability to view reports of fund activity for each of the accounts used to manage the Funds.  M&T Bank has a Link on its Web Site (www.mandtbank.com) that gives M&T Bank clients access to StrataWeb.  This Windows-based application allows clients to view their account information through an easy point-and-click process.  Clients can download, save and print their information at any time.

R&S administrative support for the project team leader includes three professionals responsible for oversight and the administration of the R&S LLC and Rhoads and Sinon LLP integrated network and computer technology, its security and the security of client information.  Three full-time administrative staff and four full-time accounting staff, and additional full-time secretarial, duplicating and messenger staff also support the project team leader.  R&S is governed by strict confidentiality business conventions, and the Rhoads and Sinon LLP adheres to the stringent Code of Professional Conduct for attorneys, including but not limited to preserving the confidentiality of communications and information.

M&T Bank uses the trust accounting system of SEI Corporation, the nationally recognized provider of trust accounting services for several hundred banks.  The SEI system is constantly enhanced and upgraded.  SEI supplies M&T Bank with quarterly software updates and enhancements that deal with such matters as changes in regulatory and compliance requirements. 

M&T Bank has made an enduring commitment to meet the demands of an ever-changing marketplace through the continual investment in and upgrading of both human resources and technical resources.  The combination of experienced, professional staff, state-of-the-art systems and commitment to provide quality cost-effective solutions makes M&T Bank the ideal Corporate Trust provider for your escrow requirement.

PART 6

Cost Proposal:

Maximum Amount:

In consideration of the services to be performed by R&S, we propose that the State agree to pay R&S, from the Vermont Energy Efficiency Utility Fund, and in accordance with the payment provisions specified below, a sum not to exceed $17,520 during 2006 and $14,520 per year during each of 2007 and 2008, the annual contract periods.  The parties understand that, if unanticipated events should occur, the contract may be amended to increase that maximum amount.  The parties also understand that R&S agrees to offer services to the VEEUF and the Board at the Per Diem rates below.
Subcontractors:

R&S shall not assign or subcontract the performance of this proposal or any portion thereof to any other contractor, except as indicated will occur with the award of this agreement for in-house legal services and the services of M&T Bank, without the prior written approval of the State, which approval shall not be unreasonably withheld.

Contract Term:

The Term of the proposed contract is from January 1, 2006 through December 31, 2008.

Prior Approvals:

Under current administrative guidelines, it is our understanding that a contract for the proposed Services Contract must be approved by the designees of the Vermont Attorney General and the Vermont Secretary of Administration.  Neither this proposal nor any amendment to it is binding until it has been converted to a contract for services and approved by both the Vermont Attorney General and the Vermont Secretary of Administration.

Amendment:

No changes, modifications, or amendments in the terms and conditions of the proposed contract shall be effective unless reduced to writing, numbered, and signed by the duly authorized representatives of the State and R&S.  If the State should significantly modify the functions assigned to R&S, the parties agree that they will negotiate concerning adjustments to the Cost Proposal, and the rate for any additional work will be consistent with the rates already established.

1.
Fixed Cost Payments

The AEEUF shall pay R&S for all fixed cost functions, in the following amounts:

	Fiscal Year
	2006
	2007
	2008

	M&T Non-Recurring set up fee
	$2,000.00
	$ 0
	$ 0

	R&S Non-Recurring Fee
	$1,000.00.
	$0
	$0

	M&T Recurring Fee
	$210/Mo.
	$210/Mo
	$210/Mo

	R&S Recurring Fee
	$1,000.00
	$1,000.00
	$1,000.00


Recurring fees shall be paid monthly in equal amounts, commencing January 2006 and ending December 31, 2008.

2.
Per Diem Payments

The State shall also pay R&S for any per diem reimbursement functions, subject to the prior written direction from the Board or it’s representative, as follows:

	Fiscal Year
	2006
	2007
	2008

	Per diem payment ($/day) legal services
	$1,600 per person
	$1,675 per person
	$1,750 per person

	Per diem payment ($/day) non-legal services
	$1,400 per person
	$1,475 per person
	$1,550 per person

	Per diem payment ($/day) independent audit
	$800 per person
	$840 per person
	$880 per person


� Waggoner, Frutiger & Daub, Certified Public Accountants, 5006 East Trindle Road, Suite 200, Mechanicsburg, Pa. 17050-3647.  (717) 506-1222, fax (717) 506-1223. � HYPERLINK http://www.wfdcpa.com ��www.wfdcpa.com�.









1

