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SENATE CINANCE COMMITTEE P ^ O R T

DATE: 3/24/93 FURTHER:

DATE TURNED INTO OFFICE: _ a / - 6 - P 3

The Finance Committee considered SENATE BILL NO. 171

Contracting and financing authority of the Alaska Industrial Development and Export Authority, 
giving approval of the issuance of the authority’s revenue bonds, and delaying the termination date 
of the authority's business assistance program; efd.
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FISCAL NOTE No
STATE OF ALASKA ^  „

1993 LEGISLATIVE SESSION  — '-
(S) Publish Date: 3  - ^ - 9 . 3

Revision Date: _________________________________________  Department Affected: Commerce and Economic Development
Title: An Act relating to the contracting and____________________  BRU: AIDEA_______________________________________
financing authority of AIDEA and extending a program.  Component: AIDEA

Sponsor: Senator Pearce_________________________________ ____________________
Requestor: Senator Pearce ___________________________  COMPONENT SERIAL NO.

EXPENDITURES/REVENUES:

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES 0 0 0 0 0 0

TRAVEL 0 0 0 0 0 0

CONTRACTUAL 0 0 0 0 0 0

SUPPLIES 0 0 0 0 0 0

EQUIPMENT 0 0 0 0 0 0

LAND & STRU CTU RES 0 0 0 0 0 0

GRANTS, CLAIMS 0 0 0 0 0 0

MISCELLANEOUS 0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING:

1002 Federal Receipts 0 0 0 0 0 0

1003 G F Match 0 0 0 0 0 0

1004 GF 0 0 0 0 0 0

1005 GF/Program Receipts 0 0 0 0 0 0

1006 GF/MHTIA 0 0 0 0 0 0

OTHER 0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0

PART-TIME 0 ,  0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

Estimate of current year (FY 93) impact: J T .

ANALYSIS: (Attach a separate page if necessary.)
Bonds of AIDEA will be sold to finance the Anchorage public-use aircraft fueling facilities and will have no fiscal impact on the General Fund. The 
Business Assistance program is a guarantee program on bank oric naled loans and with careful oversight should have no fiscal impact on AIDEA.

Prepared by: William R. Snell, Executive Director 
Division: AIDEA__________________________

Phone: 561-8050 
Date: March 22. 1993

Approved by Commissioner: Paul Fuhs_______
Agency: Commerce and EconomicDevelopment
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R E V I S E D  A M E N D M E N T  NO. 1 <£> -  /

OFFERED IN THE SENATE BY SENATOR PEARCE

TO: SB 171

Page 1, line 2-3:

Delete

"giving approval of the issuance of the authority's revenue 
bonds,"

"authorizing the Alaska Industrial Development and Export 
Authority to issue bonds in a principal amount not to exceed 
$40,000,000 to finance the acquisition, design, and 
construction of public use a ircra ft fueling facilities .and 
authorizing the Alaska Industrial Development and Export 
Authority io issue bonds in a principal "m ount not to exceed 
$50,000,000 to finance the acquisition, design and construction 
of port facilities related to the development and operation of a 
d irect reduction iron ore processing facility  located at Point 
M ackenzie,"

Page 2, following line 1:

"Sec. 2. (a) The Alaska Industrial Development and Export
Authority may issue bonds to finance the acquisition, design, 
and construction of a port facility and related loading and 
conveyor equipment related to the development and operation of 
a direct reduction iron ore processing facility for use by the 
Midrex Corporation. The facility is to be located at Port 
Mackenzie, and will be owned by the Authority. The principal 
amount of the bonds may not exceed $50,000,000.

In s e rt

(b) Subsection (a) of this section grants the 
legislative approval required by AS 44.88.095(g).

S p o n s o r : D a l e :  V/_4 /1 J  
Logged In By: f r * ! ______



O F F E R E D  I N  T H E  S E N A T E  

TO: S B  171

P a g e  1, l i n e  12:

D e l e t e  " r e v e n u e "

A M E N D M E N T

SENATE FINANCE ^  ,  
COMMITTEE 

Amendment Number: ( 
Bill N um b y : Z g
Sponsor re s su . Dat6:~y7yAj
Logged In By:

BY S E N A T O R  P E A R C E
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OFFERED IN THE SENATE BY SENATOR ELLIS -A "- /

TO: SB 171 £ £
3 5
T k -

Page 2, following line 1: Art A" ^<p5 r*vj A 1
Insen a new bill section to read:

"* Sec>5t The Alaska Industrial Development and Expon Authority may issue bonds to 

Finance the acquisition, design, and constmction of a facility for the offloading, processing, 

storage, and transloading of seafood, to be located in Anchorage and owned by the Authority.

The principal amount of the bon^s may not exceed 550,000,000. This section grants the 

legislative approval required by AS 44.88.095(g)."

Renumber the following bill secdons accordingly.

SENATE FINANCE 
COMMITTEE

Amendment Number:.-------------
Bill Number: _ _
Sponsor   PateHfoffiz
Logged In By: ------------

-1-
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SE N A T E  BILL NO. 171 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE FIRST SESSION 

BY SENATORS I'EARCE, Leman, Ellis, Donley

Introduced: 3/18/93 9  f
Referred: .  J  /  O  p f O J  r f f l *

* * -  " z i  • *  &  % > '

^  FOR AN A C T  EN TITLED

1 "An Act relating to the contracting and financing authority o f the A laska

2 Industrial D evelopm ent and Export A uthority, gi ving" npp rm'nl ol’ the- inontm w  oL

3 Xhi»-mi»ho i"ity'u imvunwe liwndo, and delaying the term ination date o f  the au thority’s

4 business assistance program ; and providing for an effective date."

5 BE \T  EN AC TED BY TH E LE G ISLA TU R E OF TH E ST A T E  O F ALASK A :

6 * Section 1. (a) The Ala. ka Industrial Development and Export Authority may issue bonds

7 to finance the acquisition, design, and construction of public use aircraft fueling facilities

8 located at the Anchorage International Airport, to be owned by the authority. The principal

9 amount of the bonds may not exceed $40,000,000.

10 (b) For purposes of determining the applicability of AS 36.30.850(b), a contract

11 entered into by the Alaska Industrial Development and Export Authority that relates to the

12 project described in (a) of this section and that is to be paid from the proceeds of th c ^ em m c-

13 bonds issued under (a) of this section is a "contract relating to airports."

14 (c) Subsection (a) of this section grants the legislative approval required by

SB0171a - I- SB 171
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



* Sec. 2. Section 4, ch. 162, SLA 1988, as amended by sec. 4, ch. 25, SLA 1991, is 
amended to read:

Sec. 4. AS 44.88.500 - 44.88.599 are repealed July 1, 1996 [1993].

* Sec. 3. This Act takes effect immediately under AS 01.10.070(c).

A S  44 .88 .095(g).

SB 171 mi.
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED!

SB0171a



NOTE

TO: L egal Se r v ic e s

PROM: K a th y
Senate Fin a n c e

DATE: Ap r il  6, 1993

RE: CSSB 171 (F in a n c e )

Please  draft a Senate Fin a n c e  Co m m ittee  Su b s t it u t e
for SB i7i in c o r p o r atin g  the attached  three amendm ents . The Senate
Finance Com m ittee in c o rp o ra te d  th e  substance  o f  SB 16 w ith in  
Amendment No . 3. P lease in s e r t  language r e la t in g  to  th e  seafood
CENTER AND ITS COST INTO THE T ITLE PER THE REQUEST TO DO SO* FOR THE 
AIRCRAFT FUELING FAC IL ITY AND IRON ORE PROCESSING CENTER CONTAINED
in  Amendment No. 1. The b ^ l  was re p o r te d  o u t o f  com m ittee  t h is
MORNING AND W ILL BE READ ACROSS INTO 'RULES, SO A RETURN AS SOON AS 
POSSIBLE WOULD BE APPRECIATED.

Please  d e l iv e r  to Ka t h y , Room 520 (we now have a
NUMBER ON OUR DOOR, BUT I T ' S  THE SAME BLUE DOOR BY THE AMERICAN
Fla g ) .  Giv e  me a c a ll  at  465-2816 i f  there are q u e s t io n s .
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REIM BURSEM ENT A G R EEM EN T

THIS REIMBURSEMENT AGREEMENT (herein, the "Agreement") is made this 

/ X  /A  day of March, 1993, between Anchorage Fueling and Service Company 

(“AFSC") and the Alaska Industrial Development and Export Authority (the “Authority").

R E C I T A L S :

WHEREAS, pursuant to AS 44.88 (the “Act"), the purpose of the Authority is to 

promote, develop, and advance the general prosperity and economic welfare of the 

people of Alaska, to relieve problems of unemployment, and to create additional 

employment by providing means of financing and facilitating the financing of industrial, 

manufacturing, export, small business and other business enterprises, and other 

facilities, including facilities for transportation; and

WHEREAS, AFSC desires to operate a new tank farm and fuel pipelines 

connecting to its existing aircraft fueling hydrant system and supply pipelines, and is 

considering the construction of a new maintenance and operational base building and 

replacement, of existing facilities (the "Facility" as more particularly described in Exhibit 

“A" attached hereto) located at the An ■’■.orage International Airport; and

WHEREAS, to facilitate the interests of the State of Alaska, the Authority and 

AFSC in constructing and operating the Facility, the partie. hereto desire to obtain all 

available information as to the Facility, including information as to the feasibility and 

planning thereof, and thereafter enter into an agreement with AFSC providing for the 

ownership, financing and management of the development of the Facility; and

WHEREAS, the Authority is willing to acquire the necessary interest in the site 

on which the Facility is to be constructed; and

A P R  0 5  '93 14:03 ftIDA
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W H E R E A S ,  A F S C  desires to lease the Facility from the Authority, or otherwise 

enter into an agreement for the use and/or management of the Facility, providing that 

the Facility is constructed in accordance with Plans and Specifications to be later 

developed by consultants to A F S C  and reviewed by the Authority; and

WHEREAS, the Authority encourages the use of competitive procurement 

principles in the study, development, financing, design, and construction of the Facility 

except for those portions of the Facility as to which AFSC and the Authority mutually 

determine that only one firm or a select number of firms posses the requisite 

expertise; and

WHEREAS, in connection with such review the Authority plans to retain 

feasibility, planning, financial, design and engineering consultants, as well as bond 

counsel and such other qualified professionals as are necessary as consultants to 

assist it in obtaining and evaluating information related to the Facility and the 

development thereof and to provide professional advice to the Authority in that regard 

(the "Study); and

WHEREAS, the consultants are expected to gather and review all available 

information concerning the Facility and to inform the Authority as to, among other 

things, the adequacy of such information for making investment decisions as to the 

Facility, the nature of the financial risks involved in investment in the Facility, the 

engineering and other considerations involved in the selection and site development 

for the Facility, and the design and construction of the Facility; and

AIDEA/Anchongo Fulling Service Company Tank Farm and Aircraft Fueling Facility 

AQnrnmnt
afftefc* Page 2



WHEREAS, Resolution No. A93-1 of the Authority proviaes that the Authority 

shall enter into an agreement with AFSC related to the costs of such a study and 

evaluation by the Authority and provides further that AFSC shall reimburse the 

Authority for the costs thereof, and this Agreement is intended to fulfill that require­

ment; and

WHEREAS, the Authority has determined that it is in the public interest to enter 

into this Agreement with AFSC with respect to the Facility; and

WHEREAS, the Authority and AFSC are each legally authorized to enter into this 

Agreement and each is legally authorized to perform its respective duties as set forth 

herein; and

WHEREAS, the parties hereto to expect that if the results of the Study are 

favorable they will enter into an amendment to this Agreement or an another similar 

agreement providing for the undertaking of additional pre-construction activities and 

tasks including, but not limited to, design of the Facility.

NOW, THEREFORE, in consideration of the mutual covenants and promises 

herein contained, and for other valuable consideration, the receipt and sufficiency of 

which is acknowledged, the Authority and AFSC do hereby agree as follows:

t .  Subject to the reimbursement requirements set out herein, the Authority 

agrees that it will expend not to exceed $500,000 for costs of the Study. The Authority 

shall have the sole authority to enter into contracts with the consultants and other 

professionals who will conduct the Study, shall administer such contracts and direct 

the activities of those persons working on the Study. The Authority agrees that it will

AiDEA/Anchoiage Fueling end Service Company Tank Fa/m end Aircraft Fueling Facility 

/WMtflMMOf AQieefne/tt
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consult with A F S C  and seek the concurrence of A F S C  before entering into any 

c o m m i t m e n t  or engagement as to the Study which is material.

2. If the results of the Study are favorable and the Authority and AFSC enter 

into a lease or other final agreement with respect to the use and/or management of 

the Facility, AFSC agrees that all costs of the Study incurred under this Agreement will 

be included as a qualified cost for purposes of determining any user fee, lease or 

other payment to be negotiated between the parties ("costs" of the Study as such term 

is used in this Agreement means the out-cf-pocket costs of the Authority).

3. AFSC agrees to reimburse the Authority for all costs of the Study if (a) AFSC 

withdraws or otherwise declines to proceed with negotiation of an agreement providing 

for ownership, financing and management of the development of the Facility or a lease 

or other final agreement with respect to the use and/or management of the Facility, 

(b) the Authority, for whatever reason, declines to approve financing and/or 

construction of the Facility under the Development Finance program, or (c) the 

Authority and AFSC are unable to execute an agreement as to ownership, financing 

and management of development of the Facility, or a lease or other final agreement 

for use and/or management of the Facility. Payment of such costs of the Study is due 

within ninety (90) days following the date which the Authority notifies AFSC in writing 

of the amount of repayment which is due. If any portion of such amount is not timely 

paid to the Authority, interest shall accrue on the unpaid amount from the date of such 

notice by the Authority as provided in the preceding sentence at a rate per annum

AJDEA/Anchorao* Foiling and Satvk* Company Tank Farm and Alicrztt fueling Facility 
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equal tc the "Prime Rate" as reported in the Wall Street Journal plus one percent (1%), 

such rate to be adjusted quarterly crtnt fi'st days of January, April, July, and October.

4. The obligation of the Authority pursuant to this Agreement is strictly limited 

to participation in the Study as described herein. The Authority may impose such 

further terms and conditions with respect to the Study as the Authority, in its sole and 

absolute discretion, determines to be reasonable and prudent.

5. AFSC may instruct the Authority to terminate the Study at any time, and the 

Authority agrees to use its best efforts to conclude the work undertaken as part of the 

Study as economically as possible.

6. AFSC shall defend, indemnify and hold harmless the Authority from and 

against any all suits, claims, actions, losses, costs, penalties and damages (of 

whatever kind or nature, including reasonable attorney's fees and litigation costs) 

arising in favor of government agencies or third parties (including employees of the 

parties) on account of any danu ?s arising out of, or in connection with, the Study 

or this Agreement unless due to the negligence or misconduct of the Authority or its 

contractors (excepting AFSC).

7. This Agreement shall be governed by and construed under the laws of the 

State of Alaska.

8. Any action or judicial proceeding arising out of this Agreement shall be filed 

and prosecuted in the Superior Court for the State of Alaska, Third Judicial District, 

at Anchorage.

AJD£A/AnchoraQ* Fueling and Srtvic* Company Tan* farm and Aimrafl Fueling Facility 

a/wo* Page 5



APR 05 '93 14:06 filD ft P. 7 / 3

9. This Agreement may not be modified or amended except by a writing signed 

by the parties.

IN WITNESS WHEREOF, the parties hereto, in consideration of the mutual 

covenants set forth herein and intending to be legally bound, have caused this 

Agreement to be executed and delivered as of the date fir rt written above.

ANCHORAGE FUELING AND 
SERVICE COMPANY

FRED KETZEBACK
Chairman

ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

wftLIAM R. SNELI 
Executive Director

AIDE A/Anchoraga Foaling And Sarvica Company Tank Farm and Aircraft Foiling Facility

n a k r tb u n a m a n t A & m m a n i
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EXHIBIT A
Description of Tank Farm and Aircraft Fueling Facility

The Facility will consist of a tank farm on the west side of the Anchorage 

International Airport consisting of three 100,000 barrel steel tanks, a pump house and 

filtration building, and two 20 inch and one 8 inch buried pipelines from the tank farm 

through an existing utilidor under the north-south runway to connect to existing 

pipelines and hydrant system.

A maintenance and operational base building of approximately 16,000 square 

feet which may be included as part of the Facility will occupy a four acre site in the 

area near the domestic terminal presently utilized by Anchorage Fueling and Service 

Company for a tank farm and associated facilities.

Also under consideration for inclusion in the Facility are the replacement of old 

facilities including provisions for DART loading, DART de-fue!ing, refueling DART and 

hydrant cart vehicles; a meter prover-loop system; and related improvements

AJOEA/Anchoraga Foaling and • 'anrica Company Tank Farm and foaling Facility 
M t o M  A  to ftointoummaat Agt amarrt
AFFOFC4
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Airport Consulting Services

Post Office Bo\ 8007
San Francisco International Airport
San Francisco CA 94128-8007

Telephone 415 571 7722

Office Location

160 Bovet Road
San Mateo. CA 94402-3107

MAR 3 0 1933

M a r c h  2 6 ,  1 9 9 3 ' .

M r .  J o h n  O l s o n
M a n a g e r ,  D e s i g n  a n d  C o n s t r u c t i o n  
A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  

a n d  E x p o r t  A u t h o r i t y  
4 8 0  W e s t  T u d o r  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

R e :  P r o p o s a l ,  A n c h o r a g e  F u e l i n g  a n d  S e r v i c e  C o m p a n y  F i n a n c i n g
P r o i e c t ,  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t

E n e l  • l e t t e r  p r o p o s a l  t o  s e r v e  a s  a i r p o r t  c o n s u l t a n t
i n  c o n n e c t i o n  w i t h  t h e  f i n a n c i n g  o f  a  p r o p o s e d  m a j o r  f u e l i n g  
f a c i l i t y  r e l o c a t i o n  a n d  e x p a n s i o n  a t  A n c h o r a g e  I n t e r n a t i o n a l  
A i r p o r t .

We  l o o k  f o r w a r d  t o  r e c e i v i n g  a n  e x e c u t e d  c o n t r a c t  f r o m  y o u .

D e a r

M i c h a e l  G .  M o r c n e y  
P r i n c i p a l

M G M / e t
E n c l o s u r e
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Peat Marwick
Airport Consulting Services

Post Office Bo* 8007 Tsieonone 415 57 ' ~’ 22 "-e t. i*  41= r,

San Francisco International Aitoort 
San Francisco CA 94128-8007

Office Location

150 Bovet Roaa
San Ma’ .o  CA 94402 3107

M a r c h  2 6 ,  1 9 9 3

M r .  W i l l i a m  R .  S n e l l  
E x e c u t i v e  D i r e c t o r  
A l a s k a  I n d u s t r i a l  D e v e l o p m e n t  

a n d  E x p o r t  A u t h o r i t y  
4 8 0  W e s t  T u d o r  
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

R e :  A n c h o r a g e  F u e l i n g  a n d  S e r v i c e  C o m p a n y  F i n a n c i n g
P r o j e c t ,  A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t

D e a r  M r .  S n e l l :

I n  a c c o r d a n c e  w i t h  o u r  M a r c h  1 0 ,  1 9 9 3 ,  t e l e p h o n e  c o n v e r s a t i o n ,  
KP MG P e a t  M a r w i c k  i s  p l e a s e d  t o  s u b m i t  t h i s  l e t t e r  p r o p o s a l  t  
s e r v e  a s  a i r p o r t  c o n s u l t a n t  i n  c o n n e c t i o n  w i t h  t h e  f i n a n c i n g  
a  p r o p o s e d  m a j o r  f u e l i n g  f a c i l i t y  r e l o c a t i o n  a n d  e x p a n s i o n  a t  
A n c h o r a g e  I n t e r n a t i o n a l  A i r p o r t  ( t h e  A i r p o r t ) .  O u r  p r o p o s a l  
c o n s i s t s  o f  t h i s  l e t t e r  a n d  i t s  a t t a c n m e n t .

B A C K G R O U N D

T h e  p r o p o s e d  f i n a n c i n g  w o u l d  b e  u n d e r t a k e n  b y  t h e  A l a s k a  
I n d u s t r i a l  D e v e l o p m e n t  a n d  E x p o r t  A u t h o r i t y  ( A I D E A )  o n  b e h a l f  - :  
t h e  a i r l i n e  c o n s o r t i u m  ( A n c h o r a g e  F u e l i n g  a n d  S e r v i c e  C o m p a n y  
[ A F S C ] )  t h a t  o p e r a t e s  t h e  f u e l i n g  f a c i l i t i e s  a t  t h e  A i r p o r t .

T h e  p r o j e c t  c o n s i s t s  o f  t h e  d e v e l o p m e n t  o f  f u e l  s t o r a g e  
f a c i l i t i e s  a t  a  n e w  s i t e  a n d  c e r t a i n  e t h e r  m o d i f i c a t i o n s  a n d  
i m p r o v e m e n t s  t o  f u e l i n g  f a c i l i t i e s  a t  t h e  A i r p o r t .  T h e  f i n a n c ­
i n g  m a y  a l s o  i n v o l v e  r e f i n a n c i n g  o r  d e f e a s i n g  s o m e  e x i s t i n g  A F S C  
d e b t .  T h e  e s t i m a t e d  a m o u n t  o f  t h e  f i n a n c i n g  i s  a b o u t  
$ 4 0  m i l l i o n ,  a n d  i s  e x p e c t e d  t o  b e  i n  t h e  f o r m  o f  g e n e r a l  
o b l i g a t i o n  b o n d s .

G o l d m a n  S a c h s  & C o .  a n d  P r u d e n t i a l  S e c u r i t i e s  I n c o r p o r a t e d  h a v e  
b e e n  s e l e c t e d  b y  t h e  A I D E A  t o  s e r v e  a s  u n d e r w r i t e r s  f o r  t h e  
t r a n s a c t i o n .  P u b l i c  F i n a n c i a l  M a n a g e m e n t  w i l l  s e r v e  a s  
f i n a n c i a l  a d v i s o r  f o r  t h e  t r a n s a c t i o n .

Member fvm otKVnvekl Peal Marw<« •*••• v-*
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M r . W i l l i a m  R. S n e l l
M a rc h  2 6 , 1993

R E P O R T  OF T H E  A I R P O R T  C O N S U L T A N T

As y o u  indicated, o u r  ro l e  w o u l d  be to p r e p a r e  the R e p o r t  of t 
A i r p o r t  Consultant, w h i c h  w o u l d  be o r g a n i z e d  in three s ections 
b a c k g r o u n d ,  a i r l i n e  t r a f f i c  a n a l y s i s  (market a n a l y s i s ) , and 
f i n a n c i a l  analysis.

B a c k g r o u n d

T h e  b a c k g r o u n d  s e c t i o n  w o u l d  p r e s e n t  p e r t i n e n t  i n f o r m a t i o n  
c o n c e r n i n g  ( 1 )  t h e  A I D E A ,  ( 2 )  t h e  A F S C ,  ( 3 )  t h e  A i r p o r t ,  ( 4 )  t  
A i r p o r t  S y s t e m  ( i n c l u d i n g  F a i r b a n k s  I n t e r n a t i o n a l  A i r p o r t ) ,
( 5 )  e x i s t i n g  a n d  p r o p o s e d  f u e l i n g  f a c i l i t i e s ,  ( 6 )  t h e  b a s i s  o f  

n e e d  f o r  p r o p o s e d  f u e l i n g  f a c i l i t i e s ,  i n c l u d i n g  t h e  b a l a n c e  o f  
p r o p o s e d  c a p a c i t y  a n d  d e m a n d ,  ( 7 )  t h e  c o n t r a c t u a l  b a s i s  f o r  
o p e r a t i o n  o f  t h e  f u e l i n g  s y s t e m ,  ( 8 )  e x i s t i n g  a n d  p r o p o s e d  
a g r e e m e n t s  w i t h  t h e  u s e r s  o f  t h e  s y s t e m ,  a n d  ( 9 )  a  b r i e f  
d i s c u s s i o n  o f  c o m p e t i t i v e  f a c t o r s .

A i r l i n e  T r a f f i c  A n a l y s i s

T h e  a i r l i n e  t r a f f i c  a n a l y s i s  w o u l d  p r e s e n t  t h e  f o l l o w i n g :
( 1 )  a n  a n a l y s i s  o f  t h e  d e m o g r a p h i c  a n d  e c o n o m i c  b a s i s  f o r  
a i r l i n e  t r a f f i c  i n  t h e  r e g i o n  s e r v e d  b y  t h e  A i r p o r t ,
( 2 )  h i s t o r i c a l  a n d  f o r e c a s t  a i r l i n e  t r a f f i c  ( i n t e r n a t i o n a l  a n d  
d o m e s t i c  p a s s e n g e r  a n d  c a r g o  t r a f f i c )  a n d  f u e l  d e m a n d ,  ( 3 )  a n  
a n a l y s i s  o f  i n t e r n a t i o n a l  r e f u e l i n g  s t o p o v e r s ,  a n d  ( 4 )  a  d i s c u  
s i o n  o f  t h e  k e y  f a c t o r s  a f f e c t i n g  f u t u r e  a i r l i n e  t r a f f i c  a n d  
d e m a n d  f o r  f u e l .  T h e  a i r l i n e  t r a f f i c  a n a l y s i s  w o u l d  i d e n t i f y  
a n d  p r e s e n t  a  d i s c u s s i o n  o f  t h e  o r i g i n  a n d  d e s t i n a t i o n  p a s s e n g  
a n d  c a r g o  a c t i v i t y  a t  t h e  A i r p o r t  ( t h a t  i s  g e n e r a t e d  b y  t h e  
A n c h o r a g e  r e g i o n ) , c a r g o  t r a n s i t  a c t i v i t y ,  a n d  r e f u e l i n g  
s t o p o v e r  a c t i v i t y .  W e  w o u l d  g i v e  p a r t i c u l a r  a t t e n t i o n  t o  a  
r e v i e w  o f  c h a n g i n g  a i r  s e r v i c e  p a t t e r n s  f o r  p a s s e n g e r  a n d  c a r g  
a i r l i n e s .  T h e  a n a l y s i s  w i l l  f o c u s  o n  t h e  m a r k e t  a s  a  w h o l e ,  n  
o n  t h e  n e e d s  o f  s p e c i f i c  a i r l i n e s .

A i r l i n e  T r a f f i c  " ' r e c a s t s . The base case f o recast of 
a i r l i n e  t r a f f i c  w o u l d  he b a s e d  on the a n alysis of the 
d e m o g r a p h i c  a n d  eccr. m e  b a s e s  fcr a i r l i n e  traffic at the 
A irport, a n d  d i s c u s s :  r.s w i t h  the a i r l i n e s  s e r v i n g  the A i r p o r t  
r e g a r d i n g  their p r o t r a f f i c  and their key a s s u m p t i o n s  
r e g a r d i n g  a i r l i n e  era
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Mr. W i l l i a m  R. Snell 
M a r c h  2 6 ,  1 9 9 3

I n  a d d i t i o n ,  t o  f a c i l i t a t e  t h e  s e n s i t i v i t y  a n a l y s i s ,  a l t e r n a t e  
h i g h  a n d  l o w  f o r e c a s t s  o f  a i r l i n e  t r a f f i c  w o u l d  h e  p r e s e n t e d .  
T h e  f o r e c a s t  p e r i o d  w o u l d  e x t e n d  f i v e  y e a r s  b e y o n d  t h e  e s r i m a c  
c o m p l e t i o n  d a t e  o f  t h e  p r o j e c t .

A s  p a r t  o f  o u r  c u r r e n t  m a s t e r  p l a n n i n g  a s s i g n m e n t  a t  t h e  
A i r p o r t ,  w e  a r e  p r e p a r i n g  g e n e r a l i z e d  f o r e c a s t s  c f  a i r l i n e  
a c t i v i t y  f o r  p l a n n i n g  p u r p o s e s  o n l y .  T h e  f o r e c a s t s  w o u l d  p r o ­
v i d e  t h e  b a s i s  f r o m  w h i c h  w e  w o u l d  d e v e l o p  f o r e c a s t s  s u i t a b l e  
f o r  f i n a n c i n g  p u r p o s e s .

T h e  m a s t e r  p l a n  f o r e c a s t s  a r e  p r e p a r e d  f o r  l o n g - t e r m  f a c i l i t i e  
p l a n n i n g ,  i n  t e r m s  o f  p l a n n i n g  a c t i v i t y  l e v e l s  t h a t  c o r r e s p o n d  
t o  A i r p o r t  f a c i l i t i e s  r e q u i r e m e n t s  i n  5 - ,  1 0 - ,  a n d  2 0 - y e a r  
i n c r e m e n t s .  F o r e c a s t s  f o r  f i n a n c i n g  p u r p o s e s  r e f l e c t  t h e  m o s t  
l i k e l y  l e v e l  o f  a c t i v i t y  f o r  t h e  i m m e d i a t e  p e r i o d  f o l l o w i n g  
c o m p l e t i o n  o f  t h e  p r o j e c t ,  a n d  a r e  t y p i c a l l y  d e v e l o p e d  f o r  a  
s h o r t e r  t i m e  h o r i z o n .

I n  a d d i t i o n ,  t h e  f o r e c a s t s  f o r  t h e  f i n a n c i n g  o f  t h e  p r o p o s e d  
f u e l  p r o j e c t  w o u l d  p l a c e  p a r t i c u l a r  e m p h a s i s  o n  a c t i v i t y  t h a t  
s p e c i f i c a l l y  a f f e c t s  f u e l  f l o w a g e  a t  t h e  A i r p o r t ,  i n c l u d i n g  
t r a n s i t  a n d  r e f u e l i n g  a i r c r a f t  a c t i v i t y ;  t h e  m a s t e r  p l a n  
f o r e c a s t s  a r e  m o r e  b r o a d - b a s e d  t o  c o n s i d e r  o v e r a l l  A i r p o r t  
f a c i l i t i e s  p l a n n i n g .  F u r t h e r ,  t h e  m a s t e r  p l a n  f o r e c a s t s  d o  n o  
i n c l u d e  t h e  s e n s i t i v i t y  a n a l y s e s  t h a t  w o u l d  b a  c o n s i d e r e d  i n  
f o r e c a s t i n g  a i r l i n e  t r a f f i c  f o r  t h e  p r o p o s e d  f i n a n c i n g .

S p e c i f i c  f o r e c a s t s  o f  f u e l  d e m a n d ,  a n d  a n  a n a l y s i s  c f  t h e  
c o m p e t i t i v e  f a c t o r s  a f f e c t i n g  f u e l  d e m a n d ,  w o u l d  b e  d e v e l o p e d  
f o r . t h e  p r o p o s e d  f i n a n c i n g .

C o m p e t i t i v e  F a c t o r s  A f f e c t i n g  F u e l  D e m a n d .  O n  t h e  b a s i s  
t h e  f o r e c a s t s  o f  a i r l i n e  t r a f f i c  ( a i r c r a f t  o p e r a t i o n s  i n  
p a r t i c u l a r ) , a s  w e l l  a s  h i s t o r i c a l  a n d  p r o j e c t e d  t r e n d s  i n  
a i r c r a f t  f u e l i n g  a c t i v i t y ,  f u e l  d e m a n d  a t  t h e  A i r p o r t  w o u l d  b e  
f o r e c a s t .  T o  f o r e c a s t  f u e l  d e m a n d ,  w e  w o u l d  r e v i e w  k e y  f a c t o r  
a f f e c t i n g  a i r l i n e s '  f u e l i n g  d e c i s i o n s ,  i n c l u d i n g  ( 1 )  u n i t  p r i o
( 2 )  a l t e r n a t i v e  s u p p l y  ( i n c l u d i n g  c a n k e r i n g  a n d  t r u c k i n g  o f  
f u e l ) ,  ( 3 )  d i v e r s i o n  o f  t r a f f i c ,  a n d  ( 4 )  c o n t r a c t u a l  o r  e t h e r  
o b l i g a t i o n s .  We  w o u l d  a l s o  r e v i e w  t h e  c a p a c i t y  o f  t h e  A i r p o r t  
a n d  a v a i l a b i l i t y  o f  A i r p o r t  f a c i l i t i e s  ( f u e l i n g ,  a i r f i e l d ,  e t c  
t o  a c c o m m o d a t e  p a s s e n g e r  a r . d  c a r g o  o p e r a t i o n s  i m p l i e d  b y  f u e l i  
d e m a n d s .  T h e  f o r e c a s t  . f  f u e l  d e m a n d  w o u l d  b e  b a s e d  o n  t h e  c a  
c a s e  f o r e c a s t  o f  a i r l i n e  t r a f f i c .  I n  a d d i t i o n ,  t o  f a c i l i t a t e  
t h e  s e n s i t i v i t y  a n a l y s t s ,  a n  a l t e r n a t i v e  l o w  f u e l  d e m a n d  
f o r e c a s t  w o u l d  b e  p r e p a r e d  t o  a c c o m m o d a t e  e i t h e r  ( 1 )  t h e
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a l t e r n a t i v e  l o w  f o r e c a s t  o f  a i r l i n e  t r a f f i c ,  ( 2 )  a d v e r s e  e f f e c t s  
o f  p r i c e  a n d / o r  o t h e r  c o m p e t i t i v e  f a c t o r s  o n  f u e l  d e m a n d ,  o r
( 3 )  s o m e  c o m b i n a t i o n  o f  t h e  t w o .

F i n a n c i a l  A n a l y s i s

T h e  f i n a n c i a l  a n a l y s i s  w o u l d  p r e s e n t  t h e  f o l l o w i n g :  ( 1 )  t h e
f r a m e w o r k  o f  t h e  r e l a t i o n s h i p  b e t w e e n  t h e  A I D E A  a n d  t h e  A F S C ,
( 2 )  a n  a n a l y s i s  o f  t h e  f i n a n c i a l  o p e r a t i o n s  o f  t h e  A F S C ,
( 3 )  p r o j e c t  c o s t  e s t i m a t e s  ( S o u r c e :  A F S C ) ,  ( 4 )  p r o j e c t
f i n a n c i n g - - s o u r c e s  a n d  u s e s  o f  f u n d s  ( S o u r c e :  u n d e r w r i t e r s ) ,
( 5 )  a n n u a l  d e b t  s e r v i c e  a n d  o t h e r  r e q u i r e m e n t s ,  i n c l u d i n g  s t a t u s  

o f  o u t s t a n d i n g  d e b t  ( S o u r c e :  u n d e r w r i t e r s ) ,  ( 6 )  f u e l  s y s t e m
o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s  ( f r o m  c u r r e n t  c o s t  e x p e r i e n c e  
b y  A F S C  i n  A n c h o r a g e  a n d  i n f o r m a t i o n  p r o v i d e d  b y  A F S C ) ,
( 7 )  c a l c u l a t i o n  o f  t h e  f u e l i n g  s y s t e m  r e v e n u e  r e q u i r e m e n t ,  a n d
( 8 )  c a l c u l a t i o n  o f  a v e r a g e  f u e l i n g  c o s t  p e r  g a l l o n  a n d  p e r  

a i r c r a f t  d e p a r t u r e .

T o  p r e p a r e  t h e  f i n a n c i a l  a n a l y s i s ,  w e  w o u l d  r e v i e w  t h e  e s t i m a t e d  
c o s t s ,  s c h e d u l e ,  a n d  c a s h  d r a w d o w n s  f o r  t h e  p l a n n e d  i m p r o v e m e n t s  
t o  b e  i n c l u d e d  i n  t h e  b o n d  f i n a n c i n g ,  a s  p r o v i d e d  b y  t h e  p r o j e c t  
e n g i n e e r s .  We  w o u l d  a l s o  r e v i e w  a n d  i n c o r p o r a t e  r e l e v a n t  
i n f o r m a t i o n  o n  t h e  p l a n  o f  f i n a n c e  p r o v i d e d  b y  t h e  s e n i o r  
u n d e r w r i t e r  a n d  o t h e r  m e m b e r s  o f  t h e  f i n a n c e  t e a m .  We  w o u l d  
a l s o  r e v i e w  t h e  b o n d  a u t h o r i z i n g  l e g i s l a t i o n  ( b o n d  i n d e n t u r e /  
s t a t u t e s )  . C o m m e n t s  o n  t h e s e  d o c u m e n t s  - w o u l d  b e  p r e s e n t e d  t o  
t h e  A I D E A  a n d  i t s  b o n d  c o u n s e l ,  f i n a n c i a l  a d v i s o r s ,  
u n d e r w r i t e r s ,  a n d  t h e  A F S C  a t  a  r e v i e w  m e e t i n g .

B a s e  C a s e . T h e  b a s e  c a s e  f i n a n c i a l  a n a l y s i s  w o u l d  b e  b a s e d  
o n  t h e  b a s e  c a s e  f o r e c a s t  o f  a i r l i n e  t r a f f i c  a n d  f u e l  d e m a n d  a t  
t h e  A i r p o r t ,  f r o m  t h e  r e s u i t s  o f  t h e  a i r l i n e  t r a f f i c  a n a l y s i s .

S e n s i t i v i t y  A n a l y s i s . I n  a d d i t i o n  t o  t h e  b a s e  c a s e  
f i n a n c i a l  a n a l y s i s ,  o u r  r e p o r t  w o u l d  p r e s e n t  t h e  r e s u l t s  o f  a  
s e n s i t i v i t y  a n a l y s i s  o f  t h e  e f f e c t s  o n  t h e  f o r e c a s t  f i n a n c i a l  
r e s u l t s  o f  l o w e r  a i r l i n e  t r a f f i c  a n d  r e d u c e d  f u e l  d e m a n d  b a s e d  
o n  t h e  r e s u l t s  o f  t h e  a i r l i n e  t r a f f i c  a n a l y s i s .

T h e  a b i l i t y  o f  t h e  A F S C  m e m b e r  a i r l i n e s  c o l l e c t i v e l y  t o  p a y  the 
f e e s  a n d  c h a r g e s  n e c e s s a r y  t o  s u p p o r t  t h e  f i n a n c i n g  i s  a  
d e r i v a t i v e  o f  ( 1 )  the s t r e n g t h  o f  t h e  o r i g i n  a n d  d e s t i n a t i o n  
m a r k e t s  a t  t h e  A i r p o r t ,  ( 2 )  t h e  d e m a n d  f o r  s t o p o v e r  a n d  t r a n s i t  
a c t i v i t y ,  ( 3 )  c o m p e t i t i v e  f a c t o r s  a f f e c t i n g  f u e l  d e m a n d ,  a n d
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(4) che f o r e c a s t  lev jf fees a n d  c h a rges r e q u i r e d  to a m o r t i z e  
the project, a l l  of wi.rch w o u l d  be a n a l y z e d  and p r e s e n t e d  in the 
report, u n d e r  b o t h  b a s e  c a s e  and s e n s i t i v i t y  c a s e  assumptions. 
Th i s  i n f o r m a t i o n  w o u l d  be p r o v i d e d  to Pub l i c  F i n a n c i a l  M a n a g e­
ment for a i r l i n e  c r e d i t  analysis. Public F i n a n c i a l  M a n a g e m e n t ' s  
a i r l i n e  cr e d i t  a n a l y s i s  w o u l d  not be i n c l u d e d  in o u r  report.

O u r  r e p o r t  w o u l d  b e  p r e p a r e d  in a format s u i t a b l e  for inclusion 
in an O f f i c i a l  S t a t e m e n t  for the sale of bonds, as well as to 
a c c o m m o d a t e  A I D E A  c o n f o r m i t y  w i t h  r e q u i r e m e n t s  of the finance 
p l a n  u n d e r  AS 4 4 . 8 8 . 1 7 3  a n d  3 A A C  99.510, a n d  w o u l d  be m a d e  
a v a i l a b l e  to r a t i n g  services, b o n d  i n s u r a n c e  c o m p anies, and 
i n s t i t u t i o n a l  a n d  r e t a i l  i n v e s t o r s  in c o n n e c t i o n  w i t h  the 
m a r k e t i n g  of the bonds. If our report is i n c l u d e d  or r e f e r r e d  
to in the O f f i c i a l  Sta t e m e n t ,  it must be i n c l u d e d  in its 
e n t i r e t y .

C O N T R A C T U A L  B A S I S

We w o u l d  p r e p a r e  the R e p o r t  of the A i r p o r t  C o n s u l t a n t  d e s c r i b e d  
a b o v e  u n d e r  the t e r m s  a n d  c o n d i t i o n s  of o u r  P r o f e s s i o n a l  
S e r v i c e s  A g r e e m e n t  (the A g r eement) d a t e d  O c t o b e r  29, 1992, 
b e t w e e n  the S t a t e  cf A l a s k a  D e p a r t m e n t  of T r a n s p o r t a t i o n  and 
Public F a c i l i t i e s  a n d  K P M G  Peat Marwick, w h i c h  e x p i r e s  
O c t o b e r  31, 1994. In a d d i t i o n  to the terms a n d  c o n d i t i o n s  in 
the Agreement, o u r  s e r v i c e s  w o u l d  be p e r f o r m e d  in a c c o r d a n c e  
w i t h  the G e n e r a l  C o n d i t i o n s  R e g a r d i n g  F i n a n c i a l  S t u d i e s  fc: 
Public O f f erings, i n c l u d e d  as A t t a c h m e n t  A  to this letter.

B efore we i s s u e  o u r  final report, we w o u l d  r e q u i r e  a letter from 
the C h a i r m a n  of the A F S C  i n d i c a t i n g  that he has r e v i e w e d  our 
report, p r o v i d e d  us w i t h  all r e levant inf o r m a t i o n ,  a n d  concurs 
w i t h  the a s s u m p t i o n s  and f i n a ncial f o r e c a s t s  c o n t a i n e d  in the 
report. We w o u l d  a l s o  r e q u i r e  a letter from the E x e c u t i v e  
D i r e c t o r  of the A I D E A  s t a t i n g  that the A I D E A  has m a d e  a v a i l a b l e  
to us all r e l e v a n t  i n f o r m a t i o n  c o n c e r n i n g  the f i n a n c i n g  a r r a n g e­
ment c e s c r i b e d  in the report, a n d  c o n c u r s  w i t h  the 
c h a r a c t e r i z a t i o n  cf that f i n a n c i n g  a r r a n g e m e n t .

If this p r o p o s a l  is accept a b l e ,  we r e q uest that the S tate of 
A l a s k a  D e p a r t m e n t  of T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  a m end 
our A g r e e m e n t  to (1) a u t h o r i z e  the w o r k  d i s c u s s e d  h e r e i n  and
(2) ext e n d  the t e r m  :: the e x p e c t e d  c o m p l e t i o n  d a t e  of this 
f i n a n c i n g .
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P R O F E S S I O N A L  S S R V I C E S  FFE A N D  F I N A N C I N G  S C H E D U L E

We p r o p o s e  to u n d e r t a k e  this e n g a g e m e n t  for a f i x e d  fee of 
$ 7 0 , 0 0 0  plus o u t - o f - p o c k e t  e x p e n s e s  (not to e x c e e d  $ 1 5 , 0 0 0 )  for 
airfare; lodging, meals, a n d  g r o u n d  t r a n s p o r t a t i o n  w h i l e  in the 
field; telephone, postage, c o m p u t e r  services, a n d  e x p r e s s  mail 
services; and p r i n t i n g  and o t h e r  report p r o d u c t i o n  costs. The 
d i s t r i b u t i o n  of fees and e s t i m a t e d  s c h e d u l e  for e a c h  ta s k  is as 
f o l l o w s :

S chedule  from
Task F ixed  Fee N o t-to -ex ceed s t a r t  d a te

A ir l in e  T r a f f ic  A n aly sis $15,000 $ 5 weeks
F in a n c ia l  A n aly sis 25,000 - - 3 weeks
R eport o f th e  A irp o rt 

C o n su lta n t
20,000 - - 3 weeks ( a )

M eetings and C o o rd in a tio n 10,000 — Ongoing
Expenses - - 15,000 n . a .
T o ta l $70,000 $15,000 n . a .

(a) Complete d r a f t  r e p o r t .

As shown, we w o u l d  e x p e c t  to p r o d u c e  a c o m p l e t e  d r a f t  r e p o r t  
e i g h t  w e e k s  from the p r o j e c t  s t a r t  date. R e v i e w  a n d  r e v i s i o n  c  
the r e p o r t  w o u l d  follow, b a s e d  on the s c h e d u l e  of the f i n a n c e  
team. We  w o u l d  p r e p a r e  a d r a f t  final report for p r e s e n t a t i o n  t 
the r a t i n g  agencies. W e  w o u l d  t h e r e a f t e r  f i n a l i z e  the r e p o r t  
for i n c l u s i o n  in the O f f i c i a l  Statement. T h e  b u d g e t  a s s u m e s  
there w o u l d  be no n e e d  for m a t e r i a l  c h a nges in the final 
v e r s i o n .

T h i s  p r o p o s e d  fee is p r e d i c a t e d  on the a s s u m p t i o n  that the 
p r o j e c t  wi l l  move f o r w a r d  e x p e d i t i o u s l y  and that the f i n a n c i n g  
w i l l  be c o n c l u d e d  w i t h i n  four m o n t h s  of the p r o j e c t  s t a r t  date. 
If the f i n a n c i n g  is d e l a y e d  for a n y  r e a s o n  a f t e r  w e  h a v e  
p e r f o r m e d  a s u b s t a n t i a l  p o r t i o n  of our w o r k  or if s i g n i f i c a n t  
time p a s s e s  and s u b s e q u e n t  e v e n t s  n e c e s s i t a t e  the u p d a t e  of the 
report, we r e s e r v e  the r ight to request an i n c r e a s e  in the fee 
to c o v e r  a n y •i n c r e a s e d  cost that m a y  result from s u c h  delay.

T h e  fee es t i m a t e  is c a s e d  on an a s s u m p t i o n  of four w o r k i n g  orou 
m e e t i n g s  and p r e p a r a t i o n  of two drafts of our report; a d d i t ^ o n a  
meetings, including ar.y m e e t i n g s  r e q u i r e d  in c o n n e c t i o n  w i t h  
r a t i n g  a g e n c y / c r e d i t  a n a l y s i s  presentations, if r e q u i r e d ,  w o u l d  
b e  b i l l e d  in a d d i t i o n  n a t i m e - a n d - m a t e r i a l s  basis.
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Ou r  e x p e r i e n c e  w i t h  a i r p o r t  f u e l i n g  s y s t e m s  has b e e n  d e v e l o p e d  
through the p e r f o r m a n c e  of g e n e r a l  s t u d i e s  involving a i r p o r t  
m a s t e r  p l a n n i n g  and f i n a ncial p l a n n i n g  and s p e c i f i c  studies 
i n v o l v i n g  f u e ling s y s t e m  r e q u i r e m e n t s ,  fueling s y s t e m  b u s i n e s s  
planning, a n d  fueling s y s t e m  f i n a n c i a l  f e a s i b i l i t y  studies. 
T h r o u g h  this experience, w e  h a v e  d e v e l o p e d  an  u n d e r s t a n d i n g  cf 
c u r r e n t  a i r l i n e  i n d u s t r y  p r a c t i c e s  r e l a t e d  to c u r rent trends in 
fueling s y s t e m  b u s i n e s s  a r r a n g e m e n t s  at some of the c o u n t r y ' s  
b u s i e s t  airports.

As you m a y  know, we p r o v i d e d  s i m i l a r  s e r v i c e s  in c o n n e c t i o n  wit 
the i s s u a n c e  of i n d u s t r i a l  d e v e l c p m e n t  bonds for the e x p a n s i o n  
of the a i r l i n e  fueling s y s t e m  at Lamber t - S t .  Louis I n t e r n a t i o n a  
Airport. Also, we h a v e  r e c e n t l y  c o m p l e t e d  a series of fueling 
s y s t e m  s t u d i e s  for M a s s p o r t  (Boston L o g a n  I n t e r n a t i o n a l  
A i r p o r t ) , i n c l u d i n g  a s u r v e y  of fuel s y s t e m  facilities a n d  
m a n a g e m e n t  at m a j o r  U.S. a i r p o r t s .  In addition, we  h a v e  b e e n  
i n v o l v e d  in a v a r i e t y  cf p l a n n i n g  and b u s i n e s s  c o n s u l t i n g  
e f f o r t s  r e g a r d i n g  the d e v e l o p m e n t  and o p e r a t i o n  of a i r l i n e  
fueling f a c i l i t i e s  at a n u m b e r  o f  o t h e r  large h u b  airports.

For the S t a t e  of A l a s k a  D e p a r t m e n t  of T r a n s p o r t a t i o n  and Public 
F a c i l i t i e s ,  we p r e p a r e d  f o r e c a s t s  of a i r l i n e  traffic and fuel 
s y s t e m  t h r o u g h p u t  in a s s o c i a t i o n  w i t h  a i r l i n e  n e g o t i a t i o n s  in 
1984 a n d  the 1986 Se r i e s  G S t a t e  of A l a s k a  I n t e r n a t i o n a l  A i r p c r  
R e v e n u e  Bonds. In 1987, w e  u p d a t e d  the forecast of a i r l i n e  
a c t i v i t y  at the Airport. T h e r e f o r e ,  w e  are f amiliar w i t h  the 
Airport, its e x i s t i n g  facilities, a i r l i n e  o p e r a t i o n s  in 
Anc h o r a g e ,  the A i r p o r t  t r a ffic mix, and trends in the industry.

Finally, w e  ha v e  e x t e n s i v e  e x p e r i e n c e  in a i r p o r t  financing and 
in p r e p a r i n g  f e a s i b i l i t y  s t u d i e s  that e x p l a i n  and do c u m e n t  the 
f i n a n c i a l  a s p e c t s  of c o m p l i c a t e d  f i n a n c i n g / l e a s i n g  s t r u c t u r e s  
r e l a t e d  to a i r p o r t  facilities. W e  b e l i e v e  that we  can p r o v i d e  
the A I D E A  w i t h  a re p o r t  that w i l l  b e  e f f e c t i v e  in e x p l a i n i n g  th 
c o m p l i c a t e d  n a t u r e  of this financing, t h e r e b y  enhan c i n g  the 
m a r k e t a b i l i t y  of the bonds.
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We  v e r y  m u c h  a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  p r e s e n t  t h i s  p r o p o s a l  
a n d  l o o k  f o r w a r d  t o  t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  i n  t h i s  
f i n a n c i n g .  I f  y o u  h a v e  a n y  q u e s t i o n s  o r  i f  w e  c a n  b e  o f  f u r t h e r  
a s s i s t a n c e ,  p l e a s e  c a l l  m e  a t  ( 4 1 5 )  5 7 1 - 7 7 2 2 .

R e s p e c t f u l l y  s u b m i t t e d ,

M i c h a o A  G .  M o r o n e y  
P r i n c i p a l

M G M / e t
E n c l o s u r e
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A t ta c h m e n t A

With re g a r d  to s e r v i c e s  to be p r o v i d e d  by K P M G  Peat M a r w i c k  in 
con n e c t i o n  w i t h  the p r o p o s e d  f u e ling s y s t e m  f i n a n c i n g  p r o g r a m  by 
the Alaska I n d u s t r i a l  D e velopment a n d  Exp o r t  A u t h o r i t y  (AIDEA), 
the f o l l o w i n g  g e n e r a l  conditions s h all apply:

A. Use of R e p o r t s

A n y  draft o r  p r e l i m i n a r y  financial r e p o r t s  p r e p a r e d  by us are 
to be u s e d  s o l e l y  for the i nternal p u r p o s e s  of  AIDEA. and for 
d i s c u s s i o n  a n d  c o o r d i n a t i o n  w i t h  m e m b e r s  of A I D E A ' s  financial 
w o r k i n g  group, i n c l u d i n g  AFSC. A n y  s u c h  d r a f t  or p r e l i m i n a r y  
reports are not to be made a v a i l a b l e  t o  any o t h e r  p a r t y  or to 
be u s e d  for s e c u r i n g  finan c i n g  or for a n y  o t h e r  purpose.

It is u n d e r s t o o d  that our final R e p o r t  of t h e  A i r p o r t  
Con s u l t a n t  m a y  be i n c l u d e d  in a p r o s p e c t u s  o r  o f f e r i n g  c i r c u l a r  
to be i s s u e d  in c o n n e c t i o n  wi t h  the p r o p o s e d  financing. We 
will c o n s e n t  to su c h  use of our final report p r o v i d e d  that:

1. The report wi t h  attachments, a s s u m p t i o n s ,  a n d  financial 
e x h i b i t s  is i n c l u d e d  in its e n t i r e t y  in any su c h  p r o s p e c t u s  
or o f f e r i n g  circular.

2. We a p p r o v e  in a d v a n c e  any r e p r o d u c t i o n  of our report or 
part t h e r e o f  or any r e f e r e n c e  to the re p o r t  or Peat 
M a r w i c k ' s  e n g a g e m e n t  i n c l u d e d  in the p r o s p e c t u s  or o f f e r i n g  
c i r c u l a r  or t r a n s m i t t e d  to o t h e r  p a r t i e s  .

It is f u r t h e r  u n d e r s t o o d  that any i n f o r m a t i o n  q u o t e d  or 
a b s t r a c t e d  f r o m  cur report and r e p r o d u c e d  in the p r o s p e c t u s  or 
o f f e r i n g  c i i c u l a r  will make a p p r o p r i a t e  r e f e r e n c e  to (1) the 
sources for a n d  a s s u m p t i o n s  u n d e r l y i n g  s u c h  information, as 
d e s c r i b e d  in our report, and (2) the n e e d  for the report to be 
read in its e n t i r e t y  for an u n d e r s t a n d i n g  cf the i n f o r m a t i o n  
and the u n d e r l y i n g  a s s u m p t i o n s .

= • Infor m a t i o n  S o u rces

The data, inf o r m a t i o n ,  and a s s u m p t i o n s  user, to levelcp the 
financial f o r e ~ a s " s  will be d e r i v e d  from p u b l i s h e d  i n f o r m a t i -r 
and o t h e r  a p p r o p r i a t e  sources. We will not assume r e s p o n s i­
bility for the a .-curacy of such data, i n f o r mation, and 
a s s u m p t i o n s .
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I . A c h i e v a b i l i t y  of Foreca;-.?

A n y  f i n a n c i a l  f o r e c a s t  is s u b j e c t  to u n c e r t a i n t i e s .  I n e v i t a­
bly, some a s s u m p t i o n s  u s e d  to d e v e l o p  the f o r e c a s t s  will not be 
realised, and u n a n t i c i p a t e d  events a n d  c i r c u m s t a n c e s  may occur. 
Therefcre, we c a n n o t  p r o v i d e  any form of a s s u r a n c e  that the 
f o r e c a s t s  w i l l  be a c h i e v e d .  The actual f i n a n c i a l  results 
a c h i e v e d  wi l l  v a r y  f r o m  t h o s e  forecast, a n d  the v a r i a t i o n s  may 
be material. O u r  r e p o r t  will c o n tain s t a t e m e n t s  drav/ing a t t e n­
tion to t h e s e  u n c e r t a i n t i e s .

D. A I D E A  and A F S C  R e p r e s e n t a t i o n s

Be f o r e  we i s s u e  o u r  f i nal report, we wi l l  r e q u i r e  a letter 
f r o m  the C h a i r m a n  of t h e  A F S C  s t a t i n g  that (1) t h e y  have 
m a d e  a v a i l a b l e  to us all rel e v a n t  i n f o r m a t i o n  of w h i c h  they 
are aware, (2) t h e y  c o n s i d e r  the a s s u m p t i o n s  u n a e - l v i n g  the 
f i n a n c i a l  f o r e c a s t s  to be r e a s o n a b l e  a n d  a p p r o p r i a t e  and 
re f lect e x p e c t e d  c o n d i t i o n s  and e x p e c t e d  c o u r s e  of action, 
a n d  (3) t h e y  a g r e e  w i t h  a n d  adopt the f o r e c a s t s  as 
r e p r e s e n t i n g ,  to t h e  b e s t  of t h e i r  k n o w l e d g e  and belief, the 
e x p e c t e d  f i n a n c i a l  p o s i t i o n  and r e s ults of o p e r a t i o n s  of the 
AFSC. We w i l l  a l s o  r e q u i r e  a l e t t e r  f r o m  the E x e c u t i v e  
D i r e c t o r  of t h e  A I D E A  s t a t i n g  that the A I D E A  has m a d e  
a v a i l a b l e  to us all r e l e v a n t  i n f o r m a t i o n  c o n c e r n i n g  the 
f i n a n c i n g  a r r a n g e m e n t  d e s c r i b e d  in the report, a n d  c o n c u r s  
w i t h  the c h a r a c t e r i s a t i o n  of that f i n a n c i n g  arrangement.

E . P r o j e c t  C o s t s  a n d  S c h e d u l e

B e f o r e  we i s s u e  o u r  f inal report, we m a y  r e q u i r e  a w r i t t e n  
o p i n i o n  from t h e  l e g a l  c o u n s e l  for the AIDEA, p r o f e s s i o n a l  
engineers, a n d / o r  the C h a i r m a n  of the AFSC, as appropriate, 
s e a t i n g  that the p r o j e c t s  a n d  i m p r o v e m e n t s  to be f i n a n c e d  will 
c o m p l y  w i t h  a p p l i c a b l e  r e g u l a t i o n s  a n d  t h a t  the e s t i m a t e d  c^sts 
a n d  s c h e d u l e  for o n e  p l a n n e d  p r o j e c t s  a n d  i m p r o v e m e n t s  are 
r e a s o n a b l e  a n d  a c h i e v a b l e .

F . No O b l i g a t i o n  to U p d a t e  Report

O u r  final re p o r t  w i l l  be d a t e d  as of the d a t e  we c o m p l e t e  our 
work. It is u n d e r s t o o d  chat we will ha v e  no r e s p o n s i b i l i t y  or 
o b l i g a t i o n  to u p d a c e  the final report; or to revise the a s s o c i­
ated f i n a n c i a l  f : r e c a s t s  b e c a u s e  of events, c i r c u m s t a n c e s , or 
t r a n s a c t i o n s  o c c u r r i n g  a f t e r  the date of the report. We will 
net issue any f o r m  f " c o m f o r t  letter" or o t h e r  a s s u r a n c e  
r e g a r d i n g  the eft etc ~f any su c h  s u b s e q u e n t  events, -irevm- 
st a n t e s , or trar.s j "  ::ns on the c o n c l u s i o n s  of our report.

ANci:j



No C o n t in g e n t Fees

It is u n d e r s t o o d  that n e i t h e r  our fees nor the p a y n e  
w i l l  be con t i n g e n t  upon the r e s u l t s  o f  our w o r k  o r  
o b t a i n i n g  the p r o p o s e d  financing.

G e n e r a l  C o n ditions

We  w o u l d  express no o p i n i o n  as to the a b i lity of i n d  
a i r l i n e s  or A F S C  m e m b e r s  c o l l e c t i v e l y  to pay s c h e a u l  
r a t e s .
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809 Pioneer Road P.O. Box 71267 Fairbanks, Alaska 99707-1267 907/459-1000

Fairbanks North Star Borough

A p r i l  5, 1993

T h e  H o n o r a b l e  B e r t  S h a r p  .
A l a s k a  S t a t e  S e n a t e  
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

D e a r  Bert,

I w o u l d  l i k e  t o  e x p r e s s  to y o u  m y  s u p p o r t  for a n  a m e n d m e n t  to 
S e n a t e  B i l l  No. 171, w h i c h  w o u l d  allov. t h e  i s s u a n c e  of $50 
m i l l i o n  in r e v e n u e  b o n d s  for a p o r t  f a c i l i t y  az P o r t  M c K e n z i e .

T h e  M a t a n u s k a - S u s i t n a  B o r o u g h  is w o r k i n g  h a r d  t o  d e v e l o p  an 
i r o n  o r e  p r o c e s s i n g  f a c i l i t y  at P o r t  M c K e n z i e  a n d  t h e s e  
r e v e n u e  b o n d s  f i n a n c e d  b y  A I D E A  w o u l d  m a k e  t h i s  p r o j e c t  
p o s s i b l e .

T h i s  r e g i o n a l  p r o j e c t  w o u l d  a l s o  a s s i s t  N o r t h  R a i l b e l t  
c o m m u n i t i e s  in d e v e l o p m e n t  o f  t h e  v a s t  c o a l  a n d  t i m b e r  
r e s o u r c e s  of t h e  I n t e r i o r .

T h a n k  y o u  f o r  y o u r  a s s i s t a n c e .

S i n c e r e l y ,

J S : r l f
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M a t a n u s k a - S u s i t n a  B o r o u g h
350 EAST DAHLIA AVE, PALMER, ALASKA 99645-6488 • PHONE 745-9682

BOROUGH MAYOR

-  9 3

April 5 , 1 9 9 3

Honorable Steve Frank and Drue Pearce, Co-Chairs 
Senate Finance Committee 
State Capitol Building, Room 5 1 8  

Juneau, Alaska 9 9 8 0 1 - 1 1 8 2

Dear Senators Frank and Pearce:
Attached are the schedules of expenditures by the Matanuska- 
Susitna Borough for the development of the industrial property at Pt. 
MacKenzie since 1 9 8 7 . As this information shows, the Borough has 
invested over $2 million to make this site suitable for major private 
industries, such as MIDREX, to locate and operate in the state of 
Alaska.
The expected return on this investment will be in the form of more 
jobs for Alaskans, lease payments, property sales, an expanded tax 
base, and other positive economic benefits for the state and local 
economies.
S.B, 171 would authorize AIDEA and the Borough to work with the 
private investors to arrange financing for the ‘public-owned assets 
associated with this project. Such financing will be accomplished as 
a loan, and not as a grant.
The basis of both AIDEA's and the Borough's involvement in the 
MIDREX project is as investors seeking a return for our 
citizens/shareholders.
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PORT DEVELOPMENT OPERATING EXPENDITURES

BY FISCAL YEAR

iSillil
j i g p i

M M i m f i

Salaries 53,805 80,913 28434 -0- -0-
i
Benefits 15,539 26,083 10,547 *0- -0-

Expenses Within Borough 1,905 3,542 3,341 263 523
Expenses Outside Borough 6,471 17,197 8,406 8,443 6,877

Communications 663 2,348 1408 12,749 185

Advertising 645 2,495 3,781 6,902 -0-
1
Printing 470 824 497 10,589 20
t
RentaiyLeases 210 •o. * 134 -0-
i
Professional Charges -0- 111,044 27,223 12,391 3,309
1
Maintenance -0- 85 20 361 *0*
Contractual 3 4 9 4 19,758 78,688 116,946 68,721

Office Supplies 830 i,162 648 501 -0-
l
Miscellaneous Supplies 1,131 1,654 199 759 -0-

Equipment Under $300 546 346 230 •0- . *0*
biher Equipment 9,916 1450 -0- 1,120 •0-

Furnishings -0- • 356 -0- •0* -0-

ITOTAL 95,425 269,057i * 163417 171,158 79,635*

Note the amounts for fiscal year 1993 represent only amounts actually expended or encumbered 
hrough December 3, 1992.

TC/130392-1
V - 4 - T J  
SB i l l



M a t a n u s k a - S u s i t n a  B o r o u g h
350 EAST DAHLIA AVE. PALMER. ALASKA 99645-6488 • PHONE 745-9682

BOROUGH MAYOR

April 5 , 1 9 9 3

Honorable Steve Frank and Drue Pearce, Co-Chairs 
Senate Finance Committee 
State Capitol Building, Room 5 1 8  

Juneau, Alaska 9 9 8 0 1 - 1 1 8 2

Dear Senators Frank and Pearce:
Attached are the schedules of expenditures by the Matanuska- 
Susitna Borough for the development of the industrial property at Pt. 
MacKenzie since 1 9 8 7 . As this information shows, the Borough has 
invested over $2 million to make this site suitable for major private 
industries, such as MIDREX, to locate and operate in the state of 
Alaska.
The expected return on this investment will be in the form of more 
jobs for Alaskans, lease payments, property sales, an expanded tax 
base, and other positive economic benefits for the state and local economies.
S.B. 171 would authorize AIDEA and the Borough to work with the 
private investors to arrange financing for the ‘public-owned assets 
associated with this project. Such financing will be accomplished as 
a loan, and not as a grant.
The basis of both AIDEA's and the Borough's involvement in the 
MIDREX project is as investors seeking a return for our 
citizens/shareholders.



Senate Finance Committee, Page 2

It is my hope that you will find the attached information helpful 
making a decision on S.B. 1 7 1 , and that you will share this 
information with the other members of the Senate Finance 
Committee. If I can be of any further assistance, please contact 
at your convenience.

Matanuska-Susitna Borough 
DLM:whk
Attachments (4 pages)
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PORT DEVELOPMENT OPERATING EXPENDITURES

BY FISCAL YEAR

MStBji i m l|fti B̂ B!
Salaries 53,805 80,913 28,234 -0- 43-
t
Benefits 15,539 26,083 10,547 -0- -0-

Expenses Within Borough 1,905 3,542 3,341 263 523

Expenses Outside Borough 6,471 17,197 8,406 8,443 6,877

Communications 663 2,348 U 0 8 12,749 185

Advertising 645 2,495 3,781 6,902 -0-
I
Printing 470 824 492 10,589 20

Rental/Leases 210 •0* 200 134 -0-

Professional Charges -0- 111,044 27,223 12,391 3,309
1
Maintenance *0- 85 20 361 •0-
ContractualI 3,294 19,758 78,688 116,946 68,721

Office Supplies 830 i,162 648 501 -0-

Miscellaneous Supplies 1,131 1,654 199 759 -O-

Equipment Under $300 546 346 230 43- 4)-

bther Equipment 9,916 1,250 -0- 1,120 •0-

Furnishings -0- • 356 4> *0* -0-

jrOTAL 95,425 269,057i * 163,217 171,158 79,635*

* Now the amounts for fiscal year 1993 represent only amounts actually expended or encumbered 
hrough December 3, 1992.

TC/l10392-1

“f - t r i l  
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SPECIFIC PROJECTS ASSOCIATED WITH THE PORT 

EXPENDITURE BY FISCAL YEAR

l
Pnrt Mackenzie Port Road

m S s S S H ? i p m r
11£ k>

LAND)1 ; 
Consultants 
Design/Recon. 
Printing Costs 
Construction 
Materials Purchased 
Misc1, Expenses 
Advertising

26.65
226.40

21-500.00
91,877.00

96.30
360.90

9,600.00
14,825.00

133.00

43,829.03
92.25

387.31

665.41

5,000.00

26.00

31,76541 
106,702.00 

5,000.00 
43,829.03 

92J25 
669.16 
587JO

e n g in e e r in g  STAFF 
Administrative Time 
Inspecdbn Time 
Survey Time 
Design Time

3,805.34

1,511-27

5,283.64
391.16

4,994.27
50325

1,367.14

1,74257

I
5.73 10,461.87

391.16
4,994.27
3,736.79

t o t a l s 5,569-56 125,006-52 27,667.41 5.75
1

44,308.59 5,69141 208J4924*

* The funding for this project was from the following revenue sources: General Fund Balance (321,460), Land Management 
Fund (S90.000) and a State Administration Municipal Grant (396,789.24),

Point MfccKenzic Phase III Road**

W S M lw s m H R M itaMWM H S HUgpig
LAND

Land
Survey
Administration (PS&B)
Construction
Rental
Materials Purchased 
Legal Expense 
Advertising 
Film Processing 
Mail Delivery 

1

10,653.62 
5,100 JO 

387.00 
673,04321 

5,113.03
46.197.86 

1,000.65
12.757.87 

83630 
424.11

15.00

2J40.47

10,653.62 
5,100.00 

387JO 
675,983.68 

5,113.03
46.197.86 

1,000.65
12.757.87 

836.30 
424.11

15.00

ENGINEERING STAFF 
Administrative Time 
Inspection Time 
Survey 'lane 
Design Time

37,521.25
9,239.35

32,985.19
1,674.94

3732125
9,239-35

32^85.19
1*74.94

f u r n is h in g s /e q u ip .
Furnishings/Equip.
Advertising

40,006.10
104.05

40,006.10
104.05

t o t a l s 877,059.53 2,94047 880,000.00*

• Funding for this project was from the Land Management Fund. 
• •  phase n  related to agricultural parcels only.

1 ‘
TCflSOltt-l

•



Point MacKcnzie Transportation Corridor
1

M S M f l l
M H
mW xM M i

0 m m m

BUILDINGS
Advertising 223.20 223.20

LAND
Design/Recon.
Advertising

- 20,000.00
89.25

50,000.00
89.25

IMPROVEMENTS
Surrey 23,835.89 23,835.89

TOTALS 73,335.89 312,45 74,14834*

* Funding for this project was from the General Fund 3alanw ($50,000) and the Land Management Fund (524,148.24).

Point Mackenzie Hast Port Site

s u m W m m  m m w S m i s m u t
IMPROVEMENTS 38,600.00 38,600.00 |

t o t Ju s 38,600.00 38,600,00*

• Funding for this project was from the Land Management Fund.

Pqint MacKenzio AMSA Plan
I :

ssari !.••»<$.%*7-f-' •:* k,,' ' >••• r.; • . r̂ rfl
: j?e& jfeVfcviljiia

PLANNING STUDIES 32,400.00 12,833.53 38,7664?' • 84,000.00
OTHER CONTRACTUAL 24,070.00 ■ 7,930.00 32,000.00
TOTALS 32^00.00 12,833^3 38,76647 24,0704)0 7,930.00 116,000.00*

* Funding for this j. ojecr was from the General Fund.

10120390-1
I



InSummary:

Total; expenditures from operating funds 

Total' expenditures from projects 

GRAND TOTAL

$ 778,492.00 

1.316.997.58 

S2.095.489.58

TOiarara-i
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April 2, 1993

Mr. R i l e y  snell 
D i r e c t o r
A l a s k a  Ind u s t r i a l  D e velopment Authority 
480 W. T u d o r  Ro a d  
Anchorage, A l a s k a  99503

Subject: T e s o r o  Al a s k a  Support of S.B. 171

Dear Mr. Snell:

As p e r  o u r  recent discussion, T e s o r o  A l a s k a  s u p p o r t s  the 
suc c e s s f u l  p a s s a g e  of se n a t e  iiill 171 w h i c h  will f a c i l i t a t e  
f i n a n c i n g  of n e e d e d  aircraft fueling facilities a t  t h e  A n c h o r a g e  
I n t e r n a t i o n a l  Airport. T h ese improvements are n e e d e d  and will 
e n a b l e  A l a s k a’s su p port facilities to keep p a c e  w i t h  t h e  c u r r e n t  
and future n e eds of the air cargo and p a s s e n g e r  services. The 
res u l t  p r o v i d e s  be n e f i t s  t o  all Alaskans.

W e  w i l l  a t t empt to follow the progress of this l e g i s l a t i o n  and 
w i l l  b e  a v a i l a b l e  to  assist your efforts as appropriate. I will 
not be a b l e  to be in Juneau next we e k  for y o u r  p l a n n e d  h earing; 
h o w e v e r  on b e h a l f  of  Tesoro Alaska pl e a s e  feel free to c o m m u n i c a t e  
our support.

If w e  m a y  b e  of any future assistance in this, o r  a n y  o t her 
matter, p l e a s e  do not hesitate to c o n tact me.

sincerely,

S enior v i c e  P r e s i d e n t

cc: s e n a t o r  Drue Pearce
S e n a t o r  L o r e n  Leman 
S e n a t o r  J o h n n y  Ellis 
Se n a t o r  Dave Donley

Teaoro AJaaK* Petrotoum Company, P.O. Box 190272, Anohorago, Alaika 00619-0272 (907) 581-5521 FAX (907) 581*5047

SO:81 NOU 86-fr -ddV



ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

}
480 WEST TUDOR • ANCHORAGE, ALASKA 9960^-6600 • (907) 661-8050 * FAX (907) 561-8998

•MAR 31 '9 3 13: IB filDFl • . ’ ‘ P .5 /7 '

PROJECT FACT SHEET: Matanuska-Susitna Borough dock and
associated infrastructure to service the MIDREX 
direct reduction iron processing plant

DATE: March 31 ,1993

STATUS: Legislation is currently pending in the Alaska State Legislature to provide 
bonding authority lor this project.

PROJECT BUDGET: $30 million in bonding authority is sought for dock facility. 

SOUCE OF FUNDS: Bonds sold by AIDEA to be repaid by user/handling fees.
* I t

PURPOSE: To provide tax-exempt financing for a public- use dock and associated 
infrastructure to service and support a MIDREX Direct Reduction Coiporution 

' (MTDREX) direct reduction iron processing plant at Point Mackenzie in the Matanuska- 
Susitna Borough.

PARTICIPANTS: AIDEA will finance the acquisition, design, and construction o f a 
public use port facility; MIDREX Corporation (a subsidiary o f Kobe Steel, Ltd o f Japan) 
will provide technology and assist in finding investors and a plant operator for the $200 
million direct reduction iron processing plant. The land is currently owned by the 
Matanuska-Susitna Borough.

BACKGROUND: The Matanuska-Susitna Borough has been working with MIDREX to 
encourage the corporation to locate in Alaska to produce a product through the reduction 
o f  iron ore which is used in the manufacture of steel products. Processing requires a 
long-term source o f  natural gas, found abundantly in Alaska. Ore would be imported 
from South American or Australia, reduced, and the processed product would be exported 
to the Pacific Rim. MIDREX, which has process license agreements with owners o f  42  
plants world-wide, would be the project manager and insure that the plant is properly 
engineered and operated. Direct reduced iron ore - a more pure form o f iron - has seen 
increased demand as a supplement to scrap processing as processors have shifted away 
from large plant technology to new-technolog jlecm c arc furnaces used in smaller mills 
which specialize in steel products for niche markets.i *
ECONOMIC EFFECTS: The MIDREX plant will provide 100-120 jobs in the Mat-Su 
area - a region historically known for high unemployment rates.

SOCIAL EFFECTS: The facility will strengthen the Southcentral economy by providing 
additional value-added processing o f steel products.

, I
■ • SCOPE OF PROJECT: MIDREX began exploring the possibility to locate a plant in  

Alaska in early 1992. A  final decision on the feasibility of the project is expected in 
April, 1993. If found to be feasible, construction may begin during the summer 
construction seaso n of 1993. The plant will have the ability to manufacture 
approximately o n e . nil!ion tons o f reduced ore annually and will cover an area larger than 
a football field. . . .
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1930s Surface Combustion Company was 
founded qnd developed pyro-processing tech-

Evolution ol MIDREX Oirect Reduction Technology

,

1940s Surface Combustion developed an oxide 
pellctizing shaft furnace and a stoichiometric 
gas reformer.
 ;  --------------------
1950s Midland-Ross Corporation acquired
Surface Combustion Company and began 
studying direct reduction of iron ore.

! S f r  ■ 5---------1960s Midrex Division wascstablished within
Midland-Ross. The MIDREX1' Direct Reduc­
tion Process was scaled uptoacommcrcial-size 

f!- prototype plant in Portland, Oregon.

1970s Korf Industries, Inc. of Charlotte, NC, 
acquired the Midrex Division of Midland-Ross. 
Midrex Corporation was founded and head­
quartered in Charlotte, NC. More than 40 
MlDREX™ Direct Reduction Modules were 
either installed or under construction, contract, 
or agreement. Numerous MIDREX Process in- 

j novations were developed and commercialized
(e.g.. cold briquetting, ig-situ reforming, and 
heat recovery)., ■ — .... . ■ i ■ ---- ■ • —
1980s Kobe Steel, Ltd. of Tokyo. Japan, ac­
quired Midrex Corporation from Korf Indus­
tries, Inc. MlDREX11 Direct Reduction Plants 
annually accounted for more than 50 percent of 
worldwide direct .reduced ironpDRI) output. 
MlDREX Process efficiency \ws increased and 
alternate fuel options-were developed. Hot dis- 
charge/liot briquetting technology was devel­
oped, and the first hot briquetted iron (HBl) plant
was started up on Labuan Island. Malaysia.‘ 1 1 ■■ ■■ - —;---- :----

* 1990s MIDREX Modules were designed for
annual capacity of more than 1 million metric 

•, '  tons (tonnes). MIDREX™ Shalt Furnace was
adapted to steam reforming option. MlDREX 
Process enhancements were developed for si­
multaneous hot/cold discharge of DRI, operator 
select ion of discharge mode, and hot transport/ 
hot charging of DRI. Coal-based FASTMET"' 
Process was introduced to complement gas- 
based MlDREX Process. Joint development of 
the HIsmelt™ Process (smelt reduction) was 
undertaken with CRA of Australia.

m

• f i
s  ■

Shaft lurnace of VENPRECAR 
(a.k.a. SIDECAR) plant in 
Matanzas, Venezuela
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1930s Surface Combustion Company was 
founded and developed pyro-processing tcch^

1940s Surface Combustion developed an oxide 
pellefoing shaft furnace and' a stoichiometric 
gas reformer.
1950s Midland-Ross Corporation acquired 
Surface Combustion Company and began 
studying direct reduction of iron ore.

1960S? Midrex Division was established within 
Midland-Ross. The MlDREX1* Direct Reduc­
tion Processjwas scaled up to a commercial-size 
prototype plant in Portland, Oregon.\ . - - _
1970s Korf Industries, Inc. of Charlotte, NC,
acquired the Midrex Division of.Mitfland-Ross. 
Midrex Corporation was founded and head­
quartered iti Charlotte, NC. More than 40 
MlDREX™ Direct Reduction Modules were 
cither installed or under cpnstructiort, contract, 
or agreement. Numerous MIDREX Process in­
novations were developed and commercialized 
(e.g.. cold briquetting, in-siiu reforming, and 
heat recovery).
1980s Kobe Steel, Ltd. of Tokyo, Japan, ac­
quired Midrex Corporation from korf Indus­
tries, Inc. MIDREX® Direct Reduction Plants 
annually accounted for more than 50 percent of 
worldwide direct reduced iron (DRI) output. 
MIDREX gpcess efficiency was increased and 
alternate fuel options were developed. Hot dis­
charge/hot briquetting technology was devel­
oped. andfhe first hot briquetted iron (1$  1) plant 
was started up on Labuan Island, Malaysia.



; ; roviding (lie inlcrnalional iron and steel industry with state-of-the-art iron-
making technology is the sole locus of Midrex Corporation. Over the years, 
Midrex has become known for technical innovation andci tomer service —  and 

continues to build on this reputation to advance the limits of iron.naking technology.
Many improvements have been made in the two decades since the MIDREX Direct 

Reduction Process was first introduced on a commercial scale. However, the basic 
process technology has remained steadfast, providing the technical stability that has 
allowed Midrex to commit itself to:

Optimizing equipment and systems for improved performance.
A MIDREX D;rect Reduction Plant never becomes obsolete because the evolutionary 
nature of the MIDREX Process keeps it on the leading edge of technology. MIDREX 
Plants reach rated capacity quickly after start-up, thus contributing to rapid relurn-on- 
investmcnt.

Meeting specific customer requirements.
Every direct reduction project has ilsownuniqueconditions, With MIDREX technology, 
thecustomercan specify iron ore and energy options, unitcapaeities,reformertypcs,and 
product options in order to optimize capital and operating costs and maximize the 
prolitabilily of (he project.

Providing on-going support afier plant start-up.
A MIDREX Plant owner has access to a broad range of services to assure reliable, 
efficient operation. The Midrex technology transfer program entitles plant owners to 
improvements and innovations to the technology and ready access to experienced 
engineers and technicians to help keep their plants trouble-free.

Improving the existing direct reduction technology.
The technology development strategy of Midrex encompasses both laboratory and 
commercial-scalc work. Iron ore testing and small scale evaluations are performed at the 
Midrex Technical Center. Commercial-scalc development is done in cooperation with 
operators of MIDREX Plants, where new ideas can he put to the test in ways the 
controlled environment of a pilot plant cannot duplicate.

Developing ironmaking technology for future market needs.
Midrex is intensely involved in the development of coal-based ironmaking and smelt 
reduction technology. The FASTM ET Process, based on the rotary hearth furnace using 
pulverized coal and iron ore lines, is available for immediate commercial application. 
Over a longer term, Midrex is jointly developing the Hlsmelt Process, a smelt reduction 
technology, with CRA of Australia.



Slandard MIDREX Process flowsheet.

| ((eduction Zorn
I ShadFurnace
, ConTuvg tono

Qatar Steel Company (QASCO) 
plant in Umm Said, Qatar.

T he MIDREX Process converts iron oxide in pellet or lump form to high purity 
direct reduced iron (DRI). The major components of a MIDREX Plant include the 
shaft furnace, reformer, and heal recovery unit. When equipped to produce hot 

briquetted iron (HBI), MIDREX hot discharge/hot briquetting technology is included in 
the plant design. These components are supported by ancillary systems for handling iron 
ore, gas, water, and DRI/HBI.

Reduction
Direct reduction is carried out continuously in a vertical shaft furnace. Iron oxide is led 
to the top of the shaft furnace, where it Hows downward by gravity and is discharged from 
the bottom in the form of DRI.
The shaft furnace of a standard cold discharge plant has two independent zones. In 

the reduction zone, iron oxide is heated and reduced (i.e., the oxygen is removed) by hot 
counterflowing reducing gas containing hydrogen (H,) and carbon monoxide (CO). In 
the cooling zone, a counterflowing gas cools the DRI and increases its carbon content, 
When hot briquetting is included in the MIDREX Process, the cooling gas circuit is 

eliminated and the hot DRI is compacted by briquetting machines. The ITBI produced is 
continuously discharged from the briquetting machines, separated, and cooled.
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Reforming
Reducing gas is generated from a mixture of preheated natural gas and recycled gas 
from the shaft furnace (i.e., top gas). This mixture is chemically convened to 90-92 
percent H, and CO in a gas-tight, refractory-lined furnace (reformer) containing alloy 
tubes filled with catalyst.

Reforming takes place as the gas mixture Rows upward through the catalyst tubes. 
The hot reducing gas is used directly in the shaft furnace, which conserves energy.

HeatRecoveiy
The thermal efficiency of the reformer is greatly enhanced by the heat recovery 
system. This unit consists of tube bundles located in the Hue gas ducts coming from 
the reformer. Sensible heat is recovered from the reformer Hue gas to preheat both the 
combustion airuscd in the reformer burners and the mixture of top gas and natural gas 
fed to the reformer tubes.

Reformer of VENPRECAR 
(a.k.a. SIDECAR) 
plan! in Malanzas, Venezuela, 
(top pholo)

Hea! tecovery system at SIDERCA 
plant in Campana, Argentina, 
(bottom photo)

MIDREX Process Advantages 

Commercially hroven Technology
The MIDREX Process is backed by over 250 
planl-years ol successful operation in 15 coun­
tries. MIDREX Plants annually produce more 
DRI/HBI Ilian all other direct reduction plants 
combined.

Low Energy Consumption
MIDREX Planls have achieved natural gas rales 
of less lhan 2.4 net Gigacalories per lonne 
(Gcal/I) ol DRI on a sustained basis in com­
mercial operation.

Simple and Safe Operation
The MIDREX Shall Furnace operates a! low 
pressure, which improves planl salcly and elimi­
nates Ihe need lor complicated material cf.erging 
and discharging systems. The MIDREX'' Re­
former eliminates Ihe need lor a carbon dioxide

removal system, reformed gas quenching and re­
heating systems, sleam generation system, auxiliary 
boiler, and in some cases, natural gas desulluriza- 
lion system.

Broad Raw Material Flexibility
More than 100 million tonnes ol oxide pellets and 
lump ores from over 40 sources have been used :i 
MIDREX Planls.

High Unit Productivity
DRI production rales as high as 12 tonnes per uay 
per cubic meler ol active furnace volume (l/d/m’) 
have been achieved in commercial operation.

High Plant Availability
Midrex rales planl capacity based on 7,500 hours 
per year (li/y) ol operation; however, commercial 
operation in excess ol 8,000 h/y has been achieved 
by several MIDREX Planls.

Short Operator Learning Curve
The straighllorward, uncomplicated nature ol the 
MIDREX Process coupled with effective Midrex 
training programs facilitates rapid attainment ol 
lull production and commercial success.

Uniform, Consistent Product Quality
Typical metallization (percentage ol lotal iron 
present as metallic iron) ol DRI/HBI produced 
willi MIDREX technology is 92-95 percent. 
Product carbon conlent can headjusted i ndepen- 
denlly ol metallization within a range of 1.0-2.5 
percent (1.0-1,5 percent lor IIBI). Simplecliarg- 
ing and discharging syslems minimize lines 
generation.

Low Environmental Impact
The MIDREX Process is compatible with most 
industrial environments and meets strict envi­
ronmental standards.

3
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Essar Steel planl in Hazira. India.
(Icp pholo)

MINORCA planl in Puerto Ordaz. Venezuela, 
(bottom photo)

IDREX direct reduction technology cun he adapted to a wide range of 
applications. The following options enable Midrex to design plants to meet 
specific site and/or market conditions.

Iron Ore
MIDREX Plants can be operated with 100 percent iron oxide pellets, 100 percent lump 
ore, and various mixtures of the two. U p to 10 percent of sized ox ide fi nes can be metered 
into the charge to maximize yield. M IDREX Plant owners are free to select the iron ore 
suppliers and combination of oxide pellets and lump ore that best suit their particular 
requirements.

Energy
In addition to natural gas, MIDREX Planls can use most hydrocarbon gases as reduclant 
and fuel. These include coke oven gas, by-product gas, coal gas. naphtha, and liquified 
natural gas. Midrex has performed extensive investigations of potential energy sources 
and can offer recommendations on the suitability of specific energy options.

Reformer
The MIDREX Shaft Furnace can be coupled with many types of reformers. Options 
include a stoichiometric gas reformer (as at most MIDREX Plants), a conventional 
steam reformer (as at MINORCA in Venezuela), a plasma reformer, and a partial 
oxidation reactor. Midrex is adapting stoichiometric steam reforming technology, 
which will significantly lowerenergy consumption versus conventional steam reforming.

Module Capacity
MIDREX Plants arc designed as modules that can be combined to meet customers’ 
capacity requirements. Single module production capacities range from 350,000 to 1.2 
million t/y.

Product Discharge
In addition lo the standard cold DRI and HBI options, MIDREX Plants can be designed 
to produce hot DRI for charging a nearby melting furnace, for simultaneous discharge 
of cold and hot DRI, or for various combinations of discharge options.

Utilities
MIDREX Planls can be designed with lOOpcrcen' 'nternally-gcneralcd electricity. For 
plant sites where fresh water availability is a problem, sea water heat exchangers can be 
used to minimize fresh water consumption.

Plant Retrofits
Midrex can retrofit existing direct reduction plants of its design or those based on other 
process technologies. The two-module MIDREX Plant operated by Essar Steel was 
originally erected in Germany as a DRI plant and subsequently dismantled, converted 
to produce HBI, and installed in India. The idled MINORCA plant in Venezuela was 
reactivated by installing a new MIDREX Shaft Furnace and extensively renovating the 
three original steam reformers.

-I



IRON ORE OPTIONS

Standard
MIDREX

Natural
Gas

Coke Oven 
Gas

By-Product
Gas

Naphtha

Minimum
Water

Consumption

Internally
Generated
Electricity

100%
Oxide
Pellets

Mixture Of 
Oxide Pellets 

And Lump Ore
100%
Lump
Ore

Up To 10% 
Sized 
Fines

EN ERG Y
OPTIONS

UTILITY
OPTION S

MODULE
CAPACITY
OPTIONS

350,000 t/y 
to

1,200,000 t/y 
of

{ Product i

R EFO R M ER
OPTION S

P R O D U CT  OPTION S



Engineers anti designers adapt 
MIDREX direct reduclion lechnology 
lo specific customer requirements, 
(top photo)

Experienced In. leis provide class­
room and hands-on instruction in 
efficient plant operation and product 
utilization, 
f jcttom photo)

idrex Corporation is staffed by highly skilled engineers and technicians 
and experienced international marketing and sales professionals. The scope 
of Midrex activities covers all phases of a direct reduction project —  from 

preparing a project prospectus to providing technical assistance in the use of DRI 
and HBI.

Project Development
Midrex supports direct reduction project developers with technical and commercial 
feasibility studies, market studies, cost estimates, and detailed proposals.

Project Financing
Midrex has business contacts at commercial banks, investment firms, development 
banks, and other financing institutions around the world to assist customers in locating 
and securing project financing.

Project Execution
Midrex has relationships with highly regarded plant engineering and construction 
companies throughout the world, thus providing the greatest possible llexibility for 
project execution. The expcili.se of Midrex and its construction partners assures that 
planls are commissioned and started up on schedule and within budget. Performance 
guarantees arc met promptly and full commercial operation is achieved within a matter 
of weeks in most cases.
Although equipment anti materials are sourced worldwide, maximum possible use is 

made of local equipment, materials, and services. This allows customers to optimize 
their capital investment and construction schedule lo meet project-specific require­
ments.
Midrex typically provides the following scope of supply for the core direct reduction 

plant:
• Basic engineering
• Selected detail engineering
• Imported equipment
• Training of operating personnel
• Advisory services for erection, commissioning, and start-up

Midrex can provide a progressively larger scope of supply, through turnkey, in 
cooperation with its construction partners.
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Technology Transfer
The MIDREX Process License provides planlowneis access lo the process innovations 
and improvements derived from ongoing development programs at the Midrex Tech­
nical Center and MIDREX Plants, as well as the operations data, applications informa­
tion, and troubleshooting methods compiled by Midrex from operating plants, In 
addition, Midrex hosts an annual plant operations seminar in Charlotte or at an operating 
plant site, where operators have the opportunity to meet and exchange ideas with each 
other and key Midrex personnel.

Plant Services
Midrex has trained technical personnel dedicated lo providing services after start-up, 
including safety and performance audits, planl modifications and expansions, and 
information exchange.

Iron Ore Testing and Sourcing
Midrex has a comprehensive program that evaluates existing raw material sources and 
investigates possible new sources. The Midrex Technical Center is fully equipped to 
assess the suitability of iron oxide pellets and lump ores for direct reduction use. Midrex 
also works with iron ore suppliers to develop new and improved sources of raw materials 
and with plant operators lo evaluate iron ore sources for their particular needs.

Product Application Assistance
Staff metallurgists and technicians work with customers to optimize their use of DRI
and HBI. Midrex makes available this assistance lo potential clients in determining
the feasibility of a direct reduction project. On-site technical assistance

allows Midrex customers lo 
assume total operational 
control quickly and effectively, 
(top pholo)

Technicians lesl iron ore 
samples al Ihe Midrex 
Technical Center.
(bollom pholo)
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Typical Characteristics ot MIDREX DRI

DRI
Fe Total* 90-94%
Fe Metallic 83-89%
Metallization 92-95%
Carbon 1 .C-2.3%
P‘ 0.005-0.09%
S‘ 0.001-0.03%
Gangue* 2.8-6.0%
Cu, Cr, Ni, Mo,
Sn, Pb, and Zn Trace
Bulk Density 1.6-1.91/m3
Apparent Density 3.51/m3

Typical Characteristics of MIDREX HBI

HBI
Fe Total* 90-94%
Fe Metallic 83-89%
Metallization 92-95%
Carbon 1.0-1.3%
P* 0.005-0.09%
S* 0.001-0.03%
Gangue* 28-6.0%
Cu. Cr, Ni, Mo,
Sn, Pb, and Zn Trace
Bulk Dens:ty 2.4-28 I/m3
Apparent Density 5.0-5.5 I/m3

' Depends on Ihe iron ore source

IDREX Plants produce a premium quality, low residual metallic iron for use as 
a charge material in steel making and ironcasting. \t present, DRI is available 
in pellet and lump forms or in a compacted form known as HBI (hot briquetted 

iron). Midrex is considering additional forms of direct reduced iron for development.
The levels of metallic residuals and volaliles contained in DRI and HBI produced 

with MIDREX technology are very low, making il a highly effective diluent of other 
furnace charge materials that contain undesirable elements. The high metallic iron 
content, consistent chemical and physical characteristics, and carbon content of 
MIDREX DRI and HBI provide steelmakers broad llcxibility in selecting their 
furnace charges while maintaining normal operating procedures.
For those who wish to sell some or all of their product, a MIDREX Plant equipped 

lo produce HBI is the answer. HBI iseasy to handle, ship, and store in all types of weather 
because of its high density and convenient size. HBI is very resistant to oxidation, even 
when stored uncovered. It occupies less space than scrap, and its size and shape allow 
it to be handled and charged with the same equipment as scrap.

Typical Applications Of MIDREX DRI And HBI 

Electric Are Furnace
MIDREX DRI and HBI are excellent charge materials for making clean, high quality 
steel. They can easily be batch or continuously charged to control residuals. They melt 
quickly and easily with scrap and can be used without expensive shop modifications. 
They can effectively density the charge.

Basic Oxygen Furnace
MIDREX HBI can be used as a trim coolant, which provides higheryieldsand improved 
operating control versus iron ore or limestone. MIDREX HBI is an excellent material 
for dynamic temperature control.

Foundiv Furnaces
MIDREX HBI can be used as an economical substitute for pig iron and/or scrap in the 
production of high quality ductile iron, malleable iron, i  ' steel castings in cupola 
furnaces, induction furnaces, and electric arc furnaces.

Ladle Metallurgy Facility
The low residual contents, compact size, high thermal conductivity, and density of 
MIDREX HBI make it an attractive coolant for adjusting the temperature of molten steel.

Blast Furnace
Adding MIDREX DRI or HBI to the blast furnace burden provides increased produc­
tivity and lower co! e consumption.

DRI in lump and pellet lorms.
(lop pholo)

HBI al SGI planl in Labuan, Malaysia, 
(bottom pholo)
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Commentary Contents
DIRECT REDUCTION 
IS “ IN” . . .  WHAT 
HAPPENS NOW ?
Hy Winston /.. Pennies I1 resilientMidrex Direct Reduction Corporation

It's in the headlines o f the steel industry 
press. It's in the technical programs of 
steel industry forums. It’s in the plans of 
mini mill and integrated steel executives. 
What is it? ... it's direct reduction.

Today, in the midst of direct reduction's 
renaissance, it's hard to believe that little 
more than 10 years ago this method of 
producing iron units for steelmaking 
found acceptance only in scrap-deficient 
regions and among electric furnace-based 
steelmakers producing basic steel prod­
ucts. Through the pioneering efforts of 
mini mills such as Georgetown Steel Co r­
poration. Sidbec-Doseo, and Siderca. the 
value o f direct reduced iron (D R I) in 
producing high grade wire, flat, and 
tube products was demonstrated. The high 
profile introduction o f thin slab casting 
by Nucor at its Crawlbrdsville. Indiana, 
and Hickman. Arkansas, sites, and the 
use o f DRI in these mills to meet quality 
specifications has garnered even more 
attention.

The movement of electric furnace-based 
steel mills into product grades once re­
served for traditional integrated producers 
has increased the requirement for low re­
sidual iron units. Continuous casting is

severely impacting home scrap generation 
throughout the steel industry, and now 
integrated steel operations are looking al 
DRI as a means lo boost productivity as 
blast furnaces require relining and coke 
capacity is shut down. Merchant sources 
of DRI and HBI are in high demand.

O P CO  and I’lO R  in Venezuela, which 
primarily supply the U.S. market, have 
fully committed their 1993 production and 
are seeking ways to increase output or add 
capacity. Oskol Electrom etallurgical 
Combinat (O E M K ) in Russia announced 
earlier this year its intention toexport up to 
600.0(H) mcl< -tons of DRI — and much of 
it to the U.S. 3 el potential demand for DRI 
in the U.S. alone easily outdistances the 
merchant supply.

Mini mill operators such as Nucor are 
meeting the situation head-on by investing 
in direct reduction plants o f their own. 
Market-driven iron ore and scrap brokers 
are responding lo the changing face of the 
U.S. steel industry by seeking involvement 
in new direct reduction projects. Fossil 
fuel producers and transportation compa­
nies are beginning to investigate the role 
direct reduction could play in their future 
business.

Al Midrex. we tire seeking ways to 
establish industry-wide standards for DRI 
products. We arc promoting the need to 
determine a value for DRI that is based on 
its own merits rather than a comparison 
with scrap. This issue o f Direct Front 
Midrex includes the first reader responses 
to the article on establishing a value from 
DRI/HBI. which appeared in the 3rd Quar­
ter 1992 issue.

We are providing Ihe capability lo ad­
just the carbon level in M ID R E X ' Iron to 
meet a broad range of steel product appli­
cations. In addition. Midrex is designing a 
low capital cost gas-based plant sized to 
the annual requirements of a single mini 
mill operation.

In the area of solid fuel technology, we 
arc commercializing the F A S T M E T SM Pro­
cess, which could stimulate DRI produc­
tion in North America, and participating in 
development o f Ihe I1ISM FI.T' Process, 
one o f the foremost new ironmaking 
projects.

Yes. direct reduction is “in-' ... and this 
time it’s here to slay!
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OPERATING WITH HBI/DRI 
AT NUEVA MONTANA 0 0 IJAN0 , S. A

A  C a s e  H is to r y

Introduction
Nucva Montana Quijano, S. A. (Nuquisa) is 
;t Spanish slcel produccrol’highquality wire 
rod and wire produels. Nuquisa is loeated in 
Santander on the northern coast of Spain. 
The plant is near an excellent deep water 
seaport, which facilitates the receipt o f raw 
materials and the export o f finished products.

The steel plant has a rated capacity of 
approximately 550.000 tonnes per year of 
prime billets. Carbon steel is produced in a 
UIIP electric are furnace with a nominal 
capacity of 115 tonnes and refined in a ladle 
furnace. One six-strand continuous casting 
machine produces square billets. The billets 
are further processed in Nuquisa's roiling 
and fabricating facilities into wire rod: low. 
medium, and high carbon wire; and low 
carbon wire products.

Before 1080, Nuquisa produced steel us­
ing a blast furnace/open hearth facility. Since 
1080. Nuquisa has operated a modern IIAF/ 
continuous casting production facility. In 
converting front hot metal-based sleelmak- 
ing lo F A F  steelmaking. raw material alter­
natives were evaluated to insure the contin­
ued capability to produce high quality, low 
residual steel grades. Since HBI/DRI was a 
logical raw material for this application, an 
HBI/DRI continuous feeding system was 
incorporated in the design of the new F A F  
meltshop.

Product Mix
Nuquisa's product mix is focused on high 
quality, low residual wire rod applications. 
Typical applications include: lire cord, lire 
head, welding wire, spring and rope wire, 
cold heading quality, and the complete spec­
trum o f commercial quality rod and wire.

About 70 percent o f Nuquisa's produc­
tion has the following maximum residual 
limits: Cu, 0,12 percent: Ni, 0.08 percent; 
Cr, 0.08 percent. Some applications are

even more restrictive. For example, some 
products require 60 ppm maximum nitrogen 
content in the final product.

Raw Materials Practice
Nuquisa tailors the scrap charge lo the end 
product application. When producing steel 
I’orapplications without residual restrictions. 
Nuquisa charges 100 percent scrap. A typ i­
cal charge composition includes approxi­
mately 30 percent plate and structural, 30 
percent factory bundles. 20 percent 
busheling, 10 percent turnings, and 10 per­
cent home scrap. These heals require three 
bucket charges.

As end use quality requirements become 
more restrictive. Nuquisa reduces the per­
centage of scrap in the charge and uses hot 
briquetted iron (H B I) or direct reduced iron 
(D R I) its a source o f dense, low residual iron 
units. For commercial quality applications, 
Nuquisa uses approximately 18 percent HBI/ 
DRI. The HBI/DRI is continuously charged 
through the “fifth hole" in the furnace roof

via an automated material handling system. 
These heats require only two bucket charges.

Forspecial quality applications. Nuquisa 
uses approximately 45 percent HBI/DRI, 
which also is continuously charged. These 
heats are charged with only one bucket o f 
scrap.

The effects o f using fewer scrap bucket 
charges when including HBI/DRI in the raw 
materials practice are:
• Energy savings
• Lower electrode oxidation
■ Shorter heat limes
• Increased productivity.

Influence of HBI on Steel 
Chemistry
HBI is a manufactured charge material in­
tended for use in combination with scrap as 
a diluent o f residual metals or as a scrap 
substitute in limes o f limited supply or wide 
price swings. The effect o f 1IRI on residual 
chemistry of Nuquisa's steel products is 
summarized in Table I. The HBI used by

All Scrap

2-Bucket 
Charge with 
O P CO  HBI

1-Bucket 
Charge with 
O P CO  HBI

% DRI in Charge
Final Test

0.0 18.1 45.9

%Cu average 0.140 0.110 0.061
std. dev. 0.022 0.025 0.011

%Ni average 0.078 0.062 0.046
std. dev. 0.016 0.008 0.006

%Cr' average 0.046 0.034 0.025
std. dev. 0.015 0.007 0.007

%Mo average 0.016 0.011 0.010
std. dev. 0.007 0.002 0.000

%Sn average 0.013 0.011 0.011
std. dev. 0.004 0.002 0.002

ppm N, average 91 80 63
std. dev. 9 8 10

Heals alloyed with chrome were excluded from the data set

Tnhlt' I Nin/niso - Influence of lilt I on chemistry



Nuquisa during the period in which the 
data in Table 1 was collected was pro­
duced by Lpcracioncs al Stir del Orinoco. 
C.A. (OPCO) in Puerto Ordaz, Venezuela, 
using M ID R EX™ Direct Reduction Tech­
nology.

Final chemical analysis o f five residual 
metals were examined: copper, nickel, chro­
mium. molybdenum, and tin. The final 
analyses for all five o f these residuals dem­
onstrate a very simple lineardilution that can 
be used to determine the expected residual 
content o f a heat o f steel for a given percent­
age o f HBI used in the charge. The I IB l can 
be averaged into the charge mix as contain­
ing essentially zero percent o f each o f the 
residual metals.

Copper
Histograms for final copper analysis are 
shown in Figure I . Figure I (a) shows the 
distribution o f copper for heals charged with 
100 percent scrap. Figures 1(b) and 1(c) 
show the d is tribu tion o f copper when 
approximately IS percent and 46 percent 
respectively, o f HBI is used in the charge.

Figure 2 shows a straight line curve 111 for 
final copper analysis vs. percent o f HBI in 
the charge. The correlation coefficient,"R.” 
value o f .832 indicates a very high probabil­
ity (99.9+ percent) that the correlation is 
valid. Figure 2 demonstrates the simple 
dilution relationship. Use o f 20 percent HBI 
w ill lower copper levels about 20 percent, 
and45 percent HBI w ill lower copper levels 
about 45 percent.

Nickel
The nickel analyses arc plotted in Figure 3. 
As with the copper analyses, the averages o f 
these values correlate well w ith a straight 
line curve fit representing zero percent nickel 
in the HBI.

Chromium
The analyses for chromium are plotted in 
Figure 4. The dilution effect for chromium 
is sim ilar lo that for copper and nickel.

Molybdenum and Tin
For both molybdenum and tin. the baseline 
values o f the residual con 't is so small that 
the effect o f dilution by HBI is not as easily 
seen. For molybdenum, ic analysis de­
clines from tin average o f 0.016 percent with 
an all scrap charge lo 0.010 percent with 
40-50 percent HBI. For tin, the average

o
o

c
a
o
o

o
o
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(b)

(c)
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declines from 0 .013 percent w ith all scrap to 
0.0I I percent with 40 50 percent o f HBI.

Phosphorus
There was little effect from use o f I-IBI on 
phosphorus, as shown in Table II on the 
follow ing page.

Sulfur
There was little effect from the use o f HBI 
on final sulfur, as shown in Table III.
The sulfur level at the time o f the initial 

test is lower when IIB I was charged than for 
the all serapchargc, but the final lest indicates 
that theaverage results are similar. However, 
the standard deviation is greater for the all 
scrap charge than it is for the heats charged 
with HBI.

Nitrogen
There was a significant effect from the use o f 
HBI on nitrogen, a* shown in Table IV on 
the follow ing page.

Even though the mechanism for decreas­
ing the nitrogen content o f steel by using 
HBI in the charge is completely different 
from the dilution effect through which it 
decreases the content o f residual metals, it is 
interesting to note that the results o f the 
nitrogen analyses from this study give a 
good curve lit to a straight line proportional 
to the amount o f HBI in the charge.
This is illustrated in Figure 5 .The 9 1 ppm 

average nitrogen level experienced \ itli all 
scrap is lowered to 63 ppm average when 46 
percent HBI is continuously charged. This 
effect has been verified in other melt shops 
using HBI.

Influence of HBI on  Melting
On the follow ing page. Table V shows 
Nuquisa's actual results when charging HBI 
at 18 percent and 46 percent o f the charge 
compared to 100 percent scrap.

Yield
Yield was calculated based on weight o f 
prime cast billets divided by total charge 
weight. The yield for those heats charged 
with HBI was superior lo the heals charged 
with 100 percent scrap:
• 89.4 percent yield for the 18 percent HBI 
charges

• 88.2 percent yield for the 46 percent HBI 
charges compared to

• 86.1 percent yield for the 100 percent 
scrap charges.

5



All
Scrap

18%
HBI

46%
HBI

Initial Test
Average (%) 0.010 0.009 0.011
Standard Deviation (%) 0.002 0.002 0.002

Final Test
Average (%) 0.010 0.011 0.011
Standard Deviation (%) 0.003 0.002 0.002

Table I I  Phosphorus analyses - rephosphorized heals were excluded from Ihe data set

All 18% 46%
Scrap HBI HBI

Initial Test
Average (%) 0.045 0.039 0.037
Standard Deviation (%) 0.011 0.005 0.010

Final Test
Average (%) 0.015 0.015 0.014
Standard Deviation (%) 0.006 0.004 0.002

Table I I I  S u lfu r analyses

All
Scrap

18%
HBI

46%
HBI

Final Test
Average (ppm) 91.0 80.0 63.0
Standard Deviation (ppm) 9.0 8.0 10.0

Table IV  N itrogen analyses

Tap-to-Tap Time and Productivity
Those heats charged w ith IX percent HLtl 
resulted in the shortest tap-to-tap times and 
highest product ion rate o f prime cast hi Nets:
• 69.4 minutes tap-to-tap and
99.9 billet tonnes per hour 
com pared lo

• 72.7 minutes lap-lo-lap and
90.5 billet tonnes per hour 
lor 100 percent scrap charges.
The heals charged with 46 percent IT BI 

resulted in tap-to-tap times o f 76.2 minutes 
and a productivity rate o f 89.2 bille t tonnes 
per hour.

Electrical Energy Consumption
Line 7 o f Table V shows the electrical 
energy consumption in kWh/charge tonne. 
These values do not reflect other operating 
variables that influence electrical energy 
consumption such as oxygen consumption, 
lime usage, and final temperature. Lines 8 
through 13 show calculated adjustments so 
electrical energy consumption can be com­
pared on a consistent basis.

In performing these adjustments, the 100 
percent scrap charges were assumed to be 
base ease, and variation in oxygen, lime, and 
temperature were estimated in plus or minus 
kWh/tonne units. For example, reference 
line 9. The oxygen consumption for (he 100

3-Bkt. Charge 100% Scrap
2-Bkt. Scrap Charge Plus 

OPCO HBI
1-Bkt. Scrap Charge Plus 

OPCO HBI

Avg.

Adjusted Energy

Avg.

Adjusted Energy*

Avg.

Adjusted Energy*

ikWh/Tonne Adj Value ikWh/Tonne Adj Value +kWh/Tonne Adj Value

1. Percent OPCO HBI in Charge 0 17.9 46.0

2. Charge Weight-Tonnes 127.4 129.2 128.4

3. Billet Weight-Tonnes 109.7 115.5 113.3

4. Percent Yield 86.1 89.4 88.2

5. Tap-lo-Tap Time -  Minutes 72.7 69.4 76.2

6. Billel Tonnes per Hour 90.5 99.9 89.2

7. kWh/Charge Tonne 454 450 497

8. Oxygen-tnVCharge Tonne 17.2 14.2 15.8

9. kWh/Charge Tonne Adj. lor 02‘ 0 454 -9 441 -4 493

10. Lime & Dolo Lime Kg/Chg. Tonne 18.3 24.0 44.0

11. kWh/Chg. Tonne Adj. lor Lime* 0 454 -4 437 -18 475

12. Arrv. Temp, at Ldle. Furnace °C 1563 1539 1575

13. kWh/Chg. Tonne Adj. lor Temp* 0 454 11 448 -6 469

• Compared lo 100% Scrap Heals

Table V N iupdsa operating results 
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percent scrap charges was higher than for 
either the IS percent or the 46 percent Ml)I 
charges. The loweroxygenconsumption lor 
the IS percent and 46 percent HIM charges 
required additional electrical energy tocom- 
pensalc for the energy supplied by the oxy­
gen in Ihe 100 percent scrap charges. I f the 
oxygen had been held the same as the 100 
percent scrap charges, the IS percent HIM 
charges would have used approximately nine 
fewer kWh/tonne. The 46 percent HOI 
charges would have used approximately 
four fewer kWh/tonne. The adjustments for 
lime and temperature were made in a sim i­
lar manner.
A lte r adjustment for oxygen, lime, and 

temperature the resultant calculated electri­
cal energy consumptions are shown on line 
13. The bit.se ease, 100 percent scrap charges, 
used 454 kWh/charge tonne, while the IS 
percent HBI heats were estimated to have 
required 448 kWh/charge tonne, and the 46 
percent HBI charges 469 kWh/charge tonne 
on a comparable basis.

Conclusions
L'seof HBI decreased copper, nickel, chrome 
and other residuals in the steel products in 
proportion to the percentages ol HBI used in 
the charge. Sulfur and phosphorus were 
maintained at the same levels compared to 
an all-scrap charge. In addition. HBI was 
effective in lowering nitrogen levels.

In addition lo the beneficial chemical 
effects, HBI use also resulted in increased 
charge to billet yield, an increase in produc­
tiv ity , and comparable electric energy con­
sumption levels.

This a rtic le  wax developed from  a  paper 

tille d , "O pera liiif. Experience U sing OPCO 

H ill n i Nuevo M ontana Q u ijanu , S .A . , " by 

Javier llie r ro  S ierra and Pedro Aniantlo 

V uzijue : o f N U Q U ISA . and l : ran :. L. Saniint 

and Robert I.. Iln n te r o f M id re x  D iree l 

Redttetion C orporation (on he lud j'o fO P C ( I) 

a l ilie  J ilt Haro peon Elect r iv  S ieel Confer­

ence. November J-b, IW 2. in  M ad rid . Spain.

Editorial Correction
The editors wishes to correct two errors that appeared in recent issues of Direct From Midrex. We regret these typographical mistak s 
and trust that the following information will relieve any confusion they may have caused.
• In Table VI on page 5 of the 2nd Ouarler 1992 issue, the heading for the rightmost column of data should read "100% DRI."
• On page 4 of Ihe 3rd Quarter 1992 issue, ihe second subhead in the body of ihe article should read "2. Are the va'ues of DRI/HBI you 
describe (78/36, 82/69, and 86/92) Ihe most widely traded?"

We wish to lhank Mr. Milind Sanzgiri, Deputy Gerierr, Manager. Essar Sleel, and Mr. R P. Dhar, Chief Engineer. MECON (Steelmaking 
Division), for bringing these errors lo our attention.

T o w a r d  

E s t a b l i s h i n g  

T h e  V a l u e  O f  D :
Direct From Midrex published an article in 
Ihe 3rd Quarter 1992 issue that proposed 
a method for establishing the value ol DRI 
and HBI independent of ferrous scrap. 
Readers were invited to comment on the 
subject for publication. We are pleased 
to present the principal viewpoints of 
Dr. J.R. Stubbles. Manager o f Technol­
ogy. Charter Steel, and Mr. R.P. Dhar, 
Chief Engineer. MECON (Steelmaking  
Division).
"The problem with 'categories' occurs 

when chemistries are close to the desig­
nated boundaries: i.e., if my DRI contains
8 1.5 ± 1 % metallic iron (and there must be 
some variability), ooes it get priced as a 
'78' and/or '82' material? Since metallic 
iron content is the overriding value (actor,
I would still prefer to see a basic cost/ 
contained metallic ton with a factor for the 
rest of the chemistry. And physically. HBI 
should probably have a premium value 
relative to DRI, the magnitude of which has 
yet lo be determined.

... I am opposed lo grades and favor a 
sliding scale relative to dollar-per-ton for 
100% Fe, and take Ihe form:

( ____
v y/100 (100-M))

where: x = base price of DRI, 
y = % total Fe in DRI,
M  = % metallic Fe in DRI.

This gives you credit for 100% iron 
recovery, and only penalizes you $1/lon 
DRI per percent of nonmetallics, what­
ever their form ... the DRI industry can set 
’x' at any level if they choose to ignore the 
scrap market and still arrive at a relative 
value for various DRI products."

Dr. J R. Stubbles

"... The suggested grading (78/86,82/ 
89.86/92. etc.) is the best possible today.

Since gangue, pa rticu la rly acid 
gangue. in DRI/HBI is of concern lo a 
steelmaker there should be some means 
of codifying this along with Fe metallic 
and Fe total. A  possible way of doing this 
could be acid gangue/lotal gangue as, 
say, 4/7. Hence DRI/HBI with 83% metal­
lic Fe, 90% total Fe, 4% acid gangue. and 
7% total gangue could possibly be des­
ignated as 83/90; 4/7."

R.P. Dhar

We are interested in your comments 
and suggestions relating to the value o l 
DRI/HBI Address your viewpoints to the 
Editor o f D irect From Midrex, c/o  M idrex  
Direct Reduction Corporation, 2400Char­
lotte Plaza, Charlotte. NC 282JJ, USA. 
Fax: (704) 373-1600: Telex: 6827031 
MIDRX UW.
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19S2 WORLD DRI PRODUCTION BY PROCESS

Others 4.2%
FIOR 1.8%

SL/RN 4.3%

HYL III 9.2%

1991 1992

Midrex 62.5% 64.2%
HYL I 19.2 16.3
HYL III 8.7 9.2
SL/RN 4.4 4.3
FIOR 1.9 1.8
Others 3.3 4.2

HYLI 16.3%

Total World 
Production 

20.72 Mt

Worldwide DRI/HBI Production Reaches 
20 Million Tonne Milestone

MIDREX Plants Account for 64 Percent of Total In 1992
Wor'd production of direct reduced on 
(DRI) and hot briquetted iron (HBI) 
reached an all-time high of 20.7 million 
metric tons (Mt) in 1992. demonstrating 
the increasing importance of these high 
purity scrap substitutes. The production 
total, compiled by Midrex Direct Reduc­
tion Corporation Irom figures supplied 
by all major process suppliers, was a 
7 percent increase over 1991. HBI 
production represented 3.1 Mt of total 
output, an increase of 5 percent versus 
1991.
In 1992, MIDREX' Direct Reduction 

Plants accounted for 13.3 Mt, which was 
64 percent ol the total DRI/HBI pro­

duced During the year, MIDREX Plants 
with a combined capacity of over 2 3 Mt/y 
were started up in Saudi Arabia, India, and 
Iran. Several coal-based plants in India 
also began operations during Ihe year 

Plants using HYL I technology produced 
3.4 Mt, and those using HYL III technology
1.9 Ml The PIOR Process represented
0.4 Ml, and coal-based technologies ac­
counted for 1.7 Mt, 8 porcent ol the total.

Trade in DRI and HBI continued to in­
crease in 1992, with 3.6 Mt shipped This 
reprosenls an increase of 0.4 Ml versus 
1991. This product was used in steel mills 
and foundries throughout the world.

The 20 7 Mt total for 1992 compares

with 1970 global production of just
0.7 Mt. This continued growth has been 
largely fueled by the movement of EAF 
steelmakers into high quality products 
such as special bar quality, high quality 
wire rod, and flat products. These mills 
have found Ihe use of DRI a necessity for 
producing "clean" steels, Operators of 
basic oxygen furnaces and blast fur­
naces also are increasing its use as a 
cost-effective source of low residual iron.

Direct reduction plants are under con­
struction in India, Indonesia, Iran, Libya, 
and Malaysia. Midrex forecasts world 
DRI/HBI production ol 28 Mt by 1995 
and 35 M' by 2000.
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1992 WORLD DRI PRODUCTION BY REGION (Mt)

Latin Middle Asia
America East Oceania

N. Africa

CIS North
Eastern America
Europe

Africa

0.17

Western
Europe

1991 1992

Latin America 8.52 8.72
Middle East/North Africa 3.64 4.89
Asia/Oceania 3.22 3.37
CIS/Eastern Europe 1.70 1.58
North America 0.97 1.02
Africa 1.01 0.97
Western Europe 0.26 0.17

WORLD DRI PRODUCTION BY YEAR (Mt)

Year Total Year Total Year Total

1970 0.73 '78 4.83 '86 12.53
'71 086 '79 681 '87 13.66
'72 1.30 '80 7.36 '88 14 13
73 1.80 81 8.08 '89 16.00
'74 2.60 '82 7.31 '90 17.89
'75 2.69 '83 7.83 '91 19.37
'76 2.90 '84 9.23 '92 20.72
77 3.36 '85 11.16
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MIDREX® Direct Reduction Plants
Customer Location Capacity Modules Product Start-Up Status

(000 t/y)
Middle East/North Africa

QASCO Umm Said, Qatar 400 1 DRI 1978 Operating
ASCO Ahwaz, Iran 1,200 3 DRI 1985-92 Operating
Hadeed 1 Al-Jubail, Saudi Arabia 800 2 DRI 1982-83 Operating
Hadced II Al-Jubail, Saudi Arabia 650 1 DRI 1992 Operating
ANSDK El Dikheila, Egypt 716 1 DRI 1987 Operating
LISCO1 Misurata, Libya 1,100 2 DRI 1989-90 Operating
NISCO Mobarakeh, Iran 3,200 5 DRI 1992-93 Operating (2)

Commissioning (1)
Construction̂)

Asia/Oceania
SGI Labuan Island, Malaysia 650 1 HBI 1984 Operating
Essar Steel 1 & II Hazira, India 880 2 HBI 1990 Operating
Essar Steel III Hazira, India 440 1 HR! 1992 Operating
NDIL Raigad, India 1,000 1 HBI 1994 Construction

Latin America
SIDERCA Campana, Argentina 330 1 DRI 1976 Operating
SIDOR 1 Malanzas, Venezuela 350 1 DRI 1977 Operating
SIDOR II Matanzas, Venezuela 1,275 3 DRI 1979 Operating
Acindar Villa Constilucion, Argentina 600 1 DRI 1978 Operating
ISCOTT 1 & II (CIL) Point Lisas, Trinidad & Tobago 840 2 DRI 1980-82 Operating
MINORCA (OPCO) Puerto Ordaz, Venezuela 830 1 HBI 1990 Operating
VENPRECAR Matanzas, Venezuela 600 1 HBI 1990 Operating

North America
Georgetown Steel Georgetown, SC, USA 400 1 DRI 1971 Operating
Sidbec-Dosco 1 Contrecoeur, Que., Canada 400 1 DRI 1973 Idle
Sidbec-Dosco 2 Contrecoeur, Que., Canada 600 1 DRI 1977 Operating

Western Europe
HSW Hamburg, Germany 400 1 DRI 1971 Operaling
British Steel Hunlorston, Scotland 800 2 DRI 1979 Idle

CIS/Eastern Europe
OEMK Stary Oskol, Russia 1,667 4 DRI 1983-88 Operating

Africa
D.lta Steel Aladja-Ovwian, Nigeria 1,020 2 DRI 1982 Operaling (1)

Idle (1)
21,148 42

to



M id re x  N e w s  &  V ie w s

Midrex Unveils 
DR Plant Sized to 
Mini Mill Needs
Midrex engineers have designed a gas- 
hased direct reduction plant that is sized 
lo the annual requirement o f a mini steel 
m ill for "clean'' iron units and priced lobe 
competitive with other currently avail­
able direct reduction technologies o f a 
sim ilar capacity.

“ The M IDREX M IN I M OD™ Planl, 
with a nom in :1100.000 t/y capacity, sat­
isfies the need lu. a basic direct reduction 
plant that is sized to one steelmaker’ s 
annual need for low residual iron units." 
Midrex president, Winston L. Tennies, 
said. “ A mini steel m ill in North America 
that uses DRI typically mixes it w ith 
scrap to produce premium quality wire 
and flat p.. Jucts. In such applications, 
DRI generally makes up 20-25 percent o f 
the total charge," Tennies observed.

“ Therefore, a 250.000-lo-350.000 l/y di­
rect reduction plant could nicely satisfy 
such a m ill’ s requirement."
The pioneering movement into high value 

products by some North American EAF 
steelmakers has produced a growing concern 
for the future availability and price o f high 
grade scrap and DRI. As a result, a number 
o f mini m ill operators are taking a fresh look 
at investing in direct reduction plants.

"A lthough new technologies such as Ihe 
Midrex solid reduct; nt FASTMET™ Pro­
cess and ihe gas-based iron carbide process 
are poised lo become commercial realities, 
the widely used M IDREX1- Direct Reduc­
tion Process is a documented success anu 
should be given strong consideration," 
Tennies said.

The M IN IMOD Plant incorporates the 
operating re liab ility and fle x ib ility , for 
which M IDREX® Direct Reduction Plants 
are known, in a design that makes it an 
attractive capital investment. M idrex esti­

mates that a M IN IMOD Plant can be 
constructed in North America forapproxi- 
malely $50 m illion, depending on site 
considerations and production capacity.

"We have designed the M IN IMOD to 
serve as a ’starter’ plant," Tennies ex­
plained. “ that is, one that can grow with 
your steelmaking operation and adjust lo 
changing production requirements.” The 
modular concept, basic t ’II M IDREX 
Plants,allows for futurecapacity increases, 
and the inherent operating flex ib ility 
provides an effective response to market 
conditions and steelmaking needs such as 
production o f high carbon DRI.
The M IDREX M IN IM O D™ Plant can 

be equipped with a variety o f optional 
systems available inotherM IDREX Planl 
designs includ ing: hot discharge/hot 
briquetting, alternate flowsheet (for oper­
ating with highsullurores), hot transport/ 
hot charging, low water/low electricity 
operation.
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Three Modules 
Start-Up in 1992
Threeoflhe M IDREX™ Scrics600 Mod­
ules at the National Iranian Steel Corp. 
(NISCO) planl in Mobarakch. Iran started 
upduring 1992, with moduleC passing its 
performance guarantee test during Octo­
ber. The remaining two modules o f the 
3.2 m illion tonne per year cold discharge 
facility w ill comprise up lo 90% o f the 
furnace charge lo eight 180 tonne electric 
arc furnaces at the adjacent steel m ill. 
NISCO w ill have an annual capacity o f 
3.0 m illion tonnes o f carbon and low alloy 
sheet products.

High Carbon DRI Possible with 
the MIDREX Process
Midrex researchers have determined that by increasing the resi­
dence time o f the oxide material in the reduction zone o f the 
M IDREX1" Shaft Furnace and a few minor changes in process 
conditions, the carbon level in the resulting DRI can be enhanced. 
In most cases, no additional equipment or modification o f existing 
equipment is necessary. Just a few adjustments in operating 
parameters is all that is required lo produce DRI with carbon levels 
up to 6 percent, mostly in carbide form.

Under normal operating procedures, about 85 percent o f carbon 
in (he DRI produced with the M IDREX l' >cess is in carbide form. 
A sim ilar ratio is expected in high carbt... M IDREX® Iron.

Midrex Philately
The Republic o f Iran has featured two o f the five M IDREX™ 
Direct Reduction Modules al the Mobarakch plant of NISCO 
(National Iranian Steel Corp.) on a postage stamp that was 
issued in 1992.
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F i r s t  S t e p  T o  Q u a l i t y . . .

T o match customer demands for greater product 
quality, steelmakers must start with high quality raw 

materials. However, as ferrous scrap becomes more 
contaminated, the task of locating and obtaining high 
quality scrap will become increasingly difficult and 
expensive.

Steelmakers may be forced to take direct roles in 
scrap collection and processing to assure the necessary 
quality improvements—and this may mean she ildering 

Creased processing costs in-house.
The use of virgin iron units as a scrap diluent is 

a much simpler and less costly alternative.
MIDREX® Iron, a high iron content metallic product 

with uniform chemical and physical characteristics, can 
reduce the level of residual elements in steel resuming 
from the use of readily available, cost-effective giades of 
scrap.



I. Final inspection ot m e  rod
2 Seamless tube piercing
3 Wire coiling operation 
A. Sheet steel roll
5 Steel billets lor shipment
6 Scrap collection
/. Steel bed springs

Captions



T h e  C o m p e t i t i v e  E d g e . . .

| n the hignly competitive international steel industry,
I savings in tap-to-tap time, intermediate refining and off- 
-^^specification heats mean money—and ultimately 

W  the difference between surviving and failing.
Successful steelmakers will be those who find the 

competitive edge.
MIDREX Iron can give steelmakers that edge. By 

adding it to the furnace charge, EAF operators gain total 
control over tl leir product. Steel properties can be 
enhanced without increasing the grade of scrap when 

^MIDREX Iron is used as a diluent.
Batch charging MIDREX Iron densifies the bucket 

bucket ch^ge and can eliminate one or more 
buckets pc. neat. Dje to its uniform size and shape, 
MIDREX Iron can be continuously charged to 
increase power-on time and Icwer furnace heat 

losses—and that means increased productivity.
The balanced chemistry of MIDREX Iron promotes 

a foamy slag action, which purges nitrogen and 
hydrogen from the metal bath and contributes to overall 
furnace performance. By using MIDREX Iron, even aviation 
and nuclear-grade and extra deep drawing grades of 
steel are within the capabilities of EAF facilities.

5



Captions

1. Active bath in EAF
2. Cooling bed
3. Rolling seamless tube
4. Continuous casting
5. Handling MIDREX Iron pellets
6. Galvanized wire for nails

TYPICAL CHARACTERISTICS 
OF MIDREX IRON

Chemical
Fe Total 
Fe Metallic 
Metallization' 
C
SiO?
Al203
CaO
MgO
MnO
P

Pellets/Lumps
91-93% 
83-88%
92-95%
1.0-2.5% 
10-3.5%
0.2-1.5% 
02-1.6% 
0.3-1.1% 
0.1-02% 
002-0.04%

6



A  G l o b a l  S t e e l m a k i n g  

C o m m o d i t y . . .

"T’ he introduction of a highly densified form of MIDREX 
s Iron, MIDREX® Hot Briquetted Iron, means that steel­

makers worldwide can take advantage of its operational 
benefits.

MIDREX HBI is easy and safe to ship. It can be 
stored outside in even the most severe conditions— 

and it is easier to handle than most grades of scrap. 
In the furnace, MIDREX HBI melts rapidly. It 

serves to density the charge when batch charged 
and effectively penetrates even the thickest slag 

when continuously charged.
MIDREX HBI also extends the operational benefits of 

direct reduced iron to the production of ductile iron in found­
ries and high quality steels in the basic oxygen furnace.



Captions

1. Pressure casting of stab
2. Batch charging EAF
3 MIDREX HBI stored outside 
A Unloading MIDREX HBI
5. Casf iron pipe
6. Tapping EAF

Physical
Bulk Density 26-2.7 t/m3
Apparent Density 5.5 t/m3 
Weight 0.5-0.7 kg
Nominal Size 30mm x 60mm

x90mm

'Metallization is delined as the percentage 
of total iron in metallic form.

TYPICAL CHARACTERISTICS 
OF MIDREX IRON

Chemical Hot Briquetted
Fe Total 91-93%
Fe Metallic 83-88%
Metallization" 92 -95%
C 1.0-1.5%
S1O2 1.0-3.5%
Al?0j 02-1,5%
CaO 0.2-16%
MgO 03-1.1%
MnO 0.1-0.2%
P 0.02-004%
S 0.005 -0.015%
Ti 0.01-0.2%
V 0.01-0.2%
Ni, Sn, Zn, Cr, Cu, Pb Traces

8





A  W o r l d  o f  T e c h n o l o g y  

t o  S h a r e . . .

S
o

ince the early 1970s, EAF steelmakers around the 
world have used direct reduced iron produced by 

the MIDREX' Direct Reduction Process. Today, over 
half the world's supply of ditect reduced iron is 
MIDREX Iron.

MIDREX' Difect Reduction Plants are proven to be 
easy to operate and simple to maintain. EvdUy MIJpREX 
Plant is designed from the ground up to meet local 
requirements and environmental considerations—to 
operate efficiently artg reliably—above all, to be 
ĉost-effective.

That’s what has made MIDREX the standard 
against which all direct reduction processes are 

■ measured.
For further information on MIDREX Iron, the 

MIDREX' Direct Reduction Process or other 
technology areas where Midrex expertise can be 
applied, contact:
Marketing Departfttept, y«ex Corporation, Charlotte 
Plaza, Charlotte, isw^lrolina 28244, U.S.A.: Phone: 
(704) 373-1600. TelJI|^2467.

Captions

1 ACINDAR Villa ConstUucion Argentina
2 SIDOR Matan'zas Venezuela
3 OEMK. Stary Oskol. U S S R  f
4 Delta’Steel. Warn Nigeria
5 HADEED. At Jubail. Saudi Arabia
6 Sidbec-Dosco, Contrecoeur Quebec Canada

V
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T h e  M i d r e x  P r o j e c t  

a t  P o i n t  M a c K e n z i e

T h e  M i d r e x  C o r p o r a t i o n ,  a  w h o l l y - o w n e d  subsidiary o f  J a p a n ' s  K o b e  Steel, h a s  

b e e n  c o n d u c t i n g  a  feasibility s t u d y  for t h e  d e v e l o p m e n t  o f  a  direct r e d u c t i o n  

iron plant at P o i n t  M a c K e n z i e .  Plants u s i n g  the natural g a s - b a s e d  M i d r e x  p r o c e s s  

a c c o u n t  for m o r e  t h a n  half o f  the w o r l d ’s direct r e d u c e d  iron ( D R I )  p r o d u c t i o n .

T h e  p r o c e s s  c o n v e r t s  iron o r e  into a  h i g h l y  metallized iron p r o d u c t  for u s e  in 

s t e e l m a k i n g  a n d  f o u n d r y  applications.

T h e  M i d r e x  facility at P o i n t  M a c K e n z i e  will b e  a  privately-built $ 2 0 0  million capital 

project, built o n  a  t u r n k e y  basis. T h e  plant will create 1 2 0  full-time jobs. A n  

additional 1 2  to 1 5  por t  jo b s  w o u l d  also result f r o m  this project.

M i d r e x  w a s  attracted to the P o i n t  M a c K e n z i e  site for a  n u m b e r  o f  reasons.

T h e  m o s t  i m p o r t a n t  a d v a n t a g e  w e  offer is a n  a b u n d a n t  s u p p l y  o f  natural gas, 

available o n  a  l o n g - t e r m  basis w i t h  n e g o t i a t e d  price increases. U n l i k e  t he l o w e r  48, 

w h e r e  natural g a s  c a n  b e  shifted a r o u n d  t h e  c o u n t r y  t h r o u g h  interstate pipelines, 

A l a s k a ’s natural g a s  exists w i t h i n  a  c l o s e d  m a r k e t .  A n  existing p i p e l i n e  w i t h  sufficient 

c a p a c i t y  a l r e a d y  transits P o i n t  M a c K e n z i e  to s u p p l y  A n c h o r a g e .

P o i n t  M a c K e n z i e  also offers a m p l e  industrial land, a  d e e p w a t e r  p o r t  site a n d  

a d j a c e n t  utilities. T h e  M a t a n u s k a - S u s i t n a  B o r o u g h  h a s  a  sufficiently large l a b o r  p o o l  

for t h e  project.

T h i s  industrial site is strategically p l a c e d  for e m e r g i n g  f o r e i g n  a n d  d o m e s t i c  m a r k e t s  

o n  t h e  Pacific R i m .  T h e r e  are currently 4 2  M i d r e x  plants w o r l d - w i d e ;  b u t  n o n e  o n  

t he w e s t  c o a s t  o f  the A m e r i c a n  C o n tinent.

M o s t  M i d r e x  facilities are l o c a t e d  in t h i r d - w o r l d  countries d u e  to t h e  availability 

o f  i n e x p e n s i v e  natural g a s  o n  l o n g - t e r m  contracts. T h e s e  M i d r e x  facilities are 

s u b ject to political instability w h e r a s  t h e  stable politics o f  N o r t h  A m e r i c a  are 

attractive to M i d r e x .



T h e  M i d r e x  P r o j e c t

M i d r e x  i s  a  s u b s i d i a r y  o f  

J a p a n ’s  K o b e  S t e e l

T h e r e  a r e  4 2  M i d r e x  f a c i l i t i e s  w o r l d - w i d e

P l a n t  c a p i t a l  i n v e s t m e n t  i s  $ 2 0 0  M i l l i o n

P l a n t  w i l l  r e q u i r e  1 2 0  f u l l - t i m e  e m p l o y e e s

B o r o u g h  h a s  c o m m i t t e d  l a n d

P r o j e c t  w i l l  b e c o m e  a n c h o r - t e n a n t  

f o r  t h e  p o r t  i n d u s t r i a l  a r e a

A l a s k a ’s  f i r s t  F T Z  a n d  i m p o r t / e x p o r t  

v a l u e  a d d e d  m a n u f a c t u r i n g  p r o j e c t



T h e  M i d r e x  P r o c e s s

I r o n  o r e  i n  t h e  f o r m  o f  p e l l e t s  o r  l u m p s  

a r e  t r a n s f o r m e d  t o  h o t  b r i q u e t e d  i r o n  

( H B I )

N a t u r a l  g a s  i s  u s e d  t o  r e d u c e  t h e  i r o n  o r e

D i r e c t  r e d u c t i o n  r e m o v e s  o x y g e n  f r o m  

t h e  i r o n  o r e  a n d  a d d s  s o m e  c a r b o n  t o  

f o r m  h i g h l y  m e t a l l i z e d  p r o d u c t

9 2 %  o f  t h e  n a t u r a l  g a s  i s  u s e d  a s  

c h e m i c a l  f e e d s t o c k .  O n l y  8 %  i s  u s e d  

a s  c o m b u s t i o n  f u e l .



P o i n t  M a c K e n z i e  

A d v a n t a g e s

C l o s e  s u p p l y  o f  n a t u r a l  g a s  

( 5 0  m i l l i o n  c u b i c  f e e t / d a i l y )

S u f f i c i e n t  l o w - c o s t  i n d u s t r i a l  l a n d

D e e p - w a t e r  p o r t  s i t e  w i t h  e x i s t i n g  

C o r p s  o f  E n g i n e e r s  4 0 4  P e r m i t

S t r a t e g i c  l o c a t i o n  f o r  e m e r g i n g  m a r k e t s  

i n  J a p a n ,  C h i n a ,  P a c i f i c  N o r t h w e s t

U S  p o l i t i c s  a r e  r e l a t i v e l y  s t a b l e



A l a s k a ’ s  

N a t u r a l  G a s  A d v a n t a g e

•  A l a s k a  g a s  e x i s t s  i n  a  c l o s e d  m a r k e t

•  G a s  s e l l e r s  w i l l i n g  t o  n e g o t i a t e  

l o n g - t e r m  c o n t r a c t s

•  C o n t r a c t  p r i c e  m a y  b e  i n d e x e d  t o  

s t e e l  p r i c e s  f o r  s t a b i l i t y

•  G a s  c a n  b e  d i v e r t e d  f r o m  M i d r e x  

d u r i n g  p e a k  d e m a n d

•  E x i s t i n g  p i p e l i n e s  h a v e  

s u f f i c i e n t  c a p a c i t y



A I D E A M i d r e x M A T - S U

F i n a n c i n g

P u b l i c

I n f r a s t r u c t u r e

D e v e l o p m e n t

O v e r s i g h t

•  P l a n t  D e s i g n ,  

C o n s t r u c t i o n  

a n d  F i n a n c e

•  G a s  L i n e  

I n t e r t i e

•  M a r k e t  

C o n t r a c t s

•  L a n d

•  G e n e r a l  

B o r o u g h  

S e r v i c e s

•  C o n s t r u c t i o n  

M a n a g e m e n t



A I D E A  F u n d i n g

1) B u i l d  d o c k  in - 6 0  M L L W  w i t h  4  M o o r i n g  D o l p h i n s $ 8 , 0 0 0 , 0 0 0

2) B u i l d  1 4 0 0 '  trestle t o  d o c k 6 , 0 0 0 , 0 0 0

3 )  D e v e l o p  s m a l l  s t a g i n g  a r e a  at f o o t  o f  d o c k 5 0 0 , 0 0 0

4 )  B u i l d  4 0 0 0 '  p l u s  a c c e s s  r o a d  d o w n  bluff 1 , 0 0 0 , 0 0 0

5) G r a d e  u p l a n d s  site f o r  M i d r e x 3 , 0 0 0 , 0 0 0

6 )  Install b a s i c  w a t e r  s y s t e m  for fire, etc. 4 0 0 , 0 0 0

7 )  M o b i l i z a t i o n  a n d  D e m o b i l i z a t i o n 3 , 0 0 0 , 0 0 0

7 )  2 5 %  c o n t i n g e n c y

Basis: S t a n d a r d  c o n t i n g e n c y ,  all s t u d i e s 4 , 7 2 5 , 0 0 0

S u b - T o t a l  B o n d i n g $ 2 6 , 6 2 5 , 0 0 0

8 )  M a t e r i a l s  H a n d l i n g  S y s t e m

I r o n  S t a c k e r  c / w  B e r m s  a n d  Rail 1 , 3 0 0 , 0 0 0

B r i q u e t t e  S t a c k e r  c / w  B e r m s  a n d  Rail 2 , 0 0 0 , 0 0 0

M o b i l e  E q u i p m e n t 1 , 8 0 0 , 0 0 0

C o n v e y o r  S y s t e m 5 , 0 0 0 , 0 0 0

T r a v e l i n g  H o p p e r s  (5 units) 2 5 0 , 0 0 0

T r a v e l i n g  S h i p l o a d e r 3 , 5 0 0 , 0 0 0

B u c k e t  E l e v a t o r  L o a d i n g  A t t a c h m e n t 1 5 0 , 0 0 0

G r a b  B u c k e t s  (3 units) 9 0 , 0 0 0

D u s t  C o n t r o l ,  W a t e r  C o l l e c t i o n 9 0 0 , 0 0 0

Fire P r o t e c t i o n 5 0 0 , 0 0 0

T e r m i n a l  B u i l d i n g s 8 0 0 , 0 0 0

F u e l  D i s p e n s i n g 2 5 , 0 0 0

A r e a  L i g h t i n g  S y s t e m 2 0 0 , 0 0 0

C o n t i n g e n c i e s 6 , 8 6 0 , 0 0 0

T o t a l $ 5 0 , 0 0 0 , 0 0 0



| MODULE 
CAPACITY 
OPTIONS

350.000 by 
to

1.200.000 t/y 
cf

Product

IRON ORE OPTIONS

ENERQY
OPTIONS

Thanks to its innovative design 

philosophy, the direct reduction 

technology that has set the standard 

for two decades remains vibrant and 

innovative today. Midrex stays on 

the leading edge of technology by 

listening to needs of the market­

place and responding with new 

process enhancements and plan, 
systems.

Tha t’s why the choice is yours 

w ith M IDREX " Direct Reduction 
Technology'. We are the direct 

reduction company that designs 

plants w ith you -  the customer-  

in mind.

To learn more about the worlds 

leading direct reduction technology, 

contact:
Cold DRI

• ’

HBI

•

Hot DRI Cold DRI 
And HBi

Cold DRI 
And Hoi DRI

Hot DRI 1 
And HBI I

I
| PRODUCT OPTIONs

Minimum
Water

Consumption

Internally
Generated
Electricity

Natural
Gas

Coke Oven 
Gas

By-Product
Gas

Naphtha

Standard
MIDREX
Reformer

Steam
Reformer

Plasma
Reformer

Partial
Oxidation
Reactor

Up To 10% 
Sized 
Fines

100%
Oxido
Pellets

Mixture Of 
Oxide Pellets 
And Lump Oro

100%
Lump
Oro

&
Akt SJh

Midrox Direct Reduction Corporation • 2400Charlotte Plaza • Charlotte, NC 28244 • USA 
Tel: (704) 371-1600 • Fax:(704)373-1611 • Tlx: 6827031 MIDRXUWM I D R E X

Quality Makes The Difference
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UAT
PRODUCTS

MIDREX
SHAFT

SPECIAL BAR 
PRODUCTSLADLE

METALLURGY
FACILITY

SEAMLESS
TUBE

DUCTILE IRON 
MALLEABLE IRON 
STEEL CASTINGS

FURNACE
Heading the agenda of a growing 

number o f iron and steelmakers in 

the 1990s is the search for an 
environmentally sound source of 

competitively priced high quality iron 

units. It ’s no wonder the MIDREX® 

Direct Reduction Process is attracting 

a lot of attention these days.

Fueled by clean burning natural 

gas, the MIDREX® Process is a less 

capital intensive alternative to the 

coke oven/blast furnace method of 

ironmaking and the most energy 

efficient large capacity' DR technology 

commercially available. Best o f all, it 

fits easily into any iron or steel 

operation, and MIDREX® Iron is 

beneficial to every ironcasting and 
steelmaking method.

To learn more about the MIDREX 

Process and MIDREX Iron, order a 

free subscription to Direct From Midrex, 

the journal of direct reduction, 

by contacting:

BLAST
FURNACE

1 PIG IRON

M I D R E X
Quality Makes The D ifference

Midrex Direct Reduction Corporation • 2400 Charlotte Plaza • Charlotte, NC 28244 1 
Tel: (704) 373-1600 • Fax: (704) 373-1611 • Tlx: 6827031 MIDRX UW

USA
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•According *0?. Kenneth Iverson, 
Chairman of Nucor Corporation:

"HBI w ouldn 't necessarily be used as < 
a total substitute for sc ra p ,... but by 
charging with 20 pet. HBI, we 
probably would be able to use more 
low er quality scrap than usual."
. 'z ' i i  ::r. ■ - " ;

Iron Age
February 1990

: J ;F ebm aryl990

According to Thomas Boklund, 
President of Oregon Steel Mills:

'Scrap supplies are adequate in the 
Northwest, but our concerns are w ith 
residuals and density ... w e need HBI 
to make the kinds of steels w e're 
committed to."

■!' 'ii
Iron Age 
February 1990

iuh<y*;

According to L. E. Belluchie, 
P resident of First M ississippi Steel:

'I 'm  going to pu t DRI direct feed 
system s on both furnaces."

Iron Age 
February 1990

• According to M etal B ulletin 's 
Editorial Page:

"W hat the DRI sellers should be able 
to offer, however, is m ore stability of 
prices for DRI than scrap."

"A steelworks fearing fluctuations in 
scrap prices might be tempted by DRI 
if its price is guaranteed m onths in 
advance,"

Metal Bulletin 
February 12,1990

M I D R C X
Quality Makes Tlw Difference

2400 Charlotte Plaza • Charlotte, N.C. 28244 USA 
Tel: (704) 373-1600 • Fax: (704) 373-1611 

Tlx: 6827031 MIDREX UW
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Recycling ferrous scrap may lie a cost 
effective way to make steel, but it 
certainly isn’t the “cleanest." Even 
the highest grades of scrap contain 
residual elements that can adversely 
affect important steel properties.
While steelmakers are facing increasingly 
stringent customer requirements, the 
q rality o f readily available scrap is 
hi oming a serious problem.

\ growing number of steelmakers 
a e turning to direct reduced iron 
(DRI) for relief. The use of highly 
metallized DRI such as MIDREX*
Iron has become an integral part of 
EAF operations in leading mills. It 
allows greater control o f product 
quality and increased flex ib ility in 
making scrap purchases. By including 
M l DR EX Iron in the charge, EAF 
steelmakers are successfully competing ’ 
in the large structurals, special quality 
bar, seamless tube, wire products and 
flat products markets.
To learn more about the 

benefits of using MIDREX 
Iron, the clean iron source of 
modern sreelmaking, contact:

/

■ h i p

rail

:©

Midrex Direct Reduction Coqtoration • 24CO Charlotte Plaza • Charlotte, NC 28244 
Tel: (704) 173-1600 • Fax: (704) 373-1611 • Tlx: 6827031 MIDRX UW

USA

Quality Makes The Difference



MIDREX® Direct Reduction Plants

Customer Location
Capacity 
(000 t/y) M odu les P roduct Start-up Status

QASCO

Middle East/North

Umm Said, Qatar

Africa

400 1 DRI 1978 Operating
ASCO Ahwaz, Iran 1,200 3 DRI 1985-92 Operating
HadeedI Al-Jubail, Saudi Arabia 800 2 DRI 1982-83 Operating
Hadeed II Al-Jubail, Saudi Arabia 650 1 DRI 1992 Operating
ANSDK El Dikheila, Egypt 716 1 DRI 1987 Operating
LISCO I Misurata, Libya 1,100 2 DRI 1989-90 Operating
NISCO Mobarakeh, Iran 3,200 5 DRI 1992-93 Operating (2)

SGI

Asia/Oceania

Labuan Island, Malaysia 650 1 HBI 1984

Commissioning (1) 
Construction (2)

Operating
Essar Steel I & II Hazira, India 880 2 HBI 1990 Operating
Essar Steel III Hazira, India 440 1 HBI 1992 Operating
NDIL Raigad, India 1,000 1 HBI 1994 Construction

Latin America

SIDERCA Campana, Argentina 330 1 DRI 1976 Operating
SIDOR I Matanzas, Venezuela 350 1 DRI 1977 Operating
SIDOR II Matanzas, Venezuela 1,275 3 DRI 1979 Operating
Acindar Villa Constitucion, Argentina 600 1 DRI 1978 Operating
ISCOTTI & II (OIL) Point Lisas, Trinidad & Tobago 840 2 DRI 1980-82 Oparating
MINORCA (OPCO) Puerto Ordaz, Venezuela 830 1 HBI 1990 Operating
VENPRECAR Matanzas, Venezuela 600 1 HBI 1990 Operating

North America

Georgetown Steel Georgetown, SC, USA 400 1 DRI 1971 Operating
Sidbec-Dosco 1 Contrecoeur, Que., Canada 400 1 DRI 1973 Idle
Sidbec-Dosco 2 Contrecoeur, Que., Canada 

Western Europe

600 1 DRI 1977 Operating

HSW Hamburg, Germany 400 1 DRI 1971 Operating
British Steel Hunterston, Scotland 

CIS/Eastern Europe

800 ha DRI 1979 Idle

OEMK Stary Oskol, Russia 

Africa

1,667 4 DRI 1983-88 Operating

Delta Steel Aladja-Ovwian, Nigeria 1,020 2 DRI 1982 Operating (1) 
Idle (1)

21,148 42

February 24,1993
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ALASKA'INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

480 WEST Tl IDOR * ANCHORAGE, ALASKA 99603-6690 • (907) 561-8050 - FAX (907) 561-8998

B U S I N E S S  A S S I S T A N C E  P R O G R A M  F A C T  S H E E T

What it is: A guarantee program on bank originated Joans for 1) new loans; and 2) 
refimmcq of existing loans.
Funds Covered: Outstanding principal balance and liquidation expenses not to exceed 
$1,000,000 cumulative.

Application Types:
A) Short Form -New loans of $75,000 or less

•Loan summary including banks’s loan approval form and a bank 
certification that credit has been checked and Is satisfactory is the required 
documentation. This streamlined approval process may be unsecured.
The loan guarantees are available to all Alaskan businesses, but targeted 
especially to assist entrepreneurs in rural areas.

B) Regular Form Application ~ All loans over $75,000.
•Documents required include loan sun jnary including bank's loan 
approval form; signe 1 loan application; financial statement; project 
description/use of proceeds detail; credit history; three years tax returns; 
appraisal; environmental risk assessment; and if a refinance, existing loan 
facts.

% •
Other Requirements:

A) 75% loan to value (LTV) maximum;
B) Terms: 1 - 20 years depending on security
C) Alaskan resident

1 1

Additional Information/Concerns:

•Since inception in 1988,5 loan guarantees ranging from $25,600 to $211,00 have 
been made. While under-utilized to date, changes made by ihe 1992 Legislature 
made bank-recommended improvements to the program and interest has 
increased.

•The Rural Development Initiative Fund (RDIF) established by the Legislature in 
1992 through SB 238 and is operated jointly by the Department of Community 
and Regional Affairs uid AIDEA. The RDIF was designed to assist rural Alaskan 
entrepreneurs who may not currently be served by commercial financial 
institutions. The Business Assistance program is key to facilitating the RDIF.

•The Business Assistance program is scheduled to sunset on July 1, 1993. Despite 
its limited use to date AIDEA believes the Business Assistance program is a 
helpful "tool" to assist in developing and expanding small businesses throughout 
Alaska
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AFSC PROJECT BUDGET/SCHEDULE

B U D G E T

N E W  T A N K S ,  P U M P I N G  F A C I L I T I E S ,  

P I P E L I N E S

P L A N T  N O .  5 D E M O B I L I Z A T I O N

N E W  O P E R A T I O N A L  B A S E  A N D  G A R A G E

P L A N T S  N O S .  2 &  3 D E M O B I L I Z A T I O N

S U B T O T A L

B O N D  S A L E  C O S T S ,  R E S E R V E S ,  
C A P I T A L I Z E D  I N T E R E S T

T O T A L

$ 2 0  M I L L I O N  

$ 1 M I L L I O N  

$ 5 M I L L I O N  

$ 4 M I L L I O N  

$ 3 0  M I L L I O N

$ 1 0  M I L L I O N  

$ 4 0  M I L L I O N

S C H E D U L E

1 9 9 3 - 9 5

1 9 9 4 - 9 5

1 9 9 5 - 9 7

1 9 9 6 - 9 7



AIDEA DUE. DILIGENCE (AS 44.88)

F I N D I N G S  T O  IN C L U D E :

1. P R O J E C T  I S  E C O N O M I C A L L Y  A D V A N T A G E O U S  T O  T H E  S T A T E  A N D

P U B L I C  W E L F A R E .

2. A F S C  I S  F I N A N C I A L L Y  R E S P O N S I B L E
* A I R L I N E  C R E D I T  A N A L Y S I S  -  B Y  P U B L I C  F I N A N C E  M A N A G E M E N T

3. P R O J E C T  I S  F I N A N C I A L L Y  F E A S I B L E
* F E A S I B I L I T Y  A N A L Y S I S  B Y  K P M G - P E A T  M A R W I C K

4. E M P L O Y M E N T  C R E A T I O N / R E T E N T I O N

5. C O M P L I A N C E  W I T H  L A W

6. B O N D S  W I L L  N O T  A D V E R S E L Y  A F F E C T  O T H E R  C R E D I T  I N S T R U M E N T S

O F  T H E  S T A T E

7. O T H E R  R E Q U I R E M E N T S  O F  A S  4 4 . 8 8



KEY PROJECT BENEFITS

A N C H O R A G E  I N T E R N A T I O N A L  A I R P O R T  F U E L  S T O R A G E  R E L O C A T E D  - 

N E W ,  M O D E R N ,  E N V I R O N M E N T A L L Y  I M P R O V E D  S Y S T E M

A I R P O R T  F U E L  S T O R A G E  I N C R E A S E D  F R O M  2 M I L .  G A L L O N S  T O  12 

M I L .  G A L L O N S .

S Y S T E M  S I Z E D  F O R  G R O W T H  - A S S I S T S  A I R P O R T  M A R K E T I N G  

C O N S T R U C T I O N  E M P L O Y M E N T  - M U L T I P L E  Y E A R  C O N S T R U C T I O N  

S T A B I L I Z E D  O P E R A T I O N  E M P L O Y M E N T  

A I R P O R T  A U T O  T R A F F I C  F L O W  I M P .



5.gnalu,e FlighlSuppo,l Thomas J. Mushovic
West Inlernalianal Airport Road Partner

P.O. Box 190246 
Anchorage, AK 99519-0246

Tel 907.243.4322 
Fox 907.248.3360

E. A. “ F red" Ketzeback
Director, Fuel AdminLcrjtion

A l a s k a  A i r l i n e s
P.O. Box 68900 
Seattle, Washington 98168 

■L (206) 433-3168
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4  ^  MAPCO ALASKA PETROLEUM inc.
March 22, 1993

:ir. William R. Snell Executive Director ,:IDEA4oO West Tudor Anchorage, AK 99503
Dear Mr. sn e l l:
I  am writing th is  le t te r  to express MAPCO ALASKA PETROLEUM In c . 's  
fmapco) support for the newly proposed a irc ra f t  fueling f a c i l i t i e s  at the Anchorage International Airport. I t  is  MAPCO's und«rstanding that the f a c i l i t i e s  w i l l  be financed by the Alaska In dus tr ia l Development and Export Authority (AIDEA) and operated by the Anchorage Fueling and Service Company, the operator of the f a c i l i t i e s  which are in existence today.
MAPCO fee ls  th is  fueling project w i l l  be a valuable addition and is  needed to modernize the fueling system at the Anchorage International Airport. The planned modification w i l l  address the increased fueling requirements of cargo operators.
MAPCO supports th is  project in part as we fee l i t  w i l l  allow sub s tan t ia l ly  improved operational methods of delivery for our product. A pipeline from the Port of Anchorage, rather than the current d a i ly  ra i lc a r  de live r ie s , w i l l  enhance our productivity and a b i l i t y  to de live r je t  fuel to our customers.
MAPCO i s  encouraged by the s ta te 's  support of economic development within Alaska and encourage economic development. The new fueling f a c i l i t i e s  at the Anchorage International Airport not only should provide a stab le and safe work environment for those employees who d ire c t ly  or ind ire c t ly  serve the airport, but also provides improved in frastructure necessary to promote Alaska as an international a ir  crossroad and destination.
I  hope th is  addresses your concern and should you have any additional questions please fee l free to le t  me know.
Sincerely,

Bonnie J./Garner Aviatiorr Fuel Sales Manager
/ b g

C:\WP\DATA\AIDEA
1076 OCEAN DOCK ROAD •  ANCHORaCE. ALASKA 99501-1199 

PHONE (907)276-4100 •  TELECOPY (907) 276-3S83
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Hi red nr, Fuel Seiviros

Northwest A ir line s , Inc. 612 727-4612 N O R T H W E S T  A I R L I N E S
Department A4195 612 726-4S51 Fax
5101 Northwest Drive 
St. ft iu l, MN 55111-3034

April 2, 1993

Mr. William R. Snell 
Executive Director
Alaska Industrial Development and Export Authority 
480 West Tudor 
Anchorage, AK 99503

Dear Mr. Snell:

i his letter is to express our support for your assistance in obtaining state funding for a proposed 
new fuel facility at the Anchorage International Airport.

Northwest Airlines has an extensive base of operations in Anchorage: in 1992, our payroll to 
Alaska employees was approximately 52,432,000, and our property and fuel taxes were 
$673,500. We delivered 92,000 thousand passengers and originated/terminated 12.6 m illion  
pounds of cargo. (We average five 747’s per day stopping in Anchorage, each dedicated solely to 
cargo.) Our concession fees at the Anchorage airport exceed $950,000 per year.

Perhaps most importantly for purposes of this discussion, we purchased approximately 
$32,000,000 in je t fuel from Alaska refiners and fuel vendors.

Controlling costs for these operations is crucial to our continued levels of service in Alaska. The 
expenses for handling the fuel at the Anchorage airport are of critical concern to us, as we have 
clearly identified a major modernization project that must be undertaken.

We strongly appreciate your continued assistance in developing the legislative support to obtain 
financing for this project.

Sincerely,

Thomas L. Schaefer

cc: Fred Kclzeback, Chairman of the Board, Anchorage Fueling and Service Company
Executive Committee, Anchorage Fueling and Service Company 
Tom Mushovic, General Manager, Signature Flight Support
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April 2, 1993

M r .  R U e y  Snell 
E x e c u t i v e  Director 
A l a s k a  Industrial D e v e l o p m e n t  

a n d  E x p o r t  Authority 
480 W e s t  T u d o r  

A n c h o r a g e ,  A K  99503

D e a r  M r .  Snell:

I appreciate the time y o u  h a v e  t a k e n  to meet with m e m b e r s  of A n c h o r a g e  F ueling 
a n d  Service C o m p a n y  to discuss the p r o b l e m s  associated with the required 
relocation of the t a n k  f a r m  at A n c h o r a g e  International A i r p o r t . While the 
p r e f e r r e d  airline alternative w o u l d  b e  to maintain the status quo, s u c h  a n  

alternative a p p e a r s  to b e  closed.

A s  y o u  are a w a r e ,  fuel constitutes o n e  of the most significant e x p e n s e s  a n  airline 

incurs a n d  without a highly efficient system, not only will the cost for the airlines 

increase b u t  the competitiveness of A n c h o r a g e  International will also suffer.

While significantly greater v o l u m e s  of fuel are uplifted b y  the international 
carriers a n y  interruption or Increased costs will likewise impact the local 
carriers. A s  of late the domestic carriers h a v e  b e e n  incapable of p a s s i n g  o n  
h i g h e r  costs, m u c h  less their o n g o i n g  operating costs, to the travel’ g public, 
a b s o r b i n g  t h e m  instead as losses. A n y  increase in costs will m erely c o m p o u n d  

this already dismal situation.

A n y  assistance the Authority c a n  provide for this required relocation of the t a n k  

f a r m  will b e  v e r y  m u c h  ap p r e c i a t e d .

Director, Project Financing

(907) 243-1414 • 000-544-0181 • Telex; 090-25274 MARKAIR AHG 
P.O. Box 196769 • 4100 W. Internalional Airport Road • Anchorage. Alaska 99519-6769
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TheO F
COnSOLIDRTED FREIGHTIDRVS, inc. Company

April 1, 1993 Via Fax
Fax 907-248-3360 
Atm: Toni Mushovic

Mr. William R. Snell 
Executive Director
Alaska Industrial Development and Export Authority 
c/o AFSC

Dear Mr. Snell:

We at Emery Worldwide are vitally interested in the upgrading of the Anchorage 
International Airport Jet Fuel Storage and De’.very System. Anchorage is the preferred 
"tech stop” on our flights to/from the North Pacific area and an efficient aircraft fueling 
system is a critical component.

W e're also very pleased that AIDEA is supporting our efforts for Alaska state funding 
of this upgrading project.

Thank you for your support.

Thomas A. Mayer 
Manager
Aviation Fuel Purchasing

TAM/bon
107.127

cc: Fred Ketzeback - Alaska Airlines - SEA

5jnr<»r»>Iv

1020 MAHSH ROAD. SUITS 200. ME-NI.O RAI1'. CA 9402S 327 0730

TOTQI P Q R P  R H P  * *



ivouutrj.jJKUA 
V1CU I'RUSIIHiNT.ru nu c  ArrAins

M arch 31 ,1953

The H onorable Drue Pearse 
C o-chalr Senate Finance Com m ittee  
State C ap itol Building  
Juneau, A laska 99801

D ear.Senator Pearse:

A laska A irlines fu lly  supports SB 171 authorizing the A laska Industrial 
D evelop m en t and Export A uthority to issue up to $40 m illion  in  bonds 
to d esig n  and construct a new  jet fuel storage facility at Anchorage 
International A irp o rt

T h ese facilities are necessary to ensure an adequate su p p ly  o f ]et fuel to 
su p p o rt dom estic and international air traffic at A nchorage  
International Airport. T hey w o u ld  also provide a reliable and  
en v iron m entally  sou nd  fu e l storage and distribution system  for m any  
decades.

A  reliab le Jet fuel su p p ly /d istr ib u tion  system  is required at any  major 
airport as it is the lifeline for any airline operation. A n inadequate jet 
fu e l sy stem  constricts an airport and any potential for growth for the 
su rrou n d in g  com m unities it supports. Anchorage International 
A irport is the major international airport in  the State o f A laska as w ell 
as the prim ary hub  for flights betw een the low er 48 and outlying  
A lask a  com m unities for d om estic  airlines. Anchorage International 
A irport's continued success benefits the State o f Alaska as a w h ole by  
attracting passenger and cargo air carriers generating visitors and jobs.

S in cere ly , _______

n o  X A it ' H i  0 S P A T T I J ,  W  A  V H I G 8 - 0 V 0 0 / 2 0 (f • 4 .1 1 • ,1 8 0 S ■



A I R W A Y S ,  I N C .

BERING SEA

PRIBILOF

ANCHORAGE

HEIDEN

+  T j ik o ls k i
SAND POINT

April 2, 1993

ATTU
SHEMYA "V

AIDEA
Mr. William R. Snell 
Executive Director

AFSC Request for 
Funding through AIDEA

AFSC and the Anchorage Airport in turn is in need of funding 
through your facility so as not to delay this tank farm expansion to 
proceed as soon as possible. At present the airport fuel is supplied 
by a small fuel line from Anchorage dock, which has been in service 
for many years, and by railroad tank cars. Should something happen 
to this fuel line under present useage the airport would be in a bad 
way for fuel.

With the new proposed tank farm it will be able to tie into the 
much larger newer pipeline from Nikiski to the Anchorage dock. This 
will cut down the delivery time of fuel to the airport and eliminate 
the troublesome use of railroad tank cars that are necessary now.

As a long time operator at Anchorage International Reeve Aleutian 
Airways, Inc. wholeheartedly support this request of AFSC and hope you 
will look favorably to a very necessary worthwhile project.

Respectfully,

REEVE ALEUTIAN AIRWAYS, INC.

Robert L. Hanson
Sr. Vice President of 45 years

4700 W. INTERNATIONAL AIRPORT RD. • ANCHORAGE, ALASKA 99502-1091
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United Parcel Service 400 Perimeter Center -  Terraces North
Atlanta, GA 3C346 

(404)913-6000

A p r i l  1 , 1993

M r- W il l ia m  R . S n e l l  
c / o  T on  M u sh o v ic  
S ig i r a t u r e  A v i a t i o n  
a n c h o r a g e  A la s k a

D e a r  M r. S n e l l
-• •U n i t e d  P a r c e l  S e r v i c e  h a s  s e e n  i t s  A iK lK )rage ;Airport:;^v!} . 

o p e r a t i o n  g ro w  s i g n i f i c a n t l y  o v e r  t h e  years'■■•w ith  --o o fr /iia s t# ; . 
r e c e n t  e x p a n s io n  b e i n g  a  new f a c i l i t y  a t ^ b t e /H o r t b ^ A lr ; 
P a r t .  O ur j e t  f u e l  c o n s u m p t io n  l i k e w i s e  h as' i n c r e a s e d  
s i g n i f i c a n t l y  t o  n a t c h  t h e  i n c r e a s e  i n  f l i g h t ^ a c t i v i t y .

We. a r e  v e r y  s u p p o r t i v e  o f  t h e  e f f o r t  o f  tte ;.& o cto o ra g e . 
F u e l i n g  a n d  S e r v i c e  Company t o  c o n s t r u c t  hew; j e t  " f u e l  
s t o r ag e  f a c i l i t i e s  a t  t h e  a ir p o r t *  W® o f  c x w r ^ ! -w o u ld  ( 
l i k e  t o  fu n d  t h e  c o n s t r u c t i o n  o f  t h e s e  f a c i l i t i e s . i w i t h  t h e .  
m o s t  a t t r a c t i v e  f i n a n c i n g  a v a i l a b l e  i n  t h e  m a r k e ts

H e w o u ld  a p p r e c i a t e  y o u r  e f f o r t s  i n  m a k in g  t h i s  ;p r o je c r t  a  
r e a l i t y .

S i n c e r e l y ,
l.-.-.'-.v a'-

J e f f  H; R id in g s  
M a t e r i a l s  M an agem en t  
E nergy: P u r c h a s in g ;

. '• :1

i .. :*i *. t
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Apr. 01, 1993

Hr. William R. “Ri ley"  SnelI 
Executive Director 
Alaska Industrial Development 

and txport Authority

Subject:Request for your strong support to pass the legislat ion for 
the funding of the Anchorage Fueling and Service Company 
f a c i l i t i e s  at Anchorage International Airport.

Dear Mr. Vt. R. Snel I ;

Regarding the captioned subject, I understand that the meeting among 
the representatives of the Alaska State Senate, the Alaska industrial 
Development and Export Authori ty and us, AFSC is to be held at 13:00 

through 17:00 on April 03 at Juneau, whose purpose is that the Senate
Finance committee could f ind how important this project is for not only
AFSC but also for the Sate of Alaska and the Anchorage International 
Airport to promote their greater prosperity in the future.

As one of the air l ines whose up I i f t - voIume of j e t  fuel at Anchorage is 
always at top three's,  we, Japa,. A ir l ines Co., Ltd. would l ike you to 
f u l l y  understand that without this funding by the state i t  is quite 
d i f f i c u l t  to go further towards the goal, which is to meet the 
integration plan of the airport and the enviromental requirement in the 
state.

To take a look at JAL ' s operational plan to and from Anchorage, i t  is 
anticipated that in the f i v e  years'  range to come, the total number of 
f l i g h t s  there w i l l  not change to dramatically, .in other words, total  
up I i f t - voIume required there wi l t  be always among top 3 ' s.
In a short this project with the funding by the state is essential for
JAL so that the airport of Anchorage is to be always kept in a good 
order and shape, by which the je t  fuel can be supplied to us securely.

-  1 -
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Mr. William R. "R i l e y” Snell 
Executive Director, AIDEA 
Apr. 01, 1993 

Page- 2

Thus the success of this project with the funding by the State shall 
be essential for not only the Anchorage Fueling and Service Company as 
a whople but also for us, Japan Air l ines as an indivisual.

In this connection we shall be very much oblidged if you could give 
us your fu l l  support for obtaining the approval of the funding by the 
state in the next Legis lat ive to be held in this May.

A p p re c ia t i n g  once a g a i n  your usua l coope ra t io n  to  us, we remain ,

Sincerely Yours,

Shigeru Kobayashi 
Senior Director, Fuel Department 
Japan A i r l ines Co., Ltd.
Tokyo, Japan

/Sk

- 2 -
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Alaska State Legislature

3111 C Strest, Suite 150 During Session:
Anchorage, Alaska 99503 P.O. Box V

(907) 561-2038 1 Juneau, Alaska 99811
S V  (907) 465-4993

Senator Drue Pearce
D is ir ic t G

To: Senator Tim Kelly , ChairmanSenate Labor &
From: Senator Drue P
Date: March 18, 1993
Re: Scheduling of Senate B i l l  171 in Senate Labor andCommerce Commitree.
Senate B i l l  171 has been referred to the Senate Labor and Commerce Committee. I  consider th is  b i l l  one of my highest p r io r i t ie s  and would appreciate any assistance you could give in scheduling th is  b i l l  at the e a r l ie s t  possible date.
I f  enacted, SB-171 would achieve two things. Section one of the b i l l  g ives le g is la t iv e  approval to the Alaska In du s tr ia l Development and Export Authority to authorize the issuance of revenue bonds, up to $40 m illion , to finance the acqu is it ion , design, and construction of public use a ir c ra f t  fue ling f a c i l i t i e s  locar.ed at Anchorage International Airport.
Section two of the b i l l  extends the sunset date of AIDEA's Business Assistance Fund to July 1, 1996 from the current sunset date of Ju ly 1, 1993.



D uring Intanm :

3111 C Street. Suite 150 
Anchorage. AK 99503-3925 

(907) 561-2038 
Fax (907) 561-4194

Alaska State Legislature

Senator Drue Pearce
District F

D uring Session: 

State Capitoi 
Juneau. AK 99S01-1182 

(907) 465-4993 
Fax (907) 465-3S72

SPONSOR STATEMENT 
FOR SB 171

If enacted, Senate Bill 171 would accomplish two key objectives 
related to the Alaska Industrial Development and Export Authority 
(AIDEA).

Section one of the bill gives legislative approval to the AIDEA to 
authorize the issuance of revenue bonds, up to $40 million, to finance 
the acquisition, design, and construction of public use aircraft 
fueling facilities located at the Anchorage International Airport.

Section two of the bill extends the sunset date of AIDEA's Business 
Assistance Fund to July 1, 1996 from the current sunset date of 
July 1, 1993.
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SB 171: "A n  A c t re la tin g  to  the con tracting  and financing
a u th o r ity  o f the A laska  In d u s tr ia l D evelopm en t and 
E x p o r t A u th o r ity , g iv in g  app ro va l o f the issuance o f 
th e  a u th o r ity ’s revenue bonds, and de la ying  the 
te rm in a tion  date o f the a u th o r ity ’s business 
assistance program ; and p ro v id in g  for an e ffec tive  
date.
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The bill as proposed provides authority for the Alaska Industrial Development 
and Export Authority (AIDEA) to issue up to $40,000,000 in bonds to finance 
the acquisition, design, and construction of public use aircraft fueling facilities 
at the Anchorage International Airport. The bill also provides a procurement 
exemption under AS 36.30 as allowed under AS 36.30.850(b)(8). This would 
authorize AIDEA to work through the Anchorage Fueling and Service 
Company (ASFC), the owner of the existing fueling facilities, to obtain 
information and services to develop a finance plan, and to manage the design 
and construction of the project. Design and construction contracting will be 
performed on a competitive basis.

The purpose of the project is to construct a new jet fuel storage tank farm and 
distribution system to accommodate future projected airline growth. The 
existing facilities are old, potentially unreliable and out-of-date as to 
environmental safety. In addition, the site of ASFC’s existing system is 
required for airport expansion which includes roadway/traffic improvements.

The bill also extends the sunset date of the Authority’s business assistance 
program until July 1,1996. The program provides an 80 percent guarantee on 
bank originated loans up to $1 million. The business assistance program is a 
helpful financial "tool" to assist in the development and expansion of small 
businesses throughout Alaska. In addition, the business assistance program 
is key to facilitating the newly created Rural Development Initiative Fund 
(RDIF) which is operated jointly through the Department of Community and 
Regional Affairs and AIDEA. The RDIF was designed to assist rural Alaskan 
entrepreneurs who may not currently be served by commercial financial 
institutions.

AIDEA fully supports SB 171.

Fuhs, Ctfmrnissioner^
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Mr. Riley snell DirectorAlaska Industria l Development Authority 480 w. Tudor Road Anchorage, Alaska 99503
Subject: Tesoro Alaska Support of S.B. 171

Dear Mr. Snell:
As per our recent discussion, Tesoro Alaska supports the successful passage of Senate B i l l  171 which w i l l  fa c i l i ta te  financing of needed a ircra ft fueling fa c i l i t ie s  at the Anchorage International Airport. These improvements are needed and w i l l  enable Alaska’s support f a c i l i t ie s  to keep pace with the current and future needs of the a ir cargo and passenger services. The resu lt provides benefits to a l l  Alaskans.
We w i l l  attempt to follow the progress of th is leg is la tion and w i l l  be available to ass is t your efforts as appropriate. I  w i l l  not be able to be in Juneau next week for your planned hearing; however on behalf of Tesoro Alaska please feel free to communicate our support.
I f  we may be of any future assistance In th is , or any other matter, please do not hesitate to contact me.

Sincerely,

Senior vice President
cc: Senator Drue PearceSenator Loren Leman Senator Johnny E l l i s  Senator Dave Donley

Taaoro AieMU Pttrowum Company, P.O. Bo* 19«78, Anohor^, 8061*0772 (807) 561-5621 FAX (907) 961.5047
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HOI1KKTJ. JIRSA 
VICE l'l'liSlOriNT, 
n m u c  a ffa ir s

March 31,1993

The Honorable Drue Pearse 
Co-chair Senate Finance Committee 
State Capitol Building 
Juneau, Alaska 99801

Dear.Senator Pearse:

Alaska Airlines fully supports SB 171 authorizing the Alaska Industrial 
Development and Export Authority to issue up to $40 million in bonds 
to design and construct a new jet fuel storage facility at Anchorage 
International Airport.

These facilities axe necessary to ensure an adequate supply of jet fuel to 
support domestic and international air traffic at Anchorage 
International Airport. They would also provide a reliable and 
environmentally sound fuel storage and distribution system for many 
decades.

A  reliahle jet fuel supply/distribution system is required at any major 
airport as it is the lifeline for any airline operation. An inadequate jet 
fuel system constricts an airport and any potential for growth for the 
surrounding communities it supports. Anchorage International 
Airport is the major international airport in the State of Alaska as well 
as die primary hub for flights between the lower 48 and outlying 
Alaska communities for domestic dr lines. Anchorage International 
Airport's continued success benefits the State of Alaska as a whole by 
attracting passenger and cargo air carriers generating visitors and jobs.

Sincerely,

B O X  6 0 0 0  S E A T T I .  K . W A  0 « I 6 8 . 0 D 0 0 / 2  0 (. • 1 .1 I . ,1 8 0 5
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ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

480 WEST TUDOR • ANCHORAGE, ALASKA 99503-8690 • (907) 561-8050 • FAX (907) 561-8998

March 22.1993

The Honorable Senator Drue Peaic?
Alaska State Legislature 
State Capitol 
Juneau, AK  99811

Dear Honorable Senator Pearce:

I would like to take this opportunity to provide you with an update on the Rural 
Development Initiative Fund (RDIF) loan program, As you will recall, the RDIF 
program was established by the Alaska Legislature in 1992 to provide business loans to 
mral Alaskans. The RDIF program targets small businesses that may not be eligible for 
traditional commercial financing.

Throughout the latter part of 1992 AIDEA worked closely with commercial lenders and 
the Department of Community and Regional Affairs (DCRA) in finalizing the emergency 
regulations and other administrativ details of the program. Working in concert with 
DCRA we produced a brochure for statewide distribution and also bought air time for a 
paid public service announcement on the Alaska Public Radio Network, whose member 
stations reach virtually every part of mral Alaska. The response has been overwhelming.

DCRA has been literally flooded with loan applications (over 300). Interest has been so 
high thar radio announcements were canceled after running less than three weeks. Total 
FY  93 funding far the RDIF program was $500,000. We share concerns with DCRA that 
given limited program funding and a maximum loan amount of $100,000 ($200,000 for 
two or more borrowers), the RDIF program will run out of money in a few month? It is 
critical that there is not a ,ap in available funding for RDIF loans during the first year of 
lending activity.

The program also fcw. > an additional challenge: the RDIF program operates under 
AIDEA's Business Assistance Program, which Is scheduled to be sunset on July 1, 1993. 
AIDEA fully supports the language in HB 110 and companion bill SB 79 which extends 
the sunset date to July 1, 1994. In our letters of February 17 and March 8, we provided 
the House State Affairs Committee and the Senate Health and Social Services Committee 
respectively with an overview of the Business Assistance Program. To date the Business 
Assistance Program has been underutilized but remains a valuable tool to assist in 
developing and expanding small businesses throughout Alaska. At the request of 
financial institutions, changes were made to the Business Assistance program in 1992 
under SB 226 and the Authority has seen an increased interest in the program.

I am enclosing a copy of the RDIF brochure. If I can answer additional questions about 
this exciting new program, or about our Business Assistance Program, please do not 
hesitate to contact me.

Sincerely,

/ Executive Director Dept, of Com. and Regional Affairs
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ALASKA INDUSTRIAL DEVELOPMENT 
AND EXPORT AUTHORITY

480 WEST TUDOR • ANCHORAGE. ALASKA 99503-5690 • (907) 561-8050 • FAX (907) 561-8998

PROJECT FACT SHEET: Anchorage Fueling and Service Company
Tank Farm and Distribution Facilities

DATE: November 25, 1992

STATUS: The Legislature railed to act on bonding authority for this project in 1992. 
AIDEA may seek bonding approval in 1993.

P R O J E C T B U D G E T :  £40 million

SOURCE OF FUNDS: Revenue bonds sold by AIDEA

PURPOSE: To construct a new jet fuel storage tank farm and distribution system in order 
to accommodate future airline growth. The site of the existing system is needed for airport 
expansion. Existing facilities are also old and notenbally unreliable or environmentally 
unsafe.

PARTICIPANTS: AIDEA may finance the relocation and construction of the new tank 
farm and distribution system at Anchorage International .Airport.

BACKGROUND: The existing tank farm and distribution facilities must be removed due 
to planned airport expansion and roadway/traffic improvements at the airport The existing 
facilities also cannot accommodate future airline growth and old pipelines should be 
replaced to guarantee an uninterrupted supply of jet fuel to the airport and to eliminate the 
possibility of an environmental problem. The new facilities would be modem, efficient 

• safe, and environmentally sound

ECONOMIC EFFECTS: The new facilities would support increased activity at Anchorage 
International Airport and ensure a stable work environment for more than 100 employees.

SOCIAL EFFECTS: The project would ensure continued fuel service to the airport, while 
also ensuring operations that are safe .0 the environment and to workers.

SCOPE OF PROJECT: The new tank farm would consist of three 100,000-barrel tanks, 
pumps, fillers, operations building, and an on-ramp truck loading island New piping 
would be laid to tic into the Nildsid pipeline, replace the Port of Anchorage pipeline, and 
reroute the hydrant fueling system piping. The project would also include demolition of 
existing facilities and any necessary environmental remediation.
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Date of 5-Day Notice:

SENATE COMMITTEE REPCpT
‘ FIRST COMMITTEE OF REFERRAL

FURTHER: (FINANCE

DATE TURNED 
INTO OFFICE:(in accordance with Uniform Rule 23)

L&C Committee considered SB 171

"An Ac/relating to the contracting and financing authority of the Alaska Industrial Development and 
Export Authority giving approval of the issuance of the authority’s revenue bonds, and delaying the 
termination date of the authority’s business assistance program; and providing for an effective
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