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CGMfVIITTEE REPORT
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Date:
Mr. President:
The Committee on FINANCE has had HCS for SB 269 (2d Fin)

Sal" of royalty oil by the State of Alaska to Chevron, U.S.A
efd

., Inc.

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

[~*3 do pass [ 1 do not pass
[ 1 do pass with attached amendments(s)

i ] same title
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[ 1] AND attaches a "Letter of Intent” [ 1 New Fiscal Note
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[ 1 referred to the Committee
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Alaska State Legislature

Senate Pouch v
) State Capitol
Official Business Committee on fINANCE Juneau, Alaaku 99811

May 24, 1984

Mr. President:

The Senate Finance Committee has considered the House

amendments embodied in HCS for SB 269 (2d Finance) and

the accompanying House Letter of Intent and recommends
that therdTulLSerraize concur in >T J -
Sen. Don Bennett

Co-chairman ! chairman

k Ferguson



Alaska State Legislature

Senate

April 26, 1984

MEMO
FINANCE COMMITTEE

FROM: Peggy Mulligan p

Secretary of the Senate

President Kerttula referred HOUSE CS FOR SENATE
BILL NO. 269(2d Fin) (sale of royalty oil by the
State of Alaska to Chevron, U.S.A., Inc; efd)

with a House Message to your Committee.

Pouch V
State Capitol
Juneau, Alaska 99811
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JUNEAU. ALASKA

ICSSAGE TO THE SENATE Date Feb. 16,

MR. PRESIDENT:
The House has passed SB 269 (sale of royal.ty oil by the
State of Alaska to Chevron, U.S.A., Inc.,:; effective
date) with the following amendment:
HCS SB 269(2dFin) (same title) -

tter of intent (p. 2309 of the
House Journal)

/)_ c _<I"" B

Chief Clerk of the House

1984



Masfea fate legislature

BETTYEUFAHRENKAMP. Chairman
ROBERT H, ZIEGLER. SR., Vico Chairman

POUCH V
STATE CAPITAL

UOCK ELIASON JUNEAU. ALASKA 99811

PAUL FISCHER

VIC FISCHER

BOB MULCAHY

ARLISS STURGULEW SKI

Senate

Committee on &eSouvcef

April 25, 1984

Mr. President:
The Senate Resources Committee has considered the House amendments
to Senate Bill No. 269 and recommends that the full Senate concur

in the House amendments.

Sincerely,

Ofs/fes

Sen. Bpttye
e—Chairman

(907) *165-3834
J207) 465-3835



FOR CSSB 269
January 19, 1984

The House Resources Committee has considered CSSB 269, providing for
approval of the Agreement between the State of Alaska and Chevron U.S.A.,
Inc., for the sale of a portion of Alaska®"s royalty oil. This Agreement must
be approved by the Jlegislature under the provisions of AS 38.06.055(a) which
provides that "the commissioner of natural resources may not enter into a
sale, exchange, or other disposition of oil or gas or of the rights or waiver
of the rights to receive future production of royalty oil or gas under AS
38.05.183 without the prior approval of the legislature."”

Section 19.1 of the Agreement provides it the Agreement may be
"supplemented, amended or modified at any tim<, butonly by written
instrument duly executed by the parties to this Agreement.” In making any

such changes to the Agreement pursuant to this section, the Commissioner
would be acting on behalf of the State of Alaska as one of the parties to the
Agreement.

The Committee recognises that a supplement, amendment, or modification
of the Agreement could be a further "sale, exchange, or other disposition”
within the moaning of AS 38.06.055(a). The Committee 1is also cognizant that
pursuant to Section 20.1 of the Agreement, the Commissioner has the right to
"grant” (consent to) an assignment of the Agreement.

It is the intent of the Committee that it be understood that approval of
CSSB 269 does not constitute prior approval of any supplement, amendment or
modification or any assignment that would be a further "sale, disposition,
exchange, or other disposition”™ within the meaning of AS 33.06.C25(a) and
that it is expected that any such action by the Commissioner must first be
preceded by compliance with the procedures for obtaining the prior approval
of the legislature.

Representative John WJiiigstad Representative Dick Shultz
Co-Chairman, Resource Committee Co-Chairman, Resource Committeei
r mf{ / s. * |

, m_ /1 A 4
Representative Rick Uehlihg Representative John Cowaery
//;i</e-Chairman! Resource Committee Member, Resource Committee

v e

Representative Charlie Bussell Representative John Liska
Member, Resource Committee ludcl®, Resarrroe Committee
Representative Anthony Vaska Representative Peter Coll
MeijiberResource Commi ttee Member, Resource Committee

Representative Ronaid Larson

Member, Resource Committee
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Offered: i/13/84
Referred: Rules

Original sponsor: Rules/Governor

IN THE SENATE BY THE FINANCE COMMITTEE
HOUSE CS FOR SENATE BILL NO. 269 (2d Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the sale of royalty oil by the
State of Alaska to Chevron, U.S A., Inc,; and provid—
ing for an effective date.”
BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The "Agreement for the Sale and Purchase of Royalty 0il

between the State of Alaska and Chevron, U.S.A., Inc.,"” dated December 9,
1983, for the sale of Prudhoe Bay royalty oil, is hereby approved and
ratified.

Sec. 2. This Act takes effect immediately in accordance with AS 01.-

10.070(c)

-1 HCSSB 269(2d Fin



REQUEST FISCAL DETAIL

6111/Resolution No.: cn Agency Affected: Natural Resources
Title: sale of royalty oil Program Category Affected:

to Cnevron, U.S.A ., Inc. 'ana‘g'ement oii- HUVQLQMN &esources
Sponsor: Rules Comnitt.ee BRU, Prdgram or Subprograni(3) Afrected:
Requestor: Governor Oil and Gas Management

Date of Request: 4-19-83

EXPENDITURES/REVENUES: (Thousands of Dollars)
Fy 84 FY 83“¢ *7F715 T-T°S7 Fy 88 FY 89

OPERATING

100 PERSONAL SERVICES

200 TRAVEL

300 CONTRACTUAL

AOO SUPPLIES

300 EOUIPHEHT

600 LAND 4 STRUCTURES

700 CRAKTS, CLAIMS

800 MISCELLANEOUS

Total operating -0- -0- -0- -0- - _n-
! CAPITAL -0- o er. -0~ _o-
REVENuF T

FUNDING: (Thousands of Dollars)

GENERAL FUNO

FEDERAL FUNOS

OTHER

TOTAL - 1= -0- -0- -0- -0- -H

POSITIONS:
FLWL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for a™alysi:

Prepared By: Sharon L. Barton# Phone: 465-2400
Division: Commissioner's Office Date: 1-12-8~~
Approved by Commissioner: D Date: Y WH
Agency: Department of~ Natural Resources

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83

aaKasas 233355



STATIL Or A LAS TVA
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April 19, 1983

The Honorable Jalmar Kerttula
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mr. President:

Under the authority of art. 111, sec. 18, of the Alaska
Constitution, I am transmitting a bill w hich provides for
legislative approval of a royalty oil contract between the
state and Chevron, Uu.s.A ., Inc. for the sale of Prudhoe

Bay royalty oil.

This contract is described in the findings entitled "Pro-
posed Disposition of Royalty Oil, Chevron, U.s.A." issued
by the Department of Natural Resources on March 16, 1983.

Copies of these findings have been made available to the
legislature and the public for review.

This contract s being submitted for legislative approval
for tw o reasons. First, although this and the previous
administration have consistently taken the position that
the statutory requirement of legislative approval of
royalty oil contracts is unconstitutional (AS 38.06.055),
as a matter of comity I respect the legislature's desire
to have a direct voice in major disposals of royalty oil.
Therefore, this contract contains provisions requiring
approval by the legislature before it becomes effective.
Second, this bill would ratify the agreement for the sale
of oil. This ratification would cure any procedural
defect that may have occurred in the process of entering

into this contract.

Although w e believe that all necessary steps have been
taken, the statutes ant.,, regulations governing the disposal
of royalty oil represent often conflicting desires and
goals, both procedural and substantive. For example, even
if statutorily requiring legislative approval were
constitutional, the present statutes provide, on the one
hand, that the legislature is to approve the contract by

enacting legislation (AS 38.06.055(a)), but, on the other



hand, they also provide that a report of the Royalty Board
"shall be submitted for legislative review at the time of
[sic ] resolution for legislative approval of a proposed

disposition of royalty oil and gas is introduced in the
legislature” (AS 38.06.070(c)). Since legislative approval
is required anyway as a matter of contract, | believe it

only prudent to present this contract for Ilegislative
approval and ratification at this time.

Sincerely

Governor
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Introduced: 4/19/83
Referred:

Finance

IN THE SENATE

Resources and

BY THE RULES COMMITTEE BY

REQUEST OF THE GOVERNOR

SENATE 3I1LL NO- 269

IN THE LEGISLATURE OF THE STATE OF ALASKA

THIRTEENTH LEGISLATURE -

FIRST SESSION

A BILL
For an Act entitled: "An Act relating to the sale of royalty oil by the
State of Aiaska to Chevron, U.S_A_, Inc.; and
providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The "Agreement for the Sale and Purchase of Royalty O0il
between the State of Alaska and Chevron, U.S.A., Inc.,” dated March 16,
1983, for the sale of Prudhoe Bay royalty oil, ishereby approved and
ratified.

* Sec. 2. ThisAct takes effect 1immediately in accordance with
AS 01.10.070(c).

-1- SB 261%



under consideration and (a majority of the committee) (the committee)

reports
[ 1
f

t i
[ 1
[ i
MEMBERS
DO PASS

it back with the following recommendations:

do pass [ 1 do not pass

do pass with attached amendments(s)

\[ ] samie title
replace with CS for n V7 <"l new title

and recommends

AND attaches a "Letter of Intent" [ 1
reports it back without recommendation
referred to the Commi ttee

SIGNING MEMBERS HAVING
OTHER RECOMMENDATIONS:

CHAITRMAN
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(WORK DRAFT COPY WORK DRAFT COPY

3-28-84
Original sponsors: Faiks, V. Fischer,
Bennett and Josepshon
Funding Information
General Fund $52,056,000
Other Funds 0
$52,056,000
IN THE SENATE BY THE FINANCE COMMITTEE
CS FOR SENATE BILL NO. 272 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act making special appropriations for payment as
grants to the Municipality of Anchorage for the
Eklutna Water Project, to the City of Kotzebue for -
drilling geothermal wells, to incorporated commun-
ities for water and sewer projects, and to school
districts for school construction projects; and
providing for an effective date."
EE IT ENACTEDBY THELEGISLATURE OF THE STATE OF ALASKA:

* Section 1. Thesum of $34,000,000 is appropriated fromthe general
fund for payment as a grant to the Municipality of Anchorage for phase 111
final design of the Eklutna Water Project, including design of the water
treatment plant and lake intake structure; construction of pipeline segment
p-2 from Eagle River to Peters Creek and pipeline segment p-3 from Peters
Creek to the EkIlutna River; and miscellaneous costs of permitting and
right-of-way acquisition.

* Sec. 2. The sum of $7,956,000 is appropriated frjm the general fund
for payment as a grant to the City of Kotzebue for drilling exploratory
geothermal wells.

* Sec. 3. The sum of $400,000 is appropriated from the general fund
for payment as a grant to the City of Akiak for construction of a water
and sewer system.

* Sec. 4. The sum of $750,000 is appropriated from the general fund
for payment as a grant to the City of Fortune Ledge for phase Il construc-
tion of a water and sewer system. iiX;-,,.

LA-L 2zU

WORK DRAFT COPY

CSSB 272 (Fin)
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In the 1983 bond election Anchorage voters supported Eklutna
W ater Project bonding by a 3-to-lI margin. The $55 million bonding
authorization w ill contribute Anchorage's 25 % share of total
Eklutna project cost.
Gov. Sheffield before the Alaska State Chamber of Commerce
in Sitka Sept. 29, 1983 said he would work to secure funding for
this vitally needed project.
The project is on schedule and within budget. Bids for the P-1
segment (Ship Creek to Eagle River) construction were opened
March 15.
The Municipality's $51 million request for Eklutna w ill keep the
project on schedule. Funding at the $34 m illion level woill
threaten continuity of the project ir. late 1985/early 1986.
W ithout funding by the 1984 Legislature the project woill be
delayed.
Significant underfunding of Eklutna in 1984 w ill result in added
costs during construction estimated at $6 million to $8 million
per year. Delays now mean completion delays. If funding delays
completion of the project wuntil 1939, water shortages may occur.
170,400 Alaskans w ill reside in the Eklutna service area in 1985.
By 2024 the number of residents w ill increase to 449,200. Based
on 150 gallons per capita per day (GPCD) usage, water
requirements are:

YEAR AVERAGE MAXIMUM

1985 26 million 46 million

2025 67 million 117million
Present water supplies (Ship Creek and wells) provide 24 million
gallons per day and 22 million gallons per day respectively.
Demand will exceed supply in 1988.
FUNDING SUMMARY (in $ millions)
1982 1983 1984 1985 1986
$13.6 $22.5 $51.0 $47.0 $31.0
(approp.) (approp.) (request) (request) (request)

$17.0 $15.0 $23.0
(bonds) (bonds) (bonds)

EKLUTNA STATUS REPORT

March 27, 1984
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James M. Montgomery, Consulting Engineers, Inc.

In association with
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Ott Water Engineers, Inc.
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Dear Reader:

If you desire additional inform ation about the Eklutna W ater

Project, please contact one of the following:

Charley L. Bryant

Project Manager

W illiam H. Blackmer

Program M anager

Sarah Barton

Public Involvement

JAVES M MONTGOVERY. CONSULTING BENGINEERS. iNC
SverarupiSPCM, I« Nujdro Enjinbong litc « Da Water Engwers
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INTRODUCTION

This document summarizes the salient information about the Eklutna Water Project, a
major water resource development for the future. It has been written so that
interested citizens and affected parties can be knowledgeable about the project. The
most commonly asked questions are answered in this summary, the project's ? -tory is
traced, a description of the project is given, recent project activities are described,

future activities are given, and project funding is detailed.

Not all information on the project can be contained ir a document this size. |If
unanswered questions arise about any aspect of the project, interested parties should

contact the Eklutna Water Project office.

NEED FOR PROJECT

The need for an additional water source was determined based on projections of future
service area populations, estimates of per capita water use, and expected capacities of

existing and planned water supplies.

Since there is a large variance in the previous population projections for the
Municipality that have been made by others, it was decided to utilize the
Municipality's Community Planning Department's orojections for the purposes of the
Eklutna Water Project. Those projections have been made for the Anchorage Bowl and
the Northern Communities through the turn of the century. Extrapolating the
population projections to the end of the project planning period, the project team has
determined that the service area population will be about 449,000 in the year 2025. Of
that total, 385,000 are expected to reside in the Anchorage Bowl while the remaining
64,000 are expected to live in the communities of Eagle River, Birchwood, Chugiak,
Peters Creek, and Eldutna. These population projections are shown in Table 1 by five-

year increments.



TABLE 1
EKLUTNA WATER PROJECT
SERVICE AREA POPULATION PROJECTIONS

Anchorage Northern Total EWP
Year Bowl Communities Service Area
1985 149,600 20,800 170,400
1990 179,700 26,200 205,900
1995 209,700 31,600 241,300
2000 239,800 37,000 276,800
2005 269,900 42,400 312,300
2010 298,800 47,800 346,600
2015 327,600 53,200 380,800
2020 356,400 53,600 415,000
2025 385,200 64,000 449,200

The area to be served by the Eklutna Water Project is divided into two service areas,
that of the Anchorage Bowl, and that of the Northern Communities. The Anchorage
Bowl service area includes the region south of the military bases to Turnagain Arm
just south of Potter Marsh, excluding some Hillside areas which use on-site supply
systems. It has been assumed that the military complexes will continue to supply

their own water.

The Northern Communities.water service area extends from north and east of Fort
Richardson to the village of Eklutna, including the communities of Eagle River,
Chugiak, Peters Creek, Brichwood, and Eklutna. It is anticipated that Chugach State
Park will not receive water and some rural areas will continue to supply their own

water.

Data on historic water demands from 1969 to the present showed an average use of
174 gallons per capita per day (gpcd). However, because of the trend of decreasing
consumption and accelerated water conservation efforts by the Municipality, an
amount of only 150 gpcd was used for project planning purposes. The ratio of
maximum day demand to average day demand of 1.75 has been used for the project

based on historical information and risk analyses.



The water utility has instituted several measures for conserving water. Education
programs are given in schools, flo'. restricters are continuing to be distributed, and
industrial, commercial and multi-family domestic users are now billed for water
consumption based on metered usage. Leak detection and repair of distribution
systems is ongoing. This program has resulted in measurable water conservation
throughout the system. While these methods of water conservation have been
effective in limiting use, they do not have the potential of eliminating the need for

expansion of the water supply.

Based on the population projections, per capita water demands, and ratios of maximum
day to average day demands described in the preceding paragraphs, future water

requirements were determined. These requirements are displayed in Table 2.

To meet these water demands, Anchorage will have a supply of about 46 million
gallons per day (ragd). This is based on 24 mgd from the Ship Creek Water Treatment
Plant after its expansion in 1985 and 22 mgd from wells. However, demand is

expected to exceed supply by 1988. Therefore, a new water source must be obtained.

TABLE 2

MUNICIPALITY OF ANCHORAGE
EKLUTNA WATER PROJECT SERVICE AREA
PROJECTED WATER REQUIREMENTS

Average Annual Water Maximum Day Water
Requirements Requirements
Year (mgd) (mgd)
1985 26 46
1990 31 54
1995 36 68
2000 42 74
2005 47 82
2010 52 91
2015 57 100
2020 62 109

2025 67 117
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HISTORY OF THE PROJECT

Many alternative sources of supplemental water for the Anchorage water service area

have been examined over the past decade.

A report on Anchorage Water Sources (Tryck, Nyman & Hayes, et. al., 1973) examined
at least 25 potential water sources, ranging from artificial recharge of Anchorage
Bowl aquifers and Cook Inlet desalinization to tapping streams from Portage to
Chicicaloon. That study recommended offstream storage of Ship Creek water on Fort

Richardson as the most feasible solution to Anchorage's water problems.

Military opposition to Tryck, Nyman & Hayes' proposal eventually led to studies
performed as part of the U.S. Army Corps of Engineers' Metropolitan Anchorage Urban
Study (MAUS) in 1979. The MAUS study reexamined several of the alternatives
studied previously, including a different offstream storage site at Ship Creek,
groundwater alternatives, and other Ship Creek, Eagle River, Eklutna Lake, and
Campbell Creek alternatives. Final MAUS recommendations included development of
an Eklutna diversion or an Eagle River dam and reservoir. The Ship Creek storage
basin option was eventually eliminated based on military opposition, MAUS findings,

and other considerations.

Between the programs mentioned above, and other studies, at least 28 alternative
water sources have been considered for an Anchorage area water supply. These are

listed below with summarized reasons for rejection or acceptance.

The following streams were rejected as sources primarily because of lack of a suitable
storage site, inadequate discharge, high sediment loads, or long or difficult water
transmission line requirements: Little Susitna River, Matanuska River, Knik River,
Peters Creek, South Fork Eagle River, Campbell Creek, Chester Creek,
Rabbit/Indian/McHugh Creeks, Bird Creek, Twenty-Mile River, Portage Lake, Placer
River, Six-Mile Creek, Resurrection Creek, and Chickaloon River. Pt. MacKenzie
surface and groundwater sources were found to be inadequate, as were Eagle River,
Matanuska-Kn"c and Portage area groundwater sources. Desalinization of Cook Inlet
would not be economically feasible, reuse of present sources would be too costly, and

additional conservation measures would not be adequate.



Seven other, more apparent, potential sources were gradually narrowed down to one
most feasible alternative: tapping the Eklutna drainage. Use of Anchorage Bowl
groundwater resources, with or without artificial recharge of the aquifers, was
rejected mainly because of already near-capacity development of that source, energy
requirements, unknown impacts on present groundwater supplies, and because it offers

only a short-term solution.

Use of a dam on Ship Creek, or offstream storage there, was rejected because of high
capital costs, adverse environmental impacts, inadequate long-term supply and

complex water and land rights problems.

Tests of Eagle River area groundwater supplies indicated that very little water is
available. A dam on Eagle River was rejected because of extreme adverse environ-
mental impacts, great capital costs, technical complexity and difficulty of land

acquisition.

These latter two sources, as well as the Eklutna drainage, were examined in detail by
CH2M Hill in their 1981-82 Eagle River Water Resource Study.

Eklutna Lake was determined to be the best solution to Anchorage's iong-term water
supply problems. The lake would be able to supply up to 200 mgd, more them enough to
meet Anchorage's anticipated needs in planning year 2025. Potential adverse
environmental impacts of this project would be minimal. No geotechnical problems
have been identified which would prevent or significantly complicate construction of
the project, nor have other difficulties been encountered which would delay comple-
tion of the project beyond the time additional water is needed for Anchorage.
Although tapping the Eklutna water source would have a high capital cost, its unit cost
over the life of the project is the lowest of any alternative examined. The main
disadvantages included the high capital cost, water treatment requirements, and the

deprivation of power-generating water to the Eklutna powerhouse.

As recommended during CHgM Hill's study, the potential for Eklutna water was
further studied and refined. CH?M Hill proposed three different alternatives: one
tapped the Eklutna Power Plant tunnel upstream of the power plant; one tapped :he

tailrace after water was used for power generation; and the third proposed pumping



water from Eklutna Lake into Eklutna River, and then taking the water from the river
near the lower end of the valley. The CHvM Hill studies recommended the alternative
which would take water from the tailrace because of its relative technical simplicity,

and because it would not impact power plant generation.

In continuing efforts to develop a new water supply, the Anchorage Water and
Wastewater Utility (AWWU) contracted with the Eklutna Water Project team in
November, 1982, to act as the Program Management Consultant. The project team
examined an additional means of using Eklutna water as a water source. This is known
as Alternative IV and involves diversion of water directly from Eklutna Lake, or the
power plant tunnel near the lake, and transmission of the water from there to
Anchorage by pipeline. This alternative was found to be superior when environmental,
permitting, right-of-way, geotechnical, energy, and cost aspects were considered.
This is the alternative finally selected and now being developed as the Eklutna Water
Project (EWP).

DESCRIPTION OF THE PROJECT

The Eklutna Water Project will divert water from Alaska Power Administration’s
(APA) existing tunnel connecting Eklutna Lake with the Eklutna Power Plant (EPP).
From there, water will flow by gravity through another tunnel and a buried pipeline
down the Eklutna River Valley to a water treatment plant located on a bench above
the river. After treatment, the water will flow by gravity through a 23-mile-long
buried pipeline through the communities of Eklutna, Peters Creek, Chugiak,
Birchwood, and Eagle River, to the distribution system near the expanded ..hip Creek
Water Treatment Plant (SCWTP). Energy will be recovered from the flowing water at
each treatment plant location. This system will supply water to the Anchorage service
area, from Eklutna Village to Potter Marsh in South Anchorage. The selected

alignment and location of facilities are depicted on Figure 1

The maximum day design flow in the year 2025 is 70 mgd and the average flow during
that year is 41 mgd. Until EWP facilities are completed, an interim booster pump

station near the SCWTP will be used to supply Ship Creek water to the Eagle River
.area.
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Diversion of Eklutna Lake water involves tapping the 9-foot diameter tunnel to the
Eklutna Power Plant. The new 7-foot diameter tunnel will connect this existing tunnel
with a new pipeline located in the Eklutna River bed below the dam at the downstream
end of Eklutna Lake. The new tunnel will be over one mile in length. Connection to
the existing tunnel will be precisely planned and carefully executed so as to minimize
disturbance to EPP. A gate house will be cc- *trncted near the connection of the two
tunnels. The top of the gate house will be the only visible evidence "f a diversion for
the EWP. Downstream of the diversion tunnel, water will be conveyed in a buried 54-
inch pipeline which will be constructed along the Eklutna River bed (pipeline segment
P-4) to an energy recovery station at the Eklutna Water Treatment Plant (EWT?)
which will be located above the river bed at about 620 feet elevation. Generating
capacity of this station will be approximately 1.0 MW. It is estimated that in the year
2025, this energy recovery station will produce over eight million KWH per year with

water diverted from Eklutna Lake.

The Eklutna Water Treatment Plant will be designed to use either conventional
treatment or direct filtration to achieve the desired water quality. Conventional
treatment entails -apid mixing, flocculation, sedimentation, and filtration. During
most of the year direct filtration, which bypasses the sedimentation basins, is feasible.
It is also preferable because it requires a lower coagulant dosage and reduces the

amount of sludge.

Pilot water treatment plant studies have been conducted in three phases using water
from Eklutna Lake during all the spasons. The first phase, which investigated
treatability of Eklutna Lake water during winter, determined that good quality water
could be produced using conventional treatment or direct filtration. Phase 2 examined
treatability of lake water during spring transition/early summer condition?- using
direct filtration. The third phase of the pilot plant studies examined treatability of
lake water during the expected period of highest turbidity in the fall. The findings of
the whole program are that Eklutna Lake water, with its sometimes high concentra-
tions of glacial flour, is treatable and that direct filtration will be possible most of the

year, with conventional treatment being utilized during periods of high turbidity.

A treated water reservoir will be constructed at about elevation 600 feet, just

downstream of the EWTP. The purpose of the reservoir is to absorb norma' diurnal



fluctuations in water demand .while maintaining a relatively constant flow through the

EWTP. This reservoir will have an initial capacity of 10 to 15 million gallons.

Pipeline segments P-3 and P-2 extend from the treated water reservoir to Eagle
River. P-3 begins at the reservoir, running down the slope to a crossing of Glenn
Highway near the community of Eklutna. From tnere it crosses the river, and parallels
Glenn Highway a short distance on the northwest side. It then follows the APA
powerline easement and residential streets to its end in Peters Creek. The P-2
segment begins at that point, crosses Peters Creek, parallels the APA powerline
easement and local streets, then parallels the Glenn Highway to Chugiak High School.
It skirts the high school, crosses through the Lake Ridge Terrace Subdivision along
residential streets, then parallels the APA powerline easement again to Artillery
Road.

This 54-inch buried pipeline will have seven turnouts for delivery of water to northern

communities along the route of pipeline segments P-2 and P-3.

Construction and permanent easements must be acquired along the pipeline alignment.
Most of the property along P-2 and P-3 is owned by Eklutna, Inc. Other property
owners include: Alaska Division of Parks, Fort Richardson Military Reservation,
Alaska Department of Transportation and Public Facilities, Federal Highway
Administration, Alaska Railroad, various utilities, native corporations, and approxi-
mately 50 private property owners. Permits and/or easements will be obtained from

these owners before construction takes place.

A geotechnical study concluded that no major construction problems will be encoun-
tered along P-2 and P-3. Crossings of wetlands and streams, however, are specific
environmental concerns. Construction schedules and procedures have been designed to
minimise disturbance of existing biological and hydrologic regimes of wetlands.
Special water management, trench, and backfill techniques will also be employed. The
proposed alignment was moved in several cases to avoid designated wetlands. Impacts
caused by stream crossings will be mitigated by construction practices such as timing,
temporary diversions and bank stabilization. Crossing plans and mitigation means will
be approved by the Alaska Department of Fish and Game.



Pipeline segment P-I, the first to be constructed, will extend generally parallel to the
Glenn Highway from the vicinity of the SCWTP to a powerline easement, then roughly
parallel with and adjacent to that easement as far as Artillery Road near Eagle River.
The pipeline will vary between 54 and 43 inches in diameter, decreasing closer to the
SCWTP. A 24-inch pipeline will also be constructed along Artillery Road to connect

w:th the existing Eagle River water supply system.

Property owners or agencies with jurisdiction in the P-1 segment include: The U.S.
Army Corps of Engineers and the Bureau of Land Management, the Alaska Department
of Fish and Game, the Alaska Department of Transportation and Public Facilities, the
Municipality of Anchorage, and several utilities. Permits, approvals, and/or letters of
non-objection must be obtained from each of these agencies for their respective areas
of jurisdiction. This permitting and approval process is almost complete for pipeline

segment P-I.

A booster pump station/energy recovery station will be constructed upstream of the
SCWTP. Until the entire pipeline is completed and supplying water from Eklutna
Lake, this station will pump as much as 4.5 mgd from the SCWTP to Eagle River. Only
the booster pump portion will be constructed as part of the P-I phase, but the facility
will be designed so it can be expanded and modified easily for energy recoverv. After
the entire project is complete, conversion to an energy recovery station will take

place. The capacity of this generating station will be about 500 kw.

Lake level and storage records are available from 1946 to the present. Annual inflow
over the past 30 years has averaged 210 mgd, varying between 150 and 290 mgd.
Approximately one-half of this inflow comes from glacial melt, the other half coming
from runoff. Lake level is generally lowest in late spring and highest in early fall.
The EWP will not impact lake levels, because all water used by EWP will be diverted

from that which normally flows to the Eklutna Power Plant.

The Eklutna Power Plant currently withdraws all the inflow except for infrequent
spills. When the EWP comes on line, water diversions for domestic uses will reduce
the EPP supply approximately 6 to 3 percent; by the year 2025 that will increase to 21
percent. The water project will decrease the amount of energy generated by the EPP,

by that same 6 to 21 percent during the period from 1988 to 2025. However, the 1.5
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MW energy recovery facilities constructed as part of the EWP will recover about 45

percent of the EPP deprived energy.

The Municipality of Anchorage Water and Wastewater Utility has reached an agree-
ment with the Alaska Power Administration for an equitable method of replacing

energy taken from the EPP by the EWP.

PROJECT SCHEDULE

All Eklutna Water Project facilities should be completed by mid-1988 pending
availability of sufficient funding. Dates of completion of each pipeline segment and of

the other facilities are shown in Figure 2.

Bids will be received ‘'or the first pipelire segment (P-1) in March, 1984, and
construction is expected to start in June. That pipeline segment will be completed in

the summer of 1985.

STATUS OF THE PROJECT

Many studies and other activities have been performed by the Eklutna Water Project

team in the past year. These activities, are separated by task and listed below.

0 A Management Plan for Design and Construction was completed in June
1933. (Task 2)

Tne Preliminary Water Supply Master Plan Update report was completed in
April, 1983. (Task 3)

Tire Alternative IV Evaluation (tapping the lake directly) was completed in
April, 1983. (Task 4)

A Regional Gcotechnical Report was completed in September, 1983
(Task 5)



0 Pilot Plant Summary Reports have been completed :or all three nhases of
the study. A summary and conclusion report for the entire studv -will be

completed within the next few weeks. (Task 7)

0 Several reports have been produced as part of Public Involvement task.
These speak to alternative sources of supp, project funding, and the
project as a whole. This Executive Summary is also part of the Public

Involvement program. (Task 9)

0 The Environmental Information Document was completed in June, 1983.

This document was the basis of permit support. (Task 10)

0 Several reports have been completed under the First Technical Advisory
Committee/Value Engineering task, which reviewed the pipeline segment

P-1 alignment and lake diversion alternatives. (Task 11)

0 The Predesign Renort - Pipeline Segment P-1 was drafted in April, 1983,
and for segments P-2, P-3 in October, 1983. Work is underway on the
predesign report for P-4. (Task 12)

0 Two preliminary studies for the lake diversion were completed in 1983.
The draft of the predesign report for the lake diversion will be completed
in January, 1984. (Task 13)

0 The Second Technical Advisory Committee/Value Engineering task is
partially completed. In October, 19S3, the first session of this task
reviewed the tunnel, P-4 alignment, and pipeline in general. The second
session, to be held in March, 1984, will review the water treatment plant
and look at the tunnel again. The following document has teen produced:

Value Engineering Studv - 2nd Session. (Task lo)
0 The Initial Design Renort Pipeline Segment P-1 was completed in July,

1983. The draft of a similar report for pipeline segment P-2 will be
completed in February, 1984. (Task 18)

-11-



0 Water rights are currently in the process of being secured through
negotiations with the APA. Legislation will be introduced in Congress in
February to secure water rights. (Task 23)

0 A document on Eagle River Water Supply and Energy Recovery '

produced in July, 1983. (Task 24)

.vas

0 Bids were received in November, 1983, for the prepurchase of valves for
pipeline segment P-1. Plans and specifications lor the construction of P-I
were 95% complete in 1983. This contract will be a-.ertised in January,
1984. (Task 52)

0 Ground surveys for final design of the pipeline segment P-2 were made in
1983. (Task 53)

0 Ground surveys for final design of pipeline segment P-3 were completed in
1983. (Task 54)

Ln addition to the numerous studies made and documents produced, several permitting
and environmental activities have been performed and completed. The U.S. Army
Corps of Engineers Section 404 Permit which will allow crossing of wetlands was
acquired in November, 1983, for the entire pipeline. The Alaska Department of
Environmental Conservation Certificate of Reasonable Assurance (protecting water
quality) was obtained. The Alaska Coastal Management Plan Consistency Determina-
tion was also accomplished. The Alaska Department of Fish and Game Title 16
Anadromous Fish Protection Permit was granted for the four stream crossings made in
segments P-l through P-3. The Municipality of Anchorage Urban Beautification
Commission and the Planning and Zoning Commission have approved plans for the Ship

Creek Interim Booster | ump Station.

A right-of-way grant must be obtained from the Bureau of Land Management (ELM)
for the entire project. The BLM has joint jurisdiction (with the U.S. Army Corps of
Engineers) over the Fort Richardson land, and also serves as the lead/coordinating
agency for other landholders and utilities along the alignment. The required letters of
non-objection have been received from affected parties, and the right-of-way grant

for the entire pipeline is expected to be received early in March, 1984.

-12-



ACTIVITIES DURING 1984

Many activities key to the progress of the project will take place during 1984. For the
P-l1 segment, the contract for supply oi the large valves was awarded on January 3.
Advertisement for bid of construction contracts will take place on January 31, and
bids will be received on March 15. Construction of this segment will begin in June.
The P-1 segment will be further divided into four schedules to maximize opportunities

for bidding by local contractors.

Final design of P-2 is expected to be complete in July and the construction contracts
for that segment will be awarded in the fall of 1984. Final design of P-3 will be
complete in October, and will be advertised for bids in November. Easements for both

segments will be acquired during spring and summer of 1984.

Pipeline segment P-4 will continue through the predesign and initial design phases
during 19S4. The predesign report will be completed in October. Initial design will be
finished in December. The consultant for final design will be selected during the

summer.

Initial design of the lake diversion will be completed during the summer of 1984. The
final design consultant also will be selected during the summer, and final design will

commence in the fall.

The predesign report for the Eklutna Water Treatment Plant will be completed in
April, 1984. Initial design will be finished in September. The final design consultant

will be selected during the summer, with final design beginning in the fall.

Water rights to Eklutna Lake water will be acquired in 1984. Application for these
rights will be filed with DNR, Land and Water lvianagement, in January. A bill
amending the APA's enabling legislation will be introduced before the U.S. Congress in

February.

PROJECT FUNDING

Construction of the Eklutna Water Project will require a total expenditure of S220

million. This figure was estimated in late 1982 and, after a year of planning and



.j-n, still represents a viable estimate for completion of the project in 1988.

:r'iing must be obtained in a timely manner in order to maintain costs at the S220

;.ion level.

"ujial appropriations for the project have been received from the State Legislature,
i;ni continued support from that source will be required through the years 1984 to
1>86. In 1982, S13.7 million was appropriated and $22.5 million was appropriated in
1>83.
“I7-/1rK

In November of 1983, public approval was received with over 75% favorable vote for
sale of $55 million in bonds to help fund the project. These bonds will be sold on an as-
needed basis. As a result of these bond sales, usage charges will increase by
approximately 40 percent over present rates, or by about $5.40 per household per
month. This increased rate will not be charged until water is actually supplied. No
increase in charges will result from the portion of the project funded by legislative

appropriations.

Three quarters of the total funds will be requested from the State Legislature, and one
quarter of the funds will be obtained from the Municipality through bond sales. In
order for the project to proceed on schedule, the following additional funding will be
required. In October, 1984, $68 million will be required, $51 million of which will be
requested fron. the Legislature. In 1985, a total of $62 million is needed, including $47
million from the Legislature. In 1986, the funding required for completion of the
project will be $54 million, which will necessarily include a legislative appropriation of

$30.8 million.

A barchart depicting funding needs and activity periods is included as Figure 3.
PROGRAM MANAGEMENT STRUCTURE

The Municipality of Anchorage Water and Wastewater Utility executed a contract in
November, 1982, with James M. Montgomery, Consulting Engineers, Inc. (JMM), which
placed that company in the principal role of Program Management Consult'nt for the

Eklutna Water Project. JMM has overall responsibility for planning and design of the

project, as well as supervision of construction. In additi< to overall responsibility,

-14-
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responsibility for designing the project facilities. Three associate
ir,. in charge of other key aspects of the project and numerous other local firm-

volveil with the project.

QUADRA Engineering, Inc. is responsible for Geotecknical, Surveying, and Engineering
Support for the project. QUADRA is assisted in that role by Woodward-Clyde

Consultants, Inc., which is performing seismic studies.

Ott Water Engineers, Inc. is conducting the Environmental, Permitting, and Public
Involvement programs, which includes obtaining necessary permits, rights-of-way and
easements. Assisting with securing of Eklutna Lake water rights is the legal firm of
Burr, Pease, and Kurtz. R. W. Beck and Associates, Inc. is a special consultant

relating to energy replacement matters.

Sverdrup/SPCM, Inc. is responsible for Planning and Control tasks of the project, and
Construction Management. In the latter responsibility, they are assisted by Triad
Engineering, Inc. with consultation regarding construction practices. Sverdrup is also

performing engineering for the lake diversion and tunnel.

Coffman Engineers, Inc. is conducting corrosion studies and is performing final design

of the corrosion control system.

Three additional local firms have been retained for final design of segments of the
pipeline. Tryck, Nyman and Hayes, Inc. is performing final design for segment P-I;
DOWL Engineers, Inc. for segment P-2; and URS Engineers, Inc. for segment P-3.
Other local firms will be added to perform final designs of the following facilities as
the project progresses: Eklutna Water Treatment Plant, lake diversion, pipeline
segment P-4, treated water reservoir, and energy recovery stations at Eklutna and
Ship Creek.

The Anchorage Water and Wastewater Utility (AWWU) is the overall project adminis-
trator for the Eklutna Water Project. In that capacity, AWWU provides general
direction to the consultants and makes detailed reviews of their work. AWWU has
placed a full time project manager in the Eklutna Water Project office to more easily

manage the large amount of work being performed on the project.

This management team has kept the project on schedule and within budget



AKIAK - WATER AND SEWER FACILITIES (VSW) 400.0

Village Sate Water has identified Akiak as having one of the most
serious water problems in the State. Residential wells are producing
water which exceeds water quality standards for iron by as much as
27,000 % . USPHS began drilling wells for individual homes, and, while
early test results showed relatively "good" water during the wearly
stages of the drilling program, recent water analysis has shown

many wells are producing unacceptable water.



FORTUM LEDGE WATER/SEWER SYSTEM - PHASE I

Fortuna Ledge 1,000,0

The City of Fortuna Ledge proposes to construct 10,600 linear feet of water
transmission line and 15,100 linear feet of sewer main *i "“erve the 119
lots included in the new residential subdivision area. Water and sewer
study plans also provide for a lift station and water wor-.s building
modifications. The proposed water and sewer extention will utilise an
existing system which appears capable of handling the additional load.

Cost estimates for the water and sewer system are based on 198A dollars and
using local labor and equipment.



rd/t

EXHIBIT A
MARSHAL MASTER PLAN
JUNE 1933
ESTIMATED WATER & SEWER COSTS
119 LOTS
LOCAL LABOR AND EQUIPMENT

WATER

10600 Lin. Ft. 4" Arctic Pipe Installed 0 S50 =
Modifications in Water Works Building

20’ Contingencies & Engineering

SEWER

Ij 100 Lin. Ft. & Arctic Pipe Sewer Installed 0 i>70 -
Lift Station

Total Estimated Installed Cost

5530.000
50.000
530.000
116.000
5696.000

51,057,000
45,000
1,102,000
220,400
51,322,400

S2.01S,400
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CITY OF FORT YUKON

CAPITAL BUDGET
FOR
JaTER AND SEWER IMPROVEMENTS PHASE 11
<ANG6EL POND SUBDIVISI ON>
WATER SYSTEM:

Nain Line
13.500 rt £* insulated 3 67 .u0/1 F

H"ee"0ran ts 13 3 *>350u
House Sc-rvices to <6 lots 3 £4000/ 1o

New booster pump and building

Construction Cost 1
Engineer ino
Adm:nstration ann [ gal

Conllnoencm

m\liater Pro i rfE=.flniated cont 1

SEMmGL DISPOSwL:
Subsurface Disposal 0o units & *-750u e
Enginoer ing and la>out
Adm inistration and Leqgali

Con tingency

Se*Jer preject Es 1lmated COSc:

TOTr-tL REDUEST FOR PORT MWKO11WmTEP mND
SEWER PROGRAM PHASE 11

Q31,500
45 500
2-%4 .C00

\00 ,000

-341.000
130,000
a30,000

350 ,jijo

.941,0uu

435,000
15.000
44,000

40.000

£5°0,000



Galena Elementary School Program

CONCEPTUAL COST ESTIMATE

A cost estimate has been prepared based upon the information contained in the
Design Criteria ,é),ectmn,of his document. This estimate s ba?ed upon_the premise
that “the new huilding will be located as shown on the site plan (2-3); and that
construction will begin in 1984

Listed below is a summary of the construction furnishings and equipment costs for
Galena Elementary School.” The costs per square foot of the building average 5213
DIVISION 1 GENERAL CONDITIONS S 000
DIVISION 2 SITE WORK % 47,000
A L -
DIVISION & CARPENTRY s 269,000
DV§8 { MOISTURE PROTECTION S 221,000
DIV 8 DOORS 5 WINDOWS s 82000
DIVISION 9 FINISHES 5 205,000
B¥§8 10 SPE%IALTIES g 36,000
8.000
ikl 1 s 5 250,000
DVIRION B EECTRCAL i
MARKUPS 17 OVERHEAD a PROFIT 5 370,000
TOTAL 53,150,000

7-1



THCT TS 170 I*|IIF;

lino™I Y F rt UQ ] < ILMIN/ (LY X }0,) U (U1t up.a kI

0 *(I".iK? = 400 | »)JLMibi;/ fom|gG VY, (CinJujnm.) i) Jo>i) o.lundiz-; 000°2:

I Mtxinn
100 J o.icnha/f)r.<:$ »

d1 f?0Tssodob put? Iiii].l Jlu FXLi o ] onp uo t pnpoH -

s1=0.1 tolbubS/ZYyijjys I/Rt> | jo ivjiiiiiiiis; n | no Cp:;Juuso -

m|DM_.isi(i J]oot]OfF; Ur-, iv._pon; )Ilpi oi] 1
s 0Jdirjng put? nor :pn ilsuoo lurnurs jo si Jooips s tu j.

<100.19. tui[)Kk/?:9%; Sum FBFT U 1£ \=-itM 1 p Tq ofiujeAV -

:KMOI [oi «u pot! niur, lop sun s jil,i( *qoo j dJi»nb&*/0sj;$

jo .)soo ® uo pesuq ;N tpigqw gafipng uoxqoiu isuoo u si Outwofio]j eq.i,

tl10Ol.T.nnoCHITN T

iaBpng



1 M veihead and 01 hot Cost s

Acinii]].isi.ration Cost 7. 2')2. $246,282
Design Costs B . tIfIT $28J,051
burnishing and I;'gu i fmien t Cost s B . (H)'.5 $27 1, 761
Ar t 1.0ad% 2 Jj,87(1
Subtota | $4, 23U ,y63
t Contingency ‘3,11055 $2X1/ S48
Project Tot a $4 ,412 ,51 1
This pioject. could bo fund'd by a diioet grant. from the state. Tim
yrnni could b o supp lemont od |>y funds available from i he federal govern -
meni . Those funds arc available i.o those school, sides being omit led by
I he bureau of irid ian Al lair a ruhi<m | i<>n pi ogram
To begin const M id ion in 1*>Hd and finish before .nine of ly yij. w hich
is Ilh o dale the It. 1. A. will cm la il its s| >onsor sh <|> of lhe element at y
program ., v/ould should begin imined jat *>1ly . I'fiis v/oul|g insuie j he stair’ o |
not occupying I lie b .1 .A. school v/lii<'h ha.s nevoi |wx>ii lequircd | o meet local
building code;;. I Mir* slal"’ were to occgijiy I he school additional funding
v/ould have to b o found to upgrade tin* exist Ing b .1 .A. school l o curren'

tii«*1if;n sa lel vy cud os



QUSNHAGAK

Village Profile
Quinhagak is located on the mouth of lhe Kaneklok River. The population isan eslimated 340
(1980). Two school sites exist; an elementary school with current K-8 enrollment of 85, and o high
school with 9-12 enrollment of 56. Total enrollment 141.

Building Data

Building 203 isa two-classroom school/quarters of v/ood frame construction consisting of 4,233
square feel built in 1963 and relocated in 1979. Building 204 houses storage and two standby
generators ina wood frame structure of 1,332 square feet built in 1963 and relocated in 1979.
Building 206 isa two-classroom wood frame structure of 2,844 square feet constructed in 1968 and
relocated in 1979. Building 208 isa classroom/quarters wood frame structure of 2,880 square feel
constructed in 1979. The school is of one-nour construction containing 9,480 square feet built in 1979.

Summary Diagram
52.445410
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UPGRACE OF EXISTINGH BV $3.619.400

YEAR |_|:|:%%7_7|;$' A+ D $6.0G4.010
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ADITIONGE 7,877 S). H:L-II% SI.881.100
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PREVIOUS BIA STUDY

[ Project Budget 1 life Cycle Cost DTotal

Recommendation

Alternate 2B would provide a new building which addresses the educational goals of the district as
well as provides common use of staff and facility without the inherent problems of operating tour
separate buildings for a 20 year cost 5.5% more than Alternate 1A. Alternate 2B should be

pursued.



Strict”

P.O. Box359
Fort Yukon. Alaska 99790

Stevens Village is on the north bank of the Yukon River, 10 miles east
of the Elliot Highway <crossing and about 50 miles west of Beaver. This
is a traditional N ative village, settled in the late 1800 °'s. Income
here is obtained from construction work, railroad work, river
transportation work, and fishing.

There were secondary age students attending Mt. Edgecumbe School. With
the closing of that facility, Stevens Village school has been impacted.
Two teachers, a teacher aide, and 16 students, grades K-12, are
presently housed in a 800 square fool former BIA school, circa 1960.

Conditions are already extremely overcrowded and with the addition of
students returning from Mt. Edgec.utnbe, the situation has bcc'ome very

di fficult.

There in no room at the present site to remodel and expand the present
building. The project must he relocated and a new site has been
selected with the cooperation of the Village Council.

The present school is energy inefficient. There have been waste water
and sewage disposal problems at each spring thaw due to the small site
and inadequate space for a sewage disposal system large enough to
accommodate school needs. Department of Environmental Conservation had
intimated possible school closure if sewage continues to contaminate
village and school property due to inability of frozen soils to disperse

waste water underground.

Finally, the school does not meet minimum space requirements mandated by

the Tobeluk ("Hootch") Decree.

Vie propose a combined K-12 facility to include an elementary classroom,
a secondary classroom, a vocational shop, a multipurpose room, kitchen,
and mechanical area to total 6,210 square feet.
Costs: Planning and architectural $ 270.000

Site Development 70.000

Construction 2,228,000

Legal 10.000

Administration 22,000

Kquipmecnt 200.000

Total Prniact Cost $2,800,000



YUKON/KOYUKUK SCHOOL DISTRICT - MANLEY HOT SPRINGS SCHOOL 1,000.0

This is a direct appropriation to the Yukon/Kovukuk School District
through the DOE. Manley Hot Springs cui“rently has a high school
consisting of 960 square feet of classroom space and 556 square
feet of supplementary space. The school district is requesting

an additional 5,700 square feet of secondary space.



COST ESTIMATE

GEOTHERMAL WELL-KOTZEBUE, ALASKA

Medium Depth Well 6,000 to 8,000

Pre Stand by 100,000
Moving & R.ig up &DoT/n 210,000
Day Work 675,000
Overhead 100,000
Camp & Catering 195,000
Post Standby 100,000
Extra Labor Rental 103,000

SUBTOTAL 1,483,000

Other Drill Costs

1. Raw Materials 600,000
2. Service Contractors

a. Drill Consultant 50,000

b. Wellsite Geologist 20,250

C. Mud Logging 55,200

d. Wire Surveys 180,000

e. Cont. Service 200,000

f. Carting 29,300

g. Shooting # Perforating 70,000

h. Gsg Inspection 18,000

3. Other Direct Cost (fuel,water,ect) 500,000

SUBTOTAL 1,722,750

4. Build Location Permafrost Bed 750,000

5. By/Air Rig Transport in & out 4,000,000

TOTAL 7,953,750



K 0 T Z

eISOmEEStIM.

FinalReport
Summary o+ Project Tasks and Findings

February 1981

Prepared For
The State of Alaska
Division of Energy & Power Development
338 Denali
Anchorage, Alaska 99501

ALASKA
DOOVENT
- Energy Systems, Inc.
TJ P.0.Box 6065
280.7 Anchorage, Alaska 99502

&K63

ESI-Alaska DEPD
BRU 08-71-7-500



CONTENTS

Page
Summary of Work on Project TasksS ...ciiiiiiiomioeeanannnn- 1
Findings and Recommendations ... oir it oo oo e caecaecancaaaaannn 5

Appendices (Under Separate Cover)

Appendix A:
Appendix B:

Appendix C:

Appendix D:

Geological Data, Kotzebue-Selav/ik Basin
Kotzebue Geothermal Project- Analysis of
Currently Available Information and Re—
port of Advisory Group Meeting

Geologic Analysis of Geothermal Energy
at Kotzebue

Proposal to Assess the Feasibility of
District Heat at Kotzebue, submitted

to US Department of Housing and Urban
Development



PINAL REPORT— KOTZEBUE PROJECT

Introduction

This report summarizes work dr.ie by Energy Systems Inc, on the
Kotzebue Geothermal Project for the State of Alaska Department of
Commerce and Economic Development, Division of Energy and Power
Development. The work reported covered the period July 1, 1980 to Feb 1,
1981. The work was done 1in fulfillment of two contracts, BRU Kotzebue
Geothermal, 08-71-7-500 and ATN 81-525, CC 08-1582.

The first section of this report lists the tasks contracted for item
by item and summarizes the work done. Reference 1is made to four items
that were completed as part of the contract tasks: geological and
geophysical data for the Kotzebue Selawik Basin, "Kotzebue Geothermal
Project:Currently Available Information and Report of the Advisory Group
Meeting", "Geologic Analysis of Geothermal Energy at Kotzebue", and a
proposal to the Department of Housing and Urban Development on behalf of
the City of Kotzebue to study the district heat prospects at Kotzebue.
These four items are bound separately and are referred to as appendices
A,B,C and D respectively. Reference should be made to them for a more
detailed description of the results of the tasks performed, and described

below.

Task 1
An energy needs analysis for the City of Kotzebue including
electrical power and fuel demands to the year 2000. This task
will take existing projections from a recent needs analysis by
the Alaska Power Authority and put it in a form for presenta—
tion at the geothermal meeting in Task 3. Potential local use
geothermal applications will be projected under the assumption
that if the geothermal resources were developed geothermal
energy availability would stimulate commercial development to

some degree.

Three 1independent estimates of energy use at Kotzebue were

located, analyzed, and compared. No significant commercial
uses of geothermal energy were identified, either in the
literature or in discussion. The most beneficial application
was determined to be space heat. The possibility of space

heat was further examined by conceptually designing a district
heat system, with a geothermal heat source,

and estimating the cost of heat obtained from it. The estimated
cost of the geothermal heat was too high, but the district

heat portion of the system looked moderately promising.

A summary of this work can be found on pp. 34 to 4.i of

x\ppendix B.

Task 2
Research currently available geological and geophysical
infrrmacion for the Kotzebue-Selawik Basin. This infor—
mation shaii o-, put ;~ form for oral, visual and written

presentations on the geological possibility of developing
geothermal resources.



Mr. Arlen Ehm, consulting geologist, was hired to carry

out this task. The raw information is included in Appendix A,
and a summary of it with some analysis 1is given on pp. 24-28
of Appendix B. A bibiliography is on pp. 45-46.

A more detailed, and up-to-date, analysis of

this data 1is given in Appendix C. Appendix A was supplied

to the Department of Commerce and Economic Development,
Division of Energy and Power Development, 1in only one copy
because of its voluminous nature.

Task 3

Organize and host an interdisciplinary meeting of geothermal
experts to develop a work plan for the development of the
Kotzebue project and the expenditure of the State appropriation.
This meeting will be held at or around the Geothermal Resource
Council Annual Meeting in mid-September 1980 unless otherwise
agreed upon.

A list of geothermal experts and people involved in the Kotzebue
geothermal project was compiled by Energy Systems Inc. with the
help of the Division of Energy and Power Development. The people
contacted included representatives of the City of Kotzebue, the
NANA Corporation, the University of Alaska Geophysical Institute,
the State Division of Geological and Geophysical Surveys, the
Alaska State Legislature, the Alaska Power Authority, Universities
with relevant geothermal programs, National Laboratories with
Geothermal Programs, and the US Geological Survey. Tnese
people were contacted by phone and it was determined that a
meeting on September 12, 1980, immediately following the meeting

of the Geothermal Resources Council would be feasible. In many
cases people on the list could not attend, and it was necessary
to find alternates. In the end a suitable advisory group was

assembled, with Dr. William Ogle of Energy Systems Inc. as chairman.
It also proved advantageous to hold a preliminary meeting in
Anchorage to allow more local experts to attend.

Arrangements were made for the meeting in salt Lake City, informatio
that had been uncovered in Tasks 1 and 2 and at the meeting in Anchorage
was mailed to the advisory group for their review prior tc the meeting.

It was also organized into viewgraphs suitable for presentation

to the group. The members of the advisory group generously donated
their time at no cost to the State of Alaska. Their advice and

aid was quite helpful. The final composition of the advisory

group 1is on p.10 of Appendix B. Notes of this meeting are on pp-.11-33
of Appendix B.

The basic conclusion from the meeting was that the geothermal prospec
did not look as promising as first thought, but also that the possiblility
of direct use or use through heat pumps could not be ruled out. The
district heat portion of the project looked moderately promising.

Specific recommendations were to get additional (proprietary) geological
data from NANA and Chevron, and to apply to the Department of Housing
and Urban Development for funds to look at district heat in greater
detail.

Task 4



A v/ritten final report detailing the task findings, the
preliminary 1ideas broached at the meeting 1in Task 3 and
possible cost and impacts of the different elements of
the work plan will be required. The state geothermal
development plan Kotzebue section is the preliminary plan
to be critiqued at this meeting.

Appendix B is the written report. Pages 4-8 summarize
the 1ideas presented at the meeting. Page 9 gives some
conclusions and recommendations for future work. On

pp. 28 and 29 1is a critique, by Mr. John Reeder, of the
Kotzebue section of the State"s geothermal 1impienentation
plan. Pages 11-44 contain a lot of information relevant
to developing a plan for further geothermal work at Kotzebue,
including drilling costs and estimates of the cost of a
district heat system.

After the advisory group meeting, and acting on conclusions
and recommendations coming from that meeting, the Division
of Energy and Power Development extended its contract with
Energy Systems Inc. to perform tasks 5 to 10, outlined

below.

Task 5

Request from Northwest Alaska Native Association information
pertinent to determining depths at Kotzebue equivalent to
depths observed in the Nimiuk Point and Cape Espenberg wells,
and to the salinity, specific gravity, and dissolved solids
in the water from these wells.

Arlen Ehm wrote a letter to the NANA corporation requesting
the required infori. tion and detailing the need for that
information. F2ANA forwarded the request to the Chevron
Resources Company, which generously allowed Mr. Ehm to view
the requested material 1in San Francisco. The formation
water chemistry information is shown .in Fig. 17 of Appendix C
and the equivalent depths to basement at Kotzebue 1is Fig.19
of Appe; ix C.

This information is crucial to determining the feasibility of
geothermal energy at Kotzebue.

Task 6

Obtain further information on what data and information could
be obtained by electrical geophysical methods at Kotzebue. Design

same and cost out.

The results of Task 5 were such that task 6 was no longer relevant.
The seismic depth to basement obtained in Task 6 is far more
reliable than what could be obtained bi* any electrical method, and
the 2000 ft. depth to basement obviates the need for the informa—
tion on salinity. Thus it was decided to determine the cost of
drilling a 2000 ft. well at Kotzebue.
Battelle Pacific Northwest Laboratories was drilling similar
wells at Eethel. We asked their contractor and Battelle themselves



to estimate the cost of a 2000 ft well at Kotzebue. Both estimated
that the cost would be about $350,000, including mobilization and
demobilization. However, the contractor contacted would only do
the job on a time and materials basis, and he has never drilled
that deep with the rig he anticipated using on the job. He did

not think the anticipated depth would be a problem, however, as
long as a slim-hole 1is used.

Task 7

Integrate information obtained in tasks 5 and 6 with previously
obtained gravity surveys, well logs, surface geology maps, and"
other pertinent information to formulate the best estimate
presently obtainable of subsurface temperature, permeability,
pressure, and porosity at Kotzebue.

The information requested in the above task 1is given in the repor
that is Task 8. The geological information gives a fairly complete
picture of the subsurface geology at Kotzebue relevant to
determining the feasiblity of using geothermal energy there.

Of course, no amount of information could ever be sufficient for
answering every conceivable question.

The depth to impermeable basement at Kotzebue is about 20C0 ft.
The probability of finding sufficiently permeable rocks below
2000 ft. 1is very low. The temperature at 2000 ft. depth is
predicted to be low (105F to 135F). Above the basement, the
rocks would have permeable zones that would produce adequate
volumes of water. Of course, this water would be at a temperature
below 135F. The downhole pressures would not i)e sufficient
to bring the water to the surface. In general, the only feasible
way to determine pumping requirements is to drill a well and
test it. The water would have a lot of dissolved solids.

Drilling costs would be low in comparison to the costs usually
quoted for petroleum wells in the area because there 1is little
point in drilling below 2000 ft, and the formations are easy to
drill, both because of the sedimentary rocks and because no
extraordinary downhole pressures are anticipated.

A truck mounted rig could be used.

Task 8

Write a report on the geology of the Kotzebue Selawik basin

as it applies to the utilization of geothermal energy,
including figures that summarize the surface geology ("rocks

and Faults), regional geology, temperature profiles fronm

tha Cape Espenberg and Nimiuk Point wells, lithologic sections,

electric logs, etc.

Mr. Arlen Ehm compiled the requested information in the

report titled "Geologic Analysis
of Geothermal Energy at Kotzebue"™, which is Appendix C to this

document.

Task 9



Answer H.li.D. solicitation for district heating for the village of
Kotzebue. The work plan for this solicitation will be an economic
scoping study considering wind, ccal, wood, geothermal, and waste
heat separately and in conjuction with each other for the most
economical district heating system for the village.

An outline of the proposal was constructed by Energy Systems Inc.
John 3eebee of Energy Systems and Don Markle of the Division of
Energy and Power Development traveled to Kotzebue and discussed
the draft of the proposal with as many people who would partici—
pate in it as possible. In particular, Gene Moore, the City
Manager of Kotzebue, was most helpful in setting up the District
Heat Working Group, suggesting changes in the management plan

of the proposal, and getting background information and letters
of support. The proposal was sent to HUD on January 16, 1981.
Appendix D is a partial copy cf the proposal. Complete copies

were sent to HUD, the City Manager of Kotzebue, and the Division,
of Energy and Power Development. Missing from the copy given in
Appendix D is "Appendix B" of the proposal, which is essentially
the same as Appendix B attached to this report.

Task 10

Work in conjunction with the City of Kotzebue and the Mauneluk
Native Association to form a District Heating System Association

for Kotzebue.

After some discussion, it was decided that the City Manager's
suggestion of using the City Council as the core of the District
neat Working Group called for in the HUD proposal was most satisfactory.
The composition
and duties of this group can be found in Appendix D of this report,
p.3. Since the Department of Commerce and Economic Development
contemplated participating financially 1in the project, representa—
tives of the Alaska Power Authority and the Division of Energy
and Power Development were added. This should be a useful
advisory group in beneficially expending the remainder of the

geothermal project appropriation.

Findings and Recommendations

The general conclusion of the geothermal advisory group meeting was
that geothermal energy was not likely to be an economical source
of heat for Kotzebue, but that: district heat might be feasible.
The specific recommendations were that further data be sought from
Chevron and NANA and that HUD should be approached for funds for
a more detailed study of district neat. The Division of Energy and
Power Development followed these recommendations. The geological
information obtained from Chevron clearly reinforced the conclusion
that geothermal energy would not be feasible at Kotzebue. The
conclusion 1is based on several interrelated facts that are described
in greater detail 1in Appendix C. (1) The depth to impermeable
basement at Kotzebue 1is only about 2000 ft. (2) The temperature
at 2000 ft. will be too low (105F-135F) for direct use. (3) The
formation pressures are too low to push the water to the surface



(4) Pumping w"ll be required to get adequate volumes of water to
the surface, and this pumping will be expensive. (5) The water 1is
so saline that it must be passed through a heat exchanger and
reinjected. (8) Higher temperature water cannot be economically
produced from the Nimiuk point well and transported to Kotzebue,
both because of the pumping cost and because of the pipeline cost.
(7) Because of the high cost of diesel generated electricity at
Kotzebue heat pumps would not be advantageous, either if used
individually or in a central installation. (8) The hot dry rock
technique of energy extraction would require drilling wells that
would be too expensive to deliver energy at a cost competitive
v/ith the anticipated cost of oil.

Of course, the geological parameters are predictions, based on
data and assumptions that are explained in detail 1in Appendix C.
The best method for verifying these predictions of temperature,
permeability, porosity, and formation pressure is to drill a
well at Kotzebue, and test it. Such a well, to a depth of
2000 ft, would probably not cost less than $350,000. The
$350,000 cost is based on using a rig that has not drilled to
2000 ft, must drill a 4 in. or less diameter hole, and it
assumes that there are no hole problems. To be certain of
getting the results desired, it would be necessary to anticipate
expenses that would be much greater than$350,000. Other
than verifying the geological predictions, such a hole could
be used to locate aquifers suitable for thermal energy storage,
to gather subsurface water quality data, and would be of interest
simply as a source of subsurface information at Kotzebue.

The recommendation that district heat be examined more closely
is based on a feasiblity study done in preparation for the
advisory group meeting. This study, which used general costs
for components of district heat systems and experience by the
Public Health Service in constructing the present water and
sewer system, predicted that the cost of delivering 1.16 X 10
3tu per year was $1.1 million per year, or $9.48 per million
btu. (This cost includes an allowance for retrofitting house
heating systems, but does not include the cost of heating the
water.) This estimate was based on using low temperature geo—
thermal water, which resulted in mains that were larger than
necessary for higher temperature water. Also, due to the
danger of subsidence around the geothermal wells it was
necessary to transport the water from over a mile out of town,
which added considerably to the cost. The present cost of
fuel for oil heat is about $14.80 per million Btu.

Since Kotzebue presents some rather difficult engineering problems
for a district heat system, both 1in soilconditions and the
need for extreme system reliability, it is felt that pursuing
the district heat option will require a detailed feasibility
study, as outlined in the proposal, Appendix D. The total
cost of this study was estimated to be $.185,500, of which
the City of Kotzehae would provide $10,500, the State of Alaska
would provide $120,000, and HUD would supply $55,000. The
cost of the contract for a detailed study of the district heat system
is $135,000. The remaining costs
were for administration and to fulfill HUD goals.

In fulfilling this contract, Energy Systems Inc and the Division
of Energy and Power Development had considerable contact with



the City of Kotzebue. In particular, the City Council agreed

to serve as an advisory group on the proposed district heat

study. This group could be asked to help direct how the remaining

funds in the Kotzebue geothermal appropriation should be spent.
Further study of the district heat option, as outlined in

appendix D, pp. 1-18, would be a useful application for the funds.
The proposed district heat study, and the geothermal study reported h

appendices B and C,

could be considered parts of an integrated space heat study for

Kotzebue. Other possible sources of heat that might be examined

as part of such an integrated study

uie the direct use of coal in home furnaces and distributing

low btu gas from coal to the city.
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INTRODUCTION - DESCRIPTION OF TASKS

The Alaska Legislature appropriated $600,000 to the Alaska Power
Authority for a Kotzebue geothermal project. The Alaska Division of
Energy and Power Development, on behalf of the Power Authority, con-
tracted with Energy Systems, Inc. to gather together the existing
information on the energy needs at Kotzebue, to research currently
available geological and geophysical information for the Kotzebue-
Selawik Basin, and to organize and host an interdisciplinary meeting
of geothermal experts to help develop a plan for the Kotzebue project.
(In addition to the meeting called for iIn the contract, it proved
necessary to also hold a preliminary meeting in Anchorage). This is
Energy Systems” written report on the tasks above.

William Ogle of Energy Systems was Chairman of both meetings.
John Beebee compiled this report. Robert Henson contributed Figure 2.
Arlen Ehm, consultant geologist, compiled and reviewed the geologic

data. Linda lIbarra prepared the manuscript.



HEATING NEEDS AT KOTZEBUE

We located two guesses of heating oil use in Kotzebue. They are com-
pared iIn Figure 2, p. 35. The study by Retherford, Assoc., Reference 1,
estimated the amount of residential space heating by assuming 467 houses,

900 sg.ft. each, R-11 insulation, 2 air changes per hour, 16,039 degree
days. They came up with residential heating use of .91x10**Btuw/year. No
estimate was given for use by commercial and public buildings.

The draft study by Louis Berger and Associates, Reference 2, had an
estimate of residential fuel oil consumption based on a house to house survey
by the Mauneluk Association and the Alaska Public Forum. The survey found
that In January the average house used 2.21 drums (65 gal per drum) of oil.
This was projected, based on degree days, to heating needs for the entire
year. Heating requirements for commercial and public buildings were estimated
by trying to find actual consumption figures for buildings of the same type,
reducing these to consumption per square foot, and then projecting this on the
basis of square footage. Louis Berger and Associates”™ estimate was .72x1011
Btu per year for residential and commercial space heating combined.

The mayor of Kotzebue, Mr. Royal Harris, estimated that Kotzebue uses
about 1.2 millior gallons of oil per year for space heat, based on the fuel
dealer®s sales. Converted to Btu"s at 65% efficiency that is about 1. i,.1011
Btu/year.

We think the actual space heating need for Kotzebue iIs between .72x10*1

Btu per year and 1.Ix1011 Btu per year. Other than for space heat, we could
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INTRODUCTION - DESCRIPTION OF TASKS

The Alaska Legislature appropriated $600,000 to the Alaska Power
Authority for a Kotzebue geotheriral project. The Alaska Division of
Energy and Power Development, on behalf of the Power Authority, con-
tracted with Energy Systems, Inc. to gather together the existing
information on the energy needs at Kotzebue, to research currently
available geological and geophysical iInformation for the Kotzebue-
Selawik Basin, and to organize and host an interdisciplinary meeting
of geothermal experts to help develop a plan for the Kotzebue project.
(In addition to the meeting called for iIn the contract, it proved
necessary to also hold a preliminary meeting in Anchorage). This 1is
Energy Systems®™ written report on the tasks above.

William Ogle of Energy Systems was Ch\airman of both meetings.
John Beebee compiled this report. Robert Henson contributed Figure 2.
Arlen Ehm, consultant geologist, compiled and reviewed the geologic

data. Linda lbarra prepared the manuscript.



HEATING NEEDS AT KOTZEBUE

We located two guesses of heating oil use iIn Kotzebue. They are com-
pared in Figure 2, p. 3. The study by Retherford, Assoc., Reference 1,
estimated the amount of residential space heating by assuming 467 houses,

900 sg.ft. each, R-1l1 1insulation, 2 air changes per hour, 16,039 degree
days. They came up with residential heating use of .91xI0u Btu/year. No
estimate was given for use by commercial and public buildings.

The draft study by Louis Berger and Associates, Reference 2, had an
estimate of residential fuel oil consumption based on a house to house survey
by the Mauneluk Association and the Alaska Public Forum. The survey found
that in January the average house used 2.21 drums (55 gal per drum) of oil.
This was projected, based on degree days, to heating needs for the entire
year. Heating requirements for commercial and public buildings were estimated
by trying to find actual consumption figures for buildings of the same type,
reducing these to consumption per square foot, and then projecting this on the
basis of square footage. Louis Berger and Associates®™ estimate was .72x1011
Btu per year for residential and commercial space heating combined.

The mayor of Kotzebue, Mr. Royal Harris, estimated that Kotzebue uses
about 1,2 million gallons of oil per year for* space heat, based on the fuel
dealer"s sales. Converted to Btu"s at &iS efficiency that is about I.IxI1011
Btu/year.

We think the actual space heating need for Kotzebue is between .72x1011

Btu per year and 1.IxI101l Btu per year. Other than for space heat, we could
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not identify any planned major uses for low temperature energy at KotzebuO.

Figure 2 also shows electric energy consumption and cost. Only about
half as much electric energy is consumed as is used for space heating. Using
the rule of thumb that a diesel electric plant produces about as much usable
heat as electricity, there presently isn"t enough surplus heat from that
source to heat all of Kotzebue, especially since part of it is already used
to heat the culinary water. The actual generation cost is around $.13 per
Kw-hr. This means that diesel electric energy for downhole pumps, fan-coil
heat exchangers, or heat pumps is very costly.

According to the Retherford Study, Reference 1, the Kotzebue electric
association has had an annual load growth of Q% per year. Some of this (7%)
is due to population increase and part is due to higher consumption per person.
We note that the number of people per house (56.5) is high, and that the houses
are small (under 1000 sq.ft., average). Thus there is a substantial incentive
for more or larger houses. On the other hand, conservation measures have had
a strong effect. We have guessed (Figure 3 ) that the total oil used for space
heat will grow 7% per year. The current (Sept. 1980) cost of oil for space
heat is about $1.22 per gallon plus a delivery charge. Fiqure 3 also shows

what we guess Kotzebue might spend for heat in the coming years.



FEASIBILITY OF DISTRICT HEAT

In preparation for the meeting, ws did a small feasibility analysis for
district heat, which is outlined in Figures 4,5 and 6, pp- 38, 39 & 40. There

are several engineering problems that would have to be solved in a more detailed

analysis:

1. How do you deal with Kotzebue soil conditions? Possible
solutions are shallow burial, burial iIn a concrete culvert,
placing the system above ground.

2. Do you use a one pipe or a two-pipe system?

3. What kind of system backup do you use?

From our analysis, based on what we infer to be the subsurface
temperatures at Kotzebue, we find that the wells must produce 1500
gallons per minute. A 750 gpm geothermal well 1is unusually good, though
not very unusual. A key problem is the cost of pumping so much water
out of the well. The annual electric energy cost for the pumps would
cost no less than $205,000, based on our present view of downhole pressures
and permeability, and present generating costs iIn Kotzebue.

Our estimate, outlined in Figures 4, 5 and 5, is that the total
annual cost of geothermal district heat would be about $2,500,000.

The above annual cost is based on an estimate of $7,590,000 for the
district heat system and $12.5 million for the wells. If the wells were
located closer to the center of town, which is feasible only if fears of

subsidence could be overcome, the cost of the district heat system could



be reduced to $6,000,000. With the most optimistic reasoning, well

costs could be reduced to $4,000,000, using a truck mounted rig. Thus,
the lowest iImaginable cost for the system is $10,000,000. Thus the
capital cost alone (ignoring operating and maintenance) would be $943,900
per year ($10,000,000 amortized at 7% for 20 years). My conclusion is
that the lowest conceilvable cost of geothermal district heat is similar
to the present cost of oil, so that economics alone do not justify
geothermal, {nit since the district heat system without geothermal might
be useful, an effort should be made to further refine the feasibility

analysis of district heat.



GEOLOGIC ASSESSMENT

From the geological information compiled by Arlen Ehm, References 4 to 15
and Figure 10, p. 44, we come to the following conclusions:

1. We can probably find a formation at 5-8000 ft. depth below

Kotzebue that will produce saline water (2 x seawater) at
160-178°F.

2. The dow/nhole pressure may be sufficient to bring the water

to a static level 250-500 ft. below the surface.

3. The data indicates thick sections of high po:*osity under

Kotzebue, but the on™y way to determine well production
rates is to drill a well at Kotzebue and pump it.

All of this is based on extrapolations from the Nimiuk Point and Cape
Espenberg wells, and general geologic reasoning. The best available data to
supplement these predictions is the seismic data owned by Chevron and NANA.
"Water analysis data from the Nimiuk and Cape Espenberg wells would also be
useful. IT seismic data is not available, electrical methods are the only way

to verify the presence of aline water and the depth to equivalent basement with

the budget available.



Request seismic and water chemistry information from NANA and
Chevron.

Integrate this information with the geological data in the
references to obtain the best possible prediction of what a
geothermal well at Kotzebue would produce.

Get more information on what electrical and magnetic geo-
physical techniques will show.

Apply to HUD for funds to do a district heat scoping study for
Kotzebue including geothermal, coal, and heat pump energy

sources.
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NOTES
ALASKA STATE DIVISION OF ENERGY AND POWER DEVELOPMENT
KOTZEBUE ADVISORY PANEL MEETING

September 12, 1980
Salt Lake City, Utah

Energy Systems, Inc. - William Ogle

The purpose of the meeting is to determine what to do with the
$6C0,000 appropriated for the Kotzebue Geothermal Project. The question
is pretty open - we could "return” the money to the State or go all out

on drilling a well.

Division of Energy and Power Development - Don Markle

The purpose of the appropriation is to develop a local energy
source. The program started when Chevron drilled two wells, at Nimiuk
Point and Cape Espenberg, for petroleum. There seemed to be a normal
gradient geothermal resource. (-The wells didn"t seem to show petroleum
and were abandoned.) Bob Forbes, of the University of Alaska Geophysical
Institute, who is unfortunately not able to be here today, and some
others submitted a proposal to look into the possibility of using the
geothermal waters. That, was 4 years ago. The proposal was turned down
by the Department of Energy, but was resubmitted by the City of Kotzebue
2 years ago. It was turned down again.

Kotzebue is the regional center for the northwest Arctic region, in
the sense that state social services for this region are centered there,

aid supplies are landed there and distributed.



The State of Alaska has a "‘policy” of trying to put oil revenues
into renewable resource projects. Senator Frank Ferguson asked the
State Division of Geological and Geophysical Surveys for figures on what
a normal gradient geothermal project would cost. They recommended $6
million, primarily for a well. The other alternative was $60,000 for a
feasibility study. The upshot was a $600,000 appropriation for a Kotzebue
geothermal project. Its an odd amount of money. We could design a
district heat system for geothermal or coal, and return the balance to
the State. We could use it as leverage for participating in federal
programs like the user coupled drilling program.

Now that the State has an energy institute, which is presumably
responsible for research and development of this sort, could the manage-
ment of the project change? The answer is probably no.

Could the $600,000 be redirected to the Pilgrim Springs Project?
The answer is no, but there is $250,000 in the Energy Center appropri-
ation for the Pilgrim Springs project. Incidentally, since some of the
people at this meeting helped us with that project, 1 can say that
project is a success - there seems to be a good resource there. We are
waiting on roads and leases before proceeding further. We also have a
project at Unalaska, looking into the possibility of electricity. There
is a "'district heat” prospect at Tenakee Springs. The University of

Alaska is compiling a geothermal atlas for the State.



City of Kotzebue - Gene Moore

Kotzebue has about 2500 people who live on 294 acres located on a spit
3 mi. long and 3600 ft. wide in Kotzebue Sound, 30 mi. N of the Arctic circle.
Tne Corporate limits include 26 1/2 sg. mi. It is the regional center for
10 villages dependent on Kotzebue for hospitals, schools, fuel, and trans-
portation. The region is about the size of Ohio. Tl.e population is 842
(approximately) Inupiat Eskimo. The economic mainstay is government. Kotzebue
swells in population iIn summer, to 4-5000, as people come iIn to fish. Kotzebue
has a 5 acre campground to accommodate them. Kotzebue influences the region.
It has the only airport that can handle jets. (It is 1 and 10 min. to
Anchorage by jet.) Supplies mostly come on 4 barges between July and September.
The barges have to dock 13 miles off-shore and lighter goods ashore. This
adds 25% to the cost of goods.

People work when it is available, but the economy iIs mostly subsistence.
Officially, 22% of the working population is unemployed. The real figure is
higher. The total region has about 5000 people.

There has been a lot of building going on in Kotzebue. There have been
20 new homes, a 29 unit apartment complex, a $2,000,000 human services
complex, and a new school. We will be building a larger skills center.

People are enthused about geothermal, peat, and coal. The coal is about
60 miles across the water, near Deering.

Some people have personal gardens, and there is a little research into
commercial grain and potato growing.

The Public Health Service built a water and sewer system, over a 17 year

period. They started with plain uninsulated plastic pipe in the ground. It



eventually failed due to freezing problems. The system was rebuilt and rebuilt
again. The water is heated to 47°F at the source and it is sent 8000 ft.

to the treatment plant, at which point it iIs about 32°F. The water circulates
constantly through 4 loops. Waste heat from the power plant is used to heat
it. The sewer system is based on gravity, with force mains. A lagoon is used

for treatment. The sewer system has an infiltration problem.

Northwest Alaska Native Association (NANA) - Don Argetsinger

NANA is a native "'°gional corporation. It has 5000 shareholders, and
$65 million iIn assets. It has title to 2 1/2 million acres. The regional
corporation merged with ail the village corporations except Kotzebue (the
Kikitaganr.iut Inupiat Corporation). Except for the case of Kotzebue, NANA
owns both the surface and the subsurface estate. NANA is involved in a
number of businesses, mostly related to oil. In the region, It has a hotel
in Kotzebue, reindeer herds and a jade pla.t.

By agreement with NANA Chevron drilled the two wells to be considered
here, in 1975. Chevron and NANA share the information. Chevron is obligated
to do further wo k when NANA gets all iari entitlements - In the next few
weeks. They must look at a certain number of acres iIn a given time frame.
NANA needs the consent of the villages it merged with when exploration takes
place on their lands. NANA has 8 or 9 employees iIn Kotzebue, and the local
corporations have some more. All villages are second class cities. NANA

probably owns the Deering coal but not the Hope coal.



Mauneluk Association - Jeff Smith

Mauneluk is a village non-profit corporation. It is quasigovernmental,
but has no government authority. It iIs a contractor for government services
Tike planning and health, manpower studies and training. It is funded mainly
by the State and Federal governments. It has 80 direct employees, and 150
indirect employees through the Community Employment Training Act. It administers
$8 million in grants.

Mauneluk is doing a vegetation mapping study and is involved in a regional
strategy plan for economic development, coastal management, etc.

IT there was a district heat system in Kotzebue, it would be a municipal
utility. The electric association is an REA coop.

The Kikitagarmiut Corporation is the Kotzebue village profit corporation.

Energy Systems, Inc. - John Beebee

Energy Systems estimated space heating fuel needs at Kotzebue and
made a preliminary assessment of District heat

Figure 1 shows Kotzebue, as It appeared In 1978. The city is only
10 feet above sea level, making subsidence a serious consideration. The
Public Health Service installed a water system. The mains are shown as
dashed lines. There are four loops, mostly 4 in. diameter pipe In 12 in.
casing, with insulation between. Hiere are about 500 connections to the
system at present. (There are 467 houses). The pipe is shallowly buried.
Once the water reaches the treatment plant, it is heated by mean™ of
waste heat from the diesel-electric power plant. We don"t know what

portion of the heat from the diesels is used. The water system, as It



exists today, including the collection works, cost $5 million. However,
it is hard to set an exact figure, because the sewer and water were
built together, and parts of the system were reconstructed, over a 17
year period.

Don Clemson at EG&G has been locking at the possibility of circu-
lating 100°F water by means of water mains and using it for both heating
and culinary purposes by means of heat pumps. Since Kotzebue has a
circulating system, it might be well worth looking at. A rough calcu-
lation shows that a lot of the heat could be supplied by the diesel
electric generators. At this temperature expansion is not a problem,
but the 4 iIn. diameter sounds too small, for Kotzebue. Also, the heat
pumps would have t work off of diesel electricity at $.22 per kw-hr.
Nobody in Kotzebue heats with electricity. A permafrost engineer would
have to lock to see If the higher temperatures would be a problem. |In
the Soviet Union there are some installations where treated 140°F water
is piped to the houses and used for heating and sanitary purposes, and
then cooled for cold water.

I an not sure how the engineers will handle the oermafrost problem.
Although the permafrost is not bad at Kotzebue, the effect of adding a
lot of heat to the ground is hard to predict. There is a military
installation 3 miles south of Kotzebue, a radar sitp- with about 100
employees. They have a central heat supply with above ground distribu-
tion. The feasibility of above ground or surface level utilidors would
have to be looked at. Some of the sewer mains are pretty deep, 10-15

ft. Below 5 ft. you have to use a jackhammer or thawing all year.
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Figure 2 shows some figures on oil use at Kotzebue. We compared a
study by Retherford Associates and one by Louis Berger and Associates,
and then chose the figures we liked best. The conclusion is that Kotzebue
seems to use about .875 million gallons of oil per year for space heat.
The Mayor, Mr. Royal Harris, who is manager of the fuel supply, estimates
1.2 million gallons were used iIn the past year, and that consumption is
more or less level. It is hard to favor either figure. The .875 million
gallon figure is based on a house to house survey of oil use by the
Mauneluk Association, and estimates for commercial buildings by square
footage. It was not able to take wind chill effects into account. The
1.2 million gallon estimate is based on records of fuel sales, and hence
does not account for the fuel after it leaves Arctic Lighterage, the
fuel dealer. It also appears that some of the difference may be accounted
for by leaks.

Fuel at the dealer costs $1.22/gal, but iIn many cases there is a
delivery charge that must be added. Also note that the cost of electricity
is around $.20 per kw-hr to residential users. The actual cost of
generation alone is around $.13 per kw-hr, and this is charged to large
users, consumption over 10,000 kw-hr/mon.

Louses iIn Kotzebue are pretty well insulated--6 in. thick walls.

The houses are small, 600 to 900 sg. ft. for a family of 4 to 6. People
have trouble paying their fuel bill. Water and sewer cost $60 per month
per residence, but this doesn®t completely cover system operation and
maintenance. Most houses burn the oil In a space heater, but commercial

buildings and new apartments have hydronlc heat, using a very small



circulation pump.

It is easy to forget, when talking about $20 million district heat
systems, that over the years you may pay this for oil. Figure 3 shows
our estimate of what Kotzebue will pay for space heat based on oil in
the coming years. The main points are that they are presently paying
about &L million per year for space heat, but with a 4% per year increase
in population, a 3% increase in per capita consumption, and a 5% (above
inflation) per year increase in oil prices, they will spend $20 million
(1980 dollars) for oil between now and 1990.

Using the figures already developed, on energy use for space heat,
and estimates what; geothermal wells will produce, we made a small feasi-
bility study for district heat, shown in Figures 4,5, and 6. We used
158°F for the well temperature, vs. the 152°F measured bottomhole temp-
erature in the Nimiuk well. By using a two pipe system things could be
arranged so that all houses get an approximately equal supply temperature.
This was about the absolute minimum temperature for a district heat
system. A 40°F drop from \50°F requires a large heat exchanger, or one
that uses a lot of electricity, In the houses. A 400 watt fan running
all year would consume over $770 worth of electricity.

For planning the geothermal wells, we need 1500 gpm flow. This is
usually two or three wells.

Salinity of the geothermal water is predicted to be twice seawater,
and hence you need a flat-plate heat exchanger at the wellhead.

The Public Health Service estimates a cost of $63-70 per foot for 4

in. diameter mains in a 12 in. aluminum jacket, buried, with a normal
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number of fittings. | assumed cost increased linearly with diameter,
and that one-way lines cost 75% as much as dual lines. The resulting
costs ere similar to estimates iIn the literature for pipes layed iIn
dowmntovw/n Stockholm and eastern U.S. cities, though obviously iIn these
places r. lot of money iIs spent displacing existing utilities and break-
ing pavement.

The City of Kotzebue finds it costs about $35 per foot, with an
average number of fittings, for materials and labor, for the 4 in.
diameter Arctic pipe. This is an awful lot lower than ESI"s estimate.
With a district heat system, there would be a lot more cutting and
filling, and possibly a concrete culvert, to keep hf.at from leaking into
the ground, and to keep traffic from breaking the system. Also, with
such a low supply temperature you may need a 2 pipe system. It is hard
to figure out the cost of dealing with the permafrost, or how to best
deal with 1t. A more detailed study needs to be done to determine the
cost more reliably, but even it couldn®t nail down things like contrac-
tor contingency fees.

As will be seen later, when Arlen talks about the geology, it looks
like the pump setting depth will be at least 1000 ft. This is a problem,
because pumping an average of 660 gpm against a 1000 ft. head is going
to use at least $205,000 per year in electricity. The well cost,
$5,000,000 per well, is based on commonly quoted figures for petroleum
wells In the bush. There doesn™t seem to be any logical reason why the
wells should cost this much. The 2 1/2 wells assumes 2 production and

one injection well. Similar wells at Raft River cost & million each,

19



and there are some on the East Coast that cost $600,000

A 250 HP pump would require an 8" casing.

As can be seen, our estimate gives a total annual cost for geo-
thermal district heat for Kotzebue of $2,500,000. Fuel for space heat
in Kotzebue now costs about $1,000,000 per year.

The last figure (Figure 7, p. 41) shows some other considerations
for Kotzebue district heat. The most outstanding advantage of district
heat is that it can use a variety of heat sources. In the case of
Kotzebue, waste heat from a coal Tired electric pl.nt might be worth
looking at. Geothermal district heat is extremely capital intensive.

It would create about the same number of local jobs it would displace in
fuel sales. It i1s, however, a local source of heat.

Do you need some sort of backup heat for the geothermal system?
The diesel exhaust heat is a good topping source. Perhaps by using
waste heat or auxilliary boilers you could reduce the size and cost of
the mains and household heat exchangers. Perhaps, but the cost of the
mains goes up”linearly with diameter, while the energy carrying capacity

goes up with the square. Thus it is cheap to oversize the mains, within

Comparison with Reykjavik, a successful geothermal heating system,
shows that Kotzebue has a much lower heat density, and the supply temp-
erature is lower. Thanks to Battelle, 1 did find a couple of geothermally

heated towc.s in lceland with heat densities similar to Kotzebue.
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Energy Systems, Inc. - William Ogle

I did a parametric study, based on alternative well costs and depths to
Johnils.

Looking at Figure 8, p- 42, the well depth affects the supply temperature,
the flow rate required, the probable number of wells, and the pumping cost, as
well as the cost per well. 1 assumed you could get 400-500 gpm per well. Note
that there iIs a depth at which the cost is minimum (around 6000 ft.).

The first column shows well depth in feet. The second column shows the
predicted bottomhole temperature. The gradient used is the measured gradient
for the Nimiuk well. The third column shows the useful temperature drop,
assuming a reject temperature of 110°F. It would be hard to use water below
this temperature without heat pumps. The fourth column shows the average
system power, In megawatts. The fifth column shows the required amount of
water. The sixth column shows different assumptions for pump setting depths.
The next column is the number of wells, rounded off to an integral number.

The eighth column, headed Y$, is the cost for the first 4000 ft. of drilling.

I assumed that after this the cost was only half as much. If we don"t think
optimistically the answer is too obvious. The ninth column, Z3$, is the estimated
cost of the district heat system. There is a funny sort of economics being
discussed iIn Alaska, iIn which oil revenues are invested for capital equipment
for utilizing renewable energy resources, and the cost of that equipment is not
considered in computing the cost of that energy. Thus 1 looked at the case
where the district, heat system costs nothing. The tenth column is the 30 year

amortization rate. (The Alaska Power Authority has 8.5% money.) The current
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