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Energy staff, in con unction with legislative staff, .will identif
BT %d | f ﬁ a i estigate admnlnlgtratlve
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INTRODUCTION

ev ew of
olicies. ate roject S hav con

fur In a
glv(g:a%rcn%% shgs \(/)vlenlt gs part m?atllrg |r(1ma gHe cblwo ks Ieggllé
[ suﬁg\ EXesi\ acHw |ép R&L\ rgp%seg a StateV%aec nic %7 SIS éﬁgram
(seeAppendix Ich wes rat y the comnlttee eadershi
This do ent_has beer%egr Driared p; gﬁgto the stéxte work%%ré ras bacquound

materla 0r a c.omnit eetin mtepe fo consider the

recornnen tlons h rein.  The st areas Identified In the state wor&pla
are treate as olows

| Proposed Comprehensive Geochermal Resources Act

' Includ?s resource charac erlthlon ('deflnltlog) [eSOUICe  ACCESS rgleasmg)
water [aw, permitting and well regulation, ana’tesource allocatio

[I. Financial Package

 includes a review of various tax and other incentives for geotherma
rs and users, as well as su ggs 1QnS regiardmg a st te ge rmaI

sectjon should e Cons In conjunction wit
Emall@caﬁ ﬁlo{r? Polch eport whic coptalns rAdltlonal materla
regarding state financing ot energy 3

eve
[Il. District Heating

" OB N M e s

IV.  Miscellaneous

* Includes funding for administrative agencies, |lfe-cycle costing,
f) \H coﬂF %nd zoning, amendmentsgto the' V\)ater Wse Act ano{1 J
envnon ental procedures:

The NCSL eotf]ermal Pr t IS assistin We Alaska he&lsé

opment



| PROPOSED GEOTHERVAL RESOURCES ACT

Synopsis
R e
proposed for dlscussmn purposes
The proposed act would:
réi redefme eotherma esources V|a ermCjﬂerature threshold §12 °C[248°F)

ag.sh am'aae S SIS S 2
ner Oh E

(4) | e Ca%lh\t/)?roq er\'/Uater Use“?\%t ?ﬁé \ﬂ? to geothermal

(5) pow em?or 5|mpI|f|ed access to state lands for low-temperature

6 aa%éf%a.aga'eew T e e

The overall des roposed act IS t0 dlstln UISh between the
develo ment 0 m sourc je ts electrical
eneration, |ndu r| roce eat and eve rbun water
r small-Scale a reen uses culture).
e proposed act Wou st blis e ohshl other development
ISting water Uu es er tainty, simpli |ca |0n 0 proc ures and stimulation
evelopment are the objectives!



DISCUSSION CRAFT
TITLE 38. PUBLIC LANDS

Chapter . Geothermal Resources Act

Article
é. Eeclaratr n of Polrcy}da nitions

eot rmaﬂ Leasl u? tion
Low-Temperature [tgevelopmeﬁt
ARTICLE 1. LicCLARATION CF POLICY AND DEFINITIONS

Sec. 1

A It 1s declared to be In the public. Interest tijoster anq pro ote tt]
discovery, deveopment uction, utilization and disppsal o r1; erma
resource "in the 'state o as a 1N such a manner as w prevent waste,
E?VI e for maximum Fconomrc recovery, prote ﬁ corretatrve rghts, an
aeguard the natural environment and’ the ‘public welfare

It .1s. declared ﬁo be . the HUbPC Interest to foster and. rr])rom
under exrstrn% Y]v e Ut r z the taermal energy contai the
9r0 ndwaters f the state 0 n an efficient and™environmentally sound

Sec. 2

W ta%‘kasrta(nat‘t%nn%sat'é 't%%d%xt'ént“%r%ttt § ta'aSkawre”C'“?{'” ﬁ%&éatﬁ
a_unit agreement nvolvrn subrggt to ederdal urré G\ctron
e prﬁvr e

ale coumite
Bhratron of this act™or an art of this Suspend
¢ NIt operations are regu Fated by the nrte I states
unrt agreement

b
conservatron o? geof erma resotirces q« chomp Ished under suc
Sec. 3

Administration of hrs cha te sh nde e p inciple of multiple yse o
T, WL el R B f e

w\e [ E nds withdrawn — or ~ acquired Qn of tlons of the Department
opergttr%rr?s R tqhurces shall 0(%rrry suéb Fon itions ~ as erlconform the lease

€ Purposes such 1anas.



Sec. 4

Asnrve)é of the sta e's. gthermal resourc S snalrl e performed b the state
g he comnle eajo%]ca { %
%60 A sta men rogres

dlihorzed }stct*t st of e gedt

[esqurces surve cont arn annua e

ec on h esourc |Ie s maint |ned a mace aval able
e blr e of ices of the Sta |ca| and G oph sical Survey

an /0r the tate Ivision of Energy an Power evelopment

Sec. 5
As used in this act, unless the context requires otherwise:

M roduct" means di shyed or entraine Herals and qases Lexclusr de of
t-/:gnrﬂ?grra n, “W%t enrces and helium) associated with geothermal resotrces,an

"correlative rights" means. the ri ht f each geothermal owner in a
eother I ss%em 0g tche Wrtnout nrgste justgan eaultable share of the
aeo hermai resources e (eotherma system

vr ion" ns the Division of Minerals a.id Ener nagement in
éanrcle ? tw apger ané means the IVISION 0? Eore ,Nﬁang antpt\h,ater
agement this chapter;

aothermal area” ané h %neral tand eirea which 1s underlain or
reason y appears to be underlain®by geothermal resources;

ﬁ]enthermal fluid" means brines, water and steam naturally present In a
geother system;

eother al reso rces” means g F natura ﬁat of the eartn at
e T B ki 0, gl i, om
R ﬁa fnc?ud(rln%rpréssure (ﬁ%ﬁ yﬁ mate ra mediyh contarnrn% }he energy,
e

a (ji drsscf ved Brarne nerals, an ases Ich ma bg ained
rom- the materra medium, out excluding hydrocartion substances”and nefium;

G eothermal . system" mean: any strata, pool, reservoir or other geologic
-tormatrgn contarnrng geothermal resgurces P Jeoig

H . terr:irl medlun” rpeans geoth%rmal fluids or water and other substances
% rcra ntroduced Infto a geothermal system to serve as a heat transfer

. "operator”. means any person drilling, maintaining, operating, producin
o i coFr)rtrof of any well " g g, Opefating, prodcing

J. owner" means any person who has the right to drill Into, produce and
make use o? geotﬁlermaﬂy gsources J P

rson me s any Individual, business entity, political subdivision or
éody Itic of ﬁrr]s oryany other state; Vi P



.. "Waste" means any inefficient, excessjve or Impro r r0 UCtIOﬂ use or
ISSIp on 0t, geothe a resources INCIuaIn
drilfin ransportin stora et 00S t at cause or “tend to cause
unnecessary urface Toss 0 geother €Sources,

locafin ing, drillin operating, producin
vehtrnﬂ r %ﬁ vrﬁﬁf I slch a et tﬁgt ?ésu[fts or tnfls to Tesult in
reducing the Itrmate economic recovery of geothe mal resources.

"well" means an % drilled, converted or re ctrvafed for the drsco%/ery,
testra%v tproductr r] r su surfﬁce injection of geothermal resources, or 0
groundwater valuable for 1ts thermal” ene;gy.

ARTICLE 2. GEOTHERVAL LEASING AND REGULATION
Sec. |
A The Divisior of Mrnerals and Energy Management ﬁhall have.and is hereb
grven Burrsdhctron over all .persons and erog ‘f IC anﬁ private, neces arly
0 enforce the provisions of this articl ng hall have ﬁ e power and authority
to make and enf rce rules, requlations and orders reasonaby necessary to carry
out the purposes of the act.

grvrsrmy affected erson ey §£ erfor a hear.ng bef ore the drvreron or. the

hrag rnrtr 8cee in on any %u stions relat |n to the administra-

Porh article Eﬂ Lurrs Iction 15°hereby conf errfe %} the drvrsr n

ear aﬂu determiné ame and enter its rute, regulatio or order wit

respect thereto.

Sec. 2

The st?te of Iask shall ovrrr al ﬁtherm al resources \é/ re 1t hs title to the

minera ? surace es rg %to lore Tor, develo f 1Ze

geot grma resourﬁes owne r¥ tate of z)aska may be barned solely In

ccordance with the provisions 0 hs arti

Sec. 3

The drvrsron if desrge nate geothermal respurce areas anrfl declare certaip of

h H ﬁﬂ lons thereof, “as a "com etrtrve 9eot5erma resource area,. each
which shall contain at least one well capable of producing geothermal

resources In commercial quantities.

sec. A

A The division may, ,under rules and procedures it shall adopt, gran
rosrﬂectrng pe(mrts aYrid Iease(s}| a}r]rg ncﬁalr? J erson In or eP ogexp}ore
evelop or”utilize state-owned geothérmtal resources.

B.  Where trﬁle to the surface, 1s held by a erson other than the state, such
B%rrsgenls all "have a preferential rig t to-a p ospecting permit or lease for such
Sec. 9

A (n lands |rch have not heen designated as a eo{hermal res?ur e area

tne division shall issue a prospecting~permit to the tirst qualified applicant.

5.



3%‘8?%8 W'&ﬁSS‘é’mé’%ﬁé? reaQoSrXcCéé‘SéYrerarr'r%'s“rnc?udagp&vﬁ't in’the Dl The

Ivisjon may, “at Its discretion, 1 ermit Tor an additi na one
vrsror¥ma revoke a P it Sh Hvyd nd tnat the permittee has fArled
to dilligently Brosecute efforts to discover geothermal resources.

. A holder of exclusrve ros ectin ermrt shall have the right, within
rmrt erm o rt da eafter, nv rt uc ermit 10 a' lease.
ands Inclu rnt ermrt "Gompetitive
eot erma sourc area urrn rmit term t ermrttee must make

rr) plication ?or a ?ease within, 9nrrt XS or forfeit Rrs conversion
privileges and his exclusive right to prospect.

C. .(On lands whrchgave been designated eot ermal resource area rospecting
ermits may be grﬁ on a non- e xClusive. |s 0 a one-year e”n (i
ermrts may, at“the discretion o ﬂ { h ren wed annuar)( ers
non exc ro?]pectrng Pherm ts shall havé. no i convert suc
weve eearvrsron n allow Pen itures made under sue.

Us
ermits 0 feasg
ermits e, Cre alhst ments Tor any ease Covering the same

ands, wi |ch 1S subseque% fy Issuea gaY he permittee.
Sec. 6

A (n lands. whichhave.not been declared a competrtrve epthermal reso rce
area an w ich are not_inclu § under an ex usrve {Jgtrn ermit, t
IVision may Issue a geothermal lease to the |rst q e Icant

B S0 R ol e r;rrhermr'mres e e
P sl e i
seai grd on the” basrs S 018 caeh BONR. profit share or ot rsrnél factor.

Sec. 7
e division shall, on all. permits a ses, aftach. such ondrtrons S
el R o B R

wastel%hrti safeguard Fne naiural environment and the pubfime Ia aré

. The drvrsron s | - ulre eotherrp mrttee or [ess e to c? Ipr}sate
eowneri Pr aﬁ %1 ? damag rﬁﬂge Interests
Or t0 post a § frcren ond pendi udrcra determination of the matter,

Sech

Pro ectrn ermrts and Ieases nted und r this article shall nor II
g%resss s%)znepa cels at least 40 acre n SIZe, ano case more than 9% y

erson_shall own, or hold an Interest 1n, geathermal leases coverin
more tharP ﬁ ?00 aelres except thaé leases  In commgrcra Productron fndrvrd%ally
or In concert, shall not be Counted against this acreage limitation

1&|I rProapectrng ermits and lease f shall be subject to an annual rental,
payabe in advance, “of at least one-dollar per acre.



Sec. 9
Anall Cgeeotrtéenrr\nvaﬁl l g?eastn Sa]tfnttlg%aé ?erm o{ ta v%”g] 9 L%;el[mghoef ltelenaey?earss a?ggtvely

Wton D CAcar otLcYor 8 3 ter ot et o O e

The dJVtSloq My reneqotiate Eiaron jons. 0 Heothermal lease, including
renéals N ](b Deginnin ¥ﬁ [ fer the Inftiation of commercial
production an year-intervals thereafter
Sec. 10

A The division shaIA char e a ro%altgroéuct least 10" but not more than 15

n 5SS TEVenues (E]YIVG from %ﬂ sale or utilization 0
g?O}egl’St%a%)&S((UfC?S un

{ast t all asdp harg ar of
B han Proceeds enved ttt roductlon,
sale .or ufl a lon 0 t£ od% under suc aa In no case | the
comblned royalties on a f€ase be less than two-dollars per acre.

ed|V|3|on ma at its discretion the pt{bttc Interest] reduce,

B d In
SUS en a|ve h% Pyaltles otherwise ue unde ?a Iea(f N suc
Cases, the essee shall ’pay a mnimum annual' rental "ot three-dollars per acre.

Sec. 1
A The division shall .promulgate a .development. progra ach. discernible
o ermaI sste nc?udtﬁ ﬁ acmg an ooltfr)tggorg]er ﬁtmts on

uc 0N and CIOh e qune{nje{t orter 10 [evenf waste, promote
St economn:r overy and"protec orTelative i

5ees on a luer aI s im, or Pnar thereof e ter into. a uni

agrigﬁ%nin?a?/rsﬁgﬁe%d o'rv?nog Iy 1S edevet% 8&%’% aCCO?dd\;VVI losrt]tm unit

Shonldf the owners of two-thirds of the Iea ehold |nte]res js_ eothermal
temr yaun agremnta rv b

orc eement a5 o\ess sn a R eement aI at|
gdruecvé%njetén er the principle of corre Ia ts an yappo on|ng cos

Lease 0 er tions, undir a,well-spacing and pooling arder approved
Henqlttnra eeerr]ng (N]Sbe deemedvt{o beplén cg pliance W|Pn Ind wauaﬁ Ie%%e

Sec. 12
A .. The division sha []loromul ate requlattons covennrg ’the sattn asr{)dacmg,

Sanbrent o otrata Wl s 3 {o-predenty - oo PrOGL



Fn]fﬂ N Waervh?éh"rﬁeeyr R iR RSP
N approved reinjection” program
2) pollution of surface and ground water

Sﬁ)re r%@ature cooling of any geothermal system by water encroachment or

(4) blowouts, cavings and seepage; and

@erurrrlrg dsona edr rbar}] lﬂr lanwrlr/re r}er rlrbgrr]r\rrlgo 10y ertres prior

Thedvrsro S a| cause the operator, of any geothermal well or wells 1o
r'elgeul"aige%ae Individual or %?anket urety bonda ¥ogensure comp?ance wﬁlr It

C. Th rnhll he righ eter any property, public .0*
prrvateetdo rsrs%ec aageo eerrr%a ratrtoon 0r €0 plraneye |?rvr[fﬁ “g r%gulatrons.

Bas Corr%trrs]g{orpralﬁvreryérctr Hlaﬁﬁgeryﬁéhg (5%38 gf.ha” he exerpt from (L. and

Sac. 13
R U o
ﬂae r?(ﬁ?mer t0 de eranrnewe he operatron fsuc wel wrﬁ In?er ere

with and Impair an existing water Ti
er tor hall, n nce the drr in eothermal well without
Bre app ova Ehr r \rhosha gqran[ sugh consent pon Ti anrng that:

i ?err'e‘?e pvrv? g %tshrr"r.arr'ra S sting S igh ot

A S A

§7 e oo er O e ibe a1y t 1 taned Dot Or pavtes

Thﬁrggrwewe '%elegraztﬁo;rrr'ovrra?ﬁr%% St OF e HETnee WA Bhel

equent to
The WI hdrawal of eothermal flu1d ro oq rmal. W%| an% Its ? al
Wl'r é ejﬂ&?”"#ﬁé“’” gl b ” Sera] ot X oi
dmn U& g_\ne as % oﬁac EI esa %'Po th ovrs
o the owevetr1 [ma rszﬁ ave a pr%ner rT
rrrg%(htb Pqprr uchq ermal ur s or deminerallzed water der 1o
IC1al" Use t ereo



ARTICLE 3.  LOAFTEVPERATURE DEVELGPVENT

Sec. 1

A The Drvrsron If Forﬁst Land and Hater l\/lnage nt sha|l have and is hereby
[ven urrs%c 10N over a sons and é)rog al? uglic a prrvate ece arP/
0 enforce rovisions of \s arficle, and sh avet %oweran At ity
e and enf ice Thlles reguatrons and nrders reasonaby necessary to carry
out e purposes of the act.

F Any aff cted ersonma § orahearrn before ine drvrshon or. the

Ia/rI]SI(g)rntHHg/ ar é Eﬁ Cﬁue”S 80n as U St ons relating to, the administra-

ycon erreg on the divi s1n
0 hear aﬂd et ermrn e o enter I S ru . requlation or order wit
respect thereto.

Sec. 2

A It 15 ereb declare th the heneficial u> of roundwater includes the
extractian ors or Use o ermI eneraqH d(‘merern or domestic
ural, aquacultura

ommercial, indus rraI agricu er purposes approved
By e civislon. PP 4
Png 1y use Proprr tion rnfludes the [rght to preserve thermal aspects

of groun m’ subsequent impairmen

G oL 8L TR M S S
Sec. 3

AB anThedvg n g hall aveatheleasutt(r)ont tﬁelgau ,ecaraslgt au]s Iease
E ?hsrct iaprhgu Irz'?r? %Swat purp oses or B?fzrng

% oun

er [or t erma
spen geothermal flui a secondary application.

rlof he ssuance aof ch lease the divisio ta1|| de er r that

e var & Unapnropriated grnungivt er Or"spe ﬁ: erm u

u rcrern0 10 achie ThD Urposes rg 8?Si\lask%: wa recrat
Iqh h)e t ease o Pa”r?unatr ?H lease er rrg
reve t he stae une drvrsron 9 s extension of

wa er rrgh for ood causo an e public Interes

A division shall e Ise discretion wrth re ard to the term, r newal
and r ntto Xcee cres srze speclal tan lise a
ssu er rs r Ic[e shal crr spu hﬁ nen ed
Use madeo sate arce r}e rvs_P ?

on rr 0 he e ea ﬂeac e pu>He rnteres an conform the
ase ra lon to other es abs USES such lands.



Leas aymentil £0 the state of Alask E all beo

N t
annual re ](‘ﬂ dvance, or o[ a r rb %are such
aymens J ate eween se a ?ﬂ gn

e d|V|5|on
case sha ease payments ess ree-dollars per acre
Sec 5

The, division shall promuloate such requlatio re necessar
%?g\%%l the dnﬁm oc any gro éwater welﬁJ ? r%F%ermaf1 PUIPOSES sg as 1o

gnoundwat rdonz ca |n Into trata omer than thaé ]nwhlcp
ound” (unle accor ance with ‘an approved reinjectio

@ Eoé%(jh of ,surf ace d d grou

v%ae
m alrmen of pr| {}/ er rla femature coollng or
anc

uc n
reas ?‘ to neighboring orooert s,
heal and he na envirormment.

3 The dIVISPr} a]ll haYe the author| to re 1re aly, oper tor of a
fou water well” ror thermal "pur ossto ¢ a ot o o l?% antheecewe

Bproval of the d{VISIon Erl 0|m c|n a ual dri
Vision TRy require r}e Malntenahee-of rds “and well s it

requUire a0 Ty entér Upn ey pro icor rlvae fRspect
'Wgop rations f orycomplang0 Wit s IDregﬁla’?ons P d

gHbﬂari%etphlEs e sl vev’éﬁ‘)“d‘rﬁﬁlﬁg°'t'he98?0‘&{5|%tr'?§roPa£§r%9t‘65.030(g)

10-



ACENDUM TO THE GEOTHRVAL RESOLRCES ACT
Art. 1 § 1B (deletion)

ioti romote (under
oxistin, T eRit2ab T Je Rl faersg fo foster and promte (o
Art. 18 5 additional definition (E): reletter subsequent definitions

%eothermﬂ] effluent** means the ma&enal medium subsequent to electrical
productron or other primary energy extraction process;

Art. 1S5F (deletion)
... (3 the material medium (containing the energy); and . ..
Art, 1S 4B additional material
Such ri tnl%?h re”c%rE‘l fﬁ? E%Pe”f he.fi e 1 OF JeR3RIoT SUeh, parcel
or Ieas on suc ans or | or elted
Art. 1S5A additional material
the diiisian dgﬁlgl }ggluas a geothermal resource area or withdrawn from entry.
Art, 1S . additional material (B); reletter existing Bas C
Lease cond| |on]g 351 lnclude dil] ce e uwements r% dmg
r||||n Ie se ev?lop]mep al ocomw B such gondl lons ga\
ds or rmma dp thﬁ v ?ﬁ e\..be waived .or suspen
vision or good” cause shown an e public” Interest.
Art 2» 10B: addition and (deletion) X
Th for hown (at It retion).and In
thﬁ Pu%hc Interg ergl l\tljlcselor%usrg%yhd?) \%a?eecﬁgseﬁnh%mn] Fentasl dlﬁ% %0 Pues
othefwise due un Hl %ﬁ eas(? Fn such cases essee shall pay'a
minimum annual renta ree-gollars per acre.)
«*e 21 1WA addition and (deletion)

geotheiml SEr?mulgatela development program on each producing (discernible)

Art. 21 11D addition and (deletion)

Lease operatigns under an approved develqpment program a well-spacin
and poollng order or an a proved9 or unit agré)é)men% snaHJe aeengdp ! pecing

Art. 21 BB addition

. _In the event of unforfeseen Interference to prior rights wil:h
occurs subsequent to his approva

-11-



Art. 25 13C  addition and (deletion)

ﬁse ond e)Fuseo eotperma Iue Fopent eoth rmal fluids)
ﬂ]demm |ze§ ve/a ﬁ da {% esuch
geo ermal eff uen geothenril f UIS Or demin rahzedw

Art. 38 2B; delete entire section; reletter Cto B
R BT P i
S Ll Bl e e

?\gr 5)%%110 eyprogoseol1 dct);

Art. 31 3A addition and (deletion)

secondary’ apoallgg ||Ozdng geothermal effluent (spent geothermal fluids) In

Art. 35S 3B addition and (deletion)

ble ,unappropriated . qroundwater oy, geothermal equ nf (spent
ﬁ?nse%‘c ﬁéh%iﬂ? HC{EH soal?c(ﬁ]e%/ rt to the sg%” E nmess &%@ 8 |f3|o Pea
P o ey Al
H% [ermmalon of SUch eae? i e Vai al Dhsecuent & app Pation
subject to the preference right of eongma 0e0 herma OWNer.
Art. 385B addition and (deletion)

the amtenaqce of such records and well logs as 1t deems necessary
(may require) and ey enter

rop

19-



I, FINANCIAL PACKAE
A Tax Incentives
Relevan x Incentives for eot ermaI oduceri\ ekater ﬁo the income
ax an ge&x re ar o t e rnc |as 8 %\rv? the
nerna ev nu de he geo hern\a| nceh Ve ena&te e
ona nerg Will b avalrl e erma ucers in the
cude cron [g? rrIIrng Ess or de\{elrg&men
owane atid, an additional _jnvestmen

?%@@.sgn e r%?rga'cr it L R
Haucte and nsuring tha Hrvestmen tax crid ? r]o]nl
Hevelopmenerd Vi?‘r%rr(re ﬁrrdo grtlxafaxolsoto ?eveom%:)%regl renrcY%ntv%éoaggothermal

|gh single we N a ollars Assessrng
ge forem Hgvaue oP rﬂre rei DIce T place EP I ancra? Earlg years

aﬂrg re conrneral return, mey consl ¢ drun ear rf n
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TO: The Honorable Ernie Haugen
House Finance Committee

FROM: Milt barlfeernjrFiiscal Analyst
Legislative Fimance Division

SUBJECT: Power Project Financing

Following 1is a summary cf the various funding sources and
mechanisms that might be used to finance power projects:

1. General Funds can be appropriated to fund entire
projects, ”?l-cnt-tr.d costs (reconnaissance and feasibility
studies, engineering, etc.), reserves for revenue bonds, or
partial project cccts. Appropriation of general funds can
be designated as coning from the reserve for energy facilities
development account which is allocated 5% of mineral rents,
royalties, and bonuses, or the reserve for capital outlay
account which is allocated 25% of mineral revenues.

IT the appropriation is made as a grant, it should
probably be viewed as a subsidy. This would allow under —
taking of projects that would not otherwise occur, although
it is conceivable that a project would be subsidized even if
capable of being conventionally financed in c "der to lover
costs to users, say to fight inflation or provide or promote
economic development.

If tna general funds are appropriated as a Joan or to
the power project revolving fund or v/ater resources revolving
fund to be passed on as a loan which will ultimately be paia
bac]; out of project revenues, the appropriation may or may
not involve a subsidy depending on tha terms of tl.e loan.

Tho payback of Icar.s from these revolving funds will
eventually create another source of funding; however# at
present there are essentially no un.loaned funds 1in theee
revolving funds.

2. Revenue horJa can be sold by the State th*
Al&3ka Pc..,r nubnc.r; ty for construction ocats. If tl.e St"to
were to cr.isLine ita full *«*ith *nd crodlt: with the pXe-jet
rover.uas in a *oubl eb«rra*rd® denv. c. lover interest rat?
could b.. retained. (s*../ iHUcnin nv.terials ».c 141 which
proposes t".i: combined revenue-general e-bli : cicn ".*or.d.i
Such bv uht wtuld th sc voter approval.



3. Guarantees of revenue bonds have been proposed from
permanent fund income in U3 Il4. Bond underwriters estimate
this technique could get interest rates down to within 1/4
to 1/2 of a percentage point: of G.0. bends. The advantage
of this proposal is that permanent fund income is the only
available source of revenue that can legally be dedicated,
thus avoiding the necessity of making a large appropriation
to a reserve or guarantee fund to assure the bondholder of
monies to be paid in the event of a default.

4. Subsidies of revenue bonds are proposed in CSHB 414
(attached) by setting aside 50i ofpermanent fund income for
guarantees 0? bonds for which it is estimated that project
revenues vill not be sufficient to pay debt service.

5. G.C. bonds cr double-barrel bcr.ds cculu be 13sutd
tor nrojtc that were not capaole osf paying the debt service
This would be another way of providing subsidies where
r.eadud and determined to bs appropriate.

6. ler.n can be made from the permanent fund principal
However, it will usually be cheaper for tne State to isMU"i
bon**, ft Ilca-tt GCI ™ or gu&rantsrd revenue bands, at tax-
exempt interact raus of cay 6t thar. to appropriate cr
their general and permanent funds which can be invested in
taxable securities earning mure like G*.

7. The Alaska renewablv* resources corporation coulrl
fund pov:fe - prrjccts “rom their 51 of mineral revenues;

however, genet -iiy their mandate is to assist innovative
projects rather than standard hydroelectric facilities.

M22:pv.f
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domain power to existing geothermal wells and
sources of supply, although such * proposal Is
likely to be controversial.

The problem of condemning existing wells or
their forced incorporation Into a heating dis—
trict may be unavoidable where single or oultl-
family wells are already In use. Geothermal
preduction for a heating district may result 1n
reservoir drawdowns, rendering such wells use—
less. District monetary liability for such
e/ents, as opposed to the Issuance of an Injunc—
tion restraining operations, would result, as a
practical matter. In condaematlon. A possible
method to minimize such liability would be the
designation of system-wide econanic drilling
levels, above which no liability would accrue
to the district.

Thu* v legislative agenda for public district
hea « 1is manifest. The charters of existing
political subdivisions should be examined to
identify suitable candidates and amended as
necessary. Alternatively, a comprehensive,

ne< district heating statute may be enacted.
Formation, boundaries, purposes and powers are
the parameters which need to be established for
public heating districts.

CONCLUSION

While this paper has focused on the specific
legal and institutional parameters of geo—
thermal district heating, there are additional
factors subject to legislative Initiative

which will generally affect the pace of Imple—
menting such systems. These Include: public
funding for demonstration projects*, geoheating
public buildings; Innovative and compatible
building codes and zoning ordinances; public
education and technical assistance: loan
programs and tax Incentives for alternate
energy systems; royalties and taxes on resource
production; streamlined regulatory and leasing
procedures; and, resolution of ownership and
water rights Issues. Mille beyond the scope of
this paper, the NCSL geothermal project Is
prepared to assist states to deal with these
policy areas.
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State-mandated local program: no.
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The people of the State of California do enact as follows:

SECTION 1. Chapter 6 (commencing with Section
3790) isadded to Division 3 of the Public Resources Code,
to read:

Chapter 6. Geothermal Revenues

3790. All moneys received by the state from the
federal government for sales, bonuses, royalties, and
rentals of public lands within the State of .California
under the federal Geothermal Steam Act of 1970, as
amended (Chapter 23 (commencing with Section 1001)
of Title 30 of the United States Code) shall be deposited
in the State Treasury and allocated by the Departn.snt of
Finance to the counties socially, or economically
impacted by the federal geothermal leases generating
such revenues. The revenues allocated to counties under
this section snail be for the purpose of planning.
ronstraction and maintenance of public facilities, and
provision of public services.

SEC 2. This act is an urgency statute necessary for
the immediate preservation of the public peace, health,
or safety within the meaning of Article IV of the
Constitution and shall go into immediate effect The facts
constituting such necessity are:

Moneys will be received from the federal government
in July from geothermal revenues and it is essential that
act be effective at that *ime.

33



fact surer

COMPARXSOT OF THE G"JOTHERMAL RESOURCES DEVELOPMENT FUND (GRDF)
AND THE BOSCO BILL (AB1905)

0 Both bill3 establish procedures for dispersing the
revenue? returned to the State as a result of base
scales on federal land pursuant to thg Federal Land
Folic*: and Management Act (TLPMA). Under FIPMA, half
the revenue from bonus bids on geothermal leases, as
well as from rentals and production royalties are
returned tc the State* The State is directed &o place
griority on using the funds to offset the impacts of

geothermal development*

f-\VBS GRDF

o All of the funds returned 0 60% of the funds go to
to the State go directly the county of origin*
to the county —ere the 25% i1s available to assist
lease sale is held other counties with known or
(county of origin) potential resources plan for -

such development 15% is
available to supplement

State agency programs

which will promote environ—
mentally. sound and expeditious

geothermal development*



Specifies that funds would

be available to local
governments arid State agencies
to provide public services
necessary to support geothema.

activities*

Would make funds available

to local goverrments and

State agencies to install
geothermal district heating
systems and demonstrate ether
direct heat- and electrical ap—

plications*

Provides for an interagency
counsel with local and public
membership to determine preje:
which merit funding support*
Requires biennial reporting
of expenditures and acccnpli:
nents made as a result of
Qrojegts undertaken*

Requires reevaluation of
program at tha end of 10

years*



o Allows_counties of origin

to spend funds on airythiag*

Funds would go cnly to counties
where a federal lease sale has
occured. There are at least 17
counties in California with
geothermal resources on federal,
state or private lands* At least

4 of these counties will not have a
federal lease sale, although there
will he developﬁént occuring cr
State and private lands* They
would receive no fends under this
hill to plan for geothermal -
development*

Comities of origin will not be able
to receive funds until 6 to 12 months
after the lease sale has occured*
This would make 1t difficult, if not
impossible, to carry out advance
planning prior to development

pressures already occuring*

0 Requires that funds cnly

be expended cn geothermal
related activities*

Funds would be available

to all counties where it is
needed to plan for geothermal
development and not just
counties with federal lands

or lease sales*

Funds would be available for
all counties, well ahead of
lease sales and development

pressures*

Specifies that funds would
be available to local and
State agencies to permit,
monitor and inspect Jectherrr

activities*
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LEGISLATIVE INTENT

It is tha intent of the Legislature to*encourage alternative energy development
in the State. Further, the Legislature recognizes that California has substan—
tial geothermal energy potential. Geothermal resources offer excellent energy
sources which are advantageous in that: (1) they are indigenous to California;
(2) their development provides a stimulus to the State"s economy; (3) the
environmental impacts of geothermal direct heat may be more acceptable than
those associated with traditional electrical generation, and mitigation of such
impacts is better understood than those associated with traditional electric
generation technologies; (4) their development reduces dependence on other
fossil fuel sources; (5) geothermal power plants are small scale distributed
technjlogies which can increase system reliability and flexibility; and (6) the
lead time for electric power plant construction is relatively short. Based

on the oppo -.unities afforded by geothermal development, it is the intent of
the Legislature to promote environmentally sound geothermal resources develop—

ment.

POLICY

It is the policy of the Legislature to encourage environmentally sound geothermal
resources development. It is further the policy of the Legislature to reduce

the State's dependency on scarce fossil fuels. Therefore, in order to ensure
that geothermal development occurs in an orderly and sound fashion, the Legis—
lature hereby declares that all revenues derived from the 0. S. Bureau of Land
Management®"s activities under the Geothermal Steam Act of 1970 and distributed
through Section 317 of the Federal Land Policy and Management Act (FLPMA),

PL 94-S79, be appropriated in the following wayst

GENERAL PURPOSES

All monies returned to the State pursuant to Section 317 of FLPMA shall be used
to promote geothermal resources development related activities including, but

not limited tot

(1) Carrying out necessary planning activities to ensure orderly,
environmentally sound geothermal development in as expeditious a

Banner as possible, including, but not limited tot



®
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resource assessment and exploration technology

local and regional planning and policy development and
implementation for complying with State and federally mandated
programs

identification and incorporation of feasible mitigation measures
necessary to offset adverse impacts to the State®s natural
resources including the necessary collection of baseline data
and monitoring

preparing geothermal elements to county general plan.-# zoning
and other ordinance and accompanying environmental and planning

documents.

(@ Providing tha necessary public services required to implement#

mitigate and.enhance geothermal resources development# including#

but not limited tot

®

@

processing requests and preparing permit application#s related
environmental documents# monitoring and inspection of geothermal
activities to insure compliance with local, regional and State
lavs# regulations# ordinances and other geothermal related
activities: identifying and carrying out actions necessary to
mitigate impacts as well as participating in research and
development activities

planning# construction, operations and maintenance of necessary

public services.

(3) Projects demonstrating tha technical feasibility and econosiics of

geothermal direct heat and electrical applications.

(4 Other projects that can be shown to promote development consistent

with tha policies of this Act.

SVECZNnC PROVISIONS

Public Services means those services which lIczal jurisdictions must

provide as a result of geothermal development activities.

Local Jurisdictions means legal subdivisions of the State, including

cities, counties# and special districts.



DXAF?
May 31# 1979
Page 1ZZ ? e

County of Origin means any county in which the Bureau of Land Management
lease sale occurred.

Geothermal Resources Development Account means the account established
in the State Controller®s Office which shall consist of all monies returned to
the State by the U. S. Treasury pursuant to Section 317 of the Federal Land
Policy and Management Act.

Geothermal Resources Development Fund means those funds which are earmarked
for disbursement by the Council and which shall consist of 40 percent of the
Geothermal Resources Development Account.

Potential or Known Geothermal Resources means those areas of the State in
which there is an identified geothermal resource either as* a) known geothermal
resource area (KGRA) as designated by the U. S. Geological Survey; b) geothermal
resource areas as designated by tha Division of Oil and Gas; or# c) areas with

surface manifestations and other indications of the presence of a geothermal

resource.

The Geothermal Resources Development Fund and the Geothermal Resources Develop*
ment AOcount are hereby created. All monies in the Account shall be expended

for the purposes stated in the Act.

There 1is in the Department of Finance an advisory body known as the Geothermal
Coordinating Council# hereafter known as the Council which shall establish
guidelines for the administration of monies in the Geothermal Resources

Development Fund.

The Council shall have the authority to determine which local jurisdictions
have potential or known geothermal resources for tho prescribed purposes of

this Act.

The Council shall coordinate with the California Energy Commission®s statewide
planning policy and research and development efforts# as well as other affected
State agencies®” geothermal planning and program activities, for the promotion
or regulation of geothermal energy resources in establishing its guidelines

for the administration of the Geothermal Resources Development *und.



CALIFORNIA LEGISLATURE-19TWO REGULAR SESSION

ASSEMBLY BILL No. 1305

- Introduced by Assembyman Bosco
(Principal coauthor: Senator Keene)

May 21.1979

REFERRED TO COMMITTEE ON RESOURCES. LAND USE. AND ENERCY

An act to add Chapter 6 (commencing with Section 3790)
to Division 3 of the Public Resources Code, relating to
geothermal revenues, and declaring the urgency thereof, to
take effect immediately.

, LEGISLATIVE COUNSEL*S DICEST

AB 1905, as .introduced, Bosco (Res., LU. &
E.). Ceothermal resources: federal lease sales: disposition of
revenues.

Existing state law does not provide for the distribution of
moneys received by the state from federal geothermal lease
sales of public lands. Existing federal law provides for 50
percent of the moneys received for geothermal leases under
the federal Geothermal Steam Act of 1970, as amended, to be
paid to the state where the leased lands are located.

This bill would pro/idc that all moneys received by the
state from the federal government for federal geothermal
leases within California be deposited »n the State Treasury
and allocated by the Department of Finance to the counties
socially or economically impacted by the federal geothermal
leases generating the revenues.

This bill would take effect immediately as an urgency
statute.

Vote: %. Appropriation: no. Fiscal committee: yes.
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Representative Bill Miles
Co-chairman

House Resources Committee
Alaska State Legislature

Pouch V

Juneau, AK 99811

Dear Representative Miles:

SSHB *79, the proposed legislation relating to the development of
geothermal resources, contains a subsection in :.ts drilling regulations
section (Sec. 41.06.040, page 7, line 27) that says:

(d Geothermal wells regulated by the commissioner under this
chapter are exempt iron the jurisdiction of the Alaska Oil and Gas
Conservation Commission under AS 31.05.030(9g)-

This subsection was included at the request of the AOGCC in order to
clarify that the commission would not be responsible for geothermal
resources under the "hazardous substance™ clause in Sec. 31.05.030(g)
(attached). It has been brought to my attention that the proposed
Sec. 41.06.040(d) does not accomplish this purpose and creates some
confusion as to when AOGCC regulations do avply.

Sec. 31.05.030(g) provides that the AOGCC may designate areas where
ther* is likelihood of an unexpected encounter of oil, gas or other
haza:-jus substance, and specify drilling depths in those areas below
which any well or boring would be subject to AOGCC regulations.

According to the definition in proposed Sec. 41.06.060(9) of SSHB 779,
geothermal veil "means a well drilled converted or reactivated for the
discovery, testing, production or subsurface injection of geothermal
resources.”” Thus, exempting "geothermal wells" from AS 31.05.030(g)
docs not release the AOGCC from responsibility if a person drilling for
some other purpose unexpectedly encounters geothermal ro«ources or hot
water under pressure.

Furthermore, by exempting "geothermal wells" from the jurisdiction of
AS 31.05.030(g), vs are in essence saying that, if a geothermal operator
drills in an area of the stato designated by the AOGCC as an area vhero
thore is likelihood of an unexpected encounter of oil, gas, or other
harardous substance, tho geothermal operator would not be subject to
AOGCC regulations and requirements, oven when drilling below the dopth
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specified by AOGCC. Consequently, if the geothermal operator drilling

in a designated area does encounter oil, gas or a hazardous substance
other than geothermal resources below the specified depth, it is not
clear whether or not his operation is subject to AOGCC regulations.
Common sense dictates that it should be. However, the specific exemption
of "geothermal wells"™ from AS 31.05.030(g) indicates that it may not be.

The Department of Natural Resources has drafted a new proposal to replace
subsection (d) of proposed Sec. 41.06.040 in SSHB 779 that we feel will
accomplish the purpcse for which it was intended and avoid confusion in
determining when AOGCC regulations apply. The attached D!iR proposal
establishes a mechanism whereby persons drilling for purposes unrelated
to geothermal resources who unexpectedly encounter geothermal resources
or hot water under pressure will be regulated by geothermal well drilling
regulations under 41.03.040- not AOGCC regulations. It also specifically
exempts geothermal resources and hot water under pressure from the term
"hazardous substance™ a3 used in AS 31.05.030(g)-

The Department feels that this proposal could be further improved by
deleting the last sentence that clarifies the term "hazardous substance"
and actually amending AS 31.05 to define that term. DNR has offered
assistance to the AOGCC if it wishes to submit such an amendment to be
included in SSHB 779.

Director

Attachments



DtJR proposed replacement for Sec. 41.06.040(d) 1in SSHB 779 (page 7,
line 27)i

(d Whenever a person engaged in a drilling operation not
otherwise subject to this chapter encounters geothermal resources
or water hot enough or under such pressure as to be hazardous, he
shall be subject to regulations and requirements adopted under this
chapter. When the commissioner finds sufficient likelihood that
drilling in an area of the state will result in such an unexpected
encounter, he may designate the area and specify conditions under
which wells or any borings into the soil not otherwise subject to
this chapter are subject to regulations and requirements adopted
under this chapter. Neither geothermal resources nor water hot
enough or under such pressure as to be hazardous shall be considered
a "hazardous substance" for the purposes of AS 31.05.030(9)-
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March 13, 1980

Representative Bill Miles, Co-Chairman
House Resources Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Representative Miles:

The Department of Natural Resources appreciates this opportunity
to comment on SSHB 779, "An Act relating to the development of

geothermal resources.” The Department has worked closely with
the National Conference of State Legislatures (NCSL) during the
drafting of this bill. We believe this bill is a tremendous

improvement over the lengthy and outdated Geothermal Resources
Act (AS 38.05.181) now on the books, and we strongly support the
bill"s intended purpose of encouraging the beneficial use of
thermal resources 1in Alaska, especially direct applications of
hot-water resources.

The Department feels that SSHB 779 effectively consolidates the
essential aspects of our Geothermal Resources Act and appropri—
ately deletes nonessential 1items to produce a shorter, more
concise bill that will ease administration of and remove obstacles
to development of thermal resources.

We are in favor of the bill"s separation of functions and
authorities affecting only state-owned lands and resources from
statewide police powers, by retaining the former in Title 38
and placing the latter in Title 41. This 1is consisto”™t with
the approach of other state statutes and helps clarify the
applicability of the proposed legislation.

The Department is particularly supportive of the bill"s provision
to define "geothermal resources”™ based on a temperature threshold
(120=C.). This will allow for simplified procedures for obtaining
rights to the use of hot-water resources (below 120<=C.) by
requiring nothing more than an ordinary water appropriation as
opposed to the much more stringent leasing requirements. Conse—
quently, 1t provides an incentive for tho small ale development
nnd local use of thermal onergy, thus dccrcasii Apendency or

more expensive, nonrenewable onergy resources.
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We also support the submission of the Water Use Act "house—
keeping™ amendment, IID 186, as a companion bill to this legis—
lation. Attached is DNR 3 recommended substitute bill for HD
186. Since HB 186 was 1ii troduced in the first session, the
Revisor of Statutes has nade several of renumbering and punc—
tuation changes proposed in HB 186. The attached substitute
deletes those sections of HB 186 that are now irrelevant for
housekeeping purposes and contains minor modifications to make
it more compatible with SSHB 779.

DNR % recommended substitute for HB 186 contains several provisions
that are significant to SSHB 779 and that will prevent conflicts
between geothermal development and water rights. Sec. 46.15.120
would clarify the State"s ability to place coMitions on certif—
icates of appropriation in order to protect the correlative

rights of geothermal owners in a geothermal system. Sec. 46.15.

115 would clarify the grounds for termination of a permit as
provided in AS 46.15.100. This would emphasize the State"s ability
to enforce safety and resource conservation aspects of drilling
hot-water resources (below 120=C.) acquired under the Water Use
Act.

The recommended HB 186 substitute would also include a definition
of the phrase "mineral and medicinal water™ which appears in both
the constitution and the Water Use Act. "mineral and medicinal
water™ would be defined to include springs reserved by the federal
government as was the intent of the framers of the Constitution,
and also to include "geothermal fluids.”™ In the Water Use Act,
"water means all water of the state, surface and subsurface,
occurring in a natural state except mineral and medicinal water.™
Therefore, the definition of "mineral and medicinal water™ 1in

HB 186 would exempt geothermal fluids from the definition of water
in, and thus management and appropriation under the Water Use Act.

This provision is absolutely essential to SSMB 779. IT geothermal
fluid were not exempted from the definition of "water™, SSHB 779
would create severe legal conflicts with the Water Use Act that
would diminish or prevent the beneficial effects it was meant to
encourage.

In analyzing SSHB 779, the Department has identified potential
conflicts between the management of geothermal resources and water.
We feel that SSHB 779 goes a long way to preventing these conflicts.
However, there are some questions that have not been totally re—
solved. Due to the complexity of this 1issue, it is likely that

some questions may not be resolved short of litigation and a
Judicial ruling DNIt believes the intended purpose of SSHB 779 1is
extremely worth while nnd, if enacted with DNR 3 recommended
substitue for HU 186, we think it would achieve that purpose.

Once the Department has had some experience with the management
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of geothermal resources and its relationship to water under this
new legislation we will be in a position to consider potential
amendments to resolve conflicts or questions which may arise.

Resche, Commissioner
Dept. of Natural Resources



Alaska Water Resources Board
323 East Fourth Avenue
Anchorage, Alaska 99501

PRESS RELEASE - March 17, 1980

For immediate release For further information
contact:
Richard H. Sims - Kodiak
486-3157, 486-3613

WATER BOARD RECOMMENDS
GEOTHERMAL, STREAMFLOW, FLOOD
LEGISLATION

Meeting in Juneau on Tuesday through Friday the seven-member
state water resources advisory board to the Governor has approved
resolutions supporting legislation revamping the state"s get.hermal
leasing laws, a bill establishing a process to adjudicate claims
to instream flows of waters for navigation and fisheries, and a
repeal of a territorial statute which provides broad liability of
the state for f7o0o0d control projects. The Board considered the
existing geothermal Ileasing act a complex impedi .lent to development
and supported a provision in SSHB 779 which set a low end temperature
cut-off of 120=C for geothermal leasing although some recommended
a lower temperature. Water under 120=C would be handled as a
relatively simple water right rather than by lease. The Board
stongly endorsed HB 118 to set up a process for solving disputed
claims to streamflows for navigation, fisheries, and other purposes.
The Board recommended Additional language to close a loophole 1in
existing state law and require the federal government to use this
procedure as well as state or local agencies.

In a surprising vote, the generally conservative board
recommended the licensing of operators of highly portable suction

dredges as a means to limit their unauthorized uso on existing



valid mineral claims and fish streams by an expected influx of
inexperienced outsiders from the lower 48.

In Thursday action the Board met with officials of the Yukon
Territory Water Resources Agency and discussed common concerns
over the expected summer "gold rush™ from inexperienced non-resident
operators. On Friday the Board reviewed Department of Environmintal
Conservation water quality studies and proposals related timber
harvesting, mining, and road construction.

Members of the Board are Chairman Richard Sims - Kodiak,
LeVake Renshaw - Anchorage, Charles Johnson - Nome, Peg Tileston -
Anchorage, Wayne Westberg - Anchorage, David Vanderbrink - Homer,

and Frederich Boness - Anchorage.
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ALASKA WATER RESOURCES BOARD
323 E. Fourth Avenue
Anchorage, AK. 99501

March 14, 1980

Honorable Jay S. Hammond
Governor

State of Alaska

Pouch A

Juneau, Alaska 99811

Dear Governor:_ )
At Its March 11-12, 1980 meeting in Juneau the boa”~d heard
testimony and discussed several pieces of pending legislation.
Attached are the Board"s recommendations on HB 186, HB 118, SSHB
779, and SB 395.e Because of the possibility of imminenc mark-up
of some of these bills, by copy of this letter | am transmitting
the Board"s recommendations to members of the House Resources
Committee.
eWe would be happy to elaborate on our position regarding
this legislation. We feel all four bilm are very important
and we support their passage with the changes we have recommended.

Sincerely,

Richard H. Sims, Chairman

cc: Representative Miles

Representative Osterback
Representative Zharoff
Representative Carney
Representative Cotten
Representative Fuller
cepresentative Chatterton
Representative Eliason
Representative Halford



ALASKA WATER RESOURCES BOARD
March 1980

Resolution 80-1

Whereas HB 118 introduced in the Eleventh Legislature proposes
changes in the Water Use Act that would allow the inclusion of
maintenat-e of instream flow and water level under the provisions
of the Water Use Act; and

Whereas in Alaska the maintenance of instream flows and water
levels is important to navigation, fish and wildlife habitat,
recreation and other beneficial uses of streams, rivers and
lakes; and

Whereas the present statute governing water rights, the Water Use
Act, AS 46.15, presently states that a diversion, impoundment or
withdrawal 1is a prerequisite for a use of water to be considered
an approporiatlon and maintenance of instream flows and water
levels does not meet this prerequisite; and

Whereas 1instream flows and water levels are presently being
reserved under procedures that are uistinct from the Water Use *
Act, creating reservations that have no standing in time within
the water rights system, resulting in duplication and conflicts
in water management efforts and delays in resolving con—

flicts and may not be enforceable in problem situations; and

Whereas tho federal government may assert water rights in federal
court when no state procedures exist for quantification of federal
water rights; and

Whereas the lack ot state procedure for allocation of stream

flows and water levels 1is the only area in existing state statutes
where the federal government docs not come under state procedures

for the allocation of claimed "non-reserved”” federal water rights;
and

Whereas state rules for the adjudication of water use are preferable
to federal court action on ruch issues; and

Whereas the provision in HB 118 resolve these problems and stream—
line the state®8 water management system; and

Whereas HB 118 is a necessary companion bill to effect implementation
of HB 953.



Now therefore be it resolved that the Alaska Water Resources Board
recommends passage of HB 118 with the following changes:

page 1. line 16 add "," after subdivision, delete "or" and add
.after state "or agency of the United States.”

page 1. line 23 add ""and other beneficial uses™ and most
importantly

page 2. line 1 delete "exists" and insert "is demonstrated"”

Dated this th day of March, 1980

Richard H. Sims, Chairman



Alaska Water Resources Board
Resolution 80-2

Whereas a DNR substitute for HB 186 proposed in the Eleventh
Legislature, second session proposes changes in the Water Use

Act that will make it compatible with and a necessary companion
to HB 779, the Geothermal Resources Act; and

Whereas HB 186 also proposes housekeeping amendments to the Water

Use Act which will streamline and improve the efficiency of water
rights processing in Alaska;

No therefore be it resolved that the Alaska Water Resources Board
recommends passage of the DNR substitute HB 186 with the provision
that in section 46.15.120, "correlative rights”™ be changed to
"leasehold rights” since allocation of correlative rights would
involve more than one leaseholder and since even a single geothermal

leaseholder may need protection against later depletion of geothermal
medium by subsequent water users.

Dated this March, 1980.

Richard H. Sims, Chairman



Alaska Vater Resources Board
Resolution 80-3

Whereas SSHB 779 introduced in the Eleventh Legislature, second
session proposes changes in state law concerning development of
Alaska % geothermal resources; and

Whereas the existing statutes are unnecessarily long and complex,

and do not distinguish between large scale high temperature develop—
ment and small scale lower temperature uses of geothermal resources
and are an impediment to the development of geothermal resources;

Whereas SSHB 779 makes significant improvement in these deficiencies
and attempts to remedy potential conflicts between high temperature
geothermal development and rights in groundwater use.

Now therefore be it resolved that .the Alaska Water Resources Board

recommends passage of SSHB 779 1in conjunction with Department of
Natural Resources proposed substitute for HB 186.

Dated this th day of March, 1980

Richard H. Sims, Chairman



Alaska Water Resources Board
Resolution 80-4

Whereas, Senate Bill No. 395 has been introduced to repeal

AS 44.80.020 to AS 44.80.050, an act relating to flood control
project damages; and

Whereas, the existing legislation provides automatic liability
on behalf of the State for any flood control project; and

Whereas, under existing legislation that measure of liability is
that of a private party rather than that of the sovereign; and

Whereas, each individual federally funded flood control project
requires an acceptance of only federal liability by the State or
municipality upon completion.

Therefore be it resolved, that the Alaska State Water Resources
Board strongly recommends passage of Senate Bill 395.

Date this March, 1980

Richard H. Sims, Chairman



Alaska Wgter Resources Board
Resolution 30-5

Whereas the Water Resources Board perceives that the increased
value of precious metal has triggered a large influx of in—
experienced persons who wish to prospect for those metals
through the use of small protable suction dredges; and

Whereas there is a significant potential for degradation of
Alaskan streams through the increased use of small portable
suction dredges; and

Whereas the use of portable suction dredge can have great
detrimental effect on water quality and the habitat of anadromous
fish; and

Whereas the extreme portability of the suction dredge and their
use in non-established mineral claims results in great difficulty
in preventing damage through stream surveillance.

Now therefore be it resolved that the Department of Environmental
Conservation via legislation or regulation adopt a policy of
licensing the operators of portable suction dredges on other

than established mineral claims as a means of insuring that

these operators are aware of the constraints placed on all

citizens concerning stream degradation and protection of anadromous
fish streams.

Dated this 1980

Richard U. Sims, Chairman
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CSSSHB 779- Synopsis
Cheryl-

This 1isn"t an in-depth analysis in that 1 talked with someone
at DNR in Anchorage to give it to me in a nutshell.

The present” statutes dealing with geothermal resources are
long, complicated and cumbersome. This bill would simplify
the present statutes by:

1) Clearly defining the difference between geothermal and
a water resource. Geothermal constitutes any water source
found while drilling that 1is over 120 degrees Celsius.
Anything under would be just a water resource.

2) The reason for the distinction is if the source is defined
as geothermal, then it will fall into the same category
as oil, minerals etc. The state then has a much higher
interest particularly in land disposal areas and mav want
to develop the resource.
0 *itr
3) If the source is not geothermal, someone finding”under
120 degree*Celsius -mtmm may use it for their own purposes and
not be subjected to the present complicated permit process.

According to the guy at DNR, no one is against the bill or
at least didn"t testify against it at the House Resources
hearings.

Fiscal impact is approx. $48,400 the first year, by the creation
of one civil engineering position at DNR.
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THE LEGISLATURE OE THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

REQUEST
DilJ/Rc>olution No. ~ MB 779
Tjlle An Act relating to the rievelopn.ent of geothermal resource.-.

Requested by House Resources Committee Date_ 2/25/fi0 «

FISCAL DETAIL
Agency Affected  Department of Natural Resources

Program Category Affected NRMEC

BRU, Program, or Subprogram(s) Affected Water M a n a gi_e ment -

(Note: If more than one budgiet_component is affected, separate Tine-item amo{nTS and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY 83 FY 84 FY 85

PERSONAL SERVICES 38.4 40.3 42.3
TRAVEL 4.5 4.5 4.5
CONTRACTUAL 3.0 3.0 3.0
COMMODITIES 1.0 1.0 1.0
EQUIPMENT 1.5 D -0-
LAND & STRUCTURES

GRANTS. CLAIMS. ETC.

TOTAL 48.4 49.3 50.8

FUNDING  (Thousands of Dollars)
48.4 49.3 50.8

E&SITIQNS

FULL TIME 1 1 1
PART TIME
TEMPORARY

CC,

33

ANALYSIS (See Fiscal Note Preparation Instructions, Section I11)
SEE ATTACHMENT

Budget and Management .
Prime Sponsor (First Legislator Named)

001 (Rev. 12/79)
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Alaska Department of Natural Resources
2/27/80

111 ANALYSIS FOR HB 779

The Governor®s FY 81 budget includes several projects that relate to
geothermal resource Inventory and management. (See attached budget
sheet.) Because of this, the department feels that much of HB 779"s
fiscal impact can be absorbed without appropriating additional funds
by redirecting slightly these already scheduled projects. However,
additional support is necessary to carry out the department®s new
statewide responsibility per HB 779 for regulating the safety and
resource conservation aspects of geothermal development.

Not only does HB 779 give to DNR this Important, new regulatory
responsibility for geothermal resources, but the department is also
given the responsibility to regulate all hydrothermal resources that
fall below the 120*C temperature threshold that is used to define
geothermal resources. Recent experience Indicates that sub-120=C hot
Jatrr resource development (such as the Pilgrim Hot Spring protect)

may require regulation for safety and conservation purposes even

though the resources Involved are not considered "geothermal resources"
for leasing pum”es.

This fiscal note outlines what Is needed for the department tr expand

Its geothermal resource management program to Include resource conservation
and operation safety regulation of geothermal and hydrothermal development
on a statewide basl3. Specific program objectives are:

1. Develop and adopt simple and workable regulations and procedures
dealing with operation safety and resource conservation of
geothermal and hydrothermal development on all lands in
Alaska as provided by HB 779;

2. Develop and maintain a program to promote snfety and prevent
waste of geothermal and hot water resources in the state.

The program would also Include provisions for technical assistance to
those wishing to develop geothermal resources and other agencies that
nru Involved in such resource development.

To accomplish these objectives in FY 81, the department needs n minimum
of one full time Civil Engineer Il with special knowledge of dril.lIng.
method:: and operations, groundwater geology and fluid mechanics. A
detailed description of this position®s duties and associated position
costs are outlined in the attached Request for New Position Form 13.



1
PERSONAL SERVICES:
satary $2,532/month 30,384
BENEFITS 4,548
FICA 1,975
HEALTH INS 1,524
TOTAL PERSONAL SERVICES
TRAVEL
T0  coNTRACTUAL
T commopiTiES
17 EqQuiPMENT
T3 OTHER
TO IALCOST
CODE FUNDING SOURCE
15 FED TICPTS
16 GF MATCH.
T GEN FUND
IB I. A RCPTS
19 IV.M RCPTS
70 OTHER
1 JC55TINJIAL.I
B ApOITION ¥ FOR B&M
dA KEE NUMBER - — _ %= . 111
- mvm - L5V \A

rdct lon TITLE
CIVIL ENGINEER 11

TYI'L Ol POSITION staff MONTHS IMT*No.
PFT n 12

TYPE OF EXPENDITURE

AGENcY Departncnt of Natural Resources

10 REQUEST FOR NEW
1° POSITION.

07 iota in** ?» »

PCN No
NEW

AMOUNT

38*431
4,500
37000
1*000
1.500

48.431

48.431

PROGRAM AREA-

BRU

COMPONENT.

Poge .

R.N%E/STEP

PRIORITY

JUSTIFICATION:
Proposed legislation requires that the Department of Natural

Resources adopt regulations and Implement a program to

prevent waste, contamination and Injury caused by
exploration, development and production of geothermal
resources In the state. This new position will prepare

regulations based on the new geothermal legislation and
develop guidelines, standards and administrative procedures

to |Implement DNR 3B new regulatoryresponsibilities. For
each geothermal development project in the state, the
position will (1) review and evaluate development and
operation plans to determine compliance with its

regulations; (2) perform site inspections of projects to
ensure adherence to plans and specifications; (3) provide
technical assistance with engineering and hydrologic
problems as needed; and (4) maintain records on all aspects
of development. Finally, in order to allow appropriation of
hot water under AS 46.15 (Water Use Act) for the use of Its
heat value, to ensure an approprlator®s right to that water
and 1its thermal properties, to -protect the rights of prior
apprrpriators and to protect the public interest, this
position will develop and apply criteria and standards for
evaluating permit applications, issuing permits and making
appropriations for the use of hot water. The position will
also perform site inspections to ensure that appropriations
are being perfected in accordance with the water use permit
and to provide technical assistance to hydrothermal
development projects.

In addition to the general civil engineering position

NRMEC

Wate Management F)( E{L

Water Use Management

REVISED
DATE



requirements, this position will require knowledge and experience In drilling high pressure fluids for monitoring
the design, operation and maintenance of water, oil or gas wells; groundwater hydrology and Tfluid mechanics.

Because the position will be responsible for implementing a safety and resource conservation program for hot-water
and higher temperature geothermal resources that is independent of state-land ownership, considerations include but.
are not limited to development of state geothermal leases, and because of the inextricable connection between Water
Use Act procedures and those tasks outlined above, this position and its support will be placed in the Water
Management Section "*f the Division of Forest, Land and Water Management,

The responsibilities of the Water Management Section under the Water Use Act, especially its function of reviewing
water use permits and making water appropriations, already transcend state- land management. The Department
therefore feels that the safety and resource conservation regulatory aspects of hot-water and geothermal
development is most efficiently and effectively placed with the Water Management Section.

M3ENCY Department of t.aturnl Resources PROGRAM AREA NRMF.C
BliU . Water Management FN/ E{L
Water Use Management
COMPONEaI\é]I | of 2 REVISED
OATE '

10JJ (Rtv. 7/701
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