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HEALY POWER PROJECT
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*Golden Valley Electric Association, Inc.

*Joy Technologies, Inc. and Niro Atomizer

» Stone & Webster Engineering Corporation

*TRW Combustion Business Unit

» Usibelli Coal Mine, Inc.
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CONSTRUCTION EMPLOYMENT

Mid -1992 through 1994

$134,197,000 Budget

Construction Employment-200 Workers

OPERATIONALEMPLOYMENT

GVEA/UCM -Power Generation
50 to 60 workers

UCM -CoalBeneficiation (Potential)
Additional Workers
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Healy Cogeneration

Project

The combination ofnew coal-
burning technologies and low-
sulfurAlaska coal will result in
one ofthe cleanest coal-burn-
ing powerplants in the world

Healy Cogeneration Project

Healy Cogeneration

Project Selected
“In"August 1989 the Alaska Indus-
trial Development and Export Au-
thority (AIDEA) submitted a pro-
Bos_al for the Healy Cogeneratlon
roject (HCP) to the U.S. Depart-
ment of Energy (DoE) under the
DoE's Clean Coal Technology Pro-
gram. In December 1989, the HCP
proposal was selected from among
48 other grcyects for grant funding
of up to S93.2 million. The grant
will finance nearly half of the de-
sign, caEntaI and " initial operatln?
costs of the HCP plant. The projec
schedule calls for plant construc-
tion to be complete in 1995 with a
one-year start-up and test program
to follow. o
The HCP project will construct
a state-of-" e-art coal-fired power
plant at Healy, Alaska. The power
plant will provide 50 megawatts of
competitively priced electricity to
satisty increasing railbelt demand;
will demonstrate innovative coal
burning technologies; and may pro-
vide energy for the future develop-
ment of a ﬁllot-_scale plant to bene-
ficiate high-moisture Alaska coals.
The combination of new coal-burn-
ing technologies and low-sulfur
Alaska coal will result in one of the
cIeanest coal-burning plants in the
world.

Alaska Benefits .
The Healy Cogeneration Proj-
ect will draw national and interna-

tional attention to the_demonstra-
tion of _Ieadlng-e_d?c Technologies
and provide a variety of benefits to
the state'’s economy. The project
will employ approximately 200
workers during a two year construc-
tion period and create about 50
year-round jobs in Healy once the
P_Iant is fully operational. In addi-
jon to employment, several other
long-term economic benefits  will
contribute to the future well-being
of Alaska’s railbelt.

Satisf*\}ng Growing Railbelt En-
ergy_Needs )

The addition of a new, efficient
50 megawatt power plant will pro-
vide power to satisf mcreasm? rail-
belt e.nergﬁ/ demands and wil .hel’o
diversify the fuel base of the railbelt
E_owergrld. Between 1984 and 1989,
llowatt-hour sales by GVEA in-
creased nearlY 24 percent. By the
mid to late 1990%, additional base
load generating capacity will be
needed.  While primarily serving
northern railbelt  customers, the
strategically located generating
plant would also be available for
trqusn?ntmg power to the southern
railbelt,

Technology for New snd Existing
Power Plants

The HCP will demonstrate a
clean-burning technology that can
be used to retrofit or repower exist-
ing power plants in Alaska, the na-
tion, and the Pacific Rim. .

Most coal-fired power Plants_ln
Alaska and other states will require
life extension work within the next
10 to 15 years. EPA’'sstringent New
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The addition of a new, effi-
cient 50 megawatt power plant
w ill provide competitively
priced power to satisfy increas-
ing railbelt energv demands.

Source Performance Standards will
be applied to these plants and HCP
technology may be the lowest-cost
solution for meeting these stan-
dards. _

In addition to environmental
advantages, the use of HCP technol-
o?y to retrofit coal-fired power
plants in the Pacific Rim will open
new markets for Alaskan coal. Cur-
rently, few Pacific Rim plants are
designed to use Alaska's high-mois-

1979 1981 1983 1985 1987

ture low-energy coal. HCP technol-
ogy will allow" Alaskan coal to be
burned in these plants without the
need for extensive boiler modifica-
tions. .

The project may also demon-
strate the feasibility of new power
plants in other areas of Alaska. The
reduced size of HCP technology
refative to conventional coal plants
will make the use of modular con-
struction possible. This may result
in lower construction costs for small
sized plants which heretofore have
not been economically feasible.

Healy Cogeneration Project

Beneficiation of Alaska Coal

A future component of the ?roy

ect may be the use of energy from

HCP ina proposed pilot plant which

will test methods to increase the

quality of Alaskan subbituminous

coal by reducing its moisture con-

tent or by producing entirely new

fuel products. Alaska subbitumi-

nous coal has superior environ-

mental qualities compared to coal

from virtually all other states and

countries. However, Its

low energy value - due

primarily to its high-

moisture content —

makes the coal costly to

transport and puts it at

an economic disadvan-

tage in _international

markets. The value and

comEetltlveness of

Alaska coal could be in-

creased through drying,

gasification, ~liquefac-

tion or a combination of

1969 these processes. The ex-

~cellent environmental

qualities and high ener?y value of

beneficiated Alaska coal would re-

sult in a premium fuel for export
markets.

Freus on Alaska's Coal Re-
sources

Alaska has enormous resources
of coal and could become a major
energy supplier to the Pacific Rim.
The HCP prtyectwnl be a showcase
for Ieadmg-e qe coal-burning tech-
nology and will bring national and
international attention to Alaska's
low-sulfur coal resources. The proj-

ect will also send a clear signal to in-
dustry that Alaska is serious about
using' new and environmentally su-
perior technologies to utilize the
state's enormous natural resources.

Clean Coal Technology

Program

The Clean Coal Technolo%y

Brogram (CCT) was created by the

.S. Congress in response to con-
cerns about acid rain. The program
s administered by the DoE and
focuses on the reduction of air pol-
lutants considered to be precursors
of acid rain. Five rounds of funding
totaling over S2.5 billion have been
glanned._ The first two rounds made
973 million available while the
third and current round has S540
million availahle to supgort qualify-
ing projects. The S93.2 million
granted to HCP represented over 17
percent of the total funding avail-
able in round three.

The objectives of the current
round of CCT funding are to pro-
mote, through demonstration proj-
ects, the commercialization of inno-
vative technologies which are ca-
pable of sqmﬁcantly reducing emis-
sions of sulfur dioxide and nitrogen
oxides in existing coal burning fa-
cilities and/or providing for future
energy needs in an environmentally
accePtable manner.

he DoE may match up to 50
percent of the costs for the design,
construction and initial operation
of selected projects. Project owners
are responsible for financing the rc-
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The project will employ ap-
proximately 200 workers dur-
ing a two year construction
period and create about 50
year-round jobs when com-
plete

mainder of the cost.  Under the
terms of the program, AJDEA and
DoE must ne?0t|ate an agreement
during 1990 . .
struction. demonstration and fi-
nancing of the HCP project before
federal funding may be awarded.

Project Description _
The Healy Cogeneration Proj-
ect involves six participants. These
include the Alaska Industrial De-
velopment and Export Authority
(AIDEA), which will own the proj-
ect and be assisted by the Alaska
Energy Authority; Golden Valle
Electric Association (GVEA
which will operate, maintain and
Bur_chase ower from the pro&ect;
sibelli Coal Mine, Inc. %U Me
which will supply coal and has of-
fered & project location site; Stone
& Webster Engineering Corpora-
tion, which will act as project de3|%\r/1
and management engineer, TR
C imbustion Business Unit, which
will provide proprietary _combus-
tion techno[o%y; and Joy Technolo-
gies Inc. which will provide proprie-
tary emission control technoloPy.
‘The HCP GPoyver_plant will use
an innovative design integrating ad-
vanced combustion, heat recovery,
and emission control technolo?les.
The environmental emissions from
the HCP plant, including sulfur
dioxide and nitrogen oxides, may be
lower than any other coal-based
power system in the world.
The HCPdJIantwiII Use approxi-
mately 300,000 tons per year of low-
sulfur subbituminous coal and will

Healy Cogeneration Project

or the design, con-

produce 50 megawatts of competi-
tively priced electrical power. The
piant will contribute to energy re-
source conservati'n by b_urmn%
both run-of-mine coal and high-as
waste coal that could not be nor-
mally utilized, In the project's dem-
onstration phase, various Alaska
coals will be tested and the plant
will be made available for testing
coals from other states. .

The estimated cost of the p-oj-
ect is 5192 million.  The HCP was
selected for up to S93.2 million of
post-sharln% by DoE. Additionally,
in the 1989 legislative session, the
Alaska legislature reserved S30
million from the Railbelt Energy
Fund for potential appropriation t0
the HCP project. The appropria-
tion of the reserve was to be contin-
gent upon the selection of the proj-
ect by DoE, the preparation hy
AJDEA of an acceptable financial
plan, and the draftlngcof power sales
agreements. The HCP participants
are requesting that the reserved
funds be apﬁroprlated to the proj-
ect during the 1990 legislative ses-
sion.  The balance of the project
costs will be secured by AIDEA
through the sale of revenue honds.

Project Participants
Six participants cooperated in
the Preparanpn of the HCP pro-
posal and will ﬂartlupate i the
performance of the project.

L The Alaska Industrial Develop-

ment and Export Authority
(AIDEA) supervised the prepara-

tion and submittal of the HCP pro-
posal to DoE and will:

- be the HCP project owner and
coordinate the functions of the
Alaska Energy Authority;

- prepare a financial plan for sub-
mlctjtal to the Alaska legislature;
an

issue revenue bonds to finance

proiect costs not covered by fed-
eral or state grants. _
2. Golden Valley Electric Associa-
tion (GVEA% will:

- oversee the project's design and
construction;

- operate and maintain the HCP
power plant,

- purchase electricity produced by
the project;

- manage the training of operator
personnel; and
- perform power plant start-up ac-
tivities. .
3. Usibelli Coal Mine, Inc. (UCM)
initiated, over aw and funded the
costs of preFarlng the HCP pro-
posal and will
- make land owned or leased by
UCM available for the siting of
the HCP project; .
- supply coal to HCP and dispose
of plant ash; and
- review project design and con-
struction ~activities. o
4. Stone and Webster Engineering
Corporation acted as consulting en-
gineer and prepared the HCP pro-
pqlslal under contract to UCM and
will:
- act as design engineer and supply
key members to the project man-
agement and design team; and
- provide construction and man-
agement services to AIDEA.,

Page 3



The project will draw interna-
tional attention to the demon-
stration of leading-edge tech-
nology and provide a variety
of benefits to Alaska's econ-
omy.

5. TRW Combustion Business Unit
assisted in the preparation of the
HCP proposal and will: .
- provide proprietary combustion
technology to the project;
- dartl(:lpate in the project design;
an
- provide warranties and guaran-
tees covering the design and per-
formance of TRW equipment.
6. Joy Technologies Inc. assisted in
the Preparatlon of the HCP pro-
posal and will:
- provide proprletar?{ technology
for the sulfur and ash removal;
- pdart|0|pate in the project design;
an
- provide warranties and guaran-
tees covering the design and per-
formance of Joy Technologies
equipment,

New Technologies

The Healy project will integrate
entrained coal combustion ( Cw
technology developed by TR
Combustion Business Unit and
spray dryer absorber (SDA) tech-
nology developed by Joy Technolo-
gies Inc.

Entrained Coal Combustion

In ECC technology, pulverized
coal is injected into a precombus-
tion chamber where it is entrained
in swirling air and partially burned.
The ash contained in the coal is
converted to molten slag which is

collected and drained off the cham -

ber walls. The removal of over 80
percent of the ash before reaching

Healy Cogeneration Project

the boiler minimizes conventional
maintenance problems and allows
the combustion technology to be
used with hoilers originally de-
signed for other fuels. ~

Additional air is added in a sec-
ondary burner where further com-
bustion of the hot gases takes place
before entering the hoiler. At the
entrance to the boiler, limestone is
injected into the combustion gases
to react with and provide first-stage
removal of sulfur dioxide. The tem-
peratures and oxygen levels
throughout the combustion stages
are carefully controlled to both
minimize the formation of nitrogen
oxu}els and maximize sulfur Tre-
n~/al.

Pilot tests of ECC have demon-
strated its reliability and high en-
ergv efficiencies, while emissions of
sulfur dioxide and nitrogen oxides
have been shown to be equal to or
lower than those from other new
technologies. Additionally, the size
of ECC combustion units are rela-
tively small compared with other
new technologies. Therefore, they
can be more easily adapted to exist-
ing boilers and may make smaller-
scale coa'. plants feasible.

Spray Dryer Absorber )
In addition to sulfur reductions

in the ECC combustion system, Joy
Technologies' SDA emission con-
trol system further reduces sulfur
dioxide levels in the flue gases. A
recycled ash product, produced by
the limestone injected during com-
bustion, is mixed with water and
sprayed into the flue gases. Sulfur

dioxide reacts with the spray and is
removed along with the remaining
ash in filter ba?s. The second-staﬂe
removal of sulfur dioxide and the
redu :d costs of limestone recycllngi
contribute to the environnenta
and operational efficiencies of the
HCP design.

Project Contacts

For further information on the
HeaI)( Cogeneration Project, con-
tact the personnel listed below.

Alaska Industrial Development and
EXE)Oft Auton%y.
ohn Olson, Project Manager
480 W. Tudor Road
Anchorage, AK 99503
Tel. (907) 561-8050
907) 561-8998

Golden Valley Electric Association
Mike Kelly, General Manager.
Vayla Colonell, Member Services
758 Illinois Street
P.0. Dox 71249
Fairbanks, AK 99707-1249
Tel, (9077) 452-1151
Fax. (907) 451-5633

Usibelli Coal Ming, Inc. _
John Sims, Vice President Marketing
Steve Denton, Consulting Engineer
122 First Avenue, Ste. 302
Fairbanks, Ak 99701
Tel. (907) 452-2625
Fax. (907) 451-6543

Fax.

Page 4



ii- "VIJ1TIFNI L. ol S > |

; 9074554565=# 2
SENT BYtXerox TelecoDier 7020 ! 4- 4-90 ! 11=47 |

DRAFT POWER SALES AGREEMENT

Healy Co Generation Project

To fulfill the requirements of Section 217(e)(2)(A), 1989 SLA Ch. 117, Alaska
Industrial Developmentand Export Authority ("AIDEA") and Golden Valley Electric Association,
Inc. ("GVEA")record theirintention to enterinto afinalPowerSalesAgreement ("Agreement")
with respect to the Healy Co-Generation Project ("Project”) containing the following provisions:

1. AIDEA will use its bestefforts to issue honds in an amountnot to exceed
$85 million to finance the Project and to design, construct and complete the Project according to a
timetable to be agreed and attached to the Agreement The Bonds will be payable from Project
revenues or from sources other than the state, asidentified in the Agreement

2. GVEA will agree to purchase 100 percentofdie energy output ("Project
Capacity") ofthe Project. Amounts paid for Project Capacity (‘"Payments")in each year will be
payable on amonthly basisin amounts equal to amounts that AIDEA isrequired to depositin its

various accounts underthe bond resolution or bond indenture which will be attached to the

AngB’thﬂ’lamrBtOinclude debtservice on the bonds, operations and maintenance costs,
irﬂla’rﬁdﬂwm’BtOrepair andreplacementreserve accounts agreed to by the parties. The
actual debt sfervice componentpaymentamounts will be fixed atdie time ofissuance ofbonds.
GVEA will make its commitments irrevocable prior to the beginning ofconstruction o;rthe issuance
ofhbonds. GVEA'sobligation will also be contingent upon entering into appropriate coal purchase
and steam sales agreements satisfactory toit, GVEA will also pay all costs ofoperation and
maintenanceoftheProject and normalrepairs and replacements. The parties will agree as to the
means offinancing majorrepairs and improvements which could include a covenantby AIDEA to

use its best efforts to finance the costs of such majorrepairs and improvements.
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3. The term of the Agreementwillcommence when the Agreement has been
signed, when all necessary approvals, in. .uding approval by the Alaska Public Utilities
Commission (APUC), have been obtained and when state and federal appropriations, and grants
and authorizations are made available. The grantsinclude (a) grant from U.S. Departmentof
Energy 0f$93.2 million, (b) State appropriation to AIDEA of$30 million in 1990 dollars with
interest, and (c) State appropriation to AEA for the Northern Intertie totalling $66 million in 1990
dollars with interest. Furthernecessary approvals will be identified in the Agreement. The time
within which the necessary approvals mustbe obtained and appropriations made available will be
fixed prior to the financing date. The Agreement will extend 35 years from the date of commercial
operation.

4, The obligation to make Payments by GVEA will begin on the date of
commercialoperation. The date of commercial operation will be the date on which theDOE
completes all demonstration and testing ofProject technology, the Project demonstrates full Project
capability, and engineers retained for the purpose declare the Project to be fully able to be operated
atnot less than its design capacity on a sustained basis for its projected life of 35 years. The
Agreement >jrillcontain a provision allowing its termination by eitherparty if the date o f

commercial ppenttionisnotachieved prior to a fixed date.

1
j 5. Financing during construction will be creditenhanced underaletterofcredit

i
with the construction and project guarantys customary for this kind of financing. The agreement
will be 'Take orPay" from the dateofcommercial operation. Thismeans that GVEA wiill agree to
make Payments notwithstanding a suspension orreduction in the mountofenergy supplied by the

Project Otheragreements with Project participants may provide for financial assistance to the

Project and GVEA ifthe technology performs below thatofconventional plants.

6. Priorto the issuance ofBonds, GVEA will agree to operate and maintain the

Project under terms and conditions acceptable to both parties.
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1. GVEA will have the right to make optional additions to the Project at its
own expense. AIDEA and GVEA will agree to accept an independentconsultant's determination
as to whetherornot the proposed addition would have any adverse affect on GVEA's abilities to
perform underthe Agreement. The Agreement will contain covenantshy GVEA to establish
appropriate rates to meetits obligations under the Agreement, to maintain its system in good repair,
and not to enterinto contracts which limitits powertoperform underthe Agreement; provided,
however, that GVEA's relationship with the Rural Electrification Administration will not be
compromised by these covenants.

8. The Agreementwill contain provisions permitting the assignmentof
payments to the Trustee under the bond resolution orindenture and provisions that additional
bonds may be issued upon ajoint finding that additions are necessary to provide for the economic
and efficient operation ofthe Project.

9, The Agreementwill provide that G VEA will maintain appropriate insurance.

10,  GVEA will agree to consent to the adoption of supplemental resolutions or
indentures for the issuance ofbonds to eithercomplete die Project cr to finance additions and
improvementsin aform to be determined by the parties and attached to the Agreement
Appropriate IPerm ission for GV EA to assign the agreement asrequired by its otherfinancing
documents *ill beincluded. *

11 The Agreementwillpermit GVEA, upon providing forpaymentof (a) the
AIDEA bond?/, (b)the $30 million AIDEA contribution, and (c) any otherobligations AIDEA has
incurred concerning the Project to terminate the Agreement and end the Project or to purchase the
Project

12, AIDEA willhave arightto bring suitimmediately to enforce payments due
underthe Agreement and theright to terminate or suspend the delivery ofenergy. GVEA will have

the right to bring any action, suitorproceeding asnecessary to enforce its rights but will not have

the right to suspend its payment obligations.

Page 3
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13. The Agreementwill contain covenants to maintain the integrity o f the
Agreement, require GVEA and AIDEA to pursue all necessary adminisirative and judicial
remedies, and to take necessary step: tocomply with federaland state law and to com ply w”th all
lawfultermsofapplicable licenses.

14, TheAgreementwill contain all agreemertsnecessary for tax exempt
financing, if tax exemptfinancing can be secured.

15, TheAgreementwill make provision for potential use o funused heat from
the Project by Usibelli CoalMine, Inc.underconditions mutually acceptable to GVEA and
Usibelli, and approved by AIDEA.

16.  The Agreementwill contain appropriate severability, a no-remedies
cumulative provision and similar contract technical provisions.

17.  The parties agree to negotiate in good faith to finalize a power sales
agreementincluding the above terms, and to use theirrespective best efforts to complete such
agreement and submitit to all appropriate bodies, forapproval no later than September 1990
(including, butnot limited to, the governing bodies ofboth parties, the Alaska Public Utilities
Commissioa and the U.S. Rural Electrification Adm inistration).

|

Agreed, thisj__"dayofMarch, 1990;

L
J
Alaskaindustrial development golden Valleyelectric
andexportauthority Association
Bertram L Wagnon Michael P. Kelly
Executive Director General Manager
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April 4, 1989
MEMORANDUM

TO: Representatives Curt Menard]and Cliff Davidson,
Co-Chairmen of the House.Resources Committtee

FROM: Representative Mark Bo

RE: HB 237

Thank you for scheduling HB 237 so promptly. This bill would
approopriate $30 million from the Railbelt Energy Fund contingent
upon a federal matching grant under the Department of Energy"s
Clean Coal Technology 11l program.

Thank you for your consideration.

FAIRBANKS 20B



Department of Energy
Washington, DC 20585

March 15, 1989

PROGRAM OPPORTUNITY NOTICE FOR
CLEAN COAL TECHNOLOGY DEMONSTRATION PROJECTS

PON NUMBER DE-PS01-89FE61825

Prospective Proposers:

The Clean Coal Technology Demonstration Program 1is a $5-billion national
commitment, cost-shared by the Government and the private sector, to demonstrate
economic and environmentally sound methods for using our Nation"s most abundant
energy resource. The Program will foster the energy efficient use of the
Nation®s vast coal resource base. By doing so, the Program will contribute
significantly to the long-term energy security of the United States, will further
the Nation"s objectives for a cleaner environment, and will improve its
competitive standing iIn the international energy market.

The first two Clean Coal Technology solicitations were issued in 1986 and 1988.
This Program Opportunity Notice (PON) 1is in response to the Clean Coal Technology
(CCT) portion of Public Law No. 100-446, "An Act Making Appropriations for the
Department of Interior and Related Agencies for the Fiscal Year Ending September
30, 1989, and for Other Purposes." Through this PON, the Department of Energy
(DOE) 1s soliciting proposals for financial assistance required to conduct
cost-shared CCT projects to demonstrate energy efficient technologies that are
capable of being commercialized iIn the 1990s. These technologies should be
capable of (1) achieving significant reductions in the emissions of sulfur
dioxide and/or the oxides of nitrogen from existing facilities to minimize
environmental impacts such as transboundary and interstate pollution and/or
(@ providing for future energy needs in an environmentally acceptable manner.

The following is a summary of the salient elements of this PON, but not an
integral part of the enclosed Draft PON. In the event of any conflict between
this PON cover letter and the enclosed Draft PON document, the data and
information in the PON shall prevail.

Each project will consist of three phases: (1) Design, (2) Construction, and
(@ Operation. The period of performance is to be proposed.



Proposals must be submitted in accordance with the instructions in Sections 3
and 5. Each of the four proposal volumes should be bound separately. The
proposals must be received at the place designated in Section 3.5, 'Time, Date,
and Place Proposals Are Due,” not later than 4:30 p.m. local time, Washington,
D.C., on August 29, 1989.

A Preproposal Conference for this PON will be held on May 18, 1989, at

10:00 a.m. local time, Washington, D.C., in the Thomas Jefferson Auditorium, U.S.
Department of Agriculture (South Building between the 5th and 6th wings), 14th
and Independence Avenue, S.W., Washington, D.C.

Only proposals that can satisfy the Qualification Criteria and pass Preliminary
Evaluation will be considered for Comprehensive Evaluation. Technical, Business
and Management, and Cost evaluation criteria are provided in Section 4. The
program policy factors applicable to this PON are described in Section 4.5.

Depending on the evaluated potential of proposals submitted, one or more
cooperative agreements may be awarded as a result of this PON.

This PON does not commit the Government to pay any costs incurred In connection
with any proposal, to procure or contract for any cervices, or to provide
financial assistance to any proposer. The Government reserves the right, without
limitation, to accept or reject any or all proposals regardless of the terms of
the original proposal, and tc request additional clarifying information*
including cost and pricing data. DOE, however, may select a proposal for
negotiation without conducting discussions with the proposer.

Proposers are advised that a Clean Coal Technology project selected for financial
assistance as a result of this PON will be subject to the requirements of the
National Environmental Policy Act (NEPA) of 1969 (42 U.S.C. 4321 et seq.) and
related DOE compliance procedures. Should a proposal be selected, the proposer
will be asked to provide information to be used in preparing necessary NEPA
documentation. See Section 3.26, "National Environmental Policy Act (NEPA)

Strategy,"™ for more information.

All proposers are required to prepare and include in their proposals an abstract
of the highlights of their proposed demonstration project, that may be released
to the public at any time, in whole or in part. See Section 5.3.1.1., "Public

Abstract."

Proposers are cautioned that certain proposal material submitted may become
subject to disclosure to the public pursuant to the provisions of the Freedom
of Information Act, as amended. See Section 3.27, "Proprietary Data or
Confidential Business Information."

The designated Government Representative for this PON is Mr. Herbert D. Watkins.
All communications should cite the PON number and be directed to his attention
at the address prescribed in Section 3.4, "DOE Issuing Office,”™ or by telephone
call to (202) 586-1026.



Proposals must remain valid and be authorized for a period of time for acceptance
by the Government of not less than 365 calendar days from the date specified
above for receipt of proposals. Furthermore, proposers are cautioned that late
proposals, modifications, and withdrawals will be treated iIn accordance with

Section 3.34, "Late Proposals, Amendments of Proposals, and Withdrawals of

Proposals.”

Please complete and return the "Intention to Propose" form provided in Appendix
B at the earliest practicable date. No other material should be returned if
there 1s no intent to submit a proposal.

Sincerely,

Marcia L. Morris
Deputy Director
Office of Procurement Operations

Enclosures
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February 27, 1989

Representative Mark Boyer
P.0. Box V
Juneau, AK 9981]

Dear Representative Boyer:

I want to bring you up to date on the Healy Cogeneration Project
(HCP) and enlist vyour support in helping make i1t a reality. |
would hope, having read this letter, that you can share my
belief that the HCP represents the best economic development
project currently under consideration within the Railbelt and as
such deserves your political support.

As currently planned the HCP comprises a 50 Mega-Watt power-
plant utilizing state-of“the-art, environmentally benign, coal
combustion technology coupled with a coal processing (drying)
facility which would wuse heat from the powerplant to produce
500,000 tons of stable, premium, beneficiated fuel per year.
Electrical power from the powerplant would satisfy future base—
load demand in the Northern Railbelt at a time when this

increment will be needed both to satisfy normal growth and
service economic expansion. Successful financing of the
project, along the lines that I will propose, would ensure

low-cost predictable firm power for the Northern Railbelt over
the life of project. The coal drying facility will address the
single greatest constraint to the marketing of sub-bituminous
Alaska coal, 1its the high moisture content. By reducing the
moisture content to produce a stable end product the resulting
premium quality coal will command broad inaiket acceptance in the
Pacific-rim and within Alaska.

The HCP could be operational by 1993, however prior to then a
workforce, which could peak at 300, would be engaged 1in
construction. Once iIn operation the project would directly
account for more than 130 permanent, quality, year round jobs at
the mine, iIn the powerplant and coal processor and across the
transportation system. Many other general sector jobs would be
created as a indirect consequence cf the HCP. The capital cost
of the project is currently estimated at $130 million with the
powerplant accounting for $100 million and the balance
attributable to tne coal processing plant.

Until recently (latter part of 1988) UCMhadcooperated under a
memorandum of understanding (MOU) with Brown & Root on a project
concept which utilized a 150 MW powerplant. Our current



thinking 1is that this powerplant sizing 1is too large for
anticipated electrical power demand growth in the early 1990°s;
hence the more conservative size. The MOU with Brown and Root

iIs no longer in effect.

Convinced of the overiding merits of a downscaled project UCM"s
Board of Directors have recently approved a considerable "at
risk" appropriation to move the project forward and 1in
particular submit the project for Federal Clean Coal Technology
Il support. This "at risk"™ appropriation 1is quite apart from
capital investments that the company will make in the project in
the future. UCM 1s currently in the process of selecting a new
engineering consultant for the HCP.

The Federal Clean Coal Technology 111 (CCT I111) solicitation
process affords a wunique opportunity to bring major federal
dollars into play for the HCP. CCT 111, administered by the
Department of Energy (DOE), will distribute $575 million to
qualifying projects. The intent of the CCT program is to
facilitate the demonstration, deployment and commercialization
of clean coal technologies by sharing in the cost and hence the
risks involved. Coal cleaning (processing), coal combustion and
post-combustion clean-up facilities are expected to Dbe
candidates for the CCT 11l funding process. The HCP will
utilize, in an integrated plant, coal cleaning technology in the
coal processor and advanced coal combustion technology in the
powerplant. This 1integrated approach has attracted favorable
comment from the DOE resulting in UCM"s decision to advance the
HCP as a candidate for funding under CCT III. IT successful,
the chances are perhaps realistically 1 in 3, the CCT III
program could provide between 40% and 50% of the HCP capital
cost (sa’”$55 million out of $130 million).

In earlier awards under the DOE administered Clean Coal
Technology program significant weight has attached to financial

commitments made byState governments in support of clean coal
projects. The same will certainly be true for the HCP and
Alaska.

It 1s with this 1in mind that we are asking your support for a
conditional appropriation from the Railbelt Energy Fund (REF)
towards the project of $30 million. The money could be
appropriated to the Alaska [Industrial Development and Export
Authority (AIDEA) pending the outcome of the DOE CCT 11l award

process late in 1989.

This rea- st for a conditional appropriation is a departure from
our for. position which involved drawing upon the corpus of
the REF j underwrite a low interest loan to the project. This
would require changes in the statutory authority of AIDEA and
would encumber much more of the REF than our current strategy.
Since there are limited funds within the REF, UCM would be
competing head-on with Railbelt utilities. Under the

2



conditional. appropriation scenario there would be money
available for major intertie projects as well as the HCP.

UCM is very cognizant of working closely and effectively with
the Northern Railbelt utilities and to this end UCM would
certainly supportconstruction of the Healy to Fairbanks
intertie as a needed component of infrastructure. Support for
the HCP, including the &30 M appropriation from the REF, has
been approved by the Golden Valley Electric Association Board
of Directors. This will be reported to you by GVEA in a follow
up letter.

Of the 1intertie scenerios UCM most vehemently resists the
proposed expenditure of &38 million on the Willow end of the
Northern intert:e.

The 830 million that UCM i1s requesting from the state leverages
another 8100 million of project financing from federal (&5
million) and private sources 1including UCM (&45 million). |
would certainly characterize a state financial commitment as a
prudent iInvestment. The best dollars to bring to Alaska at
this time surely are federal match and private venture capital.

The HCP, in conjunction with the Wishbone Hill Project, could
be a vital shot 1in the arm for Alaska®"s coal industry.
Resolving the high moisture problem of most Railbelt coals by
the use of drying technologies will pay-off in a big way in the
future. In deploying these advanced technologies Alaska will
attract global attention and demonstrate ability topenetrate

overseas markets with a premium low sulfur coal.

The HCP is truly an exciting opportunity not justthe Northern
Railbelt but also for the entire State of Alaska.

I ask for your enthusiastic support for the HCP and look
forward to workingwith you to help bring this project in all
its complexities to fruition.

I will Dbe callingon you in Juneau and am prepared, together
with my UCM colleagues, to provide any information that you may

request concerning the HCP.

Sincerely,

Usibelli Coal Mine, Inc.
Vice-President Marketing

JS/me
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vm v LECTRIC ASSOCIATION IfMC. Box 1249, Fairbar**. Alaska 99707-1249, Phon« 907-452-1151

March 30, 1989
TO: Representative Mark Boyer
FROM: Mike Kelly, General Manege +, Golden Valley Electric Assn, / g z -

STATUS REPORT CONCER fING USE OP A PORTION OF THE RAILBELT
ENERGY FUND FOR THE NORTHERN ELECTRICATf, INTERTIE (ANCH-FBKS)

The Governor's Railbelt Energy Counc il recommended use of the Railbelt Energy Fund (1)
to construct a 230 kV Southern el<ctrical intertie between Soldotna and Anchorage
(original APA-estimated coat - $80 million); and (2) to upgijide the existing Northern
intertie system between Anchorage aid Fairbanks by constructing new 230 kV lines from
Wasilla to Willow and Healy to Fairtanks (original AFA-estinj

These intertie lines are needed tc increase electrical transfer capability between
Alaska's major population centers thereby improving reliability and reducing cOsSts by
increasing economy energy transactions, reducing electrical jlosses, increasing reserve

sharing, etc.

The purpose of this communication i to apprise you of a dragiatic cost red n the
utility request for the ANomo $118 million to**® This

has been done with the concurrence of Bob LeResche, ARECA and the other Railbelt
utilities. Why? Because we realise Che financial crunch thaf the legislature is dealing
w'th and have made a good-faith attempt to pare our request to a minimum. We have
backed off from a request for a "fcur-lane electrical highway" to a two-lane country
road. This, when combined with a re luced-cost Southern Intertie, will give over 75% of
Alaska's population a reduced, but re isonable share of their energy entitlement and will
still leave the legislature over one hundred million of the REF to dedicate to other

energy and non-energy needs.
|

llerc- are ad few technical points to hell make clear what We propose:

i i
(1) The original $118 million plan w >uld have provided a 230 JcY, 300 megawatt low-loss
electrical Intertle system betw”™en Anchorage and Fairbanks. This would increase

transfer capability from the pres«nt 70 megaw atts.

(2) our $60 million proposal will (a eliminate the request for a new Wasilla to Willow
230 kV line; (b) reduce the request for a new
voltage as the eKisting GVEA 138 kV line which the new line will
roughly parallel); and (c) will add voltage compensation to the line. These actions
wild result in an Anchorage-to-Healy total delivery capability of 100 MW and a
Mcaly-to-Fairbanks total delivery capability of 200 MW. This will substantially
reduce Healy-to-Fairbanks electrical line losses; will irjerease transfer capability
to-from Anchorage; will accommodate GVEA's existing 25 MW Healy coal-fired
powerplant plus Uslbelli's propped 35 MW cogeneration plant and will leave room
for addition of another 40 MW p ant at Healy in the futurt.



>te*rm WAL MY jiii<iihic ASSQCIATIO MINC

Status Report - REF
March 30, 3989
Page 2

3)
4)

The dual transmission lines wil aubBtantlally Increase the reliability of future
power deliveries from Healy to tlie Fairbanks load center.

(.svtAlias retained Harza Engineering and Power Technologies, inc. to fine tunc our
cost estimate and line configuration calculations. t>eciaior. Focus, Inc. will assist in
calculating die benefit [to cost rttfo. The draft APA report demonstrated a base
case expected BCR of .7 for the original $118 million plan. We are very confident
that at one-half the cost our new $60 million plan yvlll demonstrate a 1+ BCK.

| purpusufully kept this short. Therefo e it lacks detail. Iwould be happy to help clarify
any questions by phone or can come to .Tuneau on very short, notice to testify, etc.



GOLDEN VALLEY ELECTRIC ASSOCIATION INC. oox 1249, f-alrdsnfcs. Alaska 99707-1249, Phone 907-462-1151

March 2, 1989

Mr. John Sims
Vice-President, Marketing
Usibelli Coal Mines

122 Tirst Avenue, Suite 302
Fairbanks, Alaska 99701

RE: lIlealy Coal-fired Generation and Coal Drying Facility

Dear Mr. Sims:

Thank you for the update at our Februlary 27,1989 board meeting concerning UCM's plans
to construct the 59 MW Healy coal goneration and 500,000 ton/year coal-drying project,
GVEA is very interested in a Healy nlIne-mouth project supplying our next increment of
base-load generation if it can be cone at competitive prices. GVEA may even be
interested in an ownership share in i.ny Healy project and would want to enter into an
operating agreement for any Healy power plant. As we have diicusaed and agreed, such a
project is really only feasible if a lew transmission line is built between Healy and
Fairbanks. GVEA has been working or five years with ABM Corporation in relation to
their plans to build a Healy coal-fired plant. Although not privy to any of the details, we
understand AEM and Usibelli may be discussing fuel supply for AEM.

If AEM does not proceed with their plant and if the State funds the proposed Healy-to-
Fairbanks intertie, we entliusiIMtically support your proposal to use private capital,
Federal Clean Coal Technology funds and State funds from Railbelt energy funds that are
surplus to identified southern and northern intertie needs, to construct the plant. We
understand from UCM that such a furding plan would result Invery competitively priced
firm power Inthe mid-1990.

cc: Governor Cowper
Interior Delegation
Dob LcRcsche, APA
Borough Assembly Members
City of Fairbanks Council Members
City of North Pole Council Menjbers
Dave Hutchens, ARECA
Board of Directors/Staff, GVEA
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WHEREAS, upgrading thu Healy-Falrbanlks line would increase

the transfer capacity and lower costs to Fairbanks North Star Borough

residents; and

WHEREAS, there seems t) be a feeling than the funds in the
Railbelt Energy Fund are not used for Railbelt energy projects in the near

future the Railbelt region pnay loosfe those funds.

NOW, THEREFORIE BE 17 RESOLVED by the Fairbanks North

Star Borough as follows;

Section |I. That the Fairbanks North Star Borough Assembly
urges the Alaska Legislature and the Administration to ensure that « s
monies in the Railbelt Energy Fund are used for their designated purpose
of energy development wlthfn the Fallbelt, region where more than

three fourths of the state's populaHon resides.

Section 2. That the Fair banks North Star Borough Assembly
|
supports the use of the Railbelt Erergy! Fund for the construction of the
Anchorage Horner intertle and the upgrading of the Healy-Fairi. 'nks

intertie.

Section 3. That, copies cf this resolution shall be sent to the
‘onorablo Steve Cowper, Governor State of Alaska; Senators Binkley and
ehling, Co-chairmen of the Senate Finance Committee; Senator
dhrenkamp, Chair of the Senate Fesources Committee; Representatives
jrson and Hoffman, Chairmen of the House Finance Committee;
ipresentatives Menard and Davidson, Co-chairmen of the House Resources

.mmlttee; and all member® of the Interior Delegation.

PAS5ED AND APPROVED THIS 9TH DAY OF FEBRUARY, 1989,

Presiding Officer
mf-ST:
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By: Walt Johnson
Chirs Birch

J.B. Carnahan

Paul Chizjnar

Hank Hove

Don Lowell

j JArry Norum
Joe Ryan

Jeff Weltzin

Bonnie Williams

Introduced' 01/26/89
osf | 01/26/89
02/09/89

the 02/09/89

RESOLUTIC N NO. 89-011

A RFSOLUTION RELATING TO THE RAILBELT ENfiRC FUND AND
THE CONSTRUCTION OF AN ELECTRICAL INTfcRTIE

WHEREAS, the Ra[lbelt En 'fgy Fund was established by the
Fourteenth Alaska Legislature for ths exclusive purpose of financing
energy development within the Rallb;lt Region Including the Matanuska

Valley, Anchorage, Fairbanks, and Cenai Peninsula areas;; and

WHEREAS, in 1980-1982 agiproximately one billion, two hundred
seventy thousand dol'ars was spent an various large hydroelectric

projects, energy loans, rate stabilization and power generation and

distribution facilities to rural Alaska!; anc

V/IHEREAS, the Legislature established the Railbelt Energy
i
Council to recommend the best optious of planning, financing, constructing

and managing power facilities In the Railbelt; and

WHEREAS, the Railbelt En jrgy Council has determined that
transmission mterties are a necessary paij't of any Railbelt energy

<d*vMopmerT program; and

WHEREAS, construction of electric interties would eliminate
problems in the present transmissior system which Include limited capacity,
transmission stability problems, and reliability throughout the Railbelt

region; and



WHEREAS,

WHEREAS,

WHEREAS,

the project spopsor§ are being snqouraged to submit
the HCP for poa lible federal flundjng under %4e
Department of Ejiirf'r CUan qoa]l Technology Program;
and

chances Of obta nine federal clean coal funds, which
could approxIM ;e $J5 «illidn for the HCP, will be
greatly enhanced by the deagnaitratlon of strong
political and f danqiel SUPYEF¥t for the KWCEP fiom tne
State of Alaska and 1

the HCP 1is an energy producing project located 1in
the Railbelt.

NOW, THEREFORE BE ;IT RESOLVBb that the tar Fairbanks

Chamber of Coma*free urges the rnor and
Legislature to nubpbrt an apipr tion of $30
million ~ros th< Railbelt tnapky d to enhance the
opportunity of i(touring fadejraf an coal funds in
1989 fpr this v~Ary aportant econ< 1ic development

project#

Passed this day of 1909.
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RESOLUTION URGING THE LRGIStATURE TO SUPPORT AN APPROPRIATE
OF $30 MILLION FROM THI RAILBELT ENERGY FUND TO ENHANCE THE
OPPORTUNITY OF SECURIh G FEDERAL CLEAN COAL FUNDS IN 1989

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

whereas,

WHEREAS,

the Healy Cogereration Project; (*CP) la a
prospective significant devbldpaeftt In Alaska’s
economically depressed (UllbejLt Region; and

the HOP, comprising ft 90 MV high-technology coal-
fired pcyerplant and a coallLproc**aing (drying)
plant eKlch will produce 500,000 tonsjof premium
fuel peri year, will Wing *Mpr economic benefits to
Alaska and the Railbijlji region ini particular; and

the HCP will utilize and prosbte the increased and
vise use of Aliaka"a most abundant non-renewable
resource - CaaJ - in an envlirprtiuintally sound and
efficient mannir; end

the HCP will create at least 1JO direct long-term
quality ,}ob* ai w#1ll *8 nuajerpus Indirect Jobs
excFusiVe of a construction! force which could peak
at 500, and

the HCP could nhe a prototype development leading to
broad coaaercldilzetiqgn of cofil-drying
(beneficistioni technology o produce large volumes
of praaV-ia low sulfur fuel h«king great potential in
export sarkets and

the electrical power to be produced from the HCP
will be uaad i the Northern Railbelt to meat power
reauireasnaa arid sqpport eqonbsidlexpansion in the

regiof; an

the Board of cgilden Valley Electric Association is
supportive of :the HCP construction using federal,
state; and privlts® financing tio provide a long-term
source Of reliable and attrfactlvfly priced
electrioal powur;: and

the HCP sponso S recognize that a new transmissior
line froa Hea to Fairbanks 1s essential to deliver
HCP produced e Lectpicity td Fiair&anks:; and
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Resolution
Page 2

NOW, THEREFORE, BE IT KESOLVED, that the Greater Fairbanks Chamber of
Commerce urges the Governor £ the legislature to support an appropriation of $60
million from - the Railbelt En<irgy rund to the Alaska Power Authority for

construction of « new 138 kV lInjg hetween Healy and Fairbanks and the addition of
voltage compensation on the exis ing Anchorage-Fairbanks transmission system.

Signed this day of
By; By:
George Whyel W. R. Cox
Chairman President and CEO
DISTRIBUTION:

Governor Steve Cowper

Members, Alaska State Senate

Members, Alaska State House .

Robert LeResche, Alaska Power Authority

Dave Hutchens, Alaska Rural Elec trification Assn.



RESOLIT10N

A RESOLUTION UIOING SUPPORT FOR INTERTIE

CONSTRUCTION UI3ING RAJLBBLT! ENERGY FUNDS

WHEREAS, the Railbelt Energy Fun<l was originally appropriated to be used exclusively
to meet the energy needs of Alaskans in the railbelt region; and

WHEREAS, Alaskans In othpr regions of the state continue to enjoy the benefits of state-
financed energy projects and he Bush continues to receive annual energy cost
subsidies through the Power Cos Equalization program; and

WHEREAS, the Railbelt Energy Funj is in danger of being diverted almost entirely to
uses other than its original puilpose unlees it ia appropriated for Railbelt energy
projects this legislative session; und

WHEREAS, the Railbelt Energy Courcil endorsed use of a portion of the Railbelt Energy
Fund to upgrade the Anchors;me-Fairbanks electrical Intertie system, including
construction of a new transmissioim line between Fairbanks and Healy; and

| |

WHEREAS, because of limited inte tie capability between Fairbanks and Anchorage,
Golden Valley Electric Associhtion is currently required to operate oil-fired
generation to meet load whenever temperatures are below -10°F; and

WHEREAS, a new electrical tranami®ion line between Healy and Fairbanks will enable
the Usibelli cogeneration project to deliver its full output to the Fairbanks electrical

bad center; and

WHEREAS, the original estimate fopI thelenchorage to Fairbanks 230 kV transmission
upgrade was $118 million; and

WHEREAS, the utilities haye been ajsked by key legislators to reduce their request for
intcrtie funding in recognition of state financial difficulties; and

WHEREAS, the Golden Valley Elecric Association, working with the Alaska Power
Authority, has reduced their request jfor the Andhorage-Fairbanks intertie upgrade
from $118 million to approximately $60 million by reducing design voltage from 230
kV to 138 kv and by eliminating the request for a new transmission line hetween

Wasilla and Willow;



GOLDEN VALLEY ELECTRIC ASSOCIATION INC. Box 1249, Fairbanks. Alaska 98707-1248. Phono 907-452-1151

March 29, 1980

Mr. Brian Phillips
Manager, City of Fairbanks
410 Cushman Street
Fairbanks, Alaska 99701

RE; Railbelt Energy Fund

Dear Brian,

Attached arc copies of;

1, The resolution | drafted which was approved by the Chamber Energy Committee
which reflects GVEA's positior regarding the Horthern intertie construction. |

expect Chamber Board approval on April 3, 1989.

2. A resolution which Kathy Usllelli-Pulp and | collaborated on which passed the
Chamber Board on March 27 supporting the Usibelli power plant/coal drying
facility.

You hav'ci indicated that Councilman Hayes may be Interested in introducing similar
resolutions before the City Council. ]believe this would be an excellent idea. Last night
| testified before the Interior delegation by teleconference concerning usage of the
Railbelt Energy Fund for purposes reflected in #1 above- We discussed the fact that the
interior is far more united concernirg use of the REF than tfie Southern railbelt. For
example, we have delegation, utility. Borough, Chamber, labor, and hopefully the City,
united behind the plans reflected in t*e attached resolutions. If 1can be of any help, or

Jim needs me to testify, please cell.

On another matter, | was pleased to learn that you will soon be addressing long-range
plans concerning FMUS, Ais | prom sod, | will send yoiii a preliminary letter-proposal

regarding FMUS power supply, Chena 8 purchase, etc. by April 10.

Michael p. Kelly
General Manager



KENT DAWSON COMPANY

P.O. Box 20790 < Juneau, Alaska 99802 e« (907)463-2533

February 21, 1989

The Honorable Curt Menard
House of Representatives

Attached is anupdate of the Healy Proj-
ect sent to Governor Cowper. The letter
also clarifies some misunderstandings
which ma% have resulted from a recent
mailing by Mr. Kelly, General Manager,
Golden™ Valley Electrical Association.

We are delivering this to your office
for your information.

There should be hearings soon on the
Healy Project. We hope you will be able
to attend.



USIBELLICOAL MINE, INC
MARKETING

122 gdﬁt %Enue
Fairbanks, f\las a 99701
B0 4502525

February 9, 1989

The Honorable Steve Cowper
State of Alaska

P.0O. Box A

Juneau, AK 99801

Dear Governor Cowper:

Several months ago in your Fairbanks office | gave you a briefing
on the Healy Cogeneration Project (HCP). The concept of the HCP
iIs a state-of-the-art, high technology, coal-fired powerplant
which would produce electrical power for the Railbelt and serve
as a heat source for a coal processing plant which would produce
500,000 tons of product per year. This product would be a high
quality fuel -expected to rapidly gain strong export market
acceptance and command premium prices.

In the briefing, 1 outlined a proposal for financing the project
in part by using a portion of the Railbelt Energy Fund (REF) to
collateralize an Alaska Industrial Development and Export Authority
(AIDEA) loan to the project. Benefits of below-market-rate loan
financing would be captured by Railbelt consumers in the form of
lower power costs. This plan, 1in contrast with other proposals
for the REF, focused upon utilizing the money to secure beneficial
loan financing as opposed to spending it outright to build intertie
powerlines or a natural gas pipeline.

Having revised the scale of the project downwards from a 150 MW
plant to the present concept of a 50 MW size, the estimated
overall cost 1is approximately $130 million. The project, of
course, will provide up to 300 construction jobs followed by an
estimated 140 permanent Tfull-time jobs over the duration of the

life of operations.

In your combined State of the State and Budget address to the
Legislature in January, you are to be commended for the plan you
outlined with respect to the REF. In suggesting that the REF be
renamed the Railbelt Investment Fund to be invested in ways which
lead to economic activity in the Rairlbelt and create permanent
jobs, you are <clearly talking our kind of language. I would
suggest that the HCP meets these qualifying criteria admirably.

Usibelli Coal Mine continues to urge the prudent application of
the REF or Railbelt Investment Fund to help with innovative
financing for the HCP. Commitment by the State to support the
project could significantly enhance opportunities later this year



The Honorable Steve Cowper
February 9, 1989
Page Two

to obtain major federal funds under the Clean Coal Technology 111
program administered by the Department of Energy (DOE). Certainly
a demonstrated financial commitment by the State can be expected
to carry some weight with the DOE selection process and enhance
the chances of bringing federal dollars into play.

Finally, 1 wish to correct false impressions which may have resulted
from a recent letter to you from Mr. Kelly, the General Manager
of Golden Valley Electrical Association. Mr. Kelly"s letter may
have created the impression that Usibelli Coal Mine has no interest
in the REF other than 1its use for the building of electrical
interties. From the earlier content of my letter, you know that
IS not the case; however, Usibelli Coal Mine seeks genuine
cooperation with Railbelt utilities. Usibelli Coal Mine certainly
sees some merit 1in intertie improvements both in the short and
longer term but will not support a position which seeks to spend
the entire REF on interties alone. The HCP could spark and
service needed economic expansion and diversification within the
Railbelt and these are some of the credentialsthat we offer for
your consideration and appropriate action.

Attached 1s a copy of "Railbelt Energy FromtheGround Up," our
recently printed brochure on the HCP.

At the convenience of you and your staff, 1 would welcome the
opportunity to expand upon the merits of the HCP and appropriate

strategies to help make i1t happen.

resident
/Usibelli Coal Mine, Inc.

JS/ps

Enclosure



HIGHLIGHTS
of the

U.S. DEPT, of ENERGY CLEAN COAL TECHNOLOGY PROGRAM

History

* The forerunner of the current Clean Coal Technology (CCT) program

was begun by the US Congress in Date 1985 as a way of boosting
commercial prospects for coal. Roun 1one of the program (CCT 1) was
conducted under that congression,uidance.

During the same time period, special envoys from the US and Canada
developed recommendations for an acid rain response program.

US response to the recommendations was to expand the CCT program to
a $5 billion program to demonstrate innovative clean coal
utilization technologies. This commitment was to be shared 50/50
between government and industry (public sector participants are
considered within the context of industry in CCT 11I).

A total of 27 demonstration projects were selected under CCT 1 & Il
with a total of $975 million of cost share contributed by the US
Department of Energy (DOE). CCT 11l is currently in the mill and
will have $575 million in federal cost share.

Time table for CCT I1I1I.

*

*

Draft Program Opportunity Notice (PON) - March 15, 1989
Comments due on draft PON - March 31,1989

Final PON opening date - May 1, 1989

Proposal due date - August 29, 1989

Proposal selection deadline - December 27, 1989

Proposal acceptance period - one year
(ie. cooperative agreement end of 1990)

Project duration - indefinite, previously selected projects varied
from about two to six years.

CCT 111 PON objectives.

*

Promote, through demonstration, the commercialization of innovative
technologies which are potentially capable of;
1. significant reductions of S02 and NOX emissions 1in existing
coal burning facilities and/or,
2. provide for future energy needs 1In an environmentally
acceptable manner.



CCT

CCT

How

Il program guidelines.

* Technologies should be ready for the demonstration phase of
technological development. Basic research and dep”yment of
commercially available technologies 1is not the intent of the

program.

* DOE can share in the cost of the demonstration up to 50 percent of
each of the three project phases; design, construction and
operation. Industry (including any local public sector funding) 1is
responsible for the remainder.

* Candidate technologies must be capable of either retrofitting or
repowering of existing facilities. Technologies may be demonstrated
at new facilities, provided the technology is capable of being used
In retrofit or repowering applications.

Retrofit technologies are those which reduce emissions of S02 and/or
NOX by modifying existing facilities, their feedstocks or by
utilizing new fuel forms. New fuel forms are coals which have been
altered with the objective of mitigating emissions of S02 and/or NOX

Repowering technologies are those where significant reduction 1in
emissions 1s achieved by replacing a major portion of an existing

facility.

* Technologies may have application for utility, industrial,
commercial/residential or transportation markets.

* Repayment of CCT funds occurs as a result of subsequent
commercialization of the technology through sharing in receipts on
sales of equipment, product or licenses derived by the technology
developer through commercial application of the technology. The
demonstration facility and the products from the demonstration
facility are excluded from the payback requirement.

Il project categories.

* On-site retrofit.

* Repowering.

* Processing of High Rank Coal.

* Processing of Low Rank Coal.

* Coal processing combined with retrofit/repowering.

does the Healy Cogeneration Project fit into CCT III.

The Healy Cogeneration Project (HCP) 1is a proposal which fits into the
last category of project types. Leading edge coal combustion
technology which could be used to repower existing coal fired power
plants will be demonstrated in the power generation side of the
project. Advanced sub-bituminous coal drying technology will be
demonstrated which can reduce transportation costs and improve
quality, thereby making low sulfur coals a viable option for retrofit
of existing facilities, through use of a new fuel form.
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ALASKA RAILBELT ELECTRICITY
and the

HEALY COGENERATION PROJECT

y picture in the Alaska Railbelt is unique in many

The Alaska Railbelt is rich in energy resources and the
cost at which that energy can be supplied to an
electric generating unit is among the lowest in the
United States.

The wide spacing between electricity consumers in the
railbelt makes transmission and distribution expensive
and results i1n a relatively high delivered cost to the
retail consumer of electricity.

The Railbelt Energy Fund (REF) was created as a means
for the State of Alaska to use its oil wealth to ensure
long range stability of power supply in the railbelt
and mitigate the geographic impediments to low cost
supply of electricity to railbelt consumers.

Whereas energy resources on the railbelt can be
produced at relatively low cost, export of railbelt
energy resources 1is far below i1ts potential.

Cogeneration Project (HCP) fits the unique railbelt
cture well, and provides the opportunity to use the REF
er that will benefit railbelt consumers for many years;

Plans to use portions of the REF for transmission
system upgrade are enhanced by the HCP, which will use
the railbelt"s most abundant energy source, coal, to
provide low cost electricity, at a location that will
improve overall system performance and i1s near the
energy source.

The HCP will demonstrate a coal beneficiation system,
on a commercial scale, that could pave the way for
large scale export of coal resources throughout the
railbelt region.

The HCP i1s a logical addition to the railbelt electric
generation system which will provide low cost
electricity for near term growth in the northern
railbelt, and demonstrate the use of state of the art
coal combustion technology for future electricity needs
throughout Alaska.



ALASKA RAILBELT ELECTRICITY

o1 DEMAND RESERVE A REMAINING CAPAQTV
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The above graph shows the peak load growth, plus 30 percent
reserve, and the anticipated total generating capacity for the
railbelt. The load growth curves are shown for both 1.5 and 3.0

percent total growth.

The steep drop in generating capacity after about 1994 1is due to
the planned retirement of existing generating units. It should
be pointed out that life extension work can be done and 1s being
performed on many of the existing units and therefore the point
at which total serviceable capacity is less than demand will
certainly be some point beyond that shown on the graph.

However, regardless of the assumptions one makes, major
investment in the railbelt"s base load generating capacity will
be required by the end of this century. And, if one believes the
3 percent growth rate 1is a responsible number for energy
planning, then new generating capacity will be required, even if
current capacity is maintained, around the year 2001. Given the
likelihood that a combination of moderate demand growth and some
unit retirement will occur, the 50 megawatt addition planned for
the HCP is an appropriate addition to the railbelt generating
system in the mid 1990°s. *
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NORTHERN RAILBELT OPTIONS
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As much as 60 percent of the peak demand of the combined public
utility load in the northern railbelt is supplied by electricity
generated south of the Alaska Range. Whether the primary load
growth is in the south or the north, a logical place to install
the next increment of base load capacity is in the northern half
of the railbelt, 1in order to better balance the base load
capacity distribution throughout the railbelt system.

The above graph presents the estimated Fairbanks substation
costs for electricity delivered from five options for providing
an additional 50 megawatts of base load capacity to the northern
railbelt. The generating cost represents the "busbar" cost of
the electricity at the generating station and the transmission
cost represents the debt service and operating cost of upgrading
the existing transmission system to 345KV from the generating
station to Fairbanks. These costs are based on a mid range crude
oil price forecast of $18 per barrel (1988 dollars).

As can be seen from the graph, the three coal options represent
the lowest overall delivered cost per kilowatt-hour. Although
the busbar cost of natural gas generated electricity in the
Anchorage area 1is lower, the transmission cost to get the
electricity to Fairbanks makes the natural gas option less
attractive for the next increment of base load capacity for the

northern railbelt.
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Looking down the road a bit further to the year 2010, the above
graph considers the same options for a new 100 megawatt base
load addition in the northern railbelt. This estimate of
electricity cost to the Fairbanks substation is based on a mid
range crude oil price forecast of $30 per barrel, with coal cost

staying level in real terms.

In the year 2010, coal based electricity generation in the Healy
area is the clear winner for future energy needs 1in the northern
railbelt. A decision today to promote development of power
generating facilities in the Healy area for the northern
railbelt will ensure stable cost and adequate supply for
northern railbelt electricity consumers for many years to come.
The coal resources in the Healy area are adequate to provide the
northern railbelt"s energy needs for hundreds of years.

Development of the HCP, along with upgrade of the electricity
transfer capability of the transmission line from Healy to
Fairbanks, will give the best of all options to all railbelt
electricity consumers. Both northern and southern railbelt
electricity consumers will be able to continue enjoying the
benefits of economy energy sales, which are transferred across
the existing intertie. Overall system reliability will be
improved by a better balance of generating capacity, both
geographically and in fuel type. *



JOBS IMPACT by RAILBELT ENERGY FUND

INTERTIES A HEALY COGENERATION OPTIONS
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Many proposals are, and will be, made for use of the Railbelt
Energy Fund. If one assumes that the REF will be used for its
originally intended purpose, transmission interties and the HCP
are two options which deserve careful consideration. The above
graph shows the long term jobs benefit if, instead of building
interties only, $30 million of the REF 1is used to enable
construction of the HCP. It is also assumed for the "without
HCP"™ option that 50 megawatts of non-coal fired capacity would
be constructed and result in long term jobs for power
generation, which includes jobs in both the generating and fuel
production sectors.

As can be seen from the graph, much more long term benefit is
realized throughout the railbelt, and over a much broader
economic base if the REF funds are used for the HCP, as well as
intertie construction. In addition to the long term jobs which
would be generated by the HCP, about 300 additional construction
jobs would be created and approximately 20 million dollars per
year of new export income would be added to the Alaskan economy.
The multiplier effect of the added employment and export income
to Alaska would translate into a significant economic boost for
the entire state for many years to come.



The time to make a commitment to the Healy Cogeneration Project
is now. The U. S. Department of Energy (DOE) will be releasing a
Program Opportunity Notice (PON) for round three of the Clean
Coal Technology Program (CCT3) on May 1, 1989, and State
commitment to the HCP will go a long ways towards Alaska“®s
success in bringing CCT3 funds to Alaska.

The Clean Coal Technology Program is a cofunding program, by the
federal government, designed to promote the commercial
deployment, through demonstration, of clean coal technologies
which show promise of yielding significant improvement in the
environmental performance of coal burning facilities. CCT3 1s
the third of five PON % which ultimately will invest $2.5
billion towards demonstiation of clean coal technologies 1in the
United States. The U.S. Congress has appropriated $575 million
for CCT3 and projects can be cofunded for up to 50% of total
project cost. DOE has indicated that the CCT3 program will be
the one that gives the greatest chance of success to western
coal projects. The window of opportunity for Alaska to
participate iIn this project 1is widest this year, and we cannot

afford to ignore 1it.

Successful demonstration of the technologies planned for the HCP
will reap benefits for all of Alaska. Alaska now has the
distinction of being the sole exporter of sub-bituminous coal 1in
the world, a distinction we should not only be proud of, but
also one that should give us the edge on expanded U.S. coal
exports to Pacific Rim countries. Demonstration of a coal drying
technology that will make Alaskan coal more saleable in the
export market would be a large step towards establishing Alaska
as the leader in US coal exports to the Pacific Rim. The
demonstration of clean coal combustion technology in an arctic
environment may pave the way for expanded use of local coal
resources throughout Alaska, where electricity production costs
are very high. Combustion technologies envisioned for the HCP
will produce far less pollutants than the diesel fired

generating units currently in use at many remote Alaskan
communities.

The HCP 1s an all win proposition for the people of Alaska.

Total cost of the HCP is expected to be about $130 million. An
investment from the REF of $30 million can potentially leverage
over three times that much in federal and private investment.
The opportunity exists today to take a giant step towards energy
security for the railbelt and expansion of Alaskan resource
exports to new Pacific Rim markets.
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COAL THE NEW AEAN ALE. KR THE RALEALT.

, , , , , -Khere iIs more coal in Alaska than nil
in Saudi Arabia. Its price has historically been ver{J predictable. Coal
represents most of the domesfic energy resource of the United States, and is
the primary generation fuel for many other nations as well.

The need for affordable electricity in the Railbelt is currently being met by a
combination of natural gas, coal, and hydroelectric genérating” stations.
However, the Railbelt enérgy picture will change drastically in the next few
years, as natural gas continues to become more expensive, and.existing
generating units are retired. Increased use of coal and hydroelectric power
will be needed to maintain an adequate power supplY. he Bradley Lake
hydro project will fill part of this new lequirement. Alaska's vast coal
résources can provide the balance.

The challenge, facing our state and nation is to incorporate clean coal burning
technologies into qur complex power supply network-to balance our
generation capabilifies with cost-effective coal, while preserving the quality
0f our air. water, ai,d soil. Today, we can meet that challenge.

The Healy Cogeneration Project (HCP) is being proposed to, produce
electricity” for the Railbelt through environmentally safe, efficient coal
combustion. Thanks to recent advances in fluidized bed combustion, coal is
now comparable to natural ﬂas as a clean-burning fuel, The fluidized bed
combustion process virtually eliminates sulfur dioxide and oxides of
nitrogen in stack exhaust.

In afluidized bed coal combustionp" .nt, coal isbumed ina bmlertoBroduce
steam, which in turn powers turbines to produce electricity. At HCP, waste
heat from the boiler will be used by an adjacent drying facility to remove
excess moisture from crushed run-of-mine coal. The improved coal can be
exported for sale to overseas markets, and will be available for fuel uses

in Alaska.

Alaskan coal is amonP the cleanest in the world, with an extremely low
sulfur content, The polfution control technology Pllanned for HCP exceeds
California emissions standards-the most strln%en in the United States. The
exhaust from HCP will be almost entirely water vapor, and invisible most

of the time.

The end result will be clean, dependable power from our most abundant,
affordable, stable energy resource-coal.









VAE MUBT FRPARE FOR TAMORROWVBEFCRE [T BEOCMES TADAY.

tJ

. 1 JListory has shown that for the past 20

%ears,-through economic growth and recession alike-our en. gr demands

ave increased at an average of 9 percent a year. However, many ong-ran(t;e

decisions are belngi made today based on forecasts which predictonly abouta

1 percent annual demand increase. As can be seen on the following page,

these forecasts fall far short of our true needs. A 3 percent growth rate is
probably the minimum estimate needed for responsible energy planning.

Negotiations are currently underwa% to tie the price of natural Pas-derlved
electricity to the price of oil and gas by the early 1990s. Presently, about 80
percent of Railbelt generatln% capacity is natural qas based. Our continued
dependence on this source oT power will eventua IF_resuIt in dramatically
higher electric rates for the consumer. Hydroelectric power is a reliable

ﬁn%rgy sour?:_e, outhydro facilities are expensive to build and take many years
0 bring on line.

We must diversify into a clean, stable, efficient source, which can he
brought on ling quickly, be affordably built todaY, be expanded as needed in
the future, and guarantee competitive energg costs for the Alaskan consumer
long after natural gas-fired electn(:lt,Y has become prohibitively expensive,
The Healy Cogeneration Project will provide this IonP-term stability and
security, and Create both short and long-term jobs for Alaskans in the
process.

The Healy Cogeneration Project can be taken from permit issuance to power
generation in just 30 months, It represents an affordable addition to the
E_eneratlon capacity of the Railbelt, at less than half the installed cost-per-

ilowatt of h¥droe ectric generation. Locating the HCP between the two
major Railbelt load centers will improve the reliability of the entire system.

Only HCP can insure environmentally sound production of low-cost,
rcaglltlydavallable electricity into the futdre, at an affordable construction
cost today.
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ALASKA'S FOSSIL FUEL RESOURCES

OIL & GAS
RESOURCES

260 Billion Bairels
of Gl Equivalent

COAL RESOURCES

122 Trillion Barrels
of Gl Ecuivalent



COAL"S NEW BY PRODUCTS: JOBS AND EXPORTS.

-JL Healy Gogereration Project will
aeate nore then 175 pernmanent jobs far Alaskan workers. In addition,
hundreds more joos will be areated in the short term in the construction,
trargportation and senvice industries. The berefits of stable affordeble
powner will be enjoyed by dl Alaskans, ad nirrored in every sector of tre
econamy. Since business development is dependent first and forenost on a
ready supply of poner, we will be laying tre groundwork far future groath
through longrange energy planiing non

H cp will aeate an exating new dried acal fuel product which will be
attractive in world export markets. The benefidated coal fronHCP will also
be available for use in our onn state

Coal is potentially Alaska’s largest export, since aoal resources farexceed
aur dl resenes. We are uniquely located within easy reech of vest new
markets on the Padfic Rim. Already environr mtally desirable due to its
extrarely lovsufurcortent, ouraoal needs onlly adrying proocess tobecome
competitive with any acal in the world

Alaskan export development hes received tre full commitment of the
goverrot and the state legislature. HCP combines the advantages ofdomestic
energy seaurity with the benefits of foreign trace: itwill allovus touse ore of
aur statgs great: resouross rigt here athome, while making usakey player in
theerergy export market. Justas inportarntly. HCP will provide anew stable
saurce ofjobs far Alaskans.

H cp is the first step down a promising path tonard steble energy and
economic development. The projectwill gererate additional revenues farthe
state .ressury, andwill likely stimulate the use of Fluidized bed combustion in
otter aress of Alaska with local aoal resources. All Alaskans will regp tre
berefits of the Healy Cogereration Project, with electriaty, employment,
and exports from aoal — into the 21st certury and beyond.
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LET"S INVEST THE RAILBELT ENERGY FUND- NOT SPEND IT.

]ﬂ_e purpose of tre Railbelt Erergy
Fund is to provide longterm energy security for Southoentral and Interior
Alaska. Long after our states currentt economic recession hes given way
new prosperity, the energy policies we implement today will continue to
affectevery aspect ofaur lives. New, effident, and stableenergy sourceswill
be acatalyst fa-gromth- while ashortage of electrical capability will cripple
our ability to build a strag economy.

The Healy Cogereration Project proposes touse the Railbelt Energy Fund as
aollateral to dotain Fnanang from the Alaska Industrial Development ard
BExport Authority, and private sources. HCP is seeking a lcen fromthe fud,
which will be repaid through the revenue stream from benefidated coal ad
electric powner sales. This will berefit the Alaskan energy consumer in two
ways: we Wl be able to bring HCP electricty on lire at competitive rates
and tre Railbelt Energy Fund will be preserved fa-future projects as they are
needed. Of most projects aurrently proposed, only HCP advocates borrow
ing from, rather then spending, the Railkelt Energy Fund.

The Healy Cogereration Project is aplan that makes sense farAlaska. Itwill
increase the Railbelt’s electrical gererating capadity in logcal increments
and help toensure acontinuous supply of costeffective energy far Alaskans
tomorrow- yet is affordsble toadd todky.

The Healy Cogereration Prgject is being proposed to bring a longterm
energy solution totre Railbelt HCP will allowus todiversify anay fromour
dependence on retural gas, balance the distribution of energy more evenly
through the Railbelt, and build a secure energy future— from the ground up.

1



For more information contact
Usibelli Coal Mine, Inc.
John Sims
Vice President, Marketing

(907) 452-2625



UusIBELLI COAL MINE, INC
MARKETING

122 First Avonuo
Suite 302
Fairbanks, Alaska 99701
(907) 452-2625
FAX 451-6543

February 27, 1989

Governor Steve Cowper
P.0. Box A
Juneau, Ak 99801

Dear Governor Cowper:

I want to bring you up to date on the Healy Cogeneration Project
(HCP) and enlist vyour support in helping make it a reality. |
would hope, having read this letter, that you can share my
belief that the HCP represents the besteconomic development
project currently under consideration within the Railbelt and as
such deserves your political support. o o

As currently planned the HCP comprises a 50 Mega-Watt power-
plant wutilizing state-of-the-art, environmentally benign, coal
combustion technology <coupled with a coal processing (drying)
facility which would wuse heat from the powerplant to produce
500,000 tons of stable, premium, beneficiated fuel per year.
Electrical power from- thepowerplant would satisfy futurebase—
load demand in the Northern Railbelt at a time when this

increment will be needed both to satisfy normal growth and
service economic expansion. Successful financing of the
project®, along the lines that I will propose, would ensure
low-costpredictable firm power for the Northern Railbelt over

the life of project. The coal drying facility will address the
single greatest constraint to the marketing of sub-bituminous
Alaska coal, its the high moisture content. By reducing the
moisture content to produce a stable end product the resulting
premium quality coal will command broad market acceptance in the
Pacific-rim and within Alaska.

The HCP could be operational by 1993, however prior to then a

workforce, which could peak at 300, would be engaged in
construction. Once in operation the project would directly
account for more than 130 permanent, quality, year round jobs at
the mine, in the powerplant and coal processor and across the
transportation system. Many other general sector jobs would be
created as a indirect consequence of the HCP. The capital cost
of the project 1is currently estimated at $130 million with the
powerplant accounting for $100 million and the balance

attributable to the coal processing plant.

Until recently (latter part of 1988) UCM had cooperated under a
memorandum of understanding (MOU) with Brown & Root on a project
concept which utilized a 150 MW powerplant. Our current



thinking is that this powerplant sizing is too large for
anticipated electrical power demand growth in the early 1990 's;
hence the more —conservative size. The MOU with Brown and Root
is no longer in effect.

Convinced of the overiding merits of a downscaled project UCM"s
Board of Directors have recently approved a considerable "at
risk"” appropriation to move the project forward and in
particular submit the project for Federal Clean Coal Technology
Il support. This "at risk™ appropriation is quite apart from
capital investments that the company will make in the project 1in
the future. .UCM is currently in the process of selecting a new
engineering consultant for the HCP.

The Federal Clean Coal Technology 111 (CCT II11) solicitation
process affords a wunique opportunity to bring major federal
dollars 1into play for the HCP. CCT 111, administered by the
Department of Energy (DOE), will distribute $575 million to
qualifying projects. The intent of the CCT program is to
facilitate the demonstration, deployment and commercialization
of <clean coal technologies by sharing in the cost and hence the
risks involved. Coal cleaning (processing), coal combustion and
post-combustion clean-up facilities are expected to Dbe
candidates for the CCT 11l funding ©process. The HCP will
utilize, in an integrated plant, coal cleaning technology in the
coal "processor and advanced <coal combustion technology in the
powerplant. This integrated approach has attracted favorable
comment from the DOE resulting in UCM"s decision to advance the
HCP as a candidate for funding under CCT 1I11. If successful,
the chances are perhaps realistically 1 in 3, the CCT 111
program could provide between 40% and 50% of the HCP capital
cost (say $55 million.out of $130 million).

In earlier awards under the DOE administered Clean Coal
Technology ©program significant weight has attached to financial
commitments made by State governments in support of clean coal
projects. The same will certainly be true for the HCP and
Alaska. .

It 1is with this in mind that we are asking your support for a
conditional appropriation from the Railbelt Energy Fund (REF)
towards the project of $30 million. The money couth be
appropriated to the Alaska Industrial Development and rxport
Authority (AIDEA) pending the outcome of the DOE CCT IIl award
process late in 1989.

This request for a conditional appropriation is a departure from
our former position which involved drawing upon the corpus of
the REF to underwrite a lowinterest loan to the project. This
would require changes in the statutory authority of AIDEA and
would encumber much more of the REF than our current strategy.
Since there are limited funds within the REF, UCM would be
competing head-on with Railbelt utilities. Under the



conditional appropriation scenario there would be money
available for major intertie projects as well as the HCP.

UCM is v.ery cogni-ant of working closely and effectively with
the Northern Railbelt utilities and to this end UCM would
certainly support construction of the Healy to Fairbanks
intertie as a needed component of infrastructure. " Support for
the HCP, including the $30 M appropriation from the REF, has
been approved by the Golden Valley Electric Association Board
of .Directors. This will be reported to you by GVEA in a follow
up letter.

Of the intertie scenerios UCM most vehemently resists the
proposed expenditure of $38 million on the Willow end of the
Northern intertie.

The $30 million that UCM is requesting from the state leverages
another. $100 million of project financing from federal ($55
million) and private sources including UCM ($45 million). |
would <certainlye characterize a state financial commitment as a
prudent investment. The best dollars to bring to Alaska at
this time-surely are federal match and private venture capital.

The HCP, in conjunction with the Wishbone Hill Project, could
be a vital shot in the arm for Alaska"s, coal industry.
Resolving the high moisture problem of most Railbelt coals by
the wuse of drying technologies will pay-off in a big way in the
future. " In deploying these advanced technologies Alaska will
attract global attention and demonstrate ability to penetrate
overseas markets with a premium low sulfur coal.

The HCP is truly an exciting opportunity not just the Northern
Railbelt but also for the entire State of Alaska.

I ask for your enthusiastic support for the HCP and look
forward to working with you to help bring this project in all
its complexities to fruition.

I will be calling on you inJuneau and ari prepared, together
with my UCM colleagues, to provide any information that you may
request concerning the HCP.

Sincerely,

John Sims
Usibelli Coal Mine, Inc.
Vice-President Marketing

JS/me






April 12, 1989 HB 239, Sectional analysis

Thank you for the opportunity to hear this bill. HB 239 would
establish the Good Paster Public Use Area by adding 4 new sections
under AS 41.23. Title 41:Public Resources, Chap 23:MultUseMgmt of
PubRes
41.23.140: PURPOSE;
1. protect and maintain fish & wildlife habitat
(SUGGEST AMENDMENT:

Page 1, line 15, after "habitat," insert "caribou
migratory habitat, perrigrine falcon nesting
habitat,")

2-4. protect and maintain public enjoyment of habitat,
general public recreation, winter recreation.
5. allow additional public uses compatible with 1-4.

41.23.150: MANAGEMENT;

a. Commissioner has power to restrict uses after public
testimony, shall consult with F&G in revising plan.

b. F&G responsible for management of f&g.

Co private land within or abutting cannot be aguired by
emminent domain.

d. no land disposals.

e. neither state nor muni can build a road, trail, or
hiway.

f. no timber disposals, BUT open to personal use.
See attached. 38.05.110-120[relating to timber sales],
41._.15[relating to forests], 41.17[relating to forest
resources and practices].

g- DNR may not manage as a unit of state park system.

41.23.160: INCOMPATIBLE USES;
a. commissioner may prohibit or restrict incompatible”s
with mgmt. (150) of area(l70).
b. commissioner may restrict fishing & hunting under
reg."s of Board of Game or Board of Fisheries.
c. area shall be open to mineral entry under article
7[mining rights] of 38.05 [Alaska Land Act].
d. shall allow traditional access including motorized or
non-motorized means (as of effective date?).
NOTE: there are 3 active claims in the area, not 1in
production, owned by Jack Stewart of Delta.
e. commissioner places incompatible uses into the plans;
what, when, where.



41.23.170: GOODPASTER PUBLIC USE AREA;
1-19. describe the boundaries.
NOTE: cabins within and their permit status,
discuss overlap of: see maps
a. Tanana Basin Area Plan
b. Delta/Salcha Area Plan
c. Tanana Valley State Forest & plan.see stat
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DEI"HTMEAT OF NATURAL RESOURCES U0 WILLOUGHBYAVE,

PHONE: (907) 465-2400
OFFICE OF THE COMMISSIONER

April 12, 1989

The Honorable Curt Menard
Co-Chairman

House Resources Committee
P.O. Box V

Juneau, AK 99811

Dear Representative Menard:

Subject: House Bill 239, An act establishing the Goodpaster
public use area.

Background: House Bill 239 designates approximately 450,000
acres for a public use area. This area includes 75,700 acres
presently within the Tanana State Forest, and 375,000 acres
currently designated for multiple use, of which 47,000 acres of
river corridor 1is designated for recreation.

Position: The Department of Natural Resources prefers addressing
the concerns of this bill (e.g., access, timber harvest and land
disposal) through a review of the Tanana Basin Area Plan. In

that regard, the Department of Natural Resources would commit to

the following:

Immediately open up the Tanana Basin Area Plan for public
review and comment.

Guarantee that the plan review and any subsequent revision
or amendments will be completed by November 1, 1990.

Guarantee that no timber harvest activities, land disposals,
access iImprovements or other actions in the Goodpaster
drainage (as defined in the legislation) occur prior to
completion of the plan review.

Guarantee that the plan review will specifically address and
reconsider the issues of access, timber harvest and land

disposals.

10-J9LH



Representative Menard -2- April 12, 1989

Changes to the existing plan would depend primarily on the desire
and interests expressed by the public during the review period.
Assuming that the majority of the public does want to restrict
access and prohibit timber harvest and land disposals in the
Goodpaster area, the plan would be amended to reflect those

desires.

Thanks for giving us the opportunity to comment on this
legislation. We look forward to working with the committee and

staff on this 1issue.

Sincerely,

cc: Committee Members

Bill Sponsor

Denby Lloyd, Special Staff Assistant
Office of the Governor

Bob Evans, Legislative Liaison
Office of the Governor

Gary Gustafson, Director
Division of Land and Water Management
Department of Natural Resources
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TESTIMONY ON BEHALF OF THE
GOODPASTER RIVER PROPERTY HOLDERS ASSOCIATION

Testimony Given Before the House Resources Committee
April 12, 1989

Mr. Chairman and committee members, my name 1is Barry
Haight. I am President of the Goodpaster River Property
Holders Association. The Goodpaster River Property Holders
formed in 1982 as year round-use of the river increased

causing concern for the future of the watershed.

The Goodpaster 1is one of only three navigable clear
water streams reasonably near Fairbanks. Our concerns were
amplified as we have watched degredation of the other two
rivers by processes similar to those proposed for the
Goodpaster. The Chena River suffers from a variety of
impacts, 1including a road much of 1its length and it was
recently revealed to have suffered a seriously depleted
fishery. Roads have been fended off 1in the Salcha River
drainage, but it has been adversely impacted by excessive

land disposals on many miles of the river.

Since forming, our organization has maintained
continuous involvement 1in various public processes which
have 1involved the Goodpaster River area. Our efforts have

received strong support from the public and river users who

do not own property.



Goodpaster Testimony Page 2 April 12, 1989

Our association®"s ability to effectively participate in
various plans involving the Goodpaster have been hampered by
several stumbling blocks, including: proposed plans not
available on a timely basis, limited copies of plans only
available for review at F"IR offices, maps not available for
public use, plans advanced for land disposals despite public
opposition, and the fact that the planning procedure was not
yet complete. As it stands today, the upper Goodpaster 1is
in the Tanana Basin Area Plan, the lower river in the
Delta-Salcha Plan, with small areas of overlap by the Tanana

Valley State Forest.

All of this was seriously at odds with Goodpaster
Association requests that planning for the entire watershed

should be done in an integrated vrather than piecemeal

fashion.

The difficulties we have faced are not new, and our
concerns have been communicated to all Interior legislators
at various times since 1982. It is with this background and
a variety of proposals for roads into the Goodpaster
drainage, that our association asked for introduction of
CSSB 167 and HB 239 . HB 239 and CSSB 167 differ from the
original Senate Bill in two ways; first, mineral entry is
specifically allowed and, second, the proposed public wuse

area has been reduced from approximately 970,000 acres to



Goodpaster Testimony Page 3 April 12, 1989

about 420,000 acres. A reduction of 57%.

It is important to know that Native lands, as well as

the area most likely to have mineral potential, are now

excluded from HB 239.

Public use areas are not a new idea. The South Central
region of the state has four, ranging up to 3 million acres
in size. Currently there are proposals for at least three
others not including the Goodpaster River. Despite certain
areas 3f disagreement, a vreview of the two major plans
covering the Goodpaster drainage shows that they largely
support our contention that the highest and best use for the
area is recreation and wildlife habitat. In fact, the
Tanana Basin Area Plan suggests that the river corridor be
considered for future legislative designation as a

recreation area.

The plans frequently reference the area as having high
recreational values and as good wildlife habitat. The
Goodpaster 1is an important Grayling producer and King Salmon

spawning river, and is the last such stream in the Tanana

drainage.



Goodpaster Testimony Page 4 April 12, 1989

Portions of two subunits of the Tanana Valley Forest
Plan overlap 1into the proposed public use area. A small
part of subunit 10A falls within HB 239 boundaries. The

forest plan itself describes the timber values here as low.

About half of subunit 9A 1is within HB 239 boundaries
and curiously has emerged as an area of contention. The
color coded map issued with the forest plan 1is not accurate
as it 1is based on aerial photos which have not been field
checked. Also, for convenience, the boundaries and color
coding follow township and section lines and trees don"t

grow that way.

Specifically, we dispute the existing quantity and
quality of harvestable timber. We dispute the future
potential for timber. We question the feasibility of
harvest due to terrain and for economic reasons, and lastly

fear damage to the area in attempting to harvest.

In an April 1987, letter to us, Senator Coghill quoted
Division of Forestry personnel saying "The forestry folks
recognized that the timber in the area was not expansive,
but felt that it was sufficient for some limited

harvesting."



Goodpaster Testimony Page 5 April 12, 1989

In the Delta area, about half the allowable cut for
timber is outside the present state forest boundaries, and
harvest is not limited just to state forest lands. We have
offered active support to access other timber 1in the Delta

area which does not impact our interests.

The Goodpaster River is an important hunting and
fishing area to Interior Alaskans. HB 239 would help
maintain the high quality of these uses and minimize user
impact and conflicts for the greatest number of Alaskans.

HB 239 provides for a broad range of wuses v/ith minimum
exclusions and regulations. Like the Tanana Basin Plan
suggested, we feel that legislative designation is a proper
vehicle for Goodpaster area use, and the legislature 1is a
proper forum. It is our intent to promote HB 239 on merits

of the issue and the legitimacy of our concerns.

Meanwhile, we are aware of wvarious inflammatory
accusations that current users or property owners seek only
to maintain a private domain, and exclude others. That
absentee landlords seek to dominate other users and, of
course, to lockup resources. Such claims are not true and
are only calculated to stir emotions. They certainly fail
to address the central question of- What 1is the <carrying

capacity of the Goodpaster River?
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Use of the Goodpaster area is much like other areas of
the state such as the Denali Highway, which is heavily used
by Anchorage hunters and fishermen, or the Chitina

dipnetting area where most users come Tfrom elsewhere in the

state.

It is simply a historical fact that most of the users
of the Goodpaster River, property owners or not, have been
from the Fairbanks area. No one has exact numbers, and it
shouldn™t matter. What does matter 1is the goal to designate
land to be used in traditional ways as it always has been

for all Alaskans,

We recognize that with the passage of time and a
growing population, the 1itinerant visitor will become the
dominant user of the area. The public will need a place to
go. We believe those visitors will seek, as we have, an
uncrowded place to camp and enjoy, while avoiding the

various user restrictions which most Alaskans seem to abhor.



Nggislature

REPRESENTATIVE FAIRBANKS

MARK BOYER 10% LAKEVIEW TERRACE
FAIRBANKS, ALASKA 99701
(907) 456-6473

JUNEAU

P.O. BOX V

GHAIR, CHILCRENS CAUQUS STATE GAPITOL
JUNEAU, ALASKA 99811
(907) 465-3466

MEMORANDUM

DATE: April 10, 1989

TO: House Resources Committee ime 5
FROM: Representative Mark Boy<syja

RE: HB 239

HB 239 would establish the Goodpaster Public Use Area. The
intent of this legislative action is to preserve the historic
value, traditional uses and environmental integrity of the
Goodpaster River drainage. The public use area would encompass
approximately 420,000 acres of which 83,897 are considered to be
potential timber lands by the State Department of Natural
Resources and most of that acreage falls within the Tanana Valley
State Forest. The building of roads, land disposals, and
commercial timber extraction would be prohibited within the Public
Use Area, but all other existing uses would be maintained such as
mining, dog sledding, hunting, trapping, skiing, boating, hiking,
fishing, camping, etc. The DNR has stated that they would rather
see changes to their plans done through the planning process
rather than through legislative designation. The proposed use
area overlaps part of two area plans; the Delta-Salcha Area Plan
and the Tanana Basin Area Plan.

The Goodpaster river is one of the last pristine rivers that

feed into the Tanana river remaining in it"s original state. The
wildlife habitat is diverse and rich; home to the Perrigrine
falcon, moose, bear and carribou. Having been used for decades by

the people of the Interior and other parts of the state, this area
remains one of the few unbridled places left for recreation use by
Alaska residents and people of the Interior. Thank you for your
consideration.

MB/BH

FAIRBANKS 20B



DEPARTMENT OF NATURAL RESOURCES 400 WILLOUGHBY AVE

JUNEAU. ALASKA 99801-1796

PHONE: (907) 465-2400
OFFICE OF THE COMMISSIONER

March 7, 1989

The Honorable Mark Boyer
Alaska State Representative
P.0. Box V

Juneau, AK 99811

Dear Representative Boyer:

Because of your interest in the proposed Goodpaster legislation, |
thought it would be helpful to inform you of the department's
position with respect to issues in that area.

The Department of Natural Resources prefers addressing your
concerns (e.g., access, timber harvest and land disposal) through a
review of the Tanana Basin Area Plan. In that regard, the
Department of Natural Resources would commit to the following:

Immediately open up the Tanana Basin Area Plan for public
review and comment,

Guarantee that the plan review and any subsequent revision or
amendments will be completed by November 1, 1990.

Guarantee that no timber harvest activities, land disposals,
access improvements or other actions in the Goodpaster
drainage (as defined in the legislation) occur prior to
completion of the plan review.

Guarantee that the plan review will specifically address and
reconsider the issue of access, timber harvest and land

disposals.



Representative Boyer -2- March 7, 1989

Changes to the existing plan would depend, primarily on the desire
and Interests exEresse. by the Rubllc during the review period.
Assuming that the majority of the public does want to restrict access
and prohibit timber harvest and land disposals in the Goodpaster
area, the plan would be amended to reflect those desires.

Like you, I'm anxious to resolve this issue to everyone's satisfaction.
| would be glad to meet with you to discuss this matter further.

Sincerely,

Lennie Gorsuch
commissioner



