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Position Paper -SB 425
Page Three

The states which have already implemented agency disclosure lows are finding
that buyers generally welcome the early explanation of how this process works.
Discussion by the agent of the agency issue early in a working relationship is a
key factor in its acceptance by both buyers and sellers. Hence, section (a) of SB
425 would require that written disclosure of an agent § relationship to a seller
be made as soon as that agent begins to provide specific services to a prospective
buyer (i.e. locating properties to show which meet that buyer 3 specific criteria).
However, it would not, for instance, require a written disclosure for every
person stopping by an open house while out for a Sunday drive.

Section (b) of SB 425 specifies that an agent representing a buyer would be
required to disclose the agency relationship with the buyer to a seller or his
listing agent at the time of the initial request to show a property. This section
also provides that any agency relationship which a seller may have established
be recognized, and that any arrangements for compensation for the services of
the buyer 3 agent are clearly understood by all parties.

Section (¢) of SB 425 allows an agent to act in a dual role, representing both the
buyer and the seller, provided both are informed and agree in writing to the
agent 3 doing so.

Section (d) of SB 425 provides that, ifthe agency relationship is altered during
the course of a transaction, all parties be apprised of the change as soon as
possible after itbecomes effective.

It is the position of the department, on behalf of the Real Estate Commission,
that the establishment of mandatory disclosure laws, as proposed in SB 425,
would decrease litigation and significantly increase both agent and consumer
understanding of the agency relationship. We, therefore, urge passage of SB

425.

Larry Merculieffl Commissioner

Date: j/n-ann

LM/LW/dgl16289D
2990a
Attachments
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM February 1, 1990
SUBJECT: Sectional analysis of SB 425

TO: Senator Arliss Sturgulewski

FROM: John B. Gaguine

Legislative Counsel

At your request, here is a sectional analysis of FB 425, for
an act relating to disclosure of agency by holders of real
estate licenses.

Section 1 would enact a new section, AS 08.88.396, 1imposing
a duty to disclose agency relationship on the holders of
real estate licenses (brokers, associate brokers and sales—
persons). Subsection (a) would require a licensee acting as
the agent for a seller of real estate to disclose that fact
to a prospective buyer when the licensee begins to provide
assistance to the buyer, and would require the licensee to
obtain from the buyer written acknowledgement that the buyer
is aware of the relationship. Subsection (b) would require
a licensee acting as the agent for a real estate buyer to
disclose that fact to a prospective seller, to present of—
fers only through the seller®s agent if there is an unex—
pired exclusive listing contract, and obtain the written
consent of all parties to a transaction if the licensee”"s
compensation is being paid by anyone other than the buyer.
Subsection (c¢c) would forbid a licensee from acting as agent
for both buyer and seller unless the licensee has written
consent from both. Subsection (d) would require a licensee
to update prior written disclosures if there are changes in
the licensee™s agency status during a transaction.

Section 2 would make it a class A misdemeanor for a licensee
to violate a provision of AS 08.88.396, enacted by sec—
tion 1. Violation of certain other provisions of the real
estate licensing chapter is already a class A misdemeanor.

Section 3 establishes an effective date for this act of
January 1, 1991.

JBG:pl
WKP1/081
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AGENCY DISCLOSURE LAWS - 10/87

Effective January 1, 1988, broker must provide seller and
buyer with a prescribed disclosure form ™"as soon as
practicable™ and confirm agency relationship on the
contract. Mandates 3-hour course on agency.

Regulations E-31 - E-35 require oral and written
disclosure to sellers and buyers.

Law requires disclosure in sales contract that selling
broker is agent of, and will be paid by, seller if such
is the fact.

Written disclosure of who broker represents and who will
pay the broker; made at time of or before written offer.

Violation to act for more than one party without
knowledge or consent.

Law and regulations requiring oral or written disclosure
at least once prior to contract, and confirmation on the
contract.

Pending regulations requiring oral or written disclosure
as early as possible, confirmation ¢n contract and
re-affirmation at closing.

Written disclosure to buyer prior to showing; if buyer's
agent, notice to seller at initial contact.

Written disclosure in contract prior to offer being made
or accepted by buyer.

Every contract must reflect whom the broker represents by
a statement over the parties' signatures.

Presumed to be seller's agent unless written agreement to
the contrary. New rules are pending.

Written disclosure that licensee represents seller unless
a contract with.buyer and notice to seller of buyer

agency.
Broker shall make it clear for which party acting.
Rules and regulations pending.

Statute that licensee is agent of owner unless agreement
to contrary disclosed to all.



OREGON

PENNSYLVANIA

SOUTH CAROLINA

TEXAS

UTAH

VERMONT

WASHINGTON

WISCONSIN

WYOMING

Pending agency disclosure bill combining oral and written
disclosure.

Law requires broker to disclose that broker is agent of
seller , not buyer.

Licensee must disclose on mandatory disclosure form for
which party he is acting.

Must make clear for which party broker is acting; new
rules and approved form.

Rule requiring early disclosure of agency relationship,
at least once prior to confirmation on contract.

Licensee must disclose to buyer, no later than offer,
that licensee represents seller, unless there is a buyer
agency agreement.

Oral or written disclosure at least once prior to
contract, with confirmation on contract.

Pending rules requiring the agent of one party to make
written disclosure at the first meeting.

Violation to act for more than one party without
knowledge of all parties.



AGENCY DISCLOSURE
Seller7s Agent

has disclosed that he/she as
(N*me of Licensee)

(Check one) the listing broker
licensee in listing broker's office
sub-agent through cooperating broker

is an agent of the seller. The seller is the only principal
for this agent.

Date Acknowledgement of Seller

Date Acknowledgement of Prospective Buyer
E kI b b b S S b S e S e i e b e b S e i b b b S e e b b S I I S b S b S b S Sk e S b S S e b i e S e b S

Buyer's Agent

has disclosed that he/she is

(Name of Licensee)

working as an agent of the buyer. The buyer is the only
principal for this agent.

Date (Acknowledgement of Seller)

Date (Acknowledgement of Prospective Buyer)
A AKX AKX A KA AKX A A A A XA AR A A A AKX A A A A A AKX A A A AKX A A A A XA XA A A A XA A A A XA X d A d AKX dhdhdhxd X
REVISED DISCLOSURE STATEMENT
The disclosure dated is revised to
disclose that is now
(Name of Licensee)
(Check one) aseller's agent, exclusively.
a buyer's agent, exclusively.
an agent for both the buyer and the seller.
(Acknowledgement by both principals below
constitutes express written consent as
required for dual agency representation.)
Date (Acknowledgement by Seller)
Date (Acknowledgement by Prospective Buyer)
Date (Acknowledgement of revised si tus

by Broker of Named Licensee



AGENCY DISCLOSURE

All licensees have affirmative obligations to both parties of
a transaction which include:

1. Diligent exercise of reasonable skill and care in
performance of the agent's duties.

2. A duty of honesty, fair dealing and good faith.

3. A duty to be both truthful and informed whenever he/she
undertakes to make a representation.

When entering into an agency relationship, both buyers and
sellers have a responsibility to carefully read all agreements
and understand the type of representation they are to receive.

AGENT'S DUTY TO A PRINCIPAL

The duties that an agent and subagent owe to a principal are:
1. Good faith and fidelity.

2. To exercise reasonable care, skill and judgment in
securing the best price and terms possible for the
principal.

3. To avoid representing any interest contrary to that of
the principal without the express written consent of
the principal.

4. To make full, fair, and timely disclosure to the
principal of all facts which are or may be material to
his/her interest or influence his/her actions.

Under a listing agreement with a seller (principal) an agency

relationship 1is created with the seller. Other licensees in
the same office or in a <cooperating broker's office are
subagents of the seller with all of the duties listed above.

A licensee can agree to act as an agent for the buyer only.
In this instance, the agent owes the same duties to the buyer
as his principal. When acting in this capacity, the agent is
not the seller's agent even if all parties agree that the
compensation for services rendered is to be paid from the
seller's proceeds of sale.

Any offers to purchase a currently l:sted property will be
presented through the listing agent.

DUAL AGENCY

An aorent can legally be the agent of both the seller and the
buyer in a transaction, BUT ONLY WITH THE KNOWLEDGE AND
CONSENT OF BOTH PRINCIPALS. The agent then owes all of the
above listed duties to both buyer and seller, and both are
principals for the agent. Both parties must be informed and
consent to any compensation paid to the agent by the other

party.



Agency/Subagency Committee Report

Submitted by David W. Johnson, Chairman



RESPONSES TO AGENCY/SUBAGENCY QUESTIONNAIRE
LAST REVISED SEPTEMBER 14, 1987

STATES WITH NO SPECIFIC AGENCY DISCLOSURE LAWS AND NONE
PENDING:

Alabama Kentucky Ok lahoma

Al aska Loulsl ana Ontarlo

Al berta Mary land Quebec

Arl zona Mlch tgan South Dakota
Arkansas Montana Tennessee
Brl1llsh Co lumbl a Nevada Virgln ia
Connect lcut New Jersey West Virginia
I11Ino Is New Mexico

Kansas North Caro Ilna

STATES WITH STATUTES OR RULES PENDING ON AGENCY DISCLOSURE:

North Dakota - A committee will be meeting In August to draft
an administrative rule on agency disclosure. Plans to have
the rule In effect by January 1, 1988.

Wisconsin - |Is ready to begin the formal vrulemaking process
with disclosure rule.

lowa - A proposed bill supported by lowa Association of
Realtors died in Committee. This bill will probably be
reintroduced at the next legislative session.

Rhode Island - Real Estate Commission will be reviewing a
proposal on September 17, 1987.

Delaware - Delaware Association of Realtors s looking at a
standardized disclosure form for all of |Its membership. The
New Castle County Board of Realtors have already adopted a
form for use 1In agency disclosure. The Delaware Real Estate
Commission will be 1looking at this Issue at |Its next meeting
In October - 1987.

Ildaho - 1Is |Is the process of rulemaking. Anticipate
effective date of new rule to be 1-1-88 or 7-1-88.

Oregon - Has proposed legislation for 1introduction 1in the
1989 Legislative Session.



STATES WITH AGENCY DISCLOSURE LAWS:

Cal Ifornl a MI nnesota Saskatchewan*
Colorado MIsslsslppl South Care llna
District of Columbia¥* MIssourl Texas**
Florida Nebraska Utah

Georg la New Brunswick™* Vermont

Guam*™* New Hampshl re Wash Ingtor
Hawal | New York Wyom In,g*

Indl ana Ohio Massachusetts™*
Ma Ine Pennsyl van la
*NOTE: The statutes 1In these states/provinces do not have
specific agency dlsclosure language. However, they do
provide that It Is a licensing viol atlon to represent more
than one party In a real estate transactlon without the
knowledge and consent of the other party. AccordlIngly,

agency dlsclosure 1Is an Implicit obilgatlon of that~
provislon.

*mMNOTE: Texas has deferred (as of September 14, 1987) final
action on Its proposed rules for another 120 days to further
evaluate Industry Input.

ENFORCEMENT OF AGENCY DISCLOSURE LAW:

The overwhelming majority of states are enforcing or
anticipate enforcement through two basic approachs: (1)
Include compliance with agency disclosure rule as an element
of a routine audit of broker records; and (2) Ilook for agency
disclosure as an |Issue when reviewing all consumer complaints.

OBSERVATIONS FOR IMPLEMENTING NEW AGENCY DISCLOSURE LAW:

Colorado - (Comments quoted directly from Michael B. Gorham,
Director, Colorado Real Estate Commission) - (1) Did not
give sufficient enough 1lead time before Implementing agency
dlslosure rule. The rule went |Into effect before most
licensees were aware of 1It, consequently, there was a need
for a Declaratory Order Implementing the rule. Suggest any
Jurisdiction considering such a rule give a six-month or
one-year period for education; (2) Even though the rule
provides for both oral and written disclosure, Colorado feels
that many agents do not make the oral disclosure and Instead
rely on preprinted contract disclosure. This, however, |Is






StiiNAXIJL tUTfiniilICiCi 1vEIN:wjxx
FIRST COMMITTEE OF REFERRAL

DATE: 2/1/

Date of 5-Dal ti.ce:
(} accordan ith Uniform Rule

Labor and Commerce Committee

"An Act relating wuo a surety fund
operator of a game of <chance

FURTHER: Finance

DATE TURNED
INTO OFFICE:

considered SB 429

fee and the bond for licensure as an

contest of skill; creating the

charitable gaming surety fund; and providing for an effective date."

and recommended:
[ ] replace with CS

[ ] attached amendment(s)

[ 3 letter

[ ] do pass

[ ] do not pass

[ ] no recommendation
individual recommendations

[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S):

Department(s)/Date:

[ ] fiscal note(s)

[ ] appropriation-no fiscal note

1
9

SIGNING DO PASS:

[ 1T same title
] new title

of intent adopted

Department(s)/Date:

[ 1] zero fiscal note(s)

["Governor®s bill w/fiscal note

RECOMMENDATIONS:
N\

"dor S

-~ehair: Signature and Recommendation (



Coalition

for

C NG

Gaming

Position Paper # 1

The Coalition for Non-profit Gaming, CNG, after careful deliberation
by Its Steering Committee, and ratification by Its general membership,
takes the following positions) on Issues concerning future direction of

gaming regulation and legislation:

1 Thet an agent licase dass ke aeated by the legda
ture which estadishes accountablity between the agent
ad the Qpaaar a Pamitee with whom the agent 0O+
ouds pukHab adivities.

2 Thet eadh agent b required to regster with the State
each location (physca addess) whare puHab aciviies
ae conduded

3 That Qparaios andlar Pamitess e requirg to acom
[dde d1 Agent Registration fom m/lChj Q/WE [Hfﬂt'
et of Gomrerce and Eoonanic Davdgarent an behdlf of
each agat locatloa

4 Thdt, in addtion to the amnd regdration, eech enity,
€ Sde Pgxea, Patasip Jont Vatue, a Copoa
tlm adlrg aS AN Agent, T4l ﬂH ino a Surety Fund €S
telished by the state, $100 arLaly untr the fund is fvry

established.



page 2,.EflsltiQn-P.after #l

& Wwemdmsurety fundcmﬂ-tajwa:h
At ddl ke adusted amely besed an the priar year's
histary of dains agangt the fud

a Tha AS (B1&122 () (B boding reman in effect inits
aurert fam as a requrenet far an Qperatar’s license

7. That sdf-direded Rammitess wno do not engage an op-
erator SEI Nt e required to bod agangt therr onan loss-

a-lmAgents of (maasgdl tEs.mled le—tEtBby
thair Qperatar Who, In tum, purdieses fram a Licessd Dis-
triboutar.

a Thet agents Of a Ramie2 el be sygdied pulHas by
thre Pamitegs MarievhChage wWho, in tumn, purdneses
fram a Licensed Distrioutar.

10 That a oding it be estadished for agent anmensa:

tion.

11 Thet netther Qoaratars nor Penitees ke linited as to
ﬂEnniH,Ongents Wth\/\FUnﬂWCI]ﬂﬂpjl-tab ac-

tivity.
12 Tret cuent statutes adequatdly Iinit eedh penitees
amnd acivity (AS 0515180 (g) ad therefore, o futher

limit dhoud be paced an the nunber of agents engeged by
a pamitee (nor an an goeratar an bahdlf of a panrtee).

/ certify that the foregoing represents the consensus of CNG members

who met on November 8, 1989 to amend and ratify this position paper.

ineim Graimen



Kenai Peninsula

Non-Profit Association
P.0O. Box 7621
Kenai, Alaska 99611

January 3, 1990

l.arry Merculieff, Commissioner JAN 81990
Department of Commerce «. Economic Developemcnt
P.O. Box D-LIC ocoupatioSal ijcensino

Juneau, Alaska 9981 1-0800

Dear Commisioner Merculieff:

The Kenai Peninsula Non-Profit Association thank3 you for attending the
Soldotna Chamber luncheon yesterday. It va3 a pleasure to talk with you and |
thank you on behalf ot the KPHA for taking time to discuss some of the problems
ve're concerned about in the current charitable gaming regulations.

Our group supports legislation that will establish third-psrty vendors as a
recognized entity and ve vill continue to lobby our legislators to addre33 this
issue. As you are aware, pull-tab sales through vendors i3 a productive method
of generating revenue for many non-profit organizations who provide many
needed community services. We support 3trict regulations for vendors and for
the non-profit organizations who 3ell pull-tabs through vendors.

There is concern that some individuals are profiting from charitable gaming,
and we will work cioseiy with the Department of Commerce and our legislators
to address the problems associated with multiple locations. The majority of our
members agree that the vendor should be allowed to sell pull-tabs for only one
permittee at a time, be required to return a guaranteed percentage to the
non-profit, and that a limit be placed on the number of locations a non-profit
organization may U3e their permit.

We are encouraged by the Department of Commerce's plans to offer educational
workshops to those of us involved in charitable gaming, and feel that the newly
formed State Advisory Board i3 a 3tep in the right direction. Enforcement of the
regulations is needed, and ve encorage the State to divert money from the 5%
state lax we pay on the ideal ,.et of each game to pay for enforcement of the
gaming regulations. Unless the laws are enforced, the best 3ct cf regulations
are worthless.

Sincerely,

KPNA President



Kenai Peninsula Non-Profit Association
POLICY STATEMENT 90-1

THIRD-PARTY VENDORS

The Issue of "Third-Party Vendors” must be addressed immediately
by the Alaska State Legislation, and Legislation must be passed during the
1990 Legislative Session which establishes vendors as a legal and
recognized entity, and establishes regulations for those who act in that
capa ity.

Because vendors sales offer an effective means of generating
charitable gaming revenue for those non-profit organizations who do not
have the money or man-power to operate a permanent gaming facility, and
because the Kenai Peninsula Borough Assembly has banned professional
operators from doing business in this orough and the area permit holders
must engage in self-directed gamir.j, the Kenai Peninsula Non-Profit
Association submits that there is indeed a need for a vendor classification
to be established under the following guidelines.

1. Clearly define "Third -Party Vendors":
Define the vendor as "an agent of the non-profit permit holder who
works on behalf of the permittee™.
2. Put a cap on the returns a permit holder may pay for the
services provided by the vendor.
Limit the amount a vendor may charge for his services / rental to
30% of the net proceeds. This eliminates "bidding” by permit holders
and assures a fair amount of money is indeed returned to the non-profit
organization.
3. Require a contract between vendors and permittees.
A uniform contract should be written and required to be used state-wide
between vendors and the non-profit permittee they sell pull-tabs for.
4. Require "Third -Party Vendor registration and registration
fees.
Vendors should be required to be registered by the State and & nominal
vendor registration fee should be paid.
5. Hold "Third-Party Vendors™ accountable to the City, State ,
and Borough for their actions on behalf of the non-profit permit
holder.

The Kenai Peninsula Non-Profit Association submits this policy statementrrp 1 ? 1iqqq
on the sixth day of February, 1990.
occupa/kKR1 S ensing

Tom Janz, President



01.89-0001

JOSEPH NYQUIBT
PULL-TAB CITY

1255 AIRPORT WAY
FAIRBANKS AK 99701

0LB9-0003

JAY Il HUNISUM IR
BINGO SAMS

2504 FIDE STREET 1119
ANCHORAGE AK 99503

01.89-0005

ROBERT D rHOMAS
LOTTERY ALASKA

430 ¢ STREET SUITE 202
ANCHORAGE AK 99503

0L89—-0007

SUE GRIFFIN

CAFRA/NORTHER LIGHTS BINGO
3707 WOODLAND DRIVE
ANCHORAGE AK 99517

01.89-0009

STEVE COOPER

RIPPIE TOWN

BOX 90493

ANCHORAGE AK 99508

01.89-0011
KENNETH A DOLE

KING OF KINGS SALMON HIJURNY

BOX 6440
KETCHIKAN AK 99901

0OL90-0013

M. GREGORY OCZKUS
BONANZA BINGO

PO BOX 203147
ANCHORAGE, AK 99520

OPERA I'UR/wpdocs
01/247/90

0L89-0002

JOHN BLOMFIELD

FUND RAISING CONCEPTS
1.525 N STREET
ANCHORAGE AK 99501

0L89-0004

EDWARD A DILLEY

THE POP SHOPPE

1705 CARR STREET
FAIRBANKS AK 99709

0L.89-0006

PETER D KRAEMER
NORTH STAR BINGO
6510 LAKEWAY DRIVE
ANCHORAGE AK 99502

0L89-0008

DWIGHT A MCBRIDE
ALASKA INDOOR SPORTS
215 PLAZA PORT WEST
KETCHIKAN AK 99901

0L89—-0010

LILLIAN (RUTH) SHANNON
EMERALD ISLE PULL-TABS
972 FARMERS LOOP ROAD
FAIRBANKS AK 99712

0L89-00J2

SHIZUE RUEBEL

TAKE A CHANCE

1833 BRIDGEWATER DRIVE
FAIRBANKS AK 99709

0L90-0014

JAMES M. HARMAN
RIPPIE WORLD

PO BOX 232091
ANCHORAGE, AK 99523






STEVE FRANK AAlaska jAtaie IQgiSlatU e MIIMULK

ms IRICT K L-inaiicc- Conimittce
SIA'1 A Resources Committec
19 N, Cush in. 713 Legislative Council
i19 N. Cushman. Kin. : ; :
L airbnrkh, Alaskii 99701 SpeC'f‘X'oggmi’nge:V‘e’[‘omjt'”g &
It Iliil(r)ithimgltui
"0. llox
tinei'ii, Alaska 99X11 Vien-CHAIR
,907) 965-3709 . Community & Regional
Capitol Km. 5M jlenate Affairs Committee
MEMORANDUM
T0: Senator Dick Eliason, Chairman

Senate Labor & Commerce Committee

FROM: Senator St,

RE: Request /forjtftearing on Senate Bill 440 "An Act
establishing exploration costs and reclamation costs
as a deductible expense from the license tax on
mining."

DATE: February 8, 1990

SB 440 would allow reclamation and exploration expenses
to be deducted from a taxpayers gross income for purposes of
the mining license tax.

Exploration costs from a property not in production are
not presently a deductible expense, but the legislation would
change that. Under this bill, a company that was paying
mining license tax on a producing property and doing
exploration work on a different property not in production,
could deduct the cost of the exploration activity against the
producing mine"s gross income.

The intended effect of the exploration expense
deductibility is to increase exploration activity 1in the
state, thus diversifying the economy and creating new jobs.

Currently, reclamation costs are not allowed to be
deducted from a mine operations gross income either. However,
we believe that reclamation is a normal and customary expense
that is required by regulation and that it should be
deductible. In addition, this legislation would encourage
operators to do the necessary and appropriate reclamation on a
property by giving them a financial incentive.

I respectfully request that you schedule this legislation
for a hearing at your earliest convenience.

Thank you for your consideration.



March 26, 1990

Richard Gumrn
RFRLU, President

POB 169
Ester, AK.
99725

Senator Eliason

Pouch V

Juneau,, AK .
99811

Dear Senator Eliason,

I am writing you about my concern regarding the current bill
seeking to amend AS 27, chapter 19 or mining reclamation.

I have reviewed the Senate working draft that is being
considering and would .like to express my concern that this
version does not provide for natural vegecative buffer strips to
provide visual screening in areas that abut state maintained
roads, well traveled waterways, private dwellings nor other
sensitive areas of scenic value.

Some points you need to consider as you deliberate this
amendment .

1) The gold mining industry pays the lowest tax of any of the
natural resource extractive industries in the state: oil and gas
17.4%, coal 3%, fishing 3.3% and gold .04%.

2) Gold mining is a healthy industry in Alaska. Its output has
increased 72% over last year. (Buridtzen, State Geological Survey,

Fairbanks.)

3) The cost would be minimal to leave or plant 100-300 foot
strip of trees between a mining operation and a sensitive area.

4) Many of these visually sensitive areas lay beyond any borough
zoning jurisdiction.

5) Such provisions could be written into state statutes and be
applied as "areas of special regard” by the Commissioner. This
would insure treatment of any area on a case-by-case basis and
protect the miner from needless over regulation.



6) Statute 27.21.260, or reclamation as applied to coal mining,
allows the Commissioner to with draw any land unsuitable for
mining deemed "fragile or historic land in which operations
could result in significant damage* to important historic,
cultural , scientific, arid aesthetic values and natural systems."

Furthermore the statue flatly prohibits any leasing of land for
coal mining activity, (claims made after August 1977) on land:
"100 feet of the right-of-way line of any public road,”™ and ™300
feet from any occupied dwelling."”

I-hy shoe 1d the state choose to protect natural resource values
from mining of coal and not of gold, especially when placer
mining potentially replicates the ground cover disturbance found
in coal strip mining?

I think we owe it to all Alaskans, and the tourist industry which
employs many Alaskans, to provide minimum protections for those
scenic values synonymous with our great state.

At the recent Senate hearing in Fairbanks, Senator Halford made
the comment that ™"glacial moraines and a miner 3 tailing pile"
were visually indistinguishable™ and "if we reclaimed one, we
should apply equal standards to the other." I personally find
this position lamentable, and at odds for one seeking greater
public trust in the management of the state 3 natural resources.

Would the good Senator also see no difference between refuse
dumps and our mountain ranges, 1in that both appear to rise above
a flat horizon?

In closing, I ask that you seriously deliberate on these concerns
as you finalize these amendments.

Richard Gumrn

cc: House Nat. Res. Com
Senate Nat. Res. Com.
Govenor Steve Cowper
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM April 28, 1990

SUBJECT: Fiscal note for draft CSSB 449 (L&C)
(Healy cogeneration project)

TO: Senator Dick Eliason
Chair, Senate Labor & Commerce Committee

FROM: Teresa B. Cvamer ~rn~-~
Legislative Counsel

You have asked whether attaching a fiscal note to CSSB 449
(L&C) for the cost of the Healy cogeneration project raises
legal questions. Inclusion of the fiscal note is based on
sec. 3, directing the Alaska Industrial Development and Ex—
port Authority to undertake the construction of the project
as soon as possible.

In my opinion, there are no legal prohibitions against ad-—
dressing the funding of the project in this manner. The
money Tfor the project cannot be spent unless it is appropri—
ated by the legislature, so the fiscal note must be 1included
in an appropriation bill, perhaps a section of the capital
budget, should the legislature wish to do so. The 1inclusion
should note that the appropriation is for a capital project
rather than for operating expenses. IT the title of the
operating budget is broad enough to include capital ex—
penses, the fiscal note could be the basis for inclusion in
the new legislation section of the operating budget. How-—
ever, the current title to CSHB 500 (Finance) 1includes operat—
ing and loan program expenses but does not include capital
expenses, .0 1in its present form it is not broad enough to
include this, appropriation.

If | may be of further assistance, please advise.

TC:pl
WKP4/088
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Cramer
4/24/90
Original sponsor(s): Resources Committee
IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 449 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSICN
A BILL
For an Act entitledi "An Act relating to authorization for the issuance of
bonds and procurement for certain research projects;
and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA;

* Section 1. The Alaska Industrial Development and Export Authority 1is
authorized, as required by AS 44.88.090 and 44.88.172, to 1issue bonds for
the Healy cogeneration project 1in a principal amount not to exceed
$85,000,000. Before 1issuing the bonds, the authority shall comply with
AS 44.88.173.

* Sec. 2. AS 36.30.850(b) 1is amended by adding a new paragraph to read:

(22) contracts for a clean coal technology demonstration
project that

()] is attempting to develop a coal-fired electric
generation project;

(B) uses technology that is capable of commercializa—
tion during the 1990"s; and

© qualifies for federal financial ©participation
under P.L. 99-190 as amended.

* Sec. 3. The Alaska Industrial Development and Export Authority shall
undertake the <construction of the Healy cogeneration project as soon as

possiole.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

“1- CSSB 449(L&C)
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6-2083J
Cramer
5/5/90
Original sponsor(s): Resources Committee
IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE
CS FOR SENATE BILL NO. 449 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Industrial Development

and Export Authority and authorizing the authority to
issue bonds; relating to procurement by the authority
for certain projects; relating to accounts and proj—
ects of the Alaska Industrial Development and Export
Authority and to 1investments by the authority; and
providing for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.30.850(b) 1is amended by adding a new paragraph to

read:

(22) contracts of the Alaska Industrial Development and
Export Authority for a clean coal technology demonstration project

that
(A) is attempting to develop a coal-fired electric
generation project;
(B) uses technology that is capable of commercializa—
tion during the 1990%s; and
©) qualifies for federal financial participation
under P.L. 99-190 as amended.
* Sec. 2. AS 44.88.010(c) is amended to read:
©) It is further declared to be the policy of the state, 1in the
interests of promoting the health, security, and general welfare of
all the people of the state, and a public purpose of the state, to

accomplish the objectives set out in (b) of this section through the

-1- CSSB 449 (L&C)
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«

provision of financial support to a [IN COOPERATION WITH] federal,
state, municipal, or [AND] private entity [INSTITUTIONS FOR THE PUR-—
POSE OF INCREASING THE EXPORT OF ALASKA GOODS, TALENT, RAW MATERIALS,
AND SERVICES],

Sec, 3. AS 44.88.060 1is amended to read:

Sec. 44.88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT AU-—
THORITY REVOLVING FUND. The Alaska Industrial Development and Export
Authority revolving fund is established in the authority. The revolv—
ing fund consists of appropriations made to the revolving fund by the
legislature, money or other assets transferred to the revolving fund
by the authority, and unrestricted payments on loans made or purchased
by the authority. Unless otherwise expressly stated, the accounts
created in this chapter are accounts 1in the revolving fund. The
authority may create additional accounts either in the revolvin; fund
or outside the revolving fund. Subject to agreements made with the
holders of the authority®"s bondsor with other persons, the authority
may transfer amounts 1in an account 1in the revolving fund to another
account 1in the revolving fund. Amounts deposited 1in the revolving
fund may be pledged to the payment of bonds of the authority or ex-—
pended for the purposes of the authority under this chapter. The
authority has the powers and responsibilities established 1in AS 37.-
10.071 with respect to the investment of amounts held in the revolving
fund.

Sec. 4. AS 44.88.155(c) 1is amended to read:

(c) Money and other assets of the enterprise development account
may be used to secure bonds of the authority 1issued to finance the
purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE

AUTHORITY IN ACCORDANCE WITH AS 37.10.071] or shall be used to pur—

chase loans for projects.

CSSB 449 (L&C) -2-
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5. AS 44.88.900(9) 1is amended to read:
(©)) “"project”" means
(€)) a plant or TfTacility used or intended for use

r(id)] in connection with making, processing,
preparing, transporting, or producing 1in any manner, goods,
products”™ or substances of any kind or nature or 1in connec-
tion with developing or utilizing a natural resource, or
extracting, smelting, transporting, converting, assembling
or producing in any manner, minerals, raw materials, chemi-
cals, compounds, alloys, fibers, commodities and materials,
products”™ or substances of any kind or nature;

[(ii) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
OR IN HONNF-* cON WITH MASS COMMUTING VEHICLES; FOR LOCAL
DISTRIC XNG OR COOLING; AS A PARKING FACILITY; OR AS A
STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
FACILITY DESCRIBED IN THIS PARAGRAPH;]

(B) a plant or facility used or intended for use in
connection with a business enterprise;

© commercial activity by a small enterprise;

(D) a plant or facility demonstrating technological
advances of new methods and procedures and prototype commercial
applications for the exploration, development, production, trans-
portation, conversion, and use of energy resources;

6. The Alaska Industrial Development and Export Authority may

bonds to finance the acquisition, design, and reconstruction of a

use ore terminal in Skagway to be owned by the authority. The

-3- CSSB 449 (L&C)



WORK DRAFT WORK DRAFT

principal amount of the bonds may not exceed $25,000,000. This section
grants the legislative approval required by AS 44.88.090 and 44.88.172(c).
* Sec. 7. The Alaska Industrial Development and Export Authority may
issue bonds to finance the acquisition, design, and construction of im-
provements to the Ballyhoo dock in Unalaska to be owned by the authority.
The principal amount of the bonds may not exceed $10,000,000. This section

grants the Jlegislative approval required by AS 44.88.090 and 44.88.172(c).

* Sec. 8. The Alaska Industrial Development and Export Authority 1is
authorized to issue bonds for the Healy cogeneration project. The princi-
pal amount of the bonds may not exceed $85,000,000. This section grants

the legislature approval required by AS 44.88.090 and 44.88.172(c).
* Sec. 9. Before bonds authorized in secs. 6 - 8 of this Act are 1is-

sued, the Alaska Industrial Development and Export Authority shall comply

with the requirements of AS 44.88.173.
* Sec. 10. AS 44.88.172(b) 1is repealed.

* Sec. 11. This Act takes effect immediately under AS 01.10.070(c).

CSSB 449(L&C) -4-



STATE OF ALASKA BILL VERSION: SB 449
1990 LEGISLATIVE SESSION PUBLISHDATE:

FISCAL NOTE

REQUEST:
evision Daaa: Commerce & Econ. Dev.
-\ -
5 JAct gating to Q@ssuance of bonds btt*~fa~kVThdustHal Development
procurement for certain development projects and y-xport Authority”
Sponsor: senate Resources Components
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ANALYSIS -FISCALNOTE -SB 449

Se tion ]TOHHIS |IIwouId ive AIDEA the authority to issue up to $85 million
onds for the Healy coge eratlon project.

The est|ma co structi ncsto hep ect is $1§m||1h|o t| fosrt1| ated

tha U N tWI e require lgure
con al e | oVl es g cus |on [ COSt Ve runst ay ex eeq't
rr a mou bon s, Wil _most . 8ss
on ID or| |o cap propriat j0né bf mﬂhon
era unds an jO1 1n Staté fnds required.

ges[tate funds]aﬁ?%ps%\évlnu de oevt?%rl mthe flscal note a the exac soweéi

ined, or hepr
e e i R CIREG R SR

%Sﬁdnure 89 fista yearW|tI Beas follows
$.8,00.
o

Y
Y
Y

Total $192,000.0

6402D-2/31290c
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SUMMARY OF THE HEALY COGENERATION PROJECT

Construct a state-of-the-art coal-fired power plant at
Healy

Provide 50 megawatts of competitively priced electricity
for railbelt consumers

Demonstrate innovative coal burning technologies
May provide energy for the future development of a

pilot-scale plant to beneficiate high-moisture Alaska
coals

BENEFITS OF THE HEALY COGENERATION PROJECT TO ALASKA

Employ approximately 200 workers during a two year
construction period

Create about 50 year-round jobs in Healy once the plant
is fully operational

Satisfy increasing railbelt energy demands and will help
diversify the fuel base of the railbelt power grid

Available for transmitting power to the southern railbelt
Demonstrate a clean-burning technology that can be used
to retrofit or repower existing power plants in Alaska,

the nation, and the Pacific Rim

Bring national and international attention to Alaska“s
low-sulfur coal resources

Open new markets for Alaskan coal

Tesr methods to increase the quality of Alaskan coal by
reducing i1ts moisture content

FUNDING FOR THE HEALY COGENERATION PROJECT

Clean Coal Technology federal
grant progranm $ 93,186,000

State appropriation 30,000,000

AIDEA bonds 85,000,000



Alaska Environmental Lobby, Inc

P.O. Box 22151 Juneau, Alaska 99802

do-

DOES IT MAKE SENSE TO BUILD A POWER PLANT THAT USES THE MOST
ENVIRONMENTALLY DAMAGING FORM OF FUEL JUST TO GET A FEDERAL
SUBSIDY?

The Healy "Clean Coal™ Project needs closer scrutiny. This
proposed project will

* contribute to the problem of C02 pollution in the upper
atmosphere. While there exists some disagreement about the details
of the global warming phenomenon, there 1is consensus that C02 has
become a serious pollutant and that we must reduce the buildup of
C02 generated by the burning of fossil fuels.

* necessitate a major limestone mine in the Cantwell area. Very
little information has been available for the public to review this

proposed mine.

* add to the present over-capacity of power. A coal-fired plant
cannot be switched off and on. The flexibility needed to respond
to demand changes will net be available.

* divert money from more responsible efforts to reduce demand and
to supply power with minimum pollution and maximum flexibility.

Coal 1is inherently polluting; there 1is no "clean coal". The
definition of cleanliness that the US Department of Energy (DOE)
puts forth uses criteria to reduce emissions that contribute to

acid rain. DOE fails to ~consider C02 in this analysis.
Electricity produced from <coal generates more C02 than does
electricity produced from any other source - more than twice as

much, for example, as from natural gas. C02 will also be generated
as a by-product in the process of scrubbing, using the limestone.

The Healy "Clean Coal"™ Project will not be a model energy project.
If it is determined that more power is needed, more attractive and
less expensive alternatives are available, alternatives that create
and maintain jobs as well as reduce utility bills. These
alternatives 1include reducing demand through energy efficiency
measures such as weatherization programs and the Alaska Home
Craftsman Program; a natural gas plant that provides demand
flexibility and far 1less pollution; wind-generated power with a
generator 1in the ™Healy wind tunnel *, for example.

THE ANSWER 1S NO.

5/6/90 June Weinstock and Mary Grisco
CLEAN AIR COALITION '+ PRINCE WILLIAM SOUND CONSERVATION ALLIANCE + ALASKA CENTER FOR THE ENVIRONMENT
ALASKA CHAPTER. SIERRA CLUB + JUNEAU GROUP SIERRA CLUB + KNIK GROUP SIERRA CLUB + DENALIGROUP.SIERRA CLUB

ANCHORAGE AUDUBON SOCIETY « ARCTIC AUDUBON SOCIETY « DENALICITIZENS’COUNCIL + ALASKA FRIENDS OF THE EARTH

907-463-3366

JUNEAU AUDUBON SOCIETY + KACHEMAK BAY CONSERVATION SOCIETY . KkENAIPENINSULA AUDUBON SOCIETY * KODIAK AUDUBON SOCIETY

LYNN CANAL CONSERVATION + SITKA CONSERVATION SOCIETY + NORTHERN ALASKA ENVIRONMENTAL CENTER
SOUTHEAST ALASKA CONSERVATION COUNCIL + KNIK CANOERS ANO KAYAKERS
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PROJECT HISTORY

* 150 MEGAWATT CONCEPT
58 -TECHNICAL EVALUATION

MARKET ANALYSIS
-POWER « COAL -

* 50 MEGAWATT CONCEPT
-PRELIM. FEASIBILITY

§ * PROJECT RESERVE BY
STATE LEGISLATURE

* PROPOSAL TO DOE
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DOE CLEAN COAL EL
OBJECTIVES

* REDUCE ACID RAIN
PRECURSORS (SO* *NOX)

* REDUCE U.S5, -CANADA
AIR POLLUTION

* COMMERCIALIZE CCT™
- RETROFIT
- SFPOWER
-NEW COAL-BASED ELECT
GENERATION



DOE CLEAN COAL H
FUNDINQ

R O UND S 1 4 1 9 SI1 3 m ilujm .
R O UND E L 1 5 7 5 m iu w m

R OUNDS ] ?2 * f 1,700 miuicm

$ 2 ,7 4 8 m iu io m

TECHNOLOGIES

PRECOMBUSTIOW
mCOAL CLEANING, GASIFICATION

COMBUSTION
mENTRAINED OOMTt, AFB, PEE

POST COMBUSTION
mFLUE GAS DESULFURIZATION



Clean Coallll - Com petition

DOE Received 48 Proposals

$3.9 billion Total Value

DOE Selected 13 Proposals *

$1.3 billion Total Value

$540 m illion D O E

$770 m illion Private & S tate

Pre - Award activities mustbe completed

by December 22,1990



/ Limestone

\  Feed System
Precombustor
Connecting
Duct
Secondary
Burmer
Slag Recovery
Comtrols System

TRW ENTRAINED COMBUSTION SYSTEM
Alaska Indstrial Development and Bxport Authority



FLUE GAS

'SHEHEATER
TURBINE®
FLY ASH
REACTIVATION
5,sre“
TO WASTE
BOILER ADVANCED TECHNOLOGIES
COMBUSTOR  ti ENTRAINED COMBUSTORS
|. FLUE GAS DESULFUFf?I1SAT(OM
F——— 1-—— + BOITOM ASH

TO WASTE
SLIMESTONE SUPPLY

COAL SUPPLY



HCP BENEFITS

* LOW CO5T, COAL*BASED
POWER

* CLEAN COAL TECHNOLOGY -
LOW PLANT EMISSIONS

* FUEL DIVERSIFICATION FOR
POWER GENERATION

* WASTE COAL UTILIZED

* ENHANCED COAL EXPORT
* USEFUL BYPRODUCTS




SOURCES OF FUNDS
CCT PROGRAM 433,18£,000

RAILBELT FUND 30,00

AIDEA BONDS 68,532,000

4131,118,000
USES OF FUNDS

DESIGN: PERMITS # 26,721,000
* CONSTRUCTION 134,137,000

* DEMONSTRATION 30,800,000
#131,718,000



HCP NEAR-TERM SCHEDULE

DOE PROPOSAL

DOE SELECTION

FIN. CONSULT. SELECT,
FINANCIAL PLAN
POWER SALES MMT
apuc review - .S., t
COAL SALES AGMT.
DOE COOP AGMT,

SECURE LEG. AW N .

DOE COOP AGMT
© FINAL REPAYMENT PLAN
© HOST DUE AGREEMENT

® demonstrate financial capability
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NORTH SITE

SEE FIGURE 14 ISANNACR

CURRENT POKER
FLATS MINE AREA

EXISTING
ACCESS ROAD

EXISTING MINE
ACCESS ROAD

1*360

N A
EXISTING GVEA
PLANT
SOUTH SITE
\ABVI
19%.
A\ ,,aprrt\

fM #

PROJECT AREA
HEALY POWER PROJECT
Alaska Indstrial Development and Bqoort Authority

A0210002A



CONSTRUCTION EMPLOYMENT

M id -1992 through 19914

$134,197,000 Budget

Construction Employment- 200 W orkers

OPERATIONAL EMPLOYMENT

GVEA/UCM -Power Generation

50 to 60 workers

UCM - CoalBeneficiation (P otential)

A dditional W orkers



Financial Feasibility - M ajor Factors

Federal & State Financial C ontributions

Tax - ExemptFinancing

Construction C osts
Conservative to TestF easibility
E stim ates Reviewed

Contingency Reserved

O perating Costs
2 Alternative Sites

Fixed & V ariable Costs

Comparison Power Prices
Other Generating Sources

Based on ModelofGVEA System
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GVEA Nonfirm Rate

HCP Power Costs

Crossover Date Varies
with Assumptions

1995 2000 2005 2010

Tim e



JM aaka ‘Megislature

REPRESENTATIVE FAIRBANKS
MARK BOYER 1098 LAKEVIEW TEPRACE
FAIRBANKS, ALASKA 99701
EESIABL 30155 (o7 455-6473
SOCIAL SERVICES COMMITTEE
JUNEAU
MEMBER. HOUSE LABOR AND
COMMERCE COMMITTEE
P.0O. BOX V
CHAIR, CHILDREN'S CAUCUS STATE CAPITOL
® A i JUNEAU, ALASKA 99311
JHouse of “RcpresentatifccB Ak
T0 : Senator Bettye Fahrenkaaap /
FROM: Representative Mark BoyEf//
RE: HB 52.0, providing AIDEA authority to bond

for the <construction of the Healy
Cogeneration Project, and HB 237,
providing for an appropriation of $30
million from the Railbelt Energy Fund for
the Healy Project.

DATE: March 6, 1990

As you will recall, during the last legislative session we
segregated $30 million within the Railbelt Energ}' Fund as a
contingent appropriation for the construetion of a coal
cogeneration power plant at Healy.

The contingencies to that appropriation were: that draft
power sales agreements be in place before the effective date
of the actual appropriation; that other funds, especially
federal funds would be available to the project of at least
$30 million; and that a financial plan for the project be
available to the legislature.

Since that time, the federal Department of Energy priorities
have refocused on clean coal burning and power generating

processes which resulted in a revised Healy project and the
allocation of $92.3 million for that project from the Clean
Coal Technology grant program. The federal allocation would
go to the Alaska Industrial Development and Export Authority
which is currently developing a full financial plan to be
presented to the legislature early next week. Additionally,
AIDEA and the Alaska Energy Authority are working with the
Golden Valley Electric Association and the Usibelli Coal

Company to develop draft power sales agreements.

Attached are two important information pieces pertaining to
the new Healy project. Some supporters of last year's $30

million contingent appropriation have expressed concern that
the project they supported has changed and is no longer

supportable. It is my hope that you will review the attached
information and come to the same conclusion as |I; the Healy
Cogeneration Project has changed its initial focus in favor of
a greater and more specific federal interest but maintains its

FAIRBANKS 20B



original coal beneficiation (coal drying) thrust and continues
to be the premier RBEF energy project. As envisioned, the
demonstration project will move ahead and the coal drying
technology will be pursued without state funds after
con_stdruction of the project and its federal demonstration
period.

Because of the importance of this project to the Railbelt and
potentially to the United States, the Senate and House
Resources Committee will meet in joint session to review the
AIDEA authorization and the new technology and its potential
application on Tuesday, March 13.

I remain steadfast in my commitment to the project. It
remains the only project which once on-line will result in
stable electric rates for railbelt consumers and is the only
project being considered for construction from the Railbelt
Energy Fund which leverages federal and other funds with such
a small state commitment.

The federal government is committed and the rate payers in the
Northern railbelt remain committed. It is my hope that the
legislative, commitment is equally firm.

The following questions and answers are from a state-wide poll
that was conducted for the Usibelli Coal Mir.e. | think that
you will agree the consensus is overwhelming public support
for this project.

"Under its clean coal technology program,the U.S. Department
of Energy has offered to pay approximately half the total cost
of building a new, coal-fired power plant at Healy, Alaska,
which is about halfway between Anchorage and Fairbanks. The
Healy project was selected because it will use clean-burning
technology and low sulphur coal, and may become the cleanest
coal-burning plant in the world.

Do you basically support or oppose the idea of developing a
high-technology, clean-burning, coal-fired power plant?"”

SUPPOTT e 81%
OPPOSE i, 11%
UNSUTE oo 8%

"If constructed, the Healy project could bring world-wide
attention to clean-burning cocl technology and Alaska's large
reserves of clean coal. How important is this to Alaska?"

Very important.............. 61%
Somewhat important 28%
Not too important........ 5%
or Not at all important... K
UNSUTE i K]

"While electricity generated by the proposed Healy plant will
be mainly used in the northern railbelt region, the plant



could also provide power to the Anchorage area and Kenai
Peninsula communities during power outages and other
emergencies. How important is **his to you?"

Very important................. 33%
Somewhat important 32%
Not too important....... 21%
Not at all important... 11%
UNSUFE . 3%

"The 230 million dollar Railbelt Energy Fund was created by
the Alaska Legislature to help provide low-cost power to
railbelt communities from Kenai to Fairbanks. Last year the
state legislature reserved 30 million dollars from the
Railbelt Energy Fund for the Healy project if it was selected
for the clean coal program. Now that Healy has been selected,
do youfeel thelegislature should orshould not grant the 30
milliondollars that was set aside for theproject?"

Should.coveuviiiiiiiin, 79%
Should not..ccovenvennnnn.. %
UnNsure...o.coveeennenss 12%

enclosure (2)



February 1,1990

Healy Cogeneration

Project

The combination o fnew coal-

burning technologies and low-

sulfurAlaska coal will result in
one ofthe cleanest coal-burn-

ingpowerplants in the world

Healy Cogeneration Project

Healy on
Prgect Selected

_In"August 1989 the Alaska Indus-
trial_Development and Export Au-
thority (AJDEA) submitted a pro-
Bosal for the Healy Cogeneration

roject (HCP) to the US. Depart-
ment of Energy (DoE) under the
DoE's Clean Coal Technology Pro-
gram. In December 1989, the HCP
proposal was selected from amang
48 other projects for grant fundm%
of up. to 932 million. The gran
will finance nearly half of the de-
sign, capital and” initial operat,mgi
costs of the HCP plant. The projec
schedule calls for plant construc-
tion to be complete in 199 with a
one-year start-up and test program
to follow. o

The HCP project will construct

a_state-of-the-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 technologleS' and may pro-
vide energy for the future develop-
ment of a pilot-scale plant to bene-
ficiate high-moisture Alaska coals.
The combination of new coal-burn-
m{q technoloqles and low-sulfur
Alaska coal will result in one of the
clealrgjest coal-burning plants in the
world.

Aaska Bergiits _
The Healy Cogeneration Proj-
ect will draw national and interna-

tional attention to the demonstra-
tion of _Ieadlng—e_d?e 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
lorij-term economic benefits will
contribute to the future well-being
of Alaska's railbelt.

Satisfying Growing Railbelt En—
ergy Needs

The addition of a new, efficient
50 megawatt power plant will pro-
vide power to satis mcreasmP rail-
belt energy demands and wil _he'o
diversify ffie fuel base of the railbelt
Epwer%nd. Between 1984and 1989,
ilowatt-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
rapgnlwtlttmg power to the southern
railbelt.

Technology for New and Existing
Power Plants

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

Most coal-firel power Plants_m
Alaska and other states will require
life extension work within the next
10to 5years. EPA'sstringent New

Page 1



The project will employ ap-
proximately 200 workers dur-
ing a two year ¢ nstruction
period and create about 50
year-round jobs when com-
plete

maindcr of the cost.  Under the
terms of the program, AIDEA and
DoE must nePotlate an agreement
during 1990 for the design, con-
struction, demonstration “and  fi-
nancing of the HCP project before
federal funding may be awarded.

Prgect Descpion
The Healy Co%_en,eratlon Proj-
ect involves six participants, These
include the Alaska Industrial De-
velopment and Exﬁ)ort Authority
(AIDEA), which will own the ‘orOj-
ect and "he assisted by the Alaska
Ener?y_ Authority; Golden Valle
Electric  AssocCiation $G_VEA
which will operate, maintain and
Burchase é)ower from the pro&ect;
sibelli Coal Mine, Inc. %U M?
which will supply coal and has of-
@red a project location site; Stone
S Webster Engineering Corpora-
tion, which will act as project demg/\r}
and management engineer; TR
Combustion Business Unit, which
win provide proprietary _combus-
tion technology; and Joy Technolo-
([Jles Inc. which will provide proprie-
ary emission control technoIpr.
‘The HCP power plant will use
an innovative design integrating ad-
vanced combustion, heat recovery,
and emission control t_echnologles.
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 HCP plant will use approxi-
mately 300000 tons per year of low-
sulfur subbituminous coal and will

Healy Cogeneration Project

P_roduce 50 megawatts of competi-
|vel¥ priced electrical power. The
plant will contribute to energy re-
source conservation hy b_urnln%
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 proj-
ect is S192 million. The HCP was
selected for up to S93.2 million of
cost-scaring by DoE. AddltlonaII%/,
in the 1989 Iégislative session, the
Alaska legislature reserved S30
million from the Railbelt E,ner(iy
Fund for potential a ﬁroprlatlon. 0
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 _b)r
AIDEA of an acceptable financia
plan, and the draftln%of power sales
agreements.  The HCP participants
are requesting that the reserved
funds be apﬂroprlated to the proj-
ect during the 1990 legislative ses-
sion. The halance of the project
costs will be secured by AIDEA
through the sale of revenue bonds.

ect Partic ,

IX participants cooperated in
the preparation of the HCP pro
posal and will Rartlmpate in"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-
ml(tjtal to the Alaska legislature;
an
- issue revenue bonds to finance
project costs not covered by fed-
eral or state Igramts.
e

2. Golden Val 3{ 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 Ming, Inc. (UCM)
initiated, oversaw and funded the
costs of preparig 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

- Teview prog_egt_ design and con-

struction activities. o
4, Stone and Webster Engineering
Corporation acted as consulting en-
gineer and prepared the HCP pro-
polsial 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.
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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-

ingpower plants in the world

Healy Cogeneration Project

Frogct S

~InAugust 1989 the Alaska Indus-
trial Development and Export Au-
thority (AIDEA) submitted a E)_ro-
Bosal for the Healy Cogeneration
roject (HCP) to the U.S. Depart-
ment of Energy (DoE% under the
DoE% Clean Coal Technology Pro-
gram. In December 1989, the HCP
proposal was selected from amang
48 other roiects for grant fundm%
of up_to $912 million. The gran
will finance nearly half of the de-
sign, capital and” initial operat_lngz
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-the-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 technolo%leS' and may pro-
vide energy for the future develop-
ment of a pilot-scale plant to bene-
ficiate hlg_h—mmsture Alaska coals.
The combination of new coal-burn-
mP technologlles and  low-sulfur
Alaska coal will result in one of the
clealraest coal-burning plants in the
world.

Alaska Berefits

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 variefy of benefitS to
the state's economy. The project
will - employ approximately 200
workers during a two year construc-
tion period, dnd. create about 50
year-round IJobs in Healy once the
P_Iant Is fully operational. In addi-
lon to employment, several other
long-term economic benefits will
contribute to the future well-being

of Alaska's railbelt.

Satisfying Growing Railbelt En —
ergy Needs

The addition of a new, efficient
50 megawatt power plant will pro-
vide power to satis mcreasmlg rail-
belt e_nerﬂ]y demands and will he ‘o
diversify fhe fuel base of the railbelt
E_ower ?rld. Between 1984 and 1989,
ilowatt-hour sales by GVEA in-
creased nearly 24 percent. By the
mid to late 1990's, additional base
load generating capacity will be
needed.  While primarily serving
northern railoelt” customers, the
strategically located generating
Plant would also be available for
ransmitting power to the southern
railbelt.

Technology for New and 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_m
Alaska and other states will require
life extension work within the next
10to 15years. EPA's stringent New
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The addition of a new, effi-
cient 50 megawatt power plant
will provide competitively
priced power to satisfy increas-
ing railbelt energy demands.

Source Performance Standards /Al
be applied to these plants and HCP
technology may be ‘the lowest-cost
solution for Mmeeting 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-

199 1981 1983 1985 1987 1989

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
relative to conventional coal plants
will make the use of moduiar 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 Pro;-
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 Dy reducing its moisture con-
tent of by producing entirely new
fuel prodicts. Alaska subbitumi-
nous coal has superior environ-
mental_%ualltles compared to coal
from virtually all other states and
countries. However, its
low energy value - due
primarily” to its liigh-
moisture content ~ —
makes the coal costly to
transport and puls it at
an economic disadvan-
tage in _international
markets. The value and
comEetmveness of
Alaska coal could be in-
creased through drying,
?asmcatlon, liquefac-
lon or a combination of
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.

Focus on Alaska's Coal Re-
Sources

Alaska has enormous resources
of coal and could become a major
energﬁ/ supplier to the Pacific Rim.
The HCP proaect will be a showcase
for leading-c _?e coal-burning tech-
nology and will bring national and
international attention to Alaskas
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 utilizé the
States enormous natural resources.

(ean Coa Techndogy

T%e Clean Coal Technolo%y

Brogram (CCT), was created by the
. Congress in response to“con-
cerns about acid rain. The program
I administered by the DoE and
focuses on the reduction of air pol-
|utants considered to be precursors
of acid rain. Five rounds of funding
totalmg over S2.5 billion have heen
glanne .. The first fwo rounds made
973 million available while the
third and current round has S540
million available to suggort 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 squlca_ntly 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
acce}ﬁ able manner.

he DoE may match up to 50
percent of the costs for the design,
construction and initial operatlon
of selected projects. Project owners
are responsible for financing the re-
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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

maindcr of the cost. Under the
terms of the program, AIDEA and
DoE must ne?otlate an agreement
during 1990 for the design, con-
struction, demonstration “and R
nancing of the HCP project before
federal funding may be awarded.

ect Descpion
The Healy Co%_en_eratlon Proj-
ect involves six participants, These
include the Alaska Industrial De-
velopment and Exi)ort Authority
(AIDEA), which will own the proj-
ect and e assisted by the Alaska
Ener?y Authority, Golden Valle
Electric _ Association ?G_VEA
which will operate, maintain and
Butchase gower from the pro&ect;
sibelli Coal Mine, Inc. %U M?
which will supply coal and has of-
fered a project [ocation site; Stone
& Webster Engineering Corpora-
tion, which will act as project desu‘;/\r}
and management enginger; TR
Combustion Business Unit, which
will provide proprietary combus-
tion technology; and Joy Technolo-
?les Inc. which will provide proprie-
ary emission control technol_o?y.
‘The HCP power plant willuse
an innovative design integrating ad-
vanced combustion, heat recovery,
and emission control t_echnolmf;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 HCP plant will use approxi-
mately 300,000 tons per year of low-
sulfur subbituminous coal and will

Healy Cogeneration Project

P_roduce 50 megawatts of competi-
|vel¥ priced electrical power. The
plant will contribute' to” energy re-
source conservation by b_urnln(h]
both run-of-mine coal arid high-as
waste coal that could not he 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 proj-
ect 15 S192 million. The HCP was
selected for up to S93.2 million of
_cost—sljargé% by DoE, Additionally,
in the™ 1989 legislative session, the
Alaska legislature reserved $30
million from the Railbelt Energiy
Fund for potential a Rroprlatlon 10
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 b}(
AIDEA of an acceptable financia
plan, and the drafting of 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 halance of the project
costs will be secured by AIDEA
through the sale of revenue bonds.

Pr?ect Particpants
IX participants cooperated in
the f)reparatl_on of the HCP pro-
posal and will ﬂartlmpate in" the
performance of the project.

1 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-
ml(tjtal to the Alaska legislature;
an
- issue revenue bonds to finance
project costs not covered by fed-
eral or state Igrants. , ,
2. Golden Val ex 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, oversaw and funded the
costs of pregting 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 prog_e(;t. design and con-
struction activities. o
4. Stone and Webster Engineering
Corporation acted as consulting en-
gineer and prepared the HCP "pro-
polslal 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.
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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;
—pdart|0|pate 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 roprletar%/ technology
for the sulfur and ash removal;
—pgrtlmpate in the project design;
an

- provide warranties and guaran-
tees covering the design and per-
formance of Joy Technologies
equipment.

New Technodlogies

The Healy projectwill mtegrate
entrained coal combustion ([CC)
technology developed by TRW
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 bumed.
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_ hoiler 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 boiler. At the
entrance to the hoiler, limestone is
injected into the combustion gases
to react with and provide first-Stage
removal of sulfur dioxide. The tem-
Peratures and oxygen levels
hrouPhout the combustion stages
are fcarefully controlled to both
minimize the formation of nitrogen
oxides and maximize sulfur Te-

moval.

Pilot tests of ECC have demon-
strated its reliability and high en-
er% 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 unifs are rela-
tively small compared with other
new" technologies. Therefore, the
can he more easily adapted to exist-
ing boilers and may make smaller-
scale coal 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 bags. The s_econd—stage
removal of sulfur dioxide and the
reduced costs of limestone recyclm?
contribute to the environmenta
and operational efficiencies of the
HCP design.

Proect Contacts

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

Alaska Industrial Development and
ZDW. Tuchr

AK SHB
H. B8
Fac -8B

Usibelli Coal Mine, Inc.
Jin s, Vie Rest t \atetig

o
H. %@—E
Fax B-&8
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Usibelli Coal Mine, Inc.

l. Summary of Progedt Investigations

Introduction _ _
_ The process of upgzradln raw coal to increase
its quality is referred 1o as Deneficiation. As with
other raw materials or products, any process that
up?rad_es the quality of the coal also Increases its
valje in the markefplace. o

In addition to simple coal beneficiation meth-
ods such as crushing, screening, and washing, there
are a variety of processes being developed that use
high temperatures and pressures to reduce the
moisture content of coal, increase its quality, and, in
some cases, transform it into completely”different

energy_forms. _

~ Usibelli Coal Ming, Inc. (UCM) currently bene-
ficiatcs its coal by crushing t0 a size of 2 inches or
less. But though™ simple Crushing adeﬂuately pre-
pares, UCM coal for its current markets, the coal
contains a high moistute content typical of subbitu-
minous coals. While the ultra-low sulfur content of
UCM coal suggests that it could become aPremlum
Product in the_ Pacific Rim, its high moisture con-
tent and _resultl_n% low heat value presently make it
incompatible with most existing coal plants in the
Pacific Rim.

Summary of investigations
The goal of the Usibelli coal beneficiation proj-
ect is to identify a process and develop a commercial
scale plant that will upgrade Alaskan subbitumi-
nous coal into a product (or products) that will have
expanded opportunities in domestic and export
markets. _
Over the last four years, UCM has committed
over S100,000 investigating thermal drying proc-
esses and doing preliminary research into more
advanced processes. Thermal drying of UCM coal
received the greatest emphasis hecause the exwtmg
coal handling and_transportation systems appeare
suitable for handling a dried coal "product. It was
also felt that a thermal dr¥|ng_plant would be an
appropriate candidate for funding under the U.S.
Department of Energy’s Clean Coal Technology
program. : :
hile simple thermal drying techniques are

February, 1990

widely used to heal and dry the surface of washed or
naturally wet coal, the moisture in subbituminous
coal is chemically bound and more intense heating
processes are required to drive it out. Testing has
shown that subbituminous coal may fragment as it
dries, which complicates handling. Furthermore,
the dried coal ma()! reabsorb moisture during subse-
quent storage and transportation.

Between 1986 and Spring 1989, samples_of
UCM coal were shlfped to” beneficiation pilot
plants in the United Slates and Canada, The result-
Ing products were tested at the University of Alaska
Fairbanks” Mineral Industry Research Lahoratory
(MIRL).  UCM purchased laboratory autoclave
equipment for MIRL which was used”to test ad-
vanced hlqh pressure drying processes. Addition-
all?/, consultants were refained to evaluate test re-
sults and to advise on project dem?n and scope.

In January 1989, UCM contracted with Stone &
Webster Engineering Corporation (Stone & Web-
ster) to analyze test results, to review the economic
and’ technical aspects of the various thermal dr "h]ﬁ
Processes, and to make recommendations to UC
or future work. _

The Stone & Webster report was completed in
June 1989 and found that thermal drying technolo-
gies for subbituminous coal had not been suffi-
Clently developed, tested and refined to meet the re-

uirements of the current round of the Clean Coal.
echnology program, As a result, it was concluded
that the inclusion of a coal drying process into the
Healy Cogenerat. "n Project (H fwould signifi-
cantIB/ weaken the proposal. S _
rior to developing a commercially sized drying
plant, the report recommended that a pilot scale
plant be built and bulk samples of dried coal be Bro-
duced and snipped to prospective markets. A bulk
Pllot_test would accomplish two things. It would de-
ermine moisture reabsorption rates under actual
conditions and, equally important, demonstrate the
performance of the dried coal product - a necessary
step before a new fuel product can expect to gain
market acceptance.
~The report also concluded that other processes,
including mild gasification and mechanical drying,
might provide better market opportunities by pro-
ducing higher value products. However, while these
processes arc technically viable, further research
would be needed to be sure market economics were

favorable.
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|l. Potential Markets for Value-
Added Products

Potential export markets
There are several export market areas for value-
added products created from Alaskan subbitumi-
nous coal. S
-Power plant fuel: Though this is a highly com-
petitive market, a low-moisture, low-sulfur coal
with the high combustion reactivity of UCM
coal would command a top price at electrical
utility plants, -
- Industrial fuel: The same considerations for
power plants would apply to industrial proc-
esses, such as cement makln?, WHch require
large amounts of process heat for manufactur-

ing.
—gteel making: Coal char, a high-value product
of mild gasification, is receiving increased at-
tention as a substitute for coke in steel making.
—Transportatlon fuels; Pulverized coal-and-wa-
ter mixtures and coal liquids both have the po-
tential to replace petroleum products for inter-
nal combustion engines, especially for low
speed diesels, such as large marine engines.
- Heating fuels: Japanese and Korean home-*
OWners commonI?/ heat with smokeless, high
cost, coal briquettes produced from imported
and domestic coals. _
- Chemicals: Common chemicals that can he
produced from coal such as benzene, tar, and
pitch have hlg}h value and are currently im-
ported by Pacific Rim countries.
~Alaska subbituminous coal and products de-
rived from it will enjoy advantages over competing
SOUrces. T
- Alaska subbituminous coal has an extremely
low sulfur content and a low ash content that
will result in environmentally suPenor prod-
ucts and reduced ash handling costs.
-Alaska subbituminous coal has a high combus-
tion reactivity. o _
- Due to Alaska’s proximity to potential cus-
tomers, Alaska products will"enjoy lower ocean-
freight costs. _ N
- Alaska products may enjoy an additional
market advantage by helping to reduce cus-
tomer trade imbalances with (he U.S.
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HI. Overview of Advanced Benefi-
ciation Technologies
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Products of advanced coal beneficiation
There are five basic products resulting from the
four types of advanced coal beneficiation: dried coal
low moisture solid fuel, char, ail, and gas. Figure 2
shows the types and comparative value of products
generated from each of the four advanced Frocesses
-Dried coal: Dried, subbituminous coal could be
substituted for higher rank bituminous coal in
F_ower and industrial plants. The cost per mil-
ion Btu to transRort the dried coal would be
lowered and the heat output at_the end-user’s
plant could be maintained or increased. Any
reabsorption of moisture during handling,
transportation and storage would reduce praoc-
essing gains. _ L _
-Low moisture solid fuel: Like dried coal, this
product could be substituted for hituminous
coal but would have a higher energy value (Btuw/

February, 1990

Ib), higher carbon content and lower rate of
moisture reabsorption than dried coal

-Char; Char is primarily carbon with a very low
volatile (gas) content. Char isa potential substi-
tute for coke in steel making and could also be
used as a clean, smokeless Tuel for residential
heatln({_ln Pacific Rim countries.

- Oil: Liquefaction of coal produces a product
similar to crude oiL It can be refined, like crude
oil, to yield a variety of high value products that
are used as feedstocks formanufacturing a vari-
etz/; of chemicais or liquid fuels. o
- Gas: Coal gasification produces a gas, similar
to nau ;al gas but with lower heating value, that
(t:an_tbe used for generating process heat or elec-
ricity.

= Value of oil assumed at $18 per barrel

Figure 2. Types of advanced coal beneficiation processes and the
comparative value of their products in SU.S. per million Btu's
(MMBtu) and SU.S. per ton of feed coal.



an Usibelli Coal Mine, Inc.

I\V. Chronology of UCM Coal Bene-
ficiation Efforts

October 1986: A two ton bulk sample of UCM
coal was shipped to Butte, Montana for thermal
drying tests at Western Energy Company’s pilot

|ant.

P July 1987: UCM, through consultant Brown &
Root USA, Inc., be?an mvestl?atmq the potential
for a cogeneration plant at Healy which would Pro-
duce 150 megawatts of electricity and 500,000 tons
per year of beneficiated coal.

April 1988: Consultants Brown & Root com-
Bleted,a_ report for the “Usibelli Cogeneration and
eneficiation Project” that provided conceptual de-
S5'88S and estimated costs for a 150 megawatt/

,000 ton per gggr cogeneratlon plant.

September 1988: UCM purchased an@utoclave
for the UAF Mineral Industry Research Laboratory
to ’Blerform hlgh-Fressure Deneficiation tests on
UCM and other Alaska coals. ,

November 1988: UCM completed an internal
evaluation on the market potential of thermally
dried coal. The evaluation found that while Boten-
tially large sales at premium prices could be ex-
pected due to the low sulfur content of thermally
dried Alaska coal, the potential for moisture reab-
sorption was a key factor in the technical and eco-
nomic viability of the process. o

January 1989 Stone & Webster Engineering
Corporation was selected to review work done to
date and prepare a report analyzing the technical
and economic feasibility of coal beneficiation proc-
esses suitable for UCM coal. _

January 1989: Coal samples were shipped for

February, 1990

bench testlnﬁ] to several firms developing.coal bene-
ficiation technologies including K-Fuels'in Gillette,
Wyoming;_Carbontec in Bismark, North Dakota;
Western Energiy in Butte, Montana; Coal Mining
Research Center in Devon, Alberta; Hazen Re-
search Laboratory in Golden, Colorado; and Synfu-
eLs Genesis in La Jolla, California.

May 1989: The products resulting from the
January” 1989 tests were returned to the UAF Min-
eral Industry Research Laborator gMIRL for
analysis.  The product quality results of the MIRL
analyses were forwarded to Stone & Webster for use
in their re%ort o

June 1989: Stone & Webster Engineering Cor-
poration reviewed the thermal drying test work
done for UCM and recommended that the inclusion
of a thermal drying process into the HCP project
would significantly weaken the proposal, and that
prior to develop.m? a commercially sized thermal
dr mg plant, a pilot scale plant should be built and
a bulk sample of dried coal be produced and shipped
to market. The report also found that a combination
of thermal drying and mild gasification may prove to
be economically attractive. Stone & Webster rec-
ommended thaf further testing and market analyses
should be done before UCM Selects a heneficiation
technolo%y for development.

July 1989: A 21/2 ton bulk sample of LTCM coal
was shipped to the JaRIanese New Energy Develop-
ment Organization (NEDO) for gasification test-

ing.

October 1989r A 11/2 ton bulksample of UCM
coal was shipped to the Western Research Institute
(WRI) in Laramie, Wyoming for testing in a 100 Ib/
hr pilot plant using an"inclined fluid-bed dryer. WRI
is currently preparing a proposal to perform work
%{smtg the inclined fluid-bed dryer to test mild gasi-
ication.
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1989 SLA CH. 117

Chapter 117

Station Land Erosion Control -

Maintenance Acquisitlon/51Ivor Beach

$75,000) is repealed and reappropriated to the Department of Adi.iinlutr.it ion
for payment as a grant under AS 37.05.3)5 to the Kodiak Inland Borough for
school pedestrian access and lighting.

* Sec. 2)5. The sum of $100,000 is appropriated from the general fund
to Department of Connerce and Economic Development for payment as n grant
under AS 37.05.316 to the Alaska Division of the United States Ski Associ-
ation for equipment and supplies for the Eagle Glacier Training Center.

* Sec. 216. The sum of $25,000 is appropriated from the general fund to
Department of Administracion for payment as a grant under AS 37.05.316 to
the Greater Soidotna Chamber of Cocxterce for an economic enterprise pro-
gram.

* See. P'7. (a) The 6Uin of $30,000,000 is appropriated from the Roil-
beit energy fund (AS 37.05.520) to the gencinl fund, contitige»'l upon (b) of
this section.

(b) The sum of $30,000,000 iB appropriated from the general fur.J to
the Railbelt energy fund (AS 37.05.520) for the Healy cogeneration project,
contingent upon (a) of this section.

<c) Funds may not be expende.. from the Healy cogeneration project
reserve until appropriated by the legislature.

(d) The unappropriated balance of the appropriation mode in (b) of
this section lapses into the Railbelt energy fund without restrictions

June 30, 1990.
(e) It is the intent of the legislature that
(1) this appropriation is for a Railbelt energy need and is not
specific to House District 17, or Senate District J, with respect to future
reappropriationi
(2) before any legislative appropriation for the Healy cogenera-
tion project, the project sponsors shall provide the legislature with:

SCS CSHB 163(Fin) am S -56-
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(A) a droit power tiles agreement for firm cnt

2 from the plauli

3 (B) U financial plan for the Healy cugenerm
and

5 ©) a curanitinent from the ledoiul Department

6 Clean Coal Technology Program, to the Healy cogeneration pr«

7 grunt in a. amount that at least matches the state contribuf

(3) during the interim, the project sponsors shall woi
9 Alaska Industrial Development and Export Authority to evaluatt
101 and financial options.
ni * Sec. 218. The unexpended and unobligated balance of the upj
121 made in sec. 3)9, ch, 171, SLA 1984, page 66, line 20 (Kotzebuc-h
*3j] Search and Rescue - $70,000) ia repealed and rcapproprlated to t
n|j ment uf Administration for payment oa a grant under AS 37.05.

City of Kotzebue lor NAHA region aearch and rescue programs.

16* * Sec. 219. (a) The 6um of $5,000,000 is appropriated from
1*i belt energy fund (AS 37.05.520) to the general fund, contingent u
18 this section.
9l (b)
*0j[ the Railbelt energy fund (AS 37.05.520) for the Winter Sport

The sum of $5,000,000 la appropriated from the gcner.

2ijl Facilities reserve, contingent upon (a) of this section.
T (c) Funds may not be expended from the Winter Sporta Train
allc6 reserve until appropriated by the legislature.
(d) The unappropriated balance of the appropriation made
251 this section lupses into the Railbelt energy fund without re
26 ! June 30, 1990.
271 *Sec. 220. Thesum of $25,000 is appropriated from the gener
28 | the Department of Natural Resources to complete on annotated bib
291cal data base on water quality, flora, and .fauna relating to t
-57- SCS CSHB 163(i
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cqUlait lor/Sl lver Beach Ktnaion Control -
ruprl.iud to the Department of Admintutration

S 37.05.313 o the Kodiak Island Borough for

<0,000 is appropriated from the general fund
Economic Development for payraont as a grant
rd Division of the Ui.lrid States Ski Avsoci-
s for the Eagle Glacier Training Center.

000 is appropriated from the general fund to
< payment as a grant under AS 37.0S.316 to

t Coor.erce for an eco'iocnlc enterprise pro-

$30,000,000 la appropriated from the Rail-

to the geneinl fund, contingent upon (b) of

*0 is appropriated from the general fund to
0S.520) for the Healy cogeneration project,
ion.

eended from the Healy cogeneration project
e legislature.

lance of the appropriation made in (b) of

Kailbclt energy fund without restrictions

e legislature that
a |S for a Railbelt energy need and is not

[ Senate District J, with respect to future

ecive appropriation for the Healy cogenera-

s shall provide the legislature with:
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Chapter 117

(A) a draft power sales agreement fur firm energy output
from the plunit

(B a financial plan tor tho lieuly cogeneration project»
and

(C> a cotnnitment trout the federal Department of Energy,
Clean Coal Technology Program, to the Healy cogeneration project for a

grant 111 an amount that at lean matches the state contribution! and

(3) during the interim, the project (sponsors shall work with the
Alaska Industrial Development and Export Authority to evaluate ownership
and financial options.

* Sec. 218. The unexpended and unobligated bulancu of the appropriation
aide in sec. 319, ch. 171, SLA 1964, page 66, line 20 (KotZebuu-NANA Region
Search and Rescue - $70,000) is repealed and reappropriated to the Depart-
ment of Administration for puymunt as a grant under AS 37.05.315 to the
City of Kotzebue for NANA region search and rescue programs.

* Sec. 2109. (a) The sum of $5,000,000 is appropriated from theRail-
belt energy fund (AS 37.05.520) to the general fund, contingent upon (b) of
this section.

(b) The sum of $5,000,000 is appropriated from the general fund to

the Railbelt energy fund (AS 37.05.520) for the Winter Sports Training

Facilities reserve, contingent upon (a) of this section.
(c) funds may not be expended from the Winter Sporto Training Facil-
Ities reserve until appropriated by the legislature.
(d) The unappropriated balunce of thu appropriation aude in (b) of
suction lapses into the Railbelt energy fund wltho"*. restrictions
June 30, 1990.
* Sec. 220. The sum of $25,000 is appropriated from the general fund to
the Department of Natural Resources to complete an annotated bibliographi-
cal data base on water quality, flora, and fauna relating to the placer

-57- SCS CSHB 163(Fin> am S
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RESOLUTION NO. 90- 031
A RESOLUTION URGING PASSAGE OF MB 520 AUTHORIZING THE
ISSUANCE OF O DS AND PROCUREMENT FOR CERTAIN
MONSTRATION PROJECTS

WHEREAS, the Federal Government has approved a orant
for $92.3 million ror federal funding of the MA”sly cogeneration
project and the state has encumbered but not appropriated $30

million: and

WHEREAS, approximately *85 million is reouired to
complete the project; and

WHEREAS, the construction of the Plant along with the
improvements to the Heely-Fdirbanks electrical power line will
result in better and less expensive power costs to the residents

Of Fairbanks.

how, TMeftceoof, rc Tt *?rcni veo. that fecne Fairbanks
North Star Borc. jh Assembly urges the passage of hB 520,

BE IT FURTHER RESOLVED, that copiess of this resolution
snail oe sent to the Honorable Steve Cowwer, Governor, State of
Alaska, Larry Merculieff, Commissioner, Department of Commerce
and Economic Development, the Honorable David Oonley, Chairman of
the House Labor and Commerce Committee, tne Honorable Lyma*n F.
Hoffman and the Honorable Ronald L. ‘Ron' Larson Co-Chairs of tne
House Finance Committee and all members of the Interior

Delegation.
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PASSED AND APPROVED THIS DAY OF fW/.<AI\ . 1990,

Presiding Officer //

ATTEST:

— j__ -
Cler*k of the Assembly
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M/ 6-2083H
Cramer
572790
Original sponsor(s): Resources Committee
IN THE SENATE BY THE LABOR & COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 449 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to authorization for the issuance of
bonds and procurement for certain research projects;
relating to accounts and projects of the Alaska
Industrial Development and Export Authority and to
investments by the authority; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Sectionl. The Alaska Industrial Development and Export Authority is
authorized, as required by AS 44.88.090 and 44.88.172, to 1issue bonds for
the Healy cogeneration project in a principal amount not to exceed
$85,000,000. Eefore issuing the bonds, the authority shall comply wxth
AS 44.88.173.

* Sec. 2. AS 36.30.850(b) 1is amended by adding a new paragraph to read:

(22) contracts of the Alaska Industrial Development and

Export Authority for a clean coal technology demonstration project

that
\ 1 A) is attempting to develop a coal-fired electric
generation project;
\
(3 uses technology that 1is capable of commercializa-
I
/ tion during the 1990°"s; and

© qualifies for federal financial participation
under P.L. 99-190 as amended.

* Sec. 3. AS 44.88.060 is amended to read:
Sec. 44 .88.060. ALASKA INDUSTRIAL DEVELOPMENT AND EXPORT

-1- CSSB 449(L&C)
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1 AUTHORITY REVOLVING FUND. The Alaska Industrial Development and
2 Export Authority revolving fund 1is established in the authority. The
3 revolving fTund consists of appropriations made to the revolving fund
4 by the legislature, money or other assets transferred to the revolving
5 fund by the authority, and unrestricted payments on Jloans made or
6 purchased by the authority. Unless otherwise expressly stated, the
7

8 The authority may create additional accounts either 1in the revolving
9 fund or outside the revolving fund. Subj ect to agreements made with
10 the holders of the authority"s bonds or with other persons, the au-
n thority may transfer amounts in an account in the revolving fund to
© another account 1in the revolving Tfund. Amounts deposited in the
13 revolving fund may be pledged to the payment of bonds of the authority
14 or expended for the purposes of the authority under this chapter. The
15 authority has the powers and responsibilities established in AS 37.-
16 10.071 with respect to the investment of amounts held in the revolving
e fund.

18 ¥ Sec. 4. AS 44.88.155(c) 1is amended to read:

19 (c) Moneyand other assets of the enterprise development account
D may beused to secure bonds of the authority issued to Ffinance the
2 purchase of loans for projects [AND SHALL BE HELD AND INVESTED BY THE
2 AUTHORITY IN ACCORDANCE WITH AS 37.10.071 ] or shall be used to pur-
23 chase loans for projects.

24 * Sec. 5. AS 44.88.900(9) is amended to read:

25 (9 "project" means

26 (A) a plant or facility used or intended for use

27 ()] in connection with making, procesring,
28 preparing, transporting, or producing in any manner, goods,
29 products”® or substances of any kind or nature or in

CSSB 449 (L&C) -2-



WORK DRAFT

* Sec.

* Sec.

WORK DRAFT WORK DRAFT

connection with developing or utilizing a natural resource,
or extracting, smelting, transporting, converting,
assembling or producing 1in any manner, minerals, raw mate-
rials, chemicals, compounds, alloys, fibers, commodities and
materials, products”™ or substances of any kind or nature;

[(iD) AS AN INDUSTRIAL PARK; IN CONNECTION WITH
TRANSPORTATION; FOR THE PREVENTION, LIMITATION OR CONTROL OF
POLLUTION; FOR THE DISPOSAL OF SEWAGE OR SOLID WASTE; FOR
THE LOCAL FURNISHING OF GAS; FOR THE FURNISHING OF WATER; AS
OR IN CONNECTION WITH MASS COMMUTING VEHICLES; FOR LOCAL
DISTRICT HEATING OR COOLING; AS A PARKING FACILITY; OR AS A
STORAGE OR TRAINING FACILITY DIRECTLY RELATED TO A PLANT OR
FACILITY DESCRIBED IN THIS PARAGRAPH;]

(B) a plant or facility used or intended fTor use 1n
connection with a business enterprise;

© commercial activity by a small enterprise;

D) a plant or facility demonstrating technological
advances of new methods and procedures and prototype commercial
applications for the exploration, development, production, trans-
portation, conversion, and use of energy resources;

6. AS 44.88.172(b) 1is repealed.

7. This Act takes effect immediately under AS 01.10.070(c).

-3- CSSB 449 (L&C)
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A truck carries coal from the mine to
Vstorage where itwill.be loaded onto;- ?
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l}? lIws reporter
H ealy - a group of

politicians, utilities,

unions and energy
companies wants to build an
experimental, $161 million-

p M Tjanl plant here at,,the
conili/fiicc of the Healy"and
Metiaria rivers, "producing
power)lthat won T be needed
for five;to. 10.years,after.the
plant goes on line.-:replacing
cheaper gai power and driv—
ingJup electric bills else-":
where in"the state.-7

The:-. Project has pitted,"1
utility: against utility, natu-1
ral gas producers against the
state"s” sole coal fine, "and
further™ frazzled politicians
attempting;,to divvy up the\P
S23Q million: Railbelt Energy-*
Fund. j.Ahd; it Jios'become
another-front in the" seem—
ingly".endless war between b
Anchorage® -and Fairbanks
over regionali dominance.

Supporters of the Healy
project ;say. It will diversify
the renergy; base in the Half-
belt®, grant energy indepen—
dence to vthe Interior -
Vv.fi,eh now buys a lot of
cheap power from Anchor-
agej = and. prove to the
world that Alaska can he on
the:cutting edge of energy
development. And. they add,
it will bring 593 million in
federal money to the state
andj trigger one of the state’s -
first megatconstruction proj- The dra® line "Ace in lhe Holk,” [On!<ves Oarth covering a seam of coal to mined. !
ectiOf-thaj<I90s... 5%
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liUtTo”ponents say the
project”Is (economically ab-
surd,'flooding the Railbelt
region of Alaska with expen—
sive power that”won"t be
needed for a dccude or more.

Bob LeResche, director of
the. Alrska. Energy Author®-,
ty,iwhich* Is trying to put
together the stales shore of
the funding,"- conc«de @, “1f

the feds hadn*t come In with *

$93"mllion like Banta Tlaus.
nobody, in their, right mind
would® think of doing this-."

Butllthe state is, hardly
playing Scrooge- in all this.
Lawmakers are proposing

Electric Association living in [*~

Fairbanks,. Delta,;Nennna

and other Interior towns. '*
Although the site Is fewer -

thn*n 10 miles from Denail

. National Park, It Is hardly <

virgin® wilderness. The new *
plant probably would be
built alongside a 21-year-old
cool :piant on- the bunks-of e
te". Nenanff River. 7

A big pile of coal sits on
the site, crackling faintly as
it settles,and dries under a

“weak "April.sun. The coal

stockpile good for a month -
or so, was recently ripped
from rich scams buried, in

the state put up,$30 million-;, saudstoheaVldges. "around.

easliand sell_up Jto $68.5"/ paajyya, A

million}|H"bonds; repafcl ’by
elcctriciutll Ity custornets,” to
build the plant.- .e
According to LeKeschc
und other supporters, the
Healyi f<"clean coal™ plant
would, be used to. develop
better; "equipment to bum
coal und reduce pollution,
while isubsidizing, a major
expansion of electrical ca—
pacity Tor the Interior. After
a shakedown period in 199S,
the plant would start ship—
ping electricity to the 28,000
cudtoiy™rs of Golden Valley

E

Tenants

* '. P

N

waiting, for. locomotives- to"
haul them off to Seward-for
export. Guys wearing-Usf-
belli Coal Mine jackets line
the .counter at,,the\Totem.
Inn, a-24-hour pit stop-"249
miles- north of Anchorage on
the Parks Highway.?]".. ;r
About 100 of Hcaly 3 334
residents work for Usibelli,
a family-owned strip mine
company that started dig—
ging the soft, low-energy
coal In 1918. Usibelli provid-*

OWners

Hazardous waste in real estate® has be—
come a major issue for both owners and

Healy

.Population: 334

Coal mining began here i 1918
and has grown tobecome Alaska®s
largest coal mining operation.
Usibeill Coal Mine, the stale’sonly
commercial coal mine, minos about
1.5 million tons ol coal a year.
Heal/s power plant Is the largest.
coat-fired steam plant InAlaska, -
as well as Tho only mine-mouth
power plant. Il Ispartol the
Golden Valley ElectricAssn., V
which supplies power (or Fairbanks

and vicinity.

% CoalrllesfVulside Golclen -Vafley-| Electrlc to: be used. In theMi

pu(vor(ied-c=al pjant. <h« , # * » * by

ed;cbaiifor the now-antique %"stght of the mine. The coal-
locomotives that"- chugged”~company is-the prime mover,

.alor.g Jthe TRailbeTt ™ "Thday, "hitb*ehirid.1" tW" propo5al; but a
the state 3,only commercial

.lot of other players are in-.

coal mine produces about 1.5 rvolved "In this compllcated -
million tons a year, half of It ."deal. L

exported to South Korea,
and the rest to the 25-mega-..

V. The plant owner would be
the Alaska Industrial Devel

watt plant and other Interl- (Bpment and Export Authori-

or users.
If the new plant is built
Usibelli would develop a big

=y, r financing arm of state

“government. AIDEA would
I,

new market almost within "™ * Please see Page C-3, HEALY

rie'ed facts about

tenahts of commercial properties. Potential
financial damages-from hazardous waste can
be devastating,, yet many owners and ten—
ants "are completely Ignorant of their poten—
tial liability. o - - ] i
Hazardous waste Isnot just a problem for

chemical companies mnd toxic, dumps.. Haz—..

ardous waste includes leaky” Elnderground
storage tanks, crankcase oil spread on yards
to keep dust down, trash pits, and any kind
of spilled toxic or petroleum products such
as hydraulic fluid, gasoline and antifreeze."
It is important that owntrs and. tenants
realize that anyone who has ever been an
owner or tenant of a contaminated site is
potentially responsible for the cost of clean--,

up, unless they can prove they* are ane former workers and neighbors,
inhocent purchaser or tenant..Aiso, they cally Investigating the property. Without at
least this much effort, a buyer or tenant
probably would not be considered Innocent.
Because the law allows for “joint and

should know the cost of cleaning up a
problem can be extremely expensive.
The regulations do not precisely define an

'chris Stephens

“Innocent purchaser or tenant."

mental engineers generally agree that as a
a potential buyer or tenant
should investigate the historical uses oi the
property, including aerial photos, talking to
and physi-

minimum,

< -disposal.

~

* PR/ "
several liability,"” as a new owner or tenant

eyou may be responsible for all or part of the
cleanup cost and punitive damages, whether
or not you were responsible.; If you don T
clean it up, the government WI|| and you
.. Wl|| get.the bill. o *

£,"The cost of cleanup boils down to "what—
ever It takes. ™This includes environmental
mests,” removal of the contaminated soils,,
future "monitoring, and the cost of soil
Surprisingly, soil-disposal costs
ecan be high because-soil must be disposed of
in an approved method. Depending on the
kind and-degree of contamination, the soil
might be used in asphalt or packed indrums
and shipped to Oregon or even Alabama.

Even a seemingly small problem can
prove expensive. | know of a relatively
small oil storage-tank leak which — to test
soils, remove the tank and remove contami—
nated soil, and continue monitoring - cost
the owner more than 530,000. An even worse
case Is a storage yard where the owner had.

KONIHOITaou | Ardftotzcac

hazardous w astel

m v . -

for years used crankcase oil to keep the dust
down. Unfortunately, the oil also contained
toxic solvents. Cost of the cleanup totaled,
more than 5300,000. j ms,

Because of the potential liability, envW
ronmental assessments are now. usually*
done as part of most Industrial real estate;
transactions. The assessment establishes a*
record of .the condition of the property alL
the~trrtif£ ©°f sale or lease. At the end"of "&
lease another study is done, to detect any
change in Condition-

Hazardous waste considerations also have
become a major problem for banks and.
other lenders. Before making a loan on a
commercial property a lender often requires
an environmental assessment. Lenders have
learned that taking a property back can be a
losing proposition, especially when cleanup
costs more thar, the property is worth. In
such instances, the lender often declines to

Please see Page C-3, STEPHENS



HEALY: ‘Clean coal’ project fires up new energy

[ Continued (rom Pago C1

sell up to JOB.5 million of
bonds that would be repaid
by Fairbanks utility custom—
ers.

Golden Valley would
build and operate the plant.
On behalf of Its customers,
the utility must promise to
buy nil the electricity pro—
duced even If it Isn"t needed.

The biggest beneficiary of
the deal, Usibelli, would sell
Golden Valley about 300,000
tons of coal a year to stoke
the new plant — but It must
agree to sell it cheaply to
make the economics work.

Several engineering firms
must come throunh with-
equipment to outfit the
plant for Uslbelli®s
low-grade coal, and bum It"
as cleanly as any ""al plant
In the world.

And in Juneau, Rep. Mark
Boyer, D-Fairbanks, and
other backers must pry loose
the state's contribution to
the project — $30 million —
from the Railbelt Energy
Fund. The fund was estab—
lished with leftover cash
from the never-built Susitna
River dams project to pay
for energy projects beneflt-
ting Kenai to Fairbanks, but
politicians have never
agreed how tospend It Law—
makers reserved the $30 mil—
lion last year for the Healy
plant. Now the cash is tied
up in the fight over how to
spend almost all the Railbelt
Fund.

"I don"t think anybody
would tell you it's (the coal
project) not real marginal
now," said LeResche. >

Originally the project was:
supposed to be three times
as big and privately, fi—
nanced, and use a new tech—
nology that would dry out”
the wet. low-energy Usibelli
-.ul to make it more valu—
able, and more marketable
in Korea and other Pacific
Rim countries. When that
collapsed, Usibelli persuad—
ed AIDEA to apply for a
grant.

The federal money came
through late last year when =
the Energy Department
agreed to pay for half the
Healy plant, one of 13 proj—
ects favored in phase three
of the Clean Coal Technolo—
gy Program.

That $5 billion program
grew.out of an accord, with

¥
tIf the feds hadn't come in with $93 million like Santa
Claus, nobody in their right mind would think of doing

this.}

— Bob LeResche, Ala.ska’Energy Authority

<There’s a lot of actual misconceptions going around

rightnow...

that this coal-drying thing. ..

IS just out

the window and that's a bunch ofhogwash.}

vanced technology for rock—
ets.”

m The basic idea for steam

plants is to bum coal in n

big box called a boiler.. The

boiler is lined with pipes.

Water In the pipes turns to

high-pressure steam, which

spins a generator.thut makes

electricity.

In TRW 3 design, coal is
vaporized in a tube that
leads to the boiler, and only
the coal gases go into the
boiler Itself. Combustion oc—
curs at a lower temperature
and with less oxygen present
than conventional designs.
That reduces the creation of
pollutants. Most of the sul—
phur and nitrogen gas is
trapped and carried off in
molten slag, a waste product
of coal.

If pollution doesn"t get
into the boiler, It doesn"t go
up the stacks into the atmo —
sphere.

The Healy plant also
would use advanced emls-
sions-control equipment pa—
tented by Joy Technologies,
scrubbing sulphur from gas—
es that do get into the boiler.

What the plant design
lacks is Uslbelli®s original
selling point for the project
— a"coal-drying facility that
would use waste heat to
remove ash and water and
make low-grade Alaska coal
more marketable.

,;Joe Usibelli Jr., president

,cf the company, said the
timing wasn"t right to in—
clude it in the Energy De—
partment proposal, and po—
Iitically It would complicate
the deal.

"There*s a lot of actual
misconceptions going around
right now, reporting in the

ress and through politics
that this coal-drying thing

U.S. power, but is the worst = Ing to pursue Ways to dry or

culprit In worsening, acid"
fallout that is killing lakes,,

otherwise improve Its coal,
and those facilities can be,

and wetlands In Canada and mfadded to the plant/after It

the northeastern "United ;-
States. >

marily by Industrial emis—
sions of sulphur dioxide and
nitrogen oxide, iboth pro—
duced when coal Is burned.
At the Healy plant, the
Energy Department wants to
perfect technologies owned
by TRW and Joy Technolo—
gies that would cut acid-rain
more. If itworks In Alaska."}
the companies can sell the
technology in the Lower 48.
Steven J. Helntz, Energyc
Department manager of the
Healy project, said defense
contractor TRW"s combus—
tion process Is a refinement
of 1930s designs using "ad-

- 11"Even
Acid rain Is caused pri— dryer. Usi

.bdglhs operation, he said
without, the coal
belli said the dem —
onstration plant would help
Alaska coal compete with

higher _quality coal from
Australia and Canada, the
dominant exporters In the

Pacific Rim.

"We have a barrier right
now in the Far East because
the plants over there are not
designed t6 bum our type of
coal*-This technology could
be retrofitted to existing
plants over there to let them
bum-our coal, and at the *
samfc . fime have cleaner
Ut F

Usibelli coal Is wet, aver—
aging 26. percent water, and
has, a lot of ash in it Water

won"t burn, ash clogs up the

boiler pipes and the lower

energy values make it less,
attractive as a fuel soun.’e,

according to Usibelli, Gold—
en Valley officials and the

Energy Department.

Its advantage Is a very
low sulphur content com—
pared to hotter-burning coal,
they said.

During a tour of the mine,
Usibelli showed off the "Ace
in the Hole," a 4 million-
pound drag line that strips
off 33-yard, hunks of snnd-
store IIEM a scam of black
coal at the bottom of a pit.
The $11 million shovel,
suspended on cables from a
boom, has c big appetite.

After a seam isexposed, a
loader works its way
through the pit, scooping
coal Into huge trucks that
haul it off.

Usibelli wants to sell
more coal to keep the Ace
and his Teamster-organized
work force busy. For the
new plant, Usibelli would®
provide a 50-50 mixture of
commercial eand waste coal,
tnat now gets plowed back-
into the pit.

Rick Mitchell, superintend”
dent at the Healy power
plant, said use of waste coal
means Golden Valley should
be able to negotiate a big
reduction from the $20-a-lon
Usibelli now gets for Its
coal . )
According to LeResrhe, a
cheap price Is crucial ;o0 the
success of the deal. “Wi"ll
have to get a hell of a coal
price from Usibelli,”” he
said. "That"s another piece
of the puzzle."

Usibelli won"t discuss
prices while he"s dickering
with Golden Valley. > "

*l said that it wll.1 be a

—Tr.

this point,"” he said.
But does the proposed! 50-\=

megawatt plant, which,.

— Joe Usibelli -r.

thing has to make economic
sense," ;he said. "All the
projects to dale, they
haven®t done economic stud—
ies.... What did the state
spend on Bradley Lake? One
hundred and fifty, one hun—
dred and sixty million?"

The Bradley Lake hydto-
electHc plant hear Homer
will produce a peak of 90
megawatts of power, but
some critics say It wasn"t
needed. 1

A study by legislative an—
alyst GInny Fay concluded
the. entire Railbelt won"t
need nny more electrical ca—
pacity until the year 2007,
even under the. highest
growth scenario plotted by
University of Alaska econo—
mists.

The Healy plant is not
only unneeded, it's the only
Railbelt project that would
actually cause utility rates
to increase — not fall, she
said.

Rotes would go up be—
cause Healy cool power
ewould replace natural gas-
fired energy shipped north
by Anchorage utilities to
Fairbanks. .Sales "of this
cheap, surplus energy have
subsidized rates for Anchor —
age customers and shaved a
few dollars a month ofl
Fairbanks® customers bills,

Most of the energy is gen—
erated ut the Beluga plant
operated hy.Chugach Elec—
tric Association, which has
agreements to buy natural
gas «for,power generation
well into the next century.
Natural gas producers aren"t
big boosters of a project to
develop a competing coal

. plant,

If and when the Healy
plant begins commercial pro-
1996, Chugach

C\villi go up.

u.Tom Lovas,

veee ---jmning manag-

=j i Ter, customers will pay a to-

tal of between $18 million
and .$29 million more, ad-

would produce half.the pow.-"-fJusted for " "Ration, over the
er Fairbanks needs, —tr:akeSjL nexe "1&° years,

sense for utility customori?
Usibelli doesn"t like the
question.
"It3 kind of a mystery.
how all of a sudden every-

r
7

Ty

=

i uiiuuru uuiiiu-i neiiivfiv

.That works out to $7 to
$12 more in 1995, depending
on a customer®s energy use,
land up to $29 a year 15 years
later, according to Chugach.

i
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battle over. Rajlbelt funds

Customers of Municipal
L".ght & Power also can ex—
pect smaP Increases, said
Tom Stahr, general manag—
er.

Golden Valley says Ib;
Healy plant would allow S
t0 reduce die operation or
rbut dowr. costly oil-fired
plants Hia" run sporadically
during winter months.

John Olson, AIDEA 3
project manager for the
plant, suid that after seven
years of opcrntlon, the cost
of Hev.ly power should be—
come cheaper than Chugach
power .

Although the Railbelt has
an overcapacity of electrical
oower capacity, ultimately
"lieHenly plant makes sense
Leqause of the free federal
r."."aoy, he said.

"You can talk about ea-
pt.eity, philosophize about
whore and when power Is
needed, "but independent of
all that speculation Is there
Isawindow open for federal
funds, and that window
closes Dec. 22, 1990."

Construction of the H«' y
plant certainly complicates
the arguments about electri—
cal needs and capacity, and
whether to build a $149 mil—
lion system of electrical In-
tertles linking Kenai, An—
chorage and Fairbanks,in a
heavy-duty power grid. The
inteiiics are the single big—
gest item on tlie utility's
wish list. )

The Senate already passed
a bill appropriating $100
million for the Interties de —
spite several studies show—
ing they don"t make econom—
ic sense. Now it3 up lo the
House. = -\

Chugach, ML &P and other
Railbelt utilities pushing for
the upgraded power lines
say the interties would be
more reliable than the cur—
rent power system and mini—
mize power outages. <

Another argument for the
intcrtics is they would re—
duce energy costs because
power can be quickly, dis—
patched from the cheapest
source, whether it's in Ke —
nai, Anchorage or \Fair—
banks, as the need arises.

The operating cost for hy —
dro power at Bradley Isa lot
less thai. the cost of a gas-
fired, oil-fired or coal plant.
So when Bradley is running
full-out, it's a lot cheaper to
ship surplus Bradley elec—
tricity north, allowing Gold—
en Valley and Fairbanks
Municipal Utility to shit
down their costly oil Ol d
coal plants.

Anchorage utilities al o
can ship fore cheap gns-gen-
erated power to Fairbanks if
the interlies go In. y.jv ,

But if the Healy plant Is
built, itwill provide most of
the power needed In"Fair—
banks. That lessens the need
for interties to ship surplus

power north, and deci eases
the use of the existing $125
million power line built to
ship cheap Anchorage gas
power to the Interior.

Boyer, orchltcct of the
House compaign, said that
misses the point.

He said It3 unfair that
Fairbanks utility customers
have been subsidizing An —
chorage customers, and the
Interior needs its own cer—
tain source of power.

"When that energy bill
comes out each month, it's
$6 or $7 a month””going to
Anchorage, he said.

Boyer Is trying to woo
Anchorage Democrats op—
posed to the intertie project
to sign off on the cool plant,
while trying not to offend
other pollticlons who want
the Interties or nothing in
the Senate-passed bill spend—
ing the Railbelt Energy
Fund. But his divldc-and-ap-
pease strutegy is facing a
rough go, lie said. Quiet op—
position from Chugach is the
biggest problem.

The Anchorage utility
says it could build a compa—
rable gas-fired plant for
about $25 million, and save
money on operating costs,
too. -

"Frankly, Chugach has
beer willing ol) along to go
ballistic when they don"t get
what they want on the inter—
ties. They are arguing both
sides of things," Boyer com—
plained. “So I think it'scra—
zy, the threat is, "Either VIE
get the Intertie or we put out
a set of numbers that make
it Impossible for the Anchor —
age legislators to support
(the coal plant)." >
, According lo Usibelli, An—
chorage utilities and the gas
companies already got their,
share of state funds in the
mid-1980s when the state
built the original $125 mil—
lion power line from Healy
to Fairbanks. The utilities
are pushing to double the
line"s capacity.

"Chugach and the gas peo—
ple, 1 don"t think they have
much to complain about."
Usibelli said. "They have a
huge market in Fairbanks
right now that Was funded
by the state.... They Te do—
ing all right, aren"t they?
They have their markets and
I have mine. I haven"t asked
state government to build a
cool slurry line to Anchor—
age, have I1? "Why are they
(Enstar) asking the state to
fund a pipeline to Fair—
banks?"

Dick Barnes, an Enstar
Natural Gas Co. executive,
said his company asked the
state to build a gas pipeline
to Fairbanks because other
state studies prove it's the
only project that makes
"economic sense."

But as Boyer said, "1 s
all politics now."
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MEMORANDUWM February®5, 1990

SUBJECT: Civil Actions - Work Order No. 6-208V
TO: Senator Jan Faiks
FROM: Michael F. Ford

Legislative Counsel

The following is a sectional analysis of Work Order No.
6-2081:

Section 1 - Findings and purpose.

Section 2 - Requires that an action for personal injury,
Heath, or property damage be brought within six years of the
date of injury, if caused by a product or by construction,
or within six years of the last act alleged to be the cause
of the iInjury. Periods of disability, such as minority,
incompetency, or imprisonment do not extend the six year
period. This section does not apply if the personal injurv,
death, or property damage was caused intentionally, or if
another shorter period of limitation applies.

Section 3 - Removes actions for personal injury, death, cr
property damage, from the existing two year statute of
limitations.

Section 4 - Requires that an action for personal injury,
death, or property damage be brought within two years of the
time the person had the right to bring the action. The two
year period is not extended for any period of disability,
such as minority, iIncompetency, or imprisonment. The
section does not apply if a shorter period of limitation is
imposed.

Section 5 - Requires that clear and convincing evidence of
malice® Bad motive, or reckless indifference no the inter—

ests of another exist before punitive damages may be award—
ed.
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Section 6 - Prohibits a person from recovering damages for
personal injury or death if the injury or death occurred
while the person was committing a crime and the person has
been convicted of the crime. Crime includes a felony or a
misdemeanor.

Section 7 - Provides that a person who commits a crime that
results in personal injuries to that person is not prevented
from recovering damages for personal injury or death, if the
person liable was also engaged in the commission of a crime

and has been convicted of the crime. Also defines the term
“"crime"™, to include a felony or a misdemeanor.
Section 8 - Requires that if a portion of a judgment is owed

to an attorney under a contingent fee agreement, that por-
tion must be reduced to a present value and paid in a lump
sum, rather than as a part of periodic payments ordered by
the court.

Section 9 - Requires that the court include an amount for
inflation, when ordering that future damages be paid by pe-
riodic payments.

Section 10 - Prohibits recovery of damages for personal in-
jury, death, or property damage caused by an act or omission
within the official duties of a member of the board of di-
rectors or an officer of a public corporation, or electric
or telephone cooperative, unless the act or omission con-
stituted gross negligence.

Section 11 - Allows a person to only recover damages that
are in excess of compensation received from other sources,
such as private or government insurance. Also requires the
court or jury to be informed of the tax implications of an
award of damages.

Section 12 - Lowers the legal rate of interest that may be
awarded on judgments from 10.5Z to eight percent, unless

otherwise agreed by contract.

Section 13 - Prohibits the award of prejudgmentinteres™
for future economic ornoneconomic damages.

Section 14 -Technical amendment.

Section 15 -Prohibits an award of nonmonetarydamages in
excess of $50,000, in a wrongful death action.
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Section 16 - Prohibits the court from awarding attorney fees
in a civil action for personal injury, death, or property
damage, unless specifically authorized by statute or by
agreement of the parties.

Section 17 - Limits theliability of a hospital for civil
damages caused by a person who isnot an employee. Requires
the hospital to post notice that certain individuals are not
employees. Provides that the limitation does not apply to
liability based on the hospital®s own negligence or inten-
tional misconduct. Adds certain definitions.

Section 18 - Requires the director of the division of insur-
ance to annually report to the legislature regarding medical
malpractice insurance rate changes occurring as a result of
certain court decisions.

Section 19 - Limits theright of a person to bring an action
against a peace officer or member of the emergency service
patrol when taking an intoxicated person into custody, un-
less the act or commission was grossly negligent, reckless
or intentional.

Section 20 - Repeals (1) a limit on recovery of noneconomic
damages contained in AS 09.17.010(c).,(2) an exception to the
award of future damages contained in AS 09.17.040(c), and
(3) a section regarding consideration of collateral benefits
in a medical malpractice action contained in AS 09.55.548.

Section 21 - Requires the Department of Commerce and Econom-
ic Development to report to the legislature regarding the
effect of certain insurance claims on the civil justice sys-
tem.

Section 22 - Notice of amendment to the civil rules of
court.

Notice of amendment to the civil rules of

Section 23
court.

Section 24 - Applicability.

Section 25 Effective date.
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