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SUBJECT: Erie Mining Company
Coal Gasification Project
DOE Contract EW-78-0~-02-5066
McKee Contract 4814A

REF: ERDA-388

Dear Mr. Laza:

The scope of work for Phase I of our contract did not provide for a
final report until 90 days after the completion of Phase IXI.

In accordance with the agreed upon reduced scope of activities, Erie
has provided a f£inal report of Phase I activities per DOE's request.
The attached report was complied to provide:

1. An overview, review and status of Phase I
activities.

2. Erie's assessment of project viability.

3. A final update of capital and operating cost for

both the Commercial and Demonstration Plant.

4, A final summary of Phase I costs and projected
costs for Phase II and III,



Mr. R. W. Laza
April 17, 1979
Page 2

Detail substantiating or clarifying analysis and summarizations have
been referenced to Phase I deliverzbles where appropriate.

Twenty bound copies of this final report are provided for your perusal,
record and distributiom.

Very truly yours,

ERIE MINING COMPANY
PICKANDS MATHER & CO.,
MANAGING AGENT

. ‘\ —."{ . -

J. H. Fatum
Project Director

JHF/mh
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Final Report

Erie Mining Company

Coal Gasification Project
DOE Contract EW-78-C-02--5066
(ET-78-C~01-2578)

L. INTRODUCTION

Shortly following the Arab oil embargo in 1973, Erie began an energy conser-

vation program and initiated a preliminary review of alternate fuels.

In 1976, Erie began to experilence serlous curtailment of its primary pelietizing
fuel - natural gas. Erie switched to NHo, 2 oil at that time. By January

1977, with full gas curtailment in all the taconite operationg in Minnesota,

the supplies of No. 2 oil fell to almost shortage levels and the Minnesota
Energy Agency declared an "energy emergency." Erie, following a "erash"
‘refurbishment program, converted to No. 6 oil. Essentially, curtailment has

continued since that time on an intermittent bhasis.

In order to maintain maximum flexibility, Erie continued an altermate Fuels

program, which included coal pasification.

During the internal review in 1976, the ERDA RFP for small scale demonstration

plants was released and Erie responded.

The basis of the cantract proposal included design, censtruction and operation
of a Demonstration Plant, which could be expanded to a full-sized industrial
plant. The govermment specifically required the abllity to handle Eastern -
high-caking, high sulfur coal. Erie's proposal was to utilize as low-caking -

low sulfur coals with the Eastern coals optional,

I-1
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Erie Mining Company

Coal Gasification Project
DOE Contract EW-78-C-02-5(66
(ET-78-C-01-2578)

Following contract negotiations, it was mutually agreed that each type of
coal, Eastera-Western, would be used for a one~-year test period for a total
of two years of Demonstration Plant operation. The Demonstration Plant was

designed to handle both Eastern and Western coal.

McKee Engineers & Contractors was selected to act as Architect-Engineer and

participated in preparing our proposal. On October 19, 1977, our contract

was approved and McKee began deslgn and procurement activity. Some precontract

work was authorized by DOE prior to contract finalizatlon in order to meet

the project schedule which was based on an August 1977 finalization of the

" Erie/DOE Contract.

Phage I activity included selection of a gasifier and bids were solicited in
October, 1%77. Babecock Contractors, Inc. was selected in February 1978,

bagsed on price and technical evaluation of the gasifiers.

Similarly, bids were solicited for a system to remove sulifur from the gas

and Ralph M, Parsons was selected to supply the Stretford Process in March
1978.

Some delay was experienced in selection activity due to late bids and
clarification of bid proposals. Preliminary project design on these twc
major parts of the design began in April, 1978, while McKee continued on

design of site and plant utilities.

I-2
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Prior to selection activities, Erie, McKee and DOE participated in a gasifier
inspection trip, visiting l1 plants in South Africa, Italy and Czechoslovakia.
The operations, maintenance and designs included by the solicited vendors

were evaluated and compared with gite observatioms.

To summarize the selection trip, the gasification plants viewed were preducing
“eag" economically in the 1.50 to 2.00/M BTU range. However, it was readily
apparent that we would be unable to similarly produce such low ceost fuels

because they had seversal operating advantages: Minimal envirommental cleanup,

slzed coal available, inexpensive labor, minimal pgovernmental regulation and

" warm climate.

Knowledge gained from the trip was used to evaluate the gasifiers and initiated

various trade-off studies to resolve questionable areas.

As design work progressed, delays were incurred with subcontractors due to
late funding, delayed contractual approvals and disputes arising from DOE

patent and proprietary data requirements.

Ap activities progressed, it became apparent that additional funding would
be required to complete eaviroenmental work (as defined early in Phase I),
perform some additional engineering and cover cost extensions due to delays

in subeontract and funding approvals.

-3
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Erie Mining Company

Coal Gasification Project
DOE Contract EW~78-C-02-506G6
(ET-78-C-01-2578)

This final report is provided as a recapitulation and overall assessment of
Phase I activities as performed in accordance with the Erie/DOE Contract and

the agreed upon scope of work.

Preliminary review of cost data Inr October 1978 resulted in Erle recommending
and DOE agreeing to a reduced scope of work as project costs were projected

to be considerably above the economic goals of the project.

Phase I activitles were reduced to 2 minimum and specifically limited to

those essentlal in making a decision to proceed to Phase II.

Actitivies were again reviewed by Erie and DOE in a Cost Review Meeting

January 19, 1979. A further reduction in activities was made at that time

in anticipation of a mutual termination of the project due to economics.

Erfe has completed and delivered to DOE the contract deliverables as per the
reduced scope of work and recommends that Erie and DOE mutually terminate

the project.
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II. SCOPE OF WORK

The contract arrangement between the Department of Energy and Erie Mining

Company provided mutually

advantageous opportunity and means for?

—~ Employing coal gasification technology and equipment which is now

commercially availlable

for production, and use of low BTU gas in an

industrial environment under actual operating conditioﬁs.

— Identifying, defining and resolving problems and operational unknowns

that have heretofore retarded industrial use of synthetic gas.

~ Establishing parameters for retrofitting existing Industrial furnaces

for use of low BTU gas.

— Determining and demonstrating the technical and economice feasibility of

the proposed scheme.

- Assessing envirommental requirements and costs for utilization of low

BTU gas.

The Demonstration Plant was

designed as the initial module of a Commercial

Plant sized to supply the entire energy requirement of the Pellet Plant.

Expansion of the Demonstration Plant to the ultimately desired capacity will

require only the installation of additional processing uunits. Detall design

of the full-scale Commercial Plant is not a part of the present contract.

II-1




Final Report

Erie Mining Company

Coal Gasification Project
DOE Contract EW-78-C-02-5066
(ET-78-C-01-2578B)

The Demonstration Plant Program was divided into three phases:

- Phase I - Program Development and Conceptual Design

This phase included selection of a gasifier process to be used,

developuent of the conceptual design for both a Commercilal scale plant

and a Demonstration Plant.

The Demomstration Plant design was carried to the poiant of completion
corresponding to the "Eront end design package"™ suitable for use in the

detailed engineering of Phase II.

HOTE: Preliminary engineering and "in house McKee estimates™ were

used for the sulfur removal system, whereas a subcontract

could not be finalized with the Stretford vendor.

Both plants were designed to operate with high=-sulfur, high-caking

coals as well as low-sulfuyr, low-caking coals.

- Phase Il - Demonstration Plant Final Design, Procurement and Construction

This phase would include all the detailed engineering, procurement and

construction of the Demonstration Plant.

I1-2
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Erie Mining Company

Coal Gagification Project
DOE Contract EW-78-C-02-5066
(ET-78-C-01-2578)

-~ Phase III — Demonstration Plant Operation

This phase covers the operating portion of the program and included

training of personnel, shakedown testing with bhoth low-sulfur, non-caking

coal and high-sulfur, high-caking coal and testing of various practices

and optimization schemes.

Phase I - Program Development and Conceptual Design .

This phase was totally funded by the government and included the following
tasks:

Task 1 Conceptual design and evaluation of a commercial plant.

" Task II Demonstration Plant process and mechanical conceptual design.
Task III Phases II and III curremt working estimate.
Task IV Demonstration Plant site evaluation and selectiomn.

Task V Demonstration Plant environmental analysis.

Tagk VI  Materials agreements and licenses, plans for Demonstratiom Plant.
Task VII Proposed methods and plans for Phase II and Phase III accomplishment.
Task VIII Economie reassessment.

Task IX Technical support.

Task X Project Management.

+ should be noted that no detail environmental work was included in Phase I
activicties. Therefore, no provisions were made for develaping these details
in the original contract cost estimates. As it became necessary to include
certain phases of the environmental requirements in order to meet project

schedules, additional work was necessary.
II-3
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Phase II ~ Final Design, Procurement and Construction

This phase was planned to be jointly funded by the contractor and the govern-
ment. The contractor's share of costs 1s expected to be approximately fifty
percent (50%). This phase would include the following tasks:

Task I Site acquisition and finalization of agreements.

Task II Demonstration Plant engineering and design,

Task III Bid review, approval and award for subcontractor(s) and vendor(s).
Task IV Demonstration Plant comstruction.

Task V Check-out and acceptance by contractor.

Task VI  Plant operational training.

" Tagk VII Technical support.

Task VIII Commercial Plant reassessment and design criteria.

Task IX Project management.

Phase III — Demonstration Plant Operation

This phase was planned to be jointly funded by the contractor and the govern-
ment with the contractor's share expected to be approximately fifty percent
(50%). This phase would include the following tasks:

Task 1 Training.

Task I Shake down testing with coal.

Task III Plant operation and evaluation.

Task IV  Technical support.

Task V Commercial Plant reassessment and design criteria.

Task VI Project management.

II-4
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(ET=78~=-C=01~-2578)

The proposed work schedule was:
Phase I 15 Months - commencing October, 1977
Phase II 24 Months

Phase III 27 Months

The scope of work for Phase I wae reduced by mutual agreement during the
Cost-Managenent Review Meeting held on October 26, 1978. During that meeting,
preliminary plant costs and contract costs were reviewed. It was decided
that, due to high projected costs, activities for Phase I would be reduced
to a minimum. Activities were reduced to only those essential in making a
" decision to proceed with Phase II. Erle reviewed contract Phase I activities

and responded with a letter to DOE. (See ERDA #302)

Activities were reviewed again during the Cost-Management Review Meeting
held on January 19, 1979. This resulted in the final reduced scope of work,
as outlined in ERDA Letter 351. In addition, contract modification A-006
was initiated. This modification extended the Phase I completion date of

January 19, 1979 to April 19, 1979. The modification allowed sufficient

time to complete actlvities under the reduced scope of work.

NOTE: Further mninor deletions and some additional work was mutually
agreed to by Erie and DOE during the extended period. (Ref,

Sec. ITI, Status 2 APR 1978 -~ ERDA 386)

II=5
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October 27, 1978

Mr. R. W, lLaza
Contracting Officer
U. §. Department of Energy ;
9800 South Cass Avenue
_ Argonne, Illinois 60439

SUBJECT: Erie Mining.Company
Coal Gasification Project
DOE Contract EW-78-C-02-5060
McKee Contract 4814A

REF: ERDA-302

}
1

Dear Mr. Laza:

Attached please find our summary of the Phase I activities which are
necessary for completion of a first case cost estimate and the capital
and nperating cost reduction assessment of the Commercial and Demonstra-
tion Gasification #lants,

These activities were jointly resolved by DOE, Erie and McKee as being
essential to the cost estimate. All other non-essential activities would
be held in order to minimize Phase I project costs,

P famands . b Lt B S,

We would anticipate giving McKee official notice (15 days per our contract)
effective November 1 and direct them to reduce activities accordingly,
Assuming receipt of your concurrence and re-dircction today, we will proceed
in the above manner to reduce the level of Fhase I activities, within 15
days. ;

Your earliest response is requested.

Very truly yours,

ERIE MINING COMPANY
PLCKANDS MATIER & CQ.,
MANAGING AGENT

A Ao

J. H. Fatum

JHF :na Project Director
Attachment
ecc: P. L. Rader E. L. Wilkins

I. H. Hess G. A, Peterson

C. A. Stiles

RS N PR LS - APy 1t
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J. M. Fatum’ .Gs A, Peterson
£
\Snujccl: PHASE I ACTIVITY ASSESSMENT MEELING October 25, 1978
A meeting was held in the Erie Minine Company Office - Cleveland between
Erie and the DOE Project Management Personnel for the purpose of discussing
minimal activities necessary Eor completion of a lst case cost estimate to
be delivered by December 15, 1978 and also for the purpose of minimizing Pha.ie I
project costs, Mutual consent was given Lo perform the following activities:
Task I
l. Process Engineering Design ~ Commercial Plant
2. Praject Engineering Design - Commercial Plant
3, Cost Estimate = Commercial Plant
4, Demonstration Plant recommendations
Task 2 ’
1. Process Engineering Design - Demonstration Plant
2, Preliminary Engineering and Layouts
Task 3
. 1. Detailed current working estimate Phase II
g \ ' 2. Detailed current working estimate Phase III.
N
Task 5
1. roject Description for Enviro?mental Anzlysis
2. Demo Plant Environment Report
3. Report of Significance of Project Operation with respect to the
Environment
4, Mitigation Measures Report
5, Report of adverse environmental effects which cannot be avoided
6. Report of relationship between local shert-term uses of the environment
and long-term productivity,
7e Report of irreversible ond irretrievable commitments of ressurces
8. Report of alternatives to proposed action
9. Environnent Impact Assessment Report
10. Environmental bata
MOTE: Items 1 = 10 to be completed in draft form only as included in draft
Environmental Assessment Statement. .
‘Task 6
1,, Plan [or obtaining coal
2. Report of Proprietary Process Licenses
3. Plans for acquiring permits and licenses
(” \ 4, Certificate of Need - draft only

;i
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October 26, 1978

[P

J. R. Fatum

I'rowm

G‘

A, Peterson

v

fdjest:

PHASE I ACTIVITY ASSESSMENT MEETING October 25, 1978

Attendees:

C. Stiles
F. Settimi
E. Wilkins
J. Fatum

Construction Plan - Demonstration Plant
Operaticn Plan - Demonstration Plant

Economic re-assessment of Commercial Plant
Economic re=assessment of Demonstration Plant

Technical sﬁpport plan

Monthly Report
Oral Monthly Report
Other activities only as approved

F. Trescott

D, Rader

6. Peterson

GAP:na




January 25, 1979

Mr. R. W. Laza
Contracting OEficer

U.S. Department of Enerpy
Chicapo Operationa Office
9800 South Cnss Avenue
Arponne, Illincis 60439

SUBJECT: Lrie Mining Company
Coal Gasification Project
DOZ Coantract EW-75-C-02-5066
Melee Contract 4314A

REF: LRDA-351
List of Phase I activities
to be completed. (Ref, ieeting
Minutes, TRDA-34%)

llarr Mr. Laza:

The attached list of activitics will be finalized in accordance with the
agreed upon reduced acope of activities.

Contract deliverables and related activitics are anticipated to be completed
on the dates iwlicated. This esticate assumes completion of subcontractor
activiticoa as follows:

1.

2.

3.

S.

6'

BCI conplete by February 16, 1979.

tickee issuance of Volumes 1 and 2 of the Degign Manuals for the Demon-
stration und Commercial Plants as acheduled February 16, 1979.

Pesolution of Parsons activity and issue of the Parsons data (as recelved)
by lcKee before Marech 2, 1979,

McKee activity firalized by March 16 and further activity held (no cost-~
all persomsel rolcased).

Reduced scope of activities be removed from "'suspension" status and the
Lrie/DOC contract be guitably "amended",

ERT contract extension (10~1300) and rework of the Envirommental Draft
will be completed by February 156, 1979.



tr. R. V. Laza
January 25, 1979
Page 2

The completion dates and cost estimates indicoted are our best “estimate" at
this rtime. Delay in subcontractor activities will result in odditional costs
and schedule slippage. (Resolution of the Parsons lssue by February 15 is
probably unressonably optimistic.)

1f you have any corments on the attached schedulec (additiens, or deletions),
please so indicate with your conmcurrence of the activities sbheduled as outlined.

Very truly yours,

ERIE MINING COMPANY
PICKANDS MATHER & CO.,
MANACTNG AGENT,

G. A. Peterson
Project Manager

GAF jizh
Attachment

¢¢: J. U, Fatum
C. A. Stiles
E. L. Wilkins
P. L. Rader

F. tlo liartlmln
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g.
10.
11.

12.

13.

14.
15.
le.
17.

18.

19.

ACTIVITY

beslgn Manual - Commerclal
Volume 1 Conceptual Design
Volume 2 Conceprual Design

Volume 3 Gasifier Details
Volume 4 Stretford Details

Design Manual - Demonstration
Volume 1 Conceptual Design
Volume 2 Conceptual Design
Volume 3 (asifier Details
Volume 4 Stretford Details

Environmental Assessment
Parson's Negetiations
Parson's Cost Estimate

Technical Report No. 7 - Stirrer
Design Material

Technical Report Heo. 8 ~ Preliminary
Briquetting Review

Contract Deliverable Report
Menthly Reports, Dec.-Apr.
Quarterly Report, 4th quarter, 1978
Aanual Report, 1978
Final Report
Erie Economic Evaluation
Technical Summary

Eeonomic Summary
Eavironmental Summary

Contract Administration
Contract Close-Qut

Design Review Meeting
Stirrer Review Meeting
Farson's Review Meeting
Erie-DGE Cost Review Meeting

Miscellaneous

MANHOULS COST

150 S 6,000.00

included above
25 1,000.00
40 1,500.00
150 6,000,00

included above
25 1,000.00
40 1,500.00
225 15,000.00
125 150,000.00
2400 G,000.00
1,000.00
1,000.00
150 6,000.00
200 8,000.00
40 1,500.00
40 1,500.00
950 38,000.00
600 24,000.00
1,500 60,000.00
140 5,600.00
56 3,000.00
96 5,000.00
40 2,000.G0

32,006.00

DATE OF

COMPLLEY fONR

2-16-79
2-15~79
3~ 2-79
2-16-79

2-15-79
3= 2-79

2-16-79
2-15-79

3-15-79

1-29-79

1-29-79
2-20-7¢
4=-19-79
2~ 1-79
2- 1-79
4-19-79

4=-19~79
4-19-79
Tentative
2- 1-79
Tentative

Tentative
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(ET-78-C-01-2578)

III. PROJECT REVIEW

Executive summaries from monthly, nuarterly and annual reports have been

included in this report for review.

If more detail is required for a specific event, than reference should be made

ta the complete report for that reporting period.

1II~1
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April 2, 1679

Mr. R. W. Laza
Contracting Officer

U.S. Department of Energy
Chicago Operations OEfice
9800 South Cass Avenue
Argonne, Illinods 60439

SUBJECT: Erie Mining Company
Cpal Gasification Froject
DOE Contract EW-78-C-02-5066
McKee Contract 48l4A

REF: ERDA~386
Deliverable Status

Dear Mr. Laza:
Attached is a status report for the project for April 2, 1979.

All major deliverables have been completed and distribution is in pro-
gress. All tasks except Task 10, Project Manzgement, have been c¢losed
out by Erie anticipating no further activities will be required.

Allowances have been made to re-open activities should DOE so require.

Final acceptance of deiiverables by DOE is required by April 4 to allow
close out of subcontracts by April 19, 1979,

We would appreciate at least ten days notice of your requirements for
the final Design Meeting, to allow Erie adequate time for preparation
of a suitable presentation. Please specify time, date, location and ex-
tent of review required.



Mr. R. W. Laza
April 2, 1979
Page 2

Your earliest response would be appreciated.

JHF/mh
Attachment

cc: H. P. Whaley
C. A. Stiles
G. A. Peterson
E. L. Wilkins

Very truly yours,

ERIE MINING COMPANY
PICKANDS MATHER & CO.,
MANAGING AGENT

A=

J. H. Fatum
Project Director
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Honthly Regort

January 1979

Erie Mining Company

Coal Gasification Project
DOE Contract EW-78-C-02-5065

Monthly Repart No. 15
Pertod: Janvary 1, 19792 -
o January 31, 1979

EXECUTIVE SUHMARY

A. Prolect Schedulg : . R
Y o .
Actlvities were concentrated on reviewing the plant deslgn and economle
evaluatlon and completing delfverables as outlined In the reduced
scapes of work.

. ten
B o=l
et

An Erle-DOE Management Review Meeting was held on Janvary 19, 1974,
During that mezting, a contract amendment for extending the contract
three months was dellvered to Erlie for execution. The contract
amendment will allow completion of Phase | activities per the reduced
scope of work as mutually agreed upon at the November and Oecember
Cost Revlew Meetings. This extended the origlnal Phase ! completion
date of January 19, 1973 to a new completlon date of April 19, 1979,

The environmental draft was reviewed and commented on by DDE. ERT
‘w11l rework the document and !ssue !t on February 6, 1979.

BC! continued work for the completion of the Phase | front-end
enginzering package, Completion fs expected by February 16, 1979.

A Deslgn Review Meeting was scheduled for February 1, 1979, to discuss
the stlrrer design.

The Stretford subcontract stétus remained unchanged In the month of
January. The proJect schedule will proceed withaut the Inclusion of

Parson's data for sulfur remaval.

The HcKee activities as outllined In the reduced scope of wor!i"ar.e.
scheduled for completion on March 16, 1979.

B. Cost Comments

Project costs have not changed from those estimated in contract cost
Amendm=nt A-005.
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Erle Mining Company
Coal Gasification Project
DOE Contract EW-78-C-02-5066

major Activities

An Erle-DOE Praject Management Review Meeting was held on

January 19, 1979. Erle stated that the plant based on current
contractural conditions results in the project being uneconomical
and that 1t would be In the best interest of the Government and
Erie to mutually terminate the contract unless the Government
wished to propose conditions which would make the plant practicable
to Erle owners. Environmental and technlcal risk areas need to

- be rasalved to Erle's and DOE's satisfaction.

3.

Aftar a somewhat lengthy discussion 1t was agreed that

a. Phase | activities (as.reduced) would be completed without
any additional requirements by Erie or DOE.

b. DOE and Erie would review final documents and Jointly explore
the conditlons under which elther party would proceed. A
meeting to discuss alternatives would be scheduled shortly
following the ftnallzation of Phase | deliverables

¢. Phase 1 activities would be 1lm1ted to those previsions of
the contract concerning "final Inspections" and ‘wrap-up
activitlies." In the evernt Erie and the Government cannot
establish a mutually agreeable basls to proceed the Erie/DOE
contract would be terminated in accordance with contractual
provistons.

d. It was mutually agreed that under the present design criteria
calied for In our contract proceeding with Phase 1l is not
practicable.

BCl contlnues work on the preliminary enginezring for the gaslfler
front-end englneering package., Due to a change 1n material
philosophy, the stirrer design has not been completed. A
stlrrer Design Review Meeting has been scheduled for Februoary 1,
1979, to discuss this change In destgn. The new completion date
for the front-end engineesring package s February 16, 1979.

McKee Isssuance of Volumes | and 1} of the Deslgn Hanuals for

‘the demonstration.and commercial plants was scheduled for

completion by February 16, 1979,
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ERT will rework the environmental draft. They will Include
conments as recelved from DOE. This activity is scheduled for
completion by February 16, 1979.

Certificate of Need was Issued on January 17; 1979.

Engineering Pestgn Specifications Manual was Issued on January 17,

1979. | S

Technical Report No. 7, Stirrer Material Study was issued on
Januvary 18, 1979. This was research work performed by BC) In
selecting the materlals of construction for the gasifier stirrer.

Technical Report Ho. 8, Briquetting Studies, was Issued on
January 19, 1979. This report included preliminary research
information that had been gathered throughout the project
regarding briquatting. It should serve as useful Information
in developling @ briquetting study.

J. H. Fatum
C}\ txq;::m;U::;uJQTT

PROGRAM DIRECTOR FOR
ERTE HINING COMPANY
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‘" Coal CGasificacion Project
Honthly Report No. 14 DOE Contract EW-78-C-02-5066

Period: December 1, 1978 -
December 31, 1978

EXECETIVE SUMMARY

A. Project Schedule

All major activity concentrated on the effort to establish the cost

. estimate and economic evaluvations for the Demonstration and Commercial
Gasification Plants. Essential activities, as defiped in the raduced
scope of work, were maximized in order to realize the contract completion
date of January 19, 1979 and avoid further contractual delays and )
unnecessary Phase I costs. The gasifier frowt end enpinearing conlLractor
continues to complete and periodically submit sections of the prelimlnary
front end engineering package for the gasifier and auxiliary equipaent.
Scheduled completion date is January 19, 1979. This waterial will be .
submitted to the DOE for review.

Erie will include BCL desipn material in the Design Manuals to he issued
in January with the stipulation that a cetailed review will be necessary
before Phase IT Engineering proceeds.

The Stretford subceontract megotlation status remained unchanged in the
menth of Decerber. The economic cvaluations for the Pemonstration and
Comnercial Plants inclided only the data received from Parsons in the,
original bid proposal response. )

The scheduled contract deliverables will mot include any proprietary
information. The project schedule will proceed without the inclusion
of Parsons data for sulfur removal. : .

The Demonstration and Commercial Eccnomic Evaluations were issued by
McKee on December 8, 1978.

Erie's review of the economic evaluations was initiated and the present-—
ation of plant costs to the DOE are scheduled for January 19, 1979.

" Phase I completion of the Erie/DOE comtract is tentatively projected for
January 31, 1979 with completion of all contract deliverables by Erie
and the subsequent acceptance by the DOE.
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B. Cost Commants

1. Notice was received by Erie from McRee that allecated dollars in
the amount of $2,704,096 were commitred for expenditures by McKee
in December, and in ozder to continue an the project schedule per
the ravised scope of work, additional funds were required.

An Erie/McKee contract modification in the amount of $96,844 was
effected December 7, 1978 (PM-283) allocating total funds to McKee
in the amount of $2,800,940.

. Major Activities

3. Casifier ¥ront End Engineering

BCL has completed preliminary engineering desiyns on the gasifier
retort and stirrer arrangements including auxiliary equipment with
subsequent issue to McKee/Erie expected tc be inrcing the week of
Janvary 14, 1979.

~
.

Aun Erie-DOE Contract Cost Review meeting wa: held Lurember 12, 1978
to review Phase I rosts.

3. An Erie-DOE Project Management Review meeting was held Decenmber 13,
1978 ta review project stntus.

4. The Eavironmental Assessment Statement draft was issued by Erie for
8 concurrent Erief/DOE review. A final docureplL will be issued by
Erie for the purpose of inclusicn into public record of the gasifi.
cation project. A tentative distribution date is January 31, 1979.
The document will not include data considered as proprietary.

5. Activity was initiated on final design manuals incorporating all
prelininary engineering data on the Demonstration and Comaercial
Plant designs. These documents are to be issurd during Jenvary for
jnclusion into the public record of the gasification project. RNo data
considered proprietary will be included in these manuals,

6. Completion of Lhe Engineeriap Design Specificotion Mannals is
schediled for the week of January 7, 1979. These manuals are
scheduled fur DOE inclusion into the projeer records. These manuals
will not include any data considered as proprietary.
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Materials, Licenses and Agrcements

1.

Stretford engineering contract negotlations with Ralph M. Parsons
concerning the McKee subcontract and the Parsons-Erie sublicense
agreement were not finalized. Further negotiations have been
cancelled pending agreement to proceed to Phase II of the Erie/DOE
contract.

‘1.'

The Minnescta Certificate of Need is being prepared for inclusion
into the public record of the gasificatlon project and will be
issued for review the week of January 14, 1979.

J. H: Fatum
(}3&(} Rt

PROGRAM DIRENTOR FOR
ERIE MLINING COMPANY
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h Coal Gasification Project
DOE Contract EW-78-C-02-5D60

Monthly Report No. 13
Period: November 1, 1978
through November 30, 1978

. EXECUTIVE SUMMARY

Project: Schedule

During the month of November, it was jointly agreed by DOE and Erie
Project Management that Phase I activities would be limited to the .
essential activities required to re-define Phase I deliverables and
establish schedule and cost estimates to provide the necessary data
for Erie's economic assessment of project goals. The activities as
re-defined would include the determination and evaluation of potentixl
capital and operating cost reductions, and efforts maximizing the
activities necessary to complete essential deliverables in order to
minimize further contractual delays and unnecessary Phase I costs.

Subsequent to the completion of the McKee/BCI contract negotiations,
activities have been intensified with the BCI front end enginegring
design in order to effect completion of the gasifier engineering
package. Projected delivery of 2ll BCI sudbcontract deliverables is
scheduled for the week of January 29, 1979.

McKee issued a schedule for the cost estimates and economic data,
which were originally scheduled for October 1, 1978, reflecting de-
livery on December 1, 1978. The cost estimate and economie data
delivered at that time will not imclude a definitive estimate from
Parsons but will include McKee's "best estimate" of Stretford capital
and operating costs for sulfur removal.

The McKee/Parsons subcontract negotiations have not been completed
resulting in the continuance of the Parsons stop work order. The
project activities have been continued with the xcalization Parsont
deliverables will not be included until contract negotiations are
finalized.

Major Activities

1. Gasifier Front End Engineering. BCI forwarded partial deliverables
to McKee for the front end engineering of the gasifier. - A process,
P & ID and layout review was held at BCI on November 21-22, 1978, |
A stirrer desipgn presentation was given to Erie~MrXee on Novem-
ber 2B, 1978. Erie review of the gasifier desigu data to be in-
cluded in the cost estimate and submitted for preliminary design
approval is being evaluated,
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2. Stretford Front End Engineering. The Stretford subcontract
remains under the stop work status due to subcontract
negotiation difficulties. Wo deliverables have beer received
during the month of November,
3. The secale plant model was completed in November,
&4, vhe site model was completed in November.
5. The following reports were issued in November:
Dctober HMonthly
Third Quarter .
Fiscal Year 1978 Reports
6. The Environmental Assessment report was distributed for

review on November 28, 1978.

€. Materials, Licenses and Agreements

Stretford Engineering Contract with Ralph M, Parsons and the
Parsoris-Erie Sublicense Agreements arc proceeding very slowly.
Parsons issued & stop work motice on August 16, 1978, Patent,
proprietary data and the sublicense are the areas of major
disagreement, Engineexing deliverables have not been released
since the stop work motification. Schedule dglays have resulted
from Subcontract negotiation and approval delays.

The Minnesota Certificate of Need is in f£inal review. Completion
of the draft is expected the week of December 11, 1978. The
presentation of a final certificate to the Minnesota Energy

Agency is contingent upon the decision by Erie and the DOE to

_ proceed to Phaze I1 of the project.

J. H. Fatun

PROGRAM DIRECTIOR FOR
ERIE MINING COMPANY
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Monthly Report No. 12

Period: October 1, 1978
through October 31, 1978

EXECUTIVE SUMMARY

A. Project Schedule

The project schedule experienced major delays in contract deliverables
in the month of August due to Subcontract megotiation difficulties.
Stop work notices from the Gasifier and Stretford Front End Engineering
subeontractors continge to result in schedule delays for Octaber.
. The extent of schedule delay will depend on the length of delays in-
curred because of the contractua}l problems and approval delays of
major subcontractors,

The Gasifier front end engineering subcontract with BCI was finalized
on October 27, 1978, August deliverables should be obtained the week
of November 6 for McKee, Erie assessment,

B. Cast Comments

An Erie/DOE Cost Revicw was held at Erie Cleveland on October 25, 1978
for the purpose of assessing the economic goals of the Coal Gasi[i ca-
tion Project, Erie submitted communacation ERDA~288, dated October 6,
1978, reflecting Erie's concern with increasing projact costs due to
engineering and cost estimating delays., Projeet viability was ques-
tioned based on current cost trending reports and projected project
delays.

Based on ERDA-288 and discussions at the Cost Review Meeting, Erie
recommended that Phase I sctivities be limited to completing front end
eagineering subcontracts and finalizing a preliminary cost estimate
for the week of December 11, 1978,

A work suspension notice will notify McKee of the Erie/pDOE intention
of maximizing effort toward the cost estimate and minimizing Phase I
expenses to the Government.

The Stretford cost amendment in the amount of $139,400 and the miscel-
lanecus cost amendment in the amount of $545,148, including the Schedule
Extension ($315,813), Overhead and Fringe ($114, 764) and the Coal: Fines
Handling (5$114,571), were submitted for DOE appxoval,
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Erie/McKee subcontract amendment numbers 500-M-02, 03, 04 allocating
funds to McKee for the total amount of $2,704,096 were completed,
Amendment number 500-M-02 for the amount of $526,248 and amendment
number 500-M-03 for $99,961, including the General Environmental
($84,961), Clean Air Act ($12,500) and the Certificate of Need ($2,500)
were issued. Amendment number 500~-M-04 included the schedule extension
to Qctober 31, 1978 costs (§186,390) and the ccal fines handling

study costs ($65,470).

Major Activities

N Fron.t End Engineering

Erie continues to review and =zomment on engineeving materials
released by McKee but major activities have been slowed down
due to the work stoppages of the Gasifier and Stretford sub-
contractors. Project deliverables have ni.r been received and
as a result, engineering designs have bevun delayed which will
result in cost estimating idelays and ultimately project schedule
delays.

2) Modeling activity on the plant design model approached comple-
tion during the month of October. -

3) Site model update activity was initiated to convert the inset
to the expected commercial plant design.

4) Foster Wheeler performed the gasifier testing of Rosebud coal.
A coal and bottom pan ash sample were sent to the Southwest
Research for analysis. The gasifier testing of 15 toms of
coal did not produce cnough tar and oil for sample analysis.

5% The United States Environmental Protectioi. spency changed the
non~attainment status of Erie Mining Company to attainment with
naotiece in the Federal Register Volume 43 Nurber 194 on Thursday,
October 5, 1978, pages 45997, 45998.

6) Technical Report #6, Pot Grate - Low BTU Gas Firing Tests, was.
issued confirming the combustion of low BTU gay would have
minimal metallurgical effects on pellet induration.
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p. Materizals, Licenses and Agreements

1)

2)

3)

&)

JHF :na

Stretford Engineering Contract with Ralph M. Parsons and

the Parsons-Erie Sublicense Agreements are procesding very
slowly. Parsons issued a stop work motice on August 16, 1978.
Patent, proprietary data and the sublicense are the areas of
mujor disagreement. Engineering deliverables have not been
released since the stop work notification. Schedule delays
have resulted from Subcontract negotiation and approval delays.

Gasifier Engineering Contract

The BCI-McKee Subcontract continued 1o be delayed throughout
the month of October until nepotiations were completed and the
contract was finalized on October 27, 1978, With the signing
of - the contract, it is expected that contract deliverables will.
be released for review immediately.

The Minnesola Certificate of Need is in [inal xeview. Notlce
has been received from the State of Minnesota that a delay is
imminent because of delays expected from the Hearing Office.
Presentation of the CON is now expected to he in November, 1978,

The release of the Environmenktal Assessment Repbrt. is not ex~

pected until December, 1978. Draft sections will ba released
for internal review the week of November 13, 1978.

Je. H. Fatum

PROGRAM DIRECTOR FOR
ERIE MINING CO4PANY
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Monthly Report No. 11
Peric!: September 1, 1978
through September 30, 1978

EXECUTIVE SMMARY

Project Schedule

The project schedule experienced major delays in contract deliverables
in the preceeding wmonth of August due to Subcontract negotiation diffi-
culties. Stop work notices from the Casifier and.Stretford Front End
Engineering subcontractors continue to result in schedule delays for
September, The extent of schedule delay will depend on the lemgth of
delays iocurred because of the contractual problems and approval delays
of major subtontracts. The schedule delays will be assessed when sub-
contract negotiations are finalized.

Cost Commenks

Approval of funds allotted in Phose I were reccived Scprember 1, 1978
from DOE in the amount of $681,600 increasing the total Erie/DCE concract
comultment to $3,136,800. The $681,600 were recelved as uncommitted
funds to be allocated for the project. Further approvals on September 28
1978 of funds in the amount of $518,858 and §34#,373 increase the tokal
contract commitment to $3,999,981. To be included in the $518,85 is

the approval of the General Enviroomental - Prnduci and By-Product Cost
Pricing Amendment ($247,858) and an uncommitted amount of $271,000,
Approval of the Clean Alxr Act and Certificate of Need Cost Pricing
Amendments for the additional $344,323 is Funding for final envirommental
approvals which is fully reimburseable to the contractor by the DOE.

Major Activities

1) Front Fnd Enginecering

Erie continues to review and comment on enginccering materials

- released by McKee but major activities have been slowed doun
due to the work stoppapes of the gasifier and Stretford sub-
contractors, Project deliverables have not been received and
as a result engineering designs have been delayed which will
result in cost estimating delays and ultimately project schedule
delays,

2) ‘The Coal Handling Trade Off Study was issued September 20, 1978,
The results, conclusions and recormendations pertaining to coal
and coal fines handling are presented to the DOE for review and

comment.
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An environmental progress meeting was held with DOZ, NcKee,
Southwest Research Iustitute, Ecology Consultants Inc.

(ERT) and Erie at the DOE facility - Chicago on September 12,
1978 for the purpose of assessing environmental progress and
finalizing the schedule of environmental activities.

Modeling activity on the plant design model was initiated in
September. )

Cost estimating activity on the data to be presented McKee
for Erie Mining Company's participation in Phases IL and III
was prepared for review.

Preliminary activities were initiated for Work Breakdown Struc-
ture - Phases II and TII ond Reporting Procedures - Phases IX
and III. Major activity on these items is expected in October,
November 1978.

Engineering and Socio-econcmic related information was gathered
for the Environmental Assessment Report. Activity is expected
to continue throughout Octobor, A preliminary drafr is expected
to be released December 1978 for concurrent reviews.

Foster Wheelex continues a delay in coal-oil-tar-ash sampling.
Foster Wheeler notified Erie Mining Company that the condition
of the Rosebud coal to be used for gasifier startup and testing
had deteriorated appreciably. Erie agreed to arrange for a new
supply of sized Rosebud coal to be delivered to Foster VYWheeler
(at Foster Wheelexr's expense) for startup, Coal delivery is
expected the week of October 2, 1973.

Formal approval of the change from non-attaimment to attainment
status has not been received from the Federal EPA. Verbal
approval has been received, publicatfion in the Federal Register
is expected in Cctober.

A Coal Gasification Progress Meeting was held in the Chicago
facilities of the DOE on September 13, 1578. Participants in-
cluded DOE personnel.- Chicago and Washingtor fOperations 0ffices
and Erie Mining Company.

Briquetting Study Work Definition was prepared for DOE review

to assess the scope of work necessary to validate a Coal Fines
Agglomeration Study. The outline was presented to DOE at the °
September Monthly Oral, September 26, 1978.
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Materlals, Licenses and Agreements

1

2)

3

4)

5)

6)

Stretford Engineering Contract with Ralph M. Parsons and

the Parsons-Erie Sublicense Agreements are proceeding wvery
slowly., Parsons issued & stop work notice on August 16, 1078,
Patenk, praprietary data end the sublicense are the areas of
wajor disagreement. Engineering deliverables have not been
released since the atop work notification. Schedule delays
have resulted from Subcontract negotiation and approval delays,

Gasifier Engineering Contract. The BCI-McKee Subcontract con-
tinues to be delayed due to new proprietary data requirements
by DOE, The July 14 stop work notice continues to be in effect
and August deliverables have not been received., Schedule delays
have resulted from Subcontract negotiation and approval delays.

The Minnesota Certificateé of Need is in final review. Notice
has been received from the State of Minnesata that a delay is
impinent because of delays expected from the Hearing Qffice.
Presentation of the CON is now expected to be in November, 1978,

The release of the Environmental Assessment Heport is not ex~ -
pected until December, 1978, Report secctions will be released
‘for internal review as completed.

The Stretford and Miscellaneous Cost Amendments are being pre-
pared and are expzcted to be sent to the DOE for approval and
review during Octcber, 1678,

DOE approval of the Clean Air Act, MEA Amendment - Certificate
of Need and the General Envirommental - Product aud By-Product
Amendment was received by Erie in September, DOE approval has
been requested of other outstanding items and is expected in
October,

Coal Procurement and Handling

LY

2)

Work is proceeding on establishing suppliers of sized coal
for both Eastern and Western coal.

Erie presented a proposal to replace .. "Western” low sulfur
non-caking coal with an “Eastern” low sulfur, low caking

coal for operational purposes in coal gasification in Septezber,
DOE approval is requested.
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F. New Requirements
1) The 10 Code of Federal Regulations, Sectioa 711, which concerns

JHF :na

the release of proprietary data to the public continues to be
reviewed and evaluated. Erie's recormendation will be available
when the Govermment has completed and submitted its review for
corment, The current new contractual language being develcped
for the Parsons and BCI subcontracts will require close coor-
dination with these new requirements.

J. H. Fatum

G}Ss;gcsk;

PROGRAM DIREGIOR FOR
ERIE MINING COMPANY
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Monthly Report No, 10
Period: August 1 through
August 31, 1978

EXECUTIVE SUMMARY

A.

Project Schedu}e

The project schedule experienced major delays in contract delivergbles im August
due to the July 14 stop work notice received from BCI and an August 16 stop

work notice received from Parsons.

1t is not known what affect these delays

will have on the entire project schedule.

and approval delays of major subcontracts,

The extent of the schedule cdelay will

depend on the length of the delays incirred because of the contractual praoblems

The assessment of schedule delays

wil! continue until the majJor subcontracts are finalized.

B. COST COMMENTS

Approval was received in August for an additional $255,200. The approval of
these funds increases the total contract conmitment to $2,455,200.

The Gasifier, Cleam Air Act, Certificate of Need, and the General Environmental
amendments are still awaiting DOE approval. Approval of these amendments is
necessary for the project to comtinue to meet the environmental requirements af
the gasification project and to continue to meet the overall project schedule.

C. Major Activities
1) Erie continues to review and corment on engineering materials released by

McKee but major activities have been slowed down due to the work stoppagas of
the gasifier and Stretford subcontractors. Project deliverables have not been
received and as a result engineering desigms have been delayed which will result
in cost estimating delays and ultimately project schedule delays.

2) Coal Handiing Study Preliminary Report was issued for internal review.
Formal issue ls expected the week of Scptember 11, 1978,

3) An Environmental Review Meeting was held Auvgust 18, 1978, in Fort Ccllims,
Colorado, at the facilities of Ecology Consulitants Inc. for the purpose of
discussing 2ll outstanding environmental waltters, %he environmental schedule
was set with data and reporting responsibilities outlined. A progress mecting
1s scheduled for September 12 in the DOE Chicage Operations Office.

mteE. mEs acne

-2 -
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4) The Waste Water Treatment Report was iassued in August comparing the capital
and operating costs of a biological treatment system with an oxidative
incineration treatment system.

5) Justification work continues on the miscellaceous cost amendments. Approval
is necessary for work ta continue and contractual requirements to be conplutec.

6) Delays were experienced in the Foster Wheeler coal-oil-tar-ash sampling
project. Foster Wheeler has set a testing period to begin the week of September
25, 1978. Delays were due to equipment complications, vacation delays and

personnel changes. Foster Wheeler remains reluctant to test the high swelling
coal. .

7) The second Design Review Meeting was held August 29-30 at the offices of
the DOE Cleveland. The purpose of the mecting was for project techaical review,
Comments were solicited from participants on the technical presentation handout.
8) Formal approval of the change from nen-attainmeni Lo attatmrent statur has
not heen received from the Federal EPA.

D. Materials, Licenses and Agreements

1) Stretford Engineering Coatract with Ralph M. Parsons and the Parsons-Eric
Sublicense Agrcemants are proceeding very slowly. JYarsons issued a stop work
notice on August 16, 1978. Patent, proprictary data aud the sublicense are
the areas of major disagreement. Engineering deliverables have not been
released since the stop work notification. ’

2) Gasifiler Engineering Contract. The BCI-McKee subcontract continues to be
delayed due to new proprietary date requirements by DOE. The July 14 stop

work notice continues to be in effect and August deliverables have not been
received.

3) The Minnesota Certificate of Need is in fimal review. Notice has been
veceived from the State of Minoesota that a delay is bhaninent becauvse of delays
expected from the Hearing Office. Presentation of the COY is now expected to
be in October, 1978.

4) The release of the Fovironmentsl Asscssment Report! is not expeated until
December, 1978. Report sections will be released for intermal review as
completed.

5) The Stretford and Miscellansous Cost Awendments are being prepared and are
expected to be sent to the DOE for approval and review during Septedber, 1978.
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Campris

E. Coal Procurement and Handling

1) Work is proceeding on establishing suppliers of sized coal for both Eastern
and Western coal. The Coal Handling Study was reviewed at the Design Review
leeting in August.

F. New Requirements

1) The 10 Code of Federal Regulations, Section 711, which concerns the release
of proprietary data to the public coatinues to be reviewed and evaluated, FErie's
recommendation will be available when the Governnent has completed and sub-
mitted its review for comment. The current new contractval language being
devaloped for the Parsons znd RCT subcontracts will require close coordination
with these new reguirements.

oo »
. * bane NP =
L?‘\ QJ-R \'-',' A
¢

J. H. Fatum
Pragram Dircetor fo3
Erie Mining Compnany
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Monthly Repovwt No. 9
Period July % through
July 31, 1978

A. Project Schedule

The project continued on the revised schedule for the month of July. A change-
over from the DOE-Washington, D.C., office to the Chicago Operations Office~DOE
of contracting and funding functions may cause delays in project schedule.
Erie placed a two week "hold" on subrontracts Air Dispersion II, Soil Boring IT,
Noise Survey, Coal Tar, 0il and Ash Testing and MEA Printing due to the lack of
. funds in allocated monies. On July 14 McKee was notified of a work stoppage by
BCI which stated BCI was no lomger willing to work “at risk." BRBCI deliverables
. due on July 31 have been given to McKee, however, no retraction of the work
stoppage has occurred. It is predicted if the work siuppage continues a two
week to one month delay in the project schedule could cecur. Documents provided
to McKee were very preliminary . -

B. Cost Comments

Foilowing a review meeting with DOE-Cleveland and DUE~Chicago procurement
personnel and in accoxdance with requests from the Chicapge Operations OFf jec,
revised cost pricing proposal amendments of the Clean Air Act, Certificate of
Need and the General Environmental were issued on July 20, The Gaskfier Cost
Pricing Proposal Amendment was submitted’ to the DOE on July 25. Until these
cost amendments are approved and the cost plan rtevised, the monthly comparison
reports will show considerable variations from the original hudget.

The awount of funds committed to the project totaled the allocated project funds |
of $2.2 million the week of July 24, 1978. Unless additional funding is :
approved in July, & work suspension order to Erie subcontractors would be issued
July 28, 1978.

C. HMajor Activitries

l) Gasifier front end engineering proceeded at the contractors risk until

July 14, when a work stoppage was issued by BCI to McKea. BCL 41d present July
‘'deliverables to McKee but stated that no vther deliverables would be issued
-until suitable financial arrangements could be made. DOE approval of the BCI
subcontract and outstanding contract amendments are necessary for the payment

of BCI invoices. A BCI Preliminary Design Review Meeting was held on July 12-13)
1978 in Pittsburgh. However, documents were not released for detailed review
until July 31. . :
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2) A BCI Onsite Familiarization Trip was held at Erie Mining Company on July 10.

3) The, Stretford front end engineering proceeded on schedule in July with a
final Des:lgn Review. Meeting held on July & in Pasadena, Californja. All draw—
ings were reviewed for cost estimating purposes.

4) TFoster Wheeler has indicated a delay due to equipment commissioning and
vacation in the test for procuring coal, tar, oil and ash samples. This delay
could cause a delay in the envitommental schedule. Foster Wheeler is reluctant
to test the high swelling coal. Firm dates have not been resolved at this time.

5) Written approval was received on th- ERT contract from the DOE. Environmenta
worl: has proceeded gn that basis. A final Environmental Review Meeting is
schedul ed for August 18, 1978, in Fort Collins, Colorado.

6) The formal approval of the change in status from Won-attainment to Attain-
ment has not been received from the Federal EPA.

7) Clean Air Act. Erie will require a combustion gas analysis to prescnt to
the DOE-EPA for discussion of the BACT-NSPS requirement pertaining te the effects
. of the coal gagification plant on the existing plant emissions..

B) Envirormental Cost Amendments. Revised cost emendmcents have been submitted
for DOE approval. It is expected that if approval is not given before the week

of August 21, 1978, werk suspenmsion no:ices must be issued to Erie subceatractors.

9j The Site Baring Report was issued in July. MeKee is basing cost estimates
on report results. The Soil Boring II comtract will be issued 5 u August for the
additional work required in the ash-sulfur disposal area,

10) The Coal Handling Study was completed with the prelim:{.nary report to be
issued the week of August 14, 1978. The study set the desizn basis for western
coal at 1400 TN/DY with the assumption that all western coals will be brigquetted
and the design basis for eastern coal will be sized coal received at the plant-
gite allowing 1187 IN/DY + 12% for fines generation.

D, Materials, Liceuses and Agreements

1) Minmesota Certificate’ of Need. The preliminary @r-.ft was receiv:d by Erie
Mining Company in July. Comments are being incorporated and the fimal draft
is expected to be finished in August.

2) Stretford Fngineering Contract. Contract finalization is proceeding very
slowly. The letter of authorization for time extemsion was approved to August
10, 1978. Difficulties in agreeing on patent and proprietary information axe
the major items of nepotiation. Patenc search and verification activity was
initiated.

3) Gasifier Engineering Contract. The BCI-McKee subcontract was subwitted to
the DOE in July in conjunction with the Gasifier Cost Price Proposal Amendment.
DOE. approval is expected the week of Anguse 12, 1978.
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4) Erie-DOE Procurement Procedure. Chicago operations office-DOE requested
copies of the Exie-DOE Procurement Procedure previously submitted to Washington.
Coples were re-submitted and DOE-Chicago approval was reoquested.

E. Coal Procurement and landling

VWork is proceeding on establishing a supplier ef sized coal with both Eastern
and Western coal suppliers. Formal presentation of the coal handling study is
expected at the next Design Review Meeting scheduled for August 29-30, 1978.

F. New Requirements

Ve were verbally notified that DOE has under consideration amendments to 10

Code of Federal Regulations, Section 711. A very preliminary review indicates
that there may be a significant impact on the content aud structure of project
deliverables with regard to the possibility of proprietary infiormation being’
made public in contradiction to ouxr contract provisions. Our recommendation will
be avallable In August following receipt and evaluation of che proposed reguire-
‘ments.

Jo Il Fatum
& N

PROGRAM DIRECTOR FOR
ERIE MINING COMPANY

JHF:13jb
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Monthly Report No. 8
Period June 1 through
June 30, 1978

A. Projlect Schedule

Duriag June, the project was essentially on the revised schedule.
Sub-cantract approvals continued to be delayed in June; however,
minimal work slippage was incurred in the project schedule as major
sub-contractors reluctantly agreed to proceed on the pre-contract
arrangements,

DOE approval of the envirommental contract late in June allowed the
environmental work to proceed. [ERT had in writing indicated that
they would. . "stop work" and would not extend the 'at risk" pre-contract
expense pgreement,)

B. Cosl Comments

Requests for cost amendments have been or ave in the procesu of being
submitted for DOE approval. Work continues on the gasifier front end
engineering costs and the gasifier and Stretford cost amendments.

Erie and McKee project coordinators updated and vevised the cost and
manpower estimates and a Contract Pricing Review meeting was held in’
Hashington, D.C. on June 23, 197¢ presenting the updated vost and
manpower requirements including all cost amendment status. Cost reduc-
tions, deferred expense and Fhase I - Phase II overlaps were items

of discussion. Until these cost amendments are approved and the cost
plan revised, the monthly cost comparison reports will show cansiderable
wariations from the original budget. We are currently utilizing pre-
viously allocated funds but expect that unless additional funding is
approved, & delay in the project schedu..: and a reduction of activity
will occur until amendments are approved.

C. Major Activities

1} Gasifier engineering has proceeded at tne contractors risk. Con-
tract negotiations continue with the £inal rontract expected Lo
be prasented the week of July 17, 1978, A BCI Design Review
meeting was held in the BCY office to review preliminary gasifier
design. The final Design Review meeting was scheduled for July
12-13, 1978,
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Stretford engineering proceeded on schedule under 2 letter
contract agreement, A final Design Review meeting is scheduled
July &6, 1978. :

Foster Wheeler Encergy Corporation submitted a Scope of Gasification
Tests and Table of Inspectior concerming the coal test -~ coal tar,
ash samples. Work is expected to start in August which is past

the starting date originally presented and may delay the environ-
mental schedule. Foster Wheeler is reluctant to process the high
swelling design basis coal,

Environmental Contract, Verhal approval was received on the ERT
contract with a commitment that wriktten approval will be received
the week of July 3, 1978, The contractor agreed to proceed on the
environmental services on that basis,

Atteinment status has been granted by the Minnesota Pollution
Control Board, A fommal request from the State of Minnesota to
the EPA has been submitted and approval is awaited.

Clean Air Act Amendments. Erie is veviewing the DOE interpretation
of the NSP3 requirement affecting the present operating regulations
as pertaining to the construction of the coal gasification plant,

Erie will request further interpretation of this standard from DOE.

Environmental Gost Amendments. Contract cost nmendments have been
submitted to the DOE for approval, It is anticipated that approval
can be received before the end of July, Allocated money will have
been spent and a possible delay in the project schedule could occur,

Site Boring Contract, Soil Testing Services of Minnesota, Tnc.
conmpleted the soil boring work underlined in the contractk, Addi-
tional work is needed in the ash-sulfur dJdisposal arca. These naw
requirements are being defined,

Materizals, Licenses and Agreements

1)

2)

Minnesota Certificate of Need.. Work was completed on the drafting
of the document and the review of the application is proceeding.
Final printing and submission to the Minnesota Energy Agency is
tentatively scheduled for August 24, )

Stretford Engineering Contract, Negotiations are proceeding slowly,
the letter comtract extension to July 31, 1978 for $145,000 was
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approved by the DOE. An additional time extension to the letter
contract to August 31, 1978 is awaiting DOE approval. MecKee is
estimating that the Stretford contract will not be’ approved and
signed before August 31, 1978.

Gasifier Engineering Comtract. Contract negotiations are proceeding
slowly with the contractor very reluctankly agreesing to work Mat
risk" until June 30, 1978, It is expected a contract will be sub-
mitted for approval the week of July 17, 1978. y

Coal Procurement

Initial procurement requisitions were prepared and quotations requested
‘for coal prices for the various coals required by the project, Work

on establishing a supplier of sized coal is proceeding with beth

Eastern and Western coal suppliers., Formal presentation of the coal
study is expected at the next Design Review Meeting tentatively scheduled
for August 4,1978.

JHF :n1a

J. 1. TFatum

- -
K\ Wt
3
PROGRAM DIRECIOR FOR
ERJE MINING COMPANY
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MONTHLY REPORT NO. 7
PERTOD: MAY 1 THROUGH
MAY 31, 1978

A. Project Schedule

Ducing May the project was essentially on the revised schedule. Approvals
for sub-contracts, although delayed, did not affect schedule performance in May
as pre~contract arrangements with major sub=-contractors allowed project work to

roceed. .

P We anticipate that unless the outstanding envircnmental contract is ap-
proved by DOE duxing the first weel of June, some slippgage of environmantal
vork will be incurred as the vendor has not been willing to extend the "at risk"
' pre-contract award agreement past that time.

B. Cost Comnents

A request for cost amendment for general environmental product and by-
product analysis was submitted fox DOE approval.

Work continucs on definition of the pasifier .nd Stretlord front end
engineering and miscellaneous cost amendueats.

Erie has requested that McKee and Erie project coordimators review and up-
date cost and marpowar estimates fox DOE review ir June. Design decisioas and
all project requirements are being revicwed for cost reduations and deferred
expense.

Ve are continuing to utilize previously alloctated .funds until coatract
amendments can be processed by DOE, however, we estimate that additional fund=-
ing will be required in early July to allow project committments to be met and
ensure that project schedule can be maintained.

C. Major Activities

1. Front End Engineering

Parsons and BCL are proceeding satisfactorily with drslgn and engineering
activitles.

General plant layout, procaess [lowsheets and process parameters are being
developed according to schedule,

2. Environmental Contract
Re-negotiation of fee delayed execution of the contract for envirormental
services. DOF consent has been verbally received and the contractor has agreed

to proceed until the formal consent is recéived from DOE during the first week
of June. )
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3. Re-desipnation of "Non-attainment" Status

On May 31 the Minnesota Iollution Control hoard unanimously voted in favor
of Erie's request for re-designation of the Erie plant site area.

Minnesota's formal request to the EPA is expected to be prepared early in
June for submittal to the Governor of Minnesota for his signature and forward-
ing to the EPA.

4. Clean Air Act Amendments

The question remaining ta be resolved is whether construction of the coal
gasification plant will cause EPA or the State to apply a different set of
regnlarions to the existing facilities at Erle, other than those which presently
apply. .

We are currently assessing the effluents anticipated for review by DOE to
determine whether we will exceed the 100 ton per year liwmitations.

5. Environmental Cost Amendments

Request for contract amendments were finalized for cnvirommeutal and
product, by-product analysis. Submission of a request for contract amendment
was made.

As the environmental uncertainties are resolved, il dis appropriate that
the cost amendments for envirommental activitles be processed and the contract
amended ,

A special cost meeting has been scheduled for June 15 to discuss updating
the cost and mappawper plang to reflect current conditions,

D. Materials, Licenses and Agtreements

1. Minnesota Certificate af Need {(COR)

Work contioued on definition and drafting of the application for CON. A
status and progress update report was submitted for DOE review and comment.

Concurrent review of the preliminary draft applicativn is scheduled for
June 30, 1978. Final printing and submission to the Minnesota Energy Agency .
is tentatively scheduled for August 24 {no change at this time).

2. BStretford Engineering Contract

Xegotiations are proceeding slowly and ‘extension of the letter contrzact with
Parsons was requested by lMcKee and submitted to DOE for approval. The existing
letter contvact expired on May 19, 1978, however, Pavsons has continued work
on the project pending DOE approval. '

3. Gasifier Engineering

Contract negotiations are proceeding slowly, however, work combtinued under
the "at risk” pre-contract expense agreement with BCI. HcKee requested and
was granted approval to extend the "at risk" agreement until June 30, 1978.
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E. Coal Procurement

Initial procurement requlsitions were prepared and quotations requested for
coal prices for the various coals reguired by the project.

Work on establishing a supplier of sized coal is proceeding with bath
_ Eastern and Western coal suppliers. :

Design comparisons for sized and unsized coal are proceeding and a prelim-
inary report on the scope of studies was provided at the scheduvled Design -
Review Meeting. Finalization of this study is tentatively scheduled for the
end of June. Formal presentation of the ceal study will be made at the July
Design Review Meeting.

F. Plan for Obtaining Materials, Licenses and Agreerents

Deliverable Items I-F-1 to 5 were submitted for DOE review May 31, 1978,
as provided for in the contract schedule. Plan for ebtaining coal, water,
power, chemicals and plans for use and disposition of products scheduled for
July 31, 1978, were submitted early. Erle considers Lhese deliverables con-
plete as submitted. ) )

Although deliveratles have been completed, monies for coal procurenent and
development of the Certificate of Need application will continue to be incurred
as planned in requested cost amendments {which are being added te the cost and
manpowexr plan).

OgRSTom=

PROGRAM DIRECTOR FOR
ERIE MINING COMPANY

JHF: b
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Monthly Report No. 6
Period April 1 through

A.

C.

April 30, 1978
EXECUTIVE SUMMARY

PROJECT SCHENULE

Rescheduling of activities in March and finalized in April resulted in
extension of parts of most tasks, as shown in the attached schedule.

puring April the project was essentially on the revised schedule.
Approvals for front—end engloeering and other vontracts continued to
affect schedule performance, but delays were minimized by the pre-contract]
arrangenents made with the major sub-contractoxs work on the gasifier.
Stretford and environmental sub-contracts proceeded.

COST COMMENTS

We continue to be concerned that significant costs are heing incurred
based on escalation of engineering cost, new requirements being imposed
by State and Federal agencies, ntw pnvironmental requirements and deslgn
and coal procurement activity related to coal fines handling and dis-
posal. ' :

Requests for cost amendments lLuve heen nubmitted or are in the process of
being submitted for DOE approval.

Until these cost amendments are approved and the cost plan revised, the
monthly cost comparison reports will show considerable variance from
original budget. We are currently utilizing funds previously allocated
and proceeding with the necessary project work until our contract can
be amended as instructed. '

We estimate that seventy five percent of allocated funds will be expended
during June with the finalization of the Stretford and Gasifier contracts.

MAJOR ACTIVITIES

1. Gasifier Eneineering has proceeded at the contractors xisk. Contract
negotiations continued. We anticipate that final drafts of the McKeo/RCI

contract will be available for review early in May.

2. Stretford Engineering. Parsons agreed to entering into a limited
pre-contract expense arrangement to cover the first two weeks of '
engineering until a letter contract could be initinted. A letter contract
was submittad to DOE for approval April 20, 1978. .DOE approval is
expected in early May. The letter contract covers activity from April 12,
1978, to May 19, 1973, (maximum $80,000) at vhich time a "definitized"
contract is expected to be vampleted.




D,

< 1l -
S
e » Monthly Report - April, 1978
& / Erie Mining Company

J@EPﬂsﬁ Coal Gasification Project

DOE Contract ET-78-C-01-2578

3. Environmental Contract. A contract with "cnvironmental research'
was prepared and submitted to DOE for approval and cansent.

The vendor continued to provide limited services at their own risk during
April, but has indicated that they will be unable to proceed mmch farther
unless a gontract can be approved,

4, Re-designation of "Non-attainment Area" and Euvironmental
Uncertainties. Erie's contractor completed the Air Dispersion Study I,

and Erie submitted an application to the PCA for re-designation of the
Exie site, Wearing of our request originally scheduled. for April 26 has
been delayed by the PCA until May 30, 1978, We continue to feel confi-
dent that the results of our study and the data produced will provide
the PCA with grounds to request the EPA to re-designate the Erie site

to an "attainment area.'

DOE was requested to provide clarification of the uncertainties raised
by the Clean Air Act Amendments, The question remaining to be resolved
is vhether construction of the coal gasification plant will cause EPA
or the State to apply a differont scet of regulatlons to the existing
facilicies at Erie other than those which presently apply.

5. ' Environmental Cost Amendments. Request for contract amendment of
$170,000 to comply with Clean Air Act fmendments was subwmitted mid-
month for DOE final approval.

General enviromnmental and by-preduct analysis amendments are being
finalized and are expected to be submitted for DOE approval in May.

MATERIALS, LICENSES AND AGREEMENTS

1. Minnesota Certificate of Keed (CON). Work continued on definition
and drafting of the application for CON, Erie pariicipated in hearings
in St. Paul, Minnesota, and offered testimony relative to several
suggestions/questlions which were rrnised during our review of the
certificate detail.

Completion of a draft document for veview is scheduled for June o, 1978,
with £inal printing and submission to the Minnesota Energy Agency
tentatively set for August 24 (when the rules become effective).

2, Air Dispersion Study i. This contract was initiated, work
completed and report issued during the period,




-
AL
/& %3‘&\
\ Monthly Report - April, 15978
\Co 3 Erie Mining Company
\_Q!Pﬁ%' Coal Gasification Project

E.

DOE Contract ET-78-C~01-2578

COAL PROCUREMENT

Preliminary plans for acquiring coal and sampling requirements wexe
issued as Technical Reporr #4 on April 28, 19%78.

We are continuing to evaluate the various coals refervnced in this
report for marketr availability and cost comparisoms.

Gasifier and coal handling desige worlk has been sigrificantly increased
by the lack of available sized coal at commercially attractive prices,

Design comparisons are proceeding for sized and unsized coal. We expect
a preliminary report of our studirs at the scheduled Design Review
Meeting in mid-May.

J. H. Fatum

Program Director for
Erie Mining Company

JHF : na
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Monthly Report No. 5
Period: March 1 through

A.

March 31, 1978
EXECUTIVE SEMARY

PROJECT SCHEDULE

Considerable effort was expendad reviewing and rescheduling activitier
vhich have been dzlayed due to our inakility to proceed with subcun-
tracts for Front End Epgineering. XRe-scheduling of some parts of
Tasks 1, II, XII, and V 15 required, Time seeking approvals, addi-
tional envirommental review and subcontractor reiuctance to proceed
at thelr owyn risk until a contract has been definitized were the
principle reasons why these activities were delayed.

COST COMMENTS

We are concerned that significant cost iuncrcases in Phase T will be
incurred due to escalation of engineering costs and new requirements
being imposed by both Federal and State agencles. Continual changing
and addition of new environmental requirements have contributed to
possible delays in project schedule and necessitated considerable de-
sign changes, Review of new requircements has been a continual task,
since the commencement of Phase I, znd was never anticipated prior
and during our contract negotliations.

As ¢ result, we are currently projecting that Phase 1 expensas could
be increasod from $2,2 miltion to $3.8 million, an Ilnerease of appro-
ximately $1.6 million unless measures can be taken to halt changes
and firm up the envirommental guidelines and other regulations,

During January, February and Maxch of this yeur, as the project pru-
gressed, DOE was notified of projected cost increases iIn the following
areas:

Gasifier Front End Engineering (ERDA-65) $ 446,912
Stretford Front Erd Engineering (ERDA-82) 25,000
MEA Certificate of Need /ERDA-B3) . 175,000

These estimates have been:further updated since that time and are
currently estimated at $855,000, Reductions in work definition have
already beer made ta meintain the current cosls cstimated, -

Review of new envirommental requirements and regulatery agency actious
which were promvlgated since eontract inception were also reviewed
during this period, . .

Definitive estimates, however, were not, and are not at this date f£i-
nalized. We have not been able, with certainty, to establish the
environmental steps the project must take,.
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As we currently understand the requirements, we cxpect that an addi-
tional $401,000 will be required to complete the Federal Envirormental
Assessment, and the Minnesota Environmental Worksheet,

C. MAJOR ACTIVITIES

1. ©Gasifier Selection: Woodall-Duckham/BCI agreed to proceed with
the Front End Engineering at their own risk until a contract
could be finalized, Several weeks were required to negotiate
the precontract letter.

2, Stretford selection was finalized and approvals received from
DOE. Negotiations with Parsons were initiated. DParsonps at
month-end was hesitant to crter into a preconliacl arrangeaent
at their own expense,

3, New environmental requirements continued to be outlined, and
integrated into the degign hasis.

Although we have reviecwed these new regulatory requivements |
which were promulgated sinee contract inceptivn, we have not
been able to yrovide a definitive csvimate. Review of new
requirements has been a continual tas» since the commencement
of Phase } and was never anticipated to be so cxtensive, We
have not been able, with certainty, to establish the environ-
mental route the project must take,

As we currently understand The Clean Air Ack, we expect an
additional $170,000 will be required to produce the Federal
and State Envirommental Worksheets and Assessments called for
in our contract. The above estimate assues that we will be
successful in getting EPA to revise its designatien of the area
as a "non-attainment area" for total suspended particulates.
We have requested the MPCA to recemmend to EPA redesignetion
of the area to attainment status and arxe proceeding with the
necessary applications and hearings., If we are unsuccessful
in this regard, we may be faced with serious economic prablems.

At the present time, Erie is in complianceé with all environmental
emission regulations. We have always intended that the design
of the coal gasification plant would be such that the Erie plant
would be able to meet existing environmental emission standards,
The Clean Air Act Amendments of 1977 creates uncertainty with

- ¥espect ta DOE requirements of our contract and EPA policies.

The amendments have ereated uncertainties which have not been
resolved by EPA and we find it impossible to deFine with any
degree of certainty what the applicable regulations might be,
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The question to be resolved Is whether the coastruction of

the coal gasification plant will cause EPA or the $tate to
apply a different set of regulaticas te the existing facilities
at Erie other than those¢ vhich presently apply. Ecomomics
would indicate that if this were to oceur, and such an inter-
pretation were to be upheld, proceeding with this praject, or
any other retrofit project, would not be justifiss at this time
Before Erie can safely proceed with Phase IT ans meet its con-
tractual agreements, DOE should cbtain a ruliny from EPA re-
solving this question, .

We are planning to request that our contract be amended to in-
tlude the costs estimated and that DOR resolve the uncertainty
with respect to DOE requirements and EPA policies,

Erie in the interim will vontinue implementing the new require-
ments as previously instructed to minimize any impacts on project
schedule. We are currently utilizing funds previously allocated
and procecding with novesnary project work until our eentract

can be amended.

D. MATERIALS, LICENSES., AND AGREEMENTS

JHE :na

1.

Minnesota Certificate «f Need

Submission of Form 60%s for contract amendment of $170,000 were
submitted for DOE approval and action. in order to winimize
the impact of these MEA reguirements on project schedule, we
are utiliziig funds presently allocated and proceeding with
definition and necessary project work until ocur contract can
be amended. Erie anticipates that the draft document will be
completed during June 1978 for recview,

Eric/McKee Contract

DOE approval of the McKee contract was obtained,

Financial Aprcements

Payments were made successfully during March for expenses from
August, 1977 to February, 1978,

J. H. Fatum

JANSESS

Progran Dircctor for
Erie Mining Company
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Monthly Repart No. &
Period: Janmuary 30 thraugh

February 28, 1978

EXECUTIVE SGEURY

A,

c.

Contract Deliverables

DOE wag natified February 13 of Erie's selaectlon of gasifier
veunder. The selectlon report was lssued the following week, Woodall-
Duckham was notified February 24th (immediately following DOE approval)
that they were selected. Selection was schaduled for February 3.

The preliminary draft of Envirommental Deliverablas, El, E2, E3
were submitted February 28, as scheduled. Severa'l sections were in-
complete as data could not be obtained from the gasifier vendo: until.
the selection of a vendox was officially announced.

Pzoject Schedule

The project continued during the periocd to be essentially onm
schedule except for those tasks related to the selection .activity,
Some deluy and re-scheduling of some parts of Task I (commercial plamt
design), Task II (demonstration plant design) and Task V-Environmental
is vequired; however, the project completion date of December 31, 1978
is not enticipated to be delayed. ‘

A. G. McKee has been askad te re-schedule the above activities,

A revised schedule is to be prepared for review early inm Mazch,

Cost Comments

The project continues to be operating umder the level budgeted
in the cost plan.

The principle reasons for under expenditure are related to the
selection activity being dalayed and the time required to obtain ap- .
provals for the EriefMc¥ze contract. ) .

McKee has not been able to proceed with letiing sub-coutracts
uatil the Erie/McXee contract is released by DOE and Erie. “The exis-
ting schedule did not anticipate accurately the tine required to allow
both Erle and DOE evaluations and approvals, Both Erie and DOE evalua~
ted and approved the gasifier selecticn on an acceleratad basis, well
under the maxigum times allowed by the contract,

As a vesalt of the aforementionad problems, monies for several
sub-contracts were not expended as originally planmed.
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" b, Major Activities

1.

3,

4.

Gasifier Selection:

Followlug gasifier selection, McKee held 2n fnitial plauaing
meeting with Woodall-Duckham to discuss commencing work om
the project under a pre-contract expense arrangement similar
to the arrangerent Erie enterad into with DOZ during negotia-
tion of the Erie/DOE contract.

Strecford Selection;

The bid conditioning meetings deemed necessary in February:
were held and evalvations were continued. On February 13,
HcKee notlfled Erie of its recommended selection, Backeup
data was submitted to Erie as it became available durinz the
following ten days. Durlng the review of McKee's selection,
the Erie Engineering group requested that vendor plant site
visits be organized to resolve several questions concerning
environmental, process and contractual matters, In addition,
the evaluation committee requested that dMcXes pravide responses
to, (or. request the bidders to provide), a 1list of questions
pertaining to McKee's recommendation.

" Although several weeks will be required to complete Erie's

evaluation, the Erie Management Cowmittes deatermin=d that
adequate evaluation is requived prior to Erie’s selection or
approval of McKee's recommendation,

We anticipate that Erie will be able to make its selection by
March 24, 1978. - '

Demonstration Plant Desipn:

Process studies continued on coal handling, waste heat Tecovery,
site location, water treatment, and retrofit activities were
outlined.

New Environmental Requirements:

Definition of new envirommental Tequirements continued. Impacts
on the Front Engineering Package and other design work were
determined and integrated into the design basis.

Sampling and monitoring requirements for both State and Federal
assessments were distributed for DOE review,. Qualitative daca
requirements were defined for feedstock,plant products and solid/
liquid effluents.
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Solid waste disposal plams were cutlined and engineering
commenced on evaluating various alterpatives.

A review meeting is scheduled in early March in Washington
to review current progress and data requirements,

Minnesota Certificate of Need

Pefinition of State requiremenis continved, Manpower and Cost
Estimates were prepared. We expect completion of Fomm 60's
and support data will be submitrked early in March,

EriefMcKee Comtract

Following resolution of patent and cost/price proposals, McKee -
signature was chtained in early February. DOE approval is pending,

Financial Agreemant

f'Draw Down™ documents were receivaed in the last wesk of February
due to delays in the wmail {possibly due to uzathex diszuption
of mail services). McKee has not been paid due to this delay,
It is expected that Erie will be able to psy Its contractors in
early Mazch,

i.

Comuunication and Approvals

It appsars that some tasks as scheduled do not allow for ada-
quate time for review and approvals. Both the ERIE/DOE and
Erie/McRee contracts allow review periods which are not reflected
in the project task scheduling. Although we do mot foresee
delays in approvals extending the project completion date of
December 31, 1978 at this time, we have extended several activities,
We expect the extent of re-scheduling required will nmot be com-
pletely known until late March when the gasifier and Stretford
Front End Engineering timetable will be known.

J. H. Fatum
PROGRAM DIRECTOR FOR
- ERIE MINING COMPANY
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Monthiy Report No. 3
Period: January 1 through

January 29, 1978

EXECUTIVE SUMMARY

A,

Contract Deliverables

Quarterly and Annual reports for 1977 were delivered and the project
menual was issued to all project personnel,

Project Sche:dule:

The project continued during the period to be essentially oa schedule,
Milestone #4, Site Data Collection and Evaluation was completed as
scheduled. Major blizzards and emergency conditions resulted in
disruptions of communications and caused delay in preparation of
monthly, annual and quarterly reports. Selection activities were
similarly affected.

In order to mimimize slippage in the tasks related to the selection oi
the pasifier, Erie reviewed and evaluated the vendor proposals on an
accelérated basis. .

Seleckion Timetable

schedule i)ata

Activity Oripinal Actual*

1, Selection Package Preparation Sep. 5 - 30 Qet, 3 - 28

2. Imspection Trip Sep. 26 ~ Oct, 21 Cct. 27 - Nov, 19
3, Inquiries sent to vendors Sep, 26 : _Nov, &4

&, Vendor inquiry meetings !;:arly Nov. Eaxly Dec,

5. Responses from vendors Dec, 6 " Jan. 6, 1978

6, Vendor response meetings Early Deec, Jan, 23, 24, 25
7. Gasifier selection Feb, 3 Feb. 13

. Selection was made February 13, considerably ahead of our previously
estimated selection date of February 28 (January Oral Meeting).
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Cost Comments

The project continnes to be operating under the level budgeted in
the Cost Plan. )

As in December, storms, blizzards and emergency conditfions yvesulted
in disruptions to planned activities. Over four full working days
were lost during the period, :

The resulting delays in communications, etc. retarded Accounting and
prevented worle from being completed at the levels budgeted.

puring February, we expect to “catch up" these activities and costs,

Due to problems in "Billing” and ticketing from the gasifier selection .
trip in November, all charges have mot been submitted. We expect
to have these travel charges bocked in February.

Major Activities

Work continued on the major tasks scheduled for the period including:

Task J. Conceptual Design

a. Gasifier Selection.

Inquixy responses were received, from the gasifier suppliers
Januazy 6th; however, were not completely submitted until
January 20. Meetings were held with each vendor following
review of their proposals to clarify or request information .
which was incomplete. Responses were received up to the end
of the month. In order to minimize possible delays, Erie,
MeKee and DOE reviews were simultaneous. .

b. Stretford Selection.

Selection of the Sulfur Removal System continued and quol:ations‘
wera received and bid analysis started. As with the pasifier
proposals, “Bid conditioning" meetings were deemed necessary
and scheduled for early February,
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Task II. Demonstration Plant Basign

Process studies continued on coal handling, waste heat recovery,
compressor sizing and site location. Some initial work on waste
water trestment was started. The use of the existing Erle burner
‘was evaluated and a preliminary draft of the burner test program
issued for comméent.

Task IV. Site Evaluation

The plant site - subsurface axploration bid tabulation and procurement
package was submitted to DOE for approval.

Task V. Environmental Amnalysis

During January, preliminary drafts fer environmemtal assessment work
for Section 3 (Existing Environmental Setting) were distributed for
review and comment,

Data collection continued during the report period and preliminary
drafes of the process and related sections were further refined.
The Ambient Noise SBurvey was finalized and bids sent out for quota-
tion, ;

New Environmental Requirements

The timing and costs which might be incurred with some of the impacts
of the new Federal and related Stake requirements were reviewed and
defined.

There are several issues which could affect the project but have not
been defined or quantified, particularly whether BErie is mot in a
"non-attainment area" and the detall level of data required to indi-
cate that the gasification plant will comply with the prevention of
significant deterioration rules. Definition of these areas continues,

Gasifier Front Fnd Package Specifications were modified to include

our current understanding ¢f the potential impacts of these new
requirements, JItems such as a "“dispersion modelling ‘study™, coal, -
and plant product analysis requirements have been cvaluated and defined

We expect our preliminary review and recommendations to DOE will be
available by late February.
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Task VI. Materials Licenses and Agreements

a, Minnesota Certificate of Need.

The new requivements were evalvated and submitted to DOE with
our recommendations. WDOE approval was received, and we are
proceeding with preparations for the Certificate of Need and
contract modifications, .

b. _The Erie/McKee contract was delayed due to interpretation of
patent provisions, The contract was not signed as anticipated.
Erie has given an extension of funds on the curtrent letter agree-
ment to cover McKee's activities until the end of February, anti-
cipating contract approval at that time. We expect the contract
to be signed in mid-February,

c. Financial Agreements
The banking agreement was finalized by all parties; however, the
documents €o allow use of the special aeccount have not been
received, No"Draw Down" has yet been eflected,

Task X. Project Management

a. Eatvly Report Dates

A review meeting was held in“Washington to discuss DOE re-
quirements., Erie requested clarification of DOE requirements
at that time.

b. Praocurement Procedures

A procurement package containing our Interpretation of contract
requirements was submitted by DOE for review. Approval require-
ments were discussed at a meeting held in Washington, und pre-
paration of a draft approval cycle for all contracts was outlined,
We expect to formalize this procedure next month.

J. }ll. Fatum

PSS —

PROGRAM DIRECTOR FOR
ERIE MINING COMPANY
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December 31, 1977

A.

C.

Contract Deliverables

The Consolidated Management Plan, Employee Health and Safety Plan, and
associated correspondence werc prepared for delivery January 4, 1978 per
the deliverable schedule.

Project Schedule

The project continued, during the reportfng period, to be essentially on
schedule. Costs were slightly lower than anticipated due to the Holiday
period and vacations. Snow storms, prevenmting travel and resulting in some
staif absences further affected costs. These problems did not affect our
2hility to prepare the required deliverables and work continued on the majory
tasks scheduled for the perdod including:

Task 1. Conceptual Design

Task 2. Demanstration Plant Design

Task 4. Sitc evaluvation

Task 5. Environment Analysis

Task 6. Materials Licenses and Agreements

Task 10. Project Management
Major Activities '

1. Task 1. — Conceptual Design

a. Selection activities

Following issuance of inquiries to the gasifier and Stretford
vendors, basic process definition continued. Anticipating questiloms
from the vendors on the inquiries , meetings were scheduled with
each vendor to discuss and define subjects which could require

further elaboration. Meetings were held and responses to all vendotl
questions were formally returned to lall competitors. .

2. Task 2 - Demonstration Plant Design’

Process trade-off studies continued on coal handling, heat recuperation,
compressor sizing, site location. Preliminary drafts of the studies

will be uvailable for review early next month.
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Definition of coal requirements and preparation of the detailed design

basis for the plant comaenced.

The "Site Model" was completed except for the "legends" and gasificatior
section insert. The model will be used in its current form, for
environmental presentations and public hearings fox obtaini:ng a
Minnesota Certificate of Need. "

Task 4 — Site Evaluation

The preliminary pla.n.t site -~ sm@surface exploration bids -were
received late ir the month, and evalq.ation is expected to be completed
early in Janvary. It is likely that this will be the first sub-
contract which will require DOE approval.

Task 5 — Environmental Anmalysis

a. Environmental data collection continued during the rapert period
and preparation of fough draft copies of the existing environmental
setting commenced. Evaluation and s:ihedu].ing of the process
related information was completed anticipating submissions by
the gagifier and Stretford suppliers early in January. Initial
reports received on indigenoua flora and fauna (enciangered species)
indicate that there are no unusual envirormental problems in the
site area.

b. New Environmental Requirements

As requested by DOE last month, we have commenced analysis
of the impact of new federal reguiremants,
- Hazardous waste

= Clean air act amendment

In addition, the Minmesota Pollution Control Agency has indicated
verbally their intent to require more detailed évalvations in the
following areas: )

1. Ash disposal (leaching, etc.)

2. Sulfur disposal

3. Coal tranmsport - within State boundaries

4, Coal selection - impact on air quality

5. ¥Fines — impacts on shipment

6. Coal storage runoff
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7. Heavy metals distribution

It is our understanding that these requirements are possibly
more stringent than Federal requirements and will increase the
scope and cost nof this task significantly.

The MPCA has on Deceﬁber 28 also declared the Iron Range a
non-attainment area. The construction of the Casification Plant

could require the total Erie operation to comply as a "“new source

emission."

If the MPCA persists, we expact considerable additional eosts for

compliance studies to meet the mew set of ground rules,

We will, in January,complete review and evaluation of these

new requirements as they become known; however, it is apparent
that additional costs couvld exceed $500,000 should we be required
to comply with all the new requirements.

2.

Minnesota Certificate of Need: New Requirements

Preliminary discussions were held wlth agency persomnel concerning
the proposed Cexrtificate of Need., We. are primarily concerned with
the impact on the project schedule should the proceeding rum its
maxigum time limits. Permits for construction could be delayed
until June 1979 effectively delaying Phase II by six months.

We are and will, in January, pursue early filipg and/or faster

processing of Certificate of ‘Need with the Minnesota Energy Agency.
The McKee/ Erle contract has beesn agreed to "in principle™ and final]
revisions submitted to DOE for approval.

Erie has given an extension of funds, on the current letter agree-
ment to cover activities until the end of January, 1978, antiei-
pating contract approval and execution prior to that time,

Financial Arrangements

The Banking Agreement was finalized and distributed to the Bank
for execution. We will he submittbing executed (Erie/Bank) copiles
to DOE for final processing early in January.
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First payments under the contract and reimbursement to Erie will
follow shortly.
Task’ 10 - Project Manapement

a. Early Report Dates

Initial comments from McKee and Erie site locations were prepared.

Initial evaluations indicate that deterioration of cost control
would result and significant cfxange of both Erie and McKee
procedures is required. Due to the possible cemplex interactions
with cost coatrol and audit procedures, we have been unable to
complete our evaluation in December. Definitive costs will be
provided in January.

J. H. Jatum

Program Director for
Erie Mining Company

JUF:1ih
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Montnly Report No.l
Part A. Period August 17, 1977 through
) Qctober 19, 1877.
Part B. Period Octoder 20, 1977 through
: November 20, 1977.

EXECUTIVE SUMMARY
A. Contract Initlalization

The contract between Erie Mining Company and the Department of
Energy was finalized October 19, 1977. As we have operated under 2
letter agreement with DOE since August 17, 1977, while awaiting con-
tract finallization, we have prepavred this first report tec cover the
period between August 17 and October 19 (Part A) and the period
October 20 to November 20 {Part B) as separate sectlons,

At the conclusiun of the December monthly cut-off date, we shall be |
returning to the normal accounting system schedules as were proposed
and reflected in our contract. '

B, Project Schédule

In general, the project is on schedule within cost estimates, and
vwe feel proceeding in an acceptable manner. Despitc some delay iw I
" econtract signing, preventing enquiries to gasifier supplies being
issued, we hope to remain within the projeclted schedule, provider
vendor response to our inquiries will provide the necessary data for
environmental studies. )

Curreant major activities during the period included:

1. Gasifier Selection

2. Selection Inspection Trip

3. Various Process and Trade-Qff Studies
4. Environmental Assessment

5. Project Organization

Despite the fact that Erie has been on strike since August 1 we
were able to attain union consent to zllow site visits and preliminary
site evaluation studies ave elther completud or well underway. Inmitial
weetinpgs have been held wath both State aul local agencies and
reactions appear very posftive. Our ahllity to begin enviroumental
work in August under letter approval from DUE, has avoided considerabl
delay in data gathering which would have otherwise been delayed until
mid 1978 due to weather conditions. '

C. Majoxr Activities -

1. cCasifier Selection

Preliminary gasifler defirnition and selection activities centered
on issuance of inquiries te the various gasifier and Stretford suppli-
ers. 7This actlvity was planned to be completed prior to the gasifica-
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October 19, 1877.

Navemher 20, 1977.

tion trip to allow vendor response preparation while tha process team
were involved ia the Casifier Selectiom Trip.

Inquiries were issued the first week of November.

Utilizing the imformation McKee and PM had previously developed,
the vendor inquiry responses, and the detailed information zathered
on the inspection trip in South Africa, we should be able to make
our selection of gasifier system in late Februvary or early March as

planned.
2. Selection Inspection Trip

Starring in South Africa, 9 gas plants and various test and re—
search facilities were visited. The reception was excellent and the
various industrial hosts were excentionally cooperative in providing
operating data, technical problem information which incluced samples
of various products and effluents, and waste, for our perusal. The dn~
formation we gathercd has already helped us to improve our basic design
concept and will provide javaluable assistance fn evaluating the
responses from our vendor inquiries, and avoiding potentizl environmer-

tal problems.
3. Process Trade-0f[ Studies

While the process inspection team was overseas, process trade—off _
studies continuved mccording to plan. Progress on coal handling gas
clean-up, site location, and: various materials handling studies were

made. '
4. Environmental Assessment

Data collection, and cnviroomental reviews are well underway. The
project team has establishied the guidelines and standards that are Lo
be used for Phase I activities, reflecting State, local and Federal
requirements as well as ensuring that the standards of the trie multiple

use environmental systems are not upset.

5. Project Organization

Dverall project management structure was finalized and project
staffing is being undertaken as the preliminary cost and manpower -
management plans indicate. ‘

SEE
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Page 4
Estimated Costs:
Fee to State: maximum $50, 000
Cost to Prepare: $50-150,000%

* "Ball park estimate - subject to changes or revisions of
rules by MEA prior to lssue.”™’

F. Deliverables

The attached reparts constitute the delivervables for the period
ending November 20, 1977 as itemlzed in the contract schedule,

M=

J. H. Tatum

Progran Director for
Erie Xining Company
Pickands Mather and Co.,
Mansting Agent

Coal Gasification Project
DOE Contract ET-78-C~(1-2578
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lfﬁ . Tourth Quarter
g Period: October 1, 1978 -
e pecewber 31, 1978

EXECUTLVE SUMDIARY

A. Contract Deliverahles

The following contract deliverables were completed during the fourth
quarter, 1978:

1. Plant Scale Model
2. Plant Site Model

3. Environmental Assessment Statement - Draft

4. McKee/BCL Subcontract

5. Technical Report 56, Pot Crate - Low BTU Gas Firing Tests
( 6. Monthly Oral - September and October

7. Monthly Reports - September, Octcher, November

8. Quarterly Report - Third Quarter

9, Fiscal Year 1978 Report
10. Erie/DOE Contract Cost Review Meeting ~ December 12, 1973
1l. Erie/DOE Project Meuagement Meeting — December 13, 1978

12. Casifier Front End Engineering Preliminary Design per
revised contract schedules

N | 13. TInitizl Risk Analysis Evaluation

14. Tirst lssue ~ FEngineering Flow Djagrams

}E : 15. Second Issue - Engineering Flow Diagrams
Py

16. Demonstration Plant Design and Economic Evaluation - Phase I

17. Commercial Plant Design and Economic Evaluation - Phase I < %L

e Gribestong

o

N Ik S 1)
-v

£ T




o — -_— bt et s r————

RS
<%
Quartoerly Report

o 3 Ecie Mining Company
Oy pwd Coul Gasificatlon Project
POE Contract EW-78--C-02-50606

Project Schedule

The project schedule experienced major delays in contract deliverables
in the month of August due to Subcontract negotiation difficulties.
Stop work notices from the Casificr and Stretford Yroat End Engiceering
subcontractors continued to result in schedule delays for October.

The Gasifler front end engineering subcontraet with BCL was finalized
on October 27, 1978. August deliverables were obtained the week of
Kovember 6 for McKee, Erie assessnent.

During the month of November, it was jointly agreed by DOE and Erie
Project Management that Phase I activities would be limited to the
essential activities required to re-define Phase L deliverables and
establish schedule and cost estimates to provide the necessary cuta
for Erie's economic assessment of project goals. The activities as
re~defined would include the deternination and evaluation of poceatia:l
capital and operating cost reductiorns, and efforts naximizing the
activiries necessary to complete essential deliverahles in order to
minimize further conrractual delays and unnecessary Phase I costs.

Subsequent to the completion of the McKee/BCL contracty negotiztions,
activities have been iIntensified with the ECI front end engineering
design im order to effcct completion of the pasifier -ngineering
package. Projected delivery of all BCI subcontract deliverables is
scheduled for the weelk of January 19, 1979.

NcKee issued a schedule for the cost estimates and econvnic data, which
were originally scheduled for October 1, 1978, reflecting delivery on
Dzcember 1, 1978. The cost estimate and economic data which delivered
at that rime, will not include a definitive estimate from Parsons but
will include McKee's "best estimate” of Stretford capital and operating
costs for sulfur removal. .

The MeKee/Parsons subcontract negotiations have not been completed
resulting in the contlnuance of the Parsons stap work order. The project
activities have been contlnued with the realization that Parsons
deliverables wiil not Le included until contract nepotiations are
finalized.

McKee issued a schedule for completion of the Design Manuals on

January 29, 1979. 'The pasification front end engineering, as. included
in the design manuals will be reviewed in detail before Phase Il
engincering proceeds. The design manuals will uwot include any Stretford
materials precluding arrival at an acceptable subcontract with Parsons.
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Erie review of the Demonstration and Commercial PMlant Feonomic
Evaluations was initiated after Mchkee distributed the documents on
Decomber 8, 1978. An economic presentation of the plant design

to the DOE is scheduled for January 19, 1979.

€. €Cost Comments

An Erie/DOE Review was held at Erie-Cleveland on October 25, 1978 for

the purpose of assessing the econcnic goals of the Coal Gasification
Projecr. Erie svbmitted communicstion LADA-288, dated October 6, 1978,
reflecting Eric's concern with increasing project custs due to
engineering and cost estimating delays. Proiect viability was questioned
based on current cost trending reports and projected project delays.

Rased on ERDA-288 and discussion at the Cost PReview Meeting, Erie
recommended that Phase I activities be limited to cowpleting Tront

end engineering subcontracts and finalizing & preliminary cost estimate
for the week of December 11, 1978.

L A work suspension notice will nutify MeKee of the Crie/DOE intention
of maxinizing effart tuvward the cont estimate and wminimizing Phase I
expenses to the Governmout.

The Strecford cost amendment in the amount of $139,400 and the
Miscellaneous cost amendment in the amount of $543,148. including the
Schiedule Extension ($315,813), Overhead and Fringe ($114,764) and the
Coal Fines Handlinp ($114,571), were submitted For DOE approval.

Approval was received by Erie Mianing Company for allocated funds in the
amount of $3,999,981 far expenditures as requested in the Erie/DOE
contract cost amendments and as authorized by the DOE. Subsequent
Erie/HcKee contract modifications were issued allocating a total af
$2,8{(.0,940 for projected McKee expenditures and costs for Phase I.

The Erie/McKee contract modifications include the following:

1. 500-ME-0O1 $60,000 wirhdrawal to Erie for subcontrackt revisions.
2. 500 ME-02 §526,248 Gasifier Front End Engineering.

3. S00-ME-03 599,961 General Fnvironmental; Certificate of Need,
Clean Air Act.

4. 500-MFE-04 $251,860 Schedule Extension to Octnhef 31, 1978 and
Coal Fines Handling.

5. 500-ME-05 $96,844 Salary rale revision and overhead rate revision.
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Subsequent to the approval and untification of the revised scope of
acrivities, developed on Octobry 25, 1978 hy Eric and DOE for Phase I,

an Erie/ODE Cost Roeview meeting was lheld at friz-Cleveland on Decewber 12,
1978 for the purpose of reassessing project economic goals and related
sctivities.

Under the terms of the present contract as revised, project funding is
adequate and is projected to be within bhudget.

DP. Major Activities

1. Casifier Front End Engineering.

In Octoher Erie continued to review and comment on engineering
materials released by MeKes but major activilies were slowed down

due to the work stoppages of the Gasifier and Stretford subeontractors.
Project deliverakles were nut reecived and as a risult, engineering
deslizns have been delayed which will result in cost estimating

delays and ultimately project schedule delays.

1n Ruvember BCI forwarded partial deliverables to HeKee for the
front end cngineering of the gasilicr. A process, P & 1D and
layout review was held at BCl on November 21-22, 1978. A sticrev
design presentation was given to Eric-MeKee on MNovember 28, 1978,
Erie review of the pasifier desizgn data to be included in the cout
estimate and submitted for preliminary design approval is being
evaluated.

The gasifier front end englneering preliminary design package is
projected for completion January 19, 1979.

2. Foster Wheeler performed the gasifier testing of Rosebud coal.
A coal and bottom pan ash sample were sent to the Southwest Reseaxrch
* for onalysis. The gasifier testing of 15 tons of coal did not
produce cnough tar and oil fer sample analycis.

3. The United States Environwental Protection Agency changed the
neon-attalnment status of Eric Mining Company to attalmment with
notice in the Federal Register Voluwe 43 Number 1%4 on Thursday,
October S, 1978, pages 45997, 45998.

4. Technical Report #6, Pot Grate - Low BTU Cas Firing Tests, was
issued confirmirg the combustion of low BTU gas would have
minimnl metallurgical effects on pellet induratlon.
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Project goals relarive te management, technical and economic
activities vere discussed at an Frie/DOE Project Management meeting
December 13, 1978, Activitics are scheduled to maximize efforts
to r. lize the engineering, technical and economic information
necessary to assemble and complete a design package for evaluation.

Environmental activities have concentrated on the Eavironmental
Assessment Sratement Draft which was issued for DOE review
November 28, 1978.

Activicies continued on the Design Manuals for the Demonstration
and Comnercial Plants as well as the Fnpineering Specification
book. These documents are scheduled for completion and distribution
on January 19, 1979.

The McKee Economic Fvaluations for the Demoastration and Conmercial
Plants were distributed and reviewed in Decesber. Formal presentation
is scheduled on January 19, 1979.

E. Materials, Licenses and Agreement s

McKee/BCI Subcontract - Gasifier ¥ront End Englnecering

Negotiations were completed in October and Lthe contract was approved
by the DOE amd Frie.

McKee/Parsons Subcontract - Stretford ‘Front End Engineering

Nepotiations with Ralph M. Yarsous concerning the Helee subcontract
and the Erie/Parsons sublicense agreement were not finalized.
Further negotiations have been cancelled pending agreement: to
proceed ta Phase IL of the Er ie/DOE Contract.

The Minnesota Certificate of Meed is scheduled for distribution
the week of January 14, 1979 for DOE review. The presentation

of a [inal Certificate to the Minnesota Energy Apency is contingent
upon the decision by Erie and the DOE to proceed. to Phase 1L of the
contract. )
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Status af 'hase | Subvontracts

Contract

Humber Ttem Skatus
004 Site Exploration | Complete
008 Noise Survey Conplete
ool Fauna Survey Complete
po2 I"lora Survey Complete
003 ndr Disparsion 1 Complete
007 Air Disperuion Ti Cancaelled
010 Printing Services 1n I'rogress
00l1.2 Front End Engineering/

Mclkee In Progress

005 Environmental Hesearc’ In Frogress
006 Coal 0ils~FUEC Complete
011 Site Exploration I1 Cancelled

Project Managemant

Frocurement Pracedurcs. The Meilee Propesed Procurement Procedures

wore fasued in June for Erie 0 approval. The dncument is curyently
under review and approval is requested. Erie Procurement Procedures
werry subritted e DOE ecarly in the second quarter asd have not beed
approved.,  Eric cennot finalize its approval of the Nekee procedures
until such approval is received. Project, Suhcontract, Equipument

and Materials Procurcment Procedures will be innluded in the

Pruject Manual approved.

New Requirements

The 10 Cade of Federal Regulations, Section 711, which concerns

the release of proprietacy data to the public continues to be re-~
viowea and cvaluated. Erie's roecommendation will be available when
the Government has completed and submitted its review for comment.
The current new contractual language being doveloped for the Parsons
and BCT subcontracts will require close coordination with these new
reguirements.

The Best Available Contrel Technology - New Source Pollution Standard
decision on the regulations applicable to the existing plantsite will
require a combustion pas stack analysis from the current operaticn

te present to the DOE-EPA for Jiscussion of the effects of the coal
pasification plant on the existing plant enissions.

J. H. Fatum

YRG N

PROGRAM DIRECTOR FOR
ERIE MINING COMPANY
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3 Quarterly Report
L] Period: July 1 - September 30, 1978

EXECUTIVE SUMMARY

A. Coatract Deliverables

The following were completed during the third quarrter, July 1 -
September 30, 1978:

;;51 1) Gasifier - Preliminary Fromt End Enpineering Design, July 31, 1978.
E:; 2) Stretford - Preliminary Front End Engineering Design, July 6, 1978.
3) Site boring Report I, July 1978,

4) Waste Water Treatment Reporr, August 1978.

5) Deripn Review Meeting - Third Quarter, Augusi 1978

6) Coal ilandling Trade Off Study, September 1978.

1) Monthly Oral t-k-eting_s, July, sugust, Septenber,

B) Monthly Report, July, Augusi, Septeinber.

9) Quarterly Report - Second Quarter, July.

B. Project Schedule

Pl e, T

The project continued on the revised schedule in the month of July.

A changeover in contract and funding responsibilities from the
Washinpgton, D.C. Operations Office to the GChicago Operations Qffice
resulted in a two week hoid on Air Dispersion 11, 8eil Boring I1I,
Caal vil-tar-ash sampling, »nd MEA printing until respansibilitien
were defined and assigned by the DOE. McKee was notified on July 14,
1978 by BCT of a work stoppage which stated BCI was no longer wilting
to work "at risk™. Casifier Front End Engineering preliminary de-
sign was issued to McKee July 31, 1978 but no retraction cf the

work stoppage has occurred.

2}

. Parsons notified McKee on August 16, 1978 of a work stoppage xe-
sulting from approval delays of the Parsons/McKee Subcontract by
Erie/DOE, The project schedule expericnced major delays in contract
deliverables due to the BCI, Parsocns stop work notices. .

<o

. yC
T e e
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Subcontract negotiations and approvals are not finalized as of
this writing. The extent of the schedule delay will depend on
the length of the engineering delays incurred., The assessment
of schedule delays will continue until the m2jor subcontracts
are finalized,

Listed below are major deliverables not complete as of scheduled
date September 29, 1978:

1) Cost Estimate

2) Demonstration Plant Recommendations

3) Demonstration Plant Process Description and Rationale
4) Phases II and 1II Current Working Estimales

5) Demonstration Plant Environmental Analysis

6) Econcmic Re-asgessment of Demenstration Plant

7) Economic Re-assessment of Commercial Plant

8) Procurement Schedule of Long Lead Items,

Cost Comments

Following a review meeting with POE-Clevelard and IOR~-Chicago
Procurement personnel and in accordance with requests from the
Chicago Operations Office, revised cost pricing proposal amendments
of the Clean Alr Act, Certificate of Need and the General Environ-
mental were issued on July 20. 'The Gasifier Cost Pricing Propasal
Amendment was submitted to the DUE on July 25.

The amount of funds committed to the project totaled the allocatad
project funds of $2.2 million the week of July 24, 1978.

Approval was received in August for an additional $255,200. The
approval of these funds increased the total contract comnitment tao
$2,455,200,

Approval of funds allotted in Phase I were received September 1, 1978
from DOE in the amount of $681,600 increasing the total Erie/DOE
contract commitment to $3,136,800. ‘The $681,600 were received as
uncommitted funds to be allocated for the project. Further approvals
on Scptember 28, 1978 of funds in .the amount of $518,858 and $344,323
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increase the total contract comaliment to $1,991,98L. To be
included in the §518,838 is the approval of the General Environ-
mental - Product and 3y-Product Cost Pricing Amendment ($247,B853)
and an uncommitted amount of $271,000. Approval of the Clean Air
Act and Certificate of Need Cost Pricing Amendments for the addi-
tional §$344,323 is funding for final covironmental approvals vhich
is fully reimbursesble to the contractor by the DOE.

Erie Mining Company continues to be concerned that significant eost
jncreases are being incurred due to escalation of engineering costs,
new requirements being imposed by Federal and State regulatory
agencies, new environmental requirements, design, coal procurement
activity related to coal fines handling and disposal, and schedule
esxtension resulting from subcontract procurenent and funding delays.

Major Activities

1) Gasificr Front end enpineering proceeded at the contractors risk
until July 14, when a work stoppage was Issued hy BCI to McKee.
BCI did present July deliveradles to McYee bub stated that no
other deliverahles would be issued until suitable financial
arrangements could be made. DOE approval of the BCI subcontract
and outstanding contract amendments are mecessaxry {for the payment
of BCI invoices. A BCI Preliminary Design Review Meeting was
held on July 12-13, 1978 in pPittsburgh. Yowever, documents were
not released for detailed review until July 31,

2) Stretlurd front vnd engincering proceeded on schedule until the
August 16 work stoppage notice. The Parsons subcontract letter
agreement was extended to August 10, 1978 by DOE approval. A
Parsons Design Review Meeting was held July 6 in the Pasadena
office for review of the Stretford design for cost estimating
Pu tposes v

3) DUE approval of the Enviroamental Research Technology contract
was received in July.

4) An Environmental Review Meeting was held August 18, 1978, in
Fort Collins, Colorado, at the Tacilitics of Ecology Consultants,
Inc. for the purpose of discussing all outstanding environmental
matters. The envirommental schedule was set with data and re-
parting responsibilities outlined.

5) An Environmental Frogress Meeting was held with DOE, McKee,
Southwest Research Institute, Ecology Consul;ants Inc. (ERT)

h om




Quarterly Report
Erie Mining Company

"‘Uwqp;§§> Coal Casification Project

6)

7)

8)
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10)

11)
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and Erie at thz DOE facility - Chicago on September 12, 1978
for the purpose ol assessing envivonmental progress and fi-
nalizing the schedule of environmental zctivities.

Engineetring and Socio-economic related informat:on wWas gathered
for the Environmental Assessment Report. Activity is expected
to continue throughout October. A preliminary draft is expected
to be released December 1978 for comcurrent reviews,

Delays were experienced in the Foster Wheeler coal-oil-tar-ash
sampling program scheduled for third quarter completion. De-
lays were attributed to equipment commissioning problems, vaca-
tion schedules and persomnel changes in August, In September,
Foster Wheeler notified Eric Hining Company that the condition
of the Rosebud coal to be used for gasifier startup and testing
had deteriorated apprecisbly. FErie agreed to arrange for a mew
supply of sized Rosebud coal to be delivered to Foster Wheelex
{at Foster Wheeler's oxpense) for startup. Coal delivery is
expected the week of October 2, 1978.

The Soil Borimg Report I was issued iIn July. McKee is basing

cost estimates on report results. The Seil Doring IT Contract
for additional site work ab the sulfur and ash waste disposal

area is cxpected to be released in October.

The Waste Water Treatment Report was issued in August comparing
the capital and operating costs of a biological treatment system
with an oxidative incineration Lreatment systim.

The second Design Review Meeting was held August 29-30 at the
offices of the DOE Cleveland. The purpose of the meeting was
for project techunical review, Comments were solicited from
participants on the technical presentation handout,

The Coal Handling Trade Off Study was issued Geptember 20, 1378,
The results, conclusions and recommendations pertaining to

coai and coal fines handling are presentsd to the DOE for review
and comment.

The study set the design basis for western coal at 1400 TN/DY
with the assumption that all western coals will be briquetted

and the design basis for eastern coal will be s5ized coal received
at the plantsite allowing 1187 TN/DY + 12% Eor fines gemeration.
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A BCI Onsite Familiarization Tour was conducted at Erie
Mining Company July 10,

A DOE Omsite Familiarization Tour was conducted at Erie
Mining Company August 15, 1978.

Formal approval of the change from non-attairment to attaimment
status has not been received from the Federal EPA. Verbal
approval has been received, publication in the Federal Register
is expected in October,

A Coal Casification Progress Meeting was held in the Chicago
facilities of the DOE on September 13, 1978, Participants in-
cluded DOZ personnel - Chicago and washington Operations offices
and Exi: Mining Company. .

Briquetting Study Work Definition was prepared for DOE review
tu assess the scope of work necessary to validate a Coal Fines
Apclomeration Study. The outline was presented to DOE at the
September Monthly Oral, September 26, 13i8.

Modeling activity on the plant design model was inltiared in
Septenber.

Cost estimeting activity on the data to be presented McKee
for Erie Mining Company's participation in Phases IL amnd III
was prepared for review.

Preliminary activities were initiated for Work Breakdown Struc-
ture - Phases II and XII and Reporting Procedures - Phases II
and III. Major activity on these items is expected in October,
November 1978.

The Stretford and Miscellaneous Cost fmendments were prepared
for issue to DOE in October for review and approval,

Air Dispersion II contract arrangements have been finalized
with the contract to be released in Dctubher,

E., Materisls, Licenses and Agreements

)

Stretford Engineering Contract with Ralph M. Parsons and the
Parsons~Erie Sublicemse Agreements are procerding very slowly.
Parsons issued a stop work natice on August 16, 1978. Patent,
proprietary -data and the subliceuse are the-areas of major
disagreement. Engineering deliverables have not been released
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since the stop work notification. Schedule delays have
resulted from Subcontract negotiation and approval delays.
Patent search and verification activities were initiated.

2) casifier Engineering Contract. The BCI-McKee Subcontract con-
tinues to be delayed due to new proprietaxy data requirements
by DOE. The July 14 stop work notice continues to be in ef-
fect and August deliverables have mot been received, Schedule
delays have resulted from Subcontract negotiation and approval
delays.

3) fThe Minnesata Certificate of Need is in final review. WNotice
has been reccived fram the State of Minnesota that a delay is
juminent because of delays expected from the Hearing Office.
Presentation of the CON is now expected to be in November, 1978.

4) DCE approval of the Clean Alr Ast, MEA Amendment - Certificate
of Nead and the Cenerai environmental - Product and By-Fioduct
Amendment was received by Erie in September. DOE approval has
been requested of other outstanding items and is expected in
October.

F. Coal Procurcment and Handlinog

1) Work is proceeding on establishing suppliers of sized coal
for both Eastern and Western coal.

2) Erie presented a proposal to replace a "Western" low sulfur
non-caking coal with an "Eastern" low sulfur, low caking
coal for operational purposes in coal gasification in Sep-
tember, DOE approval is requested.

G. Project Management

1) Procurement Procedures. The McKee Proposed Procurement Tro-
cedures were issued in June for Erie-DOE approval, The docu~
ment is currently under review and approval is requested.
Erie Procurcment Procedures were submitted to DOE early in
the Second quarter and have not been approved. Erie cannot
finalize its approval of the McKee procedures until such
approval is received., Project, Subeontract, Equipment and
Materials Procurement Procedures will be included in the
Project Manual when approved.
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H. Rew Requirements

1) ‘The 10 Code of Federal Regulations, Seection 711, which con-

§ cerns the release of proprietary datz to the public continues _
. toc be reviewed aud evaluated, Erie's recommendation will be g
' available when the Government has completed and submitred its

. review for comment. The current new contractual language béing
Tﬂ} developed for the Parsons and BCI subcontracts will require
close coordination with these new requirements,

2) The Best Available Control Technology - New Source Pollution
Standard decision on the regulations applicable to the existing
plantsite will require a combustion gas stack analysis from the
current operation to present te the DOE-EPA for discussion of

" the effects of the coal pasification plant on the existing plant

Ry emissions, Data gathering for submitral js expected for com=

: pletion in the fourth quarter.

J. H, Fatum :f
(-\ E —\:__-‘ e :\h-. -

PROGRAM DIRECTOR FOR -
ERIE MINING COMPANY

JHF :na :
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Period Ending June 30, 1978

" A.

| EXECUTIVE SUMMARY

Contract Deliverables

The following were completed during the second quarter;

1) The Plan for Obtaining cbal, Water, Powzr and Chemicals.
2) The Plan fox Use and Disposition of Products.
3) The Report of Proprietary Process Licenses,

%) 'The Report of Applicable Comstruction Codes and Ordinances.
5) The Plans for Acquiring Permits and Licenses,

The Monthly Oxal and the Monthly Reports were issued as scheduled,
The first Design Review meeting was held on May 18, 1978. The second
Design Review meeting 1s scheduled for the third quarter.

Project Schedule

puring March and April, a re~scheduling of activities resulted in an
extension of most tasks., The project remainad esseatlally on the

revised schedule throughout the uwonths of April, May and June., Sub-
contract approvals were delayed but work continued. as major subcon-
tractors sgreed to proceed on the basis of precontract arrangements,

The June approval of the envirommental contract allowed the envirommental
vork to proceed without schedule delays. (ERT had previcusly given
written notice that they would not proceed further Vat risk™),

Cost Comments

We continue to be concermed that significant costs are being "incurred
based on escnlation of engineering cost; new requirements being imposed
by State and Federal agencias, new environmental requirements and design
and coal procurement activity related to coal fines handling and dis-
posal.

Requests for cost amendments have been submitted or are im the process
of being submitted for DOE approval.

Until these cost amendments are approved and the cost plan revised, the
cost comparison reports will show considerable variance from original
budget. ' We are curxently utilizing fumds previously allocated’ and
proceeding with the necessary project work until bur contract cam be
amended as instructed. : e
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Erie and McKee projec
manpower estimates and a Cont

Washingtor, D.C. on June 283,
manpower requiremen

puring the first quarter of 19
of projected cost increases. These cos

and curtrently ara:

As a result we are currently projecting that
be increased from $2.2 million to $3,8 million, an increase of §1.6

million,

Maloxr Activities

1)

2)

3)
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’

t coordinators updated and revised the cost and
ract Pricing Review meeting was held iv
1978 presenting the updated cost and
ts including the status of all cost emendments.

78 as wark progressed, DOE was nptified
£ increases have been updated

Gasifier Front End Engineering $526,248
Stretford Front End Engineering $135,000
MEA Certificate of Need $175,000
GCeneral Envirormental $247,000
other Envirommental $306,000

$170,000

Clean Air Act
Phase I expenses could

Gasifier engineering has proceeded at the contractors risk., Con=--
tract negotiations continue with the final contract expected to be
presented the week of July 37, 1978. A BCI design review meeting
was held in the BCI office to review preliminary gasifier desiga,

The final design review meeting was scheduled for July 12-13, 1978,

Stretford Engiveering, Parsons agreed to eptering into a limited
pre-contract expense arrangement to cover the first two weeks of
engineering until a letter contract could be initiated, A letter
contract was submitted to DOE for approval April 20, 1978, Design
and engineering actlvities proceeded on schedule for the quartex
with general plant layout, process £lowsheets and process parameters
being developed. A final design review meeting is scheduled for
July 6, 1978, The Parsons subcontract letter was extended May 19.

Further extension is expected in July.

A contract with Environmental Research &

Technology Inc. was prepared and submitted for DOUE approval, DOE
approval was delayed, however. Verbal approval was received on the
ERT contract with & commitment that written approval will be received
the week of July 3, 1978. The contractor agreed to proceed on the
environmental services on that basis and withdrew his stop-work

notice. -

Enviranmental ‘Ccmtract.l
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1) Minnesota Certificate of Need. Work was completed on the rough
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Coal Tar and Ash Samples. TFoster Wheeler Energy Corporation sub-
mitted Scope of Gasification Tests and Table of Imspection concerning
the coal test - codl ter and ash samples, Work is expected to start

in August which is past the starting date originaﬂy presented and
may delay the environmental schedule. FWEC has not agreed to testing

the high caking coal.

Re-designation of "Non-Attainment Status®. ‘At:t:ainmént status was
granted by the Minnesota Pollution Contxol Board, A formal request
from the State of Minnesota to the EPA has been submitted and

approval is expected during July.

Environmental Gost Ameridments, Contract cost amendments have been
gubmitted for DOE approval as cutlined in Section C. A special cost
meeting was held on June 15, 1978 to update and review these costs,
A Contract Pricing Review meeting was held with DOE oa June 29 in
Washington, D.C. to review the résults of the June 15 meeting,

Second Quarter work has proceeded with the presently allocated funds.
However, it is expected that Lf addirional funding has not been
approved by the end-of July, & possible delay in the project schedule

may occur.

Clean Air Act Amendment. The question vemaining to be resolved is
whether construction of the coal gasification plant will cause EPA
or the State to apply a'different set of regulations to the existing
facilities at Erie, other than those which presently apply. Erie
is reviewing the DOE imterpretation of the NSPS requivement afiec~ .
ting the present operating. regulations as pertaining to the construc-
tion of the coa} gasification plant. : .

Site Boring Contract. Soil Testing Services of Minnesota, Inc. con-
pleted the soil boring work underlined in the contract, Additional
work is meeded in the ash-sulfur disposal area due to ground condi-
tions. Definitfion of the new xequirements. is expected to be complete

in July.

drafting of the document and the review of the application is pro-
ceeding, Final printing and submissien to the Minnesota Energy
Agency is tentatively scheduled for August 24,
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