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1 IN THE HOUSE BY THE RESOURCES COMMITTEE

2 HOUSE BILL NO. 704

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act relating to the disposal of state materials."

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

8 * Section 1. AS 38.05.115(a) is amended to read:

9 (a) The commissioner shall determine the timber and other mate-

10 rials to be sold, and the limitations, conditions and terms of sale.

11 The limitations, conditions and terms shall include the utilization,

12 development and maintenance of the sustained yield principle, subject

13 to preference among other beneficial uses. The commissioner may nego-

14 tiate sales of timber or materials without advertisement and on the

15 limitations, conditions, and terms that are considered to be in the

16 best interests of the state. Within a one-year period, the commis-

17 sioner may not negotiate a sale without advertisement to the same

18 purchaser of

19 (1) [HOWEVER, NOT] more than 500 M.B.M. or equivalent other

20 measure of timber^ [OR]

21 (2) except as provided in (3) of this section, more than

22 25,000 cubic yards of materials; or

23 (3) more than 100,000 cubic yards of materials to a common

24 carrier holding a lease under AS 38.35 [MAY BE SOLD BY NONADVERTISED,

25 NEGOTIATED SALE TO THE SAME PURCHASER WITHIN A ONE-YEAR PERIOD].

26 * Sec. 2. AS 38.35.020 is amended by adding a new subsection to read:

27 (c) The commissioner may provide in a lease issued under this

28 section that a lessee may, with the approval of the commissioner, use

29 materials from state land when necessary to protect state land and

I n t r o d u c e d :  4 / 1 / 8 6
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resources from the dangers or hazards resulting from damage caused by 

a pipeline disaster or emergency. If the commissioner approves the 

use of state materials under this subsection, the materials remain the 

property of the state until the material is sold to the lessee in 

accordance with the provisions of the lease.
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Official Business

Alaska State Legislature
House

Poucli V 
State Capitol 

Juneau, Alaska 99811

TO: H o u s e  R e s o u r c e s  C o m m ittee DATE: April  11, 1986 
me m b e r s

FROM: Rep. S a m  C o t t e n  RE: HB 704

B a c k g r o u n d  f o r  p r o p o s e d  amendments t o  AS 38.05.115 and AS 
38.35

Sec 1- A m e n d m e n t s  to A S  38.05.115

1) T h e r e  has n e v e r  b e e n  competitive  b i d d i n g  o n  m a t e r i a l  sales 
to A S  38.35 (pipeline r i g h t  of way) lessees. DNR h o l d s  an 
iucrion w i t h  one b i d d e r  p r esent and bidding. In m o s t  cases 
rhe l e sse e is the only p a r t y  in a p o s i t i o n  to use the 
m a t e r i a l s  so located.

2) This a m e n d m e n t  wil l result in some savings, per haps a few 
thousand dollars, in notice, p u b l i c a t i o n  and staff costs.

3)Sales o f  m a t e r i a l s  w i l l  b e  able to be e x p e d i t e d  by 
a p p r o x i m a t e l y  60 days, w h i c h  will r e s u l t  in b e t t e r  service to 
the lessees.

4) T h e  a b i l i t y  to n e g o t i a t e  sales of m a t e r i a l  up t o  100,000 
c ubic y a r d s  is c o n s i s t e n t  w i t h  the a ctual needs of pipeline 
lessees. It w i l l  e n a b l e  such  l e s s e e s  to m o r e  a d e q u a t e l y  plan 
and p r e p a r e  for m a j o r  r e n o v a t i o n  and rehabilitation.

5) P o l i c y  is c o n s i s t e n t  w i t h  other s t a t u t e s  t h a t  a l l o w  
n e g o t i a t i o n s  for l e s s e e s  p r o v i d i n g  a p u b l i c  s e r v i c e — p u b lic 
u t i l ities u n d e r  AS 38.05.810 and AS 38.05.075; t hose 
p r o v i s i o n s  a l l o w  f o r  less t h a n  fair m a r k e t  v a l u e  in ad dition 
to t h e  a b i l i t y  to negotiate, w h ile t h i s  p r o p o s a l  r e q u ires fair 
m a r k e t  v a l u e  payment.

Sec 2 A m e n d m e n t  to AS 38.35

In an e m e r g e n c y  situation, this s e c t i o n  a llows m a t e r i a l s  to be 
used to p r e v e n t  r e s o u r c e  damage in sit uat i o n s  w h e r e  there is 
not a d e q u a t e  t i m e  t o  c omply w i t h  sale procedures. If oil were 
l e aki ng i n t o  a stream, any p r u d e n t  o f f i c i a l  w o u l d  a u t h orize 
the use of state m a t e r i a l  t o  p r ev ent d a m a g e  t o  state 
resources, even if it m e a n t  v i o l a t i n g  procedures. L e gally the 
a p p r o a c h  is sound as 1) The m a t e r i a l  w o u l d  still b e  state 
p r o p e r t y  u n t i l  the sale was c o m p l e t e d  and 2) t h e  material, 
once r e m o v e d  f r o m  t h e  ground, is p e r s o n a l  property, not real 
property.
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TO.AS 3 S . 3 5  F i l e  date . 3 / 1 3 / 8 6

FILE NO­

TELEPHONE NO:
M C U V

FROM Frank G. Mielke ' sUBJECT:Ma terials, M^yor 38.35 lessees

Division of Land & Water Mgmt. **

Attached are a report on material used by^Aly.eska-sPipeline Service Co., a lessee of 

state land under AS 38.35. as well as sample maps showing material sites, and 

a letter outling some problems with the^exostomg^25,000 cubic yard limit.

The Operations Material Site Accounting Report, under the column "Total Contract 
Quantity", indicates numerous sales in excess of 25,000 cubic yards. Such sales 
occurring on state land must be done through competitive bidding, The require­
ments of AS38.05.115 which require additional notice, advertising and quction 
expense and time, even though only one party, Alyeska, has ever bid on the 
materials sold in these cases.

In February and March of 1985, pipeline subsidence in the vicinity of Milepost 
200 required 75,000 cubic yards of material to prevent severe environmental 
damage and flow disruption. The pipe had subsided to a dangerous point, and 
the time delays•impsed by statute increased the danger.

The federal govenment has no such requirement for the sale of materials on 
federal land. As more of the land is conveyed to the State, the state require­
ments become more critical.
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June 27, 1983 Letter No. 83-2098

State of Alaska
Department of Natural Resources 
Division of Land and 
Water Management 

4420 Airport Way 
Fairbanks, Alaska 99701

Attn: Jerry L. Brossia
District Manager

Re: ADL 408894
Operations Material Site 53-2

Gentlemen:

Alyeska Pipeline Service Company, Agent for the Lessees of the Trans Alaska 
Pipeline System, entered into negotiated Material Sale Contract ADL 403564 
for 25,000 cubic yards of gravel on August 31, 1981, 25,000 cubic yards 
being the maximum quantity allowable under a negotiated sale to a single 
purchaser in any twelve-month period.

In August 1982 Alyeska's field personnel reported that the 25,000 cubic 
yards purchased under ADL 403564 would be insufficient to complete the 
pipeline workpad repair project between the Salcha River and Shaw Creek, 
and they estimated thac an additional 9,0Q0 cubic yards would be required. 
This amount was requested under a non-advertised negotiated sale, and 
Material Sale Contract ADL 408894 for 9,000 cubic yards was issued Septem­
ber 15, 1982, leaving 16,000 cubic yards available for negotiated sale to 
Alyeska during the twelve-month period from September 15, 1982 to Septem­
ber 15, 1983.

As the workpad repair project neared completion in the fall of 1982, it 
appeared evident thac the 9,000 cubic yards would not be sufficient to 
complete the job. Due to the relatively short construction "window" in 
this area and the high mobilization costs, it was decided to finish the 
repair project and then make a final accounting of material used. At thac 
time it was estimated no more than an additional 16,000 cubic yards would 
be required. This decision was supported by the State Pipeline Coordina­
tor's office.

Final survey cross sections of the material site indicate that 47,391 cubic 
yards were removed and used in the workpad repair project. An additional 
5,940 cubic yards remain stockpiled in the material sice, giving a grand 
total of 53,331 cubic yards mined. When these figures were received and 
discussed with the State Pipeline Coordinator's representative, it was 
decided to take the following steps to "balance the books:"

'211



Lecter No. 83-2098

June 27,1983

Page Two

1. Submit a  final accounting voucher for ADL 403564 indicating that the 
entire contract quantity (25,000 c.y.) had been mined, include the 
necessary payment, and request close-out of the contract.

2. Upon receipt of notification thac ADL 403564 had been closed out, file 
a request to amend ADL 408894 by increasing the contract quanticy to 
25,000 cubic yards, the maximum allowable under a non-advertised 
negotiated sale.

3. After approval of the contract amendment was received, submit a final 
accounting voucher reporting a total of 28,331 cubic yards ultimately 
removed under ADL 408894. The 3,331 cubic yard overrun would be 
accepted as a reasonable margin of error in field quantity accounting. 
Paymenc for the 28,331 cubic yards would be made at the contract unit 
price and the contract closed out.

The final accounting voucher for ADL 403564, including the required payment, 
was submitted to your office in January 1983; however, despite repeated 
follow-ups by our office and the State Pipeline Coordinator's office, 
formal notification of close-out of ADL 403564 has not been forthcoming. 
Because of the requirement to submit an accounting voucher for ADL 408894 
by June 30, we have now run out of .time for processing an amendment to the 
contract and are therefore proceeding directly from Step 1 to Step 3 as 
outlined above.

•
Accordingly, transmitted herewith is a final accounting voucher for ADL 
408894 indicating a total of 28,331 cubic yards mined, along with a check 
in the amount of $13,265.50 which represents the total amount mined at the 
contract unit price of $0.50, less the $900.00 initial deposit. Please 
advise if further will be required from Alyeska in this matter.

Very truly yours,

ALYESKA PIPELINE SERVICE COMPANY

(
Associate General Counsel

ATS:RGB:sks

cc: Bruce Stafford
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OllS JURISDICTION
SERIAL
NUMBER

CONTRACT
EXPIRATION

DATE
UNIT
PRICE

TOTAL
CONTRACT
QUANTITY

QUANTITY 
PAID FOR 
TO DATE 
(FED)

QUANTITY 
MINED 
TO DATE REMARKS

1-1.1 S tate A U L - 2 0 2 0 3 0 0 0 - 3 1 - 9 0 S O . 50 11,000
1-2 S tate A D L - 2 0 2 8 3 9 0 0 - 3 1 - 9 0 0 . 6 5 22,000 •

>-2 S A D L - 2 0 2 8 4 0 0 0 - 3 1 - 9 0 0 . 5 0 22,000
'-1H S A D L - 2 0 2 8 4 1 0 0 - 3 1 - 9 0 0 . 5 0 22,000 9 , 0 0 0

1-211 S A D L - 2 0 2 0 4 2 0 8 - 3 1 - 9 0 0 . 5 0 5 , 5 0 0

1-3.1 Fcderal A A - 3 7 8 7 7 0 1 - 2 9 - 8 6 0 . 5 5 5 , 5 0 0 5 , 5 0 0

1-3.2 Federal A A - 4 7 8 B G 0 5 - 1 8 - 8 4 0 . 5 5 10,000 10,000 1 , 5 0 0 P a i d  - E x p i r e d

1-4 R F A A - 3 7 8 7 8 0 1 - 2 9 - 0 6 0 . 5 5 22,000 22,000
J - 3 . 1 F A A - 3 7 8 7 9 0 1 - 2 9 - 0 6 0 . 5 5 21,000 21,000 1 6 , 8 1 5

■1-0 F A A - 3 7 8 8 0 0 1 - 2 9 - 8 6 0 . 5 5 22,000 22,000
■1-1.1 F A A - 3 7 8 8 1 0 1 - 2 9 - 8 5 0 . 5 5 22,000 22,000 P a i d  - E x p i r e d

5 - 1 R F A A - 3 7 8 8 2 0 1 - 2 9 - 8 5 0 . 5 5 11,000 11,000 2 , 5 0 0 P a i d  - E x p i r e d

G - 3 M F A A - 3 7 8 8 3 0 1 - 2 9 - 8 5 0 . 5 5 22,000 22,000 P a i d  - E x p i r e d

•J-2. 1 S A D L - 2 0 2 0 4 3 0 8 - 3 1 - 0 5 0 . 9 0 11,000 E x p i r e d  - A p p l i e d  

to U o f  A  f o r  n e w  

c o n t r a c t

0-1 pr iva te H / A 0 9 - 2 8 - 8 8 0 . 7 5 2,000 7 4 0 A h t n a ,  I n c .

2-1 P rlvate N / A 0 5 - 1 8 - 8 9 0 . 8 0 3 , 0 0 0 A h t n a ,  Inc.



• O P E R A T I O N S M A T E R  IAI. S I T E A C C O U N T  nit; R E P O R T R e p o r t  Ditto: 

P a y e  2 o f  6

1/20/116

Q U A N T I T Y

C O N T R A C T TOTAI. P A I D  F O R Q U A N T I T Y

SERIAI. • E X P I R A T I O N till IT C O N T R A C T T O  D A T E M I N E D

m i s J U R I S D I C T I O N N U M U E R D A T E P R I C E Q U A N T I T Y (FED) T O  D A T E R E M A R K S

J.l-l P M / A 0 6 - 1 0 - 8 7 0 . 5 5 5 , 0 0 0 4 , 3 0 0 Alttnn, Inc.

27-311 F A A - 3 7 0 B 4 0 1 - 2 9 - 8 6 0 . 5 5 22,000 22,000
J U - 0 F A A - 3 7 0 0 5 0 1 - 2 9 - 8 6 0 . 5 5 3 0 , 0 0 0 3 0 , 0 0 0 2 5 , 6 7 0

JO-311 F A A - 3 7 8 8 6 0 1 - 2 9 - 0 5 0 . 5 5 11,000 1 1 ,0 00 P a i d  -  E x p i r e

J 2 - 0 . 0 F A A - 3 7 8 8 7 0 1 - 2 9 - 8 6 0 . 5 5 22,000 22,000
3 3 - 1 . 1 S A D L - 2 0 2 8 4 4 0 8 - 3 1 - 0 5 0 . 5 0 8 , 2 5 0 T e r m i n a t e d

3 5 - 1 . 2 S A D L - 2 0 2 8 4 5 0 8 - 3 1 - 9 0 0 . 5 5 11,000
3 5 - 2 F A A - 3 7 8 8 B 0 1 - 2 9 - 0 5 0 . 5 5 22,000 22,000 P a i d  - E x p i r e

J 7 - 0 F A A - 3 7 8 B 9 0 1 - 2 9 - 8 6 0 . 5 5 4 9 , 5 0 0 4 9 , 5 0 0 4 , 9 5 0

3 0 - 111 F F - 6 0 9 4 6 01- 2 0 - 8 6 0 . 5 5 22,000 22,000
3 U - 2 F F - 6 0 9 4 7 0 1 - 2 9 - 8 5 0 . 5 5 22,000 22,000 P a i d  - E x p i r e

3 0 - 1 . 1 F F - 6 0 9 4 8 0 1 - 2 9 - 8 6 0 . 5 5 8 2 , 0 0 0 8 2 , 0 0 0 1 2 , 3 8 7

3 0 - 1 F F - 6 0 9 4 9  ■ 0 1 - 2 9 - 8 6 0 . 5 5 11,000 11,000
4 1 -111 S A D L - 4 0 3 9 1 3 1 2 - 3 1 - 9 0 0 . 3 5 11,000 7 7 0

42-311 F F - 6 0 9 5 0 0 1 - 2 9 - 8 6 0 . 5 5 11,000 11,000 3 , 6 3 0

4 4 - l R F F - 6 0 9 5 1 0 1 - 2 9 - 8 6 0 . 5 5 4 1 , 0 0 0 4 1 , 0 0 0 1 3 , 5 8 0

4 0 - 3 S A D L - 4 0 2 4 4 6 1 2 - 3 1 - 9 0 0 . 3 5 5 0 , 0 0 0 1 6 , 8 9 0

53-2 S ADL-408894 09-15-83 0.50 53,331 53,331
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l*ayc 3 o f  6

miy jurisdiction
S K I M  A D  

NUMBKIt

CONTIIACT
E X P I R A T I O N

DATE
U N I T  

Pit I C E

TOTAIi
CONTRACT
QUANTITY

QUANTITY 
PAID FOB 
TO DATE 
(FED)

QUANTITY 
MIMED 
TO DATE

55- 1 S A D L - 4 0 3 9 10 1 2 - 3 1 - 9 0 0 . 3 5 3 3 , 0 0 0 1 6 , 9 9 5

5 7 - 2 P N / A 0 1 - 0 3 - 0 9 0 . 2 5 1 5 , 0 0 0 1 3 0

0 3 - 1 S A U I. - 40 3 9 1 9 1 2 - 3 1 - 9 0 0 . 3 5 3 3 , 0 0 0  .

0-1-2 F F - 6 0 9 5 2 0 1 - 2 9 - 0 G 0 . 5 5 2 7 , 5 0 0 2 7 , 5 0 0 2 , 7 5 0

Ml F F - 8 0 4 5 9 0 9 - 0 1 - 0 4 0 . 5 5 7 , 0 0 0 7 , 0 0 0 6 , 9 0 0

till- lit F (S) F - 6 0 9 5  3 0 1 - 2 9 - 8 G 0 . 5 5 11,000 11 ,0 0 0
t.ll-1 F (S) ' F - 6 0 9 5 4 0 1 - 2 9 - 0 6 0 . 5 5 8 2 , 5 0 0 8 2 , 5 0 0 7 , 3 9 3

1.11-4 F (S) F - 6 0 9 5 5 0 1 - 2 9 - 8 6 0 . 5 5 11,000 11,000 3 , 3 0 0

6‘J - I U F (S) F - 6 0 9 5 6 0 1 - 2 9 - 0 6 0 . 5 5 11 ,0 0 0 11,000 3 , 2 0 0

7 0 - 0 . 1 F (S( F - 6 0 9 5 7 0 1 - 2 9 - 8 5 0 . 5 5 1 6 , 5 0 0 1 6 , 5 0 0

71 -0 F (S) F - 0 0 9 5 B 0 1 - 2 9 - 8 G 0 . 5 5 11,000 11,000
7 1 -I H R F (S) F - 6 0 9 5 9 0 1 - 2 9 - 8 6 0 . 5 5 11,000 11,000 6 , 1 9 0

7 2 - 2 F (S) F - 6 0 9 6 0 0 1 - 2 9 - 0 5 0 . 5 5 2 7 , 5 0 0 2 7 , 5 0 0

7 3 - 1  It F (S) F - G 0 9 6 1 0 1 - 2 9 - 8 6 0 . 5 5 2 7 , 5 0 0 2 7 , 5 0 0 2 , 8 7 0

7I-21IR F F - 6 0 9 6 2 0 1 - 2 9 - 8 6 0 . 5 5 2 7 , 5 0 0 2 7 , 5 0 0

7 5 - 1  It F (S) F - 6 0 9 G 3 0 1 - 2 9 - 8 6 0 . 5 5 22,000 22,000
7 0 - 2 . 1 F (S) F - 6 0 9 G 4 0 1 - 2 9 - 8 6 0 . 5 5 3 3 , 0 0 0 3 3 , 0 0 0

REMARKS

C a s p e r s o n

P a i d  - E x p i r o d

P a i d  - E x p i r e d



0 P E I 1 A T 1 0 M S M A T E R  1 A!. S I T E A C C O U N T I N G R E P O R T R e p o r t  

P a g e  4

(if IS J U R I S D I C T I O N

Si: 1(1 A!. 

N U M U E R

C O N T R A C T

E X P I R A T I O N

D A T E

U N I T
P R I C E

T O T A L
C O N T R A C T
Q U A N T I T Y

Q U A N T I T Y  

P A I D  F O R  

T O  D A T E  

(FED)

Q U A N T I T '  

M I N E D  
T O  D A T E

711-1 F F - 6 0 9 6 5 O 1 - 2 9 - 0 G 0 . 5 5 11 , 0 0 0 11,000 9 , 3 6 2

l'j-2 F F - 6 0 9 6 6 0 1 - 2 9 - 0 G 0 . 5 5 22,000 22,000 1 9 , 3 0 7

112-0 F F - 6 0 9 G 7 0 1 - 2 9 - 0 6 0. 55 1 6 , 5 0 0 1 6 , 5 0 0 2, 1 2 0

0 3 - 1 F F - 6 0 9 G 0 0 1 - 2 9 - 0 G 0 . 5 5 1 6 , 5 0 0 1 6 , 5 0 0 2 , 9 5 3

I1J-2 F F - 6 0 9 G 9 O 1 - 2 9 - 0 G 0. 55 11,000 1 1 ,0 00 1 0 , 2 7 0

Oil-2 F F - 6 0 9 7 0 0 1 - 2 9 - 8 6 0 . 5 5 22,000 22,000 2 0 , 2 3 0

U U - 3 F F - G 0 9 7 1 0 1 - 2 9 - 8 6 0 . 5 5 11,000 1 1 , 6 0 0 1 1 , 5 6 9

0 9 - 3 F F - 6 0 9 7 2 0 1 - 2 9 - 8 6 0 . 5 5 11,000 11 ,0 0 0 11,000
9 1 - 3 . 1 F F - 6 0 9 7 3 0 1 - 2 9 - 8 6 0 . 5 5 1 6 , 5 0 0 1 6 , 5 0 0 1 3 , 2 9 0

9 2 - 3 . 1 F F - 6 0 9 7 4 0 1 - 2 9 - 8 6 0 . 5 5 1 0 9 , 5 0 0 1 0 9 , 5 0 0 6 0 , 7 6 3

9 9 - 1  .0 F F - 6 0 9 7 5 0 1 - 2 9 - 8 6 0 . 5 5 11,000 11,000 5 , 7 5 4

9 6 - 1 F F - 6 0 9 7 6 0 1 - 2 9 - 8 6 0 . 5 5 11,000 11,000 7 , 9 9 8

9 0 - 0 . 2 F F - 6 0 9 7 7 0 1 - 2 9 - 8 5 0 . 5 5 1 6 , 5 0 0 1 6 , 5 0 0

9 B - 3 . 1 F F - 6 0 9 7 0 0 1 - 2 9 - 8 6 0 . 5 5 22,000 22,000 4 , 9 5 3

100- 1 . 2 F F - G 0 9 7 9 0 1 - 2 9 - 8 6 0 . 5 5 11 , 0 0 0 11,000 2 , 8 5 0

100- 2 . 1 F F - 6 0 9 8 0 0 1 - 2 9 - 8 6 0 . 5 5 3 3 , 0 0 0 3 3 , 0 0 0

102-1 F F - 6 0 9 0 1 0 1 - 2 9 - 8 6 0 . 5 5 88,000 8 0 , 0 0 0 2 , 4 1 0

R E M A R K S

P a i d  - E x p i r e d
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P a g e  5 o f  6
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