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O ff ic ia l Business

A laska S taie L egislature
House

P o u ch  V 
Sta te  C a p ito l 

Juneau , A laska  99811

TO: H o u s e  R e s o u r c e s  C o m m i t t e e  
m e m b e r s

D A T E :  A p r i l  11, 1 9 8 6

F R O M :  R e p .  S a m  C o t t e n RE: H B  704

B a c k g r o u n d  f o r  p r o p o s e d  a m e n d m e n t s  t o  A S  3 8 . 0 5 . 1 1 5  a n d  A S  
3 8 . 3 5

S e c  1 -  A m e n d m e n t s  t o  A S  3 8 . 0 5 . 1 1 5

1) T h e r e  h a s  n e v e r  b e e n  c o m p e t i t i v e  b i d d i n g  o n  m a t e r i a l  s a l e s  
t o  A S  3 8 . 3 5  ( p i p e l i n e  r i g h t  o f  wa y )  l e s s e e s .  D N R  h o l d s  a n  
a u c t i o n  w i t h  o n e  b i d d e r  p r e s e n t  a n d  b i d d i n g .  I n  m o s t  c a s e s  
t h e  l e s s e e  i s  t h e  o n l y  p a r t y  i n  a p o s i t i o n  t o  u s e  t h e  
m a t e r i a l s  s o  l o c a t e d .

2) T h i s  a m e n d m e n t  w i l l  r e s u l t  i n  s o m e  s a v i n g s ,  p e r h a p s  a  f e w  
t h o u s a n d  d o l l a r s ,  i n  n o t i c e ,  p u b l i c a t i o n  a n d  s t a f f  c o s t s .

3) S a l e s  o f  m a t e r i a l s  w i l l  b e  a b l e  t o  bo. e x p e d i t e d  b y  
a p p r o x i m a t e l y  60 d a y s ,  w h i c h  w i l l  r e s u l t  i n  b e t t e r  s e r v i c e  t o  
t h e  l e s s e e s .  ,

■■

pgr :

4) T h e  a b i l i t y  t o  n e g o t i a t e  s a l e s  o f  m a t e r i a l  u p  t o  1 0 0 , 0 0 0  
c u b i c  y a r d s  is c o n s i s t e n t  w i t h  t h e  a c t u a l  n e e d s  o f  p i p e l i n e  
l e s s e e s .  I t  w i l l  e n a b l e  s u c h  l e s s e e s  t o  m o r e  a d e q u a t e l y  p l a n  
a n d  p r e p a r e  f o r  m a j o r  r e n o v a t i o n  a n d  r e h a b i l i t a t i o n .

5) P o l i c y  i s  c o n s i s t e n t  w i t h  o t h e r  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  f o r  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 l i c  
u t i l i t i e s  u n d e r  A S  3 8 . 0 5 . 8 1 0  a n d  A S  3 8 . 0 5 . 0 7 5 ;  t h o s e  
p r o v i s i o n s  a l l o w  f o r  l e s s  t h a n  f a i r  m a r k e t  v a l u e  i n  a d d i t i o n  
t o  t h e  a b i l i t y  t o  n e g o t i a t e ,  w h i l e  t h i s  p r o p o s a l  r e q u i r e s  f a i r  
m a r k e t  v a l u e  p a y m e n t .

S e c  2 A m e n d m e n t  t o  A S  3 8 . 3 5

I n  a n  e m e r g e n c y  s i t u a t i o n ,  t h i s  s e c t i o n  a l l o w s  m a t e r i a l s  t o  b e  
u s e d  t o  p r e v e n t  r e s o u r c e  d a m a g e  i n  s i t u a t i o n s  w h e r e  t h e r e  is 
n o t  a d e q u a t e  t i m e  t o  c o m p l y  w i t h  s a l e  p r o c e d u r e s .  I f  o i l  w e r e  
l e a k i n g  i n t o  a s t r e a m ,  a n y  p r u d e n t  o f f i c i a l  w o u l d  a u t h o r i z e  
t h e  u s e  o f  s t a t e  m a t e r i a l  t o  p r e v e n t  d a m a g e  t o  s t a t e  
r e s o u r c e s ,  e v e n  if i t  m e a n t  v i o l a t i n g  p r o c e d u r e s .  L e g a l l y  t h e  
a p p r o a c h  is s o u n d  a s  1) T h e  m a t e r i a l  w o u l d  s t i l l  b e  s t a t e  
p r o p e r t y  u n t i l  t h e  s a l e  w a s  c o m p l e t e d  a n d  2) t h e  m a t e r i a l ,  
o n c e  r e m o v e d  f r o m  t h e  g r o u n d ,  i s  p e r s o n a l  p r o p e r t y ,  n o t  r e a l  
p r o p e r t y .

:



M E M O R A N D U M S t a t e  o f  A i a

t o .AS 3S.35 File date.3/13/86

FILE NO

TELEPHONE NO.

f r o m Frank G. Mielke suBJECT:Macerials, M^yor 38.35 lessees
Division of Land & Water Mgmt.

Attached are a report on material used by Aly.eska^Pipeline Service Co., a lessee of 
state land under AS 38.35. as well as sample myps 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 "Tor.al 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.



A l u e s k o  p i p e l i n e
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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 403554 
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 that an additional 9,0Q0 cubic yards would be required. 
Tnis 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 that 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 that 
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 site, 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:"
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Letter 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 that ADL 403564 had been closed out, file 
a request to amend ADL 408894 by increasing the contract quantity to
25,000 cubic yards, the maximum allowable under a non-advertised 
negotiated sale.

3. After approve! 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. 
Payment 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

Altered T. Smith 
Associate General Counsel

ATS:RGB:sks

cc: Bruce Stafford



« OPERATIONS MATERIAL S ITE ACCOUNTING REPORT R e p o r t D a t e :  1/20/06
Page  1 o f  6

or i s JURISDICTION
SERIAL
NUMRER

CONTRACT
EXPIRATION

DATE
UNIT
PRICE

TOTAL
CONTRACT
QUANTITY

QUANTITY 
PAID FOR 
TO DATE 

(FED)
QUANTITY 
MINED 

TO DATE REMARKS

3-1. l S t a t e ADL-202838 08-31-90 $0.50 11,000

3-2 S ta t e ADL-202830 08-31-90 0.65 22,000 •

5-2 S ADL-202840 08-31-90 0.50 22,000

7-1M S ADL-202841 08-31-90 0.50 22,000 9,000

7-211 S ADL-20284 2 08-31-90 0.50 5,500

0-3.1 Fede r a l AA-37877 01-29-86 0.55 5 , 5 0 5,500

0-3.2 Fede r a l AA-47886 05-18-84 0.55 10,000 10,000 1,500 P a i d  - E x p i r e d

9-4R F AA-3787 8 01-29-86 0.55 22,000 22,000

13-3.1 F AA-37879 01-29-86 0.55 21,000 21,000 16,815

1-1-0 F AA-37880 01-29-86 0.55 22,000 22,000

1-1-1. 1 F AA-37881 01-29-85 0.55 22,000 22,000 P a i d  - E x p i r e d

1S-1R F AA-37882 01-29-85 0.55 11,000 11,000 2,500 P a i d  - E x p i r e d

1 6-31-1 F AA-37083 01-29-85 0.55 22,000 22,000 P a i d  - E x p i r e d
10-2.1 S ADL-202843 08-31-85 0.90 11,000 E x p i r e d  - A p p l i e d  

t o  U o f  A f o r  new 
c o n t r a c t

20-1 p r i v a t e N/A 09-28-88 0.75 2,000 740 A l i t n a ,  I n c .
22-1 p r i v a t e N/A 05-18-89 0.80 3,000 A h t n a ,  I n c .



O P E R A T I O N S  H A T E I i I A I .  S I T E  A C C O U N T I N G  1 1 E P 0 1 1 T R e p o r t  D a t e :  1 / 2 0 / 8 6
P a y e  2 o f  G

OHS JURISDICTION
SERIAI .
NUMBER

CONTRACT
EXPIRATION

DATE
UNIT
PRICE

TOTAI.
CONTRACT
QUANTITY

QUANTITY 
PAID FOR 
TO DATE 

(FED)

QUANTITY 
MINED 

TO DATE

-’ •1-1 1> N/A 06-10-87 U. 55 5,000 4,300

2 7 - 3 N F AA-37884 01-29-86 0. 55 22,000 22,000

30-0 F AA-37805 01-20-86 0.55 30,000 30,000 25,670

30-3IJ F AA-37886 01-29-05 0.55 11 ,000 11,000

32-0.0 F AA-37887 01-29-86 0.55 22,000 22,000

33-1.1 S AD1.-202844 08-31-85 0.50 8,250

35-1.2 S ADL-202845 08-31-90 0.55 11,000

35-2 F AA-37888 01-29-85 0.55 22,000 22,000

3 7-0 F AA-37889 01-29-06 0.55 49,500 49,500 4,950

3U-1R F F-60946 01-20-86 0.55 22,000 22,000

30-2 F F-60947 01-29-85 0.55 22,000 22,000

30-1 .1 F F-G0948 01-29-86 0.55 82,000 82,000 12,387

30-1 F F-G0949 01-29-86 0.55 11,000 11,000
•1 i  -1R S ADL-403913 12-31-90 0.35 11,000 770

4 2 - 3 H F F-60950 01-29-86 0.55 11,000 11,000 3,630

44-1R F F-60951 01-29-86 0.55 41,000 41,000 13,580

4 0-3 S ADL-402446 12-31-90 0.35 50,000 16,890
53-2 S ADL-400894 09-15-83 0.50 53,331 53,331

REMARKS

A l i t n a ,  I n c .

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

T e rm i n a t e d

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

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



O P E R A T I O N S  M A T E R  I  A t ,  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  D a t e :  1 / 2 0 / 0 6
P a g e  3 o f  6

(IMS JURISDICTION
SERIAL.
NUMBER

CONTRACT
EXPIRATION

DATE
UNIT
PRICE

TOTAI,
CONTRACT
QUANTITY

QUANTITY 
PAID FOR 
TO DATE 

(FED)
QUANTITY 
MINED 

TO DATE REMARKS

55

57

63
64

mi

1.(1

60

69

70
71 
7)

72

73 

7-1

75
76

-1 ADL-40 3910 12-31-90 0.35 33,000

I I I

-l i t
•1

-4

-1R

N/A 
ADL-403919

F
F

F (S)

F-60952
F-80459

F-60953
F (S) F-G0954
F (S) F-60955
F (S) F-60956

0.1

0

-1 hr

2

■1R

F (S)
F (S)

F-60957
F-60958

01-03-09
12-31-90
01-29-86
09-01-84

01-29-86
01-29-86
01-29-86

01-29-86

01-29-85
01-29-86

F (S) 
F  (S)

F-60959
F-60960

01-29-86
01-29-85

0.25

0.35

15.000

33.000
0.55
0.55

0.55
0.55
0.55

0.55
0.55

27.500 
7,000

11.000

82.500 
11,000 

11,000

16.500

27.500 
7,000

11,000

82.500 
11,000 

11,000

16.500
0.55
0. 55 

0.55

11,000 

11,000 

27,500
F (S) F-60961 01-29-86 0.55

2IIK

•111

2.1

F

F (S)
F-60962
F-60963

01-29-86
01-29-86

0.55
0.55

I (S) F-G0964 01-29-86 0.55

27.500
27.500 
22,000 

33,000

11,000 

11,000

27.500

27.500

16,995
130

2,750
6,900

7,393
3,300
3,200

6,190

2,870
27,500
22,000

33,000

C a s p e r s u n

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

P a i d  - E x p i i c d



O P E R A T I O N S  M A T E R I A L  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  D a t e :  1 / 2 0 / 8 6
P a g e  4 o f  G

or is

7 H -  l 

79-2  

U 2-0 

U3-1

JURISDICTION

05-1.0 

•Jo-l 

J 11-0.2

0B-3.1 
J00-1.2 

100-2.1 

102-1

F
F
F
F

SERIAL
NUMBER

F-60965
F-6096G
F-60967
F-609G0
F-6G969

F-60970
F-G0971
F-60972

F-60973
F-60974
F-G0975
F-60976
F-G0977
F-60978
F-G0979
F-60980

F-60981

CONTRACT
EXPIRATION

DATE
UNIT
PRICE

TOTAL
CONTRACT
QUANTITY

QUANTITY 
PAID FOR 
TO DATE 

1FED)

01-29-86
01-29-80
01-29-86
01-29-06
01-29-06

01-29-86
01-29-86

01-29-86
01-29-86
01-29-86
01-29-86
01-29-86
01-29-05
01-29-86
01-29-06
01-29-86

01-29-86

0.55 
0.55 
0.55 
0.55 
0.55 
0.55 
0.55 
0.55 
0.55 
0.55 
0. 55 
0.55 
0.55 
0.55 
0.55 
0.55 

0.55

11,000 
22,000

16.500
16.500 
11,000 

22,000 

11,000 

11,000

16.500 
109,500
11,000 

11,000

16.500 
22,000 

11 ,000

33.000

80.000

11 ,000 

22,000

16.500
16.500 

11,000 

22,000 

11,600 
11,000

16.500 
109,500

11,000 

11,000

16.500 
22,000 

11,000

33.000

80.000

QUANTITY 
MINED 

TO DATE

9,362
19,307

2, 120

2.953 
10,270 

20,230 
11,569 
11,000 

13,290 
60,763

5,754
7,998

4.953

2,850

2,410

REMARKS

Pa i l !  - E x p i r e d



O P E R A T I O N S  M A T E R I A L  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  D a l e :  1 / 2 0 / U 6
P a g e  5 o f  6

ous JURISD ICTION
SERIAL
NUMBER

CONTRACT
EXPIRATION

DATE
UNIT
PRICE

TOTAI.
CONTRACT
QUANTITY

QUANTITY 
PAID FOR 
TO DATE 

(FED)

QUANTITY 
MINED 

TO DATE REMARKS

105-1 F F-60982 01-29-86 0.55 11,000 11 ,000 3,860

105-1.1 F F-04579 12-24-86 0.60 60,000 60,000 15,840

106-1 F F-84709 03-20-88 0.60 50,000 50,000 50,090

|I!G-1 . 1 t F-60983 01-29-85 0.55 25,000 25,000 21,486 P a i d  -

J F F-60984 01-29-85 0.55 11,000 11,000 600 P a i d  -

ii»y— l F F-60985 01-29-85 0.55 20,000 20,000 10,580 P a i d  -

111-2 F F-60986 01-29-86 0.55 16,500 16,500

112-3.1 F F-60987 01-29-86 0.55 88,000 88,000

114-1 F F-60980 01-29-85 0.55 11,000 11,000 P a i d  -

115-1 F F-60989 01-29-05 0.55 -i :  ,000 11,000 P a i d  -

1 16-2 F F-G0990 01-29-85 0.55 11,000 11 ,000 P a i d  -

1 1 7-2 F F-60991 01-29-86 0.55 22,000 22,000 3,280

110-4 F F-G0992 . 01-29-86 0.55 50,132 50,132 50,132

120-1 F F-G0993 01-29-05 0.55 22,000 22,000 P a i d  -

1 22-3A F F-84977 07-16-88 0.55 30,000 30,000 29,920

1 22-4 F F-60994 01-29-85 0.55 11,000 11,000 Pa i d  -

125-3 F F-G0995 01-29-85 0.55 22,000 22,000 12,075 P a i d  -



O P E R A T I O N S  M A T E R f A l .  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  D a t e :  1 / 2 0 / 8 G
P a g e  6 o f  6

i l l IS

1 29-2

JURISDICT ION
SERIAL
NUMBER

CONTRACT
EXPIRATION

DATE
UNIT
PRICE

TOTAL
CONTRACT
QUANTITY

125-1 
129- 1A

113-2A 
134-3

F-60996
ADL-407665
AUL-403920
ADL-411902
ADL-403922

01-29-85 0.5t. 22,000
06-03-87 0 > ' r f ' / , O  150,000
12-31-85 0.35
10-15-90 0.60
12-31-05 0.35

11,000

50.000
22.000

QUANTITY 
PAID FOR 
TO DATE 

(FED)

22.000

QUANTITY 
MINED 

TO DATE

104,917

17,000

REMARKS

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

W i l l  Not  M ine

W i l l  Hot M i ne
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