


D E P A R T M E N T  O F  N A T U R A E  R E S O U R C E S

OFFICE OF THE COMMISSIONER

STEVE COWPER, GOVERNOR

400 W ILLOUGHBY AYE. 

JUNEAU. A LA SKA  99801-1796 

PHONE: (907) 465-2400

F e b r u a r y  19, 1987

The H o n o r a b l e  A a e l h e i d  Herrmann, C o - C h a i r
The H o n o r a b l e  Sam Cotten, C o - C h a i r
H o u s e  R e s o u r c e s  C o m m i t t e e
A l a s k a  S t a t e  L e g i s l a t u r e
P.O. Box V
Juneau, A K  99811

D e a r  R e p r e s e n t a t i v e s  H e r r m a n n  and Cotten:

S u b j e c t : H o u s e  Bill 69, r e l a t i n g  to the m a n a g e m e n t  of sand and
g r a v e l  resources.

P o s i t i o n : The D e p a r t m e n t  of n a t ural R e s o u r c e s  s u p p o r t s  the
e s t a b l i s h m e n t  of a s y s t e m a t i c  p r o g r a m  to ide n t i f y  and 
i nven t o r y  sand and gr a v e l  r e s o u r c e s  as d e s c r i b e d  in 
HB 69.

R e c o m m e n d a t i o n : B e c a u s e  the m e a n i n g  of "reserve" in line 12 of the bill 
is unclear, the d e p a r t m e n t  r e c o m m e n d s  that a d e f i n i t i o n  
or c l a r i f y i n g  lan g u a g e  be added.

T h e r e  may be c a s e s  in w h i c h  the land c o n t a i n i n g  the 
sand and g r a v e l  d e p o s i t  is b e t t e r  su i t e d  for p u r p o s e s  
o t h e r  than sand and g r a v e l  e xtraction. Also, the t e r m  
"reserve" c o u l d  be i n t e r p r e t e d  to m e a n  that sand and 
g r a v e l  d e p o s i t s  c o u l d  not be inc l u d e d  in land e x c h a n g e s  
or e v e n  sold to p r i v a t e  parties.

If y o u  w o u l d  like a d d i t i o n a l  i n f o r m a t i o n  or have any 
que s t i o n s ,  p l e a s e  c o n t a c t  my office.

Sponsor

G o v e r n o r ' s  L e g i s l a t i v e  L i a i s o n

10-J9LH
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This w o u l d  be an o n g o i n g  p r o j e c t  to be a d m i n i s t e r e d  by t h e - D i v i s i o n  o£ 
M i n i n g  and G e o l o g i c a l  a n d  G e o p h y s i c a l  Surveys.

FY 88 FY 89 FY 90 FY  91 FY  92
100 - C i v i l  

Engineer,
PFT 61.2 63.3 65.5 67.8 70.2

C o s t s  for 
e x i s t i n g " :
PCM 2040

200 travel to v a r i o u s  c o m m u n i t i e s  to a s c e r t a i n  needs, c u r r e n t l y  u s e d  s o u rces 
m e c h o d s  of a c q u i s i t i o n ,  a n d  m a n a g e m e n t  issues. T r a v e l  to F a i r b a n k s ,  
An c h o r a g e ,  a n d  J u n e a u  to a d m i n i s t e r  p r o j e c t  a n d  i n t e r f a c e  w i t h  o t h e r  
a g e n c i e s .

10.0 - 8 . 0  8.0 3.0 8.0

300 m a p  and air p h o t o  p r o d u c t i o n ,  p r i n t i n g  costs; h e l i c o p t e r  a n d  f i x e d  wi n g  
a i r c r a f t  r e c o n n a i s s a n c e ;  d r i l l i n g  and e x c a v a t i o n  c o n t r a c t s .

30.0 . 73.7 72.5 72 . 2  . 59.8
«

400 l a b o r a t o r y  a n d  f ield s u p p l i e s  (sample bags, samplers, etc.) • •

10.0 ' 5.0 4.0 2.0 2.0

500 e c u i D m e n t :  r e s i s t i v i t y  m e t e r  w i t h  d i a l  r e c o r d e r  (15.0); o f f i c e  f u r n i t u r e  
(5.0) ’ ' :

20.0 0 0 0 O '

i
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M E M O R A N D U M

Date: November 28, 1986

TO: Senator Jay Kerttula, Chairman
Legislative Budget^qdAudit Committee

FROM: W. Tom Maher^Fisdal'Analyst
Division of Legislative Finance

The attached report, prepared at your request, provides an assessment ot the 
management of State owned sand and gravel resources. Your concern 'in- 
additional efforts need to be applied towards the management of sand and 
gravel resources is well founded. The need for improving the overall j 
management of these resources has been recognized by members of the 
Legislature, the Department of Natural Resources, and Governor Sheffield. 
Nevertheless, at this date no significant improvements can be noted.

Employees of the Department of Natural Resources and the Department o« 
Transportation and Public Facilities were very helpful during the preparation )< 
this report. These are the people who deal with the problems of sand and 
gravel management on a daily basis, but lack the direction, high-level priority 
and funding commitment necessary to make improvements.

The report offers recommendations for the consideration of the Legislative 
Budget and Audit Committee. There are no doubt other options available that 
can be considered. If I can be of further assistance in drafting items called for in 
the recommendations, or you wish to discuss this report in general, please let 
me know.

Attachments



I

A REPORT ON THE 
MANAGEMENT OF STATE OWNED 
SAND AND GRAVEL RESOURCES

This report, prepared at the request of the Chairman of the Legislative Sudqei 
and Audit Committee, provides a brief assessment of the management of state 
owned sand and gravel resources. The prudent management of sand and 
gravel requires the state to actively pursue the process of identifying and setting 
aside the long-term reserves needed for transportation systems, urban areas, 
and potential large-scale develooments. These sand and gravel reserves, 
necessary for construction as well as maintenance, must be identified prior :o 
the commitment of land for other uses. In many areas of the state, lands have 
been classified, developed, or simply traded without the adequate appraisal of 
sand and gravel potential. As a result, sand and gravel must be shipped longer 
distances with increased costs for both state and private users. In some 
instances, potential state revenue can be lost and certain development projects 
may be made less feasible.

BACKGROUND
Concern over the state’s management of sand and gravel resources is not new. 
SCR 44, introduced in 1984, identified numerous shortcomings in the 
management of these resources and generated a fiscal note which requested a 
three year project for sand and gravel resource management. This resolution 
failed to pass the Senate Finance Committee and first year funding of $140,000 
was not provided. In 1983, Governor Sheffield's statement of goals providea 
ihat "increasing demand for sand and gravel resources compel adequate 
inventory and active management of those materials", however these priorities 
have failed to be addressed at the departmental level.

By stati , the Department of Natural Resources (DNR) is charged with ail 
matters affecting the exploration and development of sand and gravel 
resources. Within the DNR, the Division of Geology and Mining (formerly the 
Divisions of Mining anu Geuiugicai anu Geupiiysieai Surveys) is ernpuwered iu 
determine the potential of these resources. The Division of Land and Water



Management is responsible for the actual permitting and sale. The Department 
of Transportation and Public Facilities (DOTPF) is the primary state agency 
using sand and gravel, while the Alaska Railroad depends mostly on deposits 
obtained through transfer from the Federal government.

Revenue from the sale of sand and gravel fluctuates largely in response to the 
development needs of the oil industry. DNR reports the following net revenues 
(less the 5% to public schools) for sand and gravel sales:

( l ;  Revenue fcr FY 37  to date reflects the accounting spread of FY 86 revenue 
from Kuparuk.
In addition, it is estimated that DOTPF uses between three to six million dollars 
a year of sand and gravel for construction and maintenance obtained by permit 
or interagency land management agreement from the Division of Land and 
Water Management.

THE STATUS OF SAND AND GRAVEL RESOURCE MANAGEMENT.

The state has inadequate knowledge of the actual location or quantity of sand 
and gravel available for use on state lands Further, there is no coordinated, 
long-term analysis of the future availability of sand and gravel resources 
needed for transportation systems, urban areas, or larce-scale development.

Through large-scale mapping projects, the Division of Geology and Mining has 
identified areas that may contain the potential for sand and gravel resource 
development. The amount of funding actually spent in earlier fiscal years on 
sand and gravel development is difficult to determine because this funding is 
budgeted within other projects. The Division of Geology and Mining has been 
requested to provide a summary of these past expenditures. For FY 87, 
$1,180,700 was appropriated for state-v/ide Mineral and Material Development, 
including sand and gravel resources. However, there are many other priorities 
competing for this funding and therefore the division does not plan to spend 
any funding directly on sand and gravel development. DNR's approach has 
been to provide a detailed analysis of sand and gravel potential only when an 
actual need for the material occurs. A program has never been implemented 
for a long-term needs assessment. According to department officials, much of 
the baseline data has not been collected that is essential for future 
management of sand and gravel resources Early in the FY R8 hudgnt nronpss 
the Division of Mining and Geology proposed a new, three-year project to fill

FY 83 
FY 84 
FY 85 
FY 86

$3,614,130
$2,477,417
$2,587,722
$2,222,294

FY 87 to date $4,830,638 (1)
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.'hese data voids. However, this project, requiring first year funding of $131,200 
was not brought forward when rated with other divisional priorities.

For FY 87, the Division of Land and Water Management was appropriated 
$354,400 for Material Sales, which is the project under which sand and gravel 
sales are conducted and the public need for these resources is addressed.

Not enough effort is directed towards sand and gravel programs and 
coordination between state agencies is ooor.

The Division Land and Water Management, due to lack of funding, is unable to 
adequately monitor the private sale of sand and gravel in order to assure that 
the state is getting paid for all resources extracted. Additionally, the Division of 
Land and Water Management does not have the staffing to provide DOTPF with 
the level of service necessary to provide a reasonable turn-around time for 
permit processing, yet DOTPF uses an estimated six million dollars of these 
resources a year (FY 86 estimate).

In 1981 DOTPF received a capital appropriation of $1,665,000 for the 
development of a Material Information System (MINS). On a statewide basis, 
MINS supplies all available and pertinent data on over 1200 of DOTPF's 
existing sand and gravel sites and provides easy access to this information on 
the state's mainframe computer. This system, developed independently from 
DNR, was tailored to fit DOTPF’s operational needs. It is not presently designed 
to anticipate the long-term needs for sand and gravel. However, MINS 
represents a major achievement in DOTPF's ability to manage sand and gravel 
resources which have become increasingly difficult to obtain within project time 
frames. MINS is also capable of assimilating data for material sites under 
private ownership, including sites managed by other local, state, or federal 
agencies. The capabilities of this system to improve DNR's management of 
sand and gravel resources appear to have been unexplored. It is possible that 
MINS could be redesigned to provide the DNR with a computerized base to 
begin the inventory of current sand and gravel reserves. Unfortunately, the 
MINS system is now being shut down because the balance of this project's 
funding was reappropriated during the 1986 legislative session. For DOTPF'S 
needs, this system could be continued for a one-time cost of approximately 
$100,000 witn $75,000 per year thereafter in maintenance/support.

RECOMMENDATIONS

Necessary improvements in the management of Alaska’s sand and gravel 
resources will require a reassessment of budgetary priorities by both the 
Governor and the Legislature. Additional funding within DNR may not be 
needed. If increased funding is necessary, the use of program receipts could 
be considered. Coooeration and communication between DNR. DOTPF. end 
the Alaska Railroad will be essential.



Alaska Statute 24.20.201 (6) empowers the Legislative Budget and Audit 
Committee to "make recommendations concerning appropriations, their 
expenditure and the fiscal policies and procedures of state government to the 
governor when appropriate, and to the legislature".

Specific options available to the Legislative Budget and Audit Committee 
follow:

(1.) prepare a letter to the Governor expressing the concerns of tne 
Committee on the management of sand and gravel resources and requesting 
the development of a long-term plan to identify, inventory, and set aside the 
resources necessary for transportation systems, urban areas, and large-scale 
developments. A draft motion for Committee use has been prepared and is 
attached to this report.

(2.) prepare a resolution/joint resolution for introduction to the Fifteenth 
Legislature. A copy of the resolution introduced in 1984 is attached.

(3.) draft legislation amending A.S. 44.37.020., Duties of the Department 
o f Natural Resources, to specifically address the department's responsibilities 
for the management of sand and gravel resources.



Fourteenth Legislature - Second Session 
Legislative Budget and Audit Committee

Motion #

Alaska Statute 24.20.201 (6) empowers the Legislative Budget and Audit 
Committee to "make recommendations concerning appropriations, the ir 
expenditure and the fiscal policies and procedures of state government to the 
governor when appropriate, and to the legislature".

The Legislative Budget and Audit Committee therefore finds:

the state has inadequate knowledge of the actual location or quantity of 
sand and gravel resources available for use on state lands;

there is no coordinated, long-term analysis of the future availability of 
sand and gravel resources needed for transportation systems, urban areas, or 
potential large-scale developments;

not enough effort is directed towards sand and gravel programs and 
coordination between state agencies is poor;

for Fiscal Year 1986, revenues generated from the sell of state sand and 
gravel resources contributed over two million dollars to the general fund and for 
Fiscal Year 1987, revenues are estimated at over five million dollars. In 
addition, for Fiscal Year 1986, the estimated value of these materials used by 
the Department of Transportation and Public Facilities was more than six million 
dollars;

sand and gravel represent critical resources needed for the development 
of the state.

The Legislative Budget and Audit Committee requests the Governor to address 
the concerns of the Committee relating to current and future status of sand and 
gravel resource management. Further, the Legislative Budget and Audit 
Committee requests the Governor and the Commissioner of the Department of 
Natural Resources to prepare for submittal to the Legislature, a plan for Fiscal 
Year 1988, including costs, which provides for the systematic identification, 
inventory and reserve of sand and gravel resources with particular emphasis on 
the needs of transportation systems, urban areas and large-scale 
developments. This plan, is intended to include the administration of sand and 
gravel resources used by the Department of Transportation and Public 
Facilities and the Alaska Railroad.




