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HOUSE CS FOR SENATE BELL NO. 285( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTIETH LEGISLATURE - SECOND SESSION

1Y
JfTered:
deferred:

ponsoKs): SENATE FINANCE, COMMITTEE
A BILL

FOR AN ACT ENTITLED 

An Act relating to state procurement practices."

IE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 36.30.015(e) is amended to read:
(e) The board of directors of the Alaska Railroad Corporation and the board 

of directors of the Alaska Aerospace Development Corporation shall adopt procedures 
to govern the procurement of supplies, services, professional services, and construction. 
The procedures must be substantially equivalent to the procedures prescribed in this 
chapter and in regulations adopted under this chapter. Notwithstanding the other 
provisions of this subsection, the Alaska Railroad Corporation and the Alaska 
Aerospace Development Corporation shall comply with AS 36.30.170(b). and, when 
the Department of Transportation and Public Facilities authorizes the Alaska 
Railroad Corporation to perform construction work instead of the Department 
of Transportation and Public Facilities, the Alaska Railroad Corporation shall use 
competitive sealed bidding or competitive sealed proposals under AS 36.30.100 - 
36.30.270 to procure the supplies, services, professional services, and construction

-1*
N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]
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the p ro jec t mav subm it a bid o r proposal for the work.
♦ Sec. 2. AS 36.30.015 is amended by adding a new subsection to read:

(i) Notwithstanding (e) of this section and the authority to delegate under (a) 
of this section, the Alaska Railroad Corporation, rather than the Department of 
Transportation and Public Facilities, shall perform signalization work, may perform the 
signalization work by itself or by using contractors, and, if it decides to use contractors 
for the work, it shall obtain the contractors by using its procurement procedures 
adopted under (e) of this section.

* Sec. 3. AS 36.30.015(a), as amended by sec. 1 of this Act, and AS 36.30.015(i), enacted 
by sec. 2 of this Act, only apply to a procurement that is begun on or after the effective date 
of this Act.

HCS SB 285( ) -2-
N ew  T e x t  U n d e r l i n e d  [DELETED TE XT BRACKETED]



AMENDMENT

OFFERED IN THE HOUSE 
HCSSB285()
LS1473\B

Delete Section 1 and replace with:

Section I. 36.30.015(a) is amended to read:

The commissioner of transportation and public facilities may delegate to another 
agency the authority to contract for construction, except that the Department of 
Transportation and Public Facilities may not authorize the Alaska Railroad 
Corporation to perform construction work instead of the Department of
Transportation and Public Facilitiesfunless the Alaska Railroad Corporation uses
contractors to provide the supplies, services, profession' J services, and construction 
services necessary for the work and uses competitive scaled bidding or competitive 
sealed proposals under AS 36.30.100 - 36.30.270 to procure the contractors.lBefore
delegating authority to an agency under this subsection, the commissioner of 
transportation and public facilities shall make a written determination that the agency is 
capable of implementing the delegated authority. Notwithstanding delegation of 
authority under this subsection, contracts for construction are governed by this chapter 
and regulations adopted by the commissioner of administration under this chapter.



BY

Following (e) insert new section to read:
“ (f) Notwithstanding the provisions of (e) the Alaska Railroad Corporation is 

authorized to perform any work that it can accomplish at a lower cost than would be 
realized using an outside source.”

Page 2, delete lines 3 and 4:
Insert “ This Act takes effect July 1, 1999.’
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TO: HCSSB 285 (B)

Following (e) insert new section to read:

“(f) Notwithstanding the provisions of (e) the Alaska Railroad Corporation is 

authorized to participate in the competitive bid process under AS 36.30.100 - 36.30.270 to 

ensure the state realizes the lowest project cost.”

Page 2, delete lines 3 and 4:

Insert “This Act takes effect July 1,1999.”
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A M E N D M E N T

OFFERED IN THE HOUSE BY p  f V  1 ̂

TO: HCSSB 285 (B)

Page 2, following “AS 36.30.100 - 36.30.270”
Insert “for track relocation or highway crossing civil construction projects 

required by DOT ’

Page 2, delete lines 3 and 4:

Insert “This Act takes effect July 1, 1999.”



O FFE R E D  IN T H E H O U SE

TO: HCSSB 285 (B)

Page 2, delete lines 3 and 4:
Insert “This Act takes effect July 1, 1999.”



A l a s k a  S t a t e  S e n a t e
S e n a t e  F i n a n c e  C o m m i t t e e

•Mail stop 3100 
Stale Capitol 

Juneau, Alaska ggsui-iis

SPONSOR STATEMENT 

SB 285: Procurement Practices for the Alaska Railroad

When Alaska highway improvements are needed, a project is designed, a request for bids is 
advertised, and a construction contract is competitively awarded for the job by the Department of 
Transportation. When the highway that is being improved involves the Alaska Railroad, such as 
a highway railroad crossing or overpass, the work that involves railroad property is not included 
in the bid. When this situation occurs, the Department of Transportation negotiates a force 
account contract with the Alaska Railroad. This arrangement reduces the amount of work 
private industry has the opportunity to perform and removes DOT public fund expenditures from 
a competitive bid arrangement.

SB 285 w ill re ntroduce competition for construction of DOT highway projects that involve the 
Alaska Railro: d, resulting in a reduction of cost for the project. SB 285 w ill establish a fair and 
effective manner to award construction contracts for these projects by requiring the Alaska 
Railroad Corporation to utilize a competitive bidding process that is openly advertised when 
DOT asks the Corporation to manage the project.

nuirial Business
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Christopher Jim Birch, P .E .
10005 Main Tr«# Drfva Anchorage, Alaska 99516-6730 

907-348-3265 (home) 907-348-3265 (fax) cjbirch@alaska.net (email)

February 22, 1998

Senator Drue Pearce 
Co-Chair Senate Finance Committee 
State Capitol, Room 518 
Juneau, AK 99801-1182 
Attention: Ms. Kristy Tibbies
Subject: SB 285 “An Act relating to state procurement practices."

Dear Senaior Pearce;

I understand a question has been raised regarding whether Chugach Electric 
Association (CEA) t v  Mltlvely bids Alaska Department of Transportation and 
Public Facilities (D*'- >r) reimbursement work on highway right-of-way or
accomplishes this Wiv, cri a force account basis.
It has been my experience that Chugach Electric Association competitively bids 
work reimbursed by DOT&PF. A recent example would be the $878,869 Bird 
Point to Girdwood transmission line relocation project that was awarded by the 
CEA board on February 4 to City Electric.

Full and open competitive bidding of Chugach construction work has been 
approved by our membership and strongly supported by our board. Enclosed 
are two Chugach Outlet articles addressing this subject (2/96 and 3/97) as well a 
Summer, 1996 article in The Alaska Contractor by Ray Kreig, past President, 
Chugach Electric Association Board of Directors relating to competition.

Sincerity,

Chris Birch, P.E.
Secretary ’
Chugach Electric Association

Enclosures: Chugach Outlet and Alaska Contractor Articles (3 pages)

Copies to: Gene Bjomstad, General Manager, Chugach Electric Association
Pat Jasper, Board President, Chugach Electric Association

* Position for identification only. Not a formal action of the Chugach Board.

VIA FAX ONLY 

FAX: 907-465-3872

mailto:cjbirch@alaska.net
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April 22. 1998

Dear Representative Gene Therriault.
1 believe that Senate Bill 295 should be approved by the House Finance Committee 

and taken to a vote of the house.
In the one case where our company was given an opportunity to bid against the 

Alaska Railroad for construction of a bridge pier repair, our bid (we were told) was 
approximately 50% of that submitted by the ARRC. We completed the project on time 
and under budget to the complete satisfaction of the Usibelli Coal Mine and the ARRC 
who were sharing the cost. We are a union contractor and as Mr. Sheffield says about 
the ARRC Employees, ours are all Alaskans and very capable also. I believe this 
applies to most General Contractors in Alaska especially those affiliated with the 
Associated General Contractors of Alaska
Thank you,
GHEMM COMPANY, INC.

cc: Finance Committee 
' Health Education and Social Services Committee 

Judiciary Committee
*•*10. *7SoU,k  £ k . i, -  C?co<t£f3.'=»To HAS
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C O R N E R S T O N E
OFFICE LOCATION MAILING ADDRESS
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April 22, 1998

The Honorable Mark Hanley 
Co-chair House Finance Committee 
Alaska State Legislature 
State Capital 
Room 519
Juneau, Alaska 99801

HE: Senate Bill 285
Procurement practices

Dear Mr. Hanley,

Senate Bill 285 is intended to reintroduce competition to the spending of tax funds on 
projects that involve the Alaska Department of Transportation (DOT) and railroad work. If  you 
believe that competition will provide a cost effective manner io spend tax funds, you would probably 
favor the bill. If  you believe that negotiated sole source arrangements are cost effective, then you will 
probably not be in favor of this bill. A letter from the Alaska Railroad Corporation(ARRC) dated 
March 9, 1998 indicates that utility companies are dealt with in a similar manner as the ARRC 
proposes. Mr. Chris Birch, a member of the Board of Directors of Chugach Electric Association, 
has written a letter of support for Senate Bill 285 and has indicated that utilities are presently 
encouraging competition in several aspects of their business. Negotiated sole source anangements 
have increased, rather than decreased, the cost to Chugach Electric Association, while competition 
has reduced their costs.

We believe that the legislation will result in a reduction of cost of performing railroad 
construction work, on projects that are paid for with rax funds. This legislation does not affect any 
internal funds that are generated by the ARRC in the performance of their track maintenance or 
construction: The bill only addresses projects that are publicly funded with tax dollars.

Track signalization work can ?lso be handled in an interface between the railroad and 
construction contractors. The U.S. Army contracjed with a private contractor, The Railroad 
Company, for track inspection, track maintenance, signal inspection, and snow removal at Fort 
Wainwright. Alaska. The contract arrangement has worked well for the track owner(U.S. Army), 
the contractor, and the ARRC.

The DOT is working on the development of a project called Ocean Dock Crossing at the Port 
of Anchorage. The project would be available to bid in the last half of 1998, with work to be 
performed in 1999. I believe competitive bids will provide DOT with the lowest cost for the work 
that is being defined by bid documents. The cost proposed by the ARRC for this project, exceeds 
the available funds, and appears to exceed the normal cost of performing this type of work. This 
project is an opportunity to evaluate the effects of competition on rail work.
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The March 9, 1998 letter from the ARRC argues for the position that there should be no 
competition for construction work that is publicly funded rail work. In the closing page of the letter, 
Mr. Sheffield proposes that ARRC should not be excluded from competing for work, if competition 
is forced upon the DOT by this legislation. It is a bit difficult to have things both ways.

I hope that you will pass the bill and allow the competitive bid process to work. It will 
provide a fair method of spending tax dollars without impacting the ability of the ARRC to perform 
maintenance ana construction on its main line with funds that the ARRC generates from its profits. 
Since the ARRC has indicated in the March 9, 1998 letter that it docs not make a profit of the type 
of work affected by Senate Bill 285, the profits of the ARRC will not be affected. The State of 
Alaska will be able to continue collecting corporate income tax cm rail line construction work, since 
companies such as ours make a profit and pay corporate income taxes, while costing our customers 
less than the ARRC had been charging in the past.

I encourage you to pass this bill, and look forward to the saving that the State of Alaska can
receive.

Sincerely,

C. John Eng

copy- file
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P.O. Box 241525, Anchorage, AK 99524-1525 
(907) 561-1996 FAX(907) 561-764SX 7899

March 16, 1998

House Finance Committee

RE: Procurement
Senate bill 285

Prior to October of 1996, the U. S. Army at Fort Wainwright conducted maintenance on 
railroad facilities on the fort on a force account basis with the Alaska Railroad Corporation. The 
arrangement resulted from negotiations between the U.S. Army and the Alaska Railroad Corporation. 
During the summer of 1996, the army advertised for bids for monthly inspection, maintenance, and 
snow removal for all rail lines that are owned by the federal government on Fort Wainwright. Bid 
documents for the work, advertised a contract that involved one (1) year of service, with options to 
extend the contract for several one (1) year extensions. The Railroad Company, a privately owned, 
Alaska construction company that specializes in the construction and maintenance of railroad 
appurtenances, was the successful bidder. A contract was awarded for a one year period. The U.S. 
Army has expressed satisfaction with performance, and demonstrated their satisfaction by exercising 
their first option and extended the contract for an additional year.

The U. S. Army has utilized both negotiated force account agreements and competitive bid 
agreements. The army expresses that they are satisfied with competitively bid agreements, and has 
made comments regarding intentions to continue bidding this work competitively. The army does 
not write letters of support for legislation, such as Senate Bill 285, but they will answer questions that 
you may have. The army contact is Barbara Shaw, and her telephone number at work is (907) 353- 
7852. Her supervisor, Carol Hodgeson, has indicated that she will respond to questions that you may 
have. (Telephone number for Carol Hodgeson is (907) 353-7411)

The Alaska Railroad Corporation has indicated that they do not make a profit on force 
account work. Our firm does make a profit on our competitively bid work. Profits are taxed and 
coiporate taxes paid to the State of Alaska.

I believe that wc have demonstrated the following:

-Railroad work can be performed by a privately owned company
-The State of Alaska benefits in the form of tax revenue on profits of a privately owned 

company.
-The cost of the work can be less if competitive contracting methods are used, as opposed 

to force account agreements. The U. S. Army is paying 25 to 35 percent less under a competitively 
bid agreement than they were under a previously utilized force account arrangement. Costs paid to
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the AJaska Railroad Corporation during the last month of a force account arrangement at Fort 
Wainwright, were 26 % higher than those paid to The Railroad Company during its first month of 
similar services on a competitvely bid contract.

I support Senate.Bill 285, and encourage your involvement and desire to inject competitive 
bidding into a process that has resulted in public funds being spent on a “sole source” negotiated force 
account basis. This will allow competitive bids to be used as they are in other locations.

Please fed free to call me if you have questions.

copy- file
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ASSOCIATED GENERAL CONTRACTORS of ALASKA ■
4041 B STREET • A NCHORAGE, ALASKA 99503
P.O. BOX 240609 " ANCHORAGE, ALASKA 99S2M609 !
TELEPHONE (907) 561-5354 • FAX (907) 562-6118
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23.April 1998

To
House Finance Committee tf-gg
Alaska S ta te  L eg isla tu re 
Juneau, AK 99801

Sub jec t: CS Senate B ill 285, Procurement p ra c tic e s

Dear committee members:

AGC o f  Alaska supports CS SB 28-~.
Thii>: CS would address th e  p rin c ip le  o f  com petitive bidding fo r  c&Dital 
works financed with public funds w ithin th e  right-of-ways o f  the Alaska 
R ailroad .

Ws have ?l.r;o reviewed the l a t t e r  from the ARR Corporation dated 3/9/98.
Our comments are as follows:
The ARP woi^d not be tre a te d  any d if fe re n t than th e  m ajo rity  o f u t i l i t y  
companies in the S ta te . Most o f them have re a liz e d  su b s ta n tia l savings 
through competitive bidding processes. A l e t t e r  from Chugiak E le c tr ic  
Co. to  th a t e f fe c t was send to  the L eg is la tu re  on th is  b i l l .
I t  i s  a lso  not fac tua l th a t the ARR alone 1s capable o f doing some o f 
th e  sp e c if ie d  work. Given accurate sp e c if ic a tio n s  .the con stru c tio n  industry  
i s  capable to  perform any work, regard less how d i f f i c u l t  and demanding i t  
may be. This i s  proven d a ily  on complex p ro je c ts  with th e  Federal- and S ta te  
governments.
Since i t  only p e rta in s  to work funded by DOT/PF and is  not work i n i t i a l l y  
covered by ARR funds, th e i r  c o lle c tiv e  bargaining p rov is ion s du apply.
In sh o r t,  th is  b i l l  i s  In the  s p i r i t  o f  the S ta te  procurement code and r e ­
p re sen ts  good public po licy . We urge adoption and passage.
S in ce re ly ,
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February 23, 1998

Ms. Drue Pearce, Senator 
ALASKA STATE LEGISLATURE 
Juneau, AK 99801

Attn: Kristy Tibbies

Dear Senator Pearce:

As your constituent, I support Senate Bill 285 which expands competitive bidding for state funded 
procurement. The passage of this bill would ensure that when the Alaska Railroad Corporation 
(ARRC) utilizes state funding for projects which are a part of state highway projects, ARRC will 
use competitive bidding procedures for procuring supplies or professional services lor 
construction contracts. Open competition for state funds will result in lower costs and more 
efficient use of state money. I urge you to vote in favor of Senate Bill 285.

If  you have any questions, please do not hesitate to contact me.

Vciy truly yours,

DAVISON & DAVISON, INC.

Bruce F.. Davison 
Attorney At Law

BED jke. 0092

SENT BY FACSIMILE - 907-465-3872

Yt?l Am:lie HoULEvvuto • Anchouai;*, Alaska 9 9 W  
'I rirf'HONii (907) 56.)-f>555 • Kmmmiij-. (907) 562-7S73 • E-mail daviMmfitalaska.nei



ASSOCIATED GENERAL CONTRACTORS of ALASKA
4041 B STREET • ANCHORAGE, ALASKA 99503 
P.O. BOX 240609 • ANCHORAGE, ALASKA 99524-0609 
TELEPHONE (907) 561-5354 • FAX (907) 562-6118

19. Febr. 1998 

To
Senate Finance Committee 
Alaska L eg is la tu re  
Juneau

Subject: SB 285 "An Act re la t in g  to  s ta te  procurement p ra c tic e s "

AGC o f Alaska, a 600+ member o rg an iz a tio n  serv ing and rep resen ting  
th e  con stru c tio n  industry  in Alaska supports SB 285.
U n res tric ted , open, competitive bidding is  th e  only proven method to 
in su re th a t th e  public receives th e  b e s t deal fo r c ap ita l works.
Market fo rces based on competition w ill reveal what the best deal is .
The industry  is  capable to  c o n s tru c t any desired  p ro jec t and has 
proven th a t even the most complex and d i f f i c u l t  undertaking can be 
su c c e ss fu lly  handled. This includes any te c h n ic a lly  and o p e ra tio n a lly  
d i f f i c u l t  challenges connected with highway and ra ilro ad  con s tru c tio n .
The p resen t arrangement between th e  Department o f Transportation/PF 
and the Alaska Railroad (ARR) makes i t  easy fo r  DOT/PF to adm in ister 
such a p ro je c t,  however, i t  i s  not in the  b es t public in te re s t  because 
the best deal cannot be determined w ithout p a r t ic ip a tio n  by the Industry .
I t  1s our opinion th a t "co n tra c tin g / p r iv a tiz a tio n " c lauses in the ARR's 
c o l le c tiv e  bargaining agreement a re  no hinderance to th is  b i l l .  They 
p e r ta in  only to the ARR’s own work. Work funded and con tro lled  by DOT/PF 
is  not governed by these p rov is ion s. Even i f  they would the S ta te  law 
would supersede such1-agreements.
We recommend th a t th is  b i l l  be approved and passed in to  law because i t  
i s  in the p u b lic 's  best In te re s t .
Sincere!v.

Hei _ re c to r
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March 9, 1998

The Honorable Drue Pearce 
Co-Chair Senate Finance Committee 
Alaska State Legislature 
State Capitol 
Room 518
Juneau, Alaska 99801

RE: SB - 285. “An Act relating to state
procurement practices.”

Dear Senator Pearce:
It seems to me that after reviewing Senate Bill 285 several times that the bill does not 
accomplish what I think you may have intended it to do.
. aspect tr.at /oar irientic- . ssrequi re ’.he Department of Transportation (DOT) to 
go ol; for competitive bid to private construction companies to do Railroad crossing and 
relocation work. Normally DOT gives this work to the Railroad because the Railroad 
operates the right-of-way and already has their own qualified engineers and 
construction employees. DOT reimburses us for cost, and an overhead rate. DOT 
determines the overhead rate which does not include a prof/t. Utility companies like 
Chugach Electric Association, Municipal Light and Power, Golden Valley Electric 
Association, and ENSTAR are now handled the same as the Railroad
In its present form, your proposed bill requires the Railroad to go out to competitive bid 
for the DOT jobs it does not do itself. This would rarely occur, since we have qualified 
trained employees on our payroll, and their union agreement generally mandates that 
we have them perform this work.
We think you intend that the ARRC's rights as a DOT recognized utility be limited, such
that ail DOT projects be competitively bid, thus denying our employees the opportunity
to do the work. We obviously disagree, for the following reasons:

Our track construction employees are all Alaskans, and they tend to come from
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the smaller railbelt communities like Wasilla, Talkeetna, Moose Pass, Nenana, 
and Cantwell. We are a local employer that pays a fair wage provided through a 
collective bargain process.
We are specialists in railroad construction. We have the know how, equipment, 
and materials. Larger jobs will require a contractor and equipment from Outside. 
Smaller jobs might be done with less equipment, but not as efficiently or 
effectively. In short, it will cost more. Most DOT jobs are done from our 
standard plans, we generally don’t charge DOT for engineering or site 
inspection, our qualified people are already on the job.
We work safety. Work on railroad tracks requires that trains pass safely through 
work zones. This can be done safely with a contractor, but only if a railroad
inspector is present, and then not as efficiently or as expeditiously.

The above reasons are why the Alaska Railroad is such a successful, self-sustaining 
enterprise. All of our performance measures are improving, productivity, customer 
satisfaction, and our ability to be self-sustaining as measured by our financial 
performance.
We suspect that you wi1! rot ag'ee that SB - 285 is a bad idea. With that in mind we 
•sotia .ike to offer suggestions to make the oill practicable for DOT, tne contractors, and 
the ARRC. First, we suggest the bill be limited to ‘'track reiocation or highway 
crossing civil construction required by DOT”. This will remove crossing signal 
mechanisms and electronics, a highly specialized field, from the bill. We have the only 
people qualified for this work in Alaska. This limitation would also allow DOT to 
compensate the ARRC for railroad inspection costs, since we must be present to 
protect our trains, our passengers and our customers freight. On occasion the Alaska 
Railroad receives certain Federal funding for specific safety related projects that are 
passed through the State DOT. In many cases these specific safety related projects 
are often matched by ARRC generated funds and we would recommend that these 
projects not be included in the proposed legislative bill.
Second, we would suggest the bill become effective in 1999. The ARRC is currently 
involved with DOT in several safety related projects. These jobs have been planned 
and engineered and includes Ocean Dock Road crossing. If these projects were 
delayed it would have z serious impact of correcting a serious safety hazard, in
addition to an unarticicated cost increase.
Third, we would like authority to bid for the work along with the contractors. We really
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do believe we are the lowest cost of accomplishing the work. Let DOT bid the work and 
allow the ARRC access to "unrestricted, open, competitive bidding".
There are several other issues which need additional emphasis. Safety of course is the 
number one issue. Any construction company would have to conform to the Federal 
regulatory requirements for railroad train protection, engineering, and construction on 
the track and signal installation. For the safety of our trains, our trained insp .ctors 
would have to certify all work to determine that the construction met the Feocral 
Railroad Standards.
However, \ would have to emphasize that construction for this work by a private 
contractor would add, at a minimum, about 10% to the existing cost. In addition, there
is the cost of materials. A private company would pay a premium for materials that we 
purchase in bulk quantities.
DOT sets the rate lhat we can charge them for performing this work. The ARRC is 
prohibited from adding a profit margin for this type of work. As a result, DOT audits the 
ARRC cost figures to ensure that all costs are reimbursed without any profit msrgin.
Your assistance in he,r ,ng us bring this issue to a mutual resolution would certainly be
spirsc'sted Pies?* free :: c_!,’ ..prr ms if you have additional questions or need 
otrief in!orrr;atic.<
Sincerely,

Governor Bill Sheffield
President and Chief Executive Officer
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HOUSE CS FOR SENATE BELL NO. 285( )

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWENTIETH LEGISLATURE - SECOND SESSION

BY
Offered:
Referred:
Sponsors): SENATE FINANCE COMMITTEE

A BILL

FOR AN ACT ENTITLED

"An Act relating to state procurement practices."

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

* Section 1. AS 36.30.015(e) is amended to read:
(e) The board of directors of the Alaska Railroad Corporation and the board 

of directors of the Alaska Aerospace Development Corporation shall adopt procedures 
to govern the procurement of supplies, services, professional services, and construction. 
The procedures must be substantially equivalent to the procedures prescribed in this 
chapter and in regulations adopted under this chapter. Notwithstanding the other 
provisions ol this subsection, the Alaska Railroad Corporation and the Alaska 
Aerospace Development Corporation shall comply with AS 36.30.170(b). and, when 
the Department of T ransportation and Public Facilities authorizes the Alaska 
Railroad Corporation to perform construction work instead of the Department 
of Transportation and Public Facilities, the Alaska Railroad Corporation shall use 
contractors to provide the supplies, services, professional services, and 
construction services ..:ecessarv for the work and shall use competitive sealed

*1*
N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]

HCS SB 285( )



hiHHiny nr competitive sealed proposals under AS 36.30.100 - 36.30.270 to procure 
the contractors.

* Sec. 2. The amendments to AS 36.30.015(e) made by sec. 1 of this Act only apply to 
a procurement that is begun on or after the effective date of this Act.
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HOUSE CS FOR SENATE B ILL NO. 285(F1N)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - SECOND SESSION

BY THE HOUSE FINANCE COMMITTEE
Offered:
Referred:
Sponsor(s): SENATE FINANCE COMMITTEE

A BILL

FOR AN ACT ENTITLED

"An Act relating to state procurement practices."

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

* Section 1. AS 36.30.015 is amended by adding a new subsection to read:
(i) Notwithstanding the authority to delegate under (a) of this section, the 

Department of Transportation and Public Facilities may not delegate civil construction 
work related to the railroad facilities of the Alaska Railroad Corporation, but shall (1) 
use contractors to provide the supplies, services, professional services, and construction 
services necessary for the work, (2) use competitive sealed bidding or competitive 
sealed proposals under AS 36.30.100 - 36.30.270 to obtain the contractors, and (3) 
allow the Alaska Railroad Corporation to submit a bid or proposal for the work. 
However, if the construction work is signalling or flagging work, or a signalling 
project with roadwork that is incidental, when compared to the total cost of the 
signalling project, to the signalling project, the Alaska Railroad Corporation shall 
perform the work either itself or by using contractors, and, if the Alaska Railroad 
Corporation uses contractors for the work, it shall obtain the contractors by using its

-1- H C S  SB 285(FIN )
N ew  T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETED]



1 procurement procedures established under (e) of this section.
2 * Sec. 2. The amendments to AS 36.30.015(a) made by sec. 1 of this Act only apply to
3 a procurement that is begun on or after the effective date of this Act.
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Civil Engineering and Surveying Coniullants Serving All of Alaska 1345 H’jidakuf Circle, Suite 201 

Anchor »gc, Aliuka 99508 
FAX: (V07) 338-538G 
Phone: (90'/) 337-3330

April 22, 1998

Rc: Senate Bill 285

Representative Gene. Thcrriault,
State House 
Juneau, Alaska

Dear Rep Therriault,

1 am the design engineer on the Ocean Dock Road project that includes building 50C0 
feet of railroad spurs at the Port of Anchorage. 1 support SB 285 because 1 believe that 
there should be more competition when a project like this goes to bid.

We have received an estimate from the Alaska Railroad to construct these spurs and 
their estimate is approximately $300 per foct for the 5000 feet of railroad spurs, The 
national average for constructing these spurs is about $100 per foot. Higher than usual 
costs almost always occur whenever a contractor is given the sole right to bid on a 
project. This is the current case with the Alaska Railroad regarding constructing 
railroad spurs and mainline.

I would amend the bill slightly and allow the Alaska Railroad to competitively bid on 
railroad construction that is funded by the ADOT&PF, I firmly believe that more 
competition will result in a better product at a lower cost. As an example, look at how 
the phone service has improved with items like caller ID and the audio clarity of the 
fiber optic system after GCI began competing against ATU in Anchorage.

Sincerely yours,

Robert O Eder 
President
VEt Consultants Inc.
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TONY KNOWLES, GOVERNOR

DEPARTM ENT O F TRANSPORTATION 
AND PUBL IC  FA C IL IT IES
OFFICE OF THE COMMISSIONER

3132 CHANNEL DRIVE 
JUNEAU. ALASKA 99*01-7*99

TEXT: (907) 4S50BS2
FAX: (907)586-3X5
PHONE: '907)46S3900

April 22. 199?

The Honorable John  J. Cowdery 
Alaska State Legislature 
State Capitol, Room 416 
Juneau, Alaska 99801-1182 MAY 0 r  1 9 9 7

Dear Representative Ccjswfcryr  ■ ; ~ r- ' . > j

Thank you for your inquiry regarding the contracting policies Involving the 
Alaska Railroad Corporation ("ARRC") on ceitaln Department of 
Transportation and Public Facilities (“DOT&PF") projects. We have read the 
letter from Cornerstone Construction on this subject and offer the following 
Information in regard to their concerns:

First, Cornerstone appears to have a fundamental misunderstanding 
concerning the ownership of ARRC’s right-of-way (‘ROW’) and the natu re of 
the DOT&PF related work ARRC actually performs. As you are aware, the 
ROW for the Alaska Railroad is owned by ARRC, not DOT&PF. Accordingly, 
DOT&PF does not have the legal authority to issue any contracts for work on 
ARRC's ROW without first obtaining ARRC's consent for such  work. ARRC 
routinely consents to DOT&PF projects that affect its ROW on the condition 
that DOT&PF meets all of its concerns related to public safety, liability, 
maintaining the integrity of ARRC's track structure and requirements to 
minimize the impact on ARRC's freight and passenger operations. For 
DOT&PF projects that involve changing or moving the track  structure, ARRC 
usually requires tha t this work be done by its own employees. This is 
typical!j a small portion of a  grade crossing project. The majority of the 
work e.g. constructing bridges, earthwork, etc. is competitively bid,

ARRC Insists upon performing work that involves its track structure because 
it has experienced and well-trained employees who perform this unique 
type of work on a  daily basis. Unlike most contractors, ARRC's crews are 
familiar with its track specifications and Federal Railroad Administration 
track requirements. ARRC's crews arc experienced in working under “live 
track" conditions and they are familiar with ARRC’s Lain operations. ARRC 
also has all of the specialized equipment necessary to perform such work 
and ARRC m aintains inventories of the necessary rail, crossties, ballast and 
other supplies required to perform the work. In short, ARRC crews ; 
perform such work in a manner tha t is safer, faster, less disruptive, and 
~nore cost efficient than couli be obtained from a contractor, More 
mportantly, the v.*ork Is perfc -med in a manner that is completely 

satisfactory to ARRC, the owns* of the track structure.

2M.T341M
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Second, Alaska law specifically grants ARRC or any other utility owner the 
right to periorm DOT&PF required relocation work with their own forces. 
(See 17 AAC 15.310-.461 and 17 AAC 15.471-.551). Additionally, the State 
Procurement Code specifically allows one government entity, such as 
DOT&PF, to contract with another such as ARRC on a sole source basis. (See 
AS 36.30.850(c): AS 36.30.710 and AS 3c.30.730).
Third, we believe that contracting directly with the owner of a utility or 
railroad for relocation work Is cost-effective. When ARRC or any other utility 
performs relocation work with their own forces, the work is paid by force 
account. That is a method of payment whereby the actual labor, materials 
and equipment •’’osts required to perform the work are paid. No profit is 
allowed, but overhead is paid based on a rate determined by audit. ’W ith 
regard to railroad relocation work, ARRC is reimbursed for its costs in  
accordance with guidelines estab'lshed by FHWA. ARRC is not paid any 
amount for profit. Prior to commencing a project. ARRC submits a detailed 
cost proposed to DOT&PF which is analyzed for reasonableness by DOT&PF 
engineers. Once a project is complete. DOT&PF routinely audits the 
payments made to ARRC to ensure that ARRC did not receive any payment 
for work that was not performed or costs that were not incurred.
Overall, it has been DOT&PF's experience that force account work offers 
advantages when the work is intermittent, favoring maintenance type crews 
versus production crews and when specialized knowledge of til* facility is 
required, usually for safety or access. There is a savings on preliminary 
engineering costs since detailed construction plans, specifications and 
contract documents do not have to be produced. Force account work also 
eliminates a layer of inspection and project management by the agency not 
being required to administer a contractor.
In summaiy, DOT&PF actively encourages competitively bidding public 
projects. Cost effective construction allows us to build more for our lim ited 
funds. We recognize however, that in  some circumstances, utilities such as 
ARRC have the right to control and perform the work on their own facilities 
which they must operate and maintain when the project is complete. In  
that instance, if  the work is not contracted out, payment is by strict force 
account. The current statutes and policies of the State of Alaska recognize 
and allow this flexibility. ARRC has demonstrated that it has sufficient 
equipment and expertise to perform the railroad relocations as required and 
our experience has been that it has done so in  a cost-effective manner.
If we can provide additional information or if you wish to discuss the issue 
further, please do not hesitate to contact me.

Sincerely,

Joseph L. Perkins, P.E. 
Commissioner



2652312 ARRC CORPORATE OFFIC 440 P04 APR 29 '93 09:37

' '  Representative C o/ y Page 3 (  April 22, 1997

cc: Senator Drue Pearce
Senator Sean Pamell
B ill Sheffield, Chairman, ARRC




