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MEMORANDUM 

TO:   Chris Constant, MOA Assembly Enterprise Committee Chair 

CC:   Anchorage Assembly, Mayor Ethan Berkowitz and Administration,  

  & Port User Group 

FROM:  Roe Sturgulewski, Ascent PGM 

RE:   PCT Bid Award (ITB 2019C033) Assembly Considerations 

DATE:  July 19, 2019 

_____________________________________________________________________________ 

Recent Actions 

The Berkowitz Administration forwarded Assembly Memorandum 477– 2019 recommending a 

contract award of the Petroleum, Cement Terminal (PCT) access trestle, and piling, pile caps, 

concrete deck structure and other work in the amount of $42,156,000 to Pacific Pile & Marine 

LP (PPM). This work would be constructed in 2020 and would be followed by another phase to 

be constructed later upon receipt of about $100M in additional funding. The PCT is the first 

major construction phase of the larger Port of Alaska Modernization Program (PAMP). 

 

A Port User Group was formed about 9 weeks ago. The Port User Group (Port Users) is made up 

of various shippers including: cargo, cement, petroleum and more. This group recently submitted 

a letter listing concerns with a recommendation to not proceed with the PCT Intent to Bid (ITB) 

award. An Assembly work session was held on July 13, 2019 to discuss the issue and another 

one is scheduled for July 22, 2019 in advance of a Public Hearing and Assembly vote on the ITB 

award on July 23, 2019.  

 

The Administration presented a comprehensive 102 slide PowerPoint deck supporting the award 

and the Port Users reviewed their letter at the July 13, 2019 work session. Ascent presented a 

general status update on their PAMP Analysis and Review report, but because of time 

constraints, did not provide detailed comments on the PCT award.  

 

The following provides considerations for the Assembly in their ITB award decision.  The 

information is also intended to provide detailed information to the POA team and Port Users in 

an effort to facilitate a common understanding. 

 

Brief Background 
The Port of Alaska (POA) currently has 5 major operational wharf structures: Terminals T1, T2 

and T3 and Terminals known as POL-1 and POL-2 that were initially constructed between 1958 

(start of T1) and 1990 (POL-2). There has been later construction of some components, including 

a 2001 access trestle to T3 (originally constructed in 1977). POA also has a Dry Barge Berth 

(DBB) and a (South) Floating Dock. It also has North Extension (NES) 1 and 2 and a Wet Barge 

Berth (WBB) that are considered defective and unusable by the Project Team. The PAMP 

currently anticipates demolition of all the 5 major operational wharf structures, NES 1 & 2 and 

the WBB. The South Floating Dock is being relocated as part of the Program.  

 

The new buildout phase of the Program currently reflects a reduction of 1 terminal (T3) from the 

current 5 main operational wharfs. The cost of the Program was initially presented to the 
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Assembly as $485M in November 2014 and was presented as $1.932B in the July 13, 2019 work 

session.  

 

Given cost escalations, there is not a clear vision of the program’s ultimate scope or cost. Port  

Users have expressed initial support for several concepts that could significantly reduce the 

required Program buildout. Tote is considering an option to only have three trestles without a 

marginal wharf. They use this configuration at their Tacoma facility which loads POA bound 

cargo.  

 

Fuel suppliers generally support the addition of fuel headers at the general cargo terminals in lieu 

of new petroleum wharf facilities. This would result in significant PAMP cost savings. While 

this combination of cargo and fuel delivery capacity is used in other Alaskan and US ports, it has 

not been fully vetted for Cook Inlet’s large tidal variation. POA’s current petroleum facilities use 

static hose towers which would be problematic with Matson’s LoLo crane operations. It’s 

anticipated some sort of mobile hose tower would be employed at the LoLo berth.  

 

While there is not currently agreement between the Administration and Users on how to proceed 

on the PCT, there is agreement that the scope of the remainder of the Program should be 

reconsidered to provide a lower cost solution.   

 

The utilization rate of the existing 5 wharfs is relatively low. POA’s three main business lines are 

cargo, petroleum products and cement. The major cargo carriers, Tote and Matson, make a total 

of about 102 port calls a year. Tote uses Roll-On – Roll-Off (RoRo) technology. Matson uses 

Lift-On – Lift-Off (LoLo) technology. The usage rate on their preferential use terminals is less 

than 40%. Vessels from these cargo companies are both scheduled to arrive on Tuesday and 

Sunday. POA receives about 40 petroleum and 4 bulk cement deliveries a year. POA services 

other ships and barges and has been designated as a Department of Defense National Strategic 

Seaport, used by JBER, the adjoining military base.   

 

The current Program eliminates one terminal (T3). Based on a utilization analysis, additional 

wharf consolidation is possible.  The Administration and Users held a Roundtable on June 13 

and 14, 2019 to discuss how to proceed with the Program. The Administration proposed a 

revised PAMP scope option to reduce the replacement buildout from 4 facilities to 2 (new PCT 

and 1 cargo (RoRo and LoLo) terminal). This solution would essentially double the cargo 

terminal utilization rate but would require Tote and/or Matson to reschedule their ships to arrive 

on different days. The cargo carriers do not support this option. In the event all existing wharf 

facilities were removed as contemplated in the current PAMP, this option could also be 

problematic to existing agreements with DOD that contemplate POA providing about 2,000 

lineal feet of wharf face.  

 

The Geotechnical Advisory Commission (GAC) has recommended that additional seismic 

resiliency be added to one fuel and one cargo berth to facilitate commodity delivery after a major 

earthquake.  
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ASSEMBLY CONSIDERATIONS 

Petroleum Cement Terminal (PCT) 

• The PCT had been presented with a go forward cost of $189m at the June 2019 

Roundtable and $158m at the July 13, 2019 Work Session after incorporation of the PCT 

bid which came in about $18m below the Engineer’s Estimate. The PCT is designed to 

accommodate petroleum products and cement. In the event fuel vaults in the cargo 

terminals were proven viable, the associated capital costs would be significantly less than 

construction of two new standalone petroleum terminals in the current PAMP.  

• Cement ships typically berth 12 to 21 days on each of the 4 annual deliveries. That 

duration would likely decrease when using the existing cement loader at the PCT location 

due to the reduced pumping distances. The berthing duration would decrease further if a 

larger unloader was employed. This is currently contemplated but not firmly scheduled. 

The current program envisions increasing the dredging depth from a nominal -35 to -45 

MLLW. During the Roundtable, discussions occurred that the increased draft may not be 

required by a certain user that had been assumed to be upgrading vessels and the ship 

pilots noted there were shoals in lower Cook Inlet that would be problematic for the 

deeper draft vessels. The ultimate draft depth was not fully vetted during the Roundtable 

and requires additional discussion. The draft depth is significant as it affects the size of 

the vessels using the wharf and the associated design requirements as further discussed 

below.  

• The potential to incorporate fuel vaults into the cargo berths in lieu of the PCT and 

another petroleum terminal and the potential to avoid scores of millions of dollars in 

capital costs is a major Port User PCT concern. The costs to install fuel headers with a 

mobile hose tower at the LoLo berth would be a small fraction of the cost to provide an 

independent terminal. If fuel vaults in the cargo berths were viable, and the PCT was only 

needed to service the cement ships, the current tariffs would only provide 0.1% of the 

capital cost of the PCT facility on an annual basis.  

• Combining the fuel and cargo capacity into one berth would meet the Geotechnical 

Advisory Commission (GAC) seismic resiliency intent in one less berth and result in 

additional program cost savings. (There has also been discussion about seismic resiliency 

related to cement delivery. A GAC member attending the Roundtable noted that the GAC 

had believed cement was delivered on a weekly basis rather than four times a year and 

that the actual delivery frequency lessened the seismic resiliency concern related to 

cement delivery.) In summary, a root misalignment related to the PCT is the Users 

believe there are much cheaper solutions to address cement and fuel ship berthing needs  

than providing the PCT as currently designed.  

 

Value Engineering of the PCT 

• Since 2014, the cost estimate of the PCT has increased from about $38m to a current 

estimate of about $226m. In a July 13, 2019 meeting, the Administration presented three 

potential options to reduce PCT costs: changes to pile coatings, deck height and trestle 

width. Ascent agrees with the POA team that it would be prudent to retain the enhanced 

pile coatings to provide additional pile life. Piling have proven to be the most fragile 
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component in the POA wharf structures. Discussions on 75-year design life have 

occurred between the parties and it appears there may not be a common understanding of 

what this means and the associated costs. Additional discussions between the Users and 

POA using different terminology could align the party’s thoughts on use of enhanced 

piling coating to prolong the piling life.  

• The original POA terminal piles were typically nominally 7/16“ wall without 

galvanization. While severely compromised, many of these piling have been in place for 

50 to over 60 years with about 50% of them receiving steel/ grout “jackets” in the high 

corrosion areas. The PCT piles are generally 0.75 to 1.625” thick and have both 

galvanization and additional protective coatings. (The current facilities do have corrosion 

protection systems, but they are problematic and not fully maintained in part because the 

terminal berths are anticipated to be demolished within 10 years. In the event the master 

plan includes retaining certain of the existing facilities additional efforts to prolong the 

life of the existing piles through use of enhanced cathodic protection should be 

considered.)  

 

Long-Range Tanker Issue 

• As briefly noted in the earlier work session, there are other potential elements that could 

be reduced. The PCT design team used the Two Million Ways, a 74,000 Dead Weight 

Tonnage ((dwt) = carrying capacity)) long-range tanker as one of the design vessels. 

While this vessel has delivered to the POA in the past, its use has been infrequent. No 

long-range tankers delivered to the POA in 2018. The tankers using the POA in 2018 

were typically medium-range vessels with 50,000 dwt capacity and nominal lengths 

(LOA) of about 600’ versus the nominal 750’ LOA of the long-range vessels.  POL-1 and 

2 were designed for 35,000 dwt and 50,000 dwt vessels respectively. Long-range vessels 

like the Two Million Ways have deeper draft and can carry more volume than the 

medium-range tankers currently used.  

• It is not clear if dredging to -45 MLLW will be implemented to accommodate the larger 

long-range vessels and take advantage of the associated efficiencies. Designing for the 

larger vessel has cost implications as ice, wind and other berthing loads are increased 

with larger vessels. This relates to both the PH 1 platform and the PH 2 mooring and 

breasting dolphins. The PCT has been designed to withstand lateral loads using bending 

of the steel piles which is structurally inefficient but simplifies marine mammal 

permitting. Reducing the design vessel to medium-range tankers may reduce piling sizes 

and lower costs. Use of batter piles in lieu of increased pile thickness could also 

potentially reduce costs.  

  

Cement Loader 

• The Administration has noted the trestle width could be reduced in the event the existing 

cement loader was used in lieu of a proposed larger and more efficient loader. While this 

is true, it does not address all the potential savings associated with designing for a smaller 

cement unloader. A smaller loader would also allow reduction in the size of the PCT 

platform. The existing POL-1 was originally constructed with an 8,028 square foot (sf) 

platform. While the cement loader is on this platform the fuel hose tower is on an 

adjoining element. The initial PAMP 15% PCT design drawings had an 8,244sf platform. 

The ITB platform design was 15,300sf, an 86% increase above the 15% PAMP design. 
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While ABI would prefer the capability of a future larger loader, they have expressed 

willingness to retain the smaller capacity loader if it would lower costs. ABI has noted 

they need about 5,100sf plus some additional operational area. 

• While Ascent has not reviewed the PCT design calculations, the loader is likely included 

in the live load seismic calculations. Use of the smaller loader could potentially reduce 

certain structural lateral components. The facility has been designed for added seismic 

resiliency. Elimination of this design requirement would further reduce the lateral loading 

requirements and pile thickness. Past discussions on this subject have only quantified 

material costs and do not reflect the full gamut of contractor related costs including labor 

and equipment costs including modifications required to handle larger pile loads.   

 

Other possible reductions (questions posed to POA team and users today) 

• About 3,000sf of the PCT platform serves to support the 6 fuel lines. These lines (and 

others) are cantilevered beyond the deck service adjacent to the trestle. It may be possible 

to provide a similar design solution on the north side of the PCT and save both deck 

space and reduce the number of piling.  

• Operations building. While construction of this nominal 400sf footprint structure (2 

stories with a third level deck) is in PH 2, space is being provided in the PH 1 platform. 

When open adjacent space is considered there is approximately 1,000sf of deck assigned 

to this use. The building is a $3m+ element not including piling and deck costs. It may be 

possible to eliminate, reduce the size or move the building shoreside.    

Timing/Sequencing of the PCT  

As noted in the initial work session, a primary reason for doing the PCT first is to provide 

available work area to sequentially (re) construct the remaining new berths. Completion of the 

PCT would allow shifting the cement ship offloads to free up the terminal referred to as “POL-1” 

(for delivery of petroleum, oil and lubricants) area for reconstruction. This facilitates the 

“hopscotching” anticipated in the current PAMP. While there is an economic benefit to the 

Municipality of Anchorage (MOA) from installing the PCT first, there are many other options 

available to facilitate sequencing.  

One potential path would be to collaborate with the Port’s cement shipper Alaska Basic 

Industries company (ABI) to accommodate summer wharf construction. ABI typically receives 4 

cement ships a year with their earliest one coming in mid-April and the latest one in October. 

Annual delivery volumes vary, with the health of Alaska’s construction economy a major driver. 

The small state budgets over the last few years have lowered volumes. ABI has some ability to 

the “super load” their storage capacity to reduce the number of shipments and minimize or 

eliminate summer delivery requirements.  

While break bulk operations are more efficient, ABI can also import cement in “supersacks” like 

some of their competition or import cement in railcars. The latter option is currently problematic 

due to high demand and a booming construction economy in the lower 48. While the distance 

ABI pumps cement is large, they have previously pumped it even farther at the POA. They had 

previously relocated their cement unloader north onto T1 in a past POA reconstruction project. 

Discussions indicate they would be willing to do this again. Another option to accommodate ABI 
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offloads would be to pay demurrage charges to the cement ships. While there is not a firmly 

defined master plan on the scope of the remaining PAMP program, it is likely interim cement 

operations could be accommodated in the construction sequencing. The sequencing alternative is 

consistent with the User’s POL-1 proposal.  

POL-1  

• While suggestions on other aspects of the PCT from Port Users are forthcoming, Port 

Users have brought forward a specific proposal on the terminal known as POL-1.  Port 

Users have proposed a 20 to 30’ seaward extension off the face of POL-1 that would 

front the majority of the POL-1 face. 

• The drawing in the Administration slide deck presented a nominal 140’ seaward 

extension over a limited portion of POL-1 which is not aligned with the Port User’s 

thinking. The Port Users proposed their concept in part because it addressed concerns 

about the perceived need to take immediate action to maintain service. Their proposal 

contemplated the new construction would allow vessel berthing forces to be 

accommodated in new construction. The Project team has reached out to the User group 

and a meeting is scheduled for the afternoon of July 19, 2019 to discuss the concept in 

more depth. The Port User proposal is consistent with either structural repair or 

replacement in place of the existing POL-1 dock. Similar major wharf structural repair 

was previously performed on T1 after the 1964 earthquake. Replacement piling and 

concrete epoxy work were done in 1972 and 1973 by Stout and Stout.   
• Alternatively, POL-1 (and the other terminals) could be completely rebuilt in their 

existing locations using the existing wharf and trestle elements as work platforms. This 

approach would be consistent with installation of a larger gage Matson crane by 

extending the wharf structure to the east. While there are inefficiencies related to 

rebuilding in place, discussions with the marine contracting community indicate 

substantial savings could arise from being able to conduct all the work in the dry which 

may be possible depending on future design choices.    

• A variation to these options would to fully rebuild one or two of the seaward pile bents in 

place and repair the balance of the structure. This is generally like the User proposal but 

keeps the wharf face in the existing location.     

 

Project Funding 

While additional PCT capacity is better, it is relevant to consider the cost/ revenue generation 

perspective. Cement tariffs generated approximately $170,000 to POA in 2018. The anticipated 

future cost of the PCT is $158m.  

• The User proposal coupled with repair of POL-1 could potentially be accomplished at a 

significantly lower cost than the PCT. Design life associated with POL-1 repair would 

likely be less than with in place replacement. Full replacement of the existing structure 

would reduce the savings.  

• One primary Port User concern is the cost of the PCT as compared to the overall program 

benefit. Based on discussions with some of the Port Users, if significant cost reductions 
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could occur in the PCT, they would be willing to strongly consider supporting PCT 

construction.  

• As noted in the July 13, 2019 work session, the MOA has previously negotiated with the 

low bid contractors prior to award. This was done on the $60mAnchorage Jail Project to 

reduce construction costs to within available funds. (This approach differs from the 

Administration’s suggestion to do any modifications post award.)  From past experience, 

contractors are often willing to work in collaboration with the owner to facilitate receipt 

of a contract. Value engineering the PCT does provide a potential path for MOA to obtain 

alignment with the Users.  

The slide deck presented by the Administration was helpful to understand the revenue 

requirements related to a nominal $200M bond issue using both conventional and low cost 

AIDEA financing. The latter concept could be a key component of the overall PAMP POF. To 

gain alignment of the parties, it would be helpful to have a general understanding on the ultimate 

magnitude of the PAMP tariff increases. It would be beneficial for the parties to agree to a 

common vision of a tariff target increase and the Administration’s analysis could serve as an 

initial talking point to develop a consensus related to the tariff component of the entire PAMP.  

There is residual concern with the Users associated with the initially presented tariffs that 

showed a nominal 2,000% increase in the POA revenue requirements. While a definitive funding 

plan has not been generated, the Users and Administration have both been supportive of a plan 

where most of the required PAMP funding would come from sources other than tariffs, including 

State and Federal funding. Both the Users and Administration have noted the importance of 

working together in a collaborative and unified effort to procure grant funding. The Port of 

Alaska benefits the entire State and it’s anticipated a coalition of stakeholders would be 

developed to advocate at the State and Federal levels. The lack of alignment between the Users 

and Administration on the PCT will both complicate and compromise the ability to gain 

stakeholder investment support at both the State and Federal levels, including AIDEA low cost 

funding.  

State Grants 

There is benefit in encumbering the early State grant and GO bond funding. This would be 

consistent with award of the existing ITB or award of the ITB after performing value engineering 

and negotiating with PPM. Another potential approach for the MOA to consider, in lieu of 

committing to PCT construction, would be to procure piling or other construction materials to be 

used on the PAMP program. There are risks associated with this approach related to providing 

owner supplied materials and the procurement would need to be made consistent with the 

Grant/GO bond strings. This approach is complicated by the lack of firm definition of the full 

program scope and required materials.    

 

$17m Total Cost Premium 

The Administration has stated there would be an estimated $17m cost premium by not awarding 

the contract to PPM. The three substantiation components all bear discussion.  

 

$5m Cost Escalation Premium 
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• This was based on one year of escalation at 3% on the future PCT spend of about $160m. 

MOA has $60m in hand. By awarding the contract to PPM, MOA is avoiding escalation 

on $42m of construction which equates to about $1.2m annually. MOA does not have the 

estimated $100m needed to complete the facility in hand and it is not clear when this 

funding will be obtained. The Assembly’s July 23, 2019 award decision does not directly 

establish the completion timing of the PCT, and it is not a given that Assembly action 

will avoid escalation on the unfunded portion of the PCT.  

 

$10m Cost Rebid Premium 

• While it is not known as a sure fact, a member of Anchorage’s marine contracting 

community has speculated PPM knew they were the only bidder. The number of 

contractors registered on MOA bidder list was small. More importantly, the piling 

materials used in the PCT are not standard, with limited mills willing to produce the 

larger heavy wall thickness 48” piling. Contractors can, and often do, determine 

intelligence on their competition through vendor and subcontractor discussions.  

 

It is relevant to understand why MOA only received 1 bid. Discussions with the marine 

contracting community indicate one of the reasons for this is that very large marine 

equipment is required to install the PCT piling. The equipment required for pile 

installation is larger than many local contractors have in their fleets as well as certain 

other west coast firms doing work in Alaska. PPM had large cranes and equipment 

available to perform the work. A lesson learned from this ITB could be that the delivery 

team needs to consider how the Plan of Finance and funding availability coupled with the 

design affects the universe of contractors willing and able to construct the work. This 

applies to PH 1 and PH 2 of the PCT and the balance of the program. PH 2 of the PCT 

work currently includes 12’ diameter monopiles where there are reportedly only two 

hammers in the world available to drive them. In the event MOA did rebid PH 1, they 

could consider a redesign that would provide a more competitive bidding situation. This 

should be considered in conjunction with other factors including environmental 

permitting constraints. A funding reality, based on the current others pay POF, suggests it 

is likely that funding will be limited throughout completion of the PAMP. To facilitate 

competitive bidding, this further suggests project designs be tailored to the universe of 

contractors that will be interested in pursuing the future work.  

 

Another factor relevant to the stated $10M rebid premium relates to the 30% variance in 

the bid under the Engineer’s cost estimate. As noted in previous Enterprise Committee 

meetings, there are multiple factors that contributed to the cost escalation contained in the 

current Program $1.9b cost estimate. A primary driver in the 75% increase from the 

$1.1b PAMP cost presented to the Assembly in the FY 2019 Port Capital budget is 

incorporation of unit prices obtained from the PCT Construction Manager at Risk (CMR) 

into the total program cost estimate. POA chose to not award to their PCT CMR 

contractor after agreement could not be reached on the value of the PCT Work. Review 

of the Independent Cost Engineer (ICE) and CMR estimates reveals a large increase in 

the ICE estimates after progression of the design and incorporation of certain of the CMR 

assumptions. While the PPM bid was significantly under the Engineers’ estimate, the 
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basis of the latter has been clouded by the PCT CMR procurement and data acquisition 

and the use of this information in the Engineer’s estimate.  

 

$2m Pile Jacketing Costs Premium 

• The stated cost reflects POA’s current annual pile jacketing annual expenditure. There 

are 4 of the 5 wharfs that currently receive jacketing and the fifth is scheduled to receive 

jacketing this year. Construction of PH 1 of the PCT will not reduce all the POA’s annual 

jacketing costs. It may reduce a nominal 20 or 25% of the annual jacketing costs in the 

event the Master Plan eliminates POL-1 in the ultimate master plan. This is not a given. 

Additionally, funding is not available to complete the PCT construction and will not 

directly translate into savings until the PCT is completed. 

 

Other considerations 

• There are other factors to consider that would affect the ultimate amount of savings 

accruing to MOA and the Users including grant related risks (reduce savings) and the 

capital cost variances for alternate solutions to the existing design (increase savings).   

 

Possible Choices for Assembly 
Given all the current information, we see three main possible choices for the Assembly at this 

point in time regarding the PCT bid award:  

 

1. Award as bid as stated in memo at $42m. Additional phase(s) of construction would be 

required to implement the current PCT plan (in the range of $100m). 

 

2. Scale back deck and trestle size and/or change pipe thickness.  

Option two could result in: 

• Lower cost 

• Ease up deadlines for ordering steel 

• Reduces risk of running out of time to complete construction in the same season 

• Allows port user groups time to weigh in and get what they need in the PCT project  

  

Based on experience, we believe the project can move forward even if scaled back, and still stay 

on the planned construction schedule while at the same time, better positioning MOA to fund and 

complete future phases.  

 

3. Don’t award.  

 

Don’t hesitate to contact me at 907-244-8669 or roe.sturgulewski@ascentpgm.com if you have 

any questions.  

 

 


