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THE 2LLASKA RAILROAD ACT,

signed into law March 12, 1914,

(38 Sfcat. 305) states:

“The-President of the United

States 1s empowered, authorized,

and directed to :.:.ordesi$natQ

and-_.cause to"be located iIn the

Territory of Alaska not to ex-

ceed iIn the aggregate one thousand

ifff.es, to be so located as to

connect one or more of the open

Pacific Ocean harbors on the
D
southern coast: of Alaska with the

navigable waters iIn the interior

of Alaska, and with a coal field

or fields so as best to aid iIn the

development of the agricultural

and mineral or other resources of

Alaska, and the settlement of the

public lands therein...."

jouu.W Ai'.s. TSM:i;j.v.rir. and

locution, countnet h.n. and operation.— "The

0l :1<r united Kiutcii b ei::[Mured, uinhorlr.vtl, ami
dir- t=J ti a"..jit aed us* a nar.e Ly whi/h in designate Jhc
n.i".t>»el or mi."so.n"lkvand iuc.jh.rtdJes (0 be lecrh.-d, owned,
iler;2. 1.7, or eeperilled under the authority of tertians 201 to
3y> of m|f| | v employ such ofliccm, agents, or agencies,

out tbeﬂ(nirjuses of swtiuus SOI to COS; to :t«tborl« and mjairn
siieli ofk-crs, agents-, or ngeucicrj to perform any *r all of the
diitic# ka;&o.ied ujwm hliu by tbe tortus of seetiorw 3H1 to COS; to
detail -ud require any oMicer or oflieers Su tlic Thirluecr Corps
in the Army or Navy to perform sendee rindor rcvtlom SOI to
xS Cx the rfinilirnttitinu of all officers, agents, or emgloyws
ajijsiintcd or designated b¥ him: to designate cud can-** to i*e
located a route or roup's fur a line or lines of mlinc. 1in the
Tciriwy of Alaska no: M u-veettl in the aggregate one thousand
miles, to be so lo«...cl as to oJlJicet one or More of the o]»en
Pacific C'ecnu harbors ou the southern const of Alesha with the
navigable waters in the interior of Alasha, and with a coal field
or fields so us best to aid In the development of the agricultural
aud mineral or other resource* of Alaslra, and tlie settlement-
of the public Intsls therein:,and dlas to provide transportation
of coat for the Army and Nary, transportation of troops, arms,
munitions of war, tbe mails, nnd for other governmental and
public uses and for the »ran.fp«rtution of imusvujjew and prop-
erly; to construct and build « railroad or railroads along surii
route or routes as he niny so designate nnd locate, with the
mrcs-siry branch lines, feeders, sidings, snitches, and spurs;
to jmrchnse or otherwise r.cqnire ail real and personal prop-
erty necessary to carry oat the purposes of sections 301 to
30%; to exercise the. jower of eminent domain in acquiring
Broperty for such use, which nse is declared to be a public use,’
y condemnation In ihe conrts of Alaska In accorduuce with
the laws now or hereafter in force there; to acquire rights of
way, terminal grounds, nnd all other rights; to purchase or
otherwise acquire :.!l necessary equipment for the coiwnutlor.
n.id toleration of such railroad or railroads; to build or o«;«r-
wise acquire docks, wharves, terminal tacilltlo, and nil struc-
tures needed for the equipment and operation of such railroad
or railroads; to Ax. change, or modifi/1 rates for the transporta-
tion of passengers nnd property, which rates shall lie. equal
and uniform, but no free transportation or passes shall be per-
mitted except that the provisions of the interstate commerce
laws relating to the transportation of employees and Ox-Ir
families bimll be hi ferca as to the linos constructed under
sections 301 ‘to 1OS; to receive compensation for the (run*-
portalion of passengers and property, and to perform gen-
orally «H the usual duties of a common carrier by railroad; tu
make at-d c*liidiidi rule* and regulations for tlic control and
ojicr..;lou of sold railroad or vailionds; la his dhcictioa, to
lease the said railroad or railroads, or any Fortion Ilicreof,
Including telegraph end telephone lines, atter com-je”lon
under such terms as ho may deem proper, but no lease shall
>* frr a longer period than twenty years, or la the event of
failure to lease, to opovnte the same until the further action of
Congress. It said railroad or railroads, Including telegraph
uid telephone lilies, lire leaned under the authority given
under rectoms 301 tn 30S. then and La that event they
*hull be operated under the jurlydlctlou and control of the
provisions of the Interstiite oumncrce laws; to purchase, con-
demn or cllicrwi.-e acquire upon such terms as he may d*cm
pro;-rr nr.y other Hue or lines of railroad in A'aska which may
be rrcesyary to complvtc th* construction of the Hue or lines
of railroad designated or located by him. The price to be paid
lii of purchase shall i* m* ense exceed llie actual phgiJrel
\ub.e of Ilie rniir.iad; to n:nho contracts or jigrcomrnls with
coy railroad or sIcum-hi}F company or vessel owner for Joint
Ir:‘i b'Kirtation Of pi«cyng(T»» or property ever the roml or reads
herein provided for, and such railroad or steamship bn>* OF by
«air.., vessel, and I» make sucli oilier contracts as may In* scces-
saiv to carry out any of (he purpowci of sections 301 to
bur; to utlilr.e in carrying r*u Ibe work herein provided for any
tnd ail ninellte.-ry, iipiijtmenl. iiistruiueiitq material, and «»llier
pj<..srly of any r.crt v.bat-ocver used or ocquin.d In v>nuirctlen



'§*m302 -

with the runninmilou of the Panama Canal' ro far ami a<
rapidly as U»o sumo Is im longer iiet*dcd at IViinnni, anti ted
MSCcfSxirs to tlic Isthmian Canal CSiniinls*d«.n arc nutliiiiiscd
Coileii'-iT said properly to such oflkvrs or ﬁ>-rssis as llie I'rvsl-
miiit may designate, am] In take credit therefor at sneii per-
centage uf its crigluai cwt as llic President tin*}: approve/but
tills nnmr.nt shall'nut lv ciiarged against Use fund provided for
In ral.l sections. (Mar. 32.1«M.c. 47,1 1. IS -Slat. CUT.)

S02. Telegraph and telephone lines.—Tin* authority grunted
iuiliy scclija 20l of this title sbaii include tli" power to con-
Mrucl maintain, and operate telegraph and telephone lines so
far ns they may Is? necessary nr «-»mvculent in the construction
and operation of tlic railroad or railroads as herein authorized
mid they sltall ﬁerform generally all Tito usual duties of tele-
graph and telephone lines for lure. (Mar. 12, 1Cl4, ¢. 37, | 1,

5 Slat. 3(li)

+ 303. Tomtsilcs.—The ITcshk-ui is authorized to withdraw,
locate, nuil disposc of. under xucii rules and regiflatiuus as he
tuny prescrilic. such area or arva* of lire puldic domain ulcus
the line or linos of such proposed railroad or railroads for
town.slle purposes as Lc.may from time to time designate.
(Mar. 12.1t)14,¢. 37. ! 1.3S Slat. SOT.) _

- SG4. Terminals, stations and rights o( way.—Terminal and
station grounds and rights of way through the lands cf the
United States in the Territory  Alaska are granted for the
construetlon of railroads. telegraph ami telephone linns nnilior-
Ized hv scvtlons 301 to 303 of this title, and the President may,
In Mich nutancr as ho deems advisable. make reservation of such
hinds us arc or may be useful f«*r Curui‘hiug materluis for con-
yrrailloti nnd lor stations, terminals. d.*cl's. and for such oilier
purﬁoses In connection with the mustmother ami Operation of
such railroad lines as lie may deem peves-try and desirable.
(Mar. 12, 1011, ¢. 37, i 1. C> Star. 30*.

303. Talents to contain reserve for right of way.—In nil
patents for |lunds taken up. entered. «* located in Alaska after
March 32, 1014, there shall be expressed that there is reserved
to tlic United States a right of way for the construction of rail-
roads, li-ii-griipli and t*-hli3i*»*ic lines 1" [In* extent of -ino
hundred feet on either side of lire center line of any such mail
mid twer.ty.fivc feet on either side of the center line of any
such telegraph or telephone lincc. (Mar. 32, 1014, c. 37, J 1,
S3 StnL .103)

206. DisFosition of proceeds of lerse or sale of public
lands.—All moneys derived from the lease, sale, or disposal ol
nny of the public lands, iiH-)i»ll.c Ucwviisli*>, hi Alaska, or the
crul or rainqgral therein contained, or the !hither llicrenn, and
thj enridngs of said railrend or railroads, together with the
earuliigtf of the telegraph nnd telephone lim-» colistrueled under
authority ef mo.-iious 5501 M» SvS of this title, above iunintulii:iee
charges and uin-rating expoix*. siudl be paid tub* ti ¢ Treasur
of the United States as other misrciiiineons receipts ore paid,
nnd d separate account* tinroof shall be kept and annually re-
ported tc Congress. (Mar. 32,1U14. ¢. 37.1 3. 3% Slat. 107.)

3*31. Authority of President.— It If the Intent and putpose cf
Congress through the provisions of reelions 301 to 30§ of this
title to authorize and empower the Ll'rcsldetit of ike United
h'nMes, and I:e Is fully authorized nnd empowered, through such
0.T.eers, agents, or agencies ns iioSnny nppout or employ, to do
nil weco.'snry acts and things la njditkc. to tiioso iFeeIiiIIy
authorized In such section?: to enable hint to accompli *h the
pinpores and objects of mrii wetle», (Mar. 32, wdl c. 37
S 1. 39 Slat. 303.)

309. Officers, agent?, etc., to make annual report In Presi-
dent; transmission to C-mgrcf?.—Tlio cilkcrs, agents, ‘or ngen
etc* placed in charge of the w..;k hr tin? President .sltali make
in tlic President aumtali]y_. rn-J at *ueh ether iierhid* ns mny
be required by the ['re.-nicrl or bz cltlir-r Hoimo of Congress,
loll aud complete reports of all their acls nud doings and of

TITI.L® 4$r-riziU:/TOFUM AXD L. MTLAGrrVhSMISIV.vs - ~ n

all moneys received and exjwadeil In Use nii'Invtbm »f mid
work and In the nitration of Mthl ‘work or wurtw and Ir. «»
performance of their duties In eoniuvtioii therewith. TI.*
annual reports provided for Jn tfils rcetiou simil by Jy tlic
President Iransr.itlicd to Congress. (Mur. 32, li*Jt, e. 17, t 4,
3§ Slat. 107.)



ALASKA OVERVIEW.  LEGISLATIVE HISTORY

The Alaska State Legislature enacted House Joint Resolution 27 in 1975,
directing Governor Jay Hammond to convene an international conference to
discuss possible railroad connection between Alaska and Canada. Howevex,
only through constant pressure by legislative leaders on the Governor's
office did it finally occur. On April 8, 1976 (one year later), a
meeting was held in municipal offices in Juneau, attended by members of
state,’ federal and Canadian governmental agencies, andrepresentatives

of industry and rail companies from Alaska, Canada " id the Western
United States.



ALASKA OVERVIEW: LEGISLATIVE HISTORY

The Alaska. State Legislature enacted House Joint Resolution 27 in 1975,
directing Governor Jay Hammond to convene an international conference to
discuss possible railroad connection between Alaska and Canada. However,
only through constant pressure by legislative leaders on the Governorl®»
office did it finally occur. On April 8, 1976 (one year later), a
meeting was held in municipal offices in Juneau, attended by members of
state, federal and Canadian governmental agencies, and representatives
of industry and rail companies from Alaska, Canada and the Western
United States.

It was learned that Alaska was far behind Canada in transportation
planning, particularly- for rail, and that an official commitment to
perform such planning was essential. That commitment came in the form of
a special legislative appropriation. To show good faith to both the
Canadian and the U.S. Federal governments, resolutions were enacted that
declared Alaska”™ support for the project. The Alaska State Legislature
appropriated the sura of $50,000, to perform a review of the project's
potentials. Further, 5t was agreed that there was great potential in the
State, and that it appeared to be a most viable project. The major
hurdle would be the assurance that continued efforts would be made to
pursue the idea, and that a formal comitmen™" be made by the State of
Alaska. The majority of those iIn attendance were clearly in favor of
further work on this project.

In 1977, the Alaska State Legislature appropriated $865 000 for the
purpose of reconnaissance photography and studies, fieU surveys, mapping,
engineering work and cost comparisons to delineate a utility corridor

and railroad right-of-way for extension of the Alaska Railroad. Governor
Jay Hammond line-item vetoed all but $150,000 of the money appropriated.
The Department of Transportation was only able to perform minimal route

reconnaissance in 1977.



At the opening of the neat legislative session in January 1978, the
members restored the full dollar amount of the original appropriation by
overriding the veto. By this time, however, the most important factor
controlling success of this project was time, since a great amount of
work needed to be completed before June 30, 1979, at which, time the

funding was scheduled to expire.

In 1978, the Governor again line-item vetoed $265,000 out of this same
appropriation, and the Alaska State Legislature immediately appropriated
these same dollars to the Legislative Council, in order to complete the
work as planned. Thus, the authority of the Governor to control these
dollars was taken away- The assurance that the necessary v/ork would be

completed was accomplished.

In 1979, the Governor once more attempted to line-item veto the $265,000
from the budget, but this time was forced to Teplace the money because
contracts were already committed on these dollars, and substantial legal
liabilities would have been incurred by himself and his office. The
Alaska State House and Senate issued a joint statement in 1979 giving

full support to the rail extension project. .
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CH aP.34.—An Act.To repgjl. an Act regelating tii nstruction of bri uch o,
oot s Ahii e Ching, 18PBllgn Act regelating tie construction of bridges  wyp sy

- . _ (Public, No. 66.]
Be 1ii enacted by the Senate and House ofRepresentatives ofthe United

Sides of America in Congress assembled, Tiiat the Act of Congress ohiift* *3 RlITer~

entitled “An Act regulating the construction of bridges over the vJdeatr,ctlons 00

Muskingum River in Ohio, ™ approved April second, eighteen him- novla.® IC0°“~ rv

dred and eighty-eight, be. and the same is hereby, repealed. piy AP n-
Approved, March 9, 1914.

CHAP.35.—A t To.authorize tne copstryction, maintenance, and operation rairR mesv
ofagndge acrods t%eAfomblgbeeoFslvert?l ar 8?& %otton (ﬂn ott, in Monroe Eounty,

Mississippi- (Public, No. 67.]

Be ii enacted by the Senate and House of Representatives of the United
States of America inCongress assembled, That the board of supervisors a0 troe*couTty.
of Monroe County, Mississippi, is hereby authorized to construct, oifconcm ctn”on.
maintain, and operate a bridgs and approaches thereto across the
Tombigbee River, at a point suitable to the interests of navigation. voL"p."si

ance with the provisions of an Act entitled “An Act to regulate
construction of bridges over navigable waters,”” approved March
twenty-third, nineteen hundred and six.
. Seo.2. That the right to alter, amend, or repeal this Act is hereby Amcndmaoi.
expressly reserved.

Approved, March 9, 1914.

FTT4P 36.— An Act To extend the time for cou."tructing a bridge across the M{;V_Cr?_lrln;lf_li‘-

Mizriirippi River at the tomn-rite of Sancli, M innesota.
(Public, No. AS.]

Be itenacted by the Senate and House ofRepresentatives of the United i
States ofAmerica in Congress assembled, That the time forcommencing T'ti'%_:e"g'xjﬂegé\éér'lor
and completing the bridge authorized by the Act of Congress approved Dfidfing. by Sertdl.
August twenty-fourth, nineteenhundred and twelve, to bo built across ol 37 P 1
the Mississippi River, at the town site of Sartell, Stetrns County, ’
Minnesota, is hereby extended to one year and three years, respec—

tively, from date of approval hereof.

Sec.2. That the right to alter, amend, or repeal this Act ishereby -Unndaitot.
expressly reserved.
Approved, March 11, 1014.
CHAR.37 —An Act To agth.orize tne President of the Uni1[ed States to locate, P14
construct, and operate railroads in tho Territory of Alaska, and for other purports. 1* 1
(Public. No. 00

Be itenacted by the Senate and House ofRepresentatives of the United
States of America in Congress assembled, That tho President of the “rreddanuuuiortird
United States is hereby empowered, authorized, and directed to mdlin!™" * <™
adopt and uso a name by which, to designate the railroad or railroads
and properties to bo located, owned, acquired, or operated under
the authority of this Act; to employ such officers, agents, or agen—
cies, in his discretion, as may be necessary to enable him to carry
out the purposes of this Act;-to authorize and require such officers,
agents, or agencies to perform any or all of the duties imposed upon
him by tho terms of this Act; to detnil and require any officer or
officers in the Engineer Corps m tho army or Navy to perform serv—
ice under this Act;_ to fix the compensation of all officers, agents, Ucntloa
or employees appointed or designated by him; to rigri*mg.te j*,od pom.
gausw to be located a.XdUIELfItdCoutes for p I;n« np |Tp.g NI rAilmnTi in
tho iemtory ofTSHaska. not toexcecdin the aggregate ono thousand

00f*—TOL33—dr 120 o



306 SrXTY-THniD CONGRESS. Snss. EL Ch. 37. '1914.

milp<[to be so located as to connect one or more of the open Pacific
Ocean. ParPors on tPe southern coast oTAlaska vntp tPe navigable

ottier--resources~oi-Alaskal® and" the settlement qf_the public lands
Vt» therein, and pc fn provide trangportanbrT*oT coal lor the Army
~apd JNayv, .transportation ot troops, arms, muStibns <5f'war7*The ~
mails, and for other governmental and public uses, and for the
couctjcuot,¥E.  transportation of passengers and property; to construct and build
a railroad or railroads along such route or routes as he may so des—
ignate and locate, -with the necessary branch lines, feeders, sidings,
switches, and spurs; to purchase or otherwise acquire all real and
personal”®property necessary to carry out the purposes of this Act;
.to exercise tne power of eminent.domainLin. .acquiring property for_
.such use.,which use ishereby Teclared to be a public use. by con—
demnation in the courts of Alaska in accordance with the laws now
Anngiu~oj wry, ter. OF hereafter in force there; to acquirerightsofway, terminal grounds,
and all other.rights;,to purchase or otherwise-acquire all necessary
aquipment for the construction and operation such railroad or
railroads; to build or otherwise acquire docks wharves, terminal
Tramportttlos facilities, and all structures needed.ior the equipmentlahd operation
tilo, etc. of. such jaih:6ad.or railr.Q.adg; to fix:;, change, or modify rates for the
transportation of passengers and property, which rates shall be
equal and uniform, but ho free transportation or passes shall be
{lermitted except that tbe provisions of the interstate com m erce
aws relating to the transportation of employees and their families
duticvho <ctrntT shall be in force as to tbe lines constructed under thisAct: to receive
compensation for tbe transportation of passengers ana property,
and to perform generally all tbe usual duties of a common carrier
Lr,«. »ucr @ i " railroad; to make and establish rules and regulations for the
ttoa™* ““ff coni * control and operation of said railroad or railroads; 1in his discretion,
tq .lease the said railroad or raihoads,”r-.anypqrtouAber8Qf,Jjncludr

— g, —mm———— - , — operat

sai>)d lote. fut* untU the further action of Congress: Provided, That if said railroad
“9SS.** U P u or railroads including telegraph and telephone lines, are leasedlunder
the authority herein given, then and in that event they sh"all be
operated under the jurisdiction and control of the provisions of the
Arwchw oietijtim commerce laws; to purchase, condemn, or otherwise
acquire upon such terms ns he may deem proper any other line or
lines of railroad in Alaska which may be necessary to complete tbe
construction of the line or lines of rmlroad designated or located by
ict < him: Provided, That the price to be paid in case of purchase shall
wtt?ioiteCttnSA,uin no case exceed the actual physical value of the railroad; to make
contracts or agreements with any railroad or steamship company
or vessel owner for joint transportation of passengers or property
over the road or roads herein provided for, and such railroad or
steamship line or by such vessel, and to make such other contracts
as may be necessary to cariy out any of the purposes of thi? Act:
to utilize in carrying on the work hereinprovided for any and all
lorocaiuunion. machinery, equipment, instruments, material, and other property
of any sort whatsoever used or acquired in connection with the
construction of the Panama Canal, so far and as rapidly as the same
isno longer needed at Panama, and thc-lIsthmian Csn”™J O gjll.P1i;s?gn
. .is hemby .authorized to deliver said property to such officers.pF.pcr-
! sons as the P r&fldent~may hengnaCeF. at.
"~sucOercentagejjL its .originaLcest itsjhe. Presiaent may .approve,
butthis amount shall nothe charged against the fund provided for

rnlETAct. \ 7 ————— n -
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THE ROUTE

The British Columbia Railroad is scheduled to complete a 400 mile
northern extension of their track in 1978 from near Prince George
to Dease Lake - about 120 air miles east-northeast of Juneau and
100 miles southwest of Watson Lake located on the Yukon horder.

A potential route to Alaska through the Yukon would be first, an
extension from Dease Lake to Watson Lake, then following first the
Laird and then the Pelly Rivers to a point helow Ross River where

It turns East on the Magundy and Little Salmon River drainages to
the community of Carmacks on the Yukon, then down the Yukon and a
short distance up the White River until it ‘reaches the West Fork of
the Ladue River from which it crosses the Alaska horder east of
Tetlin Junction. It is assumed that the railroad will generally
parallel the Alaska Highway from Tetlin into Fairbanks. This route
IS considered to be "relatively easy" terrain for rail construction,
down river valleys and with no major mountain passes to he crossed.
This route describes 297 miles of track in Alaska, 568 miles in the
Yukon, and about 100 miles remaining to be constructed in B.C. after
the Dease Lake extension is completed. If current proposals before
the White Pass and Yukon and Alaska Railroads are brought to comple-
tion some 250 miles along the route wduld be placed under construction.
The Alaska and part of the Yukon sections were first identified hy
the Army Corps of Engineers during the construction of the Alaska
Highway. The Bureau of Land Management, in their November 1974
report entitled "Multimodal Transportation and Utility Corridor
System in Alaska," describes the rail route as Option #27. The land
area for the entira route in Alaska may be selected through the eminent
domain authority of the Alaska Railroad.



THE TYPE OF RAILROAD

The following cost estimates are for a general purpose standard gauge
railroad with a good bed structure. The type of track bed should be
of such a quality as to be readily upgradeable to unit trair capability
(unit trains are point-to-point, single bulk commodity, uniform car
load trains that are usually not altered between origin and destination.
Unit trains haul heavy tonnage and are particularly hard on track and
equipment). Currently however, it is the State's policy to promote
the processing of raw ores and crude oil within Alaska's boundaries.
Most immediate demand for unit trains in Alaska will probably be
placed for coal shipments along the existing track of the Alaska
Railroad.



THE COST

Any estimate of costs at this point are ballpark figures. Cost

also has several facets. One is dollar construction costs which,

as of this date, are estimated to average $1.2 million per mile by
the railroads closest to the project. Total cost relates also to
numbers of miles remaining to be constructed at the time the decision
is made to make the through connection.

Officials of the White Pass and Alaska Railroads have agreed that
the incremental increase in maintenance and operational structure
supporting their railroads now, would be relatively less for the
new mileage than for a less isolated railroad in the "lower 48"

operating more miles of track and having contract shop facilities
available to it nearby.

Another facet is that some costs such as social, environmental, etc.,
cannot be measured by dollars. They need to be evaluated, weighed,
and placed in their proper perspective. It is clear that costs relate
to time, and the longer construction is delayed, the higher the cost.
i

Who will pay? New rail construction'clearly generates its costs at
the front end. The larger the number of groups shading the costs,

the lower the cost will be to each.

One who'asserts the expense will be to high by the time the railroad e
is built should remember revenue and demand also rises. In short, all
the people who will benefit from the railroad, will in some way pay
for the railroad.



THE ECONOMIC, SOCIAL, AND POLITICAL CONSIDERATIONS

This area is beyond the scope of this study. However, it is reasonable -
to assume that the benefits in the form of new jobs and businesses,

lower costs for consumer and durable goods, increased revenue for
government et al, might far exceed the cost for a through rail connection..
The governments and people of Alaska, Canada and the Northern states

of the “lower 48" would be receiving most of these henefits. Only a

well funded, comprehensive study of the total impact resulting from a

rail connection could measure the total effect, and therefore, the
viability of the proposal and the route. * !



ENVIRONMENTAL CONSIDERATIONS

The measurement of this impact is not within the funding of this
study, but most certainly should be weighed with the other factors
in a cost-benefit analysis. Initial reaction is described in

the "Other Opinions™ section later in this report.
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VI
THE REVENUE

I
Those benefiting from the Railroad include the public, the operator
of the railroad, the users of the railroad, and the local, state,

provincial and federal governments. When the first tons of cargo "
move across a portion of the new track the operator will draw some

salary and costs out of the rates charged to the shipper for hauling.

A substantial volume will have to move, however, hefore what is a

collected in rates will pay for the original construction costs of
the railroad-though this may happen (see the section on "Full Potential").
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THE KATE

N
In order for a transcontinental railroad to be effective, it must be
competitive with existing modes of transportation. Competitiveness
for the railroad also suggests the ability to provide tighter schedules
and less handling of goods. A shipment could be placed on a rail car
in the Midwest and not touched again until it reaches Fairbanks or
Anchorage. Additional benefits include less chance for damage, delay,
misrouting, and fewer transshipments.

Someone else has been receiving revenue before that first ton of cargo
moved, however, perhaps millions of dollars. This revenue is in the
form of income, property and business taxes paid to all levels of
government during construction. This revenue will decline as the
railroad nears completion unless the operator can put the railroad
into operation. When operation begins, three revenues or benefits
will flow - the revenue termed "public good and convenience,” the ratr
revenue - particularly when it is reinvested, and the governmental tax

revenue on all the primary and secondary ecolnomic activities.

The total of 1) public good, 2) charges and 3) taxes, versus the original
construction and operational costs is what needs to be measured when
asking whether the railroad will pay for itself and should be the subject
of future study. It is clear the governments will initially have to
participate in the construction because the railroad operator himself
has not as yet had access to any revenue.



When a potential shipper is asked how much he might ship on a through
rail route to the Midwest, his logical reply is: "How much will you
charge me?" The answer is, there is presently no way of telling.

This department has prevailed upon the railroads to construct a purely
hypothetical rate under which they might be able to operate at today's
costs. The Alaska Railroad prepared the first draft and the British
Columbia and White Pass and Yukon'Railroads are still in the process

of evaluating this rate structure. It is understood that railroads only
in very special circumstances could compete with an all water shipment.
However, the question is could the railroads compete today once trans-
shipments to interior points in Alaska and the mid-continent regions are
required. When one approaches total tonnages in the modest range of
three to four million tons a year, the hypothetical rates answer this
question in the affirmative. This is however, only one measure of
revenue generated by a railroad (see section on “"Revenue™). Cost
recovery in this tonnage range can be significant however as seen in

the accompanying table.

The Alaska Railroad's estimates do not include groﬂt margins,
however, the pr,?,ﬂt increment Is estimated to be 15 percent or
less (profitability can also be achieved'through operating
procedures). A

[t is common practice that these rates vary among commodities,
and that the estimated rate represents an averagé rate.
Understandably these rates are negotiable to inUividual shippers
b?sed on, volufe and distance, Siice a rate structure Is
already in effect to Prince Geor%, negotiations would Produce
transcontinental through rates and othér through rates to
E\Iorthern Canada and Alaska destinations, which™are usually
OWer.



Estimated Rate Structure - Prince George to Fairbanks
Capital and Operating Recovery

Canadian
Segment

Alaska
Segment

Rate/ton

$173.62
103.53

Operating Expense Recovery Only

Canadian
Segment

$37.33
2745
24.85
24.22
24.54
2551

Alaska
Seqment

Rate/ton

Rate/cwt

ITIRTNS -4
N0 o
SAJB0O100e

Rate/cwt

$3.03
2.3
2.17

2
4
0

I\JNI\)
N =



There are two types of volume that are of interest in this study;
current and future volume. The most readily accessible current
volume statistics were those compiled by the Alaska Railroad. Future
volume had to be identified through research and contacts with various
potential shippers.

In estimating future volume, it was neccesary to make three basic
assumptions:

That traffic originating from inland points east of the
Rocky Mountains would probably move along an all land rail
route to Alaska, given competitive service.

2. That the present Alaska traffic, excluding pipeline traffic
will continue to grow on the average of 7 percent a year.

That 1985 would be the earliest normal completion date for
the construction of a through rail route between Alaska and
the Midwest. 1

Only a general idea of what commodities are moving and the point of
origin and destination appeared necessary for purposes of this study.
The large Alaska highway tonnage carried is mostly pipeline oriented
to date and it is assumed that most of the commodities carried by air
will continue to move in that manner. Consequently, waterborne tonnage
into Alaska was the only tonnage gathered in detail for this report.

- 1) -



CURRENT VOLUME
1975 Tonnage

Data gathered from the Alaska Railroad, reveals that 24 percent of

their freightt originated east of the Rocky Mountains in 1975 That
IS probably conservative since hilling figures were used and Seattle
offices are cften billed for freight destined for Alaska, regardless
of origin.

The Alaska FRailroad handled 9,516 car loads of interline traffic in
1975 of which 2,234 car loads or 91,360 tons could be identified by
billings as originating east of the Rocky Mountains.

An additional 51,600 tons arrived at Seward by water. Applying the
24 percent factor developed from the Railroad statistics, an estimated
12,384 tons cof cargo received at Seward had origins east of the
Rockies. The Port of Anchorage received 2,222,169 tons in 1975,
Of this total 1,368,192 tons were petroleum products. Of the
remaining 853,977 tons, mostly from Sea-Land, it might be assumed
that 24 percent, or an estimated 204,954'1 tons, originated east of
the Rockies. Combining the tonnage volume from the Railroad,
Seward, and Anchoraie, approximately 308,698 tons had urigins east
of the Rockies. This volume, projected at a 7 percent annual
increase, reaches 607,255 tons in 1985 for a good base tonnage.



1976 Tonnage

These figures are incomplete and are displayed as a matter of
interest.

The general cargo continues a modest increase over 1975¢ Column A
s interline freight received and Column B is freight tendered to

the Railroad by Sea-Land and TOTE.for movement to Fairbanks. .

Alaska Railroad

Tons of Freight A B Total
FY 1976 395,670 110,609 506,279
July - November 1976 122,705 51,586 174,291

The Port of Anchorage in 1976 processed the tonnages displayed in the
following table. The total general cargo handled was 1,072,149 tons.
Some of this cargo is transshipped by the Alaska Railroad to Fairbanks
and is included in the Railroad's statistics.



Commodity
Freight, n.o.s.

Cement,
Drn|]lling Mud, etc,

lron or Steel
Articles

Lumber

Plastic_ Material
Insulation

Petroleum,
Bulk

Petroleum,
N.O.S.
ap

Scrap,
lron or Steel

ans, Flats,
ontainers

Vehicles
Totals

Port of Anchorage
Waterborne Commerce by Corfmodity, 1976

(in tons)
ocal Domesti
Inbount& Outbound Inboun(?
2.0 7.0 45273
403291
520 120.1
266.4
1,273.0
1,300,521.6
1,395.0

884,211.5
22.7719.7
20 14540 22544287

stic
Quthound

116

1,623.7

94,398.7
11,1929
113226.9

Forei
Inboung J
1,199.2

314

1,248.7

386,864.2

2,7103.9
398.037.4

ST



The White Pass and Yukon Railroad is projecting 100,000 tons outbound
from the Yukon Territory ultimately destined to interior Canadian
points in 1981 Yukon tonnage is chiefly mineral concentrates and
may or may not grow at 7 percent annually to 1985 However, these
figures are biased downward since tonnages in the opposite direction
have not been considered. Therefore, it would seem very conservative
to estimate that a million tons would flow across the route by 1985,
given competitive service and no new development.

A million tons means about a train a day "to the Alaska Railroad.
If you exclude fuel related tonnages, like petroleum and coal, the
Alaska Railroad presently hauls less than one million tons of
general cargo a year. This is also true of the White Pass and
Yukon Railroad. The new route would probably increase the tonnage
of both railroads and it certainly would offer a good base for the
through route.



FUTURE VOLUME

In attempting to identify the future volume of such a rail route,
potential shippers were contacted (see the following letter). The letter
was sent to 131 finns in the United and Canada. To date, a 39 percent
response has been received, which is a good response. This is not to be
considered a poll. It is simply an admittedly incomplete sampling of
opinions. The reader can gather the tenor of the comments from these
potential customers of a rail route. The letter did not ask for nor
guarantee confidentiality, however, it was decided to publish the excerpts
separate from the authors in order that any" presumed confidences would
not be violated. Those eight individuals identified with their statements
have heen done so with their permission.

These letters suggest the railroad itself may trigger the development of
some of the mines mentioned. Certainly the respondents seem to over-
whelmingly agree that a through railroad would be a plus factor for the
economy and a hoon to mineral development. It is interesting to note that
some companies have stated that they have not even hothered to explore

in areas lacking transportation. Of additional importance is the fact
that most of the respondents hold high executive positions within their
company structure. Read each comment entirely to judge for yourself the
support for this route. Some significant potential is suggested.
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