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I n t r o d u c e d :
R e f e r r e d :  T r a n s p o r t a t i o n

a n d  F i n a n c e

IN  THE SENATE BY DANKWORTH AND KERTTULA

SENATE BILL NO. _____

IN THE LEGISLATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE —  SECOND SESSION

A BILL

F o r  a n  a c t  e n t i t l e d :  "An a c t  r e l a t i n g  . to  t h e  A l a s k a  R a i l r o a d . "

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

* S e c t i o n  1 .  A . S .  4 2  i s  am en d ed  b y  a d d i n g  a  new c h a p t e r  t o  

r e a d :

"CHAPTER 4 0 .  ALASKA RAILROAD AUTHORITY

ARTICLE 1 .  FINDINGS

S e c .  4 2 . 4 0 . 1 0 0 .  LEGISLATIVE FINDINGS AND '>OLICY. ( a )  The  

l e g i s l a t u r e  f i n d s ,  d e t e r m i n e s ,  a n d  d e c l a r e s  t h a t :

( 1 )  . T h e  U n i t e d  S t a t e s  g o v e r n m e n t  h a s  e x p r e s s e d  i t s  

d e t e r m i n a t i o n  t o  d i s c o n t i n u e  f e d e r a l  o p e r a t i o n  o f  t h e  A l a s k a  

R a i l r o a d  a t  t h e  e a r l i e s t  p o s s i b l e  d a t e ;

( 2 )  F o r  t h e  t i m e  b e i n g ,  p r i v a t e  a c q u i s i t i o n  and 

o p e r a t i o n  o f  t h e  r a i l r o a d  i n  a  m a n n e r  c o n s i s t e n t  w i t h  t h e  f e d e r a l  

t r a n s f e r  l e g i s l a t i o n  a n d  t h i s  c h a p t e r  i 3  n o t  c o n s i d e r e d  t o  be  a  

r e a s o n a b l e  p o s s i b i l i t y ,  o r  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  c i t i z e n s  

o f  t h e  s t a t e ;

\
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( 3 )  C o n t i n u e d  o p e r a t i o n  o f  t h e  r a i l r o a d  i s  

p o s s i b l e  o n l y  i f  t h e  s t a t e  a c q u i r e s  t h e  r a i l r o a d  f r o m  t h e  f e d e r a l  

g o v e r n m e n t  a n d  p r o v i d e s  f o r  o p e r a t i o n  o f  t h e  r a i l r o a d ;

( 4 )  C o n t i n u e d  o p e r a t i o n  a n d  d e v e l o p m e n t  o f  t h e  

A l a s k a  R a i l r o a d  i s  e s s e n t i a l  t o  t h e  l o n g - t e r m  e c o n o m i c  g r o w t h  an d  

d e v e l o p m e n t  o f  t h e  s t a t e  a n d  i t s  n a t u r a l  r e s o u r c e s  a n d  w i l l  s e r v e  

a n  i m p o r t a n t  p u b l i c  p u r p o s e ;  a n d

( 5 )  C o n t i n u e d  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d  

w i l l  p r o m o t e  t h e  g e n e r a l  w e l f a r e  o f  t h e  p e o p l e  o f  t h e  s t a t e  b y  

p r o v i d i n g  i m p o r t a n t  f r e i g h t  a n d  p a s s e n g e r  s e r v i c e  t o  r e s i d e n t s  o f  

t h e  s t a t e ,  t o  b u s i n e s s e s  o f  t h e  s t a t e ,  t o  m i l i t a r y  i n s t a l l a t i o n s  

i n  t h e  s t a t e  a n d  t o  n o n r e s i d e n t s  v i s i t i n g  o r  d o i n g  b u s i n e s s  i n  

t h e  s t a t e .

( b )  I t  i s  t h e  p o l i c y  o f  t h e  s t a t e :

( 1 )  t o  f o s t e r  a n d  p r o m o t e  t h e  d e v e l o p m e n t  o f  t h e  

s t a t e ' s  l a n d s  an d  n a t u r a l  r e s o u r c e s ;

( 2 )  t o  f o s t e r  a n d  p r o m o t e  t h e  l o n g - t e r m  e c o n o m i c  

g r o w t h  and  d e v e l o p m e n t  o f  t h e  s t a t e ;

( 3 )  t o  p r o v i d e  n e c e s s a r y  a n d  d e s i r a b l e  f r e i g h t  an d  

p a s s e n g e r  r a i l  t r a n s p o r t a t i o n  s e r v i c e s  t o  t h e  s t a t e ' s  r e s i d e n t s ,  

v i s i t o r s ,  b u s i n e s s e s  a n d  m i l i t a r y  i n s t a l l a t i o n s  i n  t h e  s t a t e ;

( 4 )  t o  d e v e l o p  an d  i m p l e m e n t  p l a n s  f o r  a  t r a n s p o r ­

t a t i o n  n e t w o r k  t h a t  a c h i e v e s  t h e  g o a l s  s e t  f o r t h  i n  s u b p a r a g r a p h s

( b ) ( 1 ) ,  ( 2 ) ,  a n d  ( 3 )  a b o v e ;  a n d

( 5 )  t o  p r o v i d e  r e a s o n a b l y  h i g h  q u a l i t y ,  s a f e ,  

e c o n o m i c a l ,  a n d  e f f i c i e n t  t r a n s p o r t a t i o n  t o  t h e  s t a t e ' s  p e o p l e ,  

v i s i t o r s ,  b u s i n e s s e s  a n d  m i l i t a r y  i n s t a l l a t i o n s  i n  t h e  s t a t e .

( c )  T h e  l e g i s l a t u r e  f u r t h e r  d e c l a r e s  t h a t :

( 1 )  T h e  e x e r c i s e  o f  t h e  p o w e r s  o f  t h e  s t a t e  i n  t h e  

i n t e r e s t  o f  a l l  t h e  p e o p l e  o f  t h e  s t a t e  i s  n e c e s s a r y  t o

- 2 -



Pages 3 & ^

All suggested changes set forth on page 3 deal with granting to the 

Railroad greater responsibility and authority to manage its own 

affairs and cause it to be a greater asset to the State of Alaska 

when functioning as a railroad.

In those areas in which the Railroad is described as a "public 

authority," lines 2 and 7 on page 3 and lines 10, 19 through 21 
and line 2h on page seem to the Railroad to be emphasizing 

the public characteristic of the Railroad more than the profit- 

making, self-sustaining aspect of future Railroad activity. The 

Railroad recognizes its public responsibility, but if it is to 

function in the transportation marketplace in competition with 

other modes of transportation characterizing it as a public 

agency places emphasis on railroad charactistics which causes 

the Railroad to lose its competitive edge. The Railroad feels 

this would not aid the State, because it would probably lead to 

greater needs for subsidization.
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a c c o m p l i s h  t h e  g o a l s  l i s t e d  a b o v e  i n  ( b )  o f  t h i s  s e c t i o n  b y
an

a u t h o r i z i n g  t h e  c r e a t i o n  o f / a  p u b l i c - a u t h o r i t y  w i t h  t h e  p o w e r s ,  

d u t i e s ,  a n d  f u n c t i o n s  a s  p r o v i d e d  i n  t h i s  c h a p t e r ,  t o  o p e r a t e  t h e  

A l a s k a  R a i l r o a d  an d  i t s  r a i l ,  i n d u s t r i a l ,  p o r t  a n d  o t h e r  

p r o p e r t i e s ?

* ( 2 )  I t  i s  i n  t h e  b e s t  i n t e r e s t s  o f  t h e  p e o p l e  o f

t h i s  s t a t e  f o r  t h e  p u b l -i -e a u t h o r i t y  c r e a t e d  b y  t h i s  c h a p t e r  t o  

o p e r a t e  t h e  A l a s k a  R a i l r o a d  i n  s u c h  a  way a s  t o :

( a )  b e  •c x G l u c i v e l -y  r e s p o n s i b l e  f o r  and  p r u ­

d e n t l y  p r o t e c t  t h e  f i n a n c i a l  a n d  l e g a l  o b l i g a t i o n s  o f  t h e  A l a s k a  

R a i l r o a d ;

( b )  r e n d e r  t h e  r a i l r o a d  a u t h o r i t y ,  and  n o t  

t h e  S t a t e  o f  A l a s k a ,  a  common c a r r i e r  s u b j e c t  t o  t h e  j u r i s d i c t i o n  

o f  t h e  I n t e r s t a t e  Commerce C o m m i s s i o n ;

( c )  be a b l e  t o  r a i s e  c a p i t a l  b y  i s s u i n g  o b l i -
which may be

g a t i o n s / e x e m p t  f ro m  f e d e r a l  a n d  s t a t e  t a x a t i o n ;

( d )  c a r r y  o u t  i t s  r e s p o n s i b i l i t i e s  on  a  s e l f -  

s u s t a i n i n g  b a s i s ;  t o  the f u l l e s t  ex tent  po ss ib le ;

( e )  p r o v i d e  t h e  t y p e s  a n d  l e v e l s  o f  B a f e ,  

e f f i c i e n t  and  e c o n o m i c a l  t r a n s p o r t a t i o n  t o  m e e t  t h e  o v e r a l l  n e e d s  

o f  t h e  s t a t e ,  s u p p o r t e d  w h e r e  n e c e s s a r y  b y  s t a t e  i n v e s t m e n t  i n

c a p i t a l  i m p r o v e m e n t s ^  or by o ther  means;

• (-£-) p r o v i rde —t h e —b e s t  -p o o c i b -l -e—comb i n a t i o n  o f—<

-h -i g h —q u a 1 i  t y  s a f e , —e f f i c i e n t —and—e c o n o m ic a l —t r a ns p o r t a t i o n ; --------------

( g )  o p e r a t e  a c c o r d i n g  t o  s o u n d  b u s i n e s s

m a n a g e m e n t  p r a c t i c e s ;

( h )  p r o v i d e  t h e  l e v e l  o f  s e r v i c e  t h a t  b e s t

s a t i s f i e s  t h e  n e e d s  o f  t h e  p e o p l e  o f  the*  s t a t e ;
with

( i )  o p e r a t e  i n  a  f i s c a l l y  s o u n d  manner//-a-nd-
au th o r i ty  to  inves t  and d iv e r s i f y ;  and

( j )  e n s u r e  t h a t  b o r r o w i n g  b y  t h e  a u t h o r i t y

d o e s  n o t  i n d i r e c t l y  e n d a n g e r  t h e  s t a t e ' s  own b o r r o w i n g  c a p a c i t y .

- 3 -
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( 3 )  The  c o n t i n u e d  o p e r a t i o n  o f  t h e  r a i l r o a d  w i l l  

a s s u r e  g r e a t e r  u t i l i z a t i o n ,  d e v e l o p m e n t ,  r e c l a m a t i o n  a n d  s e t t l e ­

m e n t  o f  t h e  s t a t e ' s  l a n d s  f o r  t h e  maximum b e n e f i t  o f  t h e  p e o p l e ;  

an d

( 4 )  T h e  i m p o r t a n t  p u b l i c  p u r p o s e s  t o  be s e r v e d  b y  

t h e  r a i l r o a d  a u t h o r i t y  r e q u i r e  t h e  a u t h o r i t y  t o  h a v e  a l l  o f  t h e  

p o w e r s  an d  d u t i e s  g r a n t e d  t o  i t  b y  t h i s  c h a p t e r ;  t h e  l e g i s l a t u r e  

i n t e n d s  t h a t  t h e  a u t h o r i t y ,  c o n s i s t e n t  w i t h  s o u n d  b u s i n e s s  man­

a g e m e n t  p r a c t i c e s ,  w i l l  e x e r c i s e  i t s  p o w e r s  a n d  d u t i e s  -as - a

■p u b l i e - o e r v i o e  o n  b e h a l f  o f  t h e  S t a t e  o f  A l a s k a  a n d  r e c o g n i z e s  

t h a t  t h e  e x e r c i s e  o f  t h e  p o w e r s  a n d  d u t i e s  g r a n t e d  b y  t h i s  

c h a p t e r  w i l l  r e q u i r e  t h e  a u t h o r i t y  t o  e n g a g e  i n  t h e  w id e  v a r i e t y  

o f  d i f f e r e n t  k i n d s  o f  c o n d u c t  a u t h o r i z e d  b y  t h i s  c h a p t e r .

ARTICLE 2 .  CREATION AND ORGANIZATION

S e c .  4 2 . 4 0 . 2 0 0 .  ESTABLISHMENT OF AUTHORITY. T h e r e  i s

e s t a b l i s h e d  t h e  A l a s k a  R a i l r o a d  A u t h o r i t y .  T h e  a u t h o r i t y  i s  a
es tab l i shed  under the p rov is ions  of  T i t l e  10 of the Alaska 

p u b l i c  c o r p o r a t i o n / a  neb—f o r - - p  u r-po a e s  —o  f —S e c  t - i o  n—2-2—o  f  -  A r  t  ic-1 c —I I I
S ta tu te s

vl-i-ty—of—t h e -  e t a  t e ------
th a t

-of  T r o n a p o r t - e r b io n a nd  P u b -l i e  -F ac i l i t i e s  /bu t-  

h a s  a l e g a l  e x i s t e n c e  i n d e p e n d e n t  o f  a n d  s e p a r a t e  f ro m  t h e  s t a t e .  

The  e x e r c i s e  b y  t h e  a u t h o r i t y  o f  t h e  p o w e r s  p r o v i d e d  i n  t h i s  

c h a p t e r  i s  c o n s i d e r e d  a n  e s s e n t i a l  •g ev e -m ma n t a l  f u n c t i o n  o f  t h e  

s t a t e .  T he  l e g a l  e x i s t e n c e  a n d  a u t h o r i t y  o f  t h e  A l a s k a  R a i l r o a d  

A u t h o r i t y  s h a l l  commence and  b e c o m e  e f f e c t i v e  u p o n  t h e  g o v e r n o r ' s  

a p p o i n t m e n t ,  u n d e r  S e c .  4 2 . 4 0 . 2 1 5 ,  o f  a l l  m em b ers  o f  t h e  

a u t h o r i t y ' 8 b o a r d  o f  c o m m i s s i o n e r s .  T h e  e x i s t e n c e  o f  t h e  

a u t h o r i t y  s h a l l  b e  p e r p e t u a l .
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The Railroad, because of i t s  emphasis on bus iness  o r ie n ta t io n  
of the  new Railroad a u th o r i ty ,  suggests t h a t  the  board appointed 
by the  Governor should have a g r e a te r  bus iness ,  r a t h e r  than 
governmental, f la v o r .  Therefore i t  suggests  t h a t  the only 
government person on the  board be t h a t  h ighest  o f f i c i a l  in 
the Executive Branch which lends a g r e a te r  credence to  the 
s t a t u r e  of  the Railroad as an e n t i t y  of  S ta te  government.
The Railroad f e e l s  t h a t  i t  can funct ion  as  a profi t -making 
a s s e t  in the s tab le  o f  a s se t s  serving under the sea l  of  the 
S ta t e  of Alaska. I t  w i l l  make revenues in  excess of $50 m il l ion  
t h i s  year a lone, and has over 500 employees. I t  i s  the  t r a n s ­
p o r ta t io n  connecting l in k  between i c e - f r e e  t idew ate r  and the 
i n t e r i o r  of Alaska, and Q 0 %  of the  popula t ion o f  the S ta te  
l i v e s  in the r a i l b e l t .  Therefore , the  Governor of  the  S ta te  
should serve on i t s  board; along with the Governor, the  
Chief Executive Off icer  of the Railroad should serve on the  
board as most CEO's in  p r iva te  firms serve on the  board.
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1
S e c .  4 2 . 4 0 . 2 0 5 .  LIMITATION OF L I A B IL IT Y .  A l l  l i a b i l i t i e s  

i n c u r r e d  b y  t h e  a u t h o r i t y  s h a l l  b e  s a t i s f i e d  e x c l u s i v e l y  f rc ra  t h e  

a s s e t s  a n d  c r e d i t  o f  t h e  a u t h o r i t y  a n d  n o  c r e d i t o r  o r  o t h e r  p e r ­

s o n  s h a l l  h a v e  a n y  r i g h t  o f  a c t i o n  a g a i n s t  t h e  s t a t e  o n  a c c o u n t  

o f  a n y  d e b t s ,  o b l i g a t i o n s  o r  l i a b i l i t i e s  o f  t h e  a u t h o r i t y .

S e c .  4 2 . 4 0 . 2 1 0 .  BOARD OF COMMISSIONERS. T he  p o w e r s  o f  t h e  

a u t h o r i t y  a r e  v e s t e d  i n  t h e  b o a r d .

S e c .  4 2 . 4 0 . 2 1 5 .  APPOINTMENT AND COMPOSITION OF BOARD.
*#See below.

( a )/ T h e --b o a r d  o f  - t h e-  a u t h o r i t y  -o o n o -i 6 t o - o f  ■ t h e  Coromi s  s i o n s r  -of*

T r a n s p o r t a t i o n --a n d P u b l i c  F a e i -l i t i e o -i— s i x -  p u b l i c - mombs r s-------

a p po i n t e d —b y  -t h e g o v c rn o r- ,—and—t h e- -au t -h o -r i  t y -'-s—ch i e f  e x e c u t i v e 
o f f i o e r  a s—a n - e x—o f -f l -o i -o -,—no n v o t i n g—me mbe-r- . The p u b l i c  members

s h a l l  be  p e r s o n s  w i t h  s u b s t a n t i a l  e x p e r i e n c e  o r  p r o f e s s i o n a l  

t r a i n i n g  a n d  e x p e r t i s e  i n  f i e l d s  r e l e v a n t  t o  t h e  p u r p o s e s  o f  t h i s  

c h a p t e r ,  i n c l u d i n g ,  b u t  n o t  l i m i t e d  t o  t r a n s p o r t a t i o n ,  b u s i n e s s  

and  f i n a n c e  a n d  h a v e  s u c h  s t a n d i n g  i n  t h e i r  c o m m u n i t i e s  a s  t o  

command t h e  r e s p e c t  o f  t h e i r  f e l l o w  c i t i z e n s .  - O n e - p u b l i c —member

wh-ioh—i  s —n o t —a —c o n n e c t  i n g —oa r r i  e  r- -of—t h e  -A 1 a  ok a  —Ra i l /A oad-  At  

l e a s t  tw o  p u b l i c  m em bers  s h a l l  r e s i d e  i n  a r e a s  s e r v e d  by  t h e  

r a i l r o a d .  T h e  p u b l i c  members  may n o t  b e  s t a t e  o f f i c e r s  o r  

e m p l o y e e s .

( b )  T h e  g o v e r n o r  may e x e r c i s e  t n e  p o w e r  o f  a p p o i n t m e n t  

o n l y  u p o n  a c c e p t a n c e  b y  t h e  l e g i s l a t u r e  b y  l a w  o f  t h e  c l o s i n g  

r e p o r t  o r  i t s  s u b s t a n t i v e  e q u i v a l e n t  p r e p a r e d  a n d  s u b m i t t e d  u n d e r  

t h e  f e d e r a l  t r a n s f e r  l e g i s l a t i o n .  The  c l o s i n g  r e p o r t  m u s t  

i n c l u d e  a  s t a t e m e n t  o f  t h e  a s s e t s  a n d  l i a b i l i t i e s  o f  t h e  A l a s k a

R a i l r o a d  p r o p o s e d  t o  b e  t r a n s f e r r e d  t o  a n d  a s s u m e d  b y  t h e
and t.he S ta te

a u t h o r i t y / w h i c h  i s  a s  s p e c i f i c  a n d  d e f i n i t i v e  a s  p r a c t i c a b l e

u n d e r  t h e  f e d e r a l  t r a n s f e r  l e g i s l a t i o n .  T h e  l e g i s l a t u r e  may

**(a) The board of  th e  a u th o r i ty  co n s i s t s  of  th<? Covernor or in h is  stead the Lt.  
Governor, the  ch ie f  executive o f f i c e r  of  the a u t h o r i t y ,  a union rep re sen ta t iv e  appoint* 
by the Governor, and s ix  public  members appointed by the  Governor. One of the six 
sh a l l  be an executive of  an American Railroad or o rgan iza t ion  which i s  not a connecting 
c a r r i e r .  The union r e p re s e n ta t iv e  s h a l l  be s e le c te d  from a l i s t  of members sub­
mitted by the  unions rep resen t ing  the - 5 - orgaMzed employees of  the Railroad.
The d i r e c to r  of  the  Department of Transporta t ion  and Public F a c i l i t i e s  sha l l  be an 
ex o f f i c i o  member of th e  board.

\
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1 a c c e p t  o r  r e j e c t  t h e  r e p o r t  a n d  may n o t  c o n d i t i o n  a c c e p t a n c e  on  

i t s  m o d i f i c a t i o n  i n  a n y  m a t e r i a l  r e s p e c t .

( c )  T h e  p u b l i c  m em bers  o f  t h e  b o a r d  m u s t  b e  c o n f i r m e d  

b y  a  m a j o r i t y  o f  t h e  m e m b e r s h i p  o f  t h e  l e g i s l a t u r e  i n  j o i n t  

s e s s i o n .  Any p u b l i c  member  d u l y  a p p o i n t e d  b y  t h e  g o v e r n o r ,  

u n l e s s  a n d  u n t i l  h e  h a s  b e e n  r e j e c t e d  b y  t h e  l e g i s l a t u r e ,  h a s  t h e  

f u l l  p o w e r s  a n d  r e s p o n s i b i l i t i e s  o f  a  c o n f i r m e d  b o a r d  member .

( d )  T h e  b o a r d  s h a l l  e l e c t  o n e  o f  i t s  m em b ers  t o  s e r v e  

a s  c h a i r m a n .  T h e  c h a i r m a n  may* c a l l  m e e t i n g s  o f  t h e  b o a r d  a t  

l e a s t  q u a r t e r l y  and  s h a l l  p r e s i d e  a t  t h e  m e e t i n g s  an d  p e r f o r m  

s u c h  o t h e r  d u t i e s  a s  t h e  b o a r d  p r e s c r i b e s  i n  i t s  r u l e s .

( e )  T h e  b o a r d  a l s o  s h a l l  e l e c t  a  v i c e  c h a i r m a n ,  a 

t r e a s u r e r  a n d  a  s e c r e t a r y  and  p r e s c r i b e  t h e i r  s p e c i f i c  d u t i e s  i n  

i t s  r u l e s .

— — T h e  - g o  v e  r  n o r  - b y -  wr  i t t e n - n o t - i o e —t o  t h e - m e m b e r  may 

reJhqye a  p u b l i c  member  f ro m  t h e  b o a r d  f o r :

( 1 )  i n c a p a c i t a t i o n  c a u s e d  b y  i n j u r y  o r  s i c k n e s s  

t h a t  l o a v e s x t ) t e  member  u n a b l e  t o  p e r f o r m  h i s  o r  h e r  d u t i e s  u n d e r
X

t h i s  c h a p t e r ;

( 2 )  c o n t i n u e d  r e f u s a l  o r  i n a b i l i t y  t o  a t t e n d  r e g u -
X  S

l a r  o r  d u l y  c a l l e d  s p e c i a l  m e e t i n g s  o f  t h e  b o a r d ;

( 3 )  c o n v i c t i o n  o f  a . m i s d e m e a n o r  i n v o l v i n g  m o ra l  

t u r p i t u d e  o r  a  f e l o n y ;  o r  ^

( 4 )  a n y  a c t i o n  t h a t  w as  i n t e n d e d  t o  h a r m  t h e  

a u t h o r i t y  w h e t h e r  o r  r io t  r e s u l t i n g  i n  a  c o n n i p t i o n .

S e c .  4 2 . 4 0 . 2 2 < J \  TERM OF OFFICE; VACANCIES. M a )  The p u b l i c
S

m em bers  o f  t h e  b o a r d  s e r v e  f o r  a  t e r m  o f  s i x  y e a r s .  H o w e v e r ,  

w i t h  r ^ e p e c t  t o  t h e  s i x  m em bers  f i r s t  a p p o i n t e d ,  t h e  g o v e r n o r  

w i l l  d e s i g n a t e  tw o  t o  s e r v e  a  t e r m  o f  t w o  y e a r s ,  tw o  t o  s e r v e

- 6 -
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n c y - o n  -t -h e - b o a -r d -  i s—f -i-l -l e d -b y  ap p o i n t m e n t  b y  

t h e  g o v e r n o r  a n d  t h e  a p p o i n t m e n t  m u s t  b e  c o n f i r m e d  b y  t h e ^ — 

l e g i s l a t u r e  i n  j o l m t s e s s i o n .  A m e m b e r  selecte^L-'- ' tc) f i l l  a  

v a c a n c y  w i l l  h o l d  o f f i c e  r5rs-4^he balar j .oer '^of  t h e  f u l l  t e r m  f o r  

w h i c h  h i s  p r e d e c e s s o r  o n  t h e - ' t f 6 a r d  w a ^ ^ j a p o i n t e d .

( c )  A vijoarficy o n  t h e  b o a r d  d o e s  n o t  r m p Q i r  t h e  

a u t h o r i t y ^ ?  a  q u o r u m  o f  m em bers  t o  e x e r c i s e  a l l  t h e  p c w & r s ^ a n d

_ ^ r f o rm a l l  t h e  d u t i e s —o f —t h e  b o a -r d -»-

S e c .  4 2 . 4 0 . 2 2 5 . -  COMPENSATION AND EXPENSES. T he  p u b l i c  mem­

b e r s  o f  t h e  b o a r d  r e c e i v e  c o m p e n s a t i o n  a t  t h e  r a t e  o f  F o u r  

H u n d r e d  D o l l a r s  ( $ 4 0 0 )  f o r  e a c h  d a y  s u c h  m em b ers  a r e  e n g a g e d  i n  

a c t u a l  p e r f o r m a n c e  o f  d u t i e s  a s  m e m b e r s  o f  t h e  b o a r d .  The 

b o a r d ' s  r u l e s  w i l l  p r o v i d e  f o r  c o n s i s t e n t  c o m p e n s a t i o n  f o r  p a r ­

t i a l  d a y s  d u r i n g  w h i c h  m em bers  a r e  e n g a g e d  i n  a c t u a l  p e r f o r m a n c e  

o f  t h e i r  d u t i e s .  M embers  a r e  e n t i t l e d  t o  p e r  d i e m  and  t r a v e l  

e x p e n s e s  a u t h o r i z e d  b y  l a w  f o r  s t a t e  b o a r d s  and  c o m m i s s i o n s  u n d e r  

A . S .  3 9 . 2 0 . 1 8 0 .

o f  t h e  b o a r d  a r e  a  q u o r u m  f o r  t h e  t r a n s a c t i o n  o f  b u s i n e s s .  I-** 

a d d i t i o n  t h e  n o t i c e  r e q u i r e m e n t s  o f  A . S .  4 4 . 6 2 .  n o t i c e  o f  a 

m e e t i n g  o f  t h e  b o a r d ,  i n c l u d i n g  a n  a g e n d a  f o r  t h e  r t t e e t i n g ,  m u s t  

b e  g i v e n  t o  e a c h  membei^, t h e  g o v e r n o r ,  t h e  l e a d e r s h i p  o f  t h e  

l e g i s l a t u r e ,  a t  l e a s t  tw o  N e w s p a p e r s  ^ s t a t e w i d e  c i r c u l a t i o n  a n d  

u p o n  r e q u e s t  t o  m e m b e rs  o f  t h e  g i x i e r a l  p u b l i c .

S e c .  4 2 . 4 0 . 2 4 0 .  V0TIN5-."'" T h e  boahJLJe  r u l e s  s h a l l  p r o v i d e  f o r

t h e  m a n n e r  o f  v o t i n g ^ a i i d  a n y  r e p r e s e n t a t i o n  o f  p e r s o n s  a b s e n t  

f r o m  m e e t i n g s ,  . ^ o r  e x a m p l e ,  t h e  r u l e s  m ay ,  b u t  ne<*d n o t  p r o v i d e  

f o r  o r  a l l o w *  v o t i n g  a n d  c o n f e r r i n g  b y  t e l e p h o n e  o r  nuM\ o r  

v o t i n g  a s  d i r e c t e d  i n  a  w r i t t e n  p r o x y  t a k i n g  a  p o s i t i o n  o n  a  p a r -  

4

\
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Lines I
th ru  16 The Railroad  has c e r t a i n  r e se rv a t io n s  about the way the

h i r in g  and f i r i n g  and compensation a re  s t ru c tu re d .  The 
Railroad f e e l s  t h a t  the board should appoint  the Chief 
Executive O ff icer  and the CEO should appoint  a l l  o ther  
employees and f i x  t h e i r  compensation. I f  the  Railroad 
i s  not s u c ce ss fu l ,  the  board should get  another  CEO.

However, one important comment should be made regarding 
the  execut ive  s a la ry  l im i ted  to  t h a t  s a la ry  e s ta b l i shed  
fo r  depar tmental  commissioners. P resen t ly  th e re  are 
11 executive o f f i c i a l s  of The Alaska Railroad who make 
in  excess of  $50,000 base pay a year ,  plus  17-1/2$, 
soon to  be r a i s e d  to  22-1/2$ cost  of  l i v i n g  allowance.
I f  i t  i s  assumed t h a t  a l l  execut ive o f f i c i a l s  a re  within  
the f ed e ra l  tax  bracket  of  50$, i t  can be assumed th a t
the COLA which i s  ta x  f ree  means a r e a l  take-home pay
of  double the  f igu re  se t  by the f ed e ra l  government. 
Therefore ,  these  11 executive o f f i c i a l s  must make the 
r e a l  income of  $70,000 to  $9 0 , 0 0 0 , which i s  in excess 
of  a commissioner 's  s a la ry .  Some of  them may wish to 
take a pay cut to  continue as a S ta te  employee, but 
some of them w i l l  not.  I t  i s  the R a i l ro ad 's  opinion 
th a t  a l l  11 a re  va luable  a s s e t s  to  not only the Rai l ­
road but to  the  S ta te  of Alaska.



^ .6 .— 44 .62 . 3 1 0 . However,— no-proxy-may-be al lowed...de.legat ing to

4:h e—ho Xder— d isc r e t ion to— act— fo r -a p r incip a l - o n -»Tnd i sclose.d—ox

S e c .  4 2 . 4 0 . 2 5 0 .  EXECUTIVE O FFICIA LS.  ( a )  T he  b o a r d  s h a l l  

a p p o i n t  a n d  f i x  c o m p e n s a t i o n  f o r  t h e  c h i e f  e x e c u t i v e  o f f i c e r  -an d - 

l e g a l -c o u n s e l  o f  t h e  a u t h o r i t y .  T h e  a p p o i n t m e n t s  a r e  s u b j e c t  t o  

t h e  a p p r o v a l  o f  t h e  g o v e r n o r .  T h e  c h i e f  e x e c u t i v e  o f f i c e r  

a p p o i n t s  an d  f i x e s  c o m p e n s a t i o n  f o r  t h e  o t h e r  e x e c u t i v e  o f f i ­

c i a l s .  The  a p p o i n t m e n t s  a n d  c o m p e n s a t i o n  a r e  s u b j e c t  t o  b o a r d  

a p p r o v a l .  A l l  e x e c u t i v e  o f f i c i a l s  s e r v e  a t  t h e  p l e a s u r e  o f  t h e

b o a r d . No e x e c u t i v e- o f f i c i al m a y - b o-compo ns-a-bsd— a t —a— rat e —in-----

-e-xees-s— of— tha-fe—es-tabli-s-h ed -by—the— state—for- dep artment al—com«. 

-rai-ss-ion-e-rs— except— as— may—be— tempo r a rily— req uired - by the fede ral 

t r anafe-r-lcgi-al-a t-ion . The chief executive officer may appoint 

and fix compensation for any additional personnel necessary to 

carry out the purposes of this chapter.

S e c .  4 2 . 4 0 . 2 6 0 .  DELEGATION. ( a )  R e s e r v i n g  g e n e r a l  o r  p a r ­

t i c u l a r  a u t h o r i z a t i o n  o r  c o n c u r r e n c e ,  a s  a p p r o p r i a t e ,  t h e  b o a r d  

s h a l l  d e l e g a t e  p o w e r s  a n d  d u t i e s  n e c e s s a r y  and  a p p r o p r i a t e  f o r  

t h e  m a n a g e m e n t  o f  t h e  d a i l y  a f f a i r s  and  o p e r a t i o n s  o f  t h e  

a u t h o r i t y  t o  t h e  c h i e f  e x e c u t i v e  o f f i c e r .

( b )  W i t h i n  180  d a y s  o f  i t s  e s t a b l i s h m e n t ,  t h e  b o a r d  

s h a l l  a d o p t  b y  r e s o l u t i o n  p o l i c i e s  g o v e r n i n g  t h e  f o l l o w i n g  a c t i v ­

i t i e s  o f  t h e  a u t h o r i t y  t o  b e  c o n d u c t e d ,  s u b j e c t  t o  an y  b o a r d  

r e v i e w  s p e c i f i e d  i n  t h e  p o l i c i e s ,  b y  t h e  c h i e f  e x e c u t i v e  o f f i c e r  

o r  d e s i g n a t e d  e x e c u t i v e  o f f i c i a l )

( 1 )  l e a s i n g ,  g r a n t i n g  e a s e m e n t s  i n  and  p e r m i t s  

f o r  t h e  u s e  o f  o r  o t h e r  c o n v e y a n c e s  o f  a n  i n t e r e s t  i n  a u t h o r i t y  

r o a l  p r o p e r t y  o t h e r  t h a n  a t r a n s f e r  o r  c o n v e y a n c e  o f  f e e  s i m p l e  

o r  t h e  a u t h o r i t y ' s  e n t i r e  i n t e r e s t  i n  s a i d  r e a l  p r o p e r t y ;
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( 2 )  e s t a b l i s h m e n t  o f  s p e c i f i c  r a t e s  a n d  t a r i f f s ;

an d

( 3 )  r o u t i n e  c h a n g e s  i n  s e r v i c e  l e v e l s . ,

( c )  G e n e r a l  o r  p a r t i c u l a r  b o a r d  a u t h o r i z a t i o n  o r  c o n ­

c u r r e n c e  i s  r e q u i r e d ,  w i t h o u t  l i m i t a t i o n ,  f o r  a n y  o f  t h e  f o l l o w i n g :

( 1 )  t r a n s f e r  o r  c o n v e y a n c e  o f  f e e  s i m p l e  o r  o f  t h e  

a u t h o r i t y ' s  e n t i r e  i n t e r e s t  i n  r e a l  e s t a t e  o t h e r  t h a n  t h e  e x e c u ­

t i o n  o f  a  r e l e a s e  o f  a  l i e n  o r  s a t i s f a c t i o n  o f  a  m o r t g a g e  a f t e r  

p a y m e n t  h a s  b e e n  r e c e i v e d .

( 2 )  t h e  i s s u a n c e  o f  n o t e s ,  d e b e n t u r e s ,  o r  b o n d s ,  

a n d  t h e  m o r t g a g i n g  o r  p l e d g i n g  o f  a u t h o r i t y  a s s e t s  t o  s e c u r e  

t h o s e  i n s t r u m e n t s ;

( 3 )  t h e  d o n a t i o n  o f  m oney ,  p r o p e r t y  o r  o t h e r  

a s s e t s  b e l o n g i n g  t o  t h e  a u t h o r i t y ;

( 4 )  a n  a c t i o n  b y  t h e  a u t h o r i t y  a s  a  s u r e t y  o r

g u a r a n t o r ;

( 5 )  a l l  i n d i v i d u a l  c a p i t a l  p r o j e c t s  w i t h  a n  e s t i ­

m a t e d  c o m p l e t i o n  c o s t  i n  e x c e s s  o f  Two H u n d r e d  F i f t y  T h o u s a n d  

( $ 2 5 0 , 0 0 0 ) ,  o r  t h e  p e r f o r m a n c e  o f  w h i c h  b y  t h e  a u t h o r i t y  e x t e n d s  

o v e r  a  p e r i o d  o f  o n e  y e a r  o r  m o re  f r o m  t h e  d a t e  o f  e x e c u t i o n  o f  

t h e  a g r e e m e n t ;

( 6 )  a d o p t i o n  a n n u a l l y  u n d e r  A . S .  4 0 . 4 2 . 4 2 5  o f  

l o n g - r a n g e  p r o g r a m  a n d  c a p i t a l  p l a n s ;

( 7 )  c e r t i f i c a t i o n  o f  a n n u a l  r e p o r t s  t o  be  f i l e d  

u n d e r  A . S .  4 2 . 4 0 . 4 1 0 ;

( 8 )  g e n e r a l l y  a p p l i c a b l e ,  c o m p r e h e n s i v e  i n c r e a s e s

a n d  d e c r e a s e s  i n  r a t e s ;

( 9 )  d i v e r s i f i c a t i o n  a n d  m a j o r  e x p a n s i o n  o r  r e d u c ­

t i o n  o f  s e r v i c e s  b e y o n d  t h o s e  p r o v i d e d  o n  t h e  d a t e  o f  t r a n s f e r  o r  

a s  s u b s e q u e n t l y  p r o v i d e d  u n d e r  t h i s  c h a p t e r ;

- 9 -

. . .
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Conflicts of interest the portion of the ARR bill. It is 

believed unecessary, as part of this statute, to laboriously 

reiterate detailed provisions for conflicts of interest, 

when there is presently a state statute on conflict of 

interests and the modification suggested by the railroad 
adequately covers this matter.
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(10) the exercise of the p o w e r  of eminent domain;

(11) expansion of m ai n  or branch lines, other than 

routine track realignment as necessary to maintain service levels 

in effect on the date of transfer; and

(12)- selection of independent auditors and ac­

countants.

ARTICLE 3. ADMINISTRATIVE PROVISIONS

Sec. 42.40.300. CONFLICTS OF INTEREST. fa-) E x c ept as p r o

-v-ided' in this— sectio n -,— no  board m e m b e r or em p l o y ee of the--------

authority may participate in any de c ision of the authority in 

whicl\he, or a member of his immediate family has a direct c p  

indirect\financial interest. For purposes of this sectij 

"participatX.in a decision" includes all discussions./delibera­

tions, preliminary negotiations, and votes concerning a matter 

which is the subject of formal action by  the bpard.

(b) (1) A Dbard member or employee is not considered

to have a direct or indirect financial interest in a decision if 

he or a member of his immediat^e family has only a remote interest 

and if the fact and extent of thb<. interest is disclosed to the 

board in a public meeting and/is not^d in the minutes of the 

board before any participation by the mhmber or employee in the 

decision, and thereafter in a public meetihg the board authorizes 

or approves the participation by a vote of its\membership exclud­

ing the interested member or employee. As used lh this subsec­

tion, “remote interest" means*

(i) that of a nonoalaried officer a

nonpipdfit corporation;

(ii) that of an employee or agent of a

pa rty -wlxnre  the com p e ns a t i o n —of— the -em p loya u  nr age n t \

S u c h  d i r e c t o r  o n  t h e  b o a r d  a n d  e a c h  e x e c u t i v e  o f f i c i a l  o f  t h e  a u t h o r i t y  s h a l l  c o m p l y  
/ i t h  t h e  r e q u i r e m e n t s  o f  f i n a n c i a l  d i s c l o s u r e  c o n t a i n e d  i n  A . S . 3 9 . 5 0 . 0 1 0 - . 2 0 0 .  T h e  
> o a r d  m a y  p r o v i d e  i n  i t s  r u l e s  f o r  t h e  r e m o v a l  b y  t h e  b o a r d  o f  a  d i r e c t o r  o r  o f f i c i a l  
f h o  i n t e n t i o n a l l y  v i o l a t e s  a n  a p p l i c a b l e  p r o h i b i t i o n  c o n t a i n e d  i n  A . S . 3 9 * 5 0 . 0 1 0 - . 2 0 0 .

- 1 0 -



P a g e  11

L i n e s  1 - 3 0  - S ee c o m m e n t  on p a g e  10.

T h e  r a i l r o a d  s u g g e s t s  t he t o t a l  d e l e t i o n  o f  the s p e c i a l  

c o n f l i c t s  o f  i n t e r e s t  s t a t u t e  f o u n d  in the r a i l r o a d  b i l l .  

T h e  r a i l r o a d  s h o u l d  be t r e a t e d  as an y  o t h e r  a r m  of  S t a t e  

G o v e r n m e n t .  It is the o p i n i o n  o f  t h e  L e g i s l a t u r e  t h e  S t a t e  

C o n f l i c t  o f  I n t e r e s t  A c t  is not s t r o n g  e n o u g h  that act not 

the r a i l r o a d  act s h o u l d  be a m e n d e d .  C o s m e t i c a l l y  the 

r a i l r o a d  act s h o u l d  be as s u c c i n c t  as p o s s i b l e .
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^■gona4 sto ent-i^ e ly— of— fix-ed w a g es or salary and tho contract*-— ie- 

ayarded by bid or by  other competitive process;

(iii) that of a landlord or tenant of a 

contracting party, except in cases w h ere the property subje^f. to 

the leas^ or sublease is owned or managed by the authority;

(iv) that of a h o l d e r  of less than/one per­

cent of the Shares of the corporation or cooperative/that is the 

contracting party;

(v) that of an o w ne r  of a S a v i n g s  and loan 

or banX savings or £hare account or credit union deposit account

if the interest represented by the account j .I s  less than two per­

cent of the total deposits held by the institution; or

(vi) other interests that in good faith are

defined as remote by rules or\regula^tions adopted by the

authority.

(2) The provisions C f  this subsection do not apply

to a board member or employee/financ\ally interested in a deci­

sion who influences or attempts to influence a board 

member or employee with / e spect to the d ec i si o n before he is 

authorized to participate in the decision as^ provided by this 

subsection.

(c) A  b^ard member or employee is not C o n s i d e r e d  to be 

directly or indirectly financially interested in a\decision when 

the decision/could not affect him in a m an n e r  different from its 

effect onyche public or community generally.

(d) A n  action, including the award of a contract, in 

which/a board member or employee participates in violation 

thi/ section or A.S. 39.50.090 is void if the board member's

nployee's vote was necessary to maXe up a majority of those 

-voting— on -t h e— d e c ia ion-» In— a ease w h e re— a -board ■ - werobo r—or---

-11-
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L i n e s  1 9

t h r u  28 T h e  R a i l r o a d  s u g g e s t s  a  m o d i f i c a t i o n  o f  t h e  r e q u i r e­

m e n t  f o r  p u b l i c  c o u n c i l  m e e t i n g s .  T h e  R a i l r o a d  s u g g e s t s  

t h a t  t h e  e x e c u t i v e  s e s s i o n s  o f  t h e  b o a r d  s h o u l d  b e  

a l l o w e d  r e g a r d i n g  a l l  o f  t h e  c o r p o r a t e  p o w e r s  g i v e n  

t o  t h e  R a i l r o a d  b y  t h i s  Act. A ll d i s c u s s i o n s  b y  t h e  

b o a r d  r e g a r d i n g  a l l  b u s i n e s s  d e c i s i o n s  v i s  a v i s  t h e  

c o r p o r a t e  p o w e r s  s h o u l d  b e  a v a i l a b l e  t o  t h e  t o a r d  in 

e x e c u t i v e  s e s s i o n .  T h i s  d o e s  n o t  m e a n  t h a t  t h e y  m u s t  

d i s c u s s  t h e s e  p o w e r s  w i t h i n  a n  e x e c u t i v e  s e s s i o n ,  b u t  

m e r e l y  h a v e  t h e  a u t h o r i t y  t o  d o  so w h e n  n e c e s s a r y .

O b v i o u s l y  a n y  d i s c u s s i o n  o f  t a r i f f s ,  d i v i s i o n :  arid 

c o n t r a c t  r a t e s  s h o u l d  f a l l  w i t h i n  t h e  p o w e r  of t h e  

b o a r d  t o  d i s c u s s  t h o s e  m a t t e r s  in e x e c u t i v e  session:..



rf^nployec participates in a -decision— in -v i o l at i on  o f -this section 

or'A.S. 39.50.090, and where his vote was not necessary to m a k e /  

up a majority of those voting, the board m a y  ratify the action 

after disclosure of the violation in a public meeting of the 

boarl and withbut participation by the interested member or 

employee in the debision to ratify. A  board m & i K b e r or employee 

who violates any prohibition contained in t X i e  section or in 

A.S. 39.50 forfeits his office upon a d/ . er m ination by the board

in a public meeting that the vfolatixm was intentional.
\

(e) The executive emnioyh.es and board members of the 

authority are subject to K y S ,  39.50. N.

(f) Within 12er days of the firs t\mee ting of the board, 

the board shall adpj^t and may subsequently amey»d rules imple­

menting this section, providing additional conflict, of interest 

and ethical/rules and regulations as it considers appnapriate, 

and pro/lding for the removal by the board of a board member or 

employee who intentionally violates a pr o h i b i t i o n  contained iibv 

^thi-e—section or in A i C i — 3 9 » 5 O’ i ---------------------------------------------------------------------------------

Sec. 42.40.310. PUBLIC BOARD MEETINGS. (a) The meetings of 

the board are public, with the exception of executive sessions as 

j. annitted by  A.S. 44.62.310 and subsection (b).

(b) In addition to those subjects excepted from public 

meeting requirements by A.S. 44.62.310, the board may consider in 

executive session pursuant to the requirements of that section 

matters that pertain to land acquisition or disposal or 

proprietary information, as defined in a ma n n e r  consistent with 

the standards and practices of the Inter s ta t e Commerce Commission 

for protection of the information.

Sec. 42.40.320. MINUTES OF MEETINGS. The board shall keep 

minutes of each meeting and shall send a certified copy of the

-12-



minutes of the public portion of each meeting to the governor and 

the leadership of the legislature.

Sec. 42.40.330. ADMINISTRATIVE PROCEDURE. (a) Except for 

A.S. 44.62.310 and 44.62.312, regarding public meetings, as 

limited b y  A.S. 42.40.310(b), and for A.S. 44.62.320(a), 

regarding legislative review of regulations, the Administrative 

Procedure Act (A.S. 44.62) does not apply to the authority, its 

rules, its regulations, or actions taken under this chapter. The 

authority shall make available to members of the public copies of

the rules and regulations adopted under this section. Within 45

o f  t h e  b o a r d
days after adoption, the chairman /of the authority shall submit a 

regulation adopted under this section to the chairman of the 

Administrative Regulation Review Committee under A.S. 24.20.400 - 

24.20.460.

(b) The board shall adopt rules and regulations to 

govern its procedures and to carry out the purposes of this 

chapter. Within 90 days after its first meeting, the board shall 

adopt rules establishing a procedure for giving advance public 

notice and an opportunity for the public to comment on proposed 

regulations of the authority that the board determines are 

likely, if adopted, to have a substantial impact on the public or 

will be used in the authority's dealings w i th  a significant 

segment of the public. The rules shall also provide for the 

adoption of emergency regulations without public notice and com­

ment when the immediate adoption or repeal of a regulation in 

necessary to continue or reinstate the ord e rl y  operation of the 

authority's facilities or programs. However, emergency regula­

tions may not remain in effect more than 120 days unless during 

that period the board complies with the public notice and comment 

procedure required for regulations which are not of an emergency 

nature.



(c) The rules adopted under (b) of this section 

establishing a regulation-making p r oc e d ur e  and all rules or regu­

lations relating to procurement of p r o p e r t y  by the authority, 

conflicts of interest, disclosure of information in the 

possession of the authority, or the regulation of persons outside 

the authority through the exercise of police power will be sub­

mitted to the attorney general for review and approval before 

becoming effective. The attorney general will respond to the 

authority within 30 days after receipt of the rules or regula­

tions either approving them as consis t en t  with the Constitution 

and statutes of the State of Alaska or disapproving them as in 

conflict with the Constitution and statutes. A disapproval of 

rules or regulations will be accompanied by a memorandum of law 

explaining the conflict with existing law and a recommendation 

for revisions to cure the defect. Rules or regulations submitted 

to the attorney general are considered approved if the attorney 

general fails to approve or disapprove them, as specifically pro­

vided in this subsection, within thirty days after receipt.

(d) A regulation is not subject to the procedures in 

(b) of this section if it is one that:

(1) relates to the use of public works, including 

terminal areas, industrial reserves, ri g ht s -of-way and streets, 

under the jurisdiction of the authority if the effect of the 

order is indicated to the public by means of signs or signals;

(2) is directed to a specifically named person or 

to a group of persons and does not apply g enerally throughout the 

state;

(3) concerns service schedules of the railroad; or

(4) relates to specific tariffs, divisions, and 

contract rate agreements.

(e) The authority is an agency of the State of Alaska
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P a g e  15

L i n e s  2 3 - 3 0  -  T h e  r a i l r o a d ,  in its f u n c t i o n  as an e n t i t y  of  b u s i n e s s  and

i n d u s t r y  m u s t  be a f f o r d e d  s p e c i f i c  p r o t e c t i o n s  f r o m  d i s­

c l o s u r e  n ot r e q u i r e d  b y  o t h e r  a g e n c i e s .

O u r  s u g g e s t e d  l a n g u a g e  p r o v i d e s  s u c h  p r o t e c t i o n s ,  w h i l e  

s t i l l  b r i n g i n g  the r a i l r o a d  w i t h i n  t h e  r e q u i r e m e n t s  of  A.S. 

0 9 . 2 5 . 1 1 0 - . 1 2 0 .



for purposes of jurisdictional determinations and judicial review 

of the authority's action.

Sec. 42.40.335. PRE-EXISTING RULES, REGULATIONS AND ORDERS 

OF THE ALASKA RAILROAD. The board, by resolution, may continue 

in force for a period of not more than two years after transfer 

all or part of the rules, regulations and orders of the Alaska 

Railroad which were in effect one day before the date of transfer 

and are not inconsistent with this chapter or other state law.

All authorities continued in force under this section shall 

expire on the second anniversary of the date of transfer. The 

board may adopt in its rules, regulations and orders the 

substance of former federal authorities relating to the Alaska 

Railroad. This adoption is not considered a continuation of ihe 

federal authorities if made in compliance with the procedural 

requirements of this chapter and other applicable law.

Sec. 42.40.340. PENALTY FOR VIOLATION OF DESIGNATED 

REGULATION. A person other than an authority executive official 

or employee within the scope of his employment, who violates an 

authority regulation, designated as necessary to protect life, 

health or property, shall be guilty of a misdemeanor punishable 

by a fine of not more than $1,000 or by imprisonment of not more 

than six months, or both.

Sec. 42.40.345. PUBLIC DISCLOSURE OF INFORMATION, -(a) Faots 

■inform a t i o n— in— the poaacaoion— of— the au thor-i-ty— are publi(

and comnftmications, reports, files, books, accounts an^-fJcipers of 

every nature inits-^possession are open to pufcilric inspection at 

reasonable times. HoweverV^tlje autljpjrrty may, by rule or regula­

tion, designate matters o f ^ a ^ o n p u b T l o - ^ j r i v i l e g e d , or 

proprietary natur£<-''6onsi stent with the stancTcTrd^and practices 

of the Ijvtifrstate Commerce Commission for the protectioTt^of these

u) T h e  a u t h o r i t y  s h a l l  b e  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  A . S . 0 9 . 2 5 . 1 1 0 - . 1 2 0 ,  e x c e p t  

a s  t o  t h o s e  m a t e r i a l s  a n d  i n f o r m a t i o n  o r d i n a r i l y  t r e a t e d  b y  r a i l r o a d s  a s  c o n f i d e n t i a l ,  

s u c h  a s  b u s i n e s s  r e c o r d s ,  d i v i s i o n s  o f  _ ^ 5 _  r e v e n u e ,  c o n t r a c t s ,  l e g a l  o r  p e r s o n n e l  

r e c o r d s ,  o r  o t h e r  m a t e r i a l s  p r o t e c t e d  a s  c o n f i d e n t i a l .



Page 16
L i n e  9 

L i n e  13
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4 2 . 4 0 . 4 0 0  - G E N E R A L  P O W E R S ,  s h o u l d  r e a d  t he " B o a r d  o f  

D i r e c t o r s ,  b y  its o w n  u n d e r t a k i n g ,  or  b y  a p p r o p r i a t e  

d e l e g a t i o n  to t h e  C h i e f  E x e c u t i v e  O f f i c e ,  m a y "  r a t h e r  t h a n  

" T h e  A u t h o r i t y  m a y . "  T h i s  c h a n g e  w i l l  m a k e  t h e  l i n e  of  

p o w e r  m u c h  c l e a r e r .  T h e  " A u t h o r i t y "  is th e  u l t i m a t e  e n t i t y  

b u t  a ll p o w e r s  a n d  d u t i e s  s h o u l d  be  g r a n t e d  to e i t h e r  the 

B o a r d  o f  D i r e c t o r s  of the " A u t h o r i t y "  or  t h e  C . E . O .  T h e r e  

s h o u l d  be  a n e w  p a r a g r a p h  p l a c e d  in t h e  B i l l  g r a n t i n g  the 

p o w e r  to t h e  B o a r d  o f  D i r e c t o r s  to a s s i g n  to t h e  C . E . O .  s u c h  

c o r p o r a t e  p o w e r s  as, in t h e  B o a r d  o f  D i r e c t o r s "  o p i n i o n ,  

w o u l d  b e s t  s e r v e  the b u s i n e s s  o f  T h e  A l a s k a  R a i l r o a d .

18 (4) T h i s  s u b s e c t i o n  is p o t e n t i a l l y  in c o n f l i c t  w i t h

4 2 . 4 0 . 2 5  as c u r r e n t l y  w r i t t e n .  4 2 . 4 0 . 2 5 0  as c u r r e n t l y  

w r i t t e n  g i v e s  t he B o a r d  o f  D i r e c t o r s ,  w i t h  the a p p r o v a l  of 

t he G o v e r n o r ,  th e  p o w e r  to a p p o i n t  t h e  C . E . O .  a n d  the l e g a l  

c o u n s e l ,  a nd all e x e c u t i v e  o f f i c e r s  s e r v e  at t h e  p l e a s u r e  of 

t he B o a r d  o f  D i r e c t o r s .  T h e  p o w e r s  set f o r t h  in 4 2 . 4 0 . 4 0 0  

as r e w r i t t e n  by  the R a i l r o a d  a r e  c l e a r e r  a nd les s  c l u t t e r e d ,  

and c a n  be a s s i g n e d  to t h e  C . E . O .

Conforms with suggested ( a )  on Page 15.

L i n e  19 S u b s e c t i o n  (5) r u n s  c o n t r a r y  to 4 2 . 4 2 . 4 5 0  as r e w r i t t e n  by 

t h e  R a i l r o a d  or is r e d u n d a n t  to 4 2 . 4 2 . 4 5 0 ,  as c u r r e n t l y  

w r i t t e n .
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(b) A  person may make writt e n objections to the public 

disclosure of information contained in an application, report or 

document filed with the authority, stating the grounds for the 

objection. When an objection is made, the board may order the 

information withheld frcxn public disclosure if the information 

would adversely affect the interest of that person; is not 

required in the interest of the public; and may be protected from 

disclosure consistent with the standards and practices of -the- 

In-fce r a  tafcc Comme rce -Com m ie cion . s u b s e c t i o n  (a) o f  t h i s  s e c t i o n .

ARTICLE 4. POWERS AND DUTIES

b o a r d ,  by  i t s  o w n  u n d e r t a k i n g ,  

Sec. 42.40.400. GENERAL POWERS. The/-authority m ay:
b y  a p p r o p r i a t e  d e l e g a t i o n  t o  t h e  C h i e f  E x e c u t i v e  O f f i c e r ,  may:

(1) adopt a seal;

(2) adopt rules and regulations;

(3) Bue and be sued;

(4) appoint officers, employees, trustees, and 

agents, and prescribe their powers and duties;

(6) make contracts and execute instruments 

necessary or convenient in the exercise of its powers and duties;

(7) acquire by purchase, lease, bequest, devise, 

gift, exchange, the satisfaction of debts, the foreclosure of 

mortgages, or otherwise, real or personal property, rights, 

rights-of-way, franchises, easemer~s, and any other interests in 

land, including land lying under water and appropriation of water 

rights that are located in the state, taking title to the prop­

erty in the name of the authority;

(8) acquire property by eminent domain and/or by a 
declaration of taking;

-16-
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(9) hold, maintain, use, operate, lease, exchange, 

donate, improve, convey, alienate, dispose of, mortgage, 

encumber, and otherwise grant security interests in or transfer 

any real or personal pr o perty including without limitation facil­

ities and' equipment;

(10) b o r r o w  m o n ey  and issue its bonds or notes and 

provide for and secure their payment, provide for the rights of 

their holders and purchase, hold, or dispose of its bonds or 

notes;

(11) secure the payment of its obligations by 

pledge or mortgage or other'lien on its contracts, revenues, 

income, or property;

(12) contract with and accept transfers, gifts, 

grants or loans of funds or property from the United States, the 

state, and its political subdivisions, and in that regard comply 

with che provisions of federal, state, or local programs when 

necessary;

(13) acquire, hold and dispose of stocks, m e m b e r­

ships, contracts, bonds, general or limited partnership interests 

or otner interests in another corporation, association, part­

nership, joint venture or other legal entity, and exercise the 

powers or rights in connection with these interests which are 

provided in contracts or agreements and that are allowed by law 

concerning the satisfaction of debts;

(14) undertake the management operation, m a i n­

tenance, use, and control of all of the properties of the Alaska 

Railroad including without limitation, the tracks, equipment and • 

other property transferred to it by the federal government or by 

any person;

- 1 7 -
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P a g e  18

L i n e  6 T h e  w o r d  " A u t h o r i t y "  s h o u l d  be c h a n g e d  to " b o a r d . "

L i n e  9 - 1 0  (17) It s h o u l d  r e a d  " l e n d  the a u t h o r i t y ' s  funds, p r o p e r t y ,

c r e d i t  or  s e r v i c e s  for a u t h o r i t y  p u r p o s e s . "



(15) undertake or provide for the acquisition, 

construction, maintenance, equipping, and operation of con­

necting, switching, terminal, or other railroads and railroad 

facilities in the state;

(16) recommend to the legislature and the governor
b o a r d

any tax, financing, and security measures the/-authority- considers 

appropriate for maximizing the public interest in the operation 

of the railroad;
t h e  a u t h o r i t y ' s

(17) lend/-it-o funds, property, credit or services 

for authority purposes;

(18) consent to the modification of the rate of

interest, time of payment of an installment of principal or 

interest, or c'-.her terms of a loan, contract, or agreement of any

kind to which the authority is a party;

(19) include in any borrowing the amounts

necessary to establish reasonable reserves and pay financing 

charges and interest on the obligations for a reasonable period 

after which the authority estimates funds will be otherwise 

available to pay the interest, consultant, advisory, and legal 

fees, and such other expenses as are necessary or incident to 

this borrowing;

(20) maintain offices and facilities at places it

may designate;

(21) purchase the authority's bonds at a price not 

more than the principal amount of them plus interest;

(22) cancel bonds purchased under 42.40.400(21);

(23) apply to the appropriate agencies of the 

state, the United States, and to a foreign country and other 

proper agencies for the permits, licenses, or approvals as may be 

necessary to construct, m a i n t a i r . and operate transportation

- 1 8 -



Page 19

L i n e  25 B e t w e e n  t h e  w o r d  " o n "  a n d  t h e  w o r k  " p r o p e r t y "  t h e  p h r a s e  " o r

t o "  s h o u l d  b e  i n s e r t e d .  T h e  c h a n g e  is r e q u e s t e d  to  a l l o w  

t h e  s e c u r i t y  f o r c e  to  act as s t a t e  l a w  e n f o r c e m e n t  o f f i c e r s  

f or v i o l a t i o n s  t h a t  o c c u r  t ^  p r o p e r t y  o w n e d ,  m a n a g e d  or  

t r a n s p o r t e d  b y  t h e  a u t h o r i t y  b u t  t h a t  do n o t  o c c u r  o n  

p r o p e r t y  o w n e d ,  m a n a g e d  o r  t r a n s p o r t e d  b y  the a u t h o r i t y .



services, and to obtain, hold and reuse the licenses and permits 

in the same manner as other persons or operating units;

(24) prescribe rates to be charged for services 

provided b y  the Alaska Railroad;

(25) determine the routes, schedules, and types of 

service to be provided by the Alaska Railroad;

(26) enter into contracts, leases, and other 

agreements with connecting carriers, shippers, and other persons 

concerning the service, activities, operations, properties and 

facilities of the railroad, including contracts, leases and other 

agreements that contain provisions intended to preserve and 

expand the railroad's traffic base;

(27) plan for and undertake expansion of the 

railroad and railroad activities, including extension of the 

Alaska Railroad's rail system and acquisition and operation of 

other modes of transportation service connecting to the 

railroad's rail service;

(28) adopt regulations designed to safeguard prop­

erty owned, managed or transported b y the authority, to protect

employees and persons using the authority's property or services, 

and to promote safe, healthy, secure, and effective railroad 

operations, which regulations shall have the force of law and be 

enforceable in the same manner as civil and criminal statutes of

the state; and maintain a security force to enforce state law and
or  to

the authority's regulations. For violations that occur oiy prop­

erty owned, managed or transported by the authority, the security 

force has the same powers and statewide jurisdiction as state law 

enforcement officers;

(29) adopt rules and regulations having the force

of law that require designated classes of p r o prietary and person­

nel i n f o r m a t i o n  and c o m m u n i c a t i o n s  to be co nf i d e n t i a l ;

- 1 9 -



Page 20-21
l i n e 2 9 - 3 0  L i n e s  29 - 30 o f  p a g e  20  a n d  l i n e s  1 - 12 o f  p a g e  2.1 s h o u l d

be s t r i c k e n .  B o t h  t h e  G o v e r n o r  a n d  t h e  L e g i s l a t i v e  A u d i t o r s  

a r e  i n e x p e r i e n c e d  in r a i l r o a d  a c c o u n t i n g ,  in t r a n s p o r t a t i o n  

l a w  s u c h  as t h e  I n t e r s t a t e  C o m m e r c e  Act ,  a n d  in b u s i n e s s  

p r a c t i c e s  as o p p o s e d  to  g o v e r n m e n t a l  p r a c t i c e s .  A s  a 

r e s u l t ,  i n f o r m a t i o n  o f  a c o n f i d e n t i a l  n a t u r e  is s u b j e c t  to 

l e a k a g e  w i t h o u t  t h e  s a f e g u a r d s  o f  a f i d u c i a r y  r e l a t i o n s h i p  

b e t w e e n  an a c c o u n t i n g  f i r m  a n d  t h e  a u t h o r i t y .  T h e  R a i l r o a d  

b e l i e v e s  i n f o r m a t i o n  in t he h a n d s  of e i t h e r  t h e  l e g i s l a t i v e  

or g o v e r n o r  a u d i t o r  w o u l d  n o t  r e m a i n  c o n f i d e n t i a l .  If the 

L e g i s l a t u r e  a n d  t he G o v e r n o r  w a n t  a c c e s s  to a u d i t  

i n f o r m a t i o n ,  t h e y  s h o u l d  e i t h e r  b e  g i v e n  a v o i c e  a l o n g  w i t h  

t h e  b o a r d  in s e l e c t i n g  t h e  a c c o u n t i n g  f i r m  or a l t e r n a t i v e l y  

t h e y  s h o u l d  be  a l l o w e d  a c c e s s  t h r o u g h  an  i n d e p e n d e n t  

c e r t i f i e d  a c c o u n t a n t  e x p e r i e n c e d  in r a i l r o a d  a c c o u n t i n g .

O n l y  t he f o r m e r  a l t e r n a t i v e  is p r e s e n t e d  in t he s u g g e s t e d  

R a i l r o a d  c h a n g e s  to t h e  b i ll.



(20) hj.re and discharge railroad personnel and 

determine benefits and other terms and conditions of employment, 

that may be established in accordance w i th  the obligations 

imposed by the federal legislation that transfers the Alaska 

Railroad to the state.

(31) -assume and— sa-ti s-fy— aL-1— Liabilit ies o f -the- 

U n-irfced S tates- or i-t-o -agenci-es— as— pr-ov-i-de d— by—  the fede ral -transfer 

legi-slation and— t h e c 1-os-i-ng— r-epor-t-,— or-ats- su b s t antive . eg.ui.v a-r

(32) do all things necessary, convenient or

desirable to carry out the powers and duties expressly granted or 

necessarily implied in this chapter, or under other laws of the 

state, or the laws and regulations of the federal government.

Sec. 42.40.410. ANNUAL REPORT. The board shall direct prep­

aration of, cert ify and distribute to the governor and to each 

member of the legislature by February 1 of each year a report 

generally describing the operations and financial condition of 

the authority. The board may include in the report suggestions 

for legislation lelating to the structure, powers, or duties of 

the authority or relating to the operation of railroad facilities

of the authority. / a f t e r  c o n c u r r e n c e  b y  the

/ l e g i s l a t u r e  a n d  t h e  g o v e r n 2
Sec. 42.40.420. ANNUAL AUDIT. The board/shall have the

financial records of the authority audited annually by an inde­

pendent certified public accountant experienced in railroad 

accounting. To the extent practicable, for the five years 

following the date of transfer, the status of the assets and 

liabilities specifically identified in the closing report sub­

mitted under the federal transfer legislation shall be noted in 

the annual audit. -The— authority— shall,— at— al-l— t-imes— during— nor—



Page 21
L i n e  2 2 - 2 8  4 2 . 4 0 . 4 2 5  (a) (1) s h o u l d  s t o p  a f t e r  t h e  w o r d s  " A . S .

3 7 . 0 7 . 0 5 0 "  on  l i n e  22. T h e  A l a s k a  R a i l r o a d  s h o u l d  not b e  

s u b j e c t  to l e g i s l a t i v e  a u d i t o r  a n d  t h e  d i v i s i o n  o f  b u d g e t  

and m a n a g e m e n t  u n l e s s  t h e  A R R  is u s i n g  S t a t e  f u n d s .  An  

a n n u a l  i n d e p e n d e n t  a u d i t  is r e c o m m e n d e d .  3 7 . 0 7 . 0 5 0  s e t s  

f o r t h  the r e q u i r e m e n t s  for " a g e n c y  p r o g r a m s  a n d  f i n a n c i a l  

p l a n s . "  N o t h i n g  m o r e  n e e d  be s a id.
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.

-0

aud-i-W g --or--fche leg i slative--auditor c o ns-i do-rs—n aca s-caxy,—maXa- 

available to the governor's internal audi to r  or the legislatij 

auditor fc^x^examination all of its financial records/ gjadT will 

permit the goverhqr's internal auditor or legislative auditor to 

audit, examine and malcfe^excerpts or tran sc p i^ t s from the records, 

and to maXe audits of all cofttjracts,^-invoices, materials, 

payrolls, records of personnel>̂ corld 4 1 ions of employment, provi­

sion of services and t h ^ f a t e s  at which the services are provided 

and other data related to all these matters. Abc^ss to the above 

informatiorv^hall be unrestricted, but disclosure of rt^is sub- 

ject^to A..S. 42.40.340 and rules and regulations i m p l e m e n t i n g ^

Sec. 42.40.425. LONG-RANGE PROGRAM AND CAPITAL PLANNING.

(a) Within 18 mon v of the date of transfer, the authority 

shall prepare and the board shall adopt long-range program and 

capital improvement plans.

(1) The long-range p r o g ra m  pl a n shall delineate 

the manner in which the authority will accomplish the purposes of 

and fulfill its responsibilities under this chapter during each 

of the five years commencing with the year in which the initial 

p la n  is adopted. The plan shall provide information substan­

tially consistent with the reguirements of A.S. 37.07.050, the----

— form a t— of— which— ehal-1— be-

ra tion of— the— i-nht-4-al— pl-a-ivi

—pe-rformanee— a-nd— e-f-f-i-o-i e noy— audi-fe-o f— the— a-uth o  r i-ty— s— ccmpli a nce- 

- w f th the- p l a n .----

-21-



Page 22
L i n e s  4 - 7 S u b s e c t i o n  (2) s h o u l d  c o n s i s t  o f  t h e  f i r s t  s e n t e n c e  o n ly. 

4 7 . 0 7 . 0 6 0  r e q u i r e s  t h e  G o v e r n o r  to p r e s e n t  l o n g - r a n g e  

c a p i t a l  p l a n s  to t h e  L e g i s l a t u r e .  T h e  R a i l r o a d  s h o u l d  be 

i n c l u d e d  in that.



. *
*

p

1

2

3

4

5

6

7

8

9

10

11

12

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

21

2 2

2 3

2 4

2 5

2 6

2 7

2 8

2 9

30

(2) The long-range capital improvement plan shall 

present and explain the authority's anticipated capital improve­

ments for each of the five years commencing w i t h  the year in 

which the initial plan i.s a d o p t e d . T h e -plan sh al l ,— w ithout—

-t-ation,— include— all of the— information r eq-u i rad -by -Se c .-----------

-4-2-, 4 0,700(b) -t-o g e-t-h e r - wi th any—o t h e r info rma t i o n-pre sc r ib ed-by -

:-the gove rnor— or ■-the— l o g i. s la t iv e — an d i, t o r .--------------------------------

(b) T h : - plans shall be a n nu a l l y  revised by the 

authority and adopted by the board.

(c) The authority shall prov i de  copies of its initial 

and subsequent plans to the governor and the leadership of the 

legislature.

Sec. 42.40.430. USE OF AUTHORITY ASSETS. (a) The authority 

shall apply all funds, property, othe r  assets and credit of the 

authority toward activities authorized b y  this chapter. The 

authority may not issue shares of stock, pay dividends, make pri­

vate distribution of assets, make loans to council members or 

employees, or engage in business for p r i v a t e  benefit. The use of 

authority funds, property, other assets or credit for purposes 

not authorized by law by persons having the possession or control 

of it is prohibited.

(b) Notwithstanding the provis i o ns  of this section, the 

authority mays

(1) assist board members and employees as memberB 

of a general class of persons to be assisted by an activity to 

the same extent as other members of the class ar-d as long as no 

special privileges or treatment accrues to the member or employee 

by reason of his status or position in the authority;

(2) return to board members and employees fees, 

dues or service charges originally contributed by them and 

surplus to the purposes for which collected;

-22-
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1 (3) defend and indemnify any current or former 

authority employee, agent, or board member, and their successors, 

against all costs, expenses, judgments, and liabilities, 

including attorney's fees, reasonably incurred b y  or imposed upon 

h i m  in connection with or resulting from any claim, action, or 

proceeding, civil or criminal, in which he is or may be made a 

party by reason of being or having b e e n  an authority board 

member, employee or agent or by reason of an action alleged to 

have been tafcen or omitted by h im as a board member, employee, or 

agent if he was acting in good faith on behalf of the authority 

and within the scope of duties imposed or authorized by law.

This power of indemnification is not exclusive of other rights 

to which authority board members, employees, and agents are 

entitled as a matter of law; and

(4) purchase insurance to protect and hold per­

sonally harmless its employees, agents, and board members frcm 

any action, claim, or proceeding instituted against the foregoing 

individuals arising out of the performance, purported perfor­

mance, or failure of performance, in good faith, of duties for, 

or employment with, the authority and to ho l d these individuals 

harmless from expenses connected wi t h the defense, settlement, or 

monetary judgments from such actions, claims, or proceedings.

The purchase of such insurance and its policy limits are discre­

tionary with the authority board, and such insurance is not con­

sidered to be compensation to the insured individuals. The 

powers conferred by this paragraph are not exclusive of any other 

powers conferred by law to purchase liability insurance.

-2 3-



Page 24
L i n e s  1 1 - 2 5 S u b s e c t i o n  (b) o f  4 2 . 4 0 . 5 0 0  s h o u l d  be s t r i c k e n .  A l l  o f  the 

R a i l r o a d  l a n d  s h o u l d  be h e l d  i n t a c t  u n t i l  the r e v e r s i o n a r y  

p e r i o d  set f o r t h  in t he F e d e r a l  l e g i s l a t i o n  is o v e r .  D u r i n g  

t h i s  r e v e r s i o n a r y  p e r i o d ,  a c c o r d i n g  to a d r a f t  o f  the 

F e d e r a l  t r a n s f e r  l e g i s l a t i o n ,  l a n d  " c o n v e r t e d  to a u s e  that 

w o u l d  p r e v e n t  t he p r o p e r t y  f r o m  b e i n g  u s e d  to o p e r a t e  or 

s u p p o r t  t he R a i l r o a d "  w o u l d  t r i g g e r  e i t h e r  a r e v e r s i o n  to 

t h e  U n i t e d  S t a t e s  or a p a y m e n t  b y  t h e  S t a t e  of the v a l u e  o f  

t h e  r e a l  p r o p e r t y .  If th e  F e d e r a l s  r e q u i r e  a t h r e e - y e a r  

p e r i o d ,  t h e n  d u r i n g  tha t  s a m e  p e r i o d  the l e g i s l a t o r s  c a n  

d e t e r m i n e  w h e t h e r  t h e y  w i s h  the R a i l r o a d  to o p e r a t e  its o w n  

c o a l  l a n d s  or t he s u b s u r f a c e  of a l l  its l a n d s  or  t h e y  w i s h  

t h e  C o m m i s s i o n e r  of N a t u r a l  R e s o u r c e s  to do so. In the 

m e a n t i m e ,  t h e  S t a t e  s h o u l d  t a k e  n o  a c t i o n  r e d u c i n g  the 

R a i l r o a d ' s  i n t e r e s t  in l a n d s  c o n v e y e d  f r o m  t he F e d e r a l  

G o v e r n m e n t .

T h e  R a i l r o a d ,  d u r i n g  t h i s  d e b a t e  w i l l  a r g u e  for t h e  c o n t r o l  

o f  th e  s u b s u r f a c e  to its land s .  T h e  A l a s k a  R a i l r o a d  d o e s  

h a v e  c o a l  r e s e r v e s  the s a m e  as the U n i o n  P a c i f i c  R a i l r o a d ,  

t h e  B u r l i n g t o n  N o r t h e r n ,  I n c., a n d  th e  D e n v e r  R i o  G r a n d e ,  

e tc. If  th e  A l a s k a  R a i l r o a d  l o s e s  its m i n e r a l  r i g h t s  to the 

S t a t e ,  it w o u l d  r e d u c e  the p o t e n t i a l  of  t h e  A R R  to e a r n  

r o y a l t i e s  to k e e p  r e v e n u e s  a b o v e  e x p e n s e s  and to u s e  coal 

o n c e  the p e t r o l e u m  e r a  is o v e r .  A l s o ,  the r i g h t  to u s e  the 

s u b s u r f a c e  for r o c k s ,  s a n d  a n d  g r a v e l  a n d  for t u n n e l s ,  

d i t c h e s ,  and o t h e r  r e c o n t o u r i n g  of land is i m p o r t a n t  to the 

R a i l r o a d .



ties^, the authority shall convey to the state the subsurface 

estate Of and the mineral rights in the lands among the r^dtl

the commissioner of natural resources. Th

in each quitclaim deed the r^ght to e 

authority's purposes sand, grave^<^and

ARTICLE 5. RAIL PROPERTIES

Sec. 42.40.500. RAIL PROPERTIES. (a) The authority shall 

receive from the United States and, in its own name, take title 

to all rail properties transferred under the federal transfer 

legislation. Till lands among che rail properties so transferred 

or otherwise acquired by the authority are subject to 

A.S. 38.95.010 and are not subject to classification or disposal 

under A.S. 38 or other state law, except as otherwise specifi­

cally provided in this chapter.

---------- (b > ■ W -ithin -l-20-days -af-te r -trans-fe r— of— the— rail— p roper--—

lands among the rail 

' r e

delivered to 

authority may reserve 

and use for the 

and oth e r construction

erest retained by theThe

authority after convey^irfce to the state u r M ^ r t h i s  subsection 

entitles it to exclusive use and control of t m K s u r f a c e ,  complete 

subjacent and/fateral support of the surface, and the right to 

t unnel, >ditch, recontour, excavate and otherwise use theN^ubsur- 

face for railroad, transportation, transmission and related ptu^-

-po o o o .—  -------------------------------------------------------------------------

(c) The authority is authorized to litigate, compro­

mise, and otherwise settle claims related to the transfer of rail 

properties from the United States and to recover for breach of 

warranties made or other obligations assumed by the United States 

or other party in relation to the transfer or status of the rail 

propert i es .

- 2 4 -



Page 25
L i n e s  1 4 - 2 1 S u b s e c t i o n  (f) o f  4 2 . 4 0 . 5 0 0  s h o u l d  b e  d e l e t e d ,  b e c a u s e  no 

i n t e r e s t  in real p r o p e r t y  s h o u l d  be d i s p o s e d  o f  u n t i l  a f t e r  

t h e  t e r m i n a t i o n  of  t he F e d e r a l  r e v e r s i o n a r y  p e r i o d  d u r i n g  

w h i c h  t i m e  a n y  l and c o n v e r t e d  f r o m  p o s s i b l e  r a i l r o a d  u s e  

e i t h e r  r e v e r t s  to th e  U n i t e d  S t a t e s  or t h e  S t a t e  p a y s  the 

U n i t e d  S t a t e s  the v a l u e  o f  t h e  r e a l  p r o p e r t y .
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(d) The authority is authorized to submit applications 

o n its own behalf as a political subdivision of the state for 

acquisition of interests in federal lands available under 

federal law that will enhance the operations of the authority and 

t o receive conveyances of all the interests in its own name.

(e) The authority, as an agency of the state, may 

acquire in its own name from the United States under the Surplus 

Property Act (50 App. U.S.C. 1622 e±. s e q .), the Federal Property 

and Administrative Services Act of 1949 as amended (40 U.S.C. 471 

et s e q .), or other law, property under the control of a federal 

department or agency that is useful for -he a uthority’s purposes 

and may acquire from the Department of Administration property of 

the state made available under A.S. 44.71.010 - .040.

-4-f-)---Before -d-i&pos-i-ng— of an ■ -inte res-t— in— real -property7-
other "than a leasehold, a utility or access easement, ora-'Iand 

use permit, to a^paj^y other than the state^the---authority shall

give public notice of the'^ai^sposition^irr^two newspapers of 

general circulation. The au thori t y ^ h ^ l  make copies of the 

notice available to^lhe public at its administrative office, and 

mail copied of the notice to the director of the divisldn-r>f

-Legi-sl-atur-e-.—

Sec. 42.40.510. CLASSIFICATION, ACQUISITION AND MSE OF 

STATE LANDS FOR RAILROAD PURPOSES. (a) The board by resolution 

muy identify lands owned by or subject to selection by the state, 

including tide and submerged lands, as necessary or useful for 

present or intended railroad purposes. The resolution shall 

include a statement of and justification for the present or 

intended railroad use and the date w h e n  such use should commence. 

U po n  submission of the resolution and a request for classifica­

tion and conveyance to the commi s si o ne r  of natural resources, the

- 2 5-



A l l  o f  s u b s e c t i o n  (c) o f  4 2 . 4 0 . 5 1 0  s h o u l d  be s t r i c k e n .

T h e r e  i s  n o  n e e d  f o r  j o i n t  m a n a g e m e n t  o f  R a i l r o a d  l a n d s .  
M o r e o v e r ,  t h e  j o i n t  u s e  o f  R a i l r o a d  l a n d s  c o u l d  t r i g g e r  
e i t h e r  t h e  r e v e r s i o n  o f  l a n d  t o  t h e  U n i t e d  S t a t e s  o r  t h e  
p a y m e n t  b y  t h e  S t a t e  o f  t h e  v a l u e  o f  t h e  l a n d s .  D u r i n g  t h e  
r e v e r s i o n a r y  p e r i o d ,  t h e  l e g i s l a t u r e  s h o u l d  d e t e r m i n e  who i s  
t o  c o n t r o l  t h e  l a n d ,  w h e t h e r  i t  b e  t h e  s u r f a c e  o r  
s u b s u r f a c e ,  a n d  w h e t h e r  j o i n t  c o n t r o l  i s  n e c e s s a r y .
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commissioner may temporarily classify and reserve the lands iden­

tified in the request for railroad purposes and may temporarily 

vacate a classification allowing disposal or lease of such lands 

under laws or programs of the state. Such a temporary classifi­

cation and vacation will be subject to valid existing rights.

(b) Within 180 days a fter receiving the request, the 

commissioner of natural resources by departmental order shall 

either (1) permanently classify the surface estate of those lands 

for railroad purposes and, subject to valid existing rights, con­

vey the state's interests in and to the surface estate of those 

lands to the authority; or (2) deny the classification and con­

veyance as not in the best interest of the state. The com­

missioner of natural resources m.\y approve in part and deny in 

part the request for classification. In the absence of a reser­

vation to the contrary, a conveyance under this subsection vests 

in the authority the exclusive right to extract and use sand, 

gravel and other construction materials on the lands conveyed 

without regard to the classification of such resources as part of 

the surface or subsurface estate.

resources may agree to joint management of railroad lands and^to 

conditions Ifor classification of such lands. The authority and 

the commissioner oiS-jiatural resources may aqree^to periodic joint 

review of state lands to determine theip^HTuitability for railroad 

purposes and periodic joint revjTpw^of the status of railroad 

lands to determine the nepeSsity for ttieir^continued ownership, by 

the a u t h o r i t y ^ j r h p - ^ u t h o r i t y  may reconvey to^ti^e^state lands 

that the au£h6rity and the commissi ner of natural resources 

join p k t f  identify as unnecessary or unsuitable for the a u thority1 s

-26-
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T h e  w o r d s  " C h i e f  E x e c u t i v e  O f f i c e r "  s h o u l d  r e p l a c e  t h e  w o r d s  
" G e n e r a l  M a n a g e r . "

4 2 . 4 0 . 5 1 5  s h o u l d  b e  d e l e t e d  u n t i l  s u c h  t i m e  a s  t h e  
r e v e r s i o n a r y  p e r i o d  s e t  f o r t h  i n  t h e  F e d e r a l  s t a t u t e  i s  
c o m p l e t e ,  b e c a u s e  n o n - r a i l r o a d  u s e s  o f  r a i l r o a d  l a n d s  c o u l d  
t r i g g e r  t h e  r e v e r s i o n  o f  r e a l  p r o p e r t y  t o  t h e  F e d e r a l  
g o v e r n m e n t  o r  t h e  p a y m e n t  b y  t h e  S t a t e  o f  t h e  v a l u e  o f  t h e  
r e a l  p r o p e r t y  i n t e r e s t .  D u r i n g  t h i s  s a m e  p e r i o d ,  s t r e n u o u s  
d e b a t e  c a n  b e  h a d  w i t h  l e g i s l a t o r s ,  t h e  G o v e r n o r  a n d  t h e  
p u b l i c  a s  t o  t h e  m a n a g e m e n t  a n d  d e v e l o p m e n t  o f  R a i l r o a d  
l a n d .  H o w e v e r ,  t h e  a u t h o r i t y  s h o u l d  h a v e  t h e  r i g h t  t o  u s e  
o r  t o  d e v e l o p  n a t u r a l  r e s o u r c e s  o n  i t s  l a n d s  s o  t h a t  i t s  
i n c o m e  w i l l  b e  g r e a t e r  t h a n  i t s  e x p e n s e s .



(d) The authority's ownership of a surface interest in 

state land entitles it to exclusive use and control of the 

surface, complete subjacent and lateral support of the surface, 

and the right to tunnel, ditch, recontour, excavate or otherwise 

use the subsurface for railroad, transportation, transmission 

and related purposes.

(e) When physical conditions require that track or 

other right-of-way fixtures of the authority be moved from the

existing location and relocated on state-owned lands adjacent to
c h i e f  e x e c u t i \

or in the vicinity of the existing right-of-way, and the/-goneral-
o f f i c e r

H^a-nage r- determines that such relocation is necessary to maintain 

safe and adequate rail operations, the authority may effect the 

necessary relocation after notice to the department of natural 

resources. The relocation shall be limited to land adequate to 

restore or continue safe rail operations at a normal level.

Within 45 days after a relocation under this subsection, the 

authority shall request classification and conveyance of the 

lands for railroad purposes in accordance with (a) of this sec­

tion.

-DEVELOPMENT—OF— OT-br-GAS,- MINERALS— AND-

GEOTHERMAL RESOURCES ON AUTHORITY LANDS. (a) The departmentT of 

natural resources, in accordance with A.S. 38.05, may^lease or 

otherwise develop oil, gas, minerals and geothcYmal resources 

located on lands in w h i c h ^ h e  authority-tJwns an interest, 

including a surface interest, upon satisfaction of the

following conditions:

(1)^Tfie department of natural resources submits to 

the authority"a request for authorization identifying^the

jro-inter<Jst to be developed .ng specificity

r.-d— pi-a n - for deveTopraent— of— the— interest,— pofc-ential— neg-a-fc4a

- 2 7-
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e f fects -the proposed--development -may—h ave— on - tho -a u t h o ri t y1 o—  

>erations, and measures which will be instituted to avert or 

mitigate such effects?

(2) The authority reviews the request for authori­

zation ^od, afte*r considering potential negative effects yind pro­

posed mitigation measures, determines that the plan of 

development presents no appreciable risk of interference with the 

operations of t W  authority;

( 3 ) \ T h e  department of natural resources and the 

authority agree upon\a suitable requirement that the lessee or 

party other than the state undertaking the/aevelopment reimburse 

the authority frcm the proceeds of the development for costs 

incurred by the authority and materials lost by the authority as

a result of the development; a\d

(4) The authorityXissues to the department of 

natural resources a written aiyihorxVation to proceed with the 

plan for lease or development. The authority may not unreason­

ably withhold its c o n s e n y t o  a request ftor authorization sub­

mitted by the department of natural resources under this section.

(b) The department of natural resources shall require

a party other thanr the Gtate exercising rights under this section 

to post a surety bond in an amount sufficient to secure the 

authority against potential detrimental effects of tr\e activity 

undertakers

(c) The department of natural resources shall maintain 

an accurate record of all income received b y the state from >the

.lands in which the authority has an interest and of the value

( 1 1  subsurface conveyed by the authority to the state. The 

•dep a rtment— of -na tural— resources— oha 1-1 -prepare a -yea rly — summary— of

-28-
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B e c a u s e  t h i s  s u b s e c t i o n  (b) o f  4 2 . 4 0 . 5 2 0  r e q u i r e s  t h e  

R a i l r o a d  to c o n v e y  t he s u b s u r f a c e  e s t a t e  to t h e  S t a t e ,  t he 

R a i l r o a d  is p r e v e n t e d  f r o m  u s i n g  e m i n e n t  d o m a i n  to a c q u i r e  

s u b s u r f a c e  r e s o u r c e s  s u c h  as c o a l ,  g r a v e l ,  s a n d  a n d  rock.
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B u ch- -incom e- ̂ uad— subgur-face. value and su b m it— i.t. -to- the -leg-ia la turn- 

■before M a r c h - 1-5 -of— e ach y e a r after t r an s f e r .

-fd-) The r e io cotefo-liohcd -i-n the ot-ate -treaa-agy a fund

which is iderTt-ified as the Alaska 

income received by  the state 

has an interes

Rail

be deposited into the 

subje ct--to— appr-opri-atlon by the— leg,Lgla_tuxie-

ilroad Inccme^^anirr All 

in w h ich the authority

The fund shal1

Sec. 42.40.520. LAND USE REGULATION. The board is 

authorized to adopt regulations governing land use by private 

parties h a v i n g  interests in or permits for lands owned or managed 

by the authority. The power conferred by this section is exer­

cised for the common health, safety and welf a re  of the public 

and, to the extent constitutionally permissible, shall not be 

limited by the terms and conditions of leases, contracts or other 

transactions w it h  private parties.

Sec. 42.40.530. EMINENT DOMAIN AND ACQU I SI T IO N  OF PROPERTY 

AND MATERIALS. (a) The authority may exercise the power of emi­

nent domain, pursuant to A.S. 09.55.240 - .460, to acquire land 

or an interest therein for lawful purposes consistent with this 

chapter.

(b) The authority may acquire a fee simple title 

whenever, in the judgment of the authority, ownership of a fee 

simple is nece ss ar y  to effectuate the authority's lawful purposes 

in condemning property. -When— the— authority— acquires— a— fee---------

— eetahe-ho— t h e — s t a t e — b y — a— quihe-le-i-m— deed -

(c) A . S.. 09.55.310(a)(4) and A . S. 09. 55 . 35 0  do not 

apply to the authority.

(d) The authority may file a decl a ra t io n  of taking, 

under A.S. 0 9.55.420 - .460, in the same m a n n e r  and with the same 

effect as the state; and

- 2 9 -



S u b s e c t i o n  (b) o f  t h i s  s e c t i o n  4 2 . 4 0 . 5 3 0  r e q u i r e s  the 

s u b s u r f a c e  e s t a t e  to be  r e c o n v e y e d  to t h e  S t a t e  so t h i s  

s u b s e c t i o n  (e) w o u l d  h a v e  no  e f f e c t  u n l e s s  t h e  s u b s u r f a c e  or 

t h e  g r a v e l ,  s a n d  and r o c k  p a r t  o f  t h e  s u b s u r f a c e  c o u l d  

r e m a i n  w i t h  the R a i l r o a d .



(e) The authority's power of eminent domain includes,

without limitation, the power to obtain material, including clay,

gravel, sand, or rock, the land necessary to ob t ai n  the material,

and access to the land and material.

(f) The authority may vacate land, o r  part of it, or

rights in land acquired for railroad purposes by  executing and 

filing a deed in the appropriate recording d i s t r i c t . Upon 

vacating, title reverts to the State of Alaska, if compensation 

has been paid.

ARTICLE 6. FINANCIAL PROVISIONS

Sec. 42.40.600. BONDS AND NOTES. (a) The authority, by 

resolution of the board, may issue bonds and bond anticipation 

notes to provide money to carry out its purposes.

(b) The principal and interest on the bonds or notes of 

the authority are payable from money or assets of the authority. 

Bond anticipation notes may be payable frcm the proceeds of the 

sale of bonds or from the proceeds of sale of other bond antici­

pation notes or, if bond or bond anticipation note proceeds are 

not available, the notes may be paid from o t he r  money or assets 

of the authority. Bonds or notes may be additionally secured by 

a pledge of a grant or contribution or other property frcm the 

federal government, the state or any of its othe r  political sub­

divisions, or a corporation, association, institution or person, 

or a pledge of money, income, or revenues of the authority frcm 

any source.

(c) Bonds or bond anticipation notes may be issued in 

one or more series and shall be dated, bear interest (fixed or 

variable) a t  the rate or rates per year or w i t h i n  the maximum
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rate, be in the denomination, be in the form, either coupon or 

registered, carry the conversion or registration provisions, have 

the rank of priority, be executed in the ma n n e r  and form, be 

payable from the sources in the m e di u m of payment and place or 

places inside or outside the state, be subject to authentication 

by a trustee or fiscal agent, and be subject to the terms of 

redemption with or without premium, as the resolution of the 

board may provide. Bond anticipation notes mature at the time or 

times as may be determined by the board. Bonds mature at the 

time, not exceeding 50 years from their date, as may be deter­

mined by the board. Before the pre pa r at i on  of definitive bonds 

or bond anticipation notes, the authority may issue interim 

receipts or temporary bonds or bond anticipation notes, with or 

without coupons, exchangeable for bonds or bond anticipation 

notes when these definitive bonds or bond anticipation notes have 

been executed and are available for delivery.

(d) Bonds or bond anticipation notes may be sold in the 

manner, on the terms, and at the price the board determines.

(e) If an officer whose signature or a facsimile of 

whose signature appears on bonds or notes or coupons attached to 

them ceases to be a,n officer before the delivery of the bond, 

note or coupon, his signature or facsimile is valid as if he had 

remained in office until delivery.

(f) Bond or bond anticipation note proceeds may not be 

dedicated to activities other than those the board reasonably 

determines to be specifically related to the purposes for which 

the instruments are issued.

(g) In a resolution of the board authorizing or 

relating to the issuance of bonds or bond anticipation notes, the

-31-



board has power by provisions in the resolution that will consti­

tute covenants of the authority, and contracts with the holders 

.of the bonds or bond anticipation notes;

(1) to pledge to a payment or purpose all or a

part of its revenues to which its right then exists or may

thereafter exist, and the money derived frcm the revenues, and 

the proceeds of its bonds or  notes;

(2) to covenant against pledging all or part of 

its revenues, or acainst permitting or suffering a lien on the 

revenues or its proparty;

(3) to covenant as to establishment of reserves or 

sinking funds and the provision for and the regulation and dispo­

sition of the reserves or sinking funds;

(4) to covenant w i th  respect to or against limita­

tions on a right to sell or otherwise dispose of property of any 

kind;

(5) to covenant as to bonds and notes to be

issued, and their limitations, terms and conditions, and as to

the custody, application and disposition of the proceeds of the 

bonds and notes;

(6) to covenant as to the issuance of additional

bonds or notes, or as to limitations on the issuance of addi­

tional bonds o.t notes and the incurring of other debts;

(7) to covenant as to the payment of the principal

of or interest on the bonds or notes, as to the sources and

methods of payment, as to the rank or priority of the bonds or 

notes with respect to a lien or security, or as to the accelera­

tion of the maturity of the bonds or notes;

(8) to provide for the replacement of lost, sto­

len, destroyed or mutilated bonds or not/is,;



»
(9) to covenant against extending the time for the 

payment of bonds or notes or interest on the bonds or notes;

(10) to covenant as to the redemption of bonds or 

notes and privileges of their exchange for other bonds or notes 

of the authority;

(11) to covenant to create or authorize the 

creation of special funds of money to be he l d in pledge or other­

wise for operating expenses, payment or redemption of bonds or 

notes, reserves or other purposes, and as to the use and disposi­

tion of the money held in the funds;

(12) to establish the procedure, if any, by which 

the terms of a contract or covenant w i t h or for the benefit of 

the holders of bonds or notes may be amended or abrogated, the 

amount of bonds or notes the holders of which must consent to 

amendment or abrogation, and the manner in which the consent may 

be given; ,

(13) to covenant as to the custody of its proper­

ties or investments, their safekeeping and insurance, and the use 

and disposition of insurance money;

(14) to vest in a trustee or trustees inside or 

outside the state property, rights, powers, and duties in trust 

as the authority may determine, that may include any or all of 

the rights, powers and duties of a trustee appointed by the 

holders of bonds or notes of the authority, and to limit or abro­

gate the rights of the holders of the bonds or notes of the 

authority to appoint a trustee under this chapter or limit the 

rights, powers and duties of the trustee;

(15) to pay the costs or expenses incident to the 

enforcement o f .the bonds or notes or of the provisions of the 

resolution or of a covenant or agreement of the authority with 

the holders of its bonds or notes',

-3 3-



(16) to agree w i t h  an authority trustee that may 

be a trust company or bank having the powers of a trust company 

inside or outside the state as to the pledging or assigning of 

revenues or funds which or in which the authority has any rights 

or interest; the agreement may further provide for other rights 

and remedies exercisable by the trustee as may be proper for the 

protection of the holders of bonds or notes of the authority and 

not othc rwise in violation of law and may provide for the 

restriction of the rights of an individual holder of bonds or 

notes of the authority;

(17) to appoint and provide for the duties and 

obligations of a paying agent or paying agents, or other fidu­

ciaries as the resolution may provide inside or outside the 

state;

(18) to limit the rights of the holders of bonds 

or notes of the authority to enforce a pledge or covenant 

securing the bonds or notes; and

(19) to make covenants o ther than and in addition 

to the covenants expressly authorized in this section, of like or 

different character, and to make the covenants to do or refrain 

from doing the acts and things as may be necessary, or convenient 

and desirable, in order to better secure bonds or notes or which, 

in the absolute discretion of the council will tend to make bonds 

or notes more marketable, notwithstanding that the covenants, 

acts or things may not be enumerated in this section.

Sec. 42.40.610. INDEPENDENT F INANCIAL ADVISOR. In nego­

tiating the private sale of bonds or bond anticipation notes to 

an underwriter, the board shall retain a financial advisor who is 

independent frcm the underwriter.

Sec. 42.40.615. VALIDITY OF PLEDGE. The pledge of assets or 

revenues of the authority to the payment of the principal or

-34-



1

2

3

4

5

6

7

8

9

10

11

12

1 3

1 4

1 5

1 6

1 7

1 8

1 9

2 0

21

2 2

2 3

2 4

2 5

2 6

27

interest on bonds or notes of the authority is valid and binding 

from the time the pledge is made.* and the assets or revenues are 

immediately subject to the lien of the pledge without physical 

delivery or further act* The lien of a pledge is valid and 

binding against all parties having claims of any kind in tort, 

contract, or otherwise against the authority, irrespective of 

whether those parties have notice of the lien of the pledge. 

Nothing in this section prohibits the authority from selling 

assets subject to a pledge, except Miat a sale may be restricted 

by the trust agreement or resolution providing for the issuance 

of the bonds or notes.

Sec. 42.40.620. REMEDIES. A h older of bonds or notes or of 

coupons attached to them issued under this chapter, and a trustee 

under a trust agreement or resolution authorizing the issuance of 

the bonds or notes, except as restricted by a trust agreement or 

resolution, either at law or in equity, may enforce all rights 

granted under this chapter or under the trust agreement or reso­

lution, or under any other contract executed by the authority 

under this chapter, and may enforce and compel the performance of 

all duties required by this chapter or by the trust agreement or 

resolution to be performed by the authority or by its board mem­

bers or employees.

Sec. 42.40.625. NEGOTIABLE INSTRUMENTS. Bonds and notes and 

interest coupons attached to them issued under this chapter are 

negotiable instruments under the laws of this state, subject only 

to applicable provisions for registration.

Sec. 42.40.630. BONDS AND NOTES ELIGIBLE FOR INVESTMENT. 

Bonds and notes issued under this chapter are securities in which 

all public officers and public bodies of the Btate and its polit­

ical subdivisions, all insurance companies, trust companies,
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banking associations, investment companies, executors, admin­

istrators, trustees and other fiduciaries may p ro p er l y and 

legally invest funds, including capital in their control or 

belonging to them. These bonds and notes may be deposited with a 

state or municipal officer of any agency or political subdivision

of the state for any purpose for which the deposit of bonds or
%

notes of the atate is authorized by law.

Sec. 42.40.635. REFUNDING BONDS. (a) The authority may 

provide for the issuance of refunding bonds for the purpose of 

refunding any bonds then outstanding that have b e e n  issued under 

this chapter, including the payment of any redemption premium on 

them and any interest accrued or to accrue to the date of redemp­

tion of the bonds. The issuance of the refunding bonds, the 

maturities and other details of them, the rights of the holders 

of them, and the rights, duties and obligations of the authority 

in respect of them are governed by the provisions of this chapter 

which relate to the issuance of bonds, insofar as those provi­

sions may be appropriate.

(b) Refunding bonds may be sold or exchanged for 

outstanding bonds issued under this chapter and, if sold, the 

proceeds may be applied, in addition to other authorized pur­

poses, to the purchase, redemption or payment of the outstanding 

bonds. Pending the application of the proceeds of refunding 

bonds, with any other available money, to the payment of the 

principal, accrued interest and any redemption p r e mi u m  on the 

bonds being refunded, and, if so provided or permitted in the 

resolution authorizing the issuance of the refundivig bonds or in 

the trust agreement securing them, to the payment of any interest 

on the refunding bonds and any expenses in connection with the 

refunding, the proceeds may be invested in direct obligations of,

• •
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L i n e s  2 5 - 2 8

L i n e s  2 4 - 3 0

T h i s  s e c t i o n  c r e a t e s  a f i n a n c i a l  r e v o l v i n g  f u nd. A l l  

R e v e n u e s  go i n t o  t h e  fund; a l l  e x p e n s e s  a re t a k e n  f r o m  t h e  

fund. T h e  s u r p l u s  in t h e  f u n d  c a n  be o b l i g a t e d  to c a p i t a l  

i m p r o v e m e n t s ,  m a j o r  m a i n t e n a n c e  p r o g r a m s ,  a n d  o t h e r  

f i n a n c i a l  n e e d s .

4 2 . 4 0 . 6 5 5  -  T h e  B o a r d  o f  D i r e c t o r s  " m a y "  i n s t e a d  o f  " s h a l l  

m a i n t a i n  in f u l l  f o r c e  a n d  e f f e c t  p u b l i c  l i a b i l i t y  

i n s u r a n c e . "  T h e  r e a s o n  for t h i s  c h a n g e  is t h a t  t he 

a u t h o r i t y  m a y  f i n d  t h a t  t h e  a u t h o r i t y  m a y  not be a b l e  to 

o b t a i n  i n s u r a n c e  at e i t h e r  a n y  c o s t  or a r e a s o n a b l e  cos t  a n d  

t hat t h e r e f o r e  it is m o r e  e f f i c i e n t  to be its o w n  i n s u r e r  

a n d  d e f e n d  i ts o w n  t o r t  l a w s u i t s .  It is a b u s i n e s s  

d e c i s i o n ,  n ot a p o l i t i c a l  o ne, a n d  so s h o u l d  r e m a i n  w i t h  t h e  

R a i l r o a d .  If  t h e  A R R  m a i n t a i n s  p u b l i c  l i a b l i l i t y  i n s u r a n c e ,  

a n y  a d d i t i o n a l  c o v e r a g e  r e q u i r e d  b y  t h e  S t a t e  n a m i n g  the 

S t a t e  as an a d d i t i o n a l  i n s u r e d  s h o u l d  be f u n d e d  by  t he 

State.



or obligations the principal of and the interest on which are 

unconditionally guaranteed by, the United States of America, the 

State of Alaska or othe r  entities with comparably rated credit 

that mature or that w i l l  be subject to redemption, at the option 

of the holders of them, not later than the respective dates when 

the proceeds, together with the interest accruing on them, will 

be required for the purposes intended. \

Sec. 42.40.640. CREDIT OF STATE N OT PLEDGED; REQUIRED 

DISCLAIMER. Bon-' » and notes issued under this chapter do not 

constitute a debt, liability, or obligation of the state or a 

pledge of the faith and credit of the state or of a political 

subdivision other than the authority but are payable solely frcm 

the revenues or assets of the authority. Each bond and note
I

issued under this chapter shall contain on its face a statement 

that the authority is not obligated to pay it nor the interest on 

it except from the revenues or assets pledged for it and that 

neither the faith and credit nor the taxing power of the state or 

of a political subdivision other than the authority is pledged to 

the payment of the principal of or the interest on the bond or 

note.

Sec. 42.40.645. NO PERSONAL LIABILITY. No board member or 

employee of the authority is subject to personal liability or 

accountability because of his execution of bonds or notes or 

their issuance.

Sec. 42.40.650. REVENUES. Revenues generated by the Alaska 

Railroad Authority do not become part of the general fund of the 

state- but shall be retained and managed by the authority for pur­

poses authorized b y  this chapter.
m a y

Sec. 42.40.655. INSURANCE. The authority <rhall maintain in 

full force and effect public liability insurance in an amount



L i n e s  2 1 - 2 5

Page 38
T h e  p h r a s e s  " e x p a n s i o n ,  r e d u c t i o n  or divers.' ‘i c a t i o n  of 

s e r v i c e s "  a nd " s i g n i f i c a n t  a n d  p e r m a n e n t  c h a n g e  in the l e v e l  

a n d  n a t u r e  of s e r v i c e s "  n e e d  to b e  c l a r i f i e d .  T h e  a b o v e  two 

p h r a s e s  a r e  far t oo b r o a d  a nd c a n  b e  i n t e r p r e t t e d  to a p p l y  

to e x p a n s i o n s ,  r e d u c t i o n s  or d i v e r s i f i c a t i o n s  o f  s e r v i c e  d u e  

to n o r m a l  b u s i n e s s  c h a n g e s .
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reasonably calculated to cover potential claims for bodily

injury, death or disability, and property damage that may arise

from or be related to its operations and activities, naming the

state as an additional insured. A n y  c o s t  i n c u r r e d  f o r  n a m i n g  t h e  S t a t e  a s  

a n  a d d i t i o n a l  i n s u r e d  s h a l l  h e  f u n d e d  b y  t h e  S t a t e  o f  A l a s k a .

Sec. 42.40.660. SAFEGUARDING OF FUNDS. The authority shall 

maximize revenues from deposit all funds in depositories

acceptable to the governor and otherwise safeguard the funds

1
under instructions as the governor may from time to time issue.

Sec. 42.40.665. FIDELITY BOND. The authority shall obtain a 

fidelity bond in an amount determined adequate by the board for 

its members and any official responsible for accounts and finan­

ces to be in full force and effect for the duration of his tenure 

in office.

Sec. 42.40.670. REVERSION OF ASSETS. In the event the 

authority ceases to exist, for whatever reason, its assets 

revert to the state.

ARTICLE 7 - STATE OVERSIGHT

Sec. 42.40.700. STATE REVIEW. (a) Prior to un ertaking:

(1) expansion, reduction or diversification of 

services provided by the railroad upon date of transfer to the

authority or as subsequently provided under this chapter that
p l a n n e d

would represent a significant and permanent/change in the level 

and nature of services provided;

(2) extension of main or branch lines by more than 

25 miles or five percent of the railroad's total track mileage, 

whichever is greater; or

- 3 8 -



Page 39
L i n e s  1 3 - 3 0 4 2 . 4 0 . 7 0 0  - S u b s e c t i o n  (c) a n d  (d) s h o u l d  be s t r i c k e n  as 

u n n e c e s s a r y .  T h e  r e v i e w  o f  a n y  p r o p o s e d  a c t i o n  of  the 

R a i l r o a d  a r e  u n n e c e s s a r y  b e c a u s e  t h e  l e g i s l a t u r e  a n d / o r  the 

G o v e r n o r  can, t h r o u g h  r e s o l u t i o n  or l e g i s l a t i v e  act or 

G o v e r n o r ' s  e d i c t  s u g g e s t  c h a n g e s  or s t o p  a n y  a c t i o n  of  the 

R a i l r o a d .

T h e  p o w e r  of t he g o v e r n o r  to i n t e r v e n e  w o u l d  m a k e  the 

a u t h o r i t y  a p a r t  o f  the e x e c u t i v e  b r a n c h  g o v e r n m e n t .  F o r

t h e  b e n e f i t  o f  the c i t i z e n s  of  the S t a t e  of A l a s k a ,  the 

a u t h o r i t y  s h o u l d  be o p e r a t e d  as a b u s i n e s s  in c o m p e t i t i o n  

w i t h  t he r est of  the t r a n s p o r t a t i o n  i n d u s t r y ,  w h i c h  is in 

t he p r i v a t e  s e c t o r  of  t he e c o n o m y .  T h e  p o w e r  of the 

g o v e r n o r  to i n t e r v e n e  w o u l d  a l l o w  t he g o v e r n o r  the 

o p p o r t u n i t y  to a w a r d  h i s  p o l i t i c a l  f r i e n d s  a n d  p u n i s h  h i s  

p o l i t i c a l  e n e m i e s .

S i m i l a r l y ,  t h e  p o w e r  of t he l e g i s l a t u r e  to i n t e r v e n e  w i t h  

r e s p e c t  to a n y  " e x p a n s i o n ,  r e d u c t i o n  or d i v e r s i f i c a t i o n  of 

s e r v i c e s " ( a n  o v e r  b r o a d  p h r a s e ) ,  w o u l d  a l l o w  i n t e r v e n t i o n  on 

the b a s i s  of p o l i t i c a l  r e a s o n s  w h e n  o n l y  b u s i n e s s  

c o n s i d e r a t i o n s  s h o u l d  be u s ed.
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1 (3) the issuance of securities, notes, bonds or 

contracting for other borrowings with a terra in excess of one 

year and in an amount exceeding $5 mil li o n ($5,000,000);

the board shall notify the governor and leadership of the

legislature of any such proposal f a n d  w h e n  n e c e s s a r y  m a y  r e q u e s t  p r o p e r  

f u n d i n g  o r  a i d  i n  f u n d i n g .

(b) The notice shall be in writing and describe the

proposed undertaking in detail, specifying its financial impact 

on the authority; its impact on the level and nature of services 

provided by the authority; why the project is necessary or 

desirable to achieve the purposes of this chapter; and whether 

and when the undertaking will itself be self-sustaining finan­

cially.

-fe-) Within 60 dayt -reoe-ip-fc- -fche — not-io o1— the -gov o j

his sole discretion, may either (i) disapprove then

posed

direct tha' 

reviewed it 

which case the auth 

disapproving the p 

and binding on the 

proceed under A.S. 42.40.710. 

posed undertaking, he shall 

board and the lead 

recommendation tha 

or disapproved 

have

spend the proposed undertaking

implemented until 

ection (i herein

ay proceed, 

undertaking

unles

rcxnptl

the legisla

proposed undertaki

lature,

appro) authority's proposed undertaking

e has 

approve it, in 

ion by the governor 

will be dispositive 

the authority is directed to 

the governor suspends the pro- 

transmit his decision to the 

re in the form o i  a

either approved 

is considered to 

i  fails to

act under this subsection within the prescribed time.

(d) Once in session, within 90 days of receipt of 

-go v e rnor— s— reoomiueoda-tion— the— le g i s la ture — may-,— by- la w ,— regect— the'
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Page 40
L i n e  5

L i n e 11

L i n e s 1 3 - 1 4

L i n e 15

L i n e 18 o n

S u b s e c t i o n  (e) s h o u l d  be  r e a l p h a b e t i z e d  to (c). T h e  w o r d s  

" n o t w i t h s t a n d i n g  the f o r e g o i n g "  s h o u l d  be  s t r i c k e n .

" ( c ) "  s h o u l d  be s u b s t i t u t e d  for " ( e ) " .

T h e s e  t wo l i n e s  s h o u l d  be d e l e t e d .

" ( 2 ) "  s h o u l d  b e  d e l e t e d .

4 2 . 4 0 . 7 1 0  s h o u l d  be  s t r i c k e n .  A l l  t h e  R a i l r o a d  w o u l d  n e e d  

w o u l d  be  a r e s o l u t i o n  p a s s e d  b y  e i t h e r  h o u s e  o f  the 

L e g i s l a t u r e  or  a G o v e r n o r ' s  e d i c t .  T h e  a c t i o n  f o r c i n g  

m e c h a n i s m  w o u l d  m a k e  t h e  a u t h o r i t y  m o r e  a p a r t  of  the

g o v e r n m e n t  t h a n  a b u s i n e s s  e n t e r p r i s e  a n d  s u b j e c t  the

a u t h o r i t y  to r a i l r o a d  d e c i s i o n s  m a d e  on  a p o l i t i c a l  b a s i s  

r a t h e r  t h a n  a b u s i n e s s  b a s i s .  T h e  r e s t  of  the 

t r a n s p o r t a t i o n  is in t h e  p r i v a t e  s e c t o r  of  the e c o n o m y  so 

t h e  g o v e r n m e n t  w o u l d  be c o m p e t i n g  w i t h  p r i v a t e  

t r a n s p o r t a t i o n  c o m p a n i e s  o n  p o l i t i c a l  g r o u n d s  b u t  w i t h  the 

r e s o u r c e s  b e h i n d  the s t a t e  g o v e r n m e n t .  T h e  a c t i o n  f o r c i n g  

m e c h a n i s m  c o u l d  a l l o w  t he S t a t e  to f o r c e  the a u t h o r i t y  to 

c h a r g e  u n r e a s o n a b l y  l o w  l a n d  r e n t s  or l o w  t a r i f f s  in d i r e c t  

c o m p e t i t i o n  w i t h  p r i v a t e  l a n d  o w n e r s  a n d  p r i v a t e  

t r a n s p o r t a t i o n  c o m p a n i e s .  P o l i t i c s  s h o u l d  be s e p a r a t e d  f r o m  

t h e  d a y  to d a y  o p e r a t i o n s  o f  t he r a i l r o a d  a u t h o r i t y .  T h e  

o p e r a t i o n s  of the r a i l r o a d  s h o u l d  be  r u n  by  b u s i n e s s  

c o n s i d e r a t  i o n s .



-p r og o c ed und e r t a k i n g . The— leg -ielat-ion— is b i nd i n g - a n— th e-

authority. The 

the proposed

- p r  e s c  r i b e d t  ira e ,

Lture is considei

if it fai.ls

concurred in 

legislation within

-The- concu rrence— also— i s -hi n d i  ng

C c .) v4-e-) No twith stand in g . tho— fo r e g o i ng , a proposed extension

of main or branch lines by more than 50 percent of the railroad's 

total track mileage and requiring the issuance of securities, 

notes, bonds or contracting for other borrow i ng s  on an amount in 

excess of $50 million ($50,000,000) m u s t  be specifically 

authorized by law.
f c )

C d )  firK Any undertaking described in subsection (a) or (V). 

herein is considered approved for purposes of this section i f ^  

-f4-)- authority— has— b e a n  directed— to act pur-

id uant to—ftrfr»— 42i40.710"J 5r

-f2j  the legislature by law has specifically 

approved the undertaking by authorizing, tvppropriating funding 

for or guaranteeing authority borrowing for it.

 Sac-. - -42-.40 ..7-1Q-. ACT I-QN—JFOR-CI-NG—MEGH AN-I -SM-.------(-a-)---- The— go ve-r-floi

or't^je legislature, by resolution, may request that the aut^xfrity 

exerciBexits powers and authorities or refrain frcm doi'rfg so. 

Notice of a request shall be given to the legislajttire by the 

governor and to tnfe^jgovernor by the legislature,

(b) To the grh<\test extent practicable within 30 days 

of receipt of a request the bo^rd^xrhall respond to both the 

governor and the leadership pf ^ th e \^ egislature in writing 

specifying:

(1) >tfie manner in which it proposes to take the 

requested actidn or any modification thereof requfe^ted by the 

authority-? or

(2) the specific reasons, financial, legal oj 

ô t h e rwise-,— why— the -board— deo-l-i-n es— to— take— the— re quo c ted— action-.
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L i n e s  9 - 3 0  

a n d  f o l l o w i n g  

p a g e ,  l i n e s  

1 - 1 1

4 2 . 4 7 . 7 1 5  s h o u l d  be s t r i c k e n  u n d e r  t he s a m e  a b o v e  r e a s o n i n g .  

T h e  o p e r a t i o n s  of  t he r a i l r o a d  a u t h o r i t y  s h o u l d  be g o v e r n e d  

b y  b u s i n e s s  c o n s i d e r a t i o n s  r a t h e r  t h a n  p o l i t i c a l  o n e s  so 

that it c a n  c o m p e t e  f a i r l y  w i t h  p r i v a t e  e n t e r p r i s e .  O n  the 

o t h e r  h a n d ,  th e  e x p a n s i o n  o f  t h e  r a i l r o a d  r e q u i r i n g  s t a t e  

f u n d s  is a p o l i t i c a l  d e c i s i o n .  M o r e o v e r ,  s e c t i o n  4 2 . 4 0 . 7 2 0  

s e r v e s  m a n y  of  t he s a m e  p u r p o s e s  as 4 2 . 4 7 . 7 1 5 .



(c) A t  the request of the g ov e rn o r or on its own ini­

tiative, the legislature by law may then direct the authority to 

takeNthe requested action or the legislature may act to cute the 

problem^ precluding the authority from taking it. In t h ^  event 

the authority is unable to take the ac t io n  for financial reasons, 

it is obligated to do so, even if directed, only upon provision 

by the legislature of sufficient funds to plan ai^a implement the 

action.

Sec. 4 2 . 4 0 . 7 1 V  INTERVENTION. (a) Whenf authorized by law, 

the governor as provided in the legislatiorz may intervene and 

exercise such control\over the authority/as is necessary and 

appropriate to correct \ny deficiency o r  to assure that the 

purposes of this chapter may be reasonably accomplished, 

including directing affirmative action when:

(1) The board requested such intervention by

resolution;

(2) The authc/rity li'es represented to the public or 

to creditors that recourse: may be haoJ to the assets, property or 

credit of the state on Recou n t of acts\or omissions of the 

authority, unless the/secondary or directs, liability has been

expressly assumed

(3 y  The authority has failed to file an annual

report as required by A.S. 42.40.410 w i t h i n  120^days after

receipt of formal notice of the omission;

(4) A deadlock has occurred in the &oard, or the 

memberslyfp of the board is insufficient to c o n s t i t u t e ^  quorum 

for conduct of affairs so that the au thority is unable 'to conduct 

its/Operations or perform its activities; or

(5) The assets of the authority have been or\are

'committed to be misapplied or wasted or illegally expended; or

-41-



the 'authority-hag committed or io about-to c onunxt— a-xnatcrial

t h e r eto h a v e-be e n -accomplished

e actions necessarv^fco achieve 

ted in the ltjgd'slation and make 

s h a l A ^ c c a n p l i s h  the purposes 

ly as reasonable; board members 

norv< h e  conduct of their 

y to a c c a n ^ s h  the purposes of 

ion shall cease a^ssoon as the

the object of the^iQterve 

corrections ancillary tnh 

of the intervention as ex 

and employees may not be 

duties impaired, mope'than 

the intervexjfrlon and the 

objectdive stated in the 1

Sec. 42.40.720. TRUSTEESHIP. (a) W h e n  authorized by law, 

the governor may 'petition the Superior Court of the State of 

Alaska for the Third Judicial District at Anchorage to impose a 

trusteeship over the authority and appoint the trustees therefor 

under any of the following circumstances:

(1) The board has requested the same by

resolution;

(2) The authority has become insolvent or other­

wise unable to carry out its contractual obligations to creditors 

and other persons;

(3) The authority has filed an annual report that 

is false or deceptively misleading on a material matter;

(4) The authority has become incompetent or 

ineligible to carry out the public purposes for which it was 

created;

(5) The authority has misused, abused, or con­

tinuously exceeded the power or authority conferred by this 

chapter or committed repeated violations of this chapter; or
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(6) The assets of the authority have been or are

committed to be misapplied or wasted, o r  illegally expended, or a 

material violation of this chapter h a s . b e e n  committed or is about 

to be committed and— the gove rnor h a s- d a t erm i-n -ed --tha t inta-rv-ent ion 

.as-prov-ided— in A. S-.— 4 2 .4Q...715 w o u ld - not — be— fe a s ible . undeg~ th e i 

-circums t a nces ,•— or.

(7) The credit-worthiness of the State of Alaska 

has been directly or indirectly substantially impaired by actions 

of the authority.

(b) The trustees appointed oy the superior court shall 

take reasonable actions necessary during the trusteeship to 

achieve its object. The trustees have the power and authority to 

reorganize the authority and amend its rules and regulations? 

suspend or remove board members and executive officials; manage 

the assets and affairs of the authority? and exercise all powers 

necessary or appropriate to fulfill outstanding agreements, to 

restore the capability of the authority to perform the functions 

and activities for which it was created, to reinstate its credit 

or credibility with its creditors or obligees or the credit of 

the state or its credibility wi t h its creditors or obligees to 

the extent impaired by authority actions.

ARTICLE 9. PERSONNEL AND GENERAL 

PROVISIONS

Sec. 42.40.800. PERSONNEL. (a) All personnel employed by 

the Alaska Railroad are personnel of the Alaska Railroad 

Authority, and not of the State of Alaska. A.S. 39.05 - .51, 

inclusive, do not apply to personnel of the authority.

-43-



(b) For the purposes of the Public Employment Relations 

Act, A.S. 23.40.020 - .260, the authority is considered a "public 

employer" within the meaning of that act, except that A.S. 

23.40.070(3) does not apply to the authority, and the authority's 

employees are classified as employees under A.S. 23.40.200(a)(1).

(c) As soon as practicable after transfer, the 

authority and its employees shall adopt collective bargaining 

agreements that continue the provisions of the agreements in 

effect at the Alaska Railroad immediately prior to transfer. The 

agreements between the authority and its employees shall remain 

in effect until they expire by their terms or, as required under 

the federal transfer legislation, they are renegotiated, subject 

to the approval of the board.

(d) The authority may not enter into any collective 

bargaining agreement concerning wages,’ hours, working conditions 

or other employment terms, conditions and benefits with any orga­

nization representing the authority's executive officials.

Sec. 42.40.810. POLITICAL ACTIVITIES. (a) No funds, 

assets, or property of the authority may be used for partisan 

political activity or to further the election or defeat of 

candidates; nor shall funds or a substantial part of the activi­

ties of the authority be used for publicity or educational pur­

poses designed to support or defeat legislation pending before 

the Congress of the United States, or the legislature of the 

state, provided, however, that board members and employees of the 

authority may communicate with and appear before committees of 

the congress or the legislature as well as local legislative 

bodies in connection with funding and other matters directly 

affecting the authority or its ability to carry out the purposes 

for which it is created and respond to requests by members of



t h r u  1 7  T h e  R a i l r o a d  r e q u e s t s  t h a t  t h e  w o r d  " m u n i c i p a l i t y "  be

d e l e t e d  f r o m  a n y  l i c e n s e  o r  p e r m i t  p r o v i s i o n  in t h i s  

s t a t u t e .  T h e  R a i l r o a d  p r e s e n t l y  n e g o t i a t e s  w i t h  a  

n u m b e r  o f  m u n i c i p a l i t i e s  r e g a r d i n g  c r o s s i n g s ,  t r a f f i c  

s i g n a l s ,  etc. I f  t h e  m u n i c i p a l i t i e s  w e r e  g r a n t e d  

a u t h o r i t y  t o  r e g u l a t e  t h e  R a i l r o a d ' s  p a s s a g e  t h r o u g h  

t h e i r  b o u n d a r i e s ,  t h e  R a i l r o a d ' s  t r a n s p o r t a t i o n  o f  

g o o d s  a n d  s e r v i c e s  w o u l d  b e  so e r r a t i c  a s  t o  be  

t o t a l l y  n o n - o p e r a b l e .
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congress, the legislature or local legislative bodies for infor­

mation, views and testimony.

(b) A board member or employee who violates the provi­

sions of this section is subject to personal liability in the

form of a civil penalty assessed by a  judge of the superior court 

in an amount not to exceed Five Thousand Dollars ($5,000). An 

action to enforce this penalty may be brought by any person. A

violation of this chapter does not constitute a crime and

assessment of the civil penalty by a judge does not give rise to

any disability or legal disadvantage based on conviction of a

criminal offense.

Sec. 42.40.820. LICENSES AND PERMITS. Whenever the laws of 

a iniiiM»fcplTn‘iit!jr the state, or the United States require a license 

or permit to undertake certain activities or perform an act, the 

authority, prior to undertaking the activity or performing the 

act, shall comply therewith to the same extent as the state,, 

except as otherwise provided in this chapter.

Sec. 42.40.830. UNAUTHORIZED REPRESENTATION. All persons 

who assume to act for the authority without authority to do so 

are jointly and severally liable for the debts and liabilities 

incurred or arising as a result thereof.

Sec. 42.40.840. CLAIMS AGAINST THE AUTHORITY. (a) All 

claims and lawsuits involving activities of the railroad, 

including without limitation suits in contract, quasi-contract, 

or tort, shall be brought against the authority, and not against 

the State of Alaska.

(b) For the purposes of actionable claims, under­

takings, payments of judgments, execution, interest, punitive 

damages, statutes of limitations, bonds, costs, and similar mat­

ters related to the presentation and prosecution of claims by  and

#
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against the authority, the authority and its board members and 

employees enjoy the same rights, privileges, and immunities as 

the state and state officers, as provided in A.S. 09.10.120, 

09.50.250 - .290, 09.65.040 and other similar or related 

statutes.

(c) Claims against the authority are not subject to the 

provisions of A.S. 44.77.010 - .070 regarding claims against the 

state.

(d) The authority is not subject to the provisions of 

A.S. 44.80.010, regarding the state as a party to action.

Sec. 42.40,855. EXEMPTION FROM TAXATION. (a) The real and 

personal property of the authority and its assets, income and 

receipts are declared to be the property of a political sub­

division of the state and devoted to an essential public and 

governmental function and purpose, and the property, assets, 

income, and receipts are exempt from all taxes and special 

assessments of the state or a political subdivision of the state, 

including, without limitation, all boroughs, cities, municipali­

ties, school districts, public utility districts and other taxing 

units. All bonds of the authority are declared to be issued by a 

political subdivision of the state and for an essential public 

and governmental purpose and to be a public instrumentality and 

the bonds, and the interest on them, the income from them and the 

transfer of the bonds, and all assets, income and receipts 

pledged to pay or secure the payment of the bonds, or interest on 

them, are at all times exempt frcm taxation by or under the 

authority of the state, except for inheritance and estate taxes 

and taxes on transfers by or in contemplation of death.

(b) N oth ing  in  t h i s  s e c t i o n  a f f e c t s  o r  l i m i t s  an exemp­

t i o n  from l i c e n s e  f e e s ,  p r o p e r ty  tax eB , o r  e x c i s e ,  income o r
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other taxes, provided under any other law, nor does it create a 

tax exemption with respect to the interest of any business 

enterprise or other person, other than the authority.

(c) For purposes of A.S. 14.17 relating to the com­

putation of the required local effort b y  a district as defined in 

A.S. 14.17.250(3), all property exempted from taxation by this 

chapter are considered taxable real and personal property.

Sec. 42.40.870. PAYMENTS IN LIEU OF LOCAL REAL PROPERTY 

TAXATION AND IMPACT AID. (a) T o the extent feasible, without 

impairing the authority's financial viability and consistent with 

sound business principles, including but not limited to the 

operation of the railroad on a self-sustaining basis, the need 

for capital accumulation and consistency with regulation by the 

Interstate Commerce Commission, the authority may:

(1) make partial payments to political sub­

divisions served by the railroad or in which the authority has 

substantial land holdings in lieu of local taxation of authority 

real property; and

(2) provide financial assistance to political sub­

divisions and other local districts in the development of public 

education and other facilities required to be developed as a 

result of expanded authority activities in the area.

(b) The board shall adopt regulations prescribing the 

conditions under and the extent to which it will undertake to 

provide payments or assistance, including, but not limited to the 

conditions cited in subsection (a): the relative magnitude of

the taxation effort deficit or impact caused by authority activi­

ties in an area; the relative need among communities affected by 

authority activities; and the present or anticipated benefits to 

the communities attributable to authority activities.

- 4 7 -



A R T I C L E  9. M I S C E L L A N E O U S  P R O V I S I O N S

Sec. 42.40.900. DEFINITIONS. In this chapter, unless the 

context clearly indicates otherwise,

(1) "authority" means the Alaska Railroad

Authority;

(2) "board" means the board of the Alaska Railroad

Authority;

(3) "date of transfer" means the date on which the 

United States Secretary of Transportation delivers the deed of 

conveyance for the properties of Alaska Railroad under the 

federal transfer legislation;

(4) "employees" means all persons employed by the 

authority, including executive officials;

(5) "executive officials" means the authority's 

chief executive officer; assistant chief executive officer; 

assistant to the chief executive officer; chief of admini­

stration; superintendent of transportation; manager, marketing 

and sales; chief engineer; chief mechanical officer; manager, 

industrial development and real estate; manager, budget and 

accounting; manager, planning; manager, personnel; manager, 

supply and procurement; chief of security; manager, operating 

rules; and manager, data processing; or any employee of the 

authority who fulfills these management functions under a dif­

ferent title, or who exercises a similar or comparable level of 

responsibility if so designated by the board.

(6) "federal transfer legislation" means that act 

of Congress authorizing transfer of the A laska Railroad to the 

State of Alaska or the authority.

(7) "immediate family" means:

-4 8 -
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(a) spouse;

(b) dependent parent, parent-in-law, child, 

son-in-law or daughter-in-law; or

(c) any parent, parent-in-law, child, son-in- 

law, daughter-in-law, sibling, uncle, aunt, cousin, niece or 

nephew residing in the household of the authority officer or 

employee;

(8) "land" means all interests in real property, 

including tide and submerged lands;

(9) ' adership of the legislature", for purposes 

of notice and filings required by this chapter, means the pres­

ident of the senate, the speaker of the house, the chairmen and 

ranking minority members of the senate and house transportation 

committees, the chairman of the legislative budget and audit com­

mittee or jurisdictional successors thereto or persons or offices 

they may designate;

(10) "rail properties" means all right, title and 

interest of the United States to real and personal property, 

tangible and intangible, identified in the closing report pre­

pared under the federal transfer legislation and transferred to 

the authority under the legislation;

(11) "regulation" has the same meaning as that 

term is defined in A.S. 44.62.640.

(12) "rules" means rules, standards, or written 

procedures relating to the governance and internal management and

Sec. 42.40.910. SEVERABILITY. In the event a court of com­

petent jurisdiction adjudges any clause, sentence or paragraph or

I
section of this chapter to be invalid or unconstitutional, the 

judgment or decree does not affect, invalidate or impair the 

remainder thereof and the effect of the judgment or decree is

I

- 4 9 -



i

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

30

confined to the clause, sentence, paragraph, section or part of 

this chapter so adjudged to be invalid or unconstitutional.

Sec. 42.40.920. CONSTRUCTION. This chapter shall deliber­

ately be construed so as to effectuate its purposes.

Sec. 42.40.930. DATE OF EFFECTIVENESS. The provisions of 

this act take effect upon enactment of the federal transfer 

legislation.

ARTICLE 10. APPLICATION OF O T H E R  LAWS

Sec. 42.40.1010. CONFLICTING LAWS INAPPLICABLE. Insofar .as 

the provisions of this act are in conflict w i t h  the provisions of 

other law, or parts thereof, the provisions of this act shall 

p r e v a i l .

Sec. 42.40.1020. REPEAL, AMENDMENT AND APPLICATION OF

EXISTING STATUTES.

(1) A.S. Title 19 does not apply to the operations

of the authority.

(2) The authority is considered a "political 

subdivision" of the state for the purposes of A.S. 23.10.055.

(3) A.S. 2.'. 10.420 does not apply to the opera­

tions of the authority.

(4) A.S. 30.15 does not apply to the operations of

the authority.

(5) Authority activities are not considered 

"public works" or "public projects" for the purposes of the 

following provisions under A.S. Title 35:

(a) A.S. 35.05.010;

(b) A.S. 35.10.010;

(c) A.S. 35.10.015;

-5 0-
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(d', > V cn • 35.10.030;

(e) A.S. 35.10.040;

(f) A.S. 35.10.050; *

(g) A.S. 35.10.090 - .120;

(h) A.S. 35.10.130 - .135;

(i) A.S. 35.10.160 - .200;

(j) A.S. 35.15;

(k) A.S. 35.27; and

(1) A.S. 35.30.10.

(6) The following chapters of A.S. Title 36 

do not apply to the operations of the authority:

(a) A.S. 36.05;

(b) A.S. 36.10;

(c) A.S. 36.15;

(d) A.S. 36.20; and

(e ) A. S . 36.25 •

(7) The following provisions of A.S. Title 37 

do not apply to the operations and budgeting procedures of the 

aut h o r i t y :

(a) A.S. 37.05;

(b) A.S. 37.07;

(c) A.S. 37.10.010 - .060;

(d) A.S. 37.10.085;

(e) A.S. 37.20; and

(f) A.S. 37.25.

(8) The authority is not subject to the jurisdic­

tion of the Alaska Transportation Commission.

(9) A.S. 39.50.200(b) is amended by adding a new

paragraph as follows: "(45) Alaska Railroad Authority"."

n



(10) No s u b s equently enacted statute shall be 

interpreted or construed to apply to the authority, the railroad 

or any of the authority's activities unless it specif ic nil j- so 

provides by its terms.



PLEASE NOTE: THE PRECEDING PAGES HERE TREATED 
AS A UNIT IN THE ORIGINAL DOCUMENT.



£ •  TAlRBANKi/
ISPW rv HP. 4T0.V
!^y^2C>ADQ tX £*« «•!

p. flvss£X
6<-urF

„ — i j f  ,l>̂ 5srAX * r »

f M AN LC Y
lh '( t< 2 *4

m cKini.e y Pam

Wond*. 
\L ok*

w mnT t.tujoH
-Summit 
r. 5ia »



^■Summit 
m.r s ia .s

Ji HURRICANI \MjPiOI 4 I

VtrioJV
S  uJt

m

SonVm?

kAoNTaTiik.
[ MA to*. S

li/ttMwrrMA
. "M. .  1)11

iloruska

AAvxtJli»A*

Pm m e ST̂

AT ^USKA
*■ P. 'SO- 7 /  ,

PlTWAM̂ /— '

Ekiutna

m m m
% r W * ' A A l |

r KlCHARDSOl 
^ in o S T**iNCHORAl

UtKM»«INrKf K>*.0,\
PoTUrKTtOO. »

lAMPBtLL
t » » l

y

•Jw D IA ] GiRDndoe



NQTCRAl
lUOAiHs'l1'
UCHAbAIM1

M.r io « .0 .

> > ; v ^

c a r
»&tAtNE 
. M.r. i . t

.CAMPBEIUL ^ i i in )

Ra in bow , ,
iasrvtLI?*’*'
NDIAN̂ ^C

tP0RTAGEPHL>v
m.i. m. y

\  SpiHCii/rJi 
<T wirsvo^OKr

>NNtL' *t SI. <

iD Y iiir ,

JTMM30W Hta o

i LAW IN & yUr k  g
P»aO< I«ia

PRIMROiE .M.P. !#.*>

,{? W oooeow

Seward
. M. f O 0
' , m Y/ . yi 1

iforffKgsm iisy^Trsrarsasfl:!»•* > I

* /

T H E

Alaska Railroad
"Mc Kin ley  Park Route"

I INCH • 14 M IL13



A p r i l  7 ,  1 9 8 2

Senator Jalma Kerttula 
President/ Alaska State Senate 
Juneau, Alaska

Dear Senator Kerttula;

I  u n d e r s ta n d  t h e  S e n a te  T r a n s p o r t a t i o n  C om m ittee  
w i l l  s o on  m ark up s u b s t i t u t e  SB 2 1 2 , c r e a t i n g  am 
A la s k a  R a i l r o a d  a u t h o r i t y ,  and t h a t  th e  f u l l  S e n a te  
w i l l  c o n s id e r  th e  b i l l  s h o r t l y .  The A la s k a  H y d ro -  
T r a i n  s t r o n g ly  s u p p o r t s  y o u r  e f f o r t s  and u rg e s  you  
t o  t a k e  a l l  p o s s i b l e  m ea su re s  t o  a s s u r e  t h a t  th e  
A la s k a  R a i l r o a d  i s  a b le  t o  o p e r a t e  e f f i c i e n t l y  i n  
t h e  p r i v a t e  s e c t o r  e n v iro n m e n t  i n  w h ich  i t  m ust 
o p e r a t e .  O p e ra t in g  a s  much a s  p o s s i b le  l i k e  a 
p r i v a t e  b u s in e s s ,  th e  R a i l r o a d  w i l l  be b e t t e r  
a b le  t o  p r o v id e  e f f i c i e n t ,  lo w - c o s t  t r a n s p o r t a t i o n  
t o  t h e  b e n e f i t  o f  t h e  S t a t e  o f  A la s k a .
Respectfully,

Thomas E. Garside 
Vice President 
Common Canrier Services

TEG;mkh

N0RTHW E8T AND ALASKA CtVlBJON

CrowWiy Maritime P ie r*  
Port O ft le *  Box 2287 
Saattta, W ash ing ton  M l  11 
(209) 563-8100 
T r t «  02*1229

C<n# Marita l P lu s  201 Danner A venue
San F ranc isco , C a lH om la  94109 Sort* 200
(419) 649-2000 
Trt«W-y37

Anchorr J*, AUaka 99502 
(907) T <9-8991 
Te lex 26-403

Port O ffice  Bo* 17171 
Portland , O ragon 97217 
($03) 293*1244 
Ta lax 36-093$



100 WEST HARRISON STREET. SUITE 522, SEATTLE. WASHINGTON 98119 - PHONE: (206)

S E A - L A N D
S E R V I C E ,  I N C .

A pril 10, 1981

Mr. Greg O'Clarey 
National President 
Alaska Region Vice President 
Inland Boatmen's Union 
124 Front Street 
Juneau, Alaska 99801

Dear Greg:

Enclosed are some suggested changes which we feel should be made in House 
B il l  No. 12, Senate B il l No. 212, Senate B il l  No. 213, and Senate B il l 
No. 221. No change is  recommended in Senate B il l  No. 156. Copies of a l l  
b i l l s  are attached.

Our people are going over House Joint Resolution No. 20 and Senate Joint 
Resolution No. 18, as well as the new House B il l  No. 312, to see i f  we 
can recommend any changes in them.

Since a l l  of the above b i l l s  are ' in i t i a l  s ta r te rs ', i t  would be a good 
idea to clean up the language now as, I suppose, no one knows which one 
w il l  be embellished at a la te r date. The language we have recommended is  
language that we hope w il l  make the Railroad a v iab le  un it of the State 
Government and w il l  be able to pay fo r it s  operations fro" its  revenues.

Best regards to you and 'M ickey'.

Sincerely

SEA-LAND SERVICE, INC.

H. L. Schuyler 
T irector l . ib l ic  A ffa irs  
Alaska D iv is ion

HLS:kt
Enclosures



STATE OF ALASKA

ALASKA RAILROAD LEGISLATION 

House B il l  No. 12

Page 3 —  At l in e  7 , amend Subsection 12 to read as fo llow s :

"(12) Estab lish , le vy , and co llec t f u l ly  compensatory rates and other charges 

fo r the use of it s  ra ilro ad  f a c i l i t ie s .  The Authority is  s p e c if ic a lly  pro­

h ib ited from a llow ing use o f it s  ra ilro ad  f a c i l it ie s  on a non-reimbursable 

bas is , or from levying and co llec t in g  rates and other charges for the use of 

such f a c i l it ie s  that do not re f lec t the total d irect and ind irect costs which 

arise  from such use."

Page 4 -- At l in e  7 , redesignate "(e)" as "(f)"  and insert new "(e)" : 

"(e) The proceeds resu lt ing  from the issuance of bonds pursuant to th is  section 

may only be used for the a c qu is it io n , construction and improvement of r a ilr o a d 

f a c i l it ie s  in the state . None of the proceeds may be used to meet the 

Authority 's operating expenses or any d e f ic it  resu lt in g  from an insu ffic iency 

of operating revenues."

Senate B il l  No. 156 

No change is  recommended.

-  1 -



STATE OF ALASKA
ALASKA RAILROAD LEGISLATION

Senate B il l  No. 212

Page 3 —  At l in e  24, amend subsection (9) as fo llow s : "(9) Borrow

money and issue it s  negotiable bonds or notes, the proceeds of which may

only be used for the ac qu is it io n , construction, or improvement of • a ilro ad  

f a c i l it ie s  in  the state ; provide fo r and secure the payment o f said bonds 

or notes; provide fo r the r igh ts  of th e ir  holders; and purchase, hold or 

dispose of any of it s  bonds or notes;"

Page 3 —  At l in e  27, add the word "capital" a fte r " its" .

Page 4 —  At l in e  28, add the fo llow ing  new sentence: "The Authority

is  prohib ited from authoriz ing the use of the Alaska Ra ilroad 's  f a c i l i t y  by 

any person on a non-reimbursable bas is , or from levying and co llec t ing  rates 

and other charges fo r the use of such f a c i l it ie s  that do not re fU c t total and 

ind irect costs which arise  from such usage.

Page 5 -- Delete l in e  20 and replace with "to meet its  cap it al ob ligat ions 

and expenses. "

Renumber Section 2 as Section 3 , and insert new Section 2: "None o f the

monies appropriate herein may be u t il iz e d  by the Alaska Railroad Authority to 

meet d e f ic its  and operating revenues resu lt in g  from its  fa ilu re  to levy -nd 

co llec t ♦'utes and other charges fo r the use of it s  ra ilro ad  f a c i l it ie s  that 

re f le c t the total d irect and ind irect costs which arise  in such usage.

Senate B il l  No. 213

2



100 WEST HARRISON STREET, SUITE 522 
SEATTLE, WASHINGTON 98119

S e a - L a i x c L  S e r v i c e ,  I n c .

h.l schuyler February 19, 1982
Director Public Affairs TELEPHONE:

Alaska Division (208)038-6349

Honorable B il l  Ray 
Alaska State Senator 
Room 103, Capitol Build ing 
State C ap ito l, Pouch V 
Juneau, Alaska 99811

Dear Senator Ray:

A short note to thank you fo r taking the time to discuss 
Sea-Land's concern over the Alaska Railroad Authority B i l l ,  
S.B. 212. and it s  amendments.

We agree with you that the A.R.R. is  a necessary tool to 
promote the growth o f A laska's Resources and the Alaska 
H interland. However, we are concerned that i t  operates as a 
corporation to serve it s  Capitol and shows a p r o f it , as a l l  
businesses must do to e x is t . Sea-Land's main concern is  that 
the competitive factors are on an equal footing .

Thanks again .

HLS:kt

P.S. Two cartons, one red and one green, are forthcoming.



Technical amendments to *** "inter-1 ineated" draft
t

1) On page 4, at line 3, following the word "not ," add the words
• \

"directly or"

2) On page 7, at line 14, add a new subsection: "(d) A member whose 

term has expired shall serve until his successor has been appointed by the 

Governor."

3) On page 9, at line 21, delete the word "governing" and insert in 

lieu thereof the word "delegating;" at line 22 delete the words "be con­

ducted" through the word "by" in line 23; at line 24, following the word 

"official" insert a comma and the wards "subject to any board review specified 

in the policies"

4) On page 14, at line 3, following the word "information"; on page 17 

at line 6, following the word "matters"; and at line 15 of the same page 

following the word "Commission," add the words "including but not limited

to proprietary information associated with specific shippers, divisions and

contract rate agreements" On these same pages add "U.S." preceding each
\

reference to the Interstate Commerce Carmission.

5) On page 14, at line 10 delete the words "and for" through the word 

"regulations," on the next line; At line 19 following the period add a new 

sentence: "Ihe legislature by appropriate ac±ion may annul or temporarily 

suspend a regulation adopted by the authority."

6) On page 16, at line 12, following the word "after" insert the words

"the date of"

7) On page 21, at line 30, delete the word "railroad"

8) On page 25, at line 21 following the word "classification" insert

a comma and the word "control"



9) On page 25, at line 28, strike the words "general manager" and 

insert in lieu thereof the words "chief executive officer"

10) On page 28, at lines 26-27 strike the words "general manager" 

and insert in lieu thereof the words "chief executive officer"

11) On page 30, at line 19, following the word "legislature," insert 

the words "and the authority"

12) On page 30, at line 27, following the word "adopt," insert the 

word "exclusive"

13) On page 36, at line 13, delete the word "council" and insert in 

lieu thereof the word "board"

14) On page 38, at line 9 delete the word "appropriate" and insert 

in lieu thereof the word "applicable"

15) On page 41, at line 29, following the word "approved" insert the 

words "or rejected" and at line 30, following the word "act" insert the 

words "or to refrain from acting"

16) On page 42, at line 28 delete the word "may" and insert in lieu 

thereof the word "shall"

17) On page 43, at line 12, following the word "cnmission" insert the 

words "or has filed an annual report that is false or deceptively misleading 

on a material matter"

18) On page 51, at line 3, following the word "house," insert the 

words "the minority leaders of each house,"; delete the words "and ranking 

minority members" on lines .1-4; and on line 4, following the word 

"transportation" insert the words "and finance"

19) On page*52, at line 18 delete the text of (5) and insert in lieu 

thereof the following:

A.S. Title 35 does not apply to the operations of the authority.

Delete subsection 6 of AS 42.40.1020 on page 51.



v STATE OF
ALASKA RAILROAD LEGISLATION

Senate B il l  No. 221

Page 1 -- Lines 12 and 13 have been revised to read as fo llow s : "For

the achievement o f the goals o f reasonable fre ig h t costs, long-term economic 

growth and continuing common c a rr ie r  service.

Page 1 —  At l in e  20, add "se lf-susta in ing , f in a n c ia l ly  viable" a fte r "a".

Page 3 —  At l in e  22, add "in se lf-susta in ing , f in a n c ia lly  viable"

a fte r "operate".

Page 4 —  At l in e  11, delete "fares" and replace with " fu lly  compensatory 

rates".

Page 5 —  At l in e  11, redesignate "(e)" as " (f)"  and insert new "(e )" :

"(e) The proceeds resu lt ing  from the issuance o f bonds pursuant to th is  section 

may only be used to meet the cap ita l ob liga t ions  and expenses of the

Authority . None o f the proceeds may be used to meet the Authority 's operating

expenses or any d e f ic it  resu lt ing  from an insu ffic iency o f operating revenues."

3



Senate B i l l  No. 212

Page 3 —  At l in e  24, amend subsection (9) as fo llow s : "(9) Borrow
s

money and issue it s  negotiable bonds or notes, the proceeds of which may 

on ly be used fo r the ac qu is it io n , construction , or improvement o f ra ilro ad  

f a c i l i t ie s  in  the state ; provide fo r and secure the payment of said bonds

or notes; provide fo r the r igh ts  o f th e ir  ho lders ; and purchase, hold or

dispose o f any o f it s  bonds or notes;"

Page 3 —  At l in e  27, add the word " cap ita l1’ a fte r " its" .

Page 4 —  At l in e  28, add the fo llow in g  new sentence: "The Authority

is  proh ib ited  from authoriz ing the use of the Alaska R a ilroad 's  f a c i l i t y  by 

any person on a non-reimbursable bas is , or from levy ing and co llec t in g  rates 

and other charges fo r the use o f such f a c i l i t ie s  that do not re f le c t tota l and 

in d ire c t costs which arise  from such usage.

Page 5 —  Delete l in e  20 and replace w ith "to meet it s  cap ita l ob liga t ions  

and expenses."

Senate B i l l  No. 213

Renumber Section 2 as Section 3 , and in se rt new Section 2 : "None of the

monies appropriate herein may be u t il iz e d  by the Alaska Railroad Authority to 

meet d e f ic it s  and operating revenues re su lt in g  from it s  fa ilu re  to levy and
I

co lle c t rates and other charges for the use of it s  ra ilro a d  f a c i l it ie s  that 

re f le c t  the tota l d irec t and ind irec t costs which a r ise  in  such usage.

- 2 -



SB 212 establishes the Alaska Railroad Authority. A 7 
member board of directors will act as the governing body. 
(DOT/PF Commissioner and 6 public members appointed by the 
Governor) The board may employ a president to manage the 
authority (subject to the Governors approval) and other 
staff.

The authority is authorized to acquire, provide for the 
operation and maintenance of, and sell bonds in order to 
pay for existing costs or development of the railroad or 
railroad facilities.

The authority is directed (Sec 3, page 14) to enter into 
negotiations with the Federal government for the transfer of 
ownership of the Alaska Railroad to the authority subject to 
money available from appropriations for the purpose.



P OSITION STATEMENT

There is pending legislation that would provide 

for the transfer of the federally owned and operated Alaska 

Railroad to the State of Alaska. This legislation, if 

enacted, would transfer ownership, operation and financial 

support of the Alaska Railroad from the federal government 

to the State of Alaska government. We do not oppose this 

action.

The Alaska trucking industry feels very strongly, however, 

that there are serious concerns regarding the impact state 

ownership, operation and control of the railroad could have 

on the privately owned and unsudsidized trucking firms in Alaska.

Further, the trucking industry feels strongly that any 

transfer legislation should address these concerns in a manner 

that will protect the future integrity of privately owned carriers 

in providing service for cargo movement between the Lower 48 and 

Alaska and within Alaska. Without such protection, the general 

public of the State ol: Alaska will have Little chance of 

continuing to enjoy the benefits of strong and vigorous 

competition in transportation.

Today, the State of Alaska is well served by strongly 

competitive water and motor carriers providing service to, 

from and within Alaska. All of these firms are privately 

owned and receive no subsidy from the state or federal 

government.



Federal subsidy of the Alaska Railroad has removed any 

necessity for the railroad to recover its capital costs from 

its freight revenue.

Transfer of the Alaska Railroad from federal ownership 

and operation to state ownership and operation could involve the 

risk that the State would utilize rail properties and facilities 

in a manner that would artifically impact the level of rates 

which would otherwise be set by competition among the unsub­

sidized, privately-owned carriers.

The state-rowned railroad must not be allowed to become a 

subsidized trucking company. It is essential that if the state- 

owned railroad competes with water and motor carriers, it must 

do so in a way that allows rate levels to be set through 

vigorous competition by the privately-owned carriers that 

have the requirement of buying and paying for their capital 

equipment, as well as earning a profit and paying taxes.

The state*owned railroad must not be allowed to instigate 

predatory pricing policies that would reduce railroad rates 

below that of competitive trucking companies that operate 

on parallel routes.

Legislation that addresses the transfer of the Alaska 

Railroad from the federal government to the state government 

must include safeguards that will encourage increased product­

ivity within the private sector and less reliance on government 

entities to provide services that can be provided by the 

private sector.



The trucking industry in Alaska sincerely hopes that 

legislation can be developed in a way that will assure the 

future viability of privately owned water and motor carriage 

for the State of Alaska.



O U T L IN E O F . S E P T E M B E R  29, 1981

TOTE DRAFT AMENDMENTS TO S. 1500

Add to Congressional Finding of S. 1500 a provision that 
further sets the tone for this legislation. To-wit: 
subsidized rail transport in Alaska is acceptable only 
where private enterprise cannot do the job.

Prohibit subsidization of service that competes with private 
carriers. (First sentence in a new paragraph 3(a)(2) of 
S. 1500)

Prohibit expansion of ARR motor carrier and water service as 
long as ARR remains subsidized.

Subsidy will be considered to exist for a particular service 
if the full expense level, including subsidy and cost of 
capital, exceeds the rate. (A new subsection 2(b) and the 
second sentence in new paragraph 3(a)(2))

The state would be required to maintain and make available to 
the public data showing the railroad's condition. Information 
would have to be sufficient to allow tracing of the subsidy.

As part of the closing agreement the state would be required 
to show it had taken steps to have the ARR operate like a 
business.

Impose enforcement provisions requiring the court to award 
damages and reasonable attorney fees as well as enjoin the 
offending subsidization.



24 S e p t em be r  1981

1. Add a new subsection 1(c) and renumber the existing 
subsection 1(c) as 1(d):

(c) Except where private enterprise is unable to provide 

freight transport service, such service in Alaska no longer 

requires nor should enjoy government financial support.

2. Add a new subsection 2(b) as follows and renumber
existing sections 2(b) through 2(d) as 2(c) through 2(e):

(b) "full expense level" means the level described by the

Interstate Commerce Commission in the study of the Alaska Railroad's

rates in Ex Parte No. 405, served June 15, 1981, including direct 

costs plus the freight portion of overhead expenses and fixed 

expenses, including depreciation and including the subsidy and 

the cost of capital attributable to that service.

3. Add a new paragraph 3(a)(2), as follows, and renumber 
paragraphs 3(a)(2) through (4) as paragraphs 3(a)(3) through (5):

(2) The S t a t e  h a s  a g r e e d  t h a t  t h e  A l a s k a  R a i l r o a d  s h a l l  be  

o p e r a t e d  i n  a b u s i n e s s l i k e  m an n e r  and  t h a t  i t  s h a l l  n o t  u s e  p u b l i c  

f u n d s  t o  d i r e c t l y  o r  i n d i r e c t l y  s u b s i d i z e  t r a n s p o r t a t i o n  s e r v i c e s  

t h a t  c o m p e te  w i t h  u n s u b s i d i z e d  p r i v a t e l y  owned f o r  h i r e  c a r r i e r s  

i n  i n t e r s t a t e  commerce and t h a t  a s  l o n g  a s  t h e  A l a s k a  R a i l r o a d  

r e c e i v e s  p u b l i c  f u n d s  i t  w i l l  n o t  e x p a n d  i n  an y  way i t s  c u r r e n t  

w a t e r  o r  m o t o r  c a r r i e r  s e r v i c e .  The S t a t e  f u r t h e r  a g r e e s  t h a t  

t h e  am oun t  o f  s u b s i d y  a t t r i b u t a b l e  t o  a  p a r t i c u l a r  s e r v i c e  s h a l l



be t h e  e x t e n t  t o  w h ic h  t h e  f u l l  e x p e n s e  l e v e l  e x c e e d s  t h e  r a t e  

c h a r g e d  f o r  t h a t  s e r v i c e .  The S t a t e  a l s o  a g r e e s  t o  d e v e l o p ,  

m a i n t a i n  and  t o  r e l e a s e  t o  t h e  p u b l i c  upon demand and  t o  p u b l i s h  

n o t  l e s s  t h a n  q u a r t e r l y  c u r r e n t  c o m p r e h e n s i v e  d a t a  s h o w in g  t h e  

e x p e n d i t u r e  o f  a l l  p u b l i c  s u b s i d i e s  on  t h e  r a i l r o a d  ( i n c l u d i n g  

t h e  a l l o c a t i o n  by s p e c i f i c  f u n c t i o n  o f  s u b s i d y  m o n i e s  t o  r a i l  

s e r v i c e s ) ,  t h e  c o s t  i n c u r r e d  i n  p r o v i d i n g  a n y  s e r v i c e  s u b s i d i z e d  

d i r e c t l y  o r  i n d i r e c t l y  by p u b l i c  r e v e n u e s ,  and  t h e  r e v e n u e s  

d e r i v e d  f rom  p r o v i d i n g  s u c h  s e r v i c e s .

4 .  Add j u s t  p r i o r  t o  t h e  p e r i o d  i n  s e c t i o n  4 t h e  f o l l o w i n g :

"a n d  t h a t  d e s c r i b e s  i n  d e t a i l  t h e  p r o c e d u r e  and  i n s t r u m e n t a l i t y  

t o  be e m p lo y ed  by t h e  s t a t e  t o  im p le m e n t  s u b s e c t i o n  1 ( c )  and  

p a r a g r a p h  3 ( a ) ( 2 )  o f  t h i s  a c t . "

5 .  Change  S e c .  5 t o  S e c .  5 ( a )

Add S e c .  5 ( b ) :

( b)  The S t a t e  owned r a i l r o a d  s h a l l  be o p e r a t e d  i n  s t r i c t  

c o m p l i a n c e  w i t h  t h e  t e r m s  o f  t h e  C e r t i f i c a t i o n  o f  t h e  S e c r e t a r y  

and  a g r e e m e n t s  by t h e  S t a t e  g i v i n g  r i s e  t o  s u c h  C e r t i f i c a t i o n  a s  

d e s c r i b e d  i n  s e c t i o n  3 o f  t h e  A c t .  Any a c t  o r  o m i s s i o n  c o n s t i t u t i n g  

n o n c o m p l i a n c e  s h a l l  be e n j o i n e d  by t h e  U n i t e d  S t a t e s  D i s t r i c t  C o u r t  

upon p e t i t i o n  by  a . /  p e r s o n  o r  c a r r i e r  and  o t h e r  a p p r o p r i a t e  r e l i e f  

s h a l l  be a w a r d e d  an y  p e r s o n  o r  c a r r i e r  i n j u r e d  by s u c h  a c t  o r  

o m i s s i o n ,  an d  t h e  C o u r t  s h a l l  aw ard  a p p r o p r i a t e  d am a g e s  and 

r e a s o n a b l e  a t t o r n e y ' s  f e e s .

-  2 -



s e n a t o r  dettye f a h r e n k a m p
CHAIRMAN. RESOURCES COMMITTEE POUCH V

4016 EVERGREEN 
FA.PUANKS. ALASKA 09701

JUNEAU. ALASKA 00811 
OFFICE <>07-465-3763 
RESOURCES COMMITTEE

007-470-3550 007 465-3634
HOME 907-760-0182

April 13, 1982

G. A. Seeliger 
1001 Noble Street 
Fairbanks, Alaska 99701

Dear Al:

Thank you for your letter concerning SB 212 which would create a 
vehicle for State control and operation of the Alaska Railroad.

The points you raised in your letter were compelling and I felt it 
imperative that both the Senate President and the Chairman of the Senate 
Transfxortaiton Camu.ttee were made aware of your concerns. I have, 
there lore, provided each with a copy of your letter.

It is my understanding that all parties to this leaislat.ion are 
working towards legislation which addresses many of the problems and 
concerns which have been raised in the past. This legislation may well 
be nearly finalized.

Al, I'll trv to keep you appraised of developments in this area as 
the;.- occur. Thanks again.

Sincerely

Bettye Fahrenkamp 
Alaska State Senator

BF/sb

m  Senator Perttula 
Senarcr Fa.v



G. A. S e e lig e r 
1001 Noble S tre e t
F a irb a n k s , A la ska 99701 

A p r i l 9, 1982

The Hono rab le B ec tve Fahrenkamp 
A la s k a S ta te Senate 
Pouch V -  M a il S top 3100 
Juneau , A la ska 99811

Dear B e t tv e ,

1 have read Senate B i l l  No. 212, w h ich is  a proposed a c t to  c re a te  
an A la ska R a ilr o a d  A u th o r i t y . 1 have s e v e ra l m is g iv in g s  abou t the proposed 
a c t , and have l i s t e d  them be low .

1) The S ta te  proposes to  hand the A la ska R a ilro a d  o ve r to  a S ta te 
A u th o r i t y  w ith o u t p r o v is io n  fo r c a p i t a l i z a t io n  o r fu n d in g  o f any k in d .
I t  is  my b e l i e f th a t even though 1 am n o rm a lly  an a n t i - s u b s id y  man, the 
A la ska R a ilro a d  w i l l  neve r be op e ra te d un le s s i t  has s u b s ta n t ia l sub s id y 
typ e s u p p o r t . The consequences o f the S ta te  c u t t in g  the r a i l r o a d  loose 
to  fend fo r i t s e l f ,  in  my v iew , would be d is a s tro u s  because i t  would 
in e v i t a b ly  ra is e  the co s t o f s h ip p in g  comm od itie s to  th is  a rea by many 
pe rce n ta g e p o in ts .

2.) I n o t ic e  the A la ska R a ilr o a d  A u th o r i t y  is  to  be a dm in is te re d  by 
a si>: man comm iss ion . I b e l ie v e , in  the f i r s t  p la c e , th a t the number is 
w rong —  th e re  shou ld be an odd number o f com m iss io ne rs . S econd ly , I th in k  
th e comm iss ione rs shou ld be a p p o in te d  from the r a i l b e l t  a rea because i t  
is  a re g io n a l t r a n s p o r ta t io n  p ro b lem . Most o f those a p po in te d shou ld be 
from  the F a irb a n ks a rea s in ce we have the g re a te s t d ir e c t in t e r e s t in  the 
r a i l r o a d .

39 There is no p ro v is io n  made fo r  l iq u id a te d  damages s u f fe re d  by 
th o se pe rsons who have in v e s te d  ra th e r h e a v ily  in  warehouses and o th e r 
im provem ents in  the r a i l r o a d  a re a s .

4 ) I f  the r a i l r o a d  eve r d id  have a chance o f o p e ra t in g  a t a b re a k ­
even f ig u r e , t h is  h i l l  wou ld d e s tro y  any chance o f f in a n c ia l independence 
due to  the re te n t io n  by the S ta te  c f p o t e n t ia l l y  v a lu a b le  m in e ra l p ro p e r t ie s .

59 1 see a number o f s e c t io n s  w h ich a re des igned to  make i t  p o s s ib le  
fo r th e g o ve rn o r and the le g is la t u r e  to e s s e n t ia l l y  b o o b y - tra p  the commis­
s io n , ty in g  i t s  hands ve ry n e a t ly  so i t  would be a lm os t im p o s s ib le  to 
a d m in is te r a s u c c e s s fu l b u s in e s s o p e ra t io n . For t h is  rea son , 1 can fo re se e 
th a t the A la ska R a ilr o a d  A u th o r i t y  c o u ld , and p ro b a b ly would become a 
punch in g bag ir i the le g is la t u r e .



The Honorable Be t tye  Fahrenkamp Page 2 n
4 /9 / 8 2

For the above m en tio ned re a so n s , I  s in c e r e ly  hope you w i l l  e i t h e r  
amend the b i l l  o r d e fe a t i t .  As i t  s ta n d s , i t  is  a bad b i l l .

V e ry t r u l y  yo u rs ,

f O u
G. A. L>ee lige r

GS: s r

V



Page 19 
of new 
CSSB 212 .

Page 39 
of new 
CSSB 212

Totem Ocean Trailer Express (TOTE) proposed amendments to CSSB 212

' '• ' ■ ' * ' 7 ' - ••••• •

1. Revise AS 42.40.400(a)(24) to read as follows:

(24) prescribe r^tes to be charged for services
/

provided by the Alaska,-<Railroad; provided, however, the 

.̂ authority,\when establishing rates to be charged for carriage 

o“f commodities, in competition with private "carriers, shall
\  /  \  7 \  \ /  7

include any direct or indirect subsidies as costs in such
X S  \  7 "  \  T 74 ^  X

rates;\a private carrier may challenge a fate as unreasonably
\  7 7  ! /

low if it is below, thexaverage rate charged by private carriers;
'

a private carrier challenging a rate under this provision shall, 

on request, demonstrate th^€ its rate is not/unreasonably high 

under applicable regulatory standards;

2. Revise AS 42.40.700(b) by adding a sentence to read as 
follows:

(b) The notice shall be in writing and describe the 

proposed undertaking in detail, specifying its financial impact 

on the authority; its impact on the level and nature of services 

provided by the authority; why the project is necessary or 

desirable to achieve the purposes of this chapter; and whether 

and when the undertaking will itself be self-sustaining financially. 

The notice shall be published in accordance with provisions of

AS 4 2 . 4 0 . 2 3 0 .



Q l C n t i e b  s t a t e s  S e n a t e

C O H K fT T E E  ON ATTf̂ OPhlATiONS 
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j ,  iccrrw >:p —  c .t , r rn n r owxeraw
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March 26, 1981

The: Honorable M. E. Dankworth 
Alaska State Senator 
Pouch V
Juneau,' Alaska 99811 

Dear Ed :•

Thank you for your invitation to reiterate my remarks
before the Alaska Legislature regarding the Alaska Railroad. I 
am eager to work with you and the Governor in negotiations b e­
tween the Federal Government and the State of Alaska concerning 
ownership of the Alaska Railroad.

If the P r e s i d e n t s  proposed budget is accepted by
Congress, a multi-billion dollar reduction in the U.S. D e p a r t­
ment of Transportation's budget will mean loss of federal funds 
for the Alaska Railroad after Fiscal Year 1982, if not before.
I have been told privately that the Federal Government w o u l d  
prefer to end federal ownership this,year. Should the Railroad 
lese the financial support of the Federal Government a n d  this 
support not be replaced, the Alaska Railroad will be shut down 
arid dismantled.

The Alaska Railroad is an essential method o f  trans­
portation for over half of our population. If the coal resources 
in our State are to be recovered, we must have an operating 
railroad. I could go on, but I hope we're all agreed o n  the 
importance of keeping the Railroad operational. .

As I discussed the other day, the mood in Washin g t o n
is to streamline the federal budget by cut-backs in funding and 
elimination of many programs. The Alaska Railroad is seen in 
Washington as a non-national budget item for which federal funding 
can and should be eliminated. I have been told that legislation 
which would do this m a y  be introduced at the request o f  the A d m i n­
istration in the next few months. There must be authority within 
the State to negotiate with the Federal Government on this issue.



T h e  H o n o r a b l e  M. E. D a n k w o r t h
M a r c h  26, 1981
P a g e  T wo

My staff, and I will be at your disposal. He w i s h  to 
work closely with y o u  in the negotiations between the Federal 
Government and the State of Alaska to ensure a fair find e q u i t a b l e  
transfer of ownership of the Alaska Railroad to the State o f  
Alaska.

With best wishes.

Cordially,

TED STEVENS
United States Senator
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•owned and 'run  by the federal ^1
v6 believe i t ’s reasonable  and

• <•

in tha t  .direction a re  necessary  for 
Alaska’s development.  : > - 

The railroad is 
government,  but w6 
des irable  for the sta te  to work toward taking over-the 
line. Pres ident  Car te r ’s budget proposed getting rid of 
the railroad to save money and the budget-conscious 
Reagan administration is not likely to reverse  that  
position. j,

In recent times, except for some of the pipeline 
'construction years,  the line has lost money. The 
combined congressional appropriat ion and net loss 
over  the past five years  av e rage  $8 million a year .  That 
would not be a par t icularly heavy subsidy for the sta te  
to undertake, par t icularly  in light of the fact that  the 
s ta te  subsidy for the Alaska ferry system has  been 
running at $20 million a y ea r ' . .

The railroad is to much of Interior Alaska what the 
ferry system is to Southeastern.  Both are  vital t r a n ­
sportation links for our s ta te  and the railroad holds
enormous potential for Alaskan development.* ‘

But i t’s unlikely that we can expect much more 
than  care taker  sta tus  for the line from the federal 
government.  The ra i l road’s m an ag e rs  are  under orders  
from Washington to at least break even. And c o n ­
sequently railroad officials in Alaska must take a hard- 
nosed atti tude. Every  additional service or rail ex­
tension must  pay its way. '
• J  I '

Frankly,  some of the needed railroad extensions 
and services won’t pay their own way, a t  least not in the 
immediate  future, and th a t ’s where the s ta te  comes in 
with its oil wealth. ’ 1;M i
■ .. There  have been calls for s ta te  officials to begin 
negotiating with the federal government to take over 
the linei Tha t’s one. good approach and we hope the 
s ta te  initiates those talks soon. ■> ;■

In addition, legislation has  been introduced to 
c rea te  an Alaska Railroad  Authority that could sell 
bonds to operate and expand the rail system. The goal 
of such work would be to promote  the s ta te ’s growth 
and development.  ■ , '

a is building in the Legislature to get on
eas tward  extension of the railroad to 

ler. • I' • * * .

rel to say  precisely which approach is 
e legislative hearing process should 
on that  question. But we believe 

>e pleased by the general trend: that  
f our s ta te  leaders  a re  coming to un- 
tortance of the railroad in Alaska’s 
sy are  inclined to act.
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th e  sale' o r  t r ^ f e r  o f . . t f e . ^ s 1 f f l ' w ' ' C o n g i^  is ^e x p ^:t( x l to b e  r e v is e d '
R a ilro a d  — “ **’  _  ‘-t
b lo ck
H ig hw ay . . ---- -------
, The;_ spending'- plan, u re leased -.sportaUon Secretary. Drew Lewis 1 
today, says'A laslQ 'Is the'xinly.state,.-'promised t o ’w ork-V ith ,p ie Alaska " 1 
that benefits from  the two transpor: y.. congressional delegation tuid •' the .7 
tation systems. It also says the state' / state on the possible transfer o f the 
can a ffo rd  to bankroll pie railroad. f  railroad from  the federa l, govern^’ ;

(See re la ted  s to ry ,p ag e  A - 8 ) m e n t  to state con tro l. T h e  com m it;
" T h e  benef its  from  ope ra tin g  the m e nt c am e  a t a  h e a r in g  o f the Sem  

A laska R a ilr o a d  a re  la rg e ly  concern ' a te ' I in v ir o nm e n t  and  P u b l ic  Works 
tra ted  in  that s tate , m a k in g  c o n t ln - C o m m it t e e .  ’ > -f ' r  ■K'j.- '  i y V 
ued fede ra l fund ing  in a p p ro p r ia te ,’* V ; C a r te r ’s budget notes t h f t  lr e ig h t ' ■ 
the do cum en t says. "M o reo ve r, the . tonnages w il l  co n t in u e  b e low  the 
state has su ff ic ie n t funds ypth  w h ic h  ■ peak a c h ie v e d  d u r in g  cons tru c tio n  of 
to support and  im p ro v e  the ' rail- the A laska p ip e lin e , but that the r a il­

road hopes to a c h ie v e  som e in crease 
in  192. ■ " K / t f y ; ' -  ..

.T he ra ilro a d  m a d e  Its la s t o f f ic ia l 
•profit" d u r in g  the p ip e lin e  y ears  of

ro ad ’s ope ra tion ."  A .1
T h e  A laska R a ilr o a d  is opera ted 

by  the federa l g o ve rnm en t u nd e r a 
law  enacted  in  1914. T h e  1982 budget
for the ra ilro a d  is  $7 m il l io n , dow n , 1977-78. P o lanchek  e x p la in e d . S in ce  
from  nea r ly  $10.7 m il l io n  in  1981.'. then, the system  has been  show ing  a 

A laska R a ilro a d  Assistant Man-'- paper loss due to d e p re c ia t io n  of the 
ag e r A rn ie  P o lan chek  sa id  today the . ph y s ica l p la n t - and  .the  m llro ad 's  
ra ilro a d  has te c h n ic a lly  been u p  for , steady re in ve s tm en t o f funds In to  
sa le  s in c e  the e a r ly  1970s,-' ^- .4‘j m p r o v e m e n t s . ' . V ; '  ; W k  \'J '

" It ’s re a lly  n o th in g ,o th e r  than a- .' But f is ca l 1981, sa id  P o lanchek , 
c o n t in u in g  question  l l ia t  com es up ,"  - has b een  "a good y ea r ."  ! • ‘
h e  sa id . “ It's ju s t the federa l govern- j #  in  the pas'-, Carter's  bud ge t .

* m ent's  p o lic y  tha t they w ou ld  lik e  t o ! • a lso tr ie s  to bar_the co ngm ss lo na lly  
see the ra ilroad , trans ferred  to the 'authorized reconstru c tio n  of the 
s ta te . ' V ' >..*.'•* A laska H ig hw ay  b y  not In c lu d in g  any

Past a ttem p ts  to s e ll the l in e  to funds for the p r o j ic t .
_  .  _  .  JJ|gJ1Way

m il l io n  fo r the : 
le ’A laska High- •

go ing  to take leg is la t io n  by  both the ’’ 'way • f rom ’ the  A lnsknn  bo rde r to > 
fed e ra l g o vernm en t and the state , Ha i nes  J unct ion , C anada , a nd  the ,. 
g o v em m en t .'A  lot of t ilin g s  w il l  h a v e " r. P a in e s  Cu to ff H ig hw a y  frc r ii H a in es  
to be  worked ou t.” ,V>:; . Atr . \7- J u n c t io n . |to  ;  ths  south A laskan ,

P o lanchek  had .no  Idea of the gov-.:, bo rder . .( „V  #*'.< • o -
em m en t's  asking' p r ic e , for, its  only- ~ y f .  T h e  costs of the p ro jec t h a v e  sky-', 
ra ilro a d . " I t ’l l  depend  on the leg ls la* £ j rocketed  to $180 b ill io n . . •/
tlon  a n d 'w ha t tho fede ra l govern- ; (See R A IL R D A D ,p a g e  A-3) •</>•

. —  ... . ■ —  ?•  .................. — wap— ■w— — —



-V**-— *.••. ̂ v—iw'***"jr ■*.m*\,fj' ■ 'X- -*»̂:.-x’.r - -~ ■ * .'*‘ '-" — *• **' • -• * **“ '̂ ..‘~ " ' • V.: .."* -:‘ •-*r—  ■- .   II      - ..................................................      ».-. — . ■ • ‘  • —_•» ; " ; ^ - . i i

-  v d V * - *

S M f 1 .m a t a ^ c i ' o f  "mvigatioa?t
'■'• *^Pippropriation is being re- .aids, ice. breaking,'prevention and.I 
uested for 1982 because the benefits' cleanup of marine pollution, and in-:Vt—  
mm construction of the highway ac- 7, spections of offshore drilling rigs. 
rû - primarily' to. one state > -\*  -.The money would-allow th e «£?= =
Jaska, the budget saysyr^vM-. s'- .V..-placement of three aging cutters, the’ -----
*- In other items of interest to • purchase of 41 jet surveiUance airo 
Jaska, the,budget seeks':^ -/, - £-• -: craft and 90 new rescue helicopters. \
--jr. 536.6 million for the-office of *. The Carter administration wants I 
ederal Inspector of the Alaska gas ‘^o.defer imlil? 1983 major efforts to F 
ne to coordinate the a# *a- «n̂ * ' —x—:• v—..— •
tits, canry^out envir 
Qgineering-'TevievvsJ 
eld, i surveillance^ ‘' 
hislrepresents
^fiscal 1981 total of 52I^"milhon;-t'< ;^ ^ ’-W$7.lIbiUion;io"r^nipreheSave _ 

“* “  ,'-7or; .the/Alaskk .ŷ  Em plo^m t and' Training Act prô  '-.
i t i n n ’ u /H I/'tt i n r ^ v T r  * O T a m c  n a h ’n n u /IH o  r o  o  wi l V .

J3 Jpmiliioh _______
dwer Administration, whldx oper"; 
tes“ and markets hydroelectric ' 
ower from two federal projects in 
ie state — Eklutna near Anchorage 
xi Snettisham near Juneau. This is 
> from $3 million in fiscal 198Lr; j  

$2.2 billion for Coast Guard op̂ , 
■ations in fiscal 19S2, up from $2 bll- 
>n last year. The money would be 
ed for search and rescue opera-

grams nationwide,'including 53.8 bil-,: 
• lion for public service*employment; 
(an increase of 57 million from 1981), 
53 billion for general training and 
employment '.' (a5144-million in- v 
crease), and 5314 million to support 

' job placements in the private sector.



q  . jR M t again^we d on T ^ in k j^ lra t ’ s an ;m treasa 
a'merurit'' o f  ̂ m fonri'atioii to 7agKvfrom :; s^ ĵ nd id tkt 
elected o fpce . Thejpublic h ^ a ;r i% H t t p ^ o w $ h £  
enough^a bout • ^ x h e o i i ^ ' ^ e c t i o a ^ ^  
cam nkign c b n t r i b u t i o n ^ ^ ^ ® % t t ^ ^ ^ ^ ! ^  
. > T h e re ^ e  seve ra l.g ood  proposals^m thexepi 
Sdn.- Bepnett’ s c o /^ i t t e e /^ u t^ w e ^ ^  
ticu lap fone'isn ’ t  am ong them Sw ^ 'liope it ’s p m b
4 UleFXj>l> -V!:.- -V?»?VV»’»̂ vfcrSĵ {iES»»sifc £*/

- S '  .  . , T , T r"i C T . T ' T - . - ' a  - -  - -  .* -.. M l •—. - * r >
i^ ^ l^ a t .M y n ^ ,n b f ^ ir ^ m e d o f .b a v to g h ^ g M ® ;tr a ln ^

•* d r e a m la n d  on a  - sca le  iiov little  boy--would; hav e  e r3  -  a r e a m ^ g n u u u ,

H io ;  encO ederal. own ersh ip  of th e  ,A laska-'R ailrdad^Jt’i  
'- n o t‘a new id e a ,'b u r lt m ay  be one th a t  gets  m ore serious

a t te n t io n  now th a n ‘it has* ih;. the p as t. I t ’s the  only 
: ra ilro ad  the  federal governm en t owns a n d ’ "since ithe-j
*' end of th e  p ipeline days, it h a s  been losing m oney; .J* ' -.
‘ ' . .!T he operating  loss h a s  been  declining—$4 m illion ,'
I la s t y ea r  com pared  to $6 m illion the y e a r  before—but 
’ . th e  federa l governm ent seem s less and less inclined to 

• ca rry , such a loss. And th e  line also receives fed era l • 
m oney for cap ita l im p ro v e m e n ts : 'v  s . .  .•.

O utgoing P re s id e n t J im m y  C a r te r ’s budget 
|  ' p roposal sa id  ow nership of th e  line should be tu rn ed
" o v er to the s ta te  o r a  p r iv a te  ow ner by 1983. We doubt 

th a t deadline can  or should be m et, but we do believe 
i t 's  time, for the  s ta te  to begin thinking about the 
r a i l r o a d . , ’ . . \  . . ..

‘ I t ’s evident th a t the line is of g re a te r  im portance  to 
A laska than  to the federal governm ent, and  therefo re  
we believe the im petus for expansion and im ­
p ro v em en ts  in the  ra ilro ad  m u st com e from  A laska.

S ta te  officials a re  justifiab ly -w ary  of ju s t p lunging 
in; they  say  they w ant to study  the  issue. T h a t’s a 
p ru d en t course and we believe s ta te  ra ilro ad  stud ies  
should be pushed by th is session  of the L eg isla tu re .

Beyond that, i t ’s too e a r ly  to recom m end a defin ite  
course, but i t’s not too e a r ly  for the s ta te .to  begin 

; , developing a policy tow ard  the  ra ilro a d .-I t’s v ita l to ’
A laska and we should h a v e .a  strong  hand in deter- 

- • m ining  w hat ro le it will p lay  in our fu tu re , ...



Empire Washington Bureau 
WASHINGTON;—The .  Alaska 

railroad should be handed over to the 
state or a private party by 1983,"ac­
cording to President Carter’s proposed 
1982 budget 

»he preliminary budget, which lists 
Dffice. of , Management - and Budget 
recommendations, for government ex­
penditures, suggests the railroad sale or 
ransfer as part of an outline of tran­
sportation policy priorities o f , the 
ieparting President-—-—v;.-..';
The Alaska Railroad is the only 

ederally owned rail system in the 
rountry.-• ■ ,

.• “Legislation' is being’ proposed to' 
Congress that would provide'for 
takeover of the'railroad,’* a Federal 
Railroad Administration spokesman 
said Thursday, adding that Democrats 
are not holding out great hopes of 
Congressional approval of the transfer- 
in this.session. -
>- The Alaska Railroad has been' runn­
ing at a deficit since completion of the 
Trans-Alaska Pipeline in 1976. •• 1’ 

The railroad received $10.6 million' 
from the federal government. for 
capital expenditures in fiscal 1981, in­
cluding $4.5 million for hew passenger

"<*‘ ::The preliminary budget' for .fiscal 
: ” 1982 earmarks $7 million-for:: the' 

railroad’s capital costs. Operating costs 
- --are paid f̂rom the railroad’s revenues.

In meetings earlier this week,’ Alaska 
r‘y Sen. Frank Murkowski suggested to 
c :YSecretaiy of TransportatioD-designate 
..j^Drew Lewis;-that his department, in- 
"■ vestigate turning the railroad over to 

the state.
, .'.Sen. Ted Stevens, R-Alaska-, hai in. 

■ t the past supported .transfer of, the 
., railroad to the state, but is concerned 
. about the terms. A spokesman for 

. Stevens said he expressed his concerns 
to the Reagan transition team.. + ' *



In  a n o t h e r  e f f o r t  t o  c u t  c o s t s  and rem ove th e  R a i l r o a d  f r o m  . 
a c t i v i t i e s  t h a t  a r e  n o t  v i t a l  f e d e r a l  i n t e r e s t s ,  a d e c i s i o n  

khas  b e e n  m ade to  t e r m i n a t e  t h e  p r e s e n t  c o n t r a c t  f o r  p r o v i d i n g  
^ f r e i g h t  b a r g e  s e r v i c e  on t h e  T a n a n a  a n d  Yukon R i v e r s .  T h e  ARR 

p l a n s  t o  s e l l  i t s  r i v e r  e q u i p m e n t ,  i n c l u d i n g  a  t u g b o a t  a n d  
s e v e r a l  b a r g e s ,  a n d  i s  w i l l i n g  t o  l e a s e  i t s  d o c k  f a c i l i t i e s  
and  o t h e r  l a n d  h o l d i n g s  t h a t  may be n e e d e d  f o r  t h e  S t a t e  o r  a 
p r i v a t e  b u s i n e s s  t o  c o n t i n u e  o p e r a t i n g  t h e  b a r g e  s e r v i c e .

P r o p o s e d  T r a n s f e r  o f  t h e  A l a s ka R a i l r o a d  t o  S t a t e
O w n e r s h i p

I t  h a s  be e n  t h e  p o l i c y  o f  t h e  p a s t  t h r e e  A d m i n i s t r a t i o n s  t o  
c e a s e  f e d e r a l  o p e r a t i o n  o f  t h e  R a i l r o a d  by t r a n s f e r r i n g  i t  t o  
t h e  S t a t e  or  a p r i v a t e  b u y e r .  P r i v a t e  c o m p a n i e s  h a v e  
e x p r e s s e d  an i n t e r e s t  i n  t h e  R a i l r o a d  i n  t h e ' p a s t  a n d  s e v e r a l  
c o n c e r n s  h a v e  r e c e n t l y  c o n t a c t e d  t h e  G e n e r a l  M a n a g e r .  We 
s u g g e s t  t h a t  t h i s  i s  a g o o d  t i m e  t o  b e g i n  s e r i o u s  d i s c u s s i o n  
o f  S t a t e  t a k e - o v e r  b e c a u s e  ( 1 )  t h e  R a i l r o a d  i s  e s s e n t i a l l y  an 
i n t r a s t a t e  r a i l r o a d  p r i m a r i l y  s e r v i n g  t h e  f r e i g h t  a n d  t o u r i s t  
n e e d s  o f  t h e  S t a t e ,  ( 2 )  t h e  S t a t e  i s  i n  a s t r o n g  f i s c a l  c o n ­
d i t i o n  a nd  wo u l d  be  a b l e  t o  s u p p o r t  t h e  R a i l r o a d ' s  c a p i t a l  a n d  
o p e r a t i n g  n e e d s ,  a n d  ( 3 )  t h e  t r a n s f e r  p r o c e s s ,  w h i c h  w i l l  
p r o b a b l y  t a k e  t wo t o  t h r e e  y e a r s  t o  i m p l e m e n t ,  s h o u l d  b e g i n  
now w h i l e  t h e  R a i l r o a d  i s  i n  a s l ump  b e f o r e  t h e  n a t u r a l  g a s  
p i p e l i n e  c o n s t r u c t i o n  a c t i v i t y  b e g i n s  i n  a f e w y e a r s .

iConrmi s s i o n e r  Ward i n d i c a t e d  t h a t  t h e r e  h a s  b e e n  som e d i s ­
c u s s i o n  w i t h i n  t h e  S t a t e  a b o u t  e v e n t u a l  S t a t e  a c q u i s i t i o n  o f  
t h e  R a i l r o a d .  I wo u l d  h o p e  t h a t  t h e s e  d i s c u s s i o n s  c a n  now 
l e a d  t o  a d e c i s i o n  t o  a s s u m e  S t a t e  r e s p o n s i b i l i t y  f o r  t h e  
R a i l r o a d  so t h a t  we c a n  b e g i n  t h e  c o mp l e x .  p r o c e s s  o f  t r a n s ­
f e r r i n g  o w n e r s h i p .  I f i r m l y  b e l i e v e  i t  i s  i n  t h e  S t a t e ' s  
i n t e r e s t  t o  a c t i v e l y  p r e s s  f o r  S t a t e  o w n e r s h i p  a t  t h i s  t i m e  
f o r  b o t h  t h e  t r a n s p o r t a t i o n  n e e d s  o f  t h e  S t a t e  a n d  t o  p r e s e r v e  
t h e  p u b l i c  s e r v i c e s  t h a t  t h e  R a i l r o a d  p r o v i d e s  i n  A l a s k a .

We l o o k  f o r w a r d  t o  c o n t i n u i n g  t h i s  i m p o r t a n t  d i s c u s s i o n  a n d  
a r e  h o p e f u l  i t  w i l l  l e a d  t o  i n c r e a s e d  S t a t e  s u p p o r t  f o r  t h e  
p a s s e n g e r  s e r v i c e  i n  t h e  c o mi n g  y e a r  a s  w e l l  a s  u l t i m a t e  
t r a n s f e r  of  t h e  R a i l r o a d  t o  S t a t e  o w n e r s h i p .  I f  I c a n  b e  o f  
f u r t h e r  a s s i s t a n c e  t o  y o u  o r  p r o v i d e  a d d i t i o n a l  i n f o r m a t i o n ,  
p l e a s e  l e t  me know.  B o t h  t h e  A l a s k a  R a i l r o a d  a n d  F e d e r a l  
R a i l r o a d  A d m i n i s t r a t i o n  s t a f f s  a r e  a v a i l a b l e  t o  m e e t  w i t h  a n d  
a s s i s t  S t a t e  o f f i c i a l s  i n  t h i s  r e g a r d .

Si  n c e r e l y ,

tfOHN M. SULLIVAN 
Admi n i s t r a t o r
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ISSUE: ALASKA RAILROAD OWNERSHIP AND OPERATIONS

The 63rd Congress passed an Act on March 12, 1914 which authorized 
the President to lo ca te , construct, and operate a ra ilr o a d  in  the 
T e rr ito ry  o f A laska. This was the beginning o f the Alaska R a ilro a d , an 
experiment by the federal government in  ra ilro a d  ownership and opera­
tions that has been carried  out over more than s ix  decades. The federa l 
government continues to own and operate the Alaska R a ilro a d .

The 1914 Act instructed the President that the r a ilr o a d  was:

" . . .  not to exceed in  the aggregate one thousand m ile s , 
to be so located as to connect one or more o f the open
P ac ific  Ocean harbors on the southern coast o f  A laska 
w ith  the navigable waters in  the in te r io r  o f A laska , 
and w ith a coa l f ie ld  or f ie ld s  as best to a id  in  the 
development o f the a g r ic u ltu ra l and m ineral o r  other" 
resources o f A laska , and the settlement o f the p u b lic  
lands there in  (emphasis added)

In la rge  measure the Alaska Railroad has ca rr ied  out the Congres­
s iona l mandate given in  it s  organic ac t . The Alaska R a ilroad  operates 
478 m iles o f s in g le  main l in e  track from the deep-water ports o f Seward 
and W h itt ie r  through Anchorage to Fairbanks, w ith branch lin e s  to E ie lson 
A ir  Force Base, Fairbanks In te rnationa l A irp o rt , Palmer, and the Suntrana 
coal f ie ld s  near Healy. The Railroad serves the a g r ic u ltu ra l communities 
in  the Matanuska V a lle y . The settlements along the A laska R a ilroad  
encompass the vast m a jo rity  o f the urban development o f Alaska and 
have come to be known as "The Rail be lt" .

At the time in  h isto ry  when the White Pass and Yukon Railway was 
constructed, around the turn o f the century, and a few years la te r  when 
the Alaska Railroad was b u i l t ,  the s itu a t io n  in  Alaslka was vast ly  
d if fe re n t  from current cond it ions . Alaska was almost t o t a l ly  undeveloped. 
There were v ir t u a l ly  no roads —  on ly t r a i ls  —  and no automobiles or 
trucks , no Marine Highway System, and the ra ilro ad s  were the on ly rea­
sonable transportation a lte rn a t iv e  to reach the in t e r io r  o f the t e r r i­
to ry . In sho rt , the ra ilro ad s  were a transportation  monopoly w ith 
e s se n t ia lly  no competing transportation modes.

In  a d d it io n , Anchorage d id  not e x is t  u n t il i t  was b u i l t  to house 
the ra ilro a d  construction crews on pub lic  ra ilro a d  property which was 
so ld to p r iv a te  in te re s ts . World-wide transportation  and communication 
were very slow and th is  fact minimized the need fo r  la rg e  m il it a r y  de­
fense in s ta lla t io n s  in  A laska. The p r in c ip a l economic a c t iv it ie s  in
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Alaska were f is h in g , hun tin g , tra pp in g , and prospecting . In d u s t r ia l iz a ­
t io n  was unknown and the economy was very b as ic , w ith  commerce re la ted  
to the major economic a c t iv it ie s . Only the most hearty and f i t t e s t  
survived the harsh c lim a t ic  existence .

Alaska today is  a s t a r t l in g  contrast to the cond it ions  and situa-- 
tions in  which the ra ilro a d s  were f i r s t  constructed. E a r ly  r a ilr o a d  
decis ions had a d r iv in g  force because ra ilro a d s  were the o n ly  reasonable 
land transportation  a lte rn a t iv e s  a t that tim e . Now, th a t fo rce has been 
reduced and changed to d e f in in g  the ro le  that ra ilro a d s  p la y  in  Alaska 
in  the context o f a to ta l transportation  system. R a ilroads  in  Alaska 
today must meet present market demand fo r  transportation  serv ices and 
define more c le a r ly  the services they can provide be tte r o r a t less 
cost than other modes in  the context o f Alaskan and Northwest Canadian 
development.

The ro le , market, and serv ice d e f in it io n s  o f ra ilr o a d s  in  Alaska 
at th is  time must be app lied  and evaluated in  the exam ination o f the 
ownership and operationa l cons iderations . This is  t ru e , not on ly  fo r 
the e x is t in g  ra ilr o a d  system, but a lso fo r any ra ilr o a d  expansion in ­
c lud ing  the frequently  diccussed l in k  to Canadian ra ilr o a d s  and through 
them to the continenta l United States.

In examining the Alaska Railroad ownership and operations a lte rn a ­
t iv e s , i t  is  essentia l that cons ideration .be given to the o ther major 
components o f the S tate 's  transportation system. Ports , barges , ships., 
the Marine Highway, p ip e lin e s  and the State Highway System are o f prime 
importance. Of le sse r importance re la t i\ e  to ra ilr o a d  use , develop­
ment, and operations are the a irp o rts  and a i r  serv ice ( f r e ig h t  and 
passengers). This la t t e r  transportation component is  extremely impor­
tant in  A laska . Its  primary re la t io n sh ip  to r a ilr o a d s , however, is  
more in d ir e c t , frequently  in vo lv in g  only fue l s u p p lie s .

R a ilroad investment dec is ions , by the federa l nnd state  governments, 
must be made w ith in  the framework o f other transpo rta tion  investment 
dec is ions . This is  e spec ia lly  acute re la t iv e  to ports and highways, 
both o f which have h is t o r ic a l ly  been pub lic  investment r e s p o n s ib i l it ie s . 
Governmental dec is ions regard ing port development, fo r  example, w i l l  
s ig n if ic a n t ly  impact upon r a i l  t r a f f ic  since a l l  f r e ig h t  inbound to 
Alaska or outbound from the State use port f a c i l i t ie s .  Thus, p ub lic  po rt 
investment dec is ions can e ithe r enhance or d iscourage r a i l  t r a f f ic  de­
pending upon the nature , extent, type , and scheduling o f po rt f a c i l i t ie s  
and se rv ices .

By the same token, highway development investment dec is ions a lso 
have important im p lic a t ions  on ra ilro a d  investments and ope ra tions .



For example, the George Parks Highway from Fairbanks to Anchorage, com­
pleted in  1971, c lo se ly  p a ra lle ls  the Alaska Ra ilroad between A laska 's  
two major c it ie s . The opening o f th is  highway s u b s ta n t ia lly  reduced the 
land transportation mileages thereby enabling trucks to p ic k  up cargo 
at the Port o f Anchorage and d e liv e r  i t  more econom ically to Fa irbanks . 
Therefore, the general pub lic  investment in  a highway d ive rted  t r a f f ic  
from the Alaska Railroad pub lic  investment. The extent o f  t r a f f ic  d iv e r  
s ion and an ana lys is  o f it s  economic impact in c lu d in g  the re s u lt in g  
increase o f pub lic  investment required on the Alaska R a ilro ad  is  cer­
t a in ly  beyond the scope o f services o f th is  p ro je c t . However, i t  is  
c lea r that substantia l d ive rs ion  d id  occur and has had longterm  im p lic a ­
tions on the changing ro le , func t ion , and f in a n c ia l aspects o f the 
R a ilroad .

A s im ila r  example may be found on the White Pass and Yukon Route 
between Skagway, Alaska and Whitehorse, Yukon. Funded by the Alaskan 
government and the federal government o f Canada, the Skagway to White­
horse Highway (known as the Klondike or Carcross Highway) was completed 
in  the la te  summer o f 1978. According to the Canadian Transport Com­
mission "Report o f Inqu iry  in to  the White Pass and Yukon Railway and 
Other Surface Transportation Services in to  and out o f the Yukon",, in  
it s  f i r s t  complete summer o f operation , th is  highway resu lted  in  the 
erosion o f twenty-eight thousand passengers from the White Pass and 
Yukon Route. Passenger revenues amount to 19% o f the ra ilw a y 's  to ta l 
revenues. The White Pass gene ra lly  carries about 60-70 thousand pas­
sengers per yea r. T ra ff ic  d ive rs ion  due to pub lic  investment in  a lt e r ­
native transportation modes is  obviously one important fa c to r in  r a i l ­
road finances .

I t  is  w ith in  th is  context that the Alaska Ra ilroad ownership and 
operation a lte rnat ives  must be examined.

At the time the Department of Transportation and Pub lic  F a c i l it ie s  
developed the Request fo r Proposals fo r th is  p ro je c t , the issue o f the 
ownership and operation o f the Alaska Railroad was less important than 
i t  has become during the pro ject development pe r io d . The a tten t ion  
given to th is  issue by the consultants has been s u b s ta n t ia lly  changed 
during the pro ject by mutual agreement between the consultants and the 
Department. This change in  emphasis has been necessitated by an in q u iry  
by the Federal Railroad Adm in istration , owners and operators o f The 
Alaska R a ilro ad , o f the State's in te rest in  the poss ib le  a c q u is it io n  o f  
the R a ilroad .



A d d it io n a lly , the Alaska L e g is la tu re 's  in te re s t in  the fe a s i­
b i l i t y  o f e s tab lis h in g  a r a i l  l in k  between the Alaska R a ilroad  and 
Canadian ra ilro a d s  and the continenta l ra ilro a d s  in  the Lower 48 states 
ra ises other s ig n if ic a n t  ownership and operational is su e s . These la t t e r  
issues inc lude such questions as : Who would own such a l in k ?  Who 
would have operationa l re s p o n s ib il it ie s ?  Is  there adequate t r a f f ic  
to cover operationa l costs? W ill there be a return on the c ap ita l in ­
vestment? I f  operationa l costs are not covered by revenue, who w i l l  
assume the re s p o n s ib il it y  fo r  the required subsidy? I f  an operationa l 
subsidy is  re q u ire d , how long w i l l  i t  be before a subsidy is  no longe r 
necessary? What are the im p lica tions  o f such a trans-Alaska/Canada 
r a i l  l in k  on the present sh ipp ing patterns re la ted  to the ports o f 
S ea tt le , Vancouver and others?

C lea r ly  these are important questions. I t  is  a lso  c le a r  that the 
scope, schedule, and f in a n c ia l resources o f th is  p ro jec t are inadequate 
to seek the essentia l answers to these questions.

I t  is  now the in ten t o f th is  p ro jec t to ra is e  key r a i l r o a d , p ub lic  
investment, and re lated  issues w ith in  the framework o f the p ro jec t re­
search ahd d e f in it io n a l ana lys is  that has been completed. The continuous 
r a i l  p lann ing process ou tlined  in  th is  pro ject report provides an 
approach which w i l l  enable the decision-makers in  Alaska and in  the 
federal government, in  cooperation w ith p rivate  in te res ts  and supported 
by an informed p u b lic , to have useful in form ation on which to base 
v it a l ra ilro a d  dec is ions .

In order to better understand the issue o f ownership and operation 
o f the Alaska R a ilro ad , i t  is  necessary to make some observations based 
upon work on th is  p ro je c t . These observations may be summarized as 
fo llow s :

1. There is  a strong dedication on the part o f o f f ic ia ls  and 
employees to the Alaska Ra ilroad and to an e ffe c t iv e  and 
e f f ic ie n t  operation .

2 . The e x is t in g  t r a f f ic  base fo r the Ra ilroad is  q u ite  small 
because o f the sparse Alaskan population and l im it e d  
manufacturing and in d u s t r ia l development.

3 . Natural resource development in  Alaskan o ffe rs  opportu­
n it ie s  fo r  s ig n if ic a n t ly  expanded r a i l  t r a f f ic .



4 . The Alaska Railroad has not in  the past had an e ffe c t iv e  
marketing program in  Alaska and in  the "lower 48". Recent 
steps have been taken, however, to strengthen the marketing 
program. Governmental ownership o f the A laska R a ilroad  
makes marketing d i f f ic u lt .  Some private  transpo rta tion  
companies perceive the Railroad as being u n fa ir  competition 
because o f pub lic  support fo r the R a ilro ad .

5. The Alaska Railroad has been la rg e ly  lim ite d  to the use 
o f pub lic  funds fo r cap ita l investments.

6 . Alaska Railroad o f f ic ia ls  must function w ith in  governmental 
crmstraints such as personnel procedures, procurement prac­
t ic e s , and pub lic  fund ing , lead ing  to time delays and fru s tra  
t i  on.

7. Most employees o f the Alaska Railroad are un ion ized p ub lic  
employees.

8 . Much o f the t r a f f ic  on the Alaska Railroad has h is t o r ic a l ly  
been fo r the m il it a r y . Although the Ra ilroad continues to 
have the capacity fo r m il it a ry  transport, the t r a f f ic  in  the 
la s t  decade or so has sh ifted  s ig n if ic a n t ly  toward p r iv a te  
fre ig h t  movement.

9. There are major questions regarding the land under the con­
tro l o f the Ra ilroad .' The land status is  uncerta in  i f  the 
Railroad were to be so ld .

10. The in s t it u t io n a l , accounting, and other arrangements be­
tween the Railroad and Alaska Hydro-Train, Yutana Barge Lines 
and others requ ire further examination and c la r i f ic a t io n .

11. The Alaska Railroad is  taking the necessary steps to improve 
it s  management o f real property, p a r t ia l ly  in  response to a 
General Accounting O ffice report. These management improve­
ments should increase the income from non-operating property
and provide more uniform rental agreements.

12. Rail passenger service on the Alaska Ra ilroad  needs care fu l
* eva luation re la t iv e  to the nature of the market and the

determ ination of subsidy sources. Service improvements are 
planned, but the need fo r subsidy even w ith  the improvements 
is  apparent.



F ii^ h e r  expalnation and observations may be found elsewhere In  
th is  report.

There are a t le a s t four major a lte rna t ives  fo r  ownership and 
operation o f the Alaska R a ilro ad : ( I )  fe d e ra l, (2 ) s ta te , (3 ) p r iv a te , 
and (4 ) combination o f pub lic  and p r iv a te . Obviously, there are numer­
ous va r ia t io n s  or combinations which could be exp lored . A comprehen­
s ive  in ve s t ig a t io n  and ana lys is  o f each o f these a lte rn a t iv e s  and the 
longterm im p lic a t ion s  are e s se n t ia l, but beyond the scope o f  th is  pro­
je c t .

Federal Ownership and Operation A lte rna tive

This a lte rn a t iv e  o f a continuation o f federa l ownership and opera­
t io n  is  the maintenance o f the status quo. Although th is  a lte rn a t iv e  
is  c le a r ly  the eas iest to implement since i t  requ ires no ac tion  by any­
one, i t  appears to be unsatis fac to ry . The recent in q u iry  by the Federal 
Ra ilroad Adm in istration o f the in te re s t o f the State in  acqu ir in g  the 
Ra ilroad is  evidence o f the federal government's d is s a t is fa c t io n  w ith  
the present s itu a t io n . In some ways i t  is  unfortunate that such an in ­
qu iry  was made w h ile  th is  pro ject was being undertaken. I f  the in f o r ­
mation re su lt in g  from the completion o f th is  pro ject had been a v a ila b le  
to the State before the federal d is p o s it io n  in q u iry  was made, Alaska 
decision-makers would have been better prepared to cope w ith  the issue .

Under the present s itu a t io n , the Alaska Ra ilroad cannot be operated 
as one would operate a p riva te  ra ilr o a d  fo r  s ix  basic reasons: (1 )
there is  no way to seek and be sure o f obta in ing  the much needed c a p ita l 
investment funds, (2) marketing e ffo rts  are d i f f ic u l t  because o f the 
competition issue , (3) ra ilro a d  management does not have the requ ired 
f l e x ib i l i t y  to make and be accountable fo r major d ec is io n s , (4 ) r a ilr o a d  
employees are unsure whether they work fo r a ra ilro a d  o r the federa l 
government, (5) the parameters o f r a i l  service in  Alaska have substan­
t i a l l y  changed from e a r ly  cond itions under which the R a ilro ad  was con­
structed (p rev ious ly  d iscussed), and there has not been a recent eva lua­
t ion  o f the current a p p l ic a b i l it y  o f the basic organic a c t , and (6) 
the Ra ilroad is  unable to be as responsive as i t  m ight be in  meeting 
the r a i l  service needs o f Alaska in  such a dynamic environment.

I t  is  poss ib le  to continue to have the federal government own and 
operate The Alaska R a ilro ad . Some improvements can be made under such 
circumstances, but the improvements w i l l  on ly  be m inor and w i l l  not in ­
clude major s h ifts  in  the responsiveness and operations o f the R a ilro ad .



State Ownership A lte rnative

Ownership o f the Alaska Railroad by the State o f A laska is  the 
second major a lte rn a t iv e . I t  would be possib le  fo r  the Sfcite to own 
and operate the R a ilro a d .; However, several factors seem to favor 
on ly State ownership and not State operation , i f  th is  a lte rn a t iv e  is  
se lected. Currently , there is  no in te re s t in  state ra ilr o a d  opera­
t io n s . The State does not presently have the experience, knowledge, 
or personnel required to operate the R a ilroad . In  a d d it io n , most o f 
the basic reasons why the Railroad cannot be operated under federal 
ju r is d ic t io n  as one would operate a p rivate  ra ilro a d  app ly equa lly  
to State operations. There would also be a tendancy fo r  p o l it ic a l 
involvement in  operational dec is ions . For these reasons, the con­
su ltants fo r th is  p ro ject do not consider operation by the State to 
be a v iab le  or reasonable a lte rn a t iv e . The d iscussion o f  th is  a lte rn a ­
tive  i s ,  therefore , confined to State ownership.

The State o f Alaska could take t i t l e  to the Alaska R a ilro ad . Be­
fore making such a commitment, however, i t  w i l l  be essentia l that le ga l 
counsel fo r the State c a re fu lly  examine the matter and determine the 
necessary procedures, cond it ions , and process fo r a c q u is it io n . Un­
doubtedly there w i l l  be many le ga l questions. One such question is  
the land issue , s p e c if ic a lly  re lated to the q u a lit y  o f the t i t l e  in  
l ig h t  o f the Alaska Native Claims Settlement Act o f 1971. For example, 
the Eklutna land decision c le a r ly  reserve the right-of-way and a l l  
areas used fo r ra ilro a d  operations. This dec is ion transferred  some $40 
m il l io n  or more in  potentia l p ro f its  from land to Eklutna from the R a i l­
road, thereby a ffec tin g  the d e s ir a b i l it y  of the property .

An a lte rn a t ive  to d irec t purchase by the State could be the se lec­
tion  o f the R a ilroad 's  land as a part o f the w ithdrawal by the State 
o f federal land under the Alaska Statehood Act o / 1958. I t  appears 
that acqu is it ion  through se lection by the State is  a v ia b le  a lte rn a t iv e  
i f  the State determines that acqu ir ing  the Alaska R a ilroad  is  in  it s  
best in te re s t .

State ownership o f ra ilro a d  rights-of-way has become much more 
comnon in  the la s t  few years , p a r t ic u la r ly  by states which have faced 
the loss o f r a i l  service due to ra ilro a d  bankruptcy. W h ile  state owner­
sh ip in te rest started in  the Northeastern United States because o f 
massive bankruptcies and abandonments, states in  the Midwest and other 
region? have more recently been faced w ith s im ila r  problems due p r im a r ily  
to the Milwaukee and Rock Is land  problems.



The ch ie f advantage to Alaska o f state ownership is  the contro l 
o f the Ra ilroad  and the more e ffec t ive  in te g ra t io n  o f ra ilr o a d s  as a 
s ig n if ic a n t  component o f  the State 's to ta l transportation  system. W ith 
state ownership, Alaska could not only p lan fo r  the in te g ra t io n  o f  i t s  
transportation  system among the p o rt , highway, barge and Marine Highway 
system, but more im po rtan tly , the State could more e a s ily  implement i t s  
transportation p lan s . As prev ious ly  pointed ou t , p u b lic  re s p o n s ib i l it ie s  
and state in te re s t a lready extends to the other transpo rta tion  modes so 
essentia l to the future o f the Alaska R a ilro ad . State ownership would 
provide the Governor, the L e g is la tu re , the Department o f  T ransportation 
and Public F a c i l it ie s ,  and other state agency decision-makers w ith  
the opportun ity to a c tu a lly  make and carry out major s ig n if ic a n t  c ap ita l 
investment dec is ions between transportation modes. This decision-making 
and f u l l  implementation re s p o n s ib il it y  re la t iv e  to transpo rta tion  could 
be e ffe c t iv e ly  used to re in fo rce  state p o lic ie s  on land  and natura l 
resource protection and development. In  th is  manner the State could 
assure loca l r a i l  service to those areas where i t  is  use fu l to s t im u la te  
a g r ic u lt u r a l , commercial, in d u s t r ia l , and resource development.

An operational agreement could be negotiated w ith  a s u ita b le  r a i l ­
road operator w ith the necessary conditions thereby assu ring  r a i l  users 
w ith the leve l and q u a lity  o f service the State wants and is  w i l l in g  
to finance .

I t  is  c le a r from exam ina t ion  o f the f in a n c ia l records o f  the R a il­
road that cap ita l and operating losses have occurred from time to time 
in  the past. The data a lso reveals the lik e lih o o d  o f a d d it io n a l lo sses . 
There is  evidence that revenue from the f r e ig h t  operations have been 
necessarily  used to subsid ized the passenger operations . I f  the State 
assumes the ownership and operational re s p o n s ib il it y  fo r  the A laska 
R a ilro ad , Alaska must be prepared to cover any fu tu re  c a p ita l and 
operating losses .

This approach would also s im p lify  the re la t io n sh ip  between the State 
and the federal government. The State is  q u a lif ie d  to rece ive federa l 
f in a n c ia l assistance under the 803 program o f the Ra ilroad  R e v ita liz a ­
tion  and Regulatory Reform Acf (4R Act) o f 1976 as amended unless the 
Railroad has increased t r a f f ic  o f a magnitude that prevents i t  from 
being considered a low density l in e .  The State re ta in s  the op tion  o f 
p a rt ic ip a t io n  in  the 803 program as long as i t  is  e l i g i b le .  Alaska 
srou ld c a re fu lly  evaluate the d i f f ic u lt ie s ,  tim e, cost, and federa l 
involvement in  considering p a rt ic ip a t io n  in  th is  Federal R a ilroad  
Adm in istration program. State p a rt ic ip a t io n  in  the 803 program requires



fo llow in g  FRA gu ide lin es  and obta in ing  plan and p ro je c t app rova ls .
I t  should be noted that th is  FRA program was designed to a s s is t  r a i l ­
roads, through the states , which were fac ing  Tine abandonments o f  
uneconomic and marginal branch lin e s  and not to accommodate system 
growth. I f  f u l l  advantage is  to be taken by Alaska o f i t s  opportun it ies  
fo r economic, a g r ic u lt u r a l , and resource development, r a i l  serv ice to 
areas not presently served remains an important cons ide ra tion  by the 
State.

I t  should be noted that there are federal funds a v a ila b le  fo r  
branch l in e  fu nd in g ,, redeemable preference shares, loans and other pro­
grams. A transfe r o f ownership from the federa l government to the 
State does not im pa ir funding e l i g i b i l i t y .  Arrangements would a lso  be 
necessary fo r  federal assistance through le g is la t io n  r e la t iv e  to employee 
benefits  fo r the current federal employees o f the R a ilro a d .

P rivate Ownership and Operation A lte rnative

Several years ago, the Federal Railroad A dm in is tration  expressed 
some in te re s t in  the trans fe r o f the Alaska R a ilroad  from fede ra l owner­
sh ip and operation to the p rivate  sector. At that time the State d id  
not have a Department o f Transportation and Public F a c i l i t ie s ,  the 
f in a n c ia l resources, or serious in te re s t 'in  State ownersh ip . Expression 
o f in te res t by ra ilro ads  in  the continental states were sought. Some 
private  companies d id  express an in te re s t in  the poss ib le  a c q u is it io n  
o f the R a ilro ad .

Those p rivate  companies that were most serious c a r e fu l ly  evaluated 
the t r a f f ic  (e x is t in g  and p o te n t ia l) , the cost o f a c q u is it io n  and 
operation , and the return on investment. Based upon th e ir  ana lyses , 
they decided that the return on th e ir  investment was in s u f f ic ie n t  to 
warrant the f in a n c ia l commitment.

Changes in  the t r a f f ic  base o f the Alaska R a ilroad  such as major 
coal export o r m ineral extraction and shipment could s in n if ic a n t ly  
change the economics o f the R a ilro ad . Such changes would make the 
Railroad more a ttrac t ive  to p rivate  investors .

This a lte rn a t iv e  must be viewed, however, from the S tate 's  per­
spective and not necessarily  from the p riva te  en te rp rise  v iew . There



are sound arguments as to why the p rivate  sector should a encouraged 
to own and operate the R a ilro ad . Obviously, the p rivate  sector is  much 
more experienced and knowledgeable in  ra ilro a d  ownership and opera tions . 
This p r iv a te  approach could p o te n t ia lly  expand the pub lic  tax base 
w h ile  m in im iz ing the necessity fo r  governmental employment increases. 
P rivate companies have more f l e x ib i l i t y  than pub lic  agencies in  the 
management o f a business en te rp rise . In a d d it io n , decisions can be 
made more ra p id ly  in  the p r iva te  sector than in  government.

I f  the Ra ilroad were p r iv a te ly  owned and operated, the ro le  o f the 
State o f  Alaska changes. The State could become the regu lato r and not 
the implementor. I t  w i l l  be more d i f f ic u l t  to assure the in te g ra t io n  
o f the ra ilr o a d  w ith other transportation  modes. Railroad expansion 
w i l l  be based upon a more s t r ic t  test o f return on investment, p r o f it ,  
and economic cons iderations .

The trade-off associated w ith  th is  a lte rn a t iv e  seems to be p r iv a te  
investment c a p it a l, know-how, experience, and a b i l i t y  to ra p id ly  re­
spond to changing markets and development in  exchange fo r State or federa l 
c o n tro l, implementation, pub lic  r a i l  se rv ice , po lic y  reinforcement, 
pub lic  funds, and transportation  system in te g ra t io n .

Public and Private Combination A lte rna t ive

The fourth a lte rn a t iv e  fo r the ownership and operation o f the Alaska 
Ra ilroad invo lves a combination o f pub lic  and p rivate  in te re s ts . Many 
poss ib le  va r ia t io n s  o f th is  a lte rn a t iv e  appear v iab le  depending upon 
the re la t iv e  ro le s , n ego tia t ions , compromises, and dec is ions . Since 
the a lte rn a t iv e  va ria t io ns  are almost endless, i t  seems appropriate to 
o u t lin e  one approach that i l lu s t ra te s  the p o s s ib i l it ie s  and serves as 
a po in t o f departure fo r d iscussion purposes.

For purposes o f d iscuss ion , i t  is  assumed that the pub lic  would 
own the land and f a c i l i t ie s .  The motive power, r o l l in g  stock, and 
equipment could be owned e ithe r p r iv a te ly  or by the p u b lic . Opera­
t iona l re s p o n s ib il it ie s  are assumed to be by the p rivate  sector.

One approacn w ith in  these parameters would be to have a Board 
o f D irectors appointed by the Governor (perhaps fo r staggered terms 
and confirmed by the Senate or n o t). The Board would be made up o f



businessmen and people knowledgeable about ra ilr o a d s . They could be 
paid a reasonable stipend fo r  serv ing and would be g iven th is  to ta l 
re s p o n s ib il it y  fo r  overs ight o f the property and the adm in is tra t io n  
o f the contract w ith the p riva te  operator. An example o f th is  type 
o f  approach is  the USRA Board created by federal le g is la t io n .

Consideration would have to be given to the to ta l number o f Board 
members. The re s p o n s ib i l it ie s , a u th o r ity , power and duties o f  the Board 
to rs . The re s p o n s ib i l it ie s , a u th o r ity , power and duties o f  the Board 
would have to be c a re fu lly  determined and a r t ic u la te d . I f  such a Board 
is  created, i t  seems appropriate to de lineate  it s  access to both pub lic  
and p r iva te  funds. C rea t iv ity  and innovation w i l l  be requ ired  in  the 
establishment o f such an e n t ity . Among the issues re q u ir in g  a tten t ion  
are the fo llo w in g : (1) operator incen tives , (2) source o f funds i f
subsidy is  requ ired , (3) f re ig h t  and passenger serv ice le v e ls  and re­
s p o n s ib i l it ie s , (4) labo r p rov is ions , (5) maintenance re s p o n s ib i l it ie s  
and fund inc , (6) re s p o n s ib ility  fo r l i a b i l i t y ,  (7) natura l d is a s te r 
recovery, (3) equipment and f a c i l i t y  acqu is it io n  and d is p o s it io n , (9) 
in d u s tr ia l development and property management r e s p o n s ib i l it ie s , (10) 
accountab ility  (to whom and when) and (11) in s t it u t io n a l re la t io n sh ip s  
w ith marine owners and operators. This l i s t  is  i l lu s t r a t iv e  and not 
exc lus ive .

The advantages o f pub lic  ownership o f the land and improvements 
are numerous. The problem o f land ownership disputes would be m in i­
mized. There would be no problem o f recovery o f federal o r state  
funds expended on l in e s  which were discontinued before the e xp ira t io n  
o f th e ir  useful l i f e .  Public powers could be used, i f  necessary, 
fo r expansion o f the ra ilro a d  system. The Railroad could more e ffe c­
t iv e ly  be integrated in to  the State's to ta l transportation  system, 
system.

Private operations w ith incentives fo r  excellence a lso  has advan­
tages. I t  enables the ra ilro a d  operations to be carried  out by people 
w ith, re levant experience, t r a in in g , and c a p a b ilit y . Marketing could be 
conducted in  the way i t  is  carried out w ith in  the p r iva te  sec to r. Rail 
service requirements could be incorporated into the operationa l agree­
ment and the users and pub lic  could be assured that serv ice is  at a 
proper leve l by enforcement o f the requirements. A reasonable p r o f it  
leve l needs to be achievable by the operator.

The pub lic  and private  combination appears to be one v ia b le  a lte rna  
t ive  fo r the Alaska R a ilro ad .
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ISSUE: RAILROAD EXPANSION IN ALASKA

For a t le a s t the la s t  twenty yea rs , there has been serious discus­
s ion about the poss ib le  expansion o f ra ilro ad s  in  A laska. Many studies 
have been conducted, presented, and discussed. And yet both the Alaska 
Ra ilroad and the White Pass and Yukon Railway are e s se n t ia lly  the same 
system as they were when constructed. R a ilroad expansion in  Alaska con­
tinues to be a s ig n if ic a n t  issue .

This p ro je c t , as a part o f Alaska Ra il P lanning Program, was never 
intended to inc lude another ana lys is  o f ra ilro a d  expansion in  A laska. 
Rather, the report describes the background and major issues and p o lic ie s , 
so essentia l to decision-making by the State o f A laska , the federal 
government, and p r iva te  ra ilro a d  and transportation in te re s ts .

The issue o f  Alaskan ra ilro a d  expansion has four p r in c ip a l in te r­
re lated  and inseparab le elements. These elements must be c a re fu lly  con­
sidered p r io r  to an expansion dec is ion . F a ilu re  to make a c lea r deter­
m ination and statement re la t iv e  to each element w i l l  l ik e ly  re su lt  in  
short-term and long-term implicatons fo r a l l  the people o f A laska. The 
four major elements re lated  to the Alaskan ra ilro a d  expansion issues 
a re : (1) purpose o f the expansion, (2) tim ing of the expansion* (3) 
cost, and (4 ) re s p o n s ib il it y  o f the expansion and the continu ing responsi­
b i l i t y  o f ra ilro a d  operation a fte r construction is  completed.

The purpose o f any ra ilro a d  expansion needs to be lo g ic a l ly  thought 
out and then a rt ic u la te d  as an a ff irm a t iv e  po lic y  statement o f the 
State o f A laska . I f  there were la rge  markets fo r products that were 
manufactured o r produced in  A laska ,o r i f  there were markets w ith in  Alaska 
fo r products, from other areas and these products were su itab le  fo r 
shipment by r a i l  ( i . e .  la rge  volumes, heavy, substantia l d istance , con­
tinuous f lo w ) , the purpose o f ra ilro a d  expansion to meet the market 
demand would be c le a r . I t  is  obvious that these conditions do not e x is t 
in  Alaska at th is  time.

Coal and m inera ls appear to be the most lo g ic a l po tentia l Alaska 
products fo r  r a i l  shipments. The discussion re la t iv e  to these natural 
resources products and th e ir  development may be found in  a previous 
section o f th is  report.

Purpose
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A second l in e  o f reasoning ind icates that i f  ra ilr o a d  lin e s  are 
extended, development to support them w i l l  fo llo w . In  r e a l i t y  the in t e r ­
re la t io n sh ip  between ra ilro a d  expansion and supporting development is  
more complex than the above statement in d ic a te s .

In  examining th is  issue i t  is  important to acknowledge tha t r a ilr o a d  
construction is  very expensive, e spec ia lly  in  A laska . High c ap ita l con­
struction  cost requires a high volume o f revenue t r a f f ic  i f  there is  to 
be a reasonable return on the construction investment.

Railroads are abso lute ly  dependent upon h igh  t r a f f ic  volumes and 
have the capacity to carry these high volumes. For example, a s in g le  
t ra in  can carry cargo in  the range o f 4,000-8,000 tons . I f  one t r a in  
runs each day o f the year, the volume carried  would be on the order o f  
1.5 to 3 .0  m il l io n  tons annua lly —  one way. Obviously, several t ra in s  
in  each d irec t io n  can be phys ica lly  moved over the tracks each day.
Unit coal tra ins  from Wyoming through Colorado to Texas, fo r  example, 
number more than 20 tra in s  per day and may soon run as h igh as 56 tra in s  
per day.

The Alaska Railroad is  c la s s if ie d  by the Federal R a ilroad  Adm in istra­
tion  as a "low density" ra ilro a d  since i t  carries  less than 3 m i l l io n  
gross tons per year. In 1978 The Alaska Railroad ca rr ied  2 .2  m i l l io n  
fre ig h t  revenue tons and in  1979 the tonnage ca rr ied  was down to 1 .8  
m il l io n  tons.

I t  seems c lear that the construction of the Alaska R a ilro ad , w h ile  
p rov id ing a very important se rv ice , has not resu lted in  s t im u la t in g  t re ­
mendous economic development conmensurate w ith it s  t r a f f ic  transpo rt ing  
capacity .

Another example o f high expectations, that b u ild in g  a r a ilr o a d  w i l l  
autom atica lly  stimulate needed economic development but w ith  d isappo in t­
ing re su lts , is  the experience w ith the B r it is h  Columbia Railway. In  a 
report by the Royal Commission on the B r it is h  Columbia R a ilw ay , "An 
Interim  Report on the Future o f the Fort Nelson Extension", dated December 
1977, the fo llow ing  statement is  made:

" . . .  The Fort Nelson Extension shout a never have been 
b u i l t ;  i t  was b u i lt  however, and th is  is  the r e a lit y  
w ith which we must now d e a l.

The question which faces the Provence, and on 
which the Commission must adv ise , is  whether to r o l l  
i t  up, and w rite  i t  o f f ,  o r spend massive sums over 
the next three years to make the l in e  se rv iceab le . In



between l ie s  the p o s s ib i l it y  o f f i r s t  a id  treatment ~  
the a p p lic a t io n  o f  bandaids, w ith  the u lt im ate  d ispo­
s it io n  postponed. I f  the l in e  is  kept in  se rv ice , 
there is  no expectation i t  can cover even it s  operating 
costs in  the forseeab le fu tu re , leave alone pay any 
pa rt even o f the in te re s t on money borrowed fo r  it s  re­
construction o r temporary re p a ir  . . . "

Ev iden tly  not enough development fo llow ru  the ra ilro a d  extens ion , 
completed in  1971, to make the ra ilro a d  econom ically v ia b le . The l in e  
cost about $70 m il l io n  o r ig in a l ly  and needs another $36 m il l io n  fo r  re­
construction . As o f 1977, they were lo s in g  $33 m il l io n  a year ju s t  in  
operating cost. This is  s u b s ta n t ia lly  more than (almost tw ice) the 
tota l revenue from fre ig h t  on the Alaska Railroad in  1979. As a re s u lt  
o f th is  s itu a t io n  on the B r it is h  Columbia Railway, the board o f d irec to rs  
has requested an open ended subsidy fo r  the ra ilro a d  to cover a l l  future  
annual expenditures and operating losses .

The purpose o f reporting these facts is  not to ind ic a te  that r a i l ­
roads are unimportant in  A laska, but rather to show the importance o f 
c le a r ly  determ ining the purpose o f any proposed ra ilro a d  expansion and 
to evaluate r e a l is t ic a l ly  the im p lica tions  o f such expansion, p r io r  to 
major p ro ject commitments.

Timing

The tim ing  o f ra ilro a d  expansion is  a lso  c r i t ic a l .  I f  the State o f 
o f Alaska were to expand the Alaska R a ilro ad , la y in g  aside a l l  re la ted  
issues , the expansion should be timed in  such a way that f u l l  advantage 
would be taken o f development which would generate r a i l  t r a f f ic .  The 
tim ing element is  extremely c r it ic a l and yet very complex and d i f f i c u l t .  
The scheduling o f  new ra ilro a d  construction frequently  requires several 
years of p re lim ina ry  work in c lu d in g  the des ign , lo c a t io n , f in a n c in g , and 
ther actual construction . The lead time necessary fo r  ra ilro a d  construc­
tion  may be several years .

Since the development o f natural resources o ffe rs  the greatest poten 
t ia l  fo r  r a i l  t r a f f ic ,  ra ilro a d  expansion should co inc ide w ith such re­
source development. Private enterprise  w i l l  be the most l ik e ly  resource 
developers. This poses an in te re s t in g  challenge —  f in d in g  out when and 
where such development w i l l  occur in  time to permit the proper schedul-



ing o f ra ilro a d  construction . The r a i l  p lann ing process should inc lude  
a mechanism fo r  le t t in g  potentia l resource developr.«ent management know 
o f the S tate 's in te re s t in  p rov id ing  r a i l  transportation  and o ther needed 
transportation f a c i l i t ie s  and serv ices .

In  summary, the State o f Alaska should c a re fu lly  cons ider the tim ­
ing element w ith in  the ra ilro a d  expansion issues.

Cost

Cost considerations are another o f the v it a l elements re la ted  to 
ra ilro a d  expansion. The costs have two facets : construction o f  the 
ra ilro a d  expansion and the cost o f operations a fte r  completion o f con­
struc t io n . The former, although not easy to estim ate , is  u s u a lly  e as ie r 
to obta in than the la t t e r  estimates. Alaska has construction experience, 
but no ra ilro a d  operational experience. I t  is  a lso  a r e a l i t y  that 
governments gene ra lly  are more fa m il ia r  w ith la rge  p u b lic  works pro jects 
which are h igh ly  v is ib le  and e as ily  recognized. The more d i f f i c u l t  are 
the operational costs since they frequently invo lve  in ta n g ib le s  such as 
la b o r , ra tes , fue l costs, pension programs, marketing e f fo r tc , and the 
1 i ke.

Operational costs are a lso  d i f f ic u l t  to estimate because they are 
affected by decis ions beyond the control o f the governmental construc­
t io n  agency. For example, p r ivate  shippers make the dec is ion  on how and 
when to use r a i l  services or perhaps, to ship by truck i f  th a t a lte rn a­
t iv e  is  a v a ila b le .

A r a ilr o a d , re ly in g  on a natural resource sh ip pe r , is  la r g e ly  depen­
dent upon that sh ipper locating  a su itab le  market fo r  h is  products.
This is  c e rta in ly  beyond the control o f the ra ilr o a d . And y e t , i f  re­
source products make up a substantia l part o f the revenue t r a f f ic  base, 
the loss o f that sh ipper's  market can have a noticeab le adverse impact 
upon the operating cost o f the r a ilr o a d . Such a loss o f revenue may 
re su lt  in  governmental subsidy i f  the pub lic  investment in  the ra ilr o a d  
is  to be protected. An example is  the loss o f the asbestos t r a f f ic  by 
the White Pass and Yukon Railway.

The ra ilr o a d  s itu a t io n  fo r the State is  somewhat analogous to the 
urban conrounity experience in  pub lic  t ra n s it  whereby the c ap ita l improve­
ment funds fo r  buses or other equipment from the fede ra l government is



re la t iv e ly  easy to o b ta in , but the subsidy requirement in c lu d in g  the 
operation and maintenance o f that equipment increases geom etrica lly . 
Subsidy fund ing is  a lso more d i f f ic u l t  to o b ta in , lo c a l ly  or from the 
federal o r state government.

A care fu l assessment should be made by the State o f Alaska o f any 
ra ilro a d  expansion cap ita l improvement costs and o f the long term opera­
t io n a l costs which may be incurred i f  the expansion is  made. State 
decision-making o f f ic ia ls  w i l l  want to evaluate both cap ita l and opera­
t io n a l costs before making a ra ilro a d  expansion dec is ion .

Responsi b i1i ty

The f in a l major element in  the consideration o f the ra ilr o a d  expan­
sion issue is  the assignment o f re s p o n s ib il it y  fo r  construction , owner­
sh ip and operations .

I t  appears important fo r a dec is ion on ra ilro a d  expansion to be made 
a fte r the dec is ion on the ownership and operations o f the Alaska R a ilroad .
I f  the ownership and operations o f The Alaska Railroad remains the re­
s p o n s ib il it y  o f the Federal R a ilroad A dm in is trat ion , then i t  would be 
lo g ic a l fo r  the expansion to also be a federa l re s p o n s ib il it y . On the 
other hand, i f  the State or a p r iva te  enterprise  were to assume the responsi 
b i l i t y  fo r the Alaska R a ilro ad , then the expansion re s p o n s ib il it y  might 
w e ll be given to the new owners.

I t  is  poss ib le  fo r  the federal government to re ta in  ownership and 
operational re s p o n s ib il it y  fo r the Alaska Railroad and fo r  the State o f 
Alaska to assume the expansion re s p o n s ib il it y . Under these circumstances 
the State w i l l  want to seek and obta in  an agreement fo r  the operations , 
maintenance, and marketing o f r a i l  service and f a c i l i t ie s  on the ra ilro a d  
expansion 1in e s .in c lu d in g  possib le  federa l re s p o n s ib il it y . F a ilu re  to 
obta in such agreement in  advance o f consturciton could p o te n t ia lly  re su lt  
in  a ra ilro a d  l in e  w ithout an .operator.

This element o f the ra ilro a d  expansion issue requires the compila­
tion  and ana lys is  o f substantia l data on which to make an in t e l l ig e n t  
and lo g ic a l dec is ion on the assignment o f the construction and opera­
t io na l re s p o n s ib il it y  fo r ra ilro a d  expansion l in e s .



* * * * *

The issue o f r a ilr o a d  expansion in  Alaska is  not new no r is  i t  de­
vo id o f  previous study. The research on th is  p ro je c t has lo c a ted  a t  
le a s t  th irteen  studies or surveys re lated  to th is  is s u e . In  a d d it io n  
the Alaska Leg is la tu re  in  it s  1980 session passed a re s o lu t io n  request ing  
the L e g is la t iv e  Council to conduct: "(1) a cost b e n e f it  a n a ly s is  o f a
proposal to construction a r a i l  l in e  from Fairbanks to  the Canadian 
border; and (2) a cost bene fit ana lys is  o f any other A laska r a i l  l in e  
construction which may be proposed by the L e g is la t iv e  Council . . . ” 
(emphasis added). The L e g is la t iv e  Council report is  to  be presented to 
the F irs t  Sess ion .o f the Twelfth Leg is la tu re  w ith in  10 days o f  the date 
i t  convenes (January 1981).

A l i s t  of previous ra ilo ra d  expansion and re la te d  reports fo llo w s  
in  E xh ib it  V- l, "Railroad Expansion Studies and Reports". A rev iew  o f  
these documents ind icates that in s u f f ic ie n t  a tte n t io n  has been g iven  
.to date to the operational and potentia l t r a f f ic  aspects , as w e ll 
as the purposes, t im in g , and assignment of r e s p o n s ib i l it ie s -  The costs 
'inc luded in  a number o f  these reports w i l l  requ ire  updating  to accu ra te ly  
re f le c t  the changes that have occurred and current ir r f la t io n ,  energy , 
and re lated  fac to rs .
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T H E  E C O N O M Y

The Alaskan economy, at a low level follow ing 
completion of the trans-Alaska oil pipeline, 
contracted still further during 1979. Construction was 
down, vacancy rates fo r single family rental units 
reached 25 percent in Anchorage, and the State 
population dropped by several thousand persons. 
Uncertainty over the Alaska lands issue has caused 
corporations to defer capital investments in the State. 
Alaska, as it enters the 1980's, remains an 
underdeveloped area.

The construction o f a 4,800-mile natural gas 
pipe line from Alaska's North Slope is an increasingly 
likely prospect and would be the principal stimulant 
o f the economy in the 1980's. Because Alaska is rich 
in natural resources other than petroleum, there are 
other possibilities for expanding Alaska's economic 
base. These include copper and coal mining, fishing 
and seafood processing, forestry products, and 
hydropower. In the near term, the State, using its 
surplus o il revenues, is expected to increase the 
funding of capital improvement projects in 1980. 
Tourism, up 10 percent in 1979, continues to grow; 
and commercial fishing, up 20 percent over 1978, also 
promises to grow rapidly as the offshore-bottom 
fishing industry develops.

In years past, tra ffic and revenues on The Alaska 
Railroad have risen and fallen with the Alaskan 
economy, and this pattern w ill continue. Because 
there is no manufacturing activity in Alaska, and no 
immediate prospects fo r its development, the 
Alaskan economy w ill continue to fluctuate 
throughout the 19U0's. Alaska Railroad financial 
results during the decade w ill reflect these 
fluctuation.-.

T H E  R A I L R O A D

Fiscal year 1979 saw a continuation of the decline 
in freight traffic (Table I) that began in 1977 follow ing 
the completion o f the trans-Alaska oil pipeline. All 
major commodities hauled in FY 1979 dropned from 
FY 1978 (Table II); as in FY 1978, the largest decline 
was in petro leum products because the refinery 
located near Fairbanks increased its bulk petroleum 
market share and thereby lessened tho surrounding 
area's dependence on shipments via the Railroad. If 
the anticipated construction activity increases and an 
export coal movement is started, FY 1980 should 
reflect a modest upturn in freight traffic. No 
substantial gains are expected in the long-haul traffic 
to Fairbanks, however, un til the gas pipeline project 
begins.

Non-fre ight revenues increased, led by 
passenger revenues which were up 35 percen t.. Ion- 
operating revenues were up 26 percent; and other

operating revenues increased 3 percent— from $3.3 
m illion to $3.4 m illion. Total expenses were reduced 
almost $2 m illion; but revenues primarily reflecting 
the drop in freight traffic declined by nearly $4 
m illion. These losses were incurred despite a 14- 
percent reduction in employment. Increased labor 
costs and material prices tended to offset the 
personnel reductions and the higher tariffs.

TABLE I: RAILROAD STATISTICAL HIGHLIGHTS

ITEM 1979
FY

1978
FY

%
CHANGE

Total Revenues
(million $) 25.2 T - 13.4

Total Expenses (million $) 31.8 - 5.5
Gain (Loss) (million $):

Before Depreciation
(gross) (3.4) (1.3) -151.8

After Depreciation (net) (6.6) (4.5) - 45.3
Capital and Major

Maintenance Program
(million $) 9.4 3.6 +161.1

Average No. Employees 648 753 - 13.9
Fi eight:

Revenue (million $) 18.2 23 - 21
Revenue-Tons Carried

(million) 1.8 2.2 - 16.9
Revenue Ton-Miles

(million) 257 330 - 22.1
Revenue per Ton-Mile

(cents) 7.1 7 + 1.4
Average Distance

Carried (miles) 142 152 - 6.6
Carloads Handled 36,499 40,557 - 10

Total Train-Miles
(thousand) 370 375 - 1.4

Passengers:
Revenue (million $) 1.6 1.2 + 35.3
Miles (million) 13.8 12 + 15.5

Gross Ton-Miles (million) 878 915 - 4.8



TABLE II: FREIGHT TRAFFIC BY COMMODITY

COMMODITY 1979
FY

1978
FY

%
CHANGE

Revenue Tons Carried
(thousand):
Sand & Gravel 637.5 727.2 -12.3
Coal 523.9 593.3 -11.7
Manufactures & Misc. 276.9 307.8 -10.0
Petroleum, Oil,

Lubricants 219.b 373.9 -41.3
TOFC/COFC

(Piggyback) 88.7 99.5 -10.9
Products of Forests 55.2 67.8 -18.6
Products of Agriculture 7.1 8.2 -13.4

Total Tonnage 1,808.9 2,177.7 -16.9

Revenue Dollars
(thousands):
Sand & Gravel $ 1,009 S 972 + 3.8
Coal 3,207 3,507 - 8.6
Manufactures & Misc. 6,738 8,413 -19.9
Petroleum, Oil,

Lubricants 3,877 6,362 -39.1
TOFC/COFC

(Piggyback) 2,327 2 484 - 4.4
Products of Forests 886 1,231 -28.0
Products of Agriculture 114 72 +58.3

Total Revenue $18,158 $22,991 -21.0

The Railroad’s working ratio (expense/revenue, 
excluding depreciation) was 123 percent, up from 110 
percent in FY 1978. Although expenses of all three 
operating departments— Transportation,
Engineering, and Mechanical— were $2 m illion less 
than expenses incurred in FY 1978, the 21-percent 
drop in freight revenues more than offset the 
economies.

The FY 1979 breakdown of revenues and 
expenses by percentages is shown in Figure 1. Freight 
revenues constituted 72 percent of total revenues, 
with the remaining 28 percent accruing from other 
than freight movements.

The capital and major maintenance program 
ro je sharply because of the $6.3 m illion ( 1
appropriation by Congress for repairs to the 
Railroad’s Seward and Whittier dock facilities.

Table III shows revenues, expenses, gains 
(losses), and cash flow for each quarter of fiscal years ^ 
1978-79. It reflects the declines in traffic which occur , 
during the w inter months, and the increases which 
occur during the summer months.

Although expenses are closely controlled and \ 
monitored, the Railroad w ill probably not show a 
profit until the construction equipment and material ' 
for the natural gas pipeline start tc move into Alaska.

TABLE III: QUARTERLY FINANCIAL RESULTS 
FISCAL YEARS 1978-79 

(M illioai dollars)

QUARTER REVENUE FXPENSE

FY 1978:
1 $ 7.1 $ 8.9 $(1.8) $(1.0)
2 5J 8.3 (2.6) (1.8)
3 7.1 8.4 (1.3) (0.5)
4 9-2 8.0 1.2 2.0

Total Oct. 1977-
Sept. 1978 $29.1 $33.6 $(4.5) $(13)

FY 1979:
1 $ 5.4 $ 7.9 $(2.1) $(1.7)
2 5.7 7 (2.0) (1.2)
3 6J7 6 2 (1.5) (0.7)
4 7.4 8.0 (0.6) 0.2

Total Oct. 1978-
Sept 1979 $25.2 $31.0 $(6.6) $(3.4)

The Railroad is taking active measures to reduce 
expenses further while continu ing essential service 
to the public. Rising costs w ill continue to have a 
detrimental effect on the financial situation in FY 
1980. The perennial deficits from passenger service 
w ill be offset in FY 1980 by an agreement recently 
signed by the Railroad and the State to cover losses 
associated with the W hittie r shuttle service, and by a 
Federal appropriation which included $1.5 m illion 
for the Ancnorage-Fairbanks passenger service.

To build community and shipper awareness of 
the Railroad, the Railroad, w ith the support of the 
State and the numerous communities long the 
Railbelt, celebrated Alaska Railroad Week from 
September 10 through 16. The fo llow ing noteworthy 
events took place: the Railroad ran special trains; a 
poster was produced; officials gave speeches; an 
Anchorage newspaper prepared a special section on 
the Railroad; the Anchorage museum presented an 
exhibit; and communities sponsored a variety o f s  
special events.

Since the Government o f the State o f Alaska has 
substantial surplus funds because of the growth of oil 
revenues, the Federal Government believes that 
ownership of The Alaska Railroad should be w ith the 
State Government. The Federal Government believes 
that The Alaska Railroad exists primarily tor the 
benefit of the residents and shippers in Alaska; they 
need and deserve a much Larger voice in determ ining 
the role that they want the railroad to play.
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F i n a n c i a l

The fo llow ing four financial statements (Tables V 
through VIII) describe the financial situation of The 
Alaska Railroad.

TABLE V: STATEMENT OF INCOME 
FISCAL YEARS 1978-79 
(Thousand dollars)

CATEGORY 1979 1978

Operating Revenues (Note 3):
Freight $18,158 $22,991
Passenger 1,564 1,156
Other (Note 17) 3,378 3.293

$23,100 $27,440

Operating Expenses (1) (Note 4):
Maintenance of Way & Structures (Note 5) $ 5,235 $ 6,154
Maintenance of Equipment 7,845 8,576
Transportation 11,821 12,123
Traffic Management 470 421
Incidental 1,937 1,889
General and Administration (Note 6) 4,256 4,249

$31,564 $33,412 ,
Income (Loss) from Operations (8,464) (5,972)

N jn-operating Properties (Note 18):
Income (2) 2,081 1,651
Less Expense (1) 204 213

Net 1,877 1,438

Net Gain (Loss): .
Less Extraordinar. jm : $(6,587) $(4,534)

Deferred Outlays (Note 7) 40 543

Adjusted Net Gain (Loss) $(6,627) $(5,077)

(1) Depreciation included in Expenses (Note 8) $ 3,219 $ 3,196

(2) Income foregone because of PL 95-611 delaying implementation of fair
market value rents $ 300

Notes follow Table VIII.



F i n a n c i a l

The fo llow ing four financial statements (Tables V 
through VII!) describe the financial situation of The 
Alaska Railroad.

TABLE V: STATEMENT OF INCOME 
FISCAL YEARS 1978-79 
(Thousand dollars)

CATEGORY 1979 1978

Operating Revenues (Note 3):
Freight $18,15b $22,991
Passenger 1,564 1,156
Other (Note 17) 3,378 3.293

$23,100 $27,440

Operating Expenses (1) (Note 4):
Maintenance of Way & Structures (Note 5) $ 5,235 $ 6,154
Maintenance of Equipment 7,845 8,576
Transportation 11,821 12,123
Traffic Management 470 421
Incidental 1,937 1,889
General and Administration (Note 6) 4,256 4,249

$31,564 $33,412 ,
Income (Loss) trom Operations (8,464) (5,972)

Non-operating Properties (Note 18):
Income (2) 2,081 1,651
Less Expense (1) 204 213

Net 1,877 1,438

Net Gain (Loss): .
Less Extraordinary Item: $(6,587) $(4,534)

Deferred Outlays (Note 7) 40 543

Adjusted Net Gain (Loss) $(6,627) $(5,077)

(1) Depreciation included in Expenses (Note 8) $ 3,219 $ 3,196

(2) Income foregone because of PL 95-611 delaying implementation of fair
market value rents $ 300

Notes follow Table VIII.
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TA B L E  V I:  B A L A N C E  SH EET  
S EP T EM B ER  30, 1978-79 

( T h o u s a n d  d o lla rs )

CATEGORY 1979 1978

Assets:
Current Assets:

Cash (Note 9) $ 5,225 $ 5,714
Trust and Deposit Funds (Note 10) 63 87
Accounts Receivable 6*791 9,724
Materials and Supplies (Note 11) 6^39 607B
Prepaid Expenser. 83 —

$ 18001 $ 22,103
Properties:

Land (Note 12) 618 433
Buildings 12089 12,151
Roadway Structures &. Facilities 110089 108,828
Equipment 41030 40,926
Non-operating Property 0932 3,542

Total Properties 168J958 165,880
Less Accumulated Depreciation: 49087 46,766

Properties—Net 119071 119,114
Additions and Betterments in Progress (Note 13) 11059 7,305

131,130 126,419
Other Assets and Deferred Charges 1,7418 1,743

Total Assets $151079 $150,265

Liabilities & Proprietary Interest of the U.S. Governmen': '
Current Liabilities: $ 1,615 $ 1,607

Accounts Payable 1025 1,468
Accrued Payrolls Payable 63 87
Trust and Deposit Funds (Note 10) 3*003 3,162

Provision for Employees Annual Leave (Note 14) «2) 1,108'
Other Liabilities and Unadjusted Credits 936 1,234
Total Liabilities 3,937 5,504

Proprietary Interest (Note 15):
Net Investment 167,603 158,294
Retained Earnings from July 1, 1954 (13034) (8,456)
Current Year Operating Results (6,627) (5,077)
Total Proprietary Interest (Note 15) 147,412 144,761
Total Liabilities and Proprietary Interest

$151079 $150,265
.. . . . --------------

Notes follow Table VIII.



TABLE VII: STATEMENT OF CHANCES IN FINANCIAL POSITION 
FISCAL YEARS 1978-79 
(Thousand dollars)

FUNDS 1979 1978

Funds Were Provided by:
Revenues and Other Receipts $ 25,290 $ 29,135
Appropriations from Congress (Note 16) 9,300 3,000

Total Funds Provided 34,590 . 32,135
Funds Were Used for:

Labor 22,138 23,713
Other 5,445 4,356
Capital Improvements & Replacements 8,181 5,823

Total Funds Used 35,764 33,892
Increase (Decrease) in Government Equity (1,173) (1.757)

Other Increases (Decreases):
Undelivered Orders (705) (2,176)
Supplies and Materials (157) 210
Properties 4,711 2,066
Other 5 (236)

Total, Other 3,854 (136)
Total Increase (Decrease) in Government Equity $ 2,681 $ (1,893)

Proprietary Interest:
Beginning Balance $144,761 $146,654
Increase (Decrease) 2,681 (1,893)
Ending Balance (Note 15) $147,442 $144,761

Notes follow Table VIII.



TABLE V III: FIVE-YEAR CONDENSED SUMMARY OF OPERATIONS 
FISCAL YEARS 1975-79 
(Thousand dollars)

CATEGORY 1979 1978 1977 TQ
(Note 2)

1976
JUNE 30 1975

Operating Revenues $23,100 $27,440 $73,376 5 9,737 552 517 $41,416
Operating Expenses 31,564 33,412 35.727 11,129 49,406 36,208
Income from Operations (8,464) (5,972) (2,351) (1,392) 3,111 5,208
Non-operating Properties 

(Note 18):
Income 2,081 1,651 1,646 314 1,161 871
Expense 204 213 255 35 191 272

Non-operating Gain (Loss) 1,877 1,438 1,391 279 970 599
Net Gain or Loss $ (6,587) 5(4,534) 5 (960) 5(1,113) S 4,081 $ 5,807

Less Extraordinary Item:
Deferred Outlays (Note 7) 40 543 809 917 1,038 —

Adjusted Net Gain (Loss) $(6,627) 5(5,077) 5(1,769) 5(2,030) 5 3,043 $ 5,807
Operating Ratio 136.64% 121.76% 107.04% 114.30% 94.08% 87.43%
Working Ratio

(Excludes Depreciation) 122.71% 110.12% 97.69% 107.02% 89.26% 81.66%

^ ^ o t e s  follow Table VIII.

N O T E S  T O  F IN A N C IA L  STA TEM EN TS

1. S u m m a r y  o f  S ig n i f i c a n t  
A c c o u n t i n g  P o l i c ie s

The Alaska Railroad utilizes generally accepted 
principles, standards, and related requirements of 
governmental accounting as approved by the 
Comptroller General of the United States.
Operations are conducted in a manner consistent 
with related commercial enterprises and, at the same 
time, in conformance with the requirements 
incumbent upon a Government agency.

In accordance with the customary practice of the 
industry, the Railroad uses betterment and retirement 
accounting instead of depreciation accounting for 
roadbed and track. Under this concept, prescribed 
by the Interstate Commerce Commission, the cost of 
replacing track structure— less salvage recovered— is 
charged to the appropriate operating expense 
account and only the cost of betterments is 
capitalized. The amounts capitalized are not 
depreciated; but, upon retirement of track structure, 
the entire amounts capitalized— less salvage 
recovered— are charged to expense.

The accounting system and related procedures 
ifcdose financial condition and operating results to 
JB ™ de full acountability of the Government's 
investment in the Railroad and to afford 
management the necessary data to carry out its 
responsibility in the most efficient and economical 
manner.

The Railroad is financed from a revolving fund 
that bears the expenses of operating the Railroad, 
including incidental or collateral functions, and 
accrues revenues commensurate with such expenses 
by charging its customers for service performed.

2. T r a n s i t i o n  Q u a r t e r

In 1976, as the Federal Government changed Us a 
new fiscal year, a transition quarter (TQ) was placed 
between fiscal year 1976 and fiscal year 1977. 
Commencing FY 1977, fiscal years end September 30 
of the corresponding calendar year instead of June 
30. The financial statements and text of this annual 
report are designed to clarify this change in fiscal 
years and avoid any misunderstanding. Al! financial 
statements show exact dates of the periods covered.

3. R e v e n u e s

By the assessment of the applicable ta riff or 
contract rate for the service performed, revenues 
from rail operations are included in income on an 
accrual basis upon the completion of service.

4. E x p e n s e s

Expenses are accrued or applied or both on a 
basis consistent with generally accepted accounting 
principles.

10



5 .  M a i n t e n a n c e  o f  W a y  
a n d  S t r u c t u r e s

Maintenance of way and structures include 
expenses incurred by engineering ($4,718,000) and 
communications ($517,000).

6 .  G e n e r a l  a n d  A d m i n i s t r a t i o n

General and administration include expenses 
under: general and administrative ($3,681,000); 
operations division ($2%,000); loss on excess current 
inventories ($8,000); and prior-year adjustments 
($271,000).

7 .  D e f e r r e d  O u t l a y s

Deferred outlays include projects for which 
appropriated funds are used, but are not capitalized 
as fixed assets until completion

8 .  D e p r e c i a t i o n

Provisions for depreciation are computed 
principally on the straightline method based on 
estimated service lives o f depreciated properties, 
except for the railway track structure, which is 
computed under the generally accepted industry 
betterment method. Depreciation charges are 
determ ined through use of composite, or group, 
rates applicable to various classes of property.

The fo llow ing is a breakdown of depreciation by 
major property accounts in FY 1979:

(Thousand dollars)

Buildings..........................................................................  $ 322
Other structures & facilities......................................  703
Equipment ......................................................................  1,957
Communications .........................................................  142
Riverboats ......................................................................  94
Other ..............................................................................  1

Total ............................................................................  $3,219

9 .  C a s h

Cash refers to the fund balance with the U.S. 
Treasury, which is the net amount of cash receipts, 
e.g., revenues, proceeds from sales and amounts of 
congressional appropriations, less disbursement.

10. T ru s t  a n d  D e p o s i t  F unds

Trust and deposit funds include special deposits 
and other collections that are not covered by the 
revolving fund and are cleared by disbursement or 
transfer, as appropriate. A contra account to this asset 
account is reflected in the liability section.

11. M a t e r i a l s  a n d  S u p p l i e s

Inventories, consisting primarily of replacement 
or repair parts for equipment and road property, 
construction materials, and fuel, are valued at 
average cost, including freight.

12. L a n d

Land includes only property purchased by the 
Railroad in fee simple from private owners and 
carried at acquisition cost. The Railroad owns over 
38,000 acres that are withdrawn from the public 
domain at no cost, and this land is not included in the 
financial lecords.

13. A d d i t i o n s  a n d  B e t t e r m e n t s  
in  P r o g r e s s

This is a control account for authorized capital 
projects during the period of construction or 
procurement. Upon completion of the capital 
project, the related costs are transferred into the 
appropriate fixed asset property account.

14. P r o v i s io n  f o r  E m p l o y e e s ’
A n n u a l  L e a v e

Provision for employees' annual leave includes 
the estimated liability for annual leave accruals 
earned and the charges for annual leave taken.

15. P r o p r i e t a r y  I n t e r e s t  
o f  t h e  U .S . G o v e r n m e n t

The proprietary interest is designed to show the 
Federal Government's net interest in The Alaska 
Railroad. At the end of FY 1979, it is summarized as 
follows:

(Thousand
dollars)

Appropriation by Congress ..............................  $226,596
Allotments from other agencies,

sale of lots, etc....................................................  1,724
Property transferred or donated

(not public domain)........................................  19,785
Earthquake losses ................................................. (16,738)
Deficits from operations and capital

losses to June 30,1954 ..................................... (63,764)
Retained earnings (July 1,1954, to

Sept. 30,1978) ................................................... (13,534)
FY 1979 operating results ..................................  (6,627)

T-»tal proprietary interest 
of the U.S. Government ........................  $147,442

16. C o n g r e s s i o n a l  A p p r o p r i a t i o n s

Funds appropriated by Congress were obligated 
w ith in the fiscal year, as shown below:



Congressional appropriations

Amount unobligated at end of

FY 79

(Million 
dollars) 
FY 78

$9.3 $3.0
7.7 3.0

1.6 0.0

17. Other Operating Revenues
Other operating revenues include operating 

revenues that were neither freight nor passenger. 
Individual accounts exceeding $100,000 in FY 1979 
were:

(Thousand
dollars)

Work performed for others—
reimbursements .................... $1,234

Equipment rentals .....................  479
Switching ............................ 340
Whittier shuttle-vehicles only .............  ',3tJ
Wharfage and handling .................  150
Mail ...............................  107
Demurrage........................  . 104
All other ............................  676
Total .............................  $3,378

18. Non-operating Properties
Non-operating properties include income and 

spense from other than railroad operating 
"accounts. Non-operating incomes in FY 1979 were:

(Thousand
dollars)

Land...............................  $1,600
Riverboats ........................... 256
Buildings............................  186
All other ............................  39
Total .............................  $2,081

Non-operating expenses in FY 1979 were:

(Thousand
dollars)

Buildings.............................  $106
Riverboats ....   97
All other .............................   1
Total ..............................  $204
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M i
M E M C

TO :  M e m b e r s ,  S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e

FROM: A l a s k a  R a i l r o a d  S t a f f  W o r k  G r o u p

RE :  A d d i t i o n a l  A m e n d m e n t s  t o  C o m m i t t e e  S u b s t i t u t e

( n ew  * *  d r a f t )

DATE :  A p r i l  12, 1982

* *T h i s  n e w  * *  d r a f t  b e f o r e  y o u  t o d a y  r e f l e c t s  t h e  c h a n g e s  

a d o p t e d  b y  t h e  C o m m i t t e e  o n  A p r i l  8 , 1982. A d d i t i o n a l  c h a n g e s  

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

b y  t h e  m a n a g e m e n t  o f  : h e  A l a s k a  R a i l r o a d  a n d  o f  c o n c e r n s  

r a i s e d  b y  t h e  H o u s e  C o m m i t t e e .  T h e s e  a d d i t i o n a l  c h a n g e s  ( o t h e r  

t h a n  p u r e l y  t e c h n i c a l  o n e s )  a r e :

11 d e l e t i n g  t h e  w o r d s  " i n  . . . c a p i t a l  i m p r o v e m e n t s "  

o n  p a g e  3;

2) a d d i n g  a n  e x  o f f i c i o ,  n o n v o t i n g  b o a r d  m em b e r  who  

r e p r e s e n t s  t h e  l a b o r  o r g a n i z a t i o n s  a t  t h e  r a i l r o a d  o n  p a g e  5;

3) c l a r i f y i n g  c o n d i t i o n s  o f  t h e  a p p o i n t m e n t  o f  a  r a i l  

e x e c u t i v e  t o  t h e  b o a r d  o n  p a g e  5;

4) r e q u i r i n g  t h a t  a t  l e a s t  f o u r  m e m b e r s  o f  t h e  b o a r d  r e s i d e

i n  a r e a s  s e r v e d  b y  t h e  r a i l r o a d ,  a l s o  o n  p a g e  5;

5) a d d i n g  t h e  w o r d s  " o r  t h e  s t a t e "  o n  p a c e  6 t o  b e

c o n s i s t e n t  w i t h  t h e  f e d e r a l  t r a n s f e r  l e g i s l a t i o n ;

6) c h a n g i n g  t h e  t e r m  f o r  b o a r d  m em b e r s  t o  f i v e  y e a r s  a n d

a d j u s t i n g  t h e  s t a g g e r i n g  o f  i n i t i a l  b o a r d  m em b e r  t e r m s



7) r e d u c i n g  b o a r d  m em b e r  c o m p e n s a t i o n  f r o m  $400 t o '$300 

p e r  d a y  o n  p a g e  7;

8) e l i m i n a t i n g  a p p r o v a l  b y  t h e  g o v e r n o r  o f  a p p o i n t m e n t  o f  

t h e  a u t h o r i t y  c h i e f  e x e c u t i v e  o f f i c e r  b u t  r e t a i n i n g  i t ,  f o r  

c o m p e t e n c e ,  o f  t h e  l e g a l  c o u n s e l  o n  p a g e  8;

9) e l i m i n a t i n g  t h e  c r o s s - r e f e r e n c e  t o  A . S .  44 .62 .312 o n  

p a g e  14 ( S e c t .  o n  312 i s  a  p o l i c y  s t a t e m e n t  w h i c h  s u n n e c e s s a r y  

a n d  m a y  b e  c o i ' f u s i n g )  ;

10) a d d i n g  t h e  w o r d s  " o r  t o "  o n  p a g e  21 t o  e n s u r e  p r o t e c t i o n  

o f  a u t h o r i t y  p r o p e r t y ;  a n d

11) r e d u c i n g  t h e  t i m e  l i m i t s  o n  g u b e r n a t o r i a l  ( f r o m  60 t o  

45 d a y s )  a n d  l e g i s l a t i v e  ( f r o m  90 t o  60 d a y s )  r e v i e w  o f  p r o p o s e d  

a u t h o r i t y  a c t i o n s  o n  p a g e  42.

appropriately on page 7;
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A u t h o r i t y  O p e r a t i o n  o f  F e d e r a l  R a i l r o a d

On p a g e  6, l i n e  2, f o l l o w i n g  t h e  w o r d  " l e g i s l a t i o n "  a n d  o n  
p a g e  51, l i n e  23 , f o l l o w i n g  t h e  w o r d  " l e g i s l a t i o n "  a d d :

o r  u p o n  a p p r o v a l  b y  t h e  l e g i s l a t u r e  o f  o p e r a t i o n  
o f  t h e  F e d e r a l  A l a s k a  R a i l r o a d  b y  t h e  a u t h o r i t y .

■\
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Coal Utilization

1) On p a g e  25, l i n e  18, d e l e t e  t h e  w o r d  " a n d "  a n d  
i n s e r t  a  comma i n  i t s  p l a c e .

2) On p a g e  25, l i n e  19, a d d  t h e  f o l l o w i n g  a f t e r  " m a t e r i a l s "
a n d  b e f o r e  " o n " :  " ,  a n d  c o a l "

3) On p a g e  27, l i n e  19, a d d  t h e  f o l l o w i n g  a f t e r  " u s e "  a n d
b e f o r e  " s a n d " :  " f o r  i t s  p u r p o s e s "

4) On p a g e  27, l i n e  20, d e l e t e  t h e  w o r d  " a n d "  a n d  i n s e r t  a 
comma i n  i t s  p l a c e ;  a n d  a d d  t h e  f o l l o w i n g  a f t e r  " m a t e r i a l s "  
a n d  b e f o r e  " o n " : " a n d  c o a l "

5) On p a g e  28, l i n e  23, a d d  a n e w  s u b s e c t i o n  4 2 .4 0 .5 1 0 ( f )  
a s  f o l l o w s :

( f ) .  B e f o r e  t h e  a u t h o r i t y  e x t r a c t s  o r  u t i l i z e s  
c o a l  o n  l a n d s  i n  w h i c h  i t  ow n s  a n  i n t e r e s t ,  a s  
a u t h o r i z e d  b y  A . S . 42.4 0. 500 (b) a n d  (b) o f  t h i s  
s e c t i o n ,  i t  w i l l  s u b m i t  a r e q u e s t  f o r  a u t h o r i z a ­
t i o n  t o  d o  s o  t o  t h e  d e p a r t m e n t  o f  n a t u r a l  
r e s o u r c e s .  W i t h i n  45 d a y s  o f  r e c e i v i n g  t h e  
r e q u e s t ,  t h e  d e p a r t m e n t  o f  n a t u r a l  r e s o u r c e s  
w i j . 1  a p p r o v e  t h e  r e q u e s t  i f  i t  d e t e r m i n e s  t h a t  
the?* c o a l  d e s c r i b e d  i n  t h e  r e q u e s t  i s  l o c a t e d  o n  
l a n d s  i n  w h i c h  t h e  a u t h o r i t y  ow n s  a n  i n t e r e s t  
a n d  i s  n o t  s u b j e c t  t o  v a l i d  e x i s t i n g  r i g h t s  o f  
a t h i r d  p a r t y .  T h e  t i t l e  t o  a l l  c o a l  o n  l a n d s  
i n  w h i c h  t h e  a u t h o r i t y  o w n s  a n  i n t e r e s t  i s  i n  
t h e  S t a t e  o f  A l a s k a  u n t i l  t h e  c o a l  i s  s e v e r e d  
f r o m  t h e  l a n d  a n d  u t i l i z e d  b y  t h e  a u t h o r i t y  
u n d e r  t h i s  s u b s e c t i o n  o r  o t h e r w i s e  d i s p o s e d  o f  
i n  a c c o r d a n c e  w i t h  A . S .  38 .05 .150  a n d  
A . S .  42 .40 .515 .  T h e  a u t h o r i t y  m ay  u s e  c o a l  
m a d e  a v a i l a b l e  t o  i t  u n d e r  t h i s  c h a p t e r  f o r  
o p e r a t i o n a l ,  n o n - i n c o m e  p r o d u c i n g  p u r p o s e s  
o n l y ,  i n c l u d i n g  t h e  g e n e r a t i o n  o f  p o w e r  t o  
s u p p o r t  o p e r a t i o n s  a n d  c o m p e n s a t i o n  i n  k i n d  o f  
a p e r s o n  w i t h  whom  t h e  a u t h o r i t y  c o n t r a c t s  
t o  e x t r a c t  c o a l .



Elimination of Conveyance of Subsurface to State

1) On p a g e  25, l i n e s l l - 2 5 ,  d e l e t e  s u b s e c t i o n  4 2 .40 .500 (b )  i n  
i t s  e n t i r e t y  a n d  r e n u m b e r  s u b s e c t i o n s  a c c o r d i n g l y .

2) On p a g e  29 , l i n e  21, a d d  f o l l o w i n g  t h e  w o r d  11 d e v e l o p m e n t "  
t h e  w o r d s  " a n d  c o n v e y s  t o  t h e  s t a t e  t h e  n e c e s s a r y  i n t e r e s t "

3) I f  t h e  c o a l  u t i l i z a t i o n  a m e n d m e n t  i s  a d o p t e d ,  d e l e t e  f r o m  
A . S .  4 2 .4 0 .5 1 0 ( f )  t h e  w o r d s  " A . S .  4 2 .4 0 .50 0 (b )  and"



On p a g e  45, l i n e  15, d e l e t e  t h e  comma a n d  i n s e r t  i n  l i e u  t h e r e o f  
a  p e r i o d ;  d e l e t e  t h e  p h r a s e

" a n d  t h e  a u t h o r i t y ' s  e m p l o y e e s  a r e  c ’. a s s i f i e d  a s  
e m p l o y e e s  u n d e r  A . S .  2 3 .4 0 .2 0 0 ( a ) ( 1 ) . "



Private Management

1) On p a g e  8, l i n e  28, a d d  a  n e w  s u b s e c t i o n  4 2 .40 .25 0 (b )  a s  f o l l o w s t

(b) N o t w i t h s t a n d i n g  s u b s e c t i o n  ( a ) , t h e  b o a r d  may p r o v i d e  
f o r ,  i n  a  m a n n e r  c o n s i s t e n t  w i t h  t h e  p u r p o s e s  o f  t h i s  
c h a p t e r  a n d  s u b j e c t  t o  t h e  a p p r o v a l  o f  t h e  s t a t e  as  
p r o v i d e d  i n  A . S .  4 2 .4 0 .7 0 0 ,  t h e  m a n a g e m e n t  a n d  
o p e r a t i o n  o f  t h e  r a i l r o a d  b y  a t h i r d - p a r t y  c o n t r a c t o r .

2) On p a g e  18, l i n e  25, a d d  f o l l o w i n g  t h e  w o r d  " u n d e r t a k e , "
t h e  w o r d s  " o r  p r o v i d e  f o r "

3) On p a g e  40, l i n e  6 ,  d e l e t e  t h e  w o r d  " o r "

4) On  p a g e  40, l i n e  9 ,  f o l l o w i n g  " ($5,000,000) ;" a d d  t h e  w o r d  " o r "

5) O n  p a g e  40, l i n e  10, a d d  a n e w  p a r a g r a p h  (4):

(4) p r o v i s i o n  f o r  t h e  m a n a g e m e n t  a n d  o p e r a t i o n  o f  t h e  
r a i l r o a d  b y  a  t h i r d - p a r t y  c o n t r a c t o r

A
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You  h a v e  r e q u e s t e d  t h a t  t h i s  o f f i c e  u n d e r t a k e  a  s e c t i o n -  
b y - s e c t i o n  a n a l y s i s  o f  SB 212 a n d  SB 221 w i t h  n o t a t i o n s  o f  
a n y  d i f f e r e n c e s  w h i c h  e x i s t  b e t w e e n  t h e  tw o  b i l l s .  B o t h  
b i l l s  c r e a t e  a n  A l a s k a  R a i l r o a d  A u t h o r i t y .  SB 212 a n d  
SB 221 s h a r e  m o r e  p a r a l l e l  p r o v i s i o n s  t h a n  t h e y  d o  d i f ­
f e r e n c e s .  I n  t h e  i n t e r e s t  o f  e c o n o m y  o f  t i m e  a n d  e f f o r t ,  I  
h a v e  a t t e m p t e d  t o  s u m m a r i z e  t h e  m a i n  d i f f e r e n c e s  w h i c h  e x i s t  
b e t w e e n  t h e  two  b i l l s  s i n c e  t h i s  s e em s  t o  b e  m o s t  s a l i e n t  
f e a t u r e  o f  y o u r  r e q u e s t .  I  d o  n o t  b e l i e v e  t h a t  o n e  w i l l  
e n c o u n t e r  m u ch  d i f f i c u l t y  i n  u n d e r s t a n d i n g  w h a t  a  g i v e n  
s e c t i o n  o f  e i t h e r  b i l l  s a y s ,  b u t  I  am a w a r e  t h a t  t h e r e  i s  
some n e e d  t o  b e  a b l e  t o  c o m p a r e  d i f f e r e n c e s  b e t w e e n  t h e  tw o  
b i l l s .  I  h a v e  u n d e r t a k e n  t h a t  c o m p a r i s o n  i n  n a r r a t i v e  f o r m  
b e l o w .  Y o u  may f i n d  t h a t  f u t u r e  r e f e r e n c e  w o u l d  b e  f a c i l ­
i t a t e d  i f  t h e  f o r m a t  o f  t h i s  memo i s  c h a n g e d  i n t o  some s o r t  
o f  g r a p h i c  p r e s e n t a t i o n .

B o t h  b i l l s  c r e a t e  t h e  A l a s k a  R a i l r o a d  A u t h o r i t y  a s  a p u b l i c  
c o r p o r a t i o n  o f  t h e  s t a t e .  H o w e v e r ,  t h e  c o m p o s i t i o n  o f  t h e  
g o v e r n i n g  b o a r d  v a r i e s .  U n d e r  SB 212, t h e  b o a r d  c o n s i s t s  o f  
a t  l e a s t  o n e  b a n k e r ,  o n e  a t t o r n e y ,  o n e  e c o n o m i s t ,  o n e  t r a n s ­
p o r t a t i o n  p e r s o n ,  a n d  o n e  b u s i n e s s  p e r s o n  [ s e c .  4 2 .4 0 .0 3 0 . ] .  
U n d e r  SB 221, t h e  b o a r d  c o n s i s t s  of: t h e  c o m m i s s i o n e r  o f  
t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s ,  t w o  s e n a t o r s ,  two  
r e p r e s e n t a t i v e s  a n d  tw o  m embers  o f  t h e  g e n e r a l  p u b l i c  
[ s e c .  4 4 ,8 7 .0 1 5 ] .  O n l y  SB 212 s p e c i f i c a l l y  s e t s  o u t  a 
c o n f l i c t  o f  i n t e r e s t  s e c t i o n  [ s e c .  4 2 .4 0 .05 0 ] .  SB 221 c a l l s  
f o r  t h e  e m p l o y m e n t  o f  a n  e x e c u t i v e  d i r e c t o r  t o  m a n a g e  t h e  
a u t h o r i t y  [ s e c .  4 4 .8 7 .02 5 ] ,  w h i l e  SB 212 g i v e s  t h i s  j o b  t o

*
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t h e  p r e s i d e n t  [ s e c .  4 2 .4 0 .1 0 0 ] ,  T h e  g e n e r a l  p o w e r s  o f  t h e  
a u t h o r i t y  u n d e r  b o t h  b i l l s  a r e  p r a c t i c a l l y  i d e n t i c a l .  One  
o f  t h e  p u r p o s e s  o f  t h e  a u t h o r i t y  u n d e r  SB 221 i s  t o  e n t e r  
i n t o  t a l k s  w i t h  t h e  f e d e r a l  g o v e r n m e n t  a n d  C a n a d i a n  p r o v ­
i n c e s  r e g a r d i n g  a n  i n t e r n a t i o n a l  r a i l  c o n n e c t i o n  [ s e c .  44.- 
87 .030 ] .  N o w h e r e  i s  t h i s  e x p r e s s l y  m e n t i o n e d  i n  SB 212 
a l t h o u g h  t h i s  p u r p o s e  c o u l d  b e  i m p l i e d  e a s i l y  u n d e r  
s e c .  42 .40 .120 .  O n l y  SB 212 e x p r e s s l y  c a l l s  f o r  a n  a n n u a l  
r e p o r t  [ s e c .  4 2 .4 0 .1 2 0 ] ,  a n d  a u d i t  [ s e c .  4 2 .4 0 .1 5 0 ] .

T h e  f i n a n c i a l  p r o v i s i o n s  o f  b o t h  b i l l s  a r e  s i m i l a r .  SB 212 
d i f f e r s  a s  i t  p r o v i d e s  f o r  b o n d  a n t i c i p a t i o n  n o t e s  [ s e c .  42.- 
4 0 .1 6 0 ( b ) ] .  SB 221 p r o v i d e s  f o r  a m a x im um  f o r t y  y e a r  m a t u r i t y  
f o r  a u t h o r i t y  b o n d s  [ s e c .  4 4 .8 7 .0 4 0 ( b ) ] ,  w h i l e  SB 212 c a l l s  
f o r  a f i f t y - y e a r  m a x im um  [ s e c .  4 2 .4 0 .1 5 0 ( c ) ] .  SB 212 g o e s  
i n t o  m u c h  m o r e  d e t a i l  w h e n  d e s c r i b i n g  t h e  r e s o l u t i o n  w h i c h  
a u t h o r i z e s  t h e  i s s u a n c e  o f  b o n d s  [ s e c .  4 2 .4 0 .1 6 0 ( f ) ] ,  t h a n  
d o e s  SB 221 [ s e c .  4 4 .8 7 .0 4 0 ( b ) ] .  O n l y  SB 212 c a l l s  f o r  a n  
i n d e p e n d e n t  f i n a n c i a l  a d v i s o r  [ s e c .  4 2 .4 0 .1 7 0 ] ,  SB 221 
s p e c i f i c a l l y  r e f e r s  t o  t r u s t  i n d e n t u r e s  a n d  t r u s t  a g r e e m e n t s  
a n d  p r o v i d e s  t h a t  a n  i s s u e  o f  b o n d s  may b e  s e c u r e d  b y  s u c h  
i n s t r u m e n t s  w h i l e  SB 212 i s  s i l e n t  o n  t h i s  p o i n t [ s e c .  44.- 
87 .045 ] .  SB 212, u n l i k e  SB 221, p r o v i d e s  f o r  t h e  i s s u a n c e  
o f  r e f u n d i n g  b o n d s  [ s e c .  4 2 .4 0 .22 0 ] .  O n l y  SB 2.12 p r o v i d e s  
f o r  t h e  d i s s o l u t i o n  o f  t h e  a u t h o r i t y  [ s e c .  4 2 .4 0 .27 0 ] ,  a n d  
f o r  t h e  e x e m p t i o n  o f  a u t h o r i t y  p e r s o n n e l  f r o m  t h e  S t a t e  
P e r s o n n e l  A c t  [ s e c .  4 2 .4 0 .2 8 0 ] .  T h e  l a s t  s u b s t a n t i v e  d i f ­
f e r e n c e  i n  t h e  f i n a n c i a l  p r o v i s i o n s  o f  t h e s e  two  b i l l s  i s  
t h a t  o n l y  SB 221 e x p r e s s l y  s t a t e s  t h a t  i n c o m e  f r o m  i n v e s t ­
m e n t s  o f  t h e  a u t h o r i t y  i s  l i m i t e d  t o  m a i n t e n a n c e  o r  i m p r o v e ­
m e n t  o f  r a i l r o a d  f a c i l i t i e s  [ s e c .  44 .8 7 .07 5 ] .

C a l l  me a t  y o u r  c o n v e n i ' n c e  i f  y o u  h a v e  a n y  p r o b l e m s  w i t h  
u n d e r s t a n d i n g  t h e  c o n t e n t  o f  a s p e c i f i c  s e c t i o n  b e y o n d  t h e  
d i f f e r e n c e s  i d e n t i f i e d  b y  t h i s  c o m p a r i s o n .

T A S :1 j b



PLEASE NOTE: THE FOLLOWING PAGES HERE TREATED 

AS A UNIT IN THE ORIGINAL DOCUMENT . '

4



S e n a t e

Office of (fie Pres.Teni s ^ S p L
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M E M O R A N D U M

TO : COMMITTEE MEMBERS
SENATE TRANSPORl’ATION COMMITTEE

FROM : SENATOR JAY KERTTULA

DATE : APRIL 12, 1982

SUBJECT: REQUESTED AMENDMENTS TO SB 212
FROM FRANK JONI2S

The a t t a c h e d  i n f o r m a t i o n  wl'. ich was p r o v i d e d  by  Frank Jones ,  Manager , A la ska  
R a i l r o a d ,  a r e  t h e  same r c c a u u e n d a t i o n s  t h a t  were  made t o  s t a f f  o v e r  two 
weeks ago .  Many o f  t h e s e  s u g g e s t i o n s  h a ve  been  i n c o r p o r a t e d  i n  t h e  most 
r e c e n t  v e r s i o n  o f  SB 212.
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Where the Railroad is described as a "public authority," lines 2 and 7 on page 

3 and lines 10, 19 through 21 and line 24 on page 4, the word "public" should 

be deleted.

The word "public" implies a government function. It emphasizes the 

governmental characteristics of the Railroad to the detriment of the business 

aspects of the authority. However, the authority is not performing normal 

governmental functions, but it is instead performing transportation services 

ordinarily in the private sector of the economy. The authority should be more 

like a business than a governmental entity; should have flexibility to meet 

changing conditions; should be free of political interference where normal 

operations are concerned, and should have the assets that lower 48 railroads 

have. However, the word "public" connotes the opposite of the above. It
I

connotes an inefficient government bureaucracy rather than a more efficient 

business. It connotes possible political interferences.

Line 16 The authority should be allowed the flexibility of either

issuing tax free obligations or to be taxable obligations.

The authority may be able to issue taxable bonds similar to 

those issued by transportation companies, such as airlines, 

railroads and trucking firms at better interest rates simply 

because the the financial markets are familiar with such 

bonds, whereas the financial markets may stay away from the

tax free bonds of an unique quasi-governmcntal railroad 

authority not backed by the financial strength behind the

I



Pages 3 & 4 - Continued

Lines 17 & 18 In order that the state's transportation industry remain

competetive but healthy, the authority should be run as much 

as possible like any other private transportation business.

Line 22 The authority should be given the flexibility to be 

supported by means other than state investment.

Line 29 The authority should be given broad flexible powers to meet 

the changes that future decades are sure to produce. The 

authority should be allowed to invest its funds to 

maximize its income until the principal and interest are 

needed.



The Railroad, because of its emphasis on the business 

orientation of the new Railroad authority, suggests that the 

board appointed by the Governor should have a greater 

business, rather than governmental, flavor. Therefore it 

suggests that the only government person on the board be the 

highest official in the Executive Branch. This lends a 

greater credence to the stature of thr Railroad as an entity 

of State government. The Railroad feels that it can 

function as a profit-making asset in the stable of assets 

serving under the seal of the State of Alaska. It will take 

in revenues in excess of $50 million this year alone, and 

has over 500 employees. It is the transportation connecting 

link between ice-free tidewater and the interior of Alaska, 

and 70% of the population of the State lives in the 

railbelt. Therefore, the Governor of the State should serve 

on its board. Along with the Governor, the Chief Executive 

officer of the Railroad should serve on the board as do most 

CEO's in private firms serve on their boards of directors. 

Morever, a labor respresentative should be on the board to 

represent the labor side of railroading. Progressive 

business organizations recognize the importance of labor to 

well run organizations.



The Railroad has certain reservations about the way the 

hiring and firing and compensation are structured. The 

Railroad feels that the board should appoint the Chief 

Executive Officer and the CEO should appoint all other 

employees and fix their compensation. If the Railroad is 

not successful, the board should get another CEO.

However, one important comment should be made regarding the 

limitation of executive salary to that salary established 

for departmental ccinmissioners. Presently there are 11 

executive officials of The Alaska Railroad who make in 

excess of $50,000 base pay a year, plus 17-1/2%, soon to be 

raised to a 22-1/2% cost of living allowance. If it is 

assumed that all executive officials are within the federal 

tax bracket of 50%. It can be assumed that COLA, which is 

tax free, when equated to taxable income would then be 

doubled. Therefore, these 11 executive officials presently 

have a taxable income of $70,000 to $90,000, which is in 

excess of a commissioner's salary. All of these executives 

have expressed their concerns in accepting a 20% - 30% 

reduction and indicated they would circulate their resumes 

and seek other employment. This action would adversely 

affect the new authority. The loss of experienced 

executives could have a serious affect on the State.

Section 42.A 0 . 250 originally had subsection (b) which would 

allow the Railroad to be managed by a private contractor. 

This power has been deleted from the new SB 212. Even the 

Railroad's 1914 Enabling Act allowed for the operating of 

the Railroad by a private contractor. It is suggested that 

lanuage be included that would permit private contractor 

operation if the Board so deemed.



It is believed unecessary, as part of this statute, to 

laboriously reiterate detailed provisions for conflicts of 

interest, when there is presently a state statute on 

conflict of interests and the modification suggested by the 

railroad adequately covers this matter. If it is the 

opinion of the Legislature the State Conflict of Interest 

Act is not strong enough, that act, not the railroad act, 

should be amended. The railroad act should be as succinct 

as possible, not detailed and inflexible.



Page 12

public board meetings. The railroad suggests that the 

executive sessions of the board should be allowed regarding 

all of the corporate powers given to the authority by this 

Act. All discussions by the board regarding all business 

decisions vis vis the corporate powers should be conduct- 

able by the board in executive session. This does not mean 

that they must discuss these powers within an executive 

session, but merely have the authority to do so when 

necessary.

Obviously any discussion of tariffs, divisions and contract 

rates should fall within the power of the board to discuss 

in executive sessions.

Because healthy competition brings down the coBt of 

transportation services to the citizens of Alaska, the 

authority should be able to compete effectively against the 

rest of the transportation industry by holding itfi meetings 

in executive session. No board of any transportation 

company discusses strategy and assesses their own strength 

and weakness at meetings routinely open to their 

competitors.

Lines 19-29 The railroad suggests a modification of the requirement for



There are presently existing 143 volumes with 469 

supplemental orders of Railroad Rules and Regulations. This 

requirement of review is a monumental task which will 

require considerable unnecessary immediate expenses on 

behalf of the Railroad. This requirement of change in Rules 

does not aid the Railroads ability to function. The 

Railroad and the State would be best served by continuing 

the existing Rules and Regulations if they are not 

inconsistent with this chapter and State law until it 

becomes necessary through Railroad operations to change 

these Rules and Regulations.

The railroad, in its business function must be afforded 

specific protections from disclosure not required by other 

agencies. The reason for this is that the transportation 

industry* whether it be railroads or ships or planes or 

trucks, is both competitive and overwhelmingly private. 

Because the transportation industry is competitive, the 

authority should not have to disclose information helpful to 

compet itors.

Our suggested language provides such protections, while 

still bringing the railroad within the requirements of A.S. 

0 9 . 2 5 . 1 1 0 - . 1 2 0 .

Therefore, to maintain a competitive and healthy Alaska 

transportation industry, the above changes should be made.



Conforms with suggested (a) on Page 15.

42.40.400 - GENERAL POWERS, should read the "Board of 

Directors, by its own undertaking, or by appropriate 

delegation to the Chief Executive Office, may" rather than 

"The Authority may." This change will make the line of 

power much clearer. The "Authority" is the ultimate entity 

but all powers and duties should be granted to either the 

Board of Directors of the "Authority" or the C.E.O. There 

should be a new paragraph placed in the Bill granting the 

power to the Board of Directors to assign to the C.E.O. such 

corporate powers as, in the Board of Directors' opinion, 

would best serve the business of The Alaska Railroad.

(4) This subsection is potentially in conflict with 

42.40.250 as currently written. 42.40.250 as currently 

written gives the Board of Directors, with the approval of 

the Governor, the power to appoint the C.E.O. and the legal 

counsel, and all executive officers serve at the pleasure of 

the Board of Directors. The powers set forth in 42.40.400 

as rewritten by the Railroad on line 13 are clearer and less 

cluttered, and can be assigned to the C.E.O.

Subsection (5) runs contrary to 42.42.450 as rewritten by 

the Railroad or is redundant to 42.42.450, as currently 

written. To structure the authority like a business, the 

Chief Executive Officer should have the power to hire the 

legal counsel.



(17) It should read "lend the authority's funds, property, 

credit or services for authority purposes."

The word "Authority" should be changed to "board."



Between the word "on" and the work "property" the phrase "or 

to" should be inserted. The change is requested to allow 

the security force to act as state law enforcement officers 

for violations that occur to^ property owned, managed or 

transported by the authority but that do not occur ori 

property owned, managed or transported by the authority.



Lines 29 - 30 of page 20 and lines 1 - 12 of page 21 should 

be stricken. Both the Governor and the Legislative Auditors 

are inexperienced in railroad accounting, in transportation 

law such as the Interstate Commerce Act, and in business 

practices as opposed to governmental practices. As a 

result, information of a confident' .1 nature is subject to 

leakage without the safeguards of a fiduciary relationship 

between an accounting firm and the authority. The Railroad 

believes information in the hands of either the legislative 

or governor auditor would not remain confidential. Most 

business contracts are made in private rather than in the 

press. In fact, publication of business deals in the press 

often portend problems. If the Legislature and the Governor 

want access to audit information, they should either be 

given a voice along with the board in selecting the 

accounting firm or alternatively they should be allowed 

access through an independent certified accountant 

experienced in railroad accounting. Only the former 

alternative is presented in the suggested railroad changes 

to the bill.

The state would benefit by the above changes which structure 

the authority more like a business rather than a government 

bureauracracy. The structuring oi the authority like a 

business helps maintain both an efficient competitive 

railroad authority and an efficient competetivc transpor­

tation industry. Both are needed for a healthy Alaska 

economy. Moreover, the above changes would buffer the 

authority from political interference and influential 

constituents.



42.40.425 (a) (1) should stop after the words "A.S. 

37.07.050" on line 22. The Alaska Railroad should not be 

subject to legislative auditor and the division of budget 

and management unless the ARR is using State funds. An 

annual independent audit is recommended. 37.07.050 sets 

forth the requirements for "agency programs and financial 

plans." Nothing more need be said.

Therefore, the above deletion would help maintain a 

competitive efficient Alaskan transportation industry by 

structuring the authority more like a business and bufferi 

it from political interference.



Subsection (2) should consist of the first sentence only. 

47.07.060 requires the Governor to present long-range 

capital plans to the Legislature. The Railroad should be 

included in those plans that would aid the railroad in 

developing plans for long range capital improvements when 

any of those kinds of improvements must be financed by the 

Legislature and the Governors office.



Subsection (b) of 42.40.500 should be stricken. All of the 

Railroad land should be held intact until the reversionary 

period set forth in the Federal legislation is over. During 

this.reversionary period, according to a draft of the 

Federal transfer legislation, land "converted to a use that 

would prevent the property from being used to operate or 

support the Railroad" would trigger either a reversion to 

the United States or a payment by the State of the value of 

the real property. If the Federals require a ten year 

period, then during that same period the legislators can 

determine whether they wish the Railroad to operate its own 

coal lands or the subsurface of all its lands or they wish 

the Commissioner of Natural Resources to do so. In the 

meantime, the State should take no action reducing the 

Railroad's interest in lands conveyed from the Federal 

Government.

/
The Railroad, during this deoate, will argue for the control 

of the subsurface to its lands. The Alaska Railroad does 

have coal reserves the same as the Union Pacific Railroad, 

the Burlington Northern, Inc., and the Denver Rio Grande, 

etc. If the Alaska Railroad loses its mineral rights to the 

State, it would reduce the potential of the ARR to earn 

royalties to keep revenues above expenses and reduce the 

railroads potential of State subsidy funds. Also, the right 

to use the subsurface for rocks, sand and gravel and for 

tunnels, ditches, and other recontouring of land is 

important to the Railroad. Therefore, subsection (b) should 

be deleted to prevent any chance of essential railroad lands 

reverting to the Federal Government. Why expose crucial 

right of way land, gravel land, port land, and industrial 

land to any possibility of reversion? Moreover, subsurface 

gravel, rock and coal are needed to either produce income or

I

lessen expenses (gravel for roadbeds) and thereby make the 

authority profitable so that it need not even ask for a



Subsection (f) of 42.40.500 should be deleted, because no 

interest in real property should be disposed of until after 

the termination of the Federal reversionary period during 

which time any land converted from possible railroad use 

either reverts to the United States or the State pays the 

United States the value of the real property.

Therefore, this subsection should be taken out, because the 

State should not place itself in the position of exposing 

itself to a high probability of the reversion of land to the 

United States if Railroad land is disposed of during the 

reversionary period.



Page 26

Lines 20-30

There is no need for joint management of Railroad lands. 

Moreover, the joint use of Railroad lands could trigger 

either the reversion of land to the United States or the 

payment by the State of the value of the lands. During the 

reversionary period, the legislature should grant to the 

Railroad the right to control the land, whether it be the 

surface or subsurface.

All of subsection (c) of 42.40.510 should be stricken.

Therefore, all of this subsection should be deleted so that

the valuable land resources of The Alaska Railroad are not

exposed to any possible danger, whether remote or imminent,

•

of reversion back to the United States. These lands are 

crucial to rail transportation in Alaska. Moreover, joint 

management increases coordination expenses, to the authority 

and at the same time lessens the potential of the use of 

these lands to either produce income or lessen expenses, 

such as the gravel costs of roadbeds. If the Railroad is to 

be profit oriented then the Railroad should control its own 

lands.



The words "Chief Executive Officer" should replace the words 

"General Manager."

4 2 . 4 0 . 5 1 5  s h o u l d  b e  d e l e t e d  u n t i l  s u c h  t i m e  a s  t h e  

r e v e r s i o n a r y  p e r i o d  s e t  f o r t h  i n  t h e  F e d e r a l  s t a t u t e  i s  

c o m p l e t e ,  b e c a u s e  n o n - r a i l r o a d  u s e s  o f  r a i l r o a d  l a n d s  c o u l d  

t r i g g e r  t h e  r e v e r s i o n  o f  r e a l  p r o p e r t y  t o  t h e  F e d e r a l  

g o v e r n m e n t  o r  t h e  p a y m e n t  b y  t h e  S t a t e  o f  t h e  v a l u e  o f  t h e  

r e a l  p r o p e r t y  i n t e r e s t .  D u r i n g  t h i s  same p e r i o d ,  s t r e n u o u s  

d e b a t e  c a n  b e  h a d  w i t h  l e g i s l a t o r s ,  t h e  G o v e r n o r  and t h e  

p u b l i c  as  t o  t h e  m a n a g e m e n t  and d e v e l o p m e n t  o f  R a i l r o a d  

l a n d .  H o w e v e r ,  t h e  a u t h o r i t y  s h o u l d  h a v e  t h e  r i g h t  t o  u s e  

o r  t o  d e v e l o p  n a t u r a l  r e s o u r c e s  on i t s  l a n d s  so  t h a t  i t s  

i n c o m e  w i l l  be g r e a t e r  t h a n  i t s  e x p e n s e s .

Therefore, this section should be deleted so that the . 

valuable land resources of Hie Alaska Railroad are not 

exposed to any possible danger of reversion back to the 

Federal Government. These lands are irreplacable to rail 

transportation in Alaska. Moreover, the management of the 

subsistance of authority lands by the department of natural 

resources adds another level of bureaucracy before 

development of the lands to take place. Thus, department of 

natural resource management of authority lands could 

interfere with normal railroad uses of authority lands or 

delay or prevent tlie use of lands to produce income for the 

authority or to reduce the expenses of the authority.



Page 29

Lines 24-26 Because this subsection (b) of 42.40.530 requires the

t
Railroad to convey the subsurface estate to the State, the 

Railroad is prevented from using eminent domain to acquire 

subsurface resources such as coal, gravel, sand and rock.

Therefore, to develop the mineral and agricultural potential 

of Alaska, these three lines need t.o be deleted, because 

gravel, rock and sand are needed to build the roadbeds of 

new rail extensions. This would stymie development of the 

Railroad lands and therefore the Railroad.



Page 30

Lines 1-4 Subsection (b) of this section 42.40.530 requires the 

subsurface estate to be reconveyed to the State: so this 

subsection (e) would have no effect unless the subsurface or 

the gravel, sand and rock part of the subsurface could 

remain with the Railroad.

Therefore, to allow the Authority to have Eminent Domain to 

acquire gravel lands needed for expansion of the Railroad, 

Subsection (b) should be eliminated.



Page 37

Lines 24-30 42.40.655 - The Board of Directors "'may1* instead of "shall

maintain in full force and effect /public liability 

insurance." The reason for this change is that the 

authority may find that the authcrity may not be able to 

obtain insurance at either any cost or a reasonable cost and 

therefore, it is more efficient to be its own insurer and 

defend its own tort lawsuits. It is a business decision, 

not a political one, and so slould remain with the Railroad. 

If the ARR maintains public liablility insurance, any 

additional coverage required by the State naming the State 

as an additional insured should be funded by the State.

Therefore, the change here benefits the state by allowing 

the authority to operate like a business rather than 

imposing a border or the authority that may eventually lead 

it to request subsidization from the state.



The phrases "expansion, reduction or diversification of 

services" and "significant and permanent change in the level 

and nature of services" need to be clarified. The above two 

phrases are far too'broad and can be interpretted to apply 

to expansions, reductions or diversifications of service-due 

to normal business changes.

The State would benefit by the clarification because State 

review is not needed of expansions, reductions or diversi­

fications of service due to normal business charges.

This might apply to a reduction in the service of the 

Whittier Shuttle or the winter reduction of trains to 

Fairbanks. It is not clear as drafted.



42.40.700 - Subsection (c) and (d) should be stricken as 

unnecessary. The review of any proposed action of the 

Railroad is unnecessary because the legislature and/or the 

Governor can, through resolution or legislative act or 

Governor's edict suggest changes or stop any action of the 

Railroad.

The power of the governor to intervene would make the 

authority a part of the executive branch government. For

the benefit of the citizens of the State of Alaska, the 

authority should be operated as a business in competition 

with the rest of the transportation industry, which is inI

the private sector of the economy. The power of the 

governor to intervene would allow the governor the 

opportunity to award his political friends and punish his 

political enemies.

Similarly, the power of the legislature to intervene with 

respect to any "expansion, reduction or diversifi'at ion of 

8ervices"(an over broad phrase), would allow intervention on 

the basis of political reasons when only business 

considerations should be used.

Therefore, the deletion of 42.40.700 (c) & (d) would benefit 

the State by insulating the authority from harmful political 

pressure and thereby maintaining a healthy private trans­

portation industry capable of healthy competition with the 

Railroad as well es each other.



Page AO

Line 5 Subsection (e) should be realphabetized to (c). The words 

•'notwithstanding the foregoing" should be stricken because 

we have requested a deletion of the preceding paragraph.

Line 11 "(c)" should be substituted for "(e)".

Lines 13-14 These two lines should be deleted because we are asking that 

42.40.710 be deleted.

Line 15 "(2)" should be deleted, housekeeping amendment.

Line 18 on 42.40.710 should be stricken. All the Railroad would need

would be a resolution passed by either house of the 

Legislature or a Governor's edict. The action forcing 

mechanism would make the authority more a part of the 

government than a business enterprise and subject the 

authority to railroad decisions made on a political basis 

rather than a business basis. The rest of the 

transportation is in the private sector of the economy so 

the government would be competing with private 

transportation companies on political grounds but with the

resources behind the state government. The action forcing
\

mechanism could allow the State to force the authority to 

charge unreasonably low land rents or low tariffs in direct 

competition with private land owners and private 

transportation companies. Politics should be separated from 

the day to day operations of the railroad authority. The 

operations of the railroad should be run by business 

considerat i o n s .

Therefore, the deletion of section 42.40.710 would affect 

the State by preventing the State from unfairly interjecting 

itself into the free enterprise and free market system.



Page 41

Lines 9-30 • 

and following 

page, lines 

1-11

42.47.715 should be stricken under the same above reasoning. 

The operations of the railroad authority should be governed 

by business considerations rather than political ones so 

that it can compete fairly with private enterprise. On the 

other hand, the expansion of the railroad requiring state 

funds is a political decision.

Therefore, the striking out of Section 42.47.715 which set

forth the Governors' intervention in control of the Railroad
»

is really covered in Sec. 42.40.720 and is unnecessary. The 

power of the authority should be vested in the Board.

42.47.715 is really unnecessary if 720 remains in the Bill. 

720 allows the government to get a court to impose a 

Trusteeship over the Railroad under circuratances similar to 

715. Therefore, the State is amply protected and the 

deletion of 715 streamlines the Railroad operation and this 

Bill.



Page 45

Lines 12-17 The Railroad requests that the word "Municipality” be 

deleted from any license or permit provision in this 

statute. The Railroad presently negotiates with a number of 

Municipalities regarding crossings, traffic signals, etc.

If the Municipalities were granted authority to regulate the 

Railroads' passage through their boundaries, the Railroads' 

transportation of goodb and services could be controlled and 

severely disrupted by Municipality control and Mayoral 

constituents.



Line 16 Chief Counsel has been incorrectly deleted from the 

definition of "Executive Officials."



Chief Counsel has been incorrectly deleted from the 

definition of "Executive Officials."



PLEASE NOTE; THE PRECEDING PAGES HERE TREATED 
AS A UNIT IN THE ORIGINAL DOCUMENT,
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SUBJECT :

TO:

FROM:

S e c t i o n a l  a n a l y s i s  o f  A l a s k a  R a i l r o a d  
A u t h o r i t y  B i l l  (Work O r d e r  N u m b e r  12-0866)

S e n a t o r  M. E .  D a n k w o r t h

R a n d o l p h  G .  B e r r y  
L e g i s l a t i v e  C o u n s e l

I n  a c c o r d a n c e  w i t h  y o u r  r e q u e s t ,  t h e  f o l l o w i n g  i s  a 
s e c t i o n - b y - s e c t i o n  a n a l y s i s  o f  y o u r  b i l l  e s t a b l i s h i n g  t h e  
A l a s k a  R a i l r o a d  A u t h o r i t y  (Work O r d e r  N o .  12-0093).

S e c .  1 o f  t h e  b i l l :

S e c .  42 .40 .010  e s t a b l i s h e s  t h e  A l a s k a  R a i l r o a d  
A u t h o r i t y  a s  a p u b l i c  c o r p o r a t i o n  w i t h i n  t h e  D e p a r t m e n t  
o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s .

S e c .  42 .40 .020  p r o v i d e s  t h a t  t h e  a u t h o r i t y  s h a l l  b e  
g o v e r n e d  b y  a b o a r d  o f  d i r e c t o r s .

S e c .  42 .40 .030  s e t s  o u t  t h e  m e m b e r s h i p  o f  t h e  b o a r d  o f  
d i r e c t o r s ,  t h e  m e t h o d  o f  a p p o i n t m e n t ,  a n d  q u a l i f i c a t i o n s  
o f  t h e  m e m b e r s .

S e c .  42 .40 .040  p r o v i d e s  f o r  a f o u r  y e a r  t e r m  o f  o f f i c e  
f o r  d i r e c t o r s  a n d  p r o v i s i o n s  f o r  f i l l i n g  o f  v a c a n c i e s .

S e c .  42 .40 .050  s e t s  o u t  p r o c e d u r e s  t o  b e  f o l l o w e d  i n  
t h e  e v e n t  o f  a c o n f l i c t  o f  i n t e r e s t  b y  a m em b e r  o f  t h e  
b o a r d  o f  d i r e c t o r s .

S e c .  42 .40 .050  p r o v i d e s  f o r  p e r  d i e m  a n d  t r a v e l  
e x p e n s e s  f o r  t h e  d i r e c t o r s .

S e c .  42 .40 .070  e s t a b l i s h e s  t h e  q u o r u m  f o r  t h e  b o a r d  o f  
d i r e c t o r s .

F ®  2 6  8 8 1



Senator M. E. Dankworth 
Page 2
February 26, 1981

Sec. 42.40.080 provides that board meetings are public 
m e e t i n g s . ■

Sec. 42.40.090 requires board to keep minutes of its 
m e e t i n g s .

Sec, 42.40.100 allows the board to employ a president 
to manage the authority and sets out certain q u a l i f i­
cations for the president.

Sec. 42.40.110 sets out the general powers of the 
authority, including operating authority and financial 
p o w e r s .

Sec. 42.40.120 provides that the authority shall 
provide for the operation of the Alaska Railroad, 
either operating the railroad itself or otherwise, and 
allows the authority to expand the operations of the 
railroad.

Sec. 42.40.130 provides that the board shall adopt and 
issue regulations pertaining to its operations and the 
operations of the railroad.

Sec. 42.40.140 requires the board to prepare and 
distribute an annual report.

Sec. 42.40.150 requires an annual audit of the 
authority by the legislative auditor or by an 
independent auditor acceptable to the legislative 
a u d i t o r .

Sec. 42.40.160 allows the authority to issue and sell 
bonds and notes to provide money for corporation p u r­
poses, including the operation, maintenance and 
expansion of the railroad; provides that these bonds 
and notes are payable from funds and assets of the 
corporation; allows the authority to determine the 
number, denomination and other matters relating to the 
issuance of bonds and notes; allows the authority to 
make pledges and guarantees with respect to the 
security for the bonds end notes; the payment of 
interest and principal, the redemption of the bonds, 
and the establishment of special funds for payment cr 
redemption of the bonds or notes; and allows the



Senator M. E. Dankworth
Page 3
February 26, 1981

a u t h o r i t y  t o  m ake  p l e d g e s  w i t h  r e g a r d  t o  t h e  
a p p o i n t m e n t  a n d  p o w e r s  o f  a  t r u s t e e  o r  t r u s t e e s  t o  
p r o t e c t  t h e  i n t e r e s t s  o f  t h e  h o l d e r s  o f  t h p  b o n d s  a n d  
n o t e s  i s s u e d  b y  t h e  a u t h o r i t y .

S e c .  42 .40 .170  r e q u i r e s  t h e  a u t h o r i t y  t o  r e t a i n  t h e  
s e r v i c e s  o f  a n  i n d e p e n d e n t  f i n a n c i a l  a d v i s o r  w h e n  
n e g o t i a t i n g  f o r  t h e  p r i v a t e  s a l e  o f  b o n d s  o r  n o t e s .

S e c .  42 .40 .180 p r o v i d e s  t h a t  p l e d g e s  o f  a s s e t s  o r  
r e v e n u e  m ade  b y  t h e  a u t h o r i t y  as  s e c u r i t y  f o r  t h e  
p a y m e n t  o f  p r i n c i p a l  o r  i n t e r e s t  o n  b o n d s  o r  n o t e s  a r e  
b i n d i n g  o n  t h e  a u t h o r i t y .

S e c .  42 .40 .190 g r a n t s  t h e  h o l d e r s  o f  a u t h o r i t y  b o n d s  o r  
n o t e s ,  o r  t r u s t e e s  a p p o i n t e d  t o  p r o t e c t  t h e  h o l d e r ' s  
i n t e r e s t s ,  t o  e n f o r c e  t h e  r i g h t s  g r a n t e d  u n d e r  t h i s  
c h a p t e r  a n d  p l e d g e s  made  u n d e r  t h e  t r u s t  a g r e e m e n t  o r  
r e s o l u t i o n  o f  t h e  b o a r d .

Sec. 42.40.200 provides that bonds and notes of the 
corporation are negotiable instruments.

Sec. 42.40.210 provides that bonds and notes of the 
authority are securities which are eligible for inv e s t­
ment of state funds and qualify for investment of 
reserves and other funds by insurance companies, banks 
and other companies maintaining reserve accounts.

Sec. 42.40.220 allows the authority to issue refunding 
bonds to replace previously issued and outstanding 
bonds and notes of the authority.

Sec. 42.40.230 provides that the authority is not 
allowed to pledge the taxing power of the state or 
assets of the state other than the assets of the 
authority.

Sec. 42.40.240 protects the officers and employees of 
the authority from personal liability for the issuance 
of bonds or notes by the corporation.

Sec. 42.40.250 grants tax exempt status to the 
authority and to bonds and notes issued by the 
au t h o r i t y .



S e c .  42 .40 .270  a l l o w s  t h e  b o a r d  o f  d i r e c t o r s  t o  
d i s s o l v e  t h e  a u t h o r i t y  a f t e r  p r o v i s i o n  f o r  r e p a y m e n t  o f  
a l l  i t s  b o n d s  a n d  n o t e s ,  b u t  r e q u i r e s  l e g i s l a t i v e  
a p p r o v a l  o f  t h e  d i s s o l u t i o n .

S e c .  42 .40 .280  p r o v i d e s  t h a t  p e r s o n n e l  o f  t h e  a u t h o r i t y  
a r e  i n  t h e  e x e m p t  s t a t e  s e r v i c e .

S e c .  42 .40 .990  d e f i n e s  v a r i o u s  t e r m s  u s e d  i n  t h e  
p r e v i o u s  s e c t i o n s .

S e c .  2 e s t a b l i s h e s  t h e  t e r m s  f o r  i n i t i a l  m em b e r s  o f  t h e  
b o a r d  o f  d i r e c t o r s  a p p o i n t e d  u n d e r  s e c .  4 2 .4 0 .0 3 0 .

S e c .  3 p r o v i d e s  f o r  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  
R a i l r o a d  A u t h o r i t y  t o  e n t e r  i n t o  n e g o t i a t i o n s  w i t h  
r e p r e s e n t a t i v e s  o f  t h e  f e d e r a l  g o v e r n m e n t  f o r  t h e  t r a n s f e r  
o f  t h e  A l a s k a  R a i l r o a d  t o  t h e  a u t h o r i t y .

R G B : l j b
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S e n a t o r  R a y ,  S e n a t o r  K e r t u l l a ,  S e n a t o r  D a n k w o r t h ,  C o m m i t t e e  M e m ­

be r s :  I am L e o n a r d  B l a c k  a n d  am s p e a k i n g  f o r  t h e  c o a l i t i o n  of

The A l a s k a  R a i l r o a d  l a b o r  u n i o n s .  T h i s  c o a l i t i o n  i n c l u d e s  the 

B r o t h e r h o o d  of R a i l r o a d  C a r m e n ,  t h e  I n t e r n a t i o n a l  A s s o c i a t i o n  of 

M a c h i n i s t s ,  the U n i t e d  T r a n s p o r t a t i o n  U n i o n ,  the A m e r i c a n  F e d e r­

a t i o n  of G o v e r n m e n t  E m p l o y e e s ,  a nd  the A m e r i c a n  T r a i n  D i s p a t c h e r s  

A s s o c i a t i o n ,  a l l  of w h o m  r e p r e s e n t  e m p l o y e e s  of The A l a s k a  R a i l ­

ro a d ,  a n d  a l s o  h a v e  r e p r e s e n t a t i v e s  h e r e  t o d a y .  Th e s i g n i f i c a n c e  

of this B i l l  and S t a t e  a c q u i s i t i o n  of The A l a s k a  R a i l r o a d  is 

p a r t i c u l a r l y  i m p o r t a n t  at t h i s  t i m e  w h e n  t h e  S t a t e  of A l a s k a  is 

e n t e r i n g  i n t o  an e x c i t i n g  er a;  we a re e x p a n d i n g  the d e v e l o p m e n t  

of o ur  v a s t  m i n e r a l  d e p o s i t s .  Th e  A l a s k a  R a i l r o a d  is v i t a l  to 

the s u c c e s s  of thi s e f f o r t .  All of t h i s  is h a p p e n i n g  at a time  

w h e n  the F e d e r a l  G o v e r n m e n t  is s e e k i n g  to d i v e s t  i t s e l f  of the 

R a i l r o a d  w h i c h  it c o n s i d e r s  to be w i t h i n  the p r o p e r  d o m a i n  of the 

S t a t e .  T h e  e m p l o y e e s  of T h e  A l a s k a  R a i l r o a d  a p p r e c i a t e  the c o n ­

s i d e r a t i o n s  i n c o r p o r a t e d  to d a t e  in S B 212 a n d  s t r o n g l y  e n d o r s e  

an d s u p p o r t  the c o n c e p t  of t r a n s f e r r i n g  the R a i l r o a d  to t he  S t a t e  

of A l a s k a .  We w a n t  the t r a n s f e r  to p r o c e e d  s m o o t h l y  and o ur  

f u t u r e  r e l a t i o n s h i p  w i t h  t he A u t h o r i t y  to be s u c c e s s f u l  for the 

S t a t e ,  the e m p l o y e e s  of The A l a s k a  R a i l r o a d ,  o u r  c u s t o m e r s ,  and 

the t a x p a y e r s .  We a r e  all t a x p a y e r s  a n d  c i t i z e n s  of A l a s k a  as 

w e l l  as e m p l o y e e s  of the R a i l r o a d .  As s u c h ,  we are v i t a l l y  

c o n c e r n e d  a b o u t  the f i n a n c i a l  v i a b i l i t y  and f u t u r e  s u c c e s s  of the 

R a i l r o a d .  W i t h  this p e r c e p t i o n  ns ou r m a n d a t e ,  we h a v e  r e v i e w e d  

the Bi l l  a n d  w i t h  the full c o n c u r r e n c e  of our  c o a l i t i o n ,  we w o u l d  

l i k e  l o  o f f e r  t h e s e  p r o p o s e d  a l t e r a t i o n s .
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1

(a) We b e l i e v e  th at  it is in the b e s t  i n t e r e s t  of the A l a s k a

R a i l r o a d  A u t h o r i t y  a n d  the S t a t e  of A l a s k a  t h a t  e m p l o y e e s  be 

a l l o w e d  to m o v e  b e t w e e n  o t h e r  S t a t e  a g e n c i e s  and the A u t h o r i t y  

w i t h o u t  a n y  l o s s  of t i m e  a n d  b e n e f i t s .  To l i m i t  t h e  m o b i l i t y  of 

o t h e r  S t a t e  e m p l o y e e s  as it w o u l d  r e l a t e  to e m p l o y m e n t  w i t h  the

A u t h o r i t y  a p p e a r s  to be s h o r t s i g h t e d .  We do n o t  k n o w  w h a t  the 

f u t u r e  h o l d s  f o r  e i t h e r  the A u t h o r i t y  or the S t a t e .  We do b e­

l i e v e  that m o b i l i t y  b e t w e e n  t he  A u t h o r i t y  a n d  o t h e r  S t a t e  e m ­

p l o y e r s  is in the b e s t  i n t e r e s t  of b o t h  the A u t h o r i t y  and  the 

S t a t e  .

P ag e  1, l i n e  8

O u r  s u p p o r t  f o r  a s y s t e m  of m e r i t  e m p l o y m e n t  w i t h  the A u t h o r i t y  

s h o u l d  not be c o n s t r u e d  as a d v o c a t i n g  a f u l l  s c a l e  b u r e a u c r a t i c  

n i g h t m a r e  in h i r i n g  e m p l o y e e s .  We s t r o n g l y  s o l i c i t  y o u r  s u p p o r t  

in g u a r a n t e e i n g  tha t the A u t h o r i t y  Is not s u b j e c t  to e m p l o y m e n t  

by " p r e s s u r e . "  We do not w a n t  the p o s i t i o n s  and j o b s  of the

A u t h o r i t y  to be f i l l e d  on the b a s i s  of p o l i t i c a l  f r i e n d s ,  n e p o ­

ti s m , or o t h e r  f a c t o r s  not d i r e c t l y  r e l a t e d  to the q u a l i f i c a t i o n s

of the i n d i v i d u a l  for the p o s i t i o n  to be f i l l e d .  T h i s  i s s u e  is

v i t a l l y  i m p o r t a n t  to al l p e o p l e  i n v o l v e d  w i t h  the S t a t e  a c q u i s i ­

ti o n  of the  R a i l r o a d .  No one  w i l l  b e n e f i t  f r o m  e m p l o y m e n t  on the 

R a i l r o a d  of t h o s e  that  a r e  not h i g h l y  q u a l i f i e d  to f i l l  the p o s i­

t i o n s  for w h i c h  t h e y  a r e  b e i n g  c o n s i d e r e d .  E m p l o y m e n t  on the 

R a i l r o a d  s h o u l d  be fr ee  of n e p o t i s m ,  c r o n y i s m ,  and m u s t  s t a t u t o r ­

ily r e q u i r e  t h a t  the p e o p l e  h i r e d  a r e  t h o s e  tha t ar e em ra ine ntl y 

q u a l i f i e d  f or the p o s i t i o n s  f or  w h i c h  t h e y  a re  b e i n g  h i r e d .

P a g e  1 , l in e  14

(b.) We s t r o n g l y  b e l i e v e  that u n d e r  the P u b l i c  E m p l o y m e n t  R e l a ­

t i o n s  Ac t,  the A u t h o r i t y  e m p l o y e e s  s h o u l d  be c l a s s i f i e d  i n t o

RATIONALE FOR PROPOSED LANGUAGE

Page 1 , line 3
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C a t e g o r y  A - 3  r a t h e r  t h a n  the c u r r e n t  c l a s s i f i c a t i o n  of A - l . We 

see no d i f f e r e n c e  in the d a y - t o - d a y  o p e r a t i o n s  of The  A l a s k a  

R a i l r o a d  v e r s u s  t h o s e  of a n y  o t h e r  r a i l r o a d  o p e r a t i n g  in the 

L o w e r  48. E m p l o y e e s  of t he L o w e r  48 c a r r i e r s  h a v e  the r i g h t  to

t a k e  j ob  a c t i o n .  We b e l i e v e  the d a y - t o - d a y  n e c e s s i t i e s  of The 

A l a s k a  R a i l r o a d  are  no s t r o n g e r  n o r  a n y  m o r e  v i t a l  to the e c o n o m y  

an d  the w e l f a r e  of the S t a t e  of A l a s k a  t h a n  the L o w e r  48 r a i l­

r o a d s  a r e  to t he  L o w e r  48.

P a g e  1, l i n e  19

(c) T h i s  p r o v i s i o n  w o u l d  a b s o l u t e l y  g u a r a n t e e  that the a c c r u e d  

l e a v e  b a l a n c e s  of a ll  e m p l o y e e s  w i l l  be t r a n s f e r r e d  in tact and 

a v a i l a b l e  to e m p l o y e e s  of the A u t h o r i t y  to t a k e  as n e e d e d .

P a g e  1, l i n e  22

(d) We s t r o n g l y  b e l i e v e  that  the c u r r e n t  l e v e l  of b e n e f i t s  

s h o u l d  not be r e d u c e d  for a n y  c u r r e n t  e m p l o y e e  of the A u t h o r i t y  

a f t e r  the t r a n s f e r .  To r e d u c e  b e n e f i t s  c o u l d  h a v e  a s e v e r e  a d ­

v e r s e  i m p a c t  on the m o r a l e  a n d  p o s i t i v e  a t t i t u d e  tha t o ur  e m p l o y ­

ees c u r r e n t l y  h a v e  as we l o o k  f o r w a r d  to o w n e r s h i p  of The A l a s k a  

R a i l r o a d  by th e S t a t e  of A l a s k a .  To r e d u c e  a n y  e x i s t i n g  b e n e f i t  

w o u l d  be e x t r e m e l y  s h o r t s i g h t e d  and the l o n g - t e r m  n e g a t i v e  i m p a c t  

on the m o r a l e  an d  p r o d u c t i v i t y  of the w o r k f o r c e  w o u l d  be far m o r e  

c o s t l y  th an  a n y  d o l l a r  s a v i n g s  that c o u l d  be i m a g i n e d .

P a g e  1, l i n e  25

(e) We feel tha t th is is s e l f - e x p l a n a t o r y . ,

P a g e  1, l i n e  29 - p a ge  4, line 16

(f)> (g). (h), (i), (j), (k), (1), (m), (n), an d (o) a r e  g u a r a n ­

t e e s  tha t are c u r r e n t l y  e n j o y e d  by a l l  S t a t e  of A l a s k a  e m p l o y e e s .

_ 9 -
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In r e v i e w i n g  the g o v e r n i n g  A l a s k a  S t a t u t e s ,  the c o a l i t i o n  u n a n i ­

m o u s l y  fe lt  t h a t  t h e s e  i t e m s  w e r e  of p a r a m o u n t  i m p o r t a n c e  to the 

e m p l o y e e s  of the R a i l r o a d .  The g u a r a n t e e s  c o n t a i n e d  in t h e s e  

p r o v i s i o n s  of the  A l a s k a  S t a t u t e s  ar e  co f u n d a m e n t a l ,  so a b s o ­

l u t e l y  n e c e s s a r y ,  to p r o t e c t  the r i g h t s  an d p r i v i l e g e s  of a l l  

e m p l o y e e s  of t h e  R a i l r o a d  t h a t  we s t r o n g l y  b e l i e v e  t h e s e  g u a r a n ­

t e e s  s h o u l d  be s t a t u t o r i l y  p r o v i d e d .  T h i s  p r o p o s a l  m e r e l y  

e x t e n d s  the  s a m e  g u a r a n t e e s  to a l l  e m p l o y e e s  of t h e  A u t h o r i t y  as 

are c u r r e n t l y  e n j o y e d  by a l l  o t h e r  S t a t e  e m p l o y e e s  c o v e r e d  u n d e r  

th i s  s e c t i o n  of th e s t a t u t e .  T h e s e  s a f e g u a r d s  p r o c e c t  th e  p e r ­

s o n a l  l i v e s ,  f a m i l y  l i v e s ,  and b a s i c  c o n s t i t u t i o n a l  r i g h t s  of 

e m p l o y e e s .  We c a n n o t  c o n c e i v e  of a n y  e a r t h l y  r e a s o n  th at  t h e r e  

w o u l d  be a n y  o b j e c t i o n  to the c o v e r a g e  of a l l  e m p l o y e e s  of the 

A u t h o r i t y  w i t h  t h e s e  b a s i c  h u m a n  r i g h t s .

P a g e  4, l i n e  18

(p) T h i s w o u l d  p r o v i d e  an o p t i o n  for e m p l o y e e s  of the

A u t h o r i t y  c u r r e n t l y  c o v e r e d  b y  th e F e d e r a l  r e t i r e m e n t  s y s t e m  to 

t r a n s f e r  the r e t i r e m e n t  b e n e f i t s  f r o m  the F e d e r a l  s y s t e m  to the 

A l a s k a  P u b l i c  E m p l o y m e n t  R e t i r e m e n t  S y s t e m  so l o n g  as all  f u n d s  

d e p o s i t e d  w i t h  the F e d e r a l  r e t i r e m e n t  s y s t e m  w e r e  t r a n s f e r r e d  to 

the S t a t e  f u n d .  R e t i r e m e n t  c o v e r a g e  is a v e r y ,  v e r y  v i t a l  i s s u e  

to t h o s e  e m p l o y e e s  c u r r e n t l y  on the R a i l r o a d .  The c o n c e r n  of the 

e m p l o y e e s  for t h e i r  s a f e g u a r d s  tha t t h e y  h a v e  e a r n e d  a n d  w o r k e d  

fo r  f o r  m a n y ,  m a n y  y e a r s  in the f o r m  of r e t i r e m e n t  b e n e f i t s ,  is 

one of the m o s t  s e r i o u s  i t e m s  of c o n c e r n  to e m p l o y e e s  a c r o s s  the 

boa rd .

P a g e  A , l i n e  25

We f e e l  tha t l a b o r ' s  p a r t i c i p a t i o n  on the B o a r d  is i m p o r t a n t  as 

o u r  k n o w l e d g e  of " g r a s s  r o o t s "  o p e r a t i o n  of r a i l r o a d i n g  w o u l d  be 

i n v a l u a b l e  in a s s u r i n g  that the p o l i c i e s  set f o r t h  by the B o a r d

■



w o u l d  be w o r k a b l e  and p r o v i d e  a m i n i m u m  of o r g a n i z a t i o n a l  d i s r u p ­

tio n .

P a g e  5 , l i n e  3 .

We b e l i e v e  th i s  l a n g u a g e  s h o u l d  be a d d e d  to A r t i c l e  30. F i r s t  of 

a l l ,  it is c o n s i s t e n t  w i t h  t h e  A m e r i c a n  s y s t e m  of j u r i s p r u d e n c e  

an d  a r i g h t  to d u e  p r o c e s s  and,  s e c o n d ,  it is a c o n t i n u a n c e  of a 

r i g h t  that  all e m p l o y e e s  c u r r e n t l y  h a v e  a g a i n s t  the a r b i t r a r y  and 

c a p r i c i o u s  r e m o v a l  f r o m  t h e i r  p o s i t i o n  or e m p l o y m e n t .  M a n y  e m ­

p l o y e e s  on the R a i l r o a d  a r e  no t r e p r e s e n t e d  by b a r g a i n i n g  u n i t  

r e p r e s e n t a t i v e s .  T h i s  is not of t h e i r  o wn  d o i n g .  U n d e r  the 

F e d e r a l  L a b o r  R e l a t i o n s  P r o g r a m ,  m a n a g e m e n t  o f f i c i a l s  a b o v e  the 

f i r s t  l e v e l  of s u p e r v i s i o n  are s t a t u t o r i l y  b a r r e d  f r o m  o r g a n i z i n g  

i n t o  u n i o n s  an d c o l l e c t i v e l y  n e g o t i a t i n g  a l a b o r  a g r e e m e n t .  M a n y  

of the p e o p l e  in this c a t e g o r y  h a v e  e x p r e s s e d  f e a r s  and a p p r e h e n ­

s i o n s  a b o u t  b e i n g  a r b i t r a r i l y  or c a p r i c i o u s l y  d e m o t e d  or r e m o v e d  

fo r n o n - j o b - p e r f o r m a n c e  r e l a t e d  r e a s o n s .  S h o u l d  this  g r o u p  of 

e m p l o y e e s  c h o o s e  to c o l l e c t i v e l y  o r g a n i z e  a n d  b a r g a i n  the t e r m s  

a n d  c o n d i t i o n s  of e m p l o y m e n t ,  t h e n  t h i s  p r o v i s i o n  w o u l d  no l o n g e r  

a p p l y  to that  g r o u p  an d  we s t r o n g l y  u r g e  th at  t h e y  do so. H o w ­

e v e r ,  we a l s o  r e c o g n i z e  that t h e r e  are m a n a g e r s  on the p r o p e r t y  

wh o  for one r e a s o n  or a n o t h e r  m a y  not be p r o t e c t e d  by the t e r m s  

of a l a b o r  a g r e e m e n t .  For t h o s e  e m p l o y e e s ,  we are u r g i n g  that 

y o u  p r o v i d e  a du e p r o c e s s  r e v i e w  b e f o r e  a n y  c a r e e r  or l i v e l i h o o d  

or f a m i l y  l i f e  is d e s t r o y e d  f or  r e a s o n s  not r e l a t e d  to p o o r  job 

p e r f o r m a n c e .  The m a x i m  I'm q u o t i n g  is thi s:  If the a c t i o n  w i l l

not s t a n d  the test  of a t h ir d p a r t y  r e v i e w ,  the a c t i o n  s h o u l d  not 

be t a k e n .  T h i s  is a m i n i m a l  p r o t e c t i o n  to t h i s  g r o u p  of p e o p l e  

w h o  c u r r e n t l y ,  as F e d e r a l  e m p l o y e e s ,  h a v e  a far g r e a t e r  p r o t e c ­

t i o n  t h a n  th is  p r o p o s a l  w o u l d  p r o v i d e .
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ARTICLE 8. PERSONNEL & GENERAL PROVISIONS

2

3
4

5

6

7
8 

9
10

11

12

13
14
15
16

17
18
19
20 

21 

22

23
24

25
26
27
28
29
30

31
32

1 Se c .  4 2 . 4 0 . 8 0 0 .  P e r s o n n e l .

(a) A l l  p e r s o n n e l  e m p l o y e d  by The A l a s k a  R a i l r o a d  are p e r s o n n e l  

of t h e  A l a s k a  R a i l r o a d  A u t h o r i t y .  E m p l o y m e n t  w i t h  the A u t h o r i t y  

is d e e m e d  to be e m p l o y m e n t  w i t h  the S t a t e  and a l l  t i m e  and b e n e­

fi t s  a r e  t r a n s f e r r a b l e  to o t h e r  S t a t e  a g e n c i e s .  A . S .  3 9 . 0 5  - .51 

do n o t  a p p l y  to e m p l o y e e s  of the A u t h o r i t y .  A . S .  23 . 4 0 . 0 7 0 (  3) 

d o e s  not a p p l y  to the A u t h o r i t y .  T h e  A u t h o r i t y  w i l l  d e v e l o p  a 

s y s t e m  of e m p l o y m e n t  that p r o v i d e s  for the h i r i n g  and p r o m o t i o n  

of a p p l i c a n t s  an d e m p l o y e e s  on the b a s i s  of the k n o w l e d g e s ,

s k i l l s ,  and  a b i l i t i e s  r e q u i r e d  to p e r f o r m  the d u t i e s  of the p o s i­

t i o n  for w h i c h  t h e y  a r e  b e i n g  c o n s i d e r e d .

(b) F o r  the p u r p o s e s  of the P u b l i c  E m p l o y m e n t  R e l a t i o n s  Act,

A . S .  2 3 . 4 0 . 0 2 0  - . 260, the A u t h o r i t y  is c o n s i d e r e d  a " p u b l i c

e m p l o y e r "  w i t h i n  the m e a n i n g  of that act . The A u t h o r i t y ' s  e m ­

p l o y e e s  are  c l a s s i f i e d  as e m p l o y e e s  u n d e r  A. S.  2 3 . 4 0 . 2 0 0 ( a ) ( 3 ) .

(c) Al l  a c c r u e d  l e a v e  b a l a n c e  s h a l l  be f u l l y  t r a n s f e r r e d  w i t h

the e m p l o y e e s  to th e A u t h o r i t y .

(d) Th e l e v e l  of c u r r e n t  b e n e f i t s  fo r al l e m p l o y e e s  s h a l l  not be 

d i m i n i s h e d  or r e d u c e d  as a r e s u l t  of th is  t r a n s f e r .

(e) N o t h i n g  in this  s t a t u t e  s h a l l  be i n t e r p r e t e d  as to p r e c l u d e  

the u n i o n s  a nd  th e A u t h o r i t y  f r o m  n e g o t i a t i n g  c o n d i t i o n s  of e m ­

p l o y m e n t  and b e n e f i t s  that are p r o v i d e d  for by A l a s k a  S t a t u t e .

(f) No d e p a r t m e n t ,  a g e n c y ,  o f f i c i a l ,  o f f i c e r ,  or a n y  p e r s o n  

e m p l o y e d  by the A u t h o r i t y  m a y  d i r e c t l y  or i n d i r e c t l y :

- 1 -



1. r e q u i r e  or c o e r c e  a n y  e m p l o y e e  of the A u t h o r i t y  to p a r t i c i­

p a t e  in a n y  w a y  in a n y  a c t i v i t y  or u n d e r t a k i n g  u n l e s s  the 

a c t i v i t y  or u n d e r t a k i n g  is r e l a t e d  to the p e r f o r m a n c e  of 

o f f i c i a l  d u t i e s ;

2. r e q u i r e  or c o e r c e  a n y  e m p l o y e e  of the A u t h o r i t y  to m a k e  an y 

r e p o r t  c o n c e r n i n g  a n y  of hi s a c t i v i t i e s  or u n d e r t a k i n g s  

u n l e s s  the a c t i v i t y  or u n d e r t a k i n g  is r e l a t e d  to the p e r­

f o r m a n c e  of his  o f f i c i a l  d u t i e s ;

3. e x c e p t  as d i r e c t l y  r e l a t e d  to the p e r f o r m a n c e  of his o f f i­

ci a l  d u t i e s ,  r e q u i r e  or c o e r c e  a n y  e m p l o y e e  of th e A u t h o r ­

ity to s u b m i t  to a n y  i n t e r r o g a t i o n  or e x a m i n a t i o n  or 

p s y c h o l o g i c a l  t e s t  w h i c h  is d e s i g n e d  to e l i c i t  fr om  him  

I n f o r m a t i o n  c o n c e r n i n g :

a. his p e r s o n a l  re l a t i o n s h i p  w i t h  a n y  p e r s o n  c o n n e c t e d  

w i t h  him  by b l o o d  or m a r r i a g e ,

b. his r e l i g i o u s  b e l i e f s  or p r a c t i c e s ,

c . s e x u a l  m a t t e r s ,

d. his p o l i t i c a l  a f f i l i a t i o n  or p h i l o s o p h y ;

U . c o e r c e  an y e m p l o y e e  of the A u t h o r i t y  to i n v e s t  or c o n t r i b ­

ute his e a r n i n g s  in a n y  m a n n e r  or for an y  p u r p o s e ;

5. r e s t r i c t  or a t t e m p t  to r e s t r i c t  a f t e r - w o r k i n g - h o u r  s t a t e ­

m e n t s ,  p r o n o u n c e m e n t s  or o t h e r  a c t i v i t i e s ,  not o t h e r w i s e  

p r o h i b i t e d  by law  or p e r s o n n e l  ru l e ,  of a n y  e m p l o y e e  of the 

A u t h o r i t y ,  if the e m p l o y e e  d o es  not p u r p o r t  to s p e a k  or act
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in an o f f i c i a l  c a p a c i t y .

(g) The p r o v i s i o n s  of (a) of t h i s  s e c t i o n  do not d i m i n i s h  the 

a u t h o r i t y  of an a u t h o r i z e d  l a w  e n f o r c e m e n t  a g e n c y  to c o n d u c t

c r i m i n a l  i n v e s t i g a t i o n s  of A u t h o r i t y  e m p l o y e e s  s u s p e c t e d  of b e i n g  

i n v o l v e d  in c r i m i n a l  a c t i v i t y .

(h) An A u t h o r i t y  e m p l o y e e  m a y  be a m e m b e r  of a n a t i o n a l ,  s t a t e ,  

or l o c a l  p o l i t i c a l  p a r t y ,  m a y  t a k e  p a r t  in a p o l i t i c a l  c a m p a i g n ,  

an d m a y  e x e r c i s e  his r i g h t  as a c i t i z e n  to e x p r e s s  his o p i n i o n ,  

r e g i s t e r  hi s p a r t y  p r e f e r e n c e ,  if a n y ,  s e r v e  as a d e l e g a t e  to 

p a r t y  c o n v e n t i o n s ,  and c a s t  his v o t e .  T h i s  s e c t i o n  a l s o  p e r m i t s  

a p p o i n t m e n t ,  n o m i n a t i o n ,  or e l e c t i o n  to n o n p a r t i s a n  p u b l i c  o f f i c e  

in a l o c a l g o v e r n m e n t  u n i t .  H o w e v e r ,  this s e c t i o n  m a y  not be

c o n s t r u e d  as p e r m i t t i n g  a n y  e m p l o y e e  to ta ke  an a c t i v e  pa rt  in

the m a n a g e m e n t  of a p o l i t i c a l  p a r t y  a b o v e  the p r e c i n c t  l e v e l .

(i) No p e r s o n  m a y  g i v e ,  r e n d e r ,  pay, o f f e r ,  s o l i c i t ,  or a c c e p t

m o n e y ,  s e r v i c e ,  or o t h e r  v a l u a b l e  t h i n g  in c o n n e c t i o n  w i t h  an 

a p p o i n t m e n t ,  p r o m o t i o n ,  or a d v a n t a g e  in a p o s i t i o n  w i t h i n  the

Aut ho ri t y .

(j) No p e r s o n  n a y  r e q u i r e  an a s s e s s m e n t ,  s u b s c r i p t i o n ,  c o n t r i b u ­

t i o n ,  or s e r v i c e  for a p o l i t i c a l  p a r t y  f r o m  an e m p l o y e e  of the

A u t h o r i t y .

(k) No p e r s o n  m a y  s e e k  or a t t e m p t  to use a p o l i t i c a l  p a r t y  e n­

d o r s e m e n t  in c o n n e c t i o n  w i t h  an a p p o i n t m e n t  or p r o m o t i o n  in the

Aut ho ri t y .

(1) An e m p l o y e e  of the A u t h o r i t y  who s e e k s  n o m i n a t i o n  or b e c o m e s  

a c a n d i d a t e  for s t a t e  or n a t i o n a l  e l e c t i v e  p o l i t i c a l  o f f i c e  s h a l l
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2

1 3

i m m e d i a t e l y  r e s i g n  h i s  p o s i t i o n .

(m) No a c t i o n  a f f e c t i n g  the e m p l o y m e n t  s t a t u s  of an e m p l o y e e  of

| 4 th e A u t h o r i t y  or a p p l i c a n t  f or a p o s i t i o n  in t he  A u t h o r i t y ,  i n­

5 c l u d i n g  a p p o i n t m e n t ,  p r o m o t i o n ,  d e m o t i o n ,  s u s p e n s i o n ,  or r e m o v a l ,

6 m a y  be t a k e n  or w i t h h e l d  for  r a c i a l ,  p o l i t i c a l ,  or r e l i g i o u s

7
8 

9

r e a s o n s  .

(n) No p e r s o n  m a y  m a k e  a f a l s e  s t a t e m e n t ,  c e r t i f i c a t e ,  m a r k ,

10 r a t i n g ,  or r e p o r t  w i t h  r e g a r d  to a t e s t ,  c e r t i f i c a t i o n ,  or a p ­

11 p o i n t m e n t  or in a n y  m a n n e r  c o m m i t  a f r a u d  p r e v e n t i n g  the i m p a r ­

12 t i a l  e x e c u t i o n  of the p e r s o n n e l  r u l e s  a d o p t e d  by the A u t h o r i t y .

13
14 (o) No p e r s o n  m a y  d e c e i v e  or o b s t r u c t  a n o t h e r  p e r s o n  in his

15 r i g h t  to e x a m i n a t i o n ,  e l i g i b i l i t y ,  c e r t i f i c a t i o n ,  a p p o i n t m e n t ,  or

16 pr o m o  t ion .

17
18 ( p ) e m p l o y e e ^  of the A u t h o r i t y  w i l l  h a v e  the o p t i o n  of

19 t r a n s f e r r i n g  t h e i r  a c c r u e d  r e t i r e m e n t  b e n e f i t s  c u r r e n t l y  p r o v i d e d

20 f o r  by the F e d e r a l  G o v e r n m e n t ,  to the A l a s k a  P u b l i c  E m p l o y m e n t

21 R e t i r e m e n t  S y s t e m ,  so l o n g  as a l l  f u n d s  on d e p o s i t  w i t h  the F e d  -

22 e r a l  r e t i r e m e n t  s y s t e m  are t r a n s f e r r e d  to the S t a t e  r e t i r e m e n t

23 s y s t e m .

24
25 (q) One l a b o r  r e p r e s e n t a t i v e  s h a l l  be s e l e c t e d  to s e r v e  as a

26 f u l l  v o t i n g  m e m b e r  of the g o v e r n i n g  B o a r d  of D i r e c t o r s .  T h i s

27 s e l e c t i o n  w i l l  be m a d e  f r o m  a l l s t

28 s u b m i t t e d  by th e U n i o n s  r e p r e s e n t i n g  the o r g a n i z e d  e m p l o y e e s  of

29 T h e  A l a s k a  R a i l r o a d .

30

31
32
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1 A d d  to A r t i c l e  4, # 3 0  ( p a g e  18, l i n e  24)

2

3 A f u l l - t i m e  p e r m a n e n t  e m p l o y e e  of the A u t h o r i t y  w h o  h as  c o m p l e t e d

4 the p r o b a t i o n a r y  p e r i o d  and w h o  is not c o v e r e d  b y  a c o l l e c t i v e

5 b a r g a i n i n g  a g r e e m e n t  an d is d i s m i s s e d ,  d e m o t e d ,  or s u s p e n d e d  f or

6
7

m o r e  t h a n  30 c a l e n d a r  d a y s  s h a l l  be n o t i f i e d  in w r i t i n g  by  his
i\M

s u p e r v i s o r  of the a c t i o n  and  th e r e a s o n  for it a n d  vB t& P  be h e a r d

8 p u b l i c l y  by the b o a r d  of d i r e c t o r s  and m a y  be r e p r e s e n t e d  by

9 c o u n s e l  at the h e a r i n g .  In o r d e r  to be h e a r d ,  the c o m p l a i n a n t

10 s h a l l  r e q u e s t  a h e a r i n g  w i t h i n  15 d a y s  of d i s m i s s a l ,  d e m o t i o n ,  or

11 sus pe ns ion .

12
13 If the b o a r d  f i n d s  that the a c t i o n  c o m p l a i n e d  of w as  t a k e n  for  a

14 p o l i t i c a l ,  r a c i a l  or r e l i g i o u s  r e a s o n  or in v i o l a t i o n  of the

15 r u l e s  a d o p t e d  by the A u t h o r i t y ,  the i n d i v i d u a l  w i l l  be r e i n s t a t e d

16 to his p o s i t i o n  w i t h o u t  l o s s  of pay or l e a v e  b e n e f i t  an d  m a d e

17 t o t a l l y  w h o l e ,  i n c l u d i n g  the p a y m e n t  of a l l  e x p e n s e s  i n c u r r e d  by

18 the e m p l o y e e  in the d e f e n s e  of the a c t i o n ,  for the p e r i o d  of his

19 d i s m i s s a l ,  d e m o t i o n ,  or s u s p e n s i o n .

20

21
22
23
24

25
26
27
28
29 1

30
31
32
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T e s t i m o n y  o f  T o t e m  O c e a n  T r a i l e r  E x p r e s s ,  I n c . ,  
B e f o r e  A l a s k a  S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e  o n  
S e n a t e  B i l l  N o .  212 A p r i l  6, 1982

M r .  C h a i r m a n ,  M em b e r s  o f  t h e  T r a n s p o r t a t i o n  C o m m i t t e e :

I  am L e o n a r d  S h a p i r o ,  V i c e  P r e s i d e n t  o f  P r i c i n g  f o r  T o t e m  

O c e a n  T r a i l e r  E x p r e s s .  T o t e  o p e r a t e s  tw o  n e w  d e e p  w a t e r  

Ro/Ro  v e s s e l s  b e t w e e n  T a c o m a ,  W a s h i n g t o n ,  a n d  A n c h o r a g e ,  

A l a s k a ,  w h e r e  we  i n t e r l i n e  t r a i l e r s  t o  m o t o r  c a r r i e r s  

a n d  t h e  A l a s k a  R a i l r o a d  f o r  m o v e m e n t  t o  t h e  i n t e r i o r  o f  

A l a s k a .

We a t  T o t e m  g r e a t l y  a p p r e c i a t e  t h i s  o p p o r t u n i t y

t o  e x p r e s s  o u r  v i e w s  c o n c e r n i n g  t h e  t r a n s f e r  o f  t h e
♦

A l a s k a  R a i l r o a d  t o  t h e  S t a t e  o f  A l a s k a .  I t  s h o u l d  b e  

n o t e d  t h a t  T o t e m  i s  am ong  t h e  t o p  f i v e  (5) c u s t o m e r s  o f  

t h e  A l a s k a  R a i l r o a d  a n d ,  t h e r e f o r e ,  w e  s t r o n g l y  s u p p o r t  

a  f i n a n c i a l l y  s t r o n g  r a i l r o a d .

T o t e m  h a s  a n a l y z e d  i n  g r e a t  d e t a i l  S e n a t e  B i l l  N o .  212 

a n d  we w i s h  t o  o f f e r  o u r  s u p p o r t  t o  m o s t  o f  t h e  b i l l .  We

f e e l  i t  e n a b l e s  t h e  S t a t e  o f  A l a s k a  t o  s m o o t h l y  h a n d l e  t h e

t r a n s f e r  o f  p o w e r  f r o m  t h e  f e d e r a l  t o  t h e  S t a t e  l e v e l .  We 

s p e c i f i c a l l y  s u p p o r t  t h e  p o s i t i o n  w h i c h  S e n a t e  B i l l  N o .  212 

t a k e s  o n  f u t u r e  e x p a n s i o n  o f  t h e  A l a s k a  R a i l r o a d ,  i n a s m u c h  

a s  t h e  r a i l r o a d  w o u l d  b e  t h e  m o s t  e c o n o m i c  m e a n s  w h e r e b y  

t h e  S t a t e  c a n  d e v e l o p  i t s  e x t e n s i v e  m i n e r a l  r e s o u r c e s .



Development of these resources will mean a significant 

increase in the economic activity of the State and, therefore 

an increase in the economic activity for all carriers.

Many of you have undoubtedly heard rumors concerning 

Totem's position on this takeover of the Alaska Railroad 

by the State of Alaska. I wish to assure all present today 

that rumors to the effect that "Totem opposes the takeover 

of the Alasl i Railroad by the State and desires the railroad 

to remain under Federal control" are totally untrue.

Further we have absolutely no desire to "tie the hands of 

the Alaska Railroad" for rate purposes. Totem's sole desire, 

insofar as Senate Bill 212 is concerned, is to ensure that 

all participants in Alaska's intergrated transportations 

system "play by the same rules". As 1 mentioned above 

Totem is one of the top five customers of the Alaska Railroad 

and as such depends on the Alaska Railroad for a significant 

portion of the transportation service we need in order to 

reach the interior of the State. For Totem to oppose in 

any way legislation which would ensure a financially sound 

railroad, would be sheer business folly.



In reviewing Senate Bill 212 there are two primary 

areas of concern for Totem. These are -

(1) Entry of the Alaska Railroad into the water carrier or

motor carrier field - it is Totem's belief that the 

Alaska Railroad will "have its hands full" in the coming years 

improving its right-of-way and extending its right-of-way 

to tap the mineral resources of the State of Alaska. Private 

enterprise has shown a willingness to supply necessary 

water and motor carrier services both within and to the 

State of Alaska. We can see no need for the Alaska 

Railroad to operate in competition with these services. 

Obviously if private enterprise refuses, does not, 

or cannot supply these necessary services the railroad 

should return to the State Legislature for specific 

authority to enable it to enter into these businesses.

(2) Rate making policies of the Alaska Railroad - The Alaska 

Railroad, by virtue of State ownership, will enjoy both 

direct and indirect subsidies. By direct subsidies I 

refer to such items as direct cash appropriations from 

the State Legislature for either capital or operating 

purposes. Indirect subsidies would take the form of the 

ability to finance debt utilizing tax exempt bonds, the 

ability to avoid the payment of federal, state and local 

property and income taxes, freedom from the need to earn 

a profit with which to support added investment, a re^ cion
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in expenses based on a State-owned entities ability 

to avoid paying for license and other fees, etc.

Private carriers faced with competition from a 

State-owned entity are at a distinct disadvantage if such 

competition is based on "cost alone" inasmuch as the State- 

owned entity has the benefit of both direct and indirect 

subsidies. In the case of the Alaska Railroad cross 

competition exists for a segment of the rail market. We 

at Totem have no desire to have any impact on the pricing 

policies of the Alaska Railroad for the movement of trad­

itional bulk rail commodities.

We feel, however, that the Railroad should not be 

allowed to utilize either direct or indirect subsidies in 

the pricing of cross-competitive commodities where they 

wish to offer rates below those of the privately owned 

ca r r i e r s .

Totem has proposed amendments to S.B. 212 which 

would prohibit the railroad from pricing below the levels 

set by the privately owned carriers where the railroad 

utilized either direct or indirect subsidy to achieve this 

level of price. It should be noted here that we have no 

desire to stop the railroad from meeting rates set by the



p r i v a t e l y  o w n e d  c a r r i e r s .  We a l s o  h a v e  a b s o l u t e l y  n o  d e s i r e  

t o  s t o p  t h e  r a i l r o a d  f r o m  p r i c i n g  b e l o w  t h e  r a t e s  s e t  b y  

p r i v a t e l y  o w n e d  c a r r i e r s  i f  t h e  r a t e  d o e s  n o t  i n c l u d e  t h e  

u t i l i z a t i o n  o f  a n y  d i r e c t  o r  i n d i r e c t  s u b s i d y .

We h a v e  o f f e r e d  a s e r i e s  o f  s p e c i f i c  s u g g e s t i o n s  

t o  c o m m i t t e e  s t a f f  f r o m  b o t h  h o u s e s  c o n c e r n i n g  t h e s e  

a r e a s  a n d  we  l o o k  f o r w a r d  t o  c o n t i n u i n g  d i s c u s s i o n s  w i t h  

y o u  i n  t h e s e  a r e a s .
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T O T E M  O C E A N  T R A I L E R  E X P R E S S ,  I N C .

619 W A R E H O U S E  A V E N U E , S U IT E  242 /  A N C H O R A G E , A L A S K A  99501
PH O N E : (9 0 7 ) 276-5868

Proposed Amendments to S.B. 212 

2/5/82

1. Amend § 42.40.010 (ALAKSA RAILROAD AUTHORITY) by adding the 

following phrase at the end of the first sentence: "for the purpose 

of providing rail transportation services within the State of Alaska."

Comment: The proposed amendment would clarify

the legislative intent that the Railroad Authority 

refrain from entering the motor carrier or water 

carrier business.

2. Redesignate § 42.40.120 (OPERATION OF THE ALASKA RAILROAD) 

as § 42.40.120(a).

3. Add four new subsdections to § 42.40.120 (OPERATION OF THE ALASKA 

RAILROAD), designated as § 42.40.120(b), (c), (d), and (e) as follows:

"(b) The board shall solicit bids from qualified private 

persons or firms to operate the Railroad on a contract basis and 

shall contract for private professional management of the Railroad 

unless the board determines by a 3/4 vote that direct management of 

the Railroad's operations by the board will be significantly less 

costly."
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of the Alaska Railroad will help to insure 

that the Railroad is run on an independent, 

self-sustaining basis and will deviate from that 

principle only to extent that the legislature 

authorized the subsidy of specific enumerated 

services. Direct operation of the Railroad by 

an unpaid board of directors would tend to reduce 

the Railroad's accountability. Contract manage­

ment can be subjected to restrictions and 

regulated by incentives and penalties which 

would not be appropriate to control the board.

11 (c) Notwithstanding any other provision of this Act, 

the operation of the Alaska Railroad shall not be extended to the 

provision of any motor carrier or water carrier service which would 

compete with any motor carrier or water carrier service actually 

provided by a private carrier."

Comment: Where private enterprise is capable of

providing a transportation service, the govern­

ment should stay out. The purpose of this amendment 

is not to restrict or eliminate any current opera­

tions of the Railroad but only to prevent expansion 

of existing operations in direct competition with 

private carriers.

Comment: P riva te , professional management
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"(d) Each competitive service provided by the Alaska Railroad 

shall generate sufficient revenues to the Railroad to cover the cost 

of that competitive service; provided that nothing in this subsection 

shall prevent the Railroad from meeting a rate offered by a private 

carrier for a competitive service.11

"(e) The Alaska Railroad shall be subject to the antitrust 

laws of the state of Alaska."

Comment: A "competitive service" is defined

elsewhere as a service which competes with 

one or more private carriers. Private companies 

engaged in freiqht transportation should not be 

undercut and driven out of business by the opera­

tions of a subsidized, state-owned railroad. Where 

it competes with private freight carriers, the 

Railroad should be required to play by the same 

rules that govern the private carriers. Thus, 

where it competes with private freight carriers, 

the Railroad should be required to conduct its 

operations on a self-sustaining, non-subsidized 

basis and in accordance with the Alaska antitrust 

laws.

We have no objection to state subsidization of 

those services (e.g., passenger and bulk commodity 

services) which do not compete with private carriers.
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Our goal is only to prevent the Railroad's use 

of government subsidies to compete unfairly with 

private carriers.

4. Amend § 42.40.150 (ANNUAL AUDITS) by inserting a semi-colon at 

the end of the last sentence and adding the following:

"except that the financial records of the authority shall identify 

separately the cost of each service provided by the Alaska Railroad 

and revenues to the Railroad generated by each such service. The 

financial records of the authority and of the Alaska Railroad shall 

be available to the public at such reasonable times and places as 

the Board may designate."

Comment: These provisions are Intended to assure

that records are maintained by the Railroad, and 

accessible to the public, which are necessary to 

determine compliance by the Railroad with the 

requirement that the Railroad operate on a self- 

sustaining basis when it competes with private 

carriers.

5. Redesignate § 42.40.990 (DEFINITIONS) as § 42.40.290 and 

amend § 42.40.290 to add three new subsections, designated

§ 42.40.290(4) and (5), and (6), as follows:

"(4) A "service" provided by a carrier means any activity 

which the carrier performs or offers to perform, either individually
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or as part of a through route, as a common carrier, contract carrier

or both, including, but not limited to, any single or multiple 

commodity freight service."

"(5) A "competitive service" means any service in which the 

Alaska Railroad does or would compete with one or more private 

carriers, except that passenger service and bulk commodity service 

are expressly excluded from the term.11

"(6) The "cost to the Alaska Railroad of a competitive 

service means all capital, operating and other costs actually or 

constructively incurred by the Railroad which directly or indirectly 

enhance the Railroad's ability to provide the competitive service. 

Such costs shall include:

(A) An imputed cost for any property or other right, 

privilege or thing of value used, received or acquired by the Alaska 

Railroad without cost or for a consideration less than fair market 

value. The imputed cost of such properties, rights, privileges

and things of value shall be their fair market value as of the date 

of their acquisition or use, whichever occurs first. In the case of 

tangible real or personal property, market value shall be the M.A.I. 

appraised replacement cost, less observed depreciation.

(B) An imputed financing cost computed on the fair market 

value of the property, rights, privileges and things of value des­

cribed in paragraph (A) of this section at the rate determined by the
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Interstate Commerce Commission in the most recent revenue adequacy 

proceeding as the average cost of capital in the railroad industry; 

and

(C) If the Alaska Railroad receives any capital or operat­

ing funds through grants or other direct or indirect subsidies from 

the state or federal governments or any other source, or through

the issuance of tax exempt bonds or obligations, an imputed 

financing cost computed on the amount of such funds at the rate 

determined by the Interstate Commerce Commission in the most recent 

revenue adequacy proceeding as the average cost of capital in the 

railroad industry.

(D) To the extent that costs described in this section, 

actual or imputed, benefit more than one of the services provided by 

the Railroad, the Railroad shall fairly allocate such costs among 

such services in proportion to the use or benefit which each service 

derives.11

Comment: The definitions are necessary to

specify the meaning of proposed subsection 42.40.120

(d), which requires the Railroad to generate 

sufficient revenues from each service which 

competes with private carriers to cover the cost 

of providing that service. The definition of 

cost is intended to place the Railroad on the 

same footing as any private railroad and on the
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same footing as the private carriers with whom

the Railroad competes. The definition is intended

to prevent the Railroad from using public subsidies 

to compete unfairly with private carriers.

6. Add a new section 42.40.300 (COMPLIANCE), as follows:

"The Alaska Railroad shall be operated in strict compliance with 

this Act. The Superior Courts of the state of Alaska shall enjoin 

any act or omission in violation of the terms of this Act upon

petition by any person and shall grant all other appropriate relief,

including damages, to any person injured by such act or omission."

Comment: The Alaska courts should be authorized

to enforce the requirements of the Act.
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TESTIMONY

BEFORE

THE ALASKA SENATE TRANSPORTATION COMMITTEE 

APRIL 6, 1982 

JUNEAU, ALASKA

H. L. SCHUYLER 

SEA-LAND SERVICE, INC.
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I AM HAROLD L. SCHUYLER, DIRECTOR OF PUBLIC AFFAIRS FOR SEA-LAND SERVICE, INC.'S 

ALASKA DIVISION.

WE, AT SEA-LAND, DO NOT OPPOSE THE TAKEOVER OF THE ALASKA RAILROAD BY THE STATE 

OF ALASKA FROM THE FEDERAL GOVERNMENT. THE RAILROAD IS NECESSARY FOR THE 

FUTURE GROWTH OF ALASKA RESOURCE DEVELOPMENT AREAS AND COMMUNITIES. COAL, 

MINERALS, AND FARMING PRODUCTS MUST HAVE AVENUES TO TIDEWATER PORTS IN ORDER TO 

BE EXPORTED TO WORLD MARKETS.

WE HAVE ANALYZED IN GREAT DETAIL SENATE BILL NO. 212 AND APPLAUD ITS IMAGINATIVE 

AND FAR-REACHING PURPOSE; HOWEVER, WE, AT SEA-LAND, ARE CONCERNED ABOUT THE 

ADMINISTRATION, OPERATION, POLICIES, AND RULES AND REGULATIONS UNDER WHICH THE 

ALASKA RAILROAD AUTHORITY WILL BE OPERATING IN CARRYING OUT ITS MISSION.

AS PRESENTLY DRAFTED, THE LEGISLATION PROVIDES US THE FOLLOWING CONCERNS:

1. A STATE OWNED ENTITY WHICH IS EXEMPT FROM ALL FEDERAL, STATE, AND LOCAL 

TAXES HAS A GREAT ADVANTAGE OVER OTHER COMPETITIVE MODES OF TRANSPORTATION 

THAT ARE PAYING TAXES TO THE FEDERAL, STATE, AND LOCAL COMMUNITIES.

2. THE OPPORTUNITY FOR THE PROPOSED RAILROAD AUTHORITY TO SELL BONDS OR BOND 

ANTICIPATION NOTES AS TAX EXEMPT VEHICLES GIVES THE AUTHORITY ANOTHER DEFI­

NITE EDGE IN OBTAINING CAPITAL FOR IMPROVEMENTS AS COMPARED TO PRIVATE 

TRANSPORTATION THAT MUST COMPETE FOR MONEY IN THE OPEN MARKET, PAYING 

CONSIDERABLY HIGHER INTEREST RATES THAN DOES THE STATE GOVERNMENT.



THE RAILROAD AUTHORITY IS VESTED WITH THE ABILITY TO ACQUIRE AND OPERATE 

OTHER MODES OF TRANSPORTATION SERVICE CONNECTING TO THE RAILROAD'S RAIL 

SERVICE IN DIRECT COMPETITION WITH PRIVATE TRANSPORTATION. THIS ALLOWS 

THE RAILROAD TO BUY TRUCK LINES, WATER CARRIERS, AND AIRLINES. THIS PART 

OF THE BILL IS PARTICULARLY WORRISOME AS THE ALASKA RAILROAD AUTHORITY COULD 

VERY WELL BECOME A STATE TRANSPORTATION SYSTEM WITH NO COMPETITION AS THE 

PRIVATE SECTOR WOULD NOT BE ABLE TO FINANCIALLY COMPETE WITH THE AUTHORITY. 

THERE IS ALSO THE FACT THAT THE STATE WOULD LOSE A CONSIDERABLE AMOUNT OF 

TAX BASE IF AND WHEN PRIVATE SECTOR TRANSPORTATION COMPANIES ARE FORCED 

OUT OF BUSINESS.

THE LEGISLATION LIBERALLY DISCUSSES RATE MAKING, AND RATE POLICY. THE 

ESTABLISHMENT OF RATES FOR ALASKA RAILROAD AUTHORITY'S REVENUES WILL EFFECT 

THE PRIVATE CARRIERS OF OTHER MODES OF TRANSPORTATION. WE ARE CERTAINLY 

NOT SUGGESTING THAT THE LEGISLATURE DICTATE THE AUTHORITY'S RATE POLICIES, 

HOWEVER, WE FEEL THAT ALL RATES PRESCRIBED BY THE AUTHORITY MUST BE AT A 

LEVEL SUFFICIENT TO RECOVER THE FULL COST OF PROVIDING THE PARTICULAR 

TRANSPORTATION CONCERNED, TAKING INTO FULL ACCOUNT THE LEVEL OF SUBSIDY 

AND THE COST OF BORROWED CAPITAL. SEA-LAND WOULD URGE SPECIFIC LEGISLATIVE 

AMENDMENTS WHICH WOULD PROHIBIT A STATE-OWNED RAILROAD FROM CHARGING RATES 

WHICH ARE BELOW THOSE CHARGED BY PRIVATELY-OWNED CARRIERS, FOR FREIGHT ON 

WHICH BOTH CARRIERS COMPETE, WHERE THE RATES DO NOT RECOVER THE FULL COST 

OF THE SERVICE OFFERED (TO INCLUDE ANY DIRECT OR INDIRECT SUBSIDY).

WE FEEL THE LEGISLATION NEEDS AN ANTITRUST PROVISION. THE LEGISLATION 

NEEDS TO BE AMENDED TO PLACE THE STATE-OWNED RAILROAD UNDER STATE ANTITRUST



LAWS. ALL OF THE PRIVATELY-OWNED WATER CARRIERS AND MOTOR CARRIERS ARE 

SUBJECT TO THE FEDERAL AND STATE ANTITRUST LAWS, AND WHILE THIS BODY 

CANNOT PLACE THE RAILROAD UNDER FEDERAL ANTITRUST LAWS, STILL IT IS OUR 

BELIEF THAT THE RAILROAD SHOULD BE SUBJECTED TO THE SAME LAWS AS ARE THE 

PRIVATE CARRIERS. IN SHORT, WE SHOULD ALL PLAY BY THE SAME RULES.

6. I AM SURE YOU GENTLEMEN ARE AWARE THAT THE STAGGERS RAIL ACT OF 1980 HAS 

VIRTUALLY DEREGULATED INTERSTATE RAIL SERVICE. AS A PRACTICAL MATTER,

THE ALASKA RAILROAD AND ALL OTHER MAJOR RAIL LINES ARE TOTALLY UNREGULATED. 

WHILE DEREGULATION MAY BE GOOD IN THEORY, THE TRADE BETWEEN ALASKA AND THE 

LOWER 48 IS IN ESSENCE A MICROCOSM: ALL TRANSPORTATION MODES COMPETE

DIRECTLY WITH EACH OTHER FOR THE SAME BASIC CONSUMABLES. WE READILY 

ACKNOWLEDGE THAT LARGE PORTIONS OF THE ALASKA RAILROAD'S FREIGHT ARE BULK 

COMMODITIES; STILL, ALL OF THE COMPETING MODES ARE REGULATED WHILE THE 

RAILROAD IS NOT, THUS GIVING THE RAILROAD A DISTINCT COMPETITIVE EDGE 

WHICH CAN BE SUBJECT TO ABUSE.

7. THE BILL PROVIDES FOR THE ESTABLISHMENT OF CONTRACT RATES BY THE RAILROAD. 

THE STAGGERS ACT ALLOWS CONTRACT RATES BUT THAT LAW CONTEMPLATED THE RAIL­

ROADS ENTERING INTO CONTRACTS WITH MAJOR SHIPPERS WHOSE CARGO THEY HAD 

HISTORICALLY HANDLED FOR THE BENEFIT OF BOTH. THAT CONTRACT ABILITY WAS 

NOT ENVISIOFD TO BE USED AS A COMPETITIVE TOOL, AS IT HAS BEEN UTILIZED 

BY THE ALASKA RAILROAD. SEA-LAND HAS CHALLENGED THESE PRACTICES, BOTH 

BEFORE THE INTERSTATE COMMERCE COMMISSION AND IN THE COURTS, TO NO AVAIL 

BECAUSE THE RAILROAD IS UNREGULATED AND IMMUNE FROM SUIT. WE CANNOT LEGALLY
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ESTABLISH CONTRACT RATES AND, THEREFORE, CANNOT EFFECTIVELY COMPETE WITH 

SUCH RATES. WE URGE THIS BODY TO CRITICALLY SCRUTINIZE THAT PORTION OF 

THE BILL AND DELETE SUCH PROVISIONS FROM THE LEGISLATION.

8. ARTICLES 4 AND 5 OF THE LEGISLATION PROVIDE FOR THE AUTHORITY TO EXERCISE 

THE STATE'S POWER OF EMINENT DOMAIN/CONDEMNATION. SEA-LAND DOES NOT 

CHALLENGE THE STATE'S ABILITY IN THIS AREA, BUT WE STRONGLY FEEL THIS RIGHT 

SHOULD NOT BE LODGED WITHIN THE AUTHORITY BUT SHOULD BE RESERVED TO THE 

STATE TO PRECLUDE ANY COMPETITIVE USE OR ABUSE. IT IS A SIMPLE MATTER FOR 

THE RAILROAD AUTHORITY TO APPROACH THE STATE TO OBTAIN THE ABILITY TO 

ACQUIRE THE NECESSARY RIGHTS OF WAY.

9. SEA-LAND NOTES THAT THE AUTHORITY CAN DETERMINE WHAT INFORMATION IT KEEPS 

CONFIDENTIAL. WE URGE THAT THIS ABILITY IS SUBJECT TO POSSIBLE ABUSE.

AT A MINIMUM, ALL RATES, RULES, PRACTICES, DIVISIONS OF REVENUE, CONTRACTS, 

IF ANY, AND COST DATA MUST BE OPEN TO PUBLIC INSPECTION.

WE, AT SEA-LAND, ARE NOT HERE MERELY TO TELL YOU WHAT IS WRONG WITH THIS 

PROPOSED LEGISLATION. WE WISH TO BE CONSTRUCTIVE AND ASSIST YOU GENTLEMEN IN 

REACHING THE BEST POSSIBLE COMPROMISE WHICH WILL WORK TO THE BENEFIT OF THE 

STATE, ITS CITIZENS, AND THE TRANSPORTATION CARRIERS SERVING ALASKA. TO THIS 

END, I AM ENCLOSING AS AN APPENDIX HERETO, CERTAIN LANGUAGE AND PROPOSED 

AMENDMENTS TO THIS BILL WHICH WE FEEL WILL GO A LONG WAY TOWARD MEETING THE 

NEEDS OF ALL INTERESTED PARTIES, WHILE PROTECTING THE COMPETITIVE ENVIRONMENT 

IN THE ALASKA TRADE.

I AWAIT YOUR QUESTIONS. THANK YOU.

- 4 -



ALASKA STATE SENATE BILL NO. 212 - RAILROAD AUTHORITY

1) Article 1, Page 2. Findings.

Sec. 42.40.100 - Legislative Findings and Policy.
Paragraph (b). It is the policy of the state...
Sub-paragraph (5) To provide reasonably high quality and low cost 
transportation to the people, visitors, and businesses of the state.

Change: We suggest that the entire sub-paragraph (5) or just "and
low cost" be deleted.

2) Paragraph (c), Page 3. The legislature further declares that... 

Sub-paragraph (2)
Sub-paragraph (f) Provide the best possible combination of high quality 
and reasonably low cost transportation.

Change: Suggest that the entire sub-paragraph (f) be deleted or delete
the words, "and reasonably low cost" and replace with "effectively 
managed".

3) Paragraph (c), Page 3.

Sub-paragraph (2)
Sub-paragraph (g) Operate according to sound business management practices.

Change: Add to this statement, "and in a manner that is consistent with
the total transportation needs of the people of the State of Alaska.

4) Paragraph (c), Page 3.

Sub-paragraph (2)
Sub-paragraph (j) Ensure that borrowing by the authority does not 
indirectly endanger the state's own borrowing capacity.

Change: Insert after "authority", "is kept at the minimum level
necessary to meet the railroad's capital needs and", before the word 
"does".



ALASKA STATE SENATE

5) Article 2, Pages 4 and 5.

Sec. 42.40.215. Appointment and Composition of Council.

Comments: Given its structure, per diem compensation level, and conflict 
of interest provisions (see Article 3), it's quite likely that members 
will be highly politically motivated; have little, if any, knowledge of 
business and specifically transportation issues; and be very much 
subject to the whim of the Governor and the Railroad. Perhaps there 
is a business or trade organization in Alaska that could be designated 
in the Statute to nominate members of the Council for the Governor's 
consideration, or at least to develop recommendations as to their 
qualifications.

6) Sec. 42.40.250, Page 7.

Paragraph (b). The council may provide for, in a manner consistent with 
the purposes of this chapter and subject to the approval of the 
governor, the management and operation of the railroad by a third- 
party contractor.

Comment: The operation of the railroad may be operated by a third
party under contract, after a formal bid procedure.

7) Article 2, Page 9.

Sec. 42.40.250. Executive Officials and Limited Delegation.

Paragraph (c). The general manager of the Authority manages the daily 
affairs and operations of the Authority.
Sub-paragraph (8) establishment of rates.

Change: This should be expanded and defined as "a joint management
and council responsibility."

0) Sec. 42.40.310, Pages 11 and 12.

Paragraph (6). Public Council Meetings.

Comment,: All deliberations and decisions relative to land acquisition
or dj'sposal should be made public information.
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AUTHORITY

9) Article 3, Page 14.

Sec. 42.40.340. Public Disclosure of Information. 
Paragraph (a).

Change: Delete second sentence.

10) Article 4, Page 15.

Sec. 42.40.400. General Powers.
Sub-paragraph (8). Acquire property by eminent domain and/or by a 
declaration of taking.

Change: Delete this paragraph.

11) Article 4, Page 16.

Sec. 42.40.400 
Sub-paragraph (16)

Change: After the word "railroad", insert "as a conmon carrier."

12) Article 4, Page 17.

Sec. 42.40.400 
Sub-paragraph (24)

Change: Delete "and low cost" from their sentence and add, "All rates
Thus described shall be at a level sufficient to recover the full cost 
of providing the particular transportation service concerned."

13) Article 4, Page 17.

Sec. 42.40.400 
Sub-paragraph (26)

Change: Delete their paragraph and replace with, "Enter into contracts
and leases peitaining to the properties and facilities of the Railroad.

14) Article 4, Page 18.

Sec. 42.40.400 
Sub-paragraph (27).

Change: Delete their paragraph and replace with, "Plan for and under­
take the extension of the Alaska Railroad's Rail System into areas of 
the State not presently served."



ALASKA STATE SENATE BILL NO. 212 RAILROAD AUTHORITY

15) Article 4, Page 18.

Sec. 42.40.400 
Sub-paragraph (28).

Change: Delete all after "operations" on Line 10, Page 18, and
substitute "and the Railroad has the same ability as any private
transportation company to preserve and protect such employee property 
and operations.

16) Article 5, Page 27.

Sec. 42.40.530. Eminent Domain and Acquisition of Property and 
Material s.

Change: Delete entirely.

17) Article 6, Page 28.

Sec. 42.40.600. Bonds and Notes.
Sub-paragraph (2).

Change: Delete last word "purposes" and add, "approved capital
improvement and expansion projects."

18) Article 7, Page 26.

Sec. 42.40.700. State Review.
Sub-paragraph (a). Prior to undertaking...

Comment: We should make mention of the fact that the words are already
sufficient to include the purchase of water or truck carriers.

19) Article 8, Pages 43 and 44.

Sec. 42.40.855. Exemption from Taxation.

Comment: Recommend deletion of entire section. This section both
exempts the properties of the railroad from state and local taxes, and 
provides that bonds and bond anticipation note interest payments shall 
also be exempt. This is a very substantial subsidy measure and will 
afford the Railroad a significant cost advantage over its competitor 
commercial firms. If this section is not deleted, the legislation 
should require the authority to take into account a hypothetical 
tax liability based on railroad industry standards in the computation 
of rail rates.



SUPPORT FOR POSITION OF WATER CARRIERS AND MOTOR CARRIERS SERVING ALASKA.

STATE OF ALASKA TAKEOVER OF THE ALASKA RAILROAD:

THE ISSUE:

As you are undoubtedly aware, the federal government has indicated a desire 

to transfer ownership of the Alaska Railroad to the State of Alaska.

Current press reports indicate that, while the state is agreeable to taking 

over ownership and operation of the Alaska railroad, there are a host of 

problems with the transfer legislation. Most of these problems revolve 

around the transfer of rail lands as well „s the ability of the State of 

Alaska to further expand the railroad.

In addition to the problems mentioned above, the existing water carriers and 

motor carriers who operate between the Lower 48 and the State of Alaska, are 

seriously concerned with the potential impact this transfer may have on the 

existing transportation system between the Lower 48 and various destinations 

in Alaska. It should be noted that currently Alaska enjoys one of the finest 

integrated transportation systems in the nation. Water service is provided 

between the Lower 48 and Alaska utilizing all major modes (ro-ro, container, 

rail barge and break bulk barge). Competition between the carriers providing 

this service has always been intense and the result has been very high levels 

of service as well as relatively low prices for the service. Indeed, price 

competition has been so severe that many observers have often equated this 

competition to that of a "rate war."



Within the State of Alaska the transportation system has become very well 

developed with a multitude of motor carriers, as well as the Alaska Railroad, 

serving intrastate needs. This system is well integrated with many of the 

highway carriers using rail piggyback service icr a portion of their movement. 

Again, the marketplace has seen a very high degree of both service and price 

competition.

THE CONCERNS OF THE WATER CARRIERS AND MOTOR CARRIERS:

In assessing the impact the transfer from federal to state ownership will have 

on existing, privately-owned water carriers and motor carriers, we have three 

major concerns. All of these concerns revolve around the fact that the 

railroad would be owned by a state entity and thus not subjected to the 

normal "checks and balances" any privately-owned business is subjected to when 

that business is faced with the need to earn a profit to enable it to re­

invest in its business, as well as pay a fair return to its stockholders. Our 

major concerns are:

1. Entry by the Railroad into the Water Carrier or Motor Carrier business:

The private carriers desire legislation which will prohibit 

entry by a state-owned railroad into the water carrier or motor 

carrier business.

We feel quite strongly that the Alaska Railroad, which has enjoyed an 

average subsidy of 17.5 percent of revenue for the past several years, 

should direct all of its energies towards operating the most efficient 

rail service possible. Utilization of either their direct or indirect

-  2 -



subsidies (indirect subsidies are those the railroad enjoys by virtue 

of public ownership: examples would be significantly lowered interest rates 

due to tax exempt bonds; elimination of need to earn a profit; lack of 

any requirement that they pay interest on their working capital; freedom 

from taxation; elimination of the requirement that they pay for licenses, 

permits, etc.) to enter the water or motor carrier fields. Currently, the 

water carrier field is served by all four major modes, ro-ro, container, 

rail barge and break bulk barge, and we see no long-term shortfall in 

available capacity. Within the motor carrier field, there are a multitude 

of motor carriers available in the state, and this industry has been 

severely depressed for several years, i.e., there has been significant 

overcapacity available.

2. Anti trust:

Private carriers desire legislative amendments which would place 

a state-owned railroad under both the federal and state antitrust 

laws.

All of the privately-owned water carriers and motor carriers are subject 

to the federal and state antitrust laws. It is our belief that the rail­

road should be subjected to the same laws as the private carriers are.

In short, we should all play by the same rules.

3* Ratemaking Policy:

Private carriers desire specific J_e gj_slative a mend men ts which 

would prohibit a_ state-owned rai 1 road from charging rates which



are below those charged by privately-owned carriers, for

freight on which both carriers are cross-competitive, that is, 

compete for the same traffic, where the rates do not recover 

the full cost of the service offered (to include any direct or 

indirect subsidy).

The railroad, by virtue of state ownership, will in all probability enjoy 

some form of direct subsidy as well as orjoy the benefits of indirect 

subsidization (as discussed above, by virtue of state ownership the 

railroad is not faced with all of the expenses which a privately-owned 

and operated corporation is subjected).

We believe that on all traffic where the railroad competes for the same 

traffic with privately-owned and operated carriers, the railroad should 

not be permitted to utilize its direct or indirect subsidies to set rates 

below those established in the private marketplace. This, we feel is 

simply "fair play" inasmuch as the private carriers do not have available 

to them the railroad's direct or indirect subsidies and wo have no desire 

to become involved in any subsidy schemes. Certainly, if the railroad, 

without using either direct or indirect subsidies, can price their service 

below that of the privately-owned and operated carriers, they should be 

allowed to do so.

ANSWERS TO QUESTIONS WE HAVE BEEN ASKED;

In making our feelings known, we ha/c been asked the following questions by 

many individuals:
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1. Why Isn't ICC Regulation of the Alaska Railroad's Rates Sufficient to

Eliminate any Droblems the Private Carriers Might Have With the 

Railroad Utilizing Subsidies to Compete With the Private Carriers?

The privately-owned carriers feel, quite strongly, that the ICC is not 

set up to regulate a state-owned railroad. Commission cost accounting 

procedures have no method of taking into account either direct or 

indirect subsidization which the state-owned railroad may receive. It 

should further be noted that a primary component of commission regulation 

of railroads is the fact that the railroad must face the "test of the 

marketplace" in terms of its ability to earn a profit, i.e., a primary 

component of the Staggers Act, which significantly changed the reasonable­

ness test for railroad rates was the feeling that in the "long run" the 

railroads would not price their services below cost because they would 

have to eventually earn a profit on the provision of those services.

As discussed in the foregoing, a state-owned railroad would of course 

have no need to earn a profit. Additionally, the ICC has no method of 

factoring in to any cost analysis (assuming that they utilize their 

current cost formulas) the value of direct and indirect subsidies which 

would be received by the railroad. Thus, commission regulation is not 

a viable method of ensuring that the economic advantages enjoyed by a 

state-owned railroad are not utilized unfairly against the railroad's 

privately-owned compotitors.

- 5



2. Doesn't the Desire of the Private Carriers to Establish a "Rate Floor"

in Reality "Tie the Hands" of the Alaska Railroad?

The privately-owned carriers have absolutely no desire to establish 

anything akin to a "rate floor" or to "tie the hands" of the Alaska 

Railroad. What we desire is simply that the railroad "play by the same 

rules" as privately-owned carriers. Our sole concern regards the rail­

road's rate practices on movements of commodities which can and do 

move by both the railroad and the privately-owned carriers. We have 

absolutely no desire to have any impact on the railroad's rate policies 

for the movement of such bulk commodities as coal, gravel and other 

historic rail bulk commodities.

Within that area of commodities which are cross-competitive, all we have 

asked is that the railroad not be allowed to use its direct or indirect 

subsidies wh*n it sets prices which are below those which have been set 

between private carriers in a free and competitive marketplace. It should 

be noted that our position allows the railroad to meet any rates set by 

the private carriers irrespective of whether or not the railroad can 

earn a profit by so doing -- all we ask is that the railroad not be allowed 

to artifically depress the rates of the private carriers through the use 

of either direct or indirect subsidies -- if the railroad can legitimately 

price below the private carriers and still earn a profit, they should 

certainly be allov/ed to do this.

3. What is the Position of the Private Carriers on the Expansion of the 

Railroad?
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The private carriers feel the railroad should be expanded and utilized 

as the primary tool in developing the mineral deposits within the State 

of Alaska. Any expansion of the railroad will improve the overall 

business climate in Alaska and such improvement will automatically 

mean there will be more business available for all carriers. We feel 

it is a legitimate use of state power for the state to use its railroad 

to assist in opening up undeveloped areas of the state and the private 

carriers will certainly support the Alaska railroad in these efforts.

The Privately-Owned Carriers Proposed Amendments to the Current Transfer 

Legislation are Too Complex:

While we admit that our proposed amendments to the current transfer 

legislation are somewhat complex, it must be realized that the issues 

we attempt to address are quite complex. Certainly, within the rate area 

any legislation which attempts to deal with this problem must include 

rigorous definitions of what both the intent and the method of implementa­

tion are if we are to avoid abuses by either side. The private carriers 

have no "pride of authorship" in this area and we stand ready to work 

with all members of the public sector to ensure that the stato arrives 

at the fairest, and easiest-to-enforce legislation.

Isn't This Only a "Tempest in a Teapot" and in Fact Private Carriers 

Will "Continue to do Business As Usual" No Matter How the Transfer of 

the Railroad Occurs?

Certainly the private carriers have not suggested that "if we do not get 

what we want" we will close our doors. We also do not feel that this
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would be the natural outcome if the private carriers are unsuccessful 

in obtaining the legislation we seek. What we do feel will occur, over 

time, is that the private carriers, if faced with competition from a 

state-owned railroad which uses its direct and indirect subsidies to 

either underprice them or opeiate a competing water or motor carriage 

service, will simply fail to reinvest the necessary dollars to maintain 

a viable privately-owned and operated service.

One needs only look at the existing services which are available in the 

water-carrier field to see that some of the vessels serving Alaska are 

extremely old (average age 40 years, in some cases). The ability of 

the private water carriers to generate the needed capital to replace 

overage equipment as well as to convince their stockholders that the 

necessary commitments of capital will be economic, is a function of the 

carrier's perception of the marketplace in the "long run." Certainly 

most business would find it difficult to authorize the commitment of 

almost $100 million per vessel (the approximate construction cost of any 

new vessels which would be placed in operation in an Alaskan service) 

when faced with competition from a state-owned railroad which had access 

to bothdirect and indirect subsidies with no constraints on their use.

in the motor carrier field problems could "come on" much more quickly.

Many of the motor carriers operating within the Alaska area are not now 

well capitalized or in the best financial health. Indeed, there have 

been several recent bankruptcies. Certainly investment in new trailers 

and tractors would slow down if these carriers were faced with unrestrained 

competition from a state-owned railroad which had access to both direct 

and indirect subsidies.

- 8 -



EVALUATION 
OF THE

INTERSTATE COMMERCE COMMISSION BUREAU OF ACCOUNTS 
SECTION OF COST DEVELOPMENT JUNE 15, 1981 STUDY 

OF THE ALASKA RAILROAD WATER/RAIL CONTRACT RATES AMD 
WATER/RAIL TARIFF CHARGE RATES



This evaluation of an Interstate Commerce Commission (ICC) 

examination of the Alaska Railroad’s pricing was occasioned by 

expressions that the ICC had concluded that the Alaska Railroad 

insofar as it competes with private companies is not pricing 

below costs. No ICC study stands for that proposition.

Working with data supplied by the Alaska Railroad, and thus 

presumably favorable to the Railroad's position, the ICC report 

in fact demonstrates that the Alaska Railroad's prices for competi­

tive service are provided at a level below the costs the Alaska 

Railroad would experience if it were an unsubsidized private 

enterprise.

A recently released General Accounting Office study casts 

doubt on anyone's ability to determine whether the Alaska Railroad 

is pricing, above costs.!/ GAO concludes that despite its having 

drawn attention to the railroad's lack of costing data, corrective 

action was not initiated until December, 1901, and is still not 

completed. Thus, the Alaska Railroad's costs of providing freight 

transportation service is still unknown.

E x e c u t iv e  Summary

!/ Comptroller General's Report to the Congress, Alaska 
Railroad's Federal Rule Should E n d ; Some Management Problems 
Remain, February 25, 198 2, hereinafter, ""the GAO Study," 
pages 14 and 15.



I n t r o d u c t io n

The Conference Report on Appropriations for the Department 

of Transportation and Related Agencies!/, for fiscal year 1981, 

directed the ICC to provide a determination (along with support­

ing data) to the House and Senate Committees on Appropriations 

as to whether the Alaska Railroad's (the "ARR" or "the Railroad") 

water/rail contract rates and water/rail tariff charges recover 

the full variable cost of such service as well as any subsidy 

allocable in providing such service. The pertinent part of the 

Conference Report states,

PAYMENT TO THE ALASKA RAILROAD REVOLVING FUND

Amendment Number 36:   The Conferees also
direct the Interstate Commerce Commission, in coopera­
tion with the Federal Railroad Administration and the 
State of Alaska, to provide a determination (along with 
supporting data) to the House and Senate Committees on 
Appropriations as to whether Alaska Railroad water/rail 
contract rates and water/rail tariff charges recover 
the full variable cost of such service as well as any 
subsidy allocable in providing such service. Such d e­
termination shall be provided no later than June 1,
1981.

Report No. 98-1400, 96th Congress, 2d Session, p. 14.

The Senate Appropriations Committee gave its reasons for ordering

the study as follows:

"The Committee is concerned that the federally owned 
and subsidized Alaska Railroad may be pricing its 
interstate water/rail services at a level so low as to 
threaten the existence of its unsubsidized private 
carrier compet it ion...".

S. Report No. 96-932, 96th Congress, 2d Session, p. 43.

The ICC completed the required study, entitled, "Study of

the Alaska Railroad Water/Kail Contract Rates and Wafer/Rail

Tariff Charge Rates Pursuant to Amendment No. 36 to the Conference
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Report Making Appropriations for the Department of Transportation 

and Related Agencies" (the "Study") on June 15, 1981. The Study 

used some of the same methods employed in an earlier ICC study of 

two contract rates published by the ARR. The earlier study, man­

dated by Section 709 of the Staggers Rail Act of 1980, P.L. 96-448, 

was published on June 1, 1981, and was entitled, "Study of the 

Alaska Rates Pursuant to Section 709 of the Staggers Rail Act of 

1980" (the "Staggers Act Study").

Background

The principal c^inmmercial link between Alaska and the con­

tiguous or "lower 48" states is by water. No rail route exists, 

and motor carriage up the Al-Can Highway is both prohibitively 

expensive and subject to restrictions by the Province of British 

Columbia.

At present three water c'triers haul virtually all the freight 

moving to Alaska from the lower 48 states. Totem Ocean Trailer 

Express ("TOTE"), Sea Land Service Inc. (Sea Land), and the U.S. 

Government owned and operated ARR are the three principal common 

carriers which publish tariffs for the transportation of cargo by 

water between the lower 48 and Alaska.

TOTE transports trailers in "RO-RO" (roll on/roll off) 

vessels, and Sea Land transports containers in container ships.

TOTE and Sea Land publish competing tariffs, each of which states 

through routes and joint rates which are concurred in by various 

motor carriers.

The ARR, which itself only provides intrastate rail service 

inside Alaska, also publishes a through route/joint rate tariff
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for water/rail service between the lower 48 and Alaska. The water 

portion of this transportation is provided by Alaska Hydrotrain, a 

division of Crowley Maritime Corporation. Hydrotrain transports 

rail cars on barges pursuant to the ARR's water/rail tariff.

TOTE, Sea Land, and the ARR all offer complete through 

transportation to or from inland points in the lower 40 to or 

from inland points in Alaska in conjunction with their respective 

concurring and connecting carriers. Thus TOTE, Sea Land, and the 

ARR rre direct competitors in providing transportation between 

the lower 48 and Alaska.

More than 80 percent of the freight traffic (except oil) 

moving between Alaska and the lower 48 moves between Anchorage 

and the Puget Sound. Most of that movement is by water. But 

Alaska Hydrotrain, the only water carrier of rail cars in the 

trade, publishes no tariffs and establishes no separate charges 

for its services. Its prices are included in the joint rates 

charged by the ARR.

As the Conference Report indicates, TOTE and Sea Land, the 

ARR's unsubsidized competitors, have complained that the Railroad 

is using the public subsidy it receives to publish below cost 

rates on traffic for which it competes with ARR/Hydrotrain.

The Congress therefore mandated the study to examine whether 

the ARR was using the subsidy it receives2/ to price its

2/ The ARR received $6.5 million in subsidy in FY 1980, $10 million 
in FY 1981, and $6 million in 1982. In addition, the ARR/Hydrotrain 
service has received substantial ongoing benefits through government 
construction of facilities such as the harbor facilities at Whittier, 
which the ARR may use free of debt service.
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competitive s e r v i c e V  at a level below that which it could 

maintain without subsidy.

Analysis

The ICC concluded that the ARR's charges for rail service 

recover the cost of providing that service.

Of obvious importance to a finding related to costs is that 

one know what the costs are. The ICC stated that the only cost 

data available was that "developed by the railroad's costing 

system."£/

Therein lies a basic weakness with the Study. The Railroad

has no effective cost information. The General Accounting Office,

at page 18 of its Feb. 25, 1982, study, noted that in its 1978

report GAO had concluded: "Furthermore, the Railroad did not

have information on the cost of transporting specific commodities

to use in setting rates and making other marketing decisions."

GAO then reported that little substantive change had occurred.

Then at page 21 GAO said,

"...[W]e continue to believe that complete cost infor­
mation is crucial to an effective marketing program.
An FRA rate consultant stated that rates are determined 
by the market conditions, not by costs. Our previous 
reports stated that Alaska Railroad's rates should be 
based primarily on costs, but even if they are based on 
market conditions, as the consultant suggests, complete 
cost and revenue information is needed to determine

The ARR maintains a number of services for which little or no 
competition exists. An example is the rail passenger service 
between Anchorage and Fairbanks. In addition, neither TOTE nor 
Sea Land compete for the carriage of bulk commodities between the 
lower 48 and Alaska.

V  T h e  S t u d y ,  p. 1 3.
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which business is the most profitable and should there­
fore be emphasized and encouraged through marketing ef­
forts ."

Thus, the cost data underpinning for any conclusions simply 

do not exist on the ARR.

Even if we assume that the cost data has some relation to 

fact, the Study shows the Railroad's rates to be below cost "as 

well as any subsidy allocable in providing such service." The 

Study demonstrates that the ARR's prices for its competitive 

rail service are set at a level below the costs that the ARR 

would have to pay to meet that service if it did not receive a 

subsidy from the Federal Government. If the ARR were privately 

owned, it would be losing substantial amounts on its competitive 

service.

Table 1 below, which was compiled using data and assumptions 

used by the ICC in the Study, demonstrates this point.

Table 1

WATER/RAIL RAILCAR TRAFFIC: COMPARISON OF REVENUE PER
CARLOAD AND FULL VARIABLE COSTS PER CARLOAD

(Cost of Capital at Government Rate and 
at Private Enterprise Rate)

Full Variable Costs Ratio of Revenue to
per Carload Full Variable Costs

Traffic Category
Revenue per 

Carload
Govt.
Rate

Pvt.
Rate

Govt.
Rate

Pv t . 
Rate

Compet i t ive 1.224 1193 .1.30 9 L.0 3 .00

Noncompetitive 1492 1045 1216 1.4 3 1.23

Total 1299 1151 1340 1.13 .97
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The far right-hand column on Table 1 shows the "Ratio of Revenue 

to Full Variable Costs'1̂ / for "competitive," "noncompetitive," 

and total rail/water traffic moving between the lower 48 and 

Alaska. The Study does not break the water/rail traffic down 

into competitive or noncompetitive categories. But TOTE has 

demonstrated —  without contradiction from the ICC or the ARR —  

that it and Sea Land face competition from the ARR on about 

20 percent of their traffic; the bulk of the "competitive 

traffic" is lumber and building materials.^/

W  The variable cost of providing transportation service includes 
the costs that vary according to the extent of that service, as 
opposed to fixed costs, which remain constant. Examples of vari­
able cost include labor, fuel, and wear and tear on equipment, 
while an example of a fixed cost is the service on outstanding 
debt. The allocation of costs into the variable or fixed catego­
ries may be made in different ways, depending on the period of 
time under consideration and the assignment of certain "common" 
costs to different services. in the Study, the ICC computed seven 
different levels of variable cost, described at pages 17-20 of 
the Study. Table J. uses the lowest level and, thus, the level 
most favorable to the Railroad's position, i.e. ICC's "Level I" 
variable cost computation, the level closest to the ARR's direct 
or out-of-pocket costs. The other cost levels contain some allo­
cation of indirect costs to this traffic.

6/ TOTE identified 15 commodities with which it competes with the 
ARR in a "Motion for Supplementary Action" filed at the ICC on 
January {J , 198 1, in Ex Parte No. 405, the proceeding in which the 
ICC developed the Staggers Act Study. A copy of the Motion, and 
the attached Verified Statement of export witness Carl M. Suavely, 
Jr., is available from counsel for TOTE, Garvey, Schubert, Adams h 
Barer, 1000 Potomac Street, N.W., Washington, D.C. 20007, upon re­
quest. The Study develops cost/revenue ratios for a number of dif­
ferent commodity groups in Appendices E, F, and II. A comparison 
of the TOTE list of 15 commodities with the commodities listed in 
tho Appendices produced a list of seven competitive commodity 
categories, as lollows: housebuilding materials, agricultural
commodities, iron and steel, machinery, paper and printing paper, 
food and drink, and manufactured and miscellaneous. The list is 
not exhaustive, but it is representative: most of the traffic as
to which TOTE/Sea Land and the ARR compete is lumber and building 
materials designated as "housebuilding" in Appendices E, F, and II.



With cost of capital computed at the "embedded cost" to the 

G o vernment,2/ Table 1 shows that the revenues from the competitive 

traffic exceeded the full variable costs by three percent, whereas 

the revenues from the noncompetitive traffic exceeded the full 

variable costs by 43 percent.

However, Table 1 also shows that when the cost of capital 

is increased to the "private enterprise requirements," —  i.e. 

the cost of capital to private enterprises rather than to the 

Government —  the competitive traffic fails to cover the full 

variable costs by 12 percent. In contrast, the revenues on the 

noncompetitive traffic exceed the fuLl variable costs by 

23 percent.

Hence, the Study shows that the availability of the 

Government's capital subsidy does permit the ARR to continue 

the long-term carriage of the competitive commodities at a 

revenue level which would not support a private enterprise rail­

road. The only conclusion available is that the Alaska Railroad 

is using its favored position to compete unfairly with private 

b u s iness.

As the language in the Senate Appropriations Committee 

Report indicates, the Committee wanted the Commission to

V  The embedded cost of capital, to the Government is the price 
the Government actually paid for the capital it has invested in 
rail faci'ities; the cost is much lower than the cost of capital 
to a private individual, since (i) in many cases the Alaska 
Railroad could roly on its subsidy monies rather than borrowing 
funds and (2) the interest rate available to the Alaska Railroad 
reflects the fact that it is an agency cf the Uni t e d .States 
Government, and as such has the full faith and credit of the 
United States behind it.
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(1) increased its reliance on the Federal subsidy and/or

(2) threatened the existence of its unsubsidized competitors. 

However, the Commission directed its entire effort to merely 

developing revenue-to-full variable cost ratios.

The Commission study is silent both as to the effect of the 

ARR's rate policies on the level of the Federal subsiuy, as well 

as to the effect of those policies on the private enterprise 

carriers with which the railroad competes.

The ARR's rate policies can have several effects on the 

competitive private enterprise water carriers. Obviously, if 

its rates divert traffic from those carriers to the railroad, 

there is a direct and negative impact on the gross revenues of 

the competicive carriers and, dependent on the economics of the 

situation, on their net revenues. More subtle perhaps is the 

impact on the willingness of the private enterprise carriers to 

take the risk of future investment in the Alaska trade.

Over the long run, private enterprise capital cannot compete 

pricewise with Government funding. As a result, the private car­

riers will gradually withdraw investment from the trade by not 

replacing existing investment as it becomes worn out or obsolete. 

Ultimately, the private carrier will go out of business altogether 

unless the Government funded carrier does not have or does not 

obtain sufficient capacity to meet the demands of tho trade.

F,ven in times of high demand, a history of below-cost rates -

i.e. below the costs that private enterprise carriers would have 

to pay -- by the Government funded carrier will, cause the private

d e te rm in e  i f  the p r i c i n g  p r a c t i c e s  o f  the A la s k a  R a i l r o a d
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e n t e r p r i s e  c a r r i e r s  t o  b e  r e l u c t a n t  t o  m a k e  i n v e s t m e n t s  i n  n e w  

c a p a c i t y  t o  m e e t  f u t u r e  i n c r e a s e s  i n  d e m a n d .  T h e y  w i l l  r e c o g n i z e  

t h a t ,  i f  t h e  d e m a n d  i n c r e a s e s  d o  n o t  m a t e r i a l i z e  a s  p r o j e c t e d ,  

t h e  G o v e r n m e n t  f u n d e d  c a r r i e r  c a n  a n d ,  p e r h a p s ,  w i l l  u n d e r t a k e  

r a t e  a c t i o n s  t h a t  w i l l  u n d e r c u t  t h e i r  r e t u r n  o n  t h e  n e w  i n v e s t m e n t .
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I n  l i g h t  o f  y o u r  l o n g s t a n d i n g  i n t e r e s t  i n  I n t e r i o r  A l a s k a  a n d  t h e  

r o l e  t h e  A l a s k a  R a i l r o a d  m i g h t  p l a y  i n  t h e  r e g i o n ' s  e c o n o m i c  d e v e l o p m e n t ,

I w a n t e d  to s h a r e  w i t h  y o u  a n u m b e r  o f  p o l i c y  i s s u e s  s u r r o u n d i n g  t h e  

p r o p o s e d  c h a n g e  in  t h e  o w n e r s h i p  a n d  o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d .

I n  t h e  a t t a c h e d  m e m o r a n d u m ,  J o h n  G r a y  o f  ray s t a f f  i d e n t i f i e s  m a n y  

o f  t h e s e  p o l i c y  i s s u e s  a n d  s u g g e s t s  a w a y  to e x a m i n e  t h e m .  J o h n  h a s  

s h a r e d  h i s  t h o u g h t s  i n f o r m a l l y  w i t h  s t a f f  o f  D O T P F  a n d  r e p o r t s  t h a t  t h e y  

a r e  m a k i n g  e v e r y  e f f o r t  t o  a d d r e s s  t h e s e  i s s u e s  w i t h  t h e  l i m i t e d  r e s o u r c e s  

a n d  t i m e  a v a i l a b l e  to  t h e m .  H o p e f u l l y ,  t h e  d e p a r t m e n t a l  a n a l y s e s  w i l l  b e  

s u f f i c i e n t l y  t i m e l y  a n d  p e r t i n e n t  to  l e g i s l a t i v e  i n t e r e s t s  t o  c o n t r i b u t e  

t o  t h e  l e g i s l a t u r e ' s  f i n a l  d e t e r m i n a t i o n .

T h e  I n s t i t u t e  h a s  d e v o t e d  s e v e r a l  y e a r s  to  d e v e l o p i n g  a  p r o f e s s i o n a l  

c a p a b i l i t y  to  a i d  t h e  s t a t e  i n  i t s  t r a n s p o r t a t i o n  p o l i c y  d e v e l o p m e n t  a n d  

t r a i n i n g  a n d  h a s  m a d e  s u b s t a n t i a l  p r o g r e s s  i n  t h e  p a s t  f e w  y e a r s .  A s  d i s ­

c u s s e d  i n  t h e  e n c l o s e d  R e v i e w , o u r  t r a n s p o r t a t i o n  s y s t e m  i s  i n e x t r i c a b l y  

i n t e r m o d ^ l ,  w i t h  s o m e t h i n g  l i k e  8 5  p e r c e n t  o f  a l l  g o o d s  b e i n g  t r a n s p o r t e d  

b y  m o r e  t h a n  o n e  raode o f  t r a v e l .  T h i s  i n t e r r e l a t i o n s h i p  s u g g e s t s  t h a t  

a n y  p o s s i b l e  c h a n g e s  i n  o n e  m o d e ,  s u c h  a s  t h e  r a i l r o a d ,  m a y  a f f e c t  o t h e r  

m o d e s  t o  w h i c h  it  i s  l i n k e d  a n d  t h o s e  w i t h  w h i c h  it  c o m p e t e s .  M o v i n g  

m o r e  f r e i g h t  b y  r a i l  s u g g e s t s  c h a n g e s  in  t h e  d e m a n d  a n d  h a n d l i n g  c a p a c i t y  

o f  p o r t  f a c i l i t i e s ,  w a r e h o u s i n g ,  a n d  t r a n s f e r  f a c i l i t i e s  a n d  v e r y  r e a l  

i m p a c t s  o n  h i g h w a y  u s e s  a n d  o n  t h e  t r u c k i n g  i n d u s t r y .  I d e a l l y , - t h e s e  

i n t e r m o d a l  i m p a c t s  w i l l  a l s o  b e  t a k e n  i n t o  a c c o u n t  i n  d e c i d i n g  t h e  f a t e  

of  t h e  A l a s k a  R a i l r o a d .

A l a s k a  h a s  a n  e x c i t i n g  o p p o r t u n i t y  t o  b u i l d  a f o u n d a t i o n  f o r  i t s  

f u t u r e .  H o p e f u l l y ,  t h e  s u d d e n  a v a i l a b i l i t y  of s u r p l u s  r e v e n u e s  w i l l  n o t  

m a k e  u s  l e s s  j u d i c i o u s  o r  w i s e  i n  m a k i n g  s u c h  i m p o r t a n t  d e c i s i o n s  a s  t h e  

s o u n d  d e v e l o p m e n t  o f  o u r  t r a n s p o r t a t i o n  a n d  p o w e r  i n f r a s t r u c t u r e .
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S e n a t o r  B i l l  R a y  

R e p r e s e n t a t i v e  P a p p y  M o s s  

R e p r e s e n t a t i v e  B r i a n  R o g e r s  

M s .  F r a n  U l m e r ,  D i r e c t o r ,  D P D P

M s .  J e s s i e  D o d s o n ,  S p e c i a l  A s s t . ,  G o v e r n o r ' s  O f f i c e  

C o m m i s s i o n e r  B o b  W a r d ,  D O T P F  

C o m m i s s i o n e r  C h u c k  W e b b e r ,  C E D  

J o h n  G r a y ,  A s s t .  P r o f . , I S E R

S i n c e r e l y ,

L e e  G o r s u  

D i r e c t o r
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L e e  G o r s u c h  

J o h n  G r a y

P o l i c y  Q u e s t i o n s  R e q u i r i n g  E x a m i n a t i o n  P r i o r  t o  a  C h a n g e  i n  

I n s t i t u t i o n a l  S t a t u s  o f  t h e  A l a s k a  R a i l r o a d

T h e r e  n o w  e x i s t s  a  f a i r l y  h i g h  p r o b a b i l i t y  t h a t  t h e  A l a s k a  R a i l r o a d  

w i l l  u n d e r g o  s o m e  f o r m  o f  c h a n g e  i n  i t s  i n s t i t u t i o n a l  f r a m e w o r k  o v e r  t h e  

c o u r s e  o f  t h e  n e x t  t w o  to  f o u r  y e a r s .  T h i s  e x p e c t a t i o n  i s  b a s e d  o n  t h e

p e r c e p t i o n  b y  f e d e r a l  d e c i s i o n  m a k e r s  t h a t :

•  T h e  A l a s k a  R a i l r o a d  n o  l o n g e r  s e r v e s  i t s  o r i g i n a l  f u n c t i o n  (a  

f r o n t i e r  d e v e l o p m e n t  t o o l )  b u t  h a s  b e c o m e  a  c o m p o n e n t  i n  a 

m o r e  m a t u r e  t r a n s p o r t  a n d  e c o n o m i c  s y s t e m ;

0 T h e  s t a t e  n o w  p o s s e s s e s  t h e  r e s o u r c e s  to a s s u m e  r e s p o n s i b i l ^ y  

f o r  t h e  o p e r a t i o n  a n d ,  if  n e c e s s a r y ,  s u b s i d i z a t i o n  o f  t h e  

r a i l r o a d ;

• M i d -  to l o n g - t e r m  t r a f f i c  p r o s p e c t s  s u g g e s t  t h a t  p r i v a t e

c a p i t a l  m i g h t  f i n d  s o m e  d e g r e e  o f  i n v o l v e m e n t  i n  t h e  r a i l r o a d

i n c r e a s i n g l y  a t t r a c t i v e ;  a n d

•'n
•  T h e  r a i l r o a d  w o u l d  b e  c a p a b l e  o f  p r o v i d i n g  m o r e  e f f e c t i v e  

s u p p o r t  to  b o t h  p u b l i c  a n d  p r i v a t e  o b j e c t i v e s  u n d e r  a  r e v i s e d  

o r g a n i z a t i o n a l  a n d  i n s t i t u t i o n a l  s t r u c t u r e .

C l e a r l y ,  t h e  t y p e s  o f  c h a n g e s  w h i c h  c o u l d  e v o l v e  f r o m  t h e  m o d i ­

f i c a t i o n  w h i c h  t h e s e  p e r c e p t i o n s  r e p r e s e n t  c o u l d  h a v e  c o n s i d e r a b l e  

i n f l u e n c e  o n  b o t h  f e d e r a l  a n d  s t a t e  t r a n s p o r t  p o l i c y  a n d  t h e  p o t e n t i a l  

f o r  u t i l i z a t i o n  o f  t h e  r a i l r o a d  a s  a d e v e l o p m e n t  t o o l  b y  o r  i n  t h e  

s t a t e .  T o  u n d e r s t a n d  t h e  b r e d t h  of  t he p o s s i b l e  c h a n g e s  i t  i s  f i r s t  

n e c e s s a r y  to  i d e n t i f y  t h e  i s s u e s  w h i c h  a r e  c r i t i c a l  to  t h e  p a r t i e s  

p o t e n t i a l l y  i n v o l v e d  a n d  h o w  v a r i o u s  s c e n a r i o s  o f  t h e  r a i l r o a d ' s  f u t u r e  

c o u l d  i n f l u e n c e  t h e s e  i s s u e s .

T h e  c o n s u l t a n t ' s  r e p o r t  to t h e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  a n d  

P u b l i c  F a c i l i t i e s  o n  t h e  p r e l i m i n a r y  p h a s e  of  t h e  S t a t e w i d e  R a i l  S y s t e m s  

S t u d y  i d e n t i f i e d  a n u m b e r  o f  q u e s t i o n s  r e q u i r i n g  c o n s i d e r a t i o n  p r i o r  to 

d e c i s i o n  m a k i n g  o n  t h i s  i s s u e .  T h e s e ,  a n d  a n u m b e r  o f  o t h e r s  l i s t e d  

b e l o w ,  i n c l u d e :

T O :

F R O M :  

S U B J E C T :



T h e  s t a t u s  o f  r a i l - r e l a t e d  l a n d s  b o t h  i n  r e l a t i o n s h i p  t o  A N C S A  

c o n v e y a n c e s  a n d  to  t h e  r a i l r o a d ' s  o p e r a t i o n a l  a n d  i n d u s t r i a l  

d e v e l o p m e n t  r e q u i r e m e n t s ;

T h e  s t a t u s  o f  p u b l i c  e m p l o y e e  u n i o n s ,  e x i s t i n g  l a b o r  a g r e e ­

m e n t s ,  e m p l o y e e  b e n e f i t s  a n d  r e t i r e m e n t  p r o g r a m s ,  a n d  e m p l o y e e  

p r o t e c t i o n  c o n d i t i o n s ;

D e s i g n  o f  a n  o w n e r s h i p / o p e r a t i o n a l  s t r u c t u r e  w h i c h  p e r m i t s  t h e  

r a i l r o a d  t o  s e e k  i n v e s t m e n t  capital;,

D e s i g n  o f  a n  o w n e r s h i p / o p e r a t i o n a l  s t r u c t u r e  w h i c h  a v o i d s  t h e  

p u b l i c / p r i v a t e  c o n f l i c t s  n o w  i n h e r e n t  i n  t h e  m a r k e t i n g  o f  t h e  

r a i l r o a d ’s s e r v i c e s ;  • '

D e s i g n  o f  a n  o w n e r s h i p / o p e r a t i o n a l  s t r u c t u r e  w h i c h  g i v e  

m a n a g e m e n t  t h e  f l e x i b i l i t y  to m a k e  e n t r e p r e n e u r i a l  d e c i s i o n s  

a n d  t o  b e  a c c o u n t a b l e  f o r  t h e  o u t c o m e s  of t h e s e  d e c i s i o n s ;

A  d e t e r m i n a t i o n  o f  w h e t h e r  p a s s e n g e r  s e r v i c e  i s  n e c e s s a r y  a n d ,  

i f  s o ,  w h e t h e r  it  is a  p u b l i c  g o o d  w h i c h  s h o u l d  b e  s u b s i d i z e d  

if t h e  r a i l r o a d  is  r e q u i r e d  to c o n t i n u e  i t s  o p e r a t i o n ;

A  d e t e r m i n a t i o n  of  w h e t h e r  t he r a i l r o a d  r e p r e s e n t s  a n  a p p r o ­

p r i a t e  m e c h a n i s m  f o r  i m p l e m e n t i n g  s t a t e  d e v e l o p m e n t  p o l i c y  

a n d ,  if s o, u n d e r  w h a t  t y p e s  o f  f i n a n c i a l ,  o p e r a t i o n a l ,  

p o l i t i c a l ,  a n d  e c o n o m i c  c o n d i t i o n s ;

A  d e t e r m i n a t i o n  o f  t h e  p r e s e n t  a n d  h i s t o r i c  f i n a n c i a l  s t a t u s  

o f  t h e  r a i l r o a d  p a r t i c u l a r l y  a s  t h i s  i n f o r m a t i o n  r e l a t e s  to 

t h e  p r o s p e c t  o f  a t t r a c t i n g  p r i v a t e  c a p i t a l ,  b o t h  e q u i t y  a n d  

d e b t ;

T h e  d e s i r a b i l i t y  o r  u s e f u l n e s s  o f  e s t a b l i s h i n g  a s t a t e  r a i l  

r e g u l a t o r y  c a p a b i l i t y ;

T h e  d e t e r m i n a t i o n  o f  t a x  s t a t u s  ( f e d e r a l ,  s t a t e ,  l o c a l )  o f  

r e v e n u e s  a n d  f o r  r e a l  a n d  o p e r a t i n g  p r o p e r t y  a f t e r  c o n v e y a n c e ;

A n  a s s e s s m e n t  o f  t r a f f i c  p o t e n t i a l  f o r  t h e  r a i l r o a d  a n d  h o w  a n  

i n s t i t u t i o n a l  r e a l i g n m e n t  m i g h t  e f f e c t  v a r i o u s  t r a f f i c  p o s­

s i b i l i t i e s ;

A  d e t e r m i n a t i o n  o f  r e s p o n s i b i l i t y  e n d  o p e r a t i o n a l  m e c h a n i s m s  

f o r  s u b s i d i e s  s h o u l d  o p e r a t i n g  r e v e n u e s  n o t  b e  s u f f i c i e n t  

to c o v e r  o p e r a t i o n  c o s t s  a n d  c a p i t a l  r e n e w a l ;
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A n  a n a l y s i s  o f  t h e  d i f f e r e n t  p o s s i b l e  i m p a c t s  o f  v a r i o u s  

i n s t i t u t i o n a l  a r r a n g e m e n t s  o n  p o t e n t i a l  r a i l  e x t e n s i o n s ;

A n  a n a l y s i s  o f  t h e  i m p a c t  o n  r a i l  c o m p e t i t o r s  o f  v a r i o u s  

i n s t i t u t i o n a l  a r r a n g e m e n t s  f o r  t h e  r a i l r o a d ;  a n d

D e t e r m i n a t i o n  o f  w h i c h  f e d e r a l  f u n d i n g  p r o g r a m s  w o u l d  o r  w o u l d  

n o t  b e  a v a i l a b l e  u n d e r  d i f f e r e n t  o w n e r s h i p / o p e r a t i o n a l  s t r u c­

t u r e s .

W h i l e  m a n y  o f  t h e s e  q u e s t i o n s  h a v e  a l r e a d y  b e e n  i d e n t i f i e d  n o n e  

h a v e  u n d e r g o n e  a n y  d e t a i l e d  e x a m i n a t i o n .  A l t h o u g h  t h e r e  a r e  f i f t e e n  

a r e a s  o f  i n t e r e s t  i d e n t i f i e d  a b o v e  t h e y  s e e m  to g r o u p  t h e m s e l v e s  i n t o  

s e v e r a l  b r o a d  c a t e g o r i e s  e a c h  o f  w h i c h  is s o m e w h a t  i n t e r r e l a t e d  to  

t h e  o t h e r s .

T h e  f i r s t  a n d  c e n t r a l  o f  t h e s e  c o n c e r n s  t h e  o w n e r s h i p ,  o p e r a t i o n a l ,  

a n d  p o l i t i c a l  f o r m  o f  a n y  s c h e m e  f o r  r a i l  s t a t u s  r e v i s i o n .  T h i s  f o r m  

m a y  p l a c e  i m p o r t a n t  l i m i t a t i o n s  o n  t h e  s c o p e  o f  m a n a g e m e n t  d e c i s i o n  

m a k i n g  f l e x i b i l i t y ,  r e s p o n s i v e n e s s  to s t a t e  p o l i c y  m a k i n g  a n d  t h e  

a b i l i t y  to o p e r a t e  t h e  r a i l r o a d  i n  a m a n n e r  a c c e p t a b l e  to  t h e  v a r i o u s  

p o t e n t i a l l y  i n t e r e s t e d  p a r t i e s .  A  v a r i e t y  o f  o p t i o n s  a p p e a r  t o  b e  

a v a i l a b l e  i n c l u d i n g :

• M a i n t a i n  t h e  s t a t u s  q u o .  T h a t  is, c o n t i n u e  to f u n c t i o n  a s  a 

f e d e r a l  a g e n c y .

o R e o r g a n i z e  a s  a f e d e r a l  c o r p o r a t i o n .  I n  f o r m  t h i s  m i g h t  b e

s o m e w h a t  s i m i l a r  to  C a n a d i a n  N a t i o n a l  R a i l w a y .

• R e o r g a n i z e  a s  a  s t a t e  a g e n c y .  T h i s  w o u l d  g i v e  t h e  r a i l r o a d  

s o m e w h a t  t h e  s a m e  s t a t u s  a s  the M a r i n e  H i g h w a y  S y s t e m .

• R e o r g a n i z e  a s  a s t a t e  c o r p o r a t i o n .  S u c h  a n  o p e r a t i o n  m i g h t

b e  s i m i l a r  to  e i t h e r  t h e  B r i t i s h  C o l u m b i a  R a i l w a y ,  t h e

O n t a r i o  N o r t h l a n d  R a i l w a y  o r  to a n y  n u m b e r  o f  s m a l l  o p e r a t i o n s  

d e v e l o p e d  i n  t h e  E a s t e r n  a n d  M i d e a s t e r n  U . S .  d u r i n g  t h e  p a s t  

f i v e  y e a r s .

• R e o r g a n i z e  w i t h  a c o m b i n a t i o n  o f  s t a t e  o w n e r s h i p  a n d  p r i v a t e

o p e r a t i o n .  T h i s  w o u l d  g i v e  t he s t a t e  o w n e r s h i p  o f  s o m e  

c o m b i n a t i o n  o f  t h e  r a i l r o a d ' s  r e a l  a n d  o p e r a t i n g  a s s e t s  

w h i l e  a p r i v a t e  e n t r e p r e n e u r  w o u l d  e i t h e r  e n t e r  i n t o  a l o n g ­

t e r m  l e a s e  a g r e e m e n t  o r  c o n t r a c t  to  o p e r a t e  t h e  p r o p e r t y  i n  

a m a n n e r  s i m i l a r  to t h e  a r r a n g e m e n t  b e t w e e n  t h e  S o u t h e r n  

R a i l w a y  a n d  t he c i f  o f  C i n c i n n a t i  f o r  o p e r a t i o n  o f  s e v e r a l  

h u n d r e d  m i l e s  o f  l i n e  o w n e d  b y  t h a t  c i t y .

• S e l l  t h e  r a i l r o a d  to a p r i v a t e  f i r m  w h o  w o u l d  t h e n  f u n c t i o n  

i n  a  m a n n e r  s i m i l a r  to  c o m p a r a b l e  o p e r a t i o n s  e l s e w h e r e  i n  

t h e  c o u n t r y .
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C l e a r l y ,  t h e s e  o p t i o n s  c a n  d i f f e r  s u b s t a n t i a l l y  i n  t h e  r a n g e  a n d  

s i z e  o f  t h e i r  i m p a c t s  u p o n  t h e  s t a t e .  T h e y  a l s o  w o u l d  p r o v i d e  c o n s i d ­

e r a b l e  v a r i a t i o n  i n  t h e  a m o u n t  o f  i n v e s t m e n t  b y  t h e  s t a t e  ( a l t h o u g h  n o n e  

o f  t h e m  w o u l d  n e c e s s a r i l y  e n t i r e l y  e l i m i n a t e  s t a t e  i n v o l v e m e n t ) .  F i n a l l y ,  

t h e  f o r m  c h o s e n  f o r  t h e  r a i l r o a d  w o u l d  d e t e r m i n e  a l m o s t  e n t i r e l y  t h e  d e g r e e  

t o  w h i c h  r a i l  d e c i s i o n  m a k i n g  i n  t h e  s t a t e  w o u l d  b e  p o l i t i c a l  r a t h e r  

t h a n  c o m m e r c i a l .

A  s e c o n d  g r o u p  o f  t h e  d e c i s i o n  q u e s t i o n s  m i g h t  b e  t e r m e d  i n s t i ­

t u t i o n a l .  T h e s e  i n c l u d e  t h e  l a b o r ,  l a n d s ,  r e g u l a t o r y ,  f e d e r a l  r e l a t i o n ­

s h i p  a n d ,  t o  s o m e  d e g r e e ,  t h e  i n t e r m o d a l  c o m p e t i t i o n  q u e s t i o n s .  W h i l e  

t h e s e  a r e  r e l a t e d  t o  t h e  s t r u c t u r a l  m a t t e r s  o u t l i n e d  a b o v e ,  t h e y  a r e  

g r o u p e d  s e p a r a t e l y  s i n c e  t h e y  n a v e  s u b s t a n t i a l  p o r t i o n s  w h i c h  a r e  

a p p l i c a b l e  t o  a n y  o f  t h e  fo m s  n o t e d  a b o v e .  T h e i r  s o l u t i o n s  m a y  a l s o  

t a k e  s e v e r a l  f o r m s  i n  a n y  o n e  o f  t h e  c a s e s  n o t e d  a b o v e .  T h e s e  m a y  a l s o  

b e  a m o n g  t h e  m o s t  d i f f i c u l t  q u e s t i o n s  to  a n s w e r  s i n c e  t h e y  t e n d  t o  

i n v o l v e  a v a r i e t y  o f  r a t h e r  v o c a l  p o l i t i c a l  c o n s t i t u e n c i e s .

T h e  f i n a l  s e t  o f  a r e a s  a r e  t h o s e  i n v o l v i n g  f i n a n c e  a n d  t r a f f i c .  

C l e a r l y ,  t h e y  c a n n o t  b e  s e p a r a t e d  f r o m  t h e  s t r u c t u r a l  m a t t e r s  o u t l i n e d ,  

h o w e v e r ,  m u c h  o f  t h e  c o n t e n t  of t h e s e  q u e s t i o n s  c a n  b e  r e l e v a n t  t o  a n y  

o f  t h e  p o t e n t i a l  f o r m s .  A s  s u c h ,  t h e y  m a y  s e r v e  a s  d e s c r i p t i v e  b a s e ­

l i n e s  a g a i n s t  w h i c h  t o  e v a l u a t e  a l t e r n a t i v e s .  M u c h  o f  t h e  b a c k g r o u n d  

f o r  t h e s e  a r e a s  a l r e a d y  e x i s t  i n  t w o  d o c u m e n t s :

• " T h e  P r e l i m i n a r y  S t a t e w i d e  R a i l  S y s t e m s  S t u d y "

• " T h e  A l a s k a  R a i l r o a d  - F u t u r e  F r e i g h t  M a r k e t s "

T h e  l a t t e r  i t e m  w o u l d  r e q u i r e  a g o o d  d e a l  o f  u p d a t i n g .

T h e  p r i n c i p a l  a r e a  w h i c h  i s  l a c k i n g  is a s o l i d  u n d e r s t a n d i n g  o f  t h e  

r a i l r o a d ’s f i n a n c i a l  s t r u c t u r e .  I w o u l d  s u s p e c t  t h a t  m u c h  o f  t h e  a c c o u n t ­

i n g  d a t a  w h i c h  o n e  m i g h t  n e e d  t o  c o m p a r e  t h e  A R R  o p e r a t i o n s  w i t h  t h o s e  

o f  o t h e r  c a r r i e r s  w i l l  n o t  e x i s t  s i n c e  t h e  r a i l r o a d  h a s  b e e n  r e q u i r e d  t o  

m a i n t a i n  i t s  b o o k s  o n  t h e  b a s i s  o f  f e d e r a l  g o v e r n m e n t  a c c o u n t i n g  p r a c t i c e s  

r a t h e r  t h a n  i n d u s t r i a l  p r a c t i c e s .  A d d i t i o n a l l y ,  v a l u i n g  e x i s t i n g  c a p i t a l  

a s s e t s  c o u l d  b e  v e r y  d i f f i c u l t  b e c a u s e  of  t h e  r a i l r o a d ' s  f e d e r a l  s t a t u s .  

H o w e v e r ,  i t  w i l l  b e  n e c e s s a r y  t o  p e r f o r m  s u c h  a n  e v a l u a t i o n ,  p a r t i c u l a r l y  

i f  p r i v a t e  c a p i t a l  i s  to b e  b r o u g h t  i n t o  t h e  c o n c e p t .

I v o u l d  s u g g e s t  t h a t  t h e  f o l l o w i n g  s t u d y  p r o c e d u r e  w o u l d  p r o ­

d u c e  m o s t  q u i c k l y  r e s u l t s  o f  v a l u e  to d e c i s i o n  m a k e r s .  I t  i s  b a s e d  o n  

t h e  p r e m i s e  t h a t  t h e  c e n t r a l  e l e m e n t  i n  t h e  a n a l y s i s  is  t h e  s t r u c t u r a l  

o w n e r s h i p / o p e r a t i o n a l  f o r m  t h a t  w o u l d  r e s u l t  f r o m  t h e  d e c i s i o n  m a k i n g .

T h e  f i r s t  s t e p  w o u l d  a p p e a r  to b e  t h e  c a r e f u l  a n d  c o m p l e t e  d e f i n i t i o n  o f  

e a c h  o f  t h e  p o t e n t i a l  s t r u c t u r a l  f o r m s  i n c l u d i n g  a n y  s u b t y p e s .  T h e s e  

d e f i n i t i o n s  w h o u l d  t h e n  b e  c o m p a r e d  to e a e h - o f —  the^— firf-teen— que-fri-ona-
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e a c h  o f  t h e  f i f t e e n  q u e s t i o n s  r a i s e d  e a r l i e r .  T o  a s  g r e a t  a n  e x t e n t  a s  

p o s s i b l e ,  t h e s e  r e l a t i o n s h i p s  s h o u l d  b e  q u a n t i f i e d ,  h o w e v e r ,  t h i s  i s  

c l e a r l y  n o t  p o s s i b l e  i n  a l l  o f  t h e  a r e a s .  I n  s o m e  c a s e s  q u a l i t a t i v e  

a s s e s s m e n t  w i l l  b e  n e c e s s a r y  w i t h ,  if  p o s s i b l e ,  s o m e  t h o u g h t  g i v e n  t o  

a  ( r e l a t i v e l y )  s u b j e c t i v e  w e i g h t i n g  o f  a l t e r n a t i v e s .  A s  m e n t i o n e d ,  

m a n y  o f  t h e  i n s t i t u t i o n a l  m a t t e r s  m a y  r e q u i r e  c o n s i d e r a t i o n s  o u t s i d e  a  

s p e c i f i c  s t r u c t u r a l  f o r m  a n d  s h o u l d  t h u s  b e  e v a l u a t e d  a n d  d e f i n e d  i n  t h e  

s a m e  m a n n e r  a s  t h e  f o r m s  w i t h  t h e  r e s u l t s  t h e n  u s e d  t o  j u d g e  t h e  i n t e r ­

a c t i o n  o f  i n s t i t u t i o n a l  a l t e r n a t i v e s  w i t h  s t r u c t u r a l  f o r m s .

F o r  s t r i c t  d e c i s i o n  m a k i n g  p u r p o s e s ,  i t  is  n o t  u s u a l l y  o f  g r e a t  

v a l u e  t o  h a v e  l a r g e  v o l u m e s  o f  d e t a i l e d  q u a n t i t a t i v e  i n f o r m a t i o n .  

T h e r e f o r e ,  I b e l i e v e  t h a t  t h e  f i n a l  p r o d u c t  s h o u l d  b e  i n  t h e  f o r m  o f  a  

m a t r i x  w i t h  t h e  s t r u c t u r a l  f o r m s  o n  o n e  a x i s  a n d  d e c i s i o n  q u e s t i o n s  

(or s u b - q u e s t i o n s )  o n  t h e  s e c o n d  a x i s .  T h e  c o n t e n t s  o>f e a c h  m a t r i x  

l o c a t i o n  w o u l d  b e  a  w e i g h t i n g  f a c t o r  w h i c h  w o u l d  c o m p a r e  t h e  q u a l i t y  

o f  t h e  f o r m s  i n  a d d r e s s i n g  t h e  q u e s t i o n .  I t  w o u l d  p r o b a b l y  n o t  b e  

a p p r o p r i a t e  t o  s u g g e s t  a b e s t  s o l u t i o n  ( a l t h o u g h  it w o u l d  b e  p o s s i b l e  

t o  d o  so) rather-, it  w o u l d  b e  m o r e  u s e f u l  t o  i n d i c a t e  a  b e s t  c o u r s e  

o f  a c t i o n  i n  r e g a r d s  to  e a c h  q u e s t i o n .  T h e  t e x t  w o u l d  b e  b o t h  a  

q u a l i t a t i v e  a n d  q u a n t i t a t i v e  a n a l y s i s  w h i c h  w o u l d  s u p p o r t  t h e  e n t r i e s ,  

i n  t h e  m a t r i x .

F i n a l l y ,  I w o u l d  e m p h a s i z e  t h a t  a n y  w o r k  i n  t h i s  a r e a  s h o u l d  b e  

c o o r d i n a t e d  w i t h  t h e  c o n t i n u i n g  D O T P F  r a i l  p l a n n i n g  p r o g r a m .  T h i s  

i n f o r m a t i o n  a n d  c o n t a c t s  a v a i l a b l e  t h r o u g h  t h e i r  o f f i c e  a r e  m u c h  m o r e  

e x t e n s i v e  t h a n  w e  c o u l d  p o s s i b l y  d e v e l o p  w i t h i n  a r e a s o n a b l e  t i m e f r a m e .  

F u r t h e r ,  i n d i v i d u a l s  i n  t h a t  o f f i c e  h a v e - b e e n  i n v o l v e d  i n  v a r i o u s  

a s p e c t s  of  t h i s  w o r k  f o r  a l m o s t  s i x  m o n t h s  a n d  h a v e  b e g u n  t o  d e v e l o p  a  

g o o d  d e a l  k n o w l e d g e  i n  t h e  f i e l d .  T h e y  w o u l d  a l s o  p r o b a b l y  b e  i n v o l v e d  

i n  a n y  p l a n  o f  e x e c u t i o n  t h a t  i n  a n y  w a y  c o n c e r n e d  a n  e x p e n d i t u r e  o f  

s t a t e  f u n d s  f o r  t h e  c a p i t a l  o r  o p e r a t i n g  a c q u i s i t i o n  o r  s u b s i d i e s  a n d  

w o u l d ,  i n  a n y  c a s e ,  b e  a  p a r t  of  i n t e r m o d a l  p l a n n i n g  e f f o r t s  r e l a t e d  

t o  t h e  r a i l r o a d .



Technical amendments to *** "inter-1 ineated" draft

1) On page 4, at line 3, following the word "not add the words
• \

"directly or"

2) On page 7, at line 14, add a new subsection: "(d) A  member whose 

term has expired shall serve until his successor has been appointed by the 

Governor."

3) On page 9, at line 21, delete the word "governing" and insert in 

lieu thereof the word "delegating;" at line 22 delete the words "be con­

ducted" through the word "by" in line 23; at line 24, following the word 

"official" insert a ccrma and the words "subject to any board review specified 

in the policies"

4) On page 14, at line 3, following the word "information"; on page 17 

at line 6, following the word "matters"; and at line 15 of the same page 

following the word "Commission," add the words "i eluding but not limited

to proprietary information associated with specific shippers, divisions and 

contract rate agreements" On these same pages add "U.S." preceding each 

reference to the Interstate Commerce Commission.

5) On page 14, at line 10 delete the words "and for" through the word 

"regulations," on the next line; At line 19 following the period add a new 

sentence: "Ihe legislature by appropriate action may annul or temporarily 

suspend a regulation adopted by the authority."

6) On page 16, at line 12, following the word "after" insert the words 

"the date cf"

7) On page 21, at line 30, delete the word "railroad"
>*»■

8) On page 25, at line 21 following the word "classification" insert 

a ccmma and the word "control"



9) On page 25,, at line 28, strike the words "general manager" and

insert in lieu thereof the words "chief executive officer"
\

10) On page 28,, at lines 26-27 strike the words "general manager" 

and insert in lieu thereof the words "chief executive officer"

11) On page 30,, at line 19, following the word "legislature," insert 

the words "and the authority"

12) On page 30,, at line 27, following the word "adept," insert the 

word "exclusive"

13) On page 36, at line 13, delete the word "council" and insert in 

lieu thereof the word "board"

14) On page 38, at line 9 delete the word "appropriate" and insert 

in lieu thereof the word "applicable"

15) On page 41, at line 29, following the word "approved" insert the 

words "or rejected" and at line 30, following the word "act" insert the 

words "or to refrain frcm acting"

16) On page 42, at line 28 delete the word "may" and insert in lieu 

thereof the ward "shall"

17) On page 43. at line 12, following the word "cmmission" insert the 

words "or has filed an annual report that is false or deceptively misleading 

on a material matter"

18) On page 51, at line 3, following the word "house," insert the 

word' "the minority leaders of each house,"; delete the words "and ranking 

minority members" on lines 3-4? and on line 4, following the word 

"transportation" insert the words "and finance"

19) On page*52, at line 18 delete the text of (5) and insert in lieu 

thereof the following:

A.S. Title 35 does not apply to the operations of the authority.

Delete subsection 6 of AS 42.40.1020 on pag.£_JU



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E

F I S C A L  N O T E

I. R E Q U E S T
B i l l / R e s o l u t i o n  N o .  SB 212 (Dankworth, Kerttula & Sturgulewski)
Title An Act establishing the Alaska Railroad Authority_____________
R e q u e s t e d  b y  Sens. Dankworth. K e r t t u l a  ft S t u r q u l e w s k 5>ate___ 2 / 2 6 / 8 1

II. F I S C A L  D E T A I L

A g e n c y  A f f e c t e d  DQT/PF
P r o g r a m  C a t e g o r y  A f f e c t e d  N / A

BR U ,  P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d  T r . i r K p n r t a H n n

( N o t e :  I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  

a m o u n t s  a n d  f u n d i n g  f o r  e a c h  c o m p o n e n t  i n  t he a n a l y s i s  s e c t i o n . )

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )

(See Footnote #1)
10 0  P E R S O N A L  S E R V I C E S

2 0 0  T R A V E L

3 0 0  C O N T R A C T U A L

4 0 0  C O M M O D I T I E S

5 0 0  E Q U I P M E N T

6 0 0  L A N D  &  S T R U C T U R E S

7 0 0  G R A N T S , C L A I M S , E T C .

T O T A L

F Y  82 F Y  83 F Y  84 F Y  85 F Y  86 F Y  87

160.5 243.8
25.2 28.0

270.0 270.0

5.0 . 2.0

460.7 543.8

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

(See Footnote 112)
G E N E R A L  F U N D

F E D E R A L  F U N D S

O T H E R  ( S p e c i f y  S o u r c e )

4 6 0 . 7 5 4 3 . 8

P O S I T I O N S

F U L L  T I M E

P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S I S  (Se e  F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III)

ASSUMPTIONS/EXPENDITURE BREAKDOWNS:
A)* All cost estimates are in FY 82 dollars.
B) Expenditures will not commence prior to FY 83. The Act carries an outdated 

effective date.
C) FY 83 and 84 estimates cover only initial organizational structuring and 

expenses through the transfer negotiation stages.
D) 100 Personal Services: FY 83

Position Range Salary Overhead (27%) Total
President (Dir. level) 26 $59,225 $15,985 $75,210
Executive Secretary 10 $21,505 $ 5,750 $27,255
Planner V 21 $45,770 $12,305 $58,075

$160,540

IV. d a t e  1/18/82__________________ p r e p a r e d  b y  Mark S. Hickey
A G E N C Y  DQT/PF - S.E. Planning and Programming

O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E  364-4332______________
cc: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

3 3 - 0 0 1  (Rev. 1 2 / 8 1 )
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100 Personal Services (cont.): FY 84

Position Ranqe Salary Overhead (27%) Total
President (Dir. Level) 26 $62,215 $16,790 $ 79,005
Executive Secretary 10 $23,345 $ 6,325 $ 29,670
Planner V 21 $49,680 $13,455 $ 63,135
Planner III 17 $37,145 $10,005 $ 47,150
Clerk Typist II 07 $19,550 $ 5,290 $ 24,840

$243,800

(These positions reflect the authority noted in the legislation allowing 
the President to employ additional staff as necessary. The staff growth 
in FY 84 is based on the assumption of increased duties following organiza­
tional structuring in the FY 83 year.)

E) 200 Travel: FY 83

Quarterly meeting of the board of directors, with an assumption of 
additional attendance by the President (average attendance = 8):

Round-trip air fare 0 $350 x 8 = $2,800

Two days per diem 0 $80 per day x 8 = $1,280

Incidental meeting expenses = $130

Total per meeting = $4,210 x 4 meetings = $16,840

Additional travel requirements of board and staff (including D.C.
trips for negotiations):

12 trips per year 0 $700 air fare and per diem = $8,400

FY 83 Total = $25,240

FY 84 travel budget reflects a small increase due to additional staff 
and greater duties: $28,000

F) 300 Contractual: FY 83 and 84

Office Space Rental: 1,000 net square feet 0 $20 annual nsf cost = $20,000

Bond counsel and consultant requirements: $250,000 Total: $270,000 per year

(These latter contractual requirements reflect the authority noted in the 
legislation and are based on the assumption of needed expertise to 
establish the appropriate bonding authorities and the organizational 
format of this public corporation.)

G) 500 Equipment: Minor expenditures for the necessary business machines
are indicated under this category.
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FOOTNOTES:

1. No actual estimates are provided for subsequent fiscal years because 
of the difficulty in predicting levels of responsibility beyond initial 
organizational structuring and potential expenses through the transfer 
negotiation stages. In that Sec. 42.40.120 specifically requires the 
authority to provide for the operation of the Alaska Railroad following 
transfer, there exists the real possibility of the State incurring 
significant liabilities for the ongoing operation of the railroad. 
Although rough estimates could be provided of these potential costs, 
there exists a structural limitation under this piece of legislation
as drafted, since Sec. 42.40.230 clearly states that neither the 
credit nor the taxing powers of „he State or its political subdivisions 
may be pledged by the authority, and that the State and its political 
subdivisions will not be liable for the debts incurred by the authority.

2. The legislation does not address a specific source of funding for the 
establishment of this public corporation. Consequently, the first two 
years of funding are depicted under the General Fund category. Although 
no funding is shown under the Federal Fund category, there are both 
planning and operational assistance grants available from the Federal 
Railroad Administration, U.S. Department of Transportation, to aid 
local rail operations. DOT/PF is currently the receipient of rail 
planning funds, which represents the major source of funds of DOT/PF's 
rail studies. However, while it is apparent that if this public 
corporation is formed, it will become the administrator of these funds, 
it is doubtful that the State of Alaska would be allowed to use these 
funds other than for technical rail planning. As a result, these funds 
are not depicted as a source of funding for the contractual require­
ments noted above.



PLEASE NOTE: THE FOLLOWING PAGES WERE TREATED 

AS A UNIT IN THE ORIGINAL DOCUMENT



* *

SECTION-BY-SECTION EXPLANATION TO ** DRAFT

A R T I C L E  1. FINDINGS

Sec. 42.40.100. FINDINGS. The individual findings are self- 

explanatory. Each was included for a specific purpose. In addi­

tion to describing the factual and policy setting in which the 

transfer of the railroad to the state is occurring, findings are 

necessary to establish the legislature's expectations with 

respect to the authority. Some findings are required by the 

state Constitution and others will strengthen the ability of the 

authority to secure tax-exempt financing.

ARTICLE 2. CREATION AND ORGANIZATION.

Sec. 42.40.200. ESTABLISHMENT OF AUTHORITY. The Alaska 

Railroad Authority is established in this section. Its existence 

commences on the appointment by the governor of all of the mem­

bers of its board of commissioners.

Sec. 42.40.205. LIMITATION OF LIABILITY. That all the 

authority's liabilities are exclusively its own and not the 

state's is clearly stated in this section.

Sec. 42.4C.210. BOARD OF COMMISSIONERS. Self-explanatory.

Sec. 42.40.2x5. APPOINTMENT AND COMPOSITION OF BOARD. 

Subsection (a) provides that the board consists of the 

Commissioner of Transportation and Public Facilities and six 

"public" members, who may not be state officers or employees.
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The authority's chief executive officer and an authority 

employee, appointed by the Governor, representing the unions on 

the property are ex officio, non-voting members. A general 

qualification standard is provided in order to encourage the 

appointment of persons who can make substantive contributions to 

the council. One member is to be or have been an executive of a 

non-connecting railroad, if legally permissible. At least four 

public members must come from areas served by the railroad.

Subsection (b) provides that the governor exercises his power 

of appointment only upon enactment of state legislation accepting 

the closing report prepared under the federal transfer legisla­

tion. The closing report is to include a specific accounting of 

the assets and liabilities being transferred. The legislature 

may not condition its acceptance of the report on its modifica­

tion but may only accept or reject it.

Subsection (c) provides for confirmation of board members by 

the legislature but also provides that appointed members have 

full powers and responsibilities until rejected.

Subsections (d), (e), and (f) relate to the election of board 

officers and the removal of board members for specific reasons.

Sec. 42.40.220. TERM OF OFFICE; VACANCIES. Other than ini­

tial board members who serve staggered terms to ensure long-term 

continuity, board members will serve five year terms, as provided 

in this section. The section also provides for the appointment, 

subject to confirmation, of replacement members to fill unexpired

- 2 -



terms and the preservation of the authority of a board quorum in 

the event of a vacancy. A member whose term has expired serves 

until his successor has been appointed.

Sec. 42.40.225. COMPENSATION AND EXPENSES. Compensation in 

the amount of $300 per day for public board members is provided 

in this section. The board is responsible for determining, in 

its rules, how partial work days will be compensated. Members 

also are entitled to per diem and travel expenses.

Sec. 42.40.230. QUORUM AND NOTICE OF MEETINGS. A quorum of 

four voting members is established by this section, in addition 

to the notice requirements of state law, this section provides 

that notice of meetings must be given to board members, certain 

state officials, two newspapers of statewide circulation and, 

upon request, members of the general public.

Sec. 42.40.240. VOTING. This section provides that the 

board rules will prescribe the manner of voting and any represen 

tation of absent members.

Sec. 42.40.250. EXECUTIVE OFFICIALS. This section provides 

for appointment of authority officials and personnel. The board 

itself appoints and fixes compensation for a chief executive 

officer and legal counsel. Appointment of legal counsel is sub­

ject to the approval of the Governor for competence. The chief 

executive officer, subject to board approval, names the other 

executive officials. These officials, designated in the defini­

tions, all serve at the pleasure of the board. The chief



executive o f f i c e r  app oints all other personnel. No executive 

official, e x c e p t  as may be tempor a r i l y  required by the federal 

transfer legislation, m a y  r e ceiv e more c o m pensa tion than state 

d e p a r t m e n t a l  com missioners.

Sec. 42.40.2(50. DELEGATION. This section provides that the 

daily affairs and operations of the railroad are the respon­

sibility of the chief executive officer. The board is required 

to delegate to the chief executive officer certain matters such 

as leasing, specific rate-setting, routine changes in service 

levels and procurement. General or particular board authoriza­

tion or concurrence is required for other enumerated activities.

ARTICLE 3. ADMINISTRATIVE PROVISIONS

Sec. 42.40.300. CONFLICTS OF INTEREST. This section prohi­

bits a board member or employee from participating in a decision 

in which he, or a member of his immediate family, has a direct or 

indirect financial interest. The board may authorize a member or 

employee to participate when the financial interest is only a 

remote one, as defined in subsection (b). Additionally, a board 

member or employee may participate where he will not be affected 

in a manner different from the public generally. Subsection (d) 

voids board action where a vote in violation of Sec. 42.40.300 

was necessary to make up the majority. Otherwise, the board may 

ratify action taken after a separate vote without participation 

by the interested person. An intentional violation of Sec.



42.40.300 or A.S. 39.50 results in the forfeit of the member's or 

employee's office.

Subsection (e) extends A.S. 39.50, requiring the submission 

of financial disclosure statements and compliance with conflict 

of interest standards, to the executive employees and board m e m­

bers. The board is also required in subsection (f) to adopt 

within 120 days of the first meeting rules implementing the 

conflict of interest section.

Sec. 42.40.310. PUBLIC BOARD MEETINGS. This section 

requires that board meetings be public and that executive 

sessions be used only when permitted by the state open meetings 

statute, A.S. 44.62.310, or when the matters under discussion 

pertain to land acquisition or disposal or proprietary infor­

mation .

Sec. 42.40.320. MINUTES OF MEETINGS. This section requires 

the board to keep minutes of its meetings and to send certified 

copies of the minutes covering the public portion of each meeting 

to the governor and to the leadership of the legislature.

Sec. 42.40.330. ADMINISTRATIVE PROCEDURE. This section pro­

vides that the state's Administrative Procedure Act does not 

apply to the authority, with the exception that the Open Meeting 

Act applies to the authority's meetings. The authority is 

required to make its rules and regulations available to the 

public. The legislature may, by appropriate action, annul or 

temporarily suspend an authority regulation.
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Subsection (b) requires the authority to provide advance 

notice and opportunity for the public to comment on regulations 

that are likely to have a substantial impact on the public. 

Emergency regulations may be adopted, but may remain in effect 

for only 120 days. Subsection (c) requires that certain types of 

rules and regulations be submitted to the attorney general for 

review and approval. Subsection (d) exempts from the rulemaking 

procedures four designated classes of regulations. Subsection

(e) provides that the authority shall be considered an agency of 

the state for purposes of judicial review of the authority's 

actions.

Sec. 42.40.335. PRE-EXISTING RULES, REGULATIONS AND ORDERS 

OF THE ALASKA RAILROAD. This section allows the authority board 

to continue in effect the Alaska Railroad's existing rules, regu­

lations and orders for a period not to exceed two years.

Sec. 42.40.340. PENALTY FOR VIOLATION OF DESIG N A T E D  

REGULATION. This section makes a violation (other than by an 

au t h ority official or employee within the scope of his 

employment) of any of the a ut hority's regulations designated as 

ne c e s s a r y  to p r otect  life, health, or prope rty a misdem e a n o r  

punish a b l e  by a $1,000 fine and/or six months imprisonment.

Sec. 42.40.345. PUBLIC DISCLOSURE OF INFORMATION. This sec­

tion requires that information in the possession of the authority 

is public unless the authority, by rule or regulation, withholds



such information by designating it to be of a nonpublic or privi­

leged nature. A procedure is also established whereby indivi­

duals may object to public disclosure of information in the 

possession of the authority, and such information may be withheld 

if the public interest is not adversely affected.

ARTICLE 4. POWERS AND DUTIES

Sec. 42.40.400. GENERAL POWERS. This section delineates the 

numerous powers the authority needs in order to effectively 

manage and operate the Alaska Railroad. The list is intended to 

be nonexclusive but each of the enumerated powers appears for a 

specific reason. Most are obviously required by the authority to 

enable it to operate and manage the railroad. Others strengthen 

the authority's ability to engage in tax-exempt financing.

Others will enable the authority to satisfy reasonably fore­

seeable requirements of the federal transfer legislation and 

still others anticipate the role the railroad will play in the 

future economic development of the state.

Sec. 42.40.410. ANNUAL REPORT. A report generally 

describing the operation and financial condition of the 

authority, certified by the board, is required by this section to 

be submitted to the governor and each member of the legislature 

by February 1 of each year.

Sec. 42.40.420. ANNUAL AUDIT. This section obligates the 

board to have the authority's financial records audited annually 

by an independent certified public accountant experienced in rail
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accounting. The audit, during the five years following transfer, 

is to include the status of the assets and liabilities identified 

in the closing report prepared under the federal transfer 

legislation. The financial records of the authority also are 

subject to audit and inspection by the governor's internal 

auditor and the legislative auditor. Access to these materials 

by these officials is unrestricted but disc' jure is limited.

Sec. 42..40.425. LONG-RANGE PROGRAM AND CAPITAL PLANNING.

This section obligates the authority to prepare long-range 

program and capital plans. The planning process is intended to 

ensure authority fidelity with the purposes of this chapter. The 

five-year, annually updated program plan required by paragraph 

(a)(1) is to provide information substantially consistent with 

that required of line agencies by the Executive Budget Act, 

although the format in which it is presented is to be developed 

by the authority, the legislative auditor and the division of 

budget and management. Three years after the preparation of the 

first program plan, the governor and legislative auditor may con­

duct a performance and efficiency audit of the authority's 

compliance with its plan. Paragraph (a)(2) provides for a com­

panion five-year capital improvement plan which also is to be 

annually updated. The information provided in this plan is to be 

consistent with that required in Sec. 42.40.700(b) for projects 

subject to state review.



S u b s e c t i o n  (c) r e q uires d i s t r i b u t i o n  of the annually updated 

p lans to state officials.

Sec. 42.40.430. USE OF AUTHORITY ASSETS. This section 

requires use of authority funds, property, assets and credit for 

activities authorized by this chapter. It also precludes the 

issuance of stock, loans to board members or employees, business 

for private benefit and other activities inappropriate for a 

public authority. Subsection (b) makes it clear that the 

authority is allowed to serve its employees or board members in 

the same manner it would others in the same general class, such 

as passengers or shippers, as long as no special privilege is 

accorded the employees or board members. It also expressly per­

mits the authority to indemnify and insure its employees, agents 

and board members.

ARTICLE 5. RAIL PROPERTIES 

Sec. 42.40.500. RAIL P R O P E R T Y .  Sec. 42.40.500 provides 

that the authority will receive and own the properties of the 

Alaska Railroad transferred undsr the federal legislation. These 

properties, as defined by A.S. 42.40.900(10), include both real 

and personal property of the railroad. Like state lands, the 

authc ity's lands are protected from adverse possession by 

A.S. 38.95.010. Subsection (a) also provides that the 

authority's lands may not be disposed of without compliance with 

the specific procedures contained in Chapter 40.



Subsection (b) requires the authority to convey the subsur­

face estate of the lands it receives to the state within 120 days

after transfer. The authority may reserve the right to use sand, 

gravel and other materials on the lands conveyed to the state.

Its retained interest includes the right to tunnel and otherwise 

use the subsurface as necessary for transportation and related 

purposes.

Under subsection (c), the authority is given the power to 

litigate and settle any claims arising out of the transfer pro­

cess, rncluding claims for breach of warranty by the United 

States. Under subsection (d), the authority may submit applica­

tions for interests in federal lands, such as rights-of-way, and 

receive conveyances of those interests. Additionally, the 

authority is authorized by subsection (e) to acquire state and 

federal surplus property under existing law.

Subsection (f) requires the authority to give public notice

of the disposal of interests in land, other than leases, ease­

ments, and land-use permits.

Sec. 42.40.510. CLASSIFICATION, ACQUISITION AND USE OF STATE 

LANDS FOR RAILROAD PURPOSES. Sec. 42.40.510 provides a mechanism 

allowing the authority to acquire state lands for railroad pur­

poses with the concurrence of the Commissioner of Natural 

Resources. Such acquisition would be necessary in the event of 

an expansion which involves use of state lands for new routes.

The acquisition procedure is initiated by a resolution of the
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authority's council identifying specific lands for rail purposes. 

Within 180 days after receiving the resolution, the Commissioner 

of Natural Resources is required to either permanently classify 

and convey the surface estate of the requested lands for railroad 

purposes or to deny the classification as not in the best 

interest of the state. Conveyances under this section include 

sand, gravel and other construction materials useful for railroad 

purposes.

Subsection (c) also allows the authority and the Commissioner 

to engage in joint management of railroad lands, to agree to con­

ditions for the classification of state lands as railroad lands, 

and to periodically review both state and railroad lands to 

determine their suitability for railroad purposes. The authority 

may reconvey to the state lands which it no longer needs.

Subsection (d) elaborates on the nature of the authority's 

retained interest.

Subsection (e) provides an emergency procedure for relocation 

of right-of-way and related fixtures to state lands where such 

relocation is necessary to maintain safe and adequate rail opera­

tions. Within 45 days after relocation, the authority must 

request classification and conveyance of the state lands under 

the normal procedure.

Sec. 42.40.515. DEVELOPMENT OF OIL, GAS, MINERALS AMD 

GEOTHERMAL RESOURCES ON AUTHORITY LANDS. The Department of 

Natural Resources may lease or develop resources on authority
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lands only after a review procedure involving both the Department 

of Natural Resources and the authority has been completed. The 

review procedure requires an agreement as to suitable reim­

bursement for any costs incurred by the authority as a result of 

the development. The authority's approval of the development 

must be evidenced by a written authorization. Additionally, sub­

section (b) requires the department of natural resources to 

require a surety bond from any party other than the state engaged

in resource development on railroad lands.

Subsection (c) requires the Department of Natural Resources 

to maintain records and annually report to the legislature con­

cerning the income received from the subsurface of railroad lands 

and the value of all subsurface conveyed by the authority to the 

state.

Subsection (d) establishes the Alaska Railroad Income Fund in 

tne State Treasury for income received by the state from lands in 

which the authority has an interest. The fund is subject to 

appropriation by the Legislature.

Sec. 42.40.520. LAND USE REGULATION. This section authori­

zes the authority to promote the common health, safety, and 

welfare of the public by adopting regulations governing land use 

by private parties having interests, such as leases or permits,

in lands owned or managed by the authority.

Sec. 42.40.530. EMINENT DOMAIN AND ACQUISITION OF PROPERTY 

AND MATERIALS. This section confers eminent domain power on the
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authority under the state's general eminent domain statute. When 

the authority acquires a fee simple interest, which may be 

necessary to ensure control of activities on the surface estate, 

the authority must reconvey the subsurface to the state. The 

authority is exempted from the requirements of A.S. 09.55 that 

fences and cattle guards be built in cases where land is con­

demned for railroad purposes.

Subsection (d) authorizes the authority to acquire land by 

filing a declaration of taking.

Subsection (e) clarifies that the authority may exercise emi­

nent domain to obtain materials as well as the land and access 

necessary to develop them. The authority is also authorized by 

subsection (f) to vacate land, or any part of it, and reconvey 

title to the state, if compensation was paid for it.

ARTICLE 6. FINANCIAL PROVISIONS

Sec. 42.40.600. BONDS AND NOTES. This section authorizes 

the authority, by resolution of the board, to issue bonds and 

bond anticipation notes to provide money to carry out its pur­

poses. The section vests broad discretion in the board in the 

exercise of this authority. Other than specific limitations pro­

vided in this section such as a maximum term of 50 years for 

instruments and the requirement that bond or note proceeds be 

dedicated to activities specifically related to the purposes for 

which the instruments are issued, it is intended that the board 

have the maximum flexibility legally permissible in financing its
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activities. The 18 covenants and powers delineated in subsection 

(g) are not intended to be exclusive. Paragraph (19) is a 

general grant of authority to the board to exercise such other 

powers and make such other covenants, notwithstanding their 

omission from the specific list, as may be necessary, convenient 

and desirable.

Sec. 42.40.610. INDEPENDENT FINANCIAL ADVISOR. The board is 

required by this section to retain a financial advisor indepen­

dent of the underwriter in negotiating the private sale of bonds 

and notes.

Sec. 42.40.615. VALIDITY OF PLEDGE. This procedural section 

facilitates the pledge of assets or revenues to the payment of 

authority debt. It provides for automatic lien attachments; 

gives the liens priority against all parties with junior position 

regardless of notice; and allows the authority to sell assets 

subject to a pledge.

Sec. 42.40.620. REMEDIES. For the benefit of holders of 

authority securities, this section pro rides that remedies and 

rights available under the terms of such instruments are to be 

broadly enforceable.

Sec. 42.40.625. NEGOTIABLE INSTRUMENTS. Self-explanatory.

Sec. 42.40.630. BONDS AND NOTES ELIGIBLE FOR INVESTMENT.

This section authorizes public and private entities and indivi­

duals, including the state, and its other political subdivisions,
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i n s t i t u t i o n s  a n d  o t h e r s  s u b j e c t  t o  r e g u l a t i o n  b y  s t a t e  l a w  t o  

i n v e s t  in a u t h o r i t y  s e c u r i t i e s .

S e c .  4 2 . 4 0 . 6 3 5 .  R E F U N D I N G  B O N D S .  T h e  i s s u a n c e  o f  r e f u n d i n g  

b o n d s  t o  r e f u n d  o u t s t a n d i n g  b o n d s  is a u t h o r i z e d  b y  t h i s  s e c t i o n .  

I n s o f a r  as m a y  b e  a p p r o p r i a t e ,  t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r  

a l s o  a p p l y  t o  r e f u n d i n g  b o n d s .  S u b s e c t i o n  (b) a u t h o r i z e s  i n v e s t­

m e n t  o f  r e f u n d i n g  b o n d  p r o c e e d s ,  p e n d i n g  t h e i r  a p p l i c a t i o n  as 

c o n t e m p l a t e d  u p o n  i s s u a n c e ,  in d i r e c t  o r  g u a r a n t e e d  o b l i g a t i o n s  

o f  t h e  U n i t e d  S t a t e s ,  t h e  s t a t e  o r  o t h e r  e n t i t i e s  w i t h  c o m p a r a b l y  

r a t e d  c r e d i t .

S e c .  4 2 . 4 0 . 6 4 0 .  C R E D I T  O F  S T A T E  N O T  P L E D G E D ;  R E Q U I R E D  

D I S C L A I M E R .  T h i s  s e c t i o n  s t a t e s  t h a t  t h e  a u t h o r i t y ' s  s e c u r i t i e s  

a r e  n o t  o b l i g a t i o n s  of t h e  s t a t e  a n d  a r e  p a y a b l e  e x c l u s i v e l y  f r o m  

r e v e n u e s  o r  a s s e t s  o f  t h e  a u t h o r i t y ,  w i t h o u t  r e c o u r s e  to the 

s t a t e  o r  i t s  o t h e r  p o l i t i c a l  s u b d i v i s i o n s .  It a l s o  r e q u i r e s  t h a t  

e a c h  i n s t r u m e n t  i s s u e d  b y  t h e  a u t h o r i t y  c o n t a i n  a d i s c l a i m e r  on 

i t s  f a c e  to t h i s  e f f e c t .

S e c .  4 2 . 4 0 . 6 4 5 .  N O  P E R S O N A L  L I A B I L I T Y .  S e l f - e x p l a n a t o r y .

S e c .  4 2 . 4 0 . 6 5 0 .  R E V E N U E S .  T h i s  s e c t i o n  p r o v i d e s  f o r

a u t h o r i t y  r e t e n t i o n  a n d  m a n a g e m e n t  of its o w n  r e v e n u e s ,  w h i c h  do 

n o t  b e c o m e  p a r t  of t h e  s t a t e ' s  g e n e r a l  f u n d .

S e c .  4 2 . 4 0 . 6 5 5 .  I N S U R A N C E .  In a d d i t i o n  to r e q u i r i n g  the

a u t h o r i t y  t o  m a i n t a i n  a d e q u a t e  i n s u r a n c e ,  t h i s  s e c t i o n  r e q u i r e s  

t h a t  t h e  s t a t e  b e  n a m e d  as a n  a d d i t i o n a l  i n s u r e d .

S e c .  4 2 . 4 0 . 6 6 0 .  S A F E G U A R D I N G  O F  F U N D S .  S e l f - e x p l a n a t o r y .
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Sec. 4 2 . 4 0 . 6 7 0 .  R E V E R S I O N  O F  A S S E T S .  S e l f - e x p l a n a t o r y .

A R T I C L E  7. S T A T E  O V E R S I G H T  

S e c .  4 2 . 4 0 . 7 0 0 .  S T A T E  R E V I E W .  T h i s  s e c t i o n  r e q u i r e s  t h e  

a u t h o r i t y  to o b t a i n  t h e  a p p r o v a l  o f  a t  l e a s t  t h e  g o v e r n o r  and 

p o s s i b l y  t h e  l e g i s l a t u r e  f o r  c e r t a i n  e n u m e r a t e d  m a j o r  a c t i o n s .

T h e  a u t h o r i t y  m u s t  f i r s t  n o t i f y  t u e  g o v e r n o r  a n d  t h e  l e a d e r s h i p  

of t h e  l e g i s l a t j r e  t h a t  it p r o p o s e s  to u n d e r t a k e  a n y  o f  t h e  

d e s i g n a t e d  a c t i o n s .  T h e  g o v e r n o r  m a y  e i t h e r  d i s a p p r o v e  t h e  p r o­

p o s a l ,  s u s p e n d  it p e n d i n g  r e v i e w  b y  the l e g i s l a t u r e  o r  a p p r o v e  

it. A p p r o v a l  o r  d i s a p p r o v a l  a r e  f i n a l  a n d  d i s p o s i t i v e .  If the 

g o v e r n o r  s u s p e n d s  t h e  p r o p o s a l ,  he t r a n s m i t s  h i s  d e c i s i o n  and h i s  

r e c o m m e n d a t i o n  t o  t h e  l e g i s l a t u r e .  T h e  l e g i s l a t u r e  m a y  t h e n  

r e j e c t  it. If e i t h e r  t h e  g o v e r n o r  o r  t h e  l e g i s l a t u r e  f a i l  to a c t  

w i t h i n  t h e  t i m e  p r o v i d e d ,  t h e  p r o p o s a l  is d e e m e d  a p p r o v e d  a n d  the 

a u t h o r i t y  m a y  p r o c e e d .

S u b s e c t i o n  (e), t h e  f o r e g o i n g  n o t w i t h s t a n d i n g ,  r e q u i r e s  s p e­

c i f i c  a u t h o r i z a t i o n  b y  t h e  l e g i s l a t u r e  b y  l a w  of a n y  p r o p o s e d  

e x t e n s i o n  r e p r e s e n t i n g  m o r e  t h a n  50 p e r c e n t  o f  t h e  r a i l r o a d ' s  

t o t a l  t r a c k  m i l e a g e  a n d  r e q u i r i n g  t h e  i s s u a n c e  o f  s e c u r i t i e s  in 

an a m o u n t  g r e a t e r  t h a n  $ 5 0  m i l l i o n .

S u b s e c t i o n  (f) p r o v i d e s  t h a t  t h i s  s e c t i o n  is s a t i s f i e d  if the 

a u t h o r i t y  h a s  b e e n  d i r e c t e d  to p r o c e e d  w i t h  a p r o j e c t  t h r o u g h  the 

S e c .  4 2 . 4 0 . 7 1 0  a c t i o n - f o r c i n g  m e c h a n i s m  o r  in t h e  e v e n t  t h e  

l e g i s l a t u r e  h a s  f u n d e d  a p r o j e c t  i n d e p e n d e n t l y .

Sec. 4 2 . 4 0 . 6 6 5 . FIDELITY BOND. S e l f - e x p la n a to r y .
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S e c .  4 2 . 4 0 . 7 1 0 .  A C T I O N - F O R C I N G  M E C H A N I S M .  T h i s  s e c t i o n  

r e q u i r e s  t h e  a u t h o r i t y  t o  r e s p o n d  f o r m a l l y  to a r e q u e s t  f o r  c o n­

s i d e r a t i o n  o f  a p r o p o s a l  b y  e i t h e r  t h e  g o v e r n o r  o r  the l e g i s l a­

tu r e .  W i t h i n  3 0  d a y s  o f  r e c e i v i n g  s u c h  a r e q u e s t ,  t h e  a u t h o r i t y ,  

in w r i t i n g ,  m u s t  c o m m i t  to u n d e r t a k e  t h e  s u g g e s t e d  p r o p o s a l  or 

e x p l a i n  w h y  it w i l l  n o t  o r  is p r e c l u d e d  f r o m  d o i n g  so. A t  t h e  

r e q u e s t  o f  t h e  g o v e r n o r  or o n  its o w n  i n i t i a t i v e ,  t h e  l e g i s l a t u r e  

m a y  t h e n  d i r e c t  t h e  a u t h o r i t y  to p r o c e e d ,  its r e s p o n s e  n o t­

w i t h s t a n d i n g ,  if t h e  l e g i s l a t u r e  a l s o  p r o v i d e s  f u n d s  to p l a n  and 

i m p l e m e n t  t h e  p r o p o s a l .

S e c .  4 2 . 4 0 . 7 1 5 .  I N T E R V E N T I O N .  T h i s  s e c t i o n  p r o v i d e s  t h a t  

t h e  g o v e r n o r ,  w h e n  so a u t h o r i z e d  b y  t h e  l e g i s l a t u r e ,  m a y  i n t e r­

v e n e  in a n d  e x e r c i s e  c o n t r o l  of t h e  a u t h o r i t y  u n d e r  c e r t a i n  

d e l i n e a t e d  c i r c u m s t a n c e s .  T h e  i n t e r v e n t i o n  m e c h a n i s m  p e r m i t s  the 

g o v e r n o r  t o  c o r r e c t  t h e  d e f i c i e n c i e s  a n d  is to c e a s e  as s o o n  as 

t h e  n e c e s s a r y  c o r r e c t i o n s  h a v e  b e e n  m a d e .

S e c .  4 2 . 4 0 . 7 2 0 .  T R U S T E E S H I P .  T h i s  s e c t i o n  p r o v i d e s  t h a t  the 

l e g i s l a t u r e  m a y  a l s o  a u t h o r i z e  t h e  g o v e r n o r  to p e t i t i o n  t h e  S t a t e  

S u p e r i o r  C o u r t  at A n c h o r a g e  to i m p o s e  a t r u s t e e s h i p  o v e r  the 

a u t h o r i t y  u n d e r  s p e c i f i c  c i r c u m s t a n c e s ,  i n c l u d i n g  i n s o l v e n c y ,  

m i s a p p l i c a t i o n  o f  r e s o u r c e s  o r  i m p a i r m e n t  of t h e  s t a t e ' s  c r e d i t­

w o r t h i n e s s .  T h e  t r u s t e e s  a p p o i n t e d  b y  t h e  c o u r t  a r e  g i v e n  b r o a d  

p o w e r s  to c u r e  t h e  s i t u a t i o n .
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S e c .  4 2 . 4 0 . 8 0 0 .  P E R S O N N E L .  T h i s  s e c t i o n  p r o v i d e s  t h a t  the 

e m p l o y e e s  o f  t h e  a u t h o r i t y  a r e  n o t  e m p l o y e e s  o f  t h e  s t a t e .  It 

a l s o  p r o v i d e s  f o r  a p p l i c a t i o n  o f  t h e  s t a t e ' s  P u b l i c  E m p l o y m e n t  

R e l a t i o n s  A c t  to t h e  a u t h o r i t y ' s  e m p l o y e e s .

S u b s e c t i o n  (c) d i r e c t s  t h e  a u t h o r i t y  to a d o p t  c o l l e c t i v e  

b a r g a i n i n g  a g r e e m e n t s  w h i c h  c o n t i n u e ,  u n t i l  t h e y  e x p i r e  o r  a r e  

r e n e g o t i a t e d ,  t h e  p r o v i s i o n s  o f  t h e  a g r e e m e n t s  in e f f e c t  i m m e­

d i a t e l y  p r i o r  to t r a n s f e r .

S u b s e c t i o n  (d) p r e c l u d e s  o r g a n i z a t i o n  o f  t h e  a u t h o r i t y ' s  e x­

e c u t i v e  o f f i c i a l s .

Sec. 4 2 . 4 0 . 8 1 0 .  P O L I T I C A L  A C T I V I T I E S .  T h i s  s e c t i o n  p r e­

c l u d e s  u s e  o f  a u t h o r i t y  f u n d s  in p o l i t i c a l  a c t i v i t i e s  i n c l u d i n g  

l e g i s l a t i v e  e f f o r t s .  N e v e r t h e l e s s ,  b o a r d  m e m b e r s  a n d  e m p l o y e e s  

a r e  a u t h o r i z e d  to p a r t i c i p a t e  in l e g i s l a t i v e  p r o c e e d i n g s  at all 

l e v e l s  of g o v e r n m e n t  in c o n n e c t i o n  w i t h  m a t t e r s  d i r e c t l y  

a f f e c t i n g  t h e  a u t h o r i t y .  V i o l a t i o n s  of t h i s  s e c t i o n  a r e  s u b j e c t  

to p e r s o n a l  f i n e s  up t o  $ 5 , 0 0 0  u n d e r  s u b s e c t i o n  (b).

Se c .  4 2 . 4 0 . 0 2 0 .  L I C E N S E S  A N D  P E R M I T S .  T h i s  s e c t i o n  p r o v i d e s  

t h a t  the a u t h o r i t y ,  t o  the s a m e  e x t e n t  a s  the s t a t e  a n d  e x c e p t  as 

o t h e r w i s e  p r o v i d e d  in t h i s  c h a p t e r ,  w i l l  c o m p l y  w i t h  l o c a l ,  s t a t e  

a n d  f e d e r a l  l i c e n s i n g  and p e r m i t t i n g  r e q u i r e m e n t s .

S e c .  4 2 . 4 0 . 8 3 0 .  U N A U T H O R I Z E D  R E P R E S E N T A T I O N .  S e l f -  

e x p l a n a t o r y  .

ARCTICLE 8. PERSONNEL AND GENERAL PROVISIONS

-1 8 -



S e c .  4 2 . 4 0 . 8 4 0 .  C L A I M S  A G A I N S T  T H E  A U T H O R I T Y .  S u b s e c t i o n

(a) of Se c .  4 2 . 4 0 . 8 4 0  r e q u i r e s  t h a t  a l l  l e g a l  c l a i m s  i n v o l v i n g  

t h e  a u t h o r i t y  b e  b r o u g h t  a g a i n s t  t h e  a u t h o r i t y  a n d  n o t  a g a i n s t  

t h e  S t a t e  o f  A l a s k a .  T h i s  r e q u i r e m e n t  r e a f f i r m s  t h a t  t h e  d e b t s  

o f  t h e  a u t h o r i t y  a r e  n o t  t h e  d e b t s  o f  the s t a t e .

S u b s e c t i o n  (b) e x t e n d s  c e r t a i n  r i g h t s ,  p r i v i l e g e s  a n d  i m m u n i­

t i e s  o f  t h e  s t a t e  a n d  s t a t e  o f f i c e r s  to t h e  a u t h o r i t y  a n d  its 

c o u n c i l  m e m b e r s  a n d  e m p l o y e e s .  A m o n g  t h e s e  a r e  t h e  r e q u i r e m e n t  

t h a t  l e g a l  a c t i o n s  g e n e r a l l y  b e  b r o u g h t  w i t h i n  s i x  y e a r s  

( A .S. 0 9 . 1 0 . 1 2 0 ) ,  i m m u n i t y  a g a i n s t  s u i t  f o r  a c t i o n s  t a k e n  w i t h  

d u e  c a r a  o r  in t h e  e x e r c i s e  o f  d i s c r e t i o n  (A.S. 0 9 . 5 0 . 2 5 0 ) ,  and 

a n  e x e m p t i o n  f r o m  g i v i n g  b o n d  in a c t i o n s  w h e r e  s u c h  is o r d i n a r i l y  

r e q u i r e d  (A.S. 0 9 . 6 5 . 0 4 0 ) .

S u b s e c t i o n  (c) p r o v i d e s  t h a t  c l a i m s  a g a i n s t  t h e  a u t h o r i t y  

w i l l  n o t  b e  s u b j e c t  to t h e  a d m i n i s t r a t i v e  p r o c e d u r e  f o r  p r e­

s e n t i n g  a n d  d e c i d i n g  c l a i m s  a g a i n s t  t h e  s t a t e  o r  i t s  a g e n c i e s .

( A. S .  4 4 . 7 7 . 0 1 0  e t  s e q . )

S u b s e c t i o n  (d) c l a r i f i e s  t h a t  A.S. 4 4 . 8 0 . 0 1 0 ,  c o n c e r n i n g  the 

s t a t e ' s  s t a t u s  as a p a r t y  to a c t i o n s  a g a i n s t  d e p a r t m e n t s  and 

a g e n c i e s ,  d o e s  n o t  a p p l y  to t h e  a u t h o r i t y .  As a r e s u l t ,  t h e  

s t a t e  m a y  n o t  b e  n a m e d  in an a c t i o n  a g a i n s t  t h e  a u t h o r i t y  a n d  the 

D e p a r t m e n t  of L a w  is n o t  r e q u i r e d  to b r i n g  or d e f e n d  a c t i o n s  c o n­

c e r n i n g  t h e  a u t h o r i t y .

S e c .  4 2 . 4 0 . 8 5 5 .  E X E M P T I O N  F R O M  T A X A T I O N .  T h i s  s e c t i o n  

e x e m p t s  t h e  a u t h o r i t y  f r o m  s t a t e  a n d  p o l i t i c a l  s u b d i v i s i o n
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t a x a t i o n .  S u b s e c t i o n  (c) p r o v i d e s  t h a t  a u t h o r i t y  p r o p e r t y  is 

c o n s i d e r e d  t a x a b l e  f o r  t h e  l i m i t e d  p u r p o s e s  o f  c o m p u t i n g  s t a t e  

a i d  to l o c a l  s c h o o l  d i s t r i c t s .

S e c .  4 2 . 4 0 . 8 7 0 .  P A Y M E N T S  I N  L I E U  O F  L O C A L  R E A L  P R O P E R T Y  

T A X A T I O N  A N D  I M P A C T  AI D .  T h i s  s e c t i o n  a u t h o r i z e s  t h e  a u t h o r i t y  

t o  p r o v i d e ,  in its d i s c r e t i o n  a n d  u n d e r  c e r t a i n  c i r c u m s t a n c e s ,  

p a r t i a l  p a y m e n t s  in l i e u  of l o c a l  r e a l  p r o p e r t y  t a x a t i o n  b y  c o m­

m u n i t i e s  in w h i c h  t h e  a u t h o r i t y  h a s  s u b s t a n t i a l  l a n d  h o l d i n g s .  

T h e  a u t h o r i t y  a l s o  is a l l o w e d  to p r o v i d e  d i s c r e t i o n a r y  i m p a c t  

a i d  to l o c a l i t i e s  f o r  p u b l i c  e d u c a t i o n  a n d  o t h e r  f a c i l i t i e s  

r e q u i r e d  to b e  d e v e l o p e d  as a J e s u i t  of e x p a n d e d  a u t h o r i t y  a c t i v  

i t i e s  in s u c h  a r e a s .

A R T I C L E  9. M I S C E L L A N E O U S  P R O V I S I O N S  

S e c .  4 2 . 4 0 . 9 0 0 .  D E F I N I T I O N S .

(1) t h r o u g h  (6) S e l f - e x p l a n a t o r y .

(7) " I m m e d i a t e  f a m i l y "  is d e f i n e d  f o r  p u r p o s e s  of Sec. 

4 2 . 4 0 . 3 0 0  C O N F L I C T S  O F  I N T E R E S T .

(8) S e l f - e x p l a n a t o r y .

(9) " L e a d e r s h i p  of t h e  l e g i s l a t u r e "  is d e f i n e d  f o r  p u r  

p o s e s  o f  n o t i c e  a n d  f i l i n g s  r e q u i r e d  b y  t h i s  c h a p t e r .  T h e  d e f i ­

n i t i o n  s p e c i f i c a l l y  p r o v i d e s  t h a t  t h e  d e s i g n a t e d  o f f i c e - h o l d e r s  

m a y  d e s i g n a t e  p e r s o n s  o r  o f f i c e r  to r e c e i v e  s u c h  n o t i c e s  a n d  

f i l i n g s .

(10) S e l f - e x p l a n a t o r y .
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(11) " R e g u l a t i o n "  is d e f i n e d  to h a v e  t h e  s a m e  m e a n i n g  

a s  t h a t  t e r m  is d e f i n e d  u n d e r  t h e  S t a t e  A d m i n i s t r a t i v e  P r o c e d u r e  

A c t .

(12) " R u l e "  is d i s t i n g u i s h e d  f r o m  " r e g u l a t i o n "  a s  it 

r e l a t e s  to t h e  a u t h o r i t y ' s  i n t e r n a l  a f f a i r s  a n d  n o t  t o  a c t i v i t i e s  

a f f e c t i n g  t h e  p u b l i c  a t  l a r g e .

S e c .  4 2 . 4 0 . 9 1 0 .  S E V E R A B I L I T Y .  S e l f - e x p l a n a t o r y .

S e c .  4 2 . 4 0 . 9 2 0 .  C O N S T R U C T I O N .  S e l f - e x p l a n a t o r y .

S e c .  4 2 . 4 0 . 9 3 0 .  D A T E  O F  E F F E C T I V E N E S S .  T h i s  s e c t i o n  p r o ­

v i d e s  t h a t  t h e  c h a p t e r  b e c o m e s  e f f e c t i v e  u p o n  e n a c t m e n t  o f  

f e d e r a l  l e g i s l a t i o n  t r a n s f e r r i n g  t h e  A l a s k a  R a i l r o a d .

A R T I C L E  10. A P P L I C A T I O N  O F  O T H E R  L A W S

S e c .  4 2 . 4 0 . 1 0 1 0 .  C O N F L I C T I N G  L A W S  I N A P P L I C A B L E .  S e l f -  

e x p l a n a t o r y .

Sec. 4 2 . 4 0 . 1 0 2 0 .  R E P E A L ,  A M E N D M E N T ,  A N D  A P P L I C A T I O N  O F  

E X I S T I N G  S T A T U T E S .

(1) A . S .  T i t l e  19 d o e s  n o t  a p p l y  to t h e  a u t h o r i t y  —  s e t  

f o r t h  t h e  r e s p o n s i b i l i t i e s  of a n d  r e s t r i c t i o n s  o n  t h e  D e p a r t m e n t  

o f  T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  in t h e  c o n s t r u c t i o n  a n d  

o p e r a t i o n s  o f  h i g h w a y s ;  s o m e  o f  i t s  p r o v i s i o n s  r e g a r d i n g  

c o n s t r u c t i o n ,  p u b l i c  b i d s ,  e t c . ,  a r g u a b l y  a p p l y  to o t h e r  a c t i v i­

t i e s  o f  D O T / P F ,  to w h i c h  t h e  a u t h o r i t y  w i l l  b e  n o m i n a l l y  

a s s i g n e d .

(2) T h e  a u t h o r i t y  is c o n s i d e r e d  a " p o l i t i c a l  

s u b d i v i s i o n "  fo • p u r p o s e s  o f  A . S .  2 3 . 1 0 . 0 5 5  —  s t a t e  w a g e  a n d  

h o u r  s t a t u t e .
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(3) A . S .  2 3 . 1 0 . 4 2 0  d o e s  n o t  a p p l y  to t h e  

a u t h o r i t y  —  f u l l - c r e w  la w .

(4) A . S .  3 0 . 1 5  d o e s  n o t  a p p l y  t o  t h e  a u t h o r i t y  —  p r o c e ­

d u r e s  f o r  s t a t e  g r a n t s  f o r  c o n s t r u c t i o n  o f  l o c a l  p o r t  f a c i l i t i e s .

(5) A u t h o r i t y  a c t i v i t i e s  a r e  n o t  s u b j e c t  to A.,S. T i t l e  

35, w h i c h  d e a l s  g e n e r a l l y  w i t h  p u b l i c  w o r k s .  T h e  a u t h o r i t y  is 

e x e m p t  f r o m  p u b l i c  b i d d i n g  r e q u i r e m e n t s ,  D e p a r t m e n t  o f  

T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  s u p e r v i s i o n  o f  c o n s t r u c t i o n ,  

p l a n n i n g  o f  p r o j e c t s ,  et c .

(6) T h e  f o l l o w i n g  p r o v i s i o n s  o f  A . S .  T i t l e  37 d o  n o t  

a p p l y  t o  t h e  a u t h o r i t y ' s  o p e r a t i o n s  a n d  b u d g e t i n g  p r o c e d u r e s :

(a) A . S .  3 7 . 0 5  —  t h e  F i s c a l  P r o c e d u r e s  A c t  

e s t a b l i s h e s  u n i f o r m  a c c o u n t i n g ,  p u r c h a s i n g ,  p o s t  a u d i t i n g ,  and 

r e l a t e d  f i n a n c i a l  p r o v i s i o n s  f o r  a l l  " s t a t e  a g e n c i e s "  and 

r e q u i r e s  s t a t e  a g e n c i e s  t o  s u b m i t  r e p o r t s ,  d o c u m e n t s ,  and s t a t e­

m e n t s  to t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  f o r  a c c o u n t i n g  p u r­

p o s e s ,  r e q u i r e s  f e d e r a l  f u n d s  r e c e i v e d  b y  s t a t e  a g e n c i e s  to b e

d e p o s i t e d  in t h e  s t a t e  t r e a s u r y ,  m a k e s  t h e  D e p a r t m e n t  of 

A d m i n i s t r a t i o n  r e s p o n s i b l e  f o r  all a c c o u n t s  a n d  p u r c h a s e s  of 

s t a t e  a g e n c i e s ,  r e q u i r e s  c o m p e t i t i v e  b i d d i n g  p r o c e d u r e s ,  a n d  

i m p o s e s  o t h e r  f i n a n c i a l  a n d  r e p o r t i n g  r e q u i r e m e n t s ;

(b) A . S .  3 7 . 0 7  —  E x e c u t i v e  B u d g e t  Act;

(c) A . S .  3 7 . 1 0 . 0 1 0  - . 0 6 0  —  t h e s e  s e c t i o n s  m a k e  

t h e  D e p a r t m e n t  of A d m i n i s t r a t i o n  t h e  c u s t o d i a n  o f  s t a t e  f u n d s  and
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r e q u i r e  a l l  o f f i c e r s ,  b o a r d s ,  c o m m i s s i o n s ,  e t c . ,  to a c c o u n t  to 

t h e  D e p a r t m e n t  o f  R e v e n u e  f o r  a l l  m o n e y s  r e c e i v e d ;

(d) A . S .  3 7 . 1 0 . 0 8 5  —  p r o h i b i t s  a p o l i t i c a l  s u b­

d i v i s i o n  o f  t h e  s t a t e  f r o m  s u b s c r i b i n g  to t h e  s t o c k  o f  t h e  c o r­

p o r a t i o n  f o r  l o a n i n g  c r e d i t  o r  b o r r o w i n g  m o n e y  f o r  u s e  of t h e  

c o r p o r a t i o n ;

(e) A . S .  3 7 . 2 0  —  a u t h o r i z e s  t h e  g o v e r n o r  to 

a c c e p t  f e d e r a l  g r a n t s  a n d  t r a n s f e r s  o f  p r o p e r t y ,  a n d  m a k i n g  l a n d  

s o  t r a n s f e r r e d  s u b j e c t  to t h e  j u r i s d i c t i o n  o f  t h e  i n i t i a l  D e p a r t­

m e n t  of N a t u r a l  R e s o u r c e s ;  a n d

(f) A . S .  3 7 . 2 5  —  d e t e r m i n e s  w h i c h  u n e x p e c t e d  

a p p r o p r i a t i o n s  l a p s e  a n d  w h i c h  d o  n o t .

(7) T h e  a u t h o r i t y  is n o t  s u b j e c t  to t h e  j u r i s d i c t i o n  of 

t h e  A l a s k a  T r a n s p o r t a t i o n  C o m m i s s i o n .

(8) A . S .  3 9 . 5 0 . 2 0 0 ( b )  is a m e n d e d  to i n c l u d e  the 

a u t h o r i t y .

(9) P r o v i d e s  s u b s e q u e n t l y  e n a c t e d  s t a t u t e s  s h a l l  n o t  

b e  i n t e r p r e t e d  t o  a p p l y  to the a u t h o r i t y  u n l e s s  t h e y  d o  so 

s p e c i f i c a l l y  b y  t h e i r  t e r m s .



PLEA SE NOTE: T H E  PRECEDING PAGES HERE TREATED 

AS A U N IT  IN  THE ORIGINAL DOCUMENT.


	STRA12 SB 212



