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Offered: 5/2/84
p Referred: Rules

O r i g in a l  sponsors: Hayes, Ringstad,
Shultz, et al

1 IN THE HOUSE BY THE FINANCE COMMITTEE

2 CS FOR HOUSE BILL NO. 512 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act establishing the Alaska Railroad Corporation

7 to manage and operate the Alp.ska Railroad; and pro-

8 viding for an effective date."

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

10 * Section 1. LEGISLATIVE FINDINGS AND PURPOSE. (a) The legislature

1 1  finds that

1 2 (1 ) it is the policy of the state to

13 (A) provide safe, economical, and efficient transportation

14 to residents, businesses, visitors, and military installations in the

15 state;

16 (B) foster and promote the long-term economic growth and

17 development of the state;

18 (C) develop and implement plans for a transportation net-

19 work;

20 (D) foster and promote the development of t.he state's land

2 1  and natural resources;

22 (2) the Alaska Railroad is an essential part of the state trans-

23 portation network that may, unless preserved by state action, cease to be a

24 transportation option in Alaska;

25 (3) the federal government has offered to the state the option

26 of taking over the Alaska Railroad to ensure its continued existence;

27 (4) it is in the state's best interest to accept the railroad

28 under the terms and conditions offered by the United States government; and

29 (5) there is vast potential in Alaska's natural resource areas
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and extension of the Alaska Railroad into natural resource areas is neces­

sary for long-term economic growth.

(b) It is the purpose of this Act to

(1 ) create a viable economic entity with the powers and duties 

necessary to operate and manage the Alaska Railroad pending eventual trans­

fer of the railroad to the private sector for its ownership or operation or 

both consistent with 45 U.S.C. 1201 - 1214 (Alaska Railroad Transfer Act of 

1982);

(2 ) provide for the level of railroad service that best satis­

fies the needs of the people of the state consistent with the other find­

ings and policies of this section;

(3) create a public corporation with the powers, duties, and

functions needed to operate the Alaska Railroad and manage its rail, indus­

trial, port and other properties in the best interest of the people of the 

state by ensuring that the corporation will

(A) be exclusively responsible for the management of the 

financial and legal obligations of the Alaska Railroad;

(B) operate the railroad as a common carrier subject to the 

jurisdiction of the United States Interstate Commerce Commission 

consistent with 45 U.S.C. 1207;

(C) have the ability to raise capital for expansion by 

issuing bonds exempt from federal and state taxation;

(D) generally carry out its responsibilities on a self- 

sustaining basis;

(E) provide the best possible combination of types and

levels of safe, efficient, and economical railroad transportation to

meet the overall needs of the state, supported when necessary by state 

investment;

(F) provide for the most efficient and prudent operation of 

CSHB 512(Fin) -2-
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1 the railroad according to sound business management practices

2 consistent with the technology in use;

3 (G) preserve the integrity of the railroad utility corridor

4 for transportation, communication, pipeline, and transmission

5 purposes;

6 (H) in all job classifications, provide for the employment

7 of women and minorities if qualified;

8 (I) provide for the payment of equal pay for equal work;

9 (4) ensure that borrowing by the corporation does not directly

1 0  or indirectly endanger the state's own borrowing capacity.

11 * Sec. 2. AS 42 is amended by adding a new chapter to read:

12 CHAPTER 40. ALASKA RAILROAD CORPORATION.

13 ARTICLE 1. ESTABLISHMENT AND ORGANIZATION.

14 Sec. 42.40.010. ESTABLISHMENT OF THE CORPORATION. There is

15 established the Alaska Railroad Corporation. The corporation is a

16 public corporation and is an instrumentality of the state within the

17 Department of 'immerce and Economic Development. The corporation has

18 a legal existence independent of and separate from the state. The

19 exercise by the corporation of the powers provided in this chapter is

2 0  considered an essential government function of the state.

21 Sec. 42.40.020. BOARD OF DIRECTORS. (a) The powers of the

22 corporation are vested in the board of directors. The board consists

23 of the commissioner of commerce and economic development, the commis-

24 sioner of transportation and public facilities, and seven members

25 appointed by the governor. The seven appointed members must be regis-

26 tered voters in the state except as provided in (1 ) and (2 ) of this

27 subsection. A member of the board may not be an employer of a

28 transportation company, a company using the railroad’s freight

29 services, except infrequently, or a lessee of corporation land.

-3- CSHB 512(Fin)



1 Except for the commissioners and the member appointed under (5) of

2 this subsection, a member may not be a state officer or employee.

3 Appointed members shall have the following qualifications:

4 . (1 ) one member of the board shall be a person who has

5 substantial experience in railroad management; a person who is not a

6 resident of the state may be appointed under this paragraph;

7 (2) one member ■?£ the boars shall be or have been an execu-

8 tive official of a United States railroad and shall be selected in

9 accordance with 49 U.S.C. (Interstate Commerce Act); a person who is

1 0  not a resident of the state may be appointed under this paragraph;

11 (3) two members shall have substantial experience as owners

1 2  or managers of a business in the state;

13 (4) at least two members shall be from each judicial

14 district directly served by the Alaska Railroad;

15 (5) one member shall be an employee of the corporation who

16 is a member of a collective bargaining unit.

17 (b) Except for the commissioners, the members of the board shall

18 be confirmed by a majority of the members of each house of the legis-

19 lature in joint session. A member appointed by the governor has the

2 0  full powers and responsibilities of a confirmed board member until the

2 1  member is rejected by the legislature or the legislature adjourns

2 2. without confirming the member.

23 Sec. 42.40.030. TERM OF OFFICE; REMOVAL. (a) Except for the

24 commissioner of commerce and economic development, and the commission-

25 er of transportation and public facilities, the members of the board

26 serve for staggered terms of five years each.

27 (b) The governor may, by written notice to a member, remove the

28 member from the board for

29 (1) incapacitation caused by injury or sickness that leaves
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t'ie member unable to perform duties under this chapter;

(2 ) continued refusal or inability to attend meetings of

the board;

(3) conviction of a felony; or

(4) malfeasance or misfeasance.

Sec. 42.40.040. VACANCIES. (a) Except for the commissioner of 

commerce and the commissi'-ner of transportation and public facilities, 

a vacancy on the board is filled by appointment by the governor, and 

the appointment must be confirmed by the members of each house of the 

legislature in joint session. A member appointed to fill a vacancy 

holds office for the balance of the term for which the member's prede­

cessor was appointed.

(b) A vacancy on the board does not impair the authority of a 

quorum of memoers to exercise the powers and perform the duties of the 

board.

(c) An appointed member of the board whose term has expired

shall serve until a successor has been appointed.

Sec. 42.40.050. COMPENSATION AND EXPENSES. (a) An appointed

member of the board is entitled to compensation at a rate of $400 for 

each day the member is engaged in the actual performance of duties as

a member of the board. The board may provide by rule for compensation

for partial days during which an appointed member is engaged in actual 

performance of duties as-a member- of̂ -tlte-̂ berard.

(b) In addition to compensation under (a) of this section, an

appointed member of the board is entitled to per diem and travel 

expenses authorized by law for state boards and commissions.

Sec. 42.40.060. BOARD OFFICERS. (a) The board shall elect from 

its membership a chairman and vice-chairman and prescribe their duties 

by rule.
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1 (b) The board shall appoint a secretary and prescribe the duties

2 of the secretary.

3 ARTICLE 2. MANAGEMENT.

4 Sec. 42.40.100. MANAGEMENT BY THE BOARD. The board is responsi-

5 ble for the management of the corporation but may delegate certain

6 powers and duties to the chief executive officer in accordance with

7 AS 42.40.120. In managing the corporation the board shall

8 (1 ) be responsible for the management of the financial and

9 legal obligations of the Alaska Railroad;

10 (2) operate the Alaska Railroad as a common carrier subject

11 to the jurisdiction of the United States Interstate Commerce Commis-

12 sion consistent with 45 U.S.C. 1207;

13 (3) generally manage the corporation on a self-sustaining

14 basis;

15 (4) provide for safe, efficient, and economical railroad

16 transportation to meet the overal?. needs of the state;

17 (5) raise needed capital for expansion by issuing bonds of

18 the corporation while ensuring that borrowing by the corporation does

19 not directly or indirectly endanger the state's own borrowing

2 0  capacity;

2 1  (6 ) review state and other land disposal proposals to aid

2 2  in planning for future development or expansion of railroad transpor-

23 tation services;

24 (7) ensure that standards of the United States Interstate

25 Commerce Commission for class I railroads are used for accounting

26 purposes by the corporation;

27 (8 ) ensure that the procurement procedures of the corpora-

28 tion comply with the procurement standards and procedures established

29 for state agencies to the extent practicable consistent with efficient
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(9) apply to the legislature for an appropriation to be 

used to provide a service that is not otherwise self-sustaining if a 

subsidy is required to maintain that service.

Sec. 42.40.110. EXECUTIVE OFFICERS. (a) The board shall ap­

point the chief executive officer of the corporation who serves at the 

pleasure of the board. The board shall fix thvi compensation for the 

chief executive officer.

(b) The chief executive officer of the corporation shall appoint 

and fix the compensation for other executive officers. The compensa­

tion for an executive officer appointed under this subsection is 

subject to board approval.

Sec. 42.40.120. DELEGATION. (a) The board may by rule delegate 

to the chief executive officer powers and duties necessary or appro­

priate for the management of the daily affairs and operations of the 

corporation.

(b) The board shall by rule establish procedures for carrying 

out the following powers and duties of the corporation and may dele­

gate the exercise of the following powers and duties in accordance 

with the procedures to the chief executive officer or other executive

officers designated by the board:

(1 ) leasing, granting easements in, issuing permits for the 

use of, or conveying other interests in property, except the corpo­

ration's entire interest in land;

(2 ) establishing specific rates, tariffs, divisions, and

contract rate agreements;

(3) making routine changes in service levels;

(4) establishing procurement and accounting procedures for

the corporation; and

rail r o a d  operations;

-7- CSHB 512(F:.n)
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(5) performing procurement activities.

(c) The board may by rule require the exercise of a power or

duty delegated under (a) or (b) of this section to be subject to board

approval. Specific board approval is required for the following:

(1 ) issuing bonds;

(2 ) mortgaging or pledging corporation assets;

(3 ) donating property or other assets belonging to the

corporation;

(4) acting as a surety or guarantor;

(5 ) adopting a long-range program or capital improvement

plan;

(6 ) adopting annual reports;

(7 ) effecting general, comprehensive increases and de­

creases in rates;

(8 ) diversifying, expanding, or reducing services ini a

major way;

(9 ) expanding the main or branch rail lines, other than

performing routine track alignment as necessary to maintain service 

levels in effect on the date of transfer;

(1 0 ) selecting independent auditors and accountants;

(1 1 ) exercising the power of eminent domain;

(1 2 ) entering into collective bargaining agreements;

(13) adopting annual budgets; and

(14) beginning capital projects with an estimated completion 

cost of more than $500,000 or an estimated completion time of more 

than one year.

ARTICLE 3. ADMINISTRATIVE PROVISIONS.

Sec. 42.40.150. MEETINGS OF THE BOARD. (a) The chairman of the 

board shall call meetings of the board at least once every three

IV.
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1 m o n t h s  a n d  m a y  c a l l  o t h e r  m e e t i n g s  o f  t h e  b o a r d  a s  n e c e s s a r y .  T h e

2 c h a i r m a n  s h a l l  p r e s i d e  a t  m e e t i n g s .

3 ( b )  E x c e p t  f o r  e x e c u t i v e  s e s s i o n s ,  t h e  m e e t i n g s  o f  t h e  b o a r d  a r e

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

5 n o t i c e  t o  t h e  p u b l i c  o f  i t s  m e e t i n g s .

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

7 S e c .  4 2 . 4 0 . 1 6 0 .  QUORUM AND V O T I N G .  ( a )  F i v e  m e m b e r s  o f  t h e

8 b o a r d  c o n s t i t u t e s  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 .

9 ( b )  F i v e  a f f i r m a t i v e  v o t e s  a r e  r e q u i r e d  f o r  b o a r d  a c t i o n .  T h e

1 0  b o a r d  s h a l l  p r o v i d e  b y  r u l e  f o r  t h e  m a n n e r  o f  v o t i n g ,  e x c e p t  t h a t  t h e

11  b o a r d  m a y  n o t  p r o v i d e  f o r  v o t i n g  b y  p r o x y .  T h e  r u l e s  m a y  p r o v i d e  f o r

1 2  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 c o m m u n i c a t i o n  d e v i c e s .

13 S e c .  4 2 . 4 0 . 1 7 0 .  E X E C U T I V E  S E S S I O N S .  ( a )  T h e  q u e s t i o n  o f  h o l d -

1 4  i n g  a n  e x e c u t i v e  s e s s i o n  s h a l l  b e  d e t e r m i n e d  i n  a c c o r d a n c e  w i t h

15 AS 4 2 . 4 0 . 1 6 0 .  A  s u b j e c t  m ay n o t  b e  c o n s i d e r e d  a t  a n  e x e c u t i v e  s e s s i o n

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

17 o r  i s  a u x i l i a r y  t o  a  s u b j e c t  m e n t i o n e d .  A n  a c t i o n  m a y  n o t  b e  t a k e n  a t

18 a n  e x e c u t i v e  s e s s i o n .

19 ( b )  O n l y  t h e  f o l l o w i n g  s u b j e c t s  m a y  b e  d i s c u s s e d  i n  a n  e x e c u t i v e

2 0  s e s s i o n :

2 1  ( 1 )  m a t t e r s ,  t h e  i m m e d i a t e  k n o w l e d g e  o f  w h i c h  w o u l d  c l e a r l y

2 2  h a v e  a n  a d v e r s e  e f f e c t  u p o n  t h e  f i n a n c e s  o f  t h e  c o r p o r a t i o n ;

2 3  ( 2 )  u n l e s s  t h e  p e r s o n  h a s  r e q u e s t e d  t o  h a v e  t h e  s u b j e c t s

2 4  d i s c u s s e d  i n  p u b l i c ,  s u b j e c t s  t h a t  t e n d  t o  p r e j u d i c e  t h e  r e p u t a t i o n

2 5  a n d  c h a r a c t e r  o f  a p e r s o n ;

2 6  ( 3 )  m a t t e r s  t h a t ,  b y  l a w  o r  m u n i c i p a l  c h a r t e r  o r  o r d i n a n c e ,

2 7  a r e  p e r m i t t e d  t o  b e  k e p t  c o n f i d e n t i a l  f r o m  p u b l i c  d i s c l o s u r e ;

2 8  ( 4 )  m a t t e r s  p e r t a i n i n g  t o  p e r s o n n e l ;

2 9  ( 5 )  m a t t e r s  p e r t a i n i n g  t o  t h e  c o r p o r a t i o n ' s  l e g a l  p o s i t i o n ;

- 9 -  CSHB 5 1 2 ( F i n )



1 ( 6 )  l a n d  a c q u i s i t i o n  o r  d i s p o s a l ;  a n d

2 ( 7 )  p r o p r i e t a r y  o r  o t h e r  i n f o r m a t i o n  o f  a  t y p e  t r e a t e d  a s

3 c o n f i d e n t i a l  u n d e r  t h e  s t a n d a r d s  a n d  p r a c t i c e s  o f  t h e  U n i t e d  S t a t e s

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

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

6 r a t e  a g r e e m e n t s .

7 S e c .  4 2 . 4 0 . 1 8 0 .  R U L E S .  ( a )  T h e  b o a r d  s h a l l  a d o p t  r u l e s  t o

8 c a r r y  o u t  i t s  f u n c t i o n s  a n d  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

9 r u l e s  t o  s a f e g u a r d  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  t h e

1 0  c o r p o r a t i o n  a n d  t o  p r o t e c t  e m p l o y e e s  a n d  p e r s o n s  u s i n g  t h e  c o r p o r a -

1 1  t i o n ' s  p r o p e r t y  o r  s e r v i c e s .  A t  l e a s t  1 5  d a y s  b e f o r e  t h e  a d o p t i o n  o f

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

1 3  p u b l i s h i n g  a  n o t i c e  i n  a t  l e a s t  t h r e e  n e w s p a p e r s  o f  g e n e r a l  c i r c u l a -

1 4  t i o n  i n  t h e  s t a t e  a n d  b y  m a i l i n g  a  c o p y  o f  t h e  n o t i c e  t o  e a c h  p e r s o n

15  w h o  h a s  r e q u e s t e d  n o t i c e  o f  p r o p o s e d  r u l e s .  T h e  n o t i c e  m u s t  s t a t e  t h e

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

17 o f  t h e  s u b j e c t  o f  t h e  p r o p o s e d  c h a n g e .

18 ( b )  O n t h e  d a t e  a n d  a t  t h e  t i m e  a n d  p l a c e  d e s i g n a t e d  i n  t h e

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

2 0  i n t e r e s t e d  p e r s o n  a n  o p p o r t u n i t y  t o  p r e s e n t  s t a t e m e n t s  i n  w r i t i n g

2 1  c o n c e r n i n g  t h e  p r o p o s e d  r u l e  a n d  s h a l l  g i v e  m e m b e r s  o f  t h e  p u b l i c  a n

2 2  o p p o r t u n i t y  t o  p r e s e n t  o r a l  s t a t e m e n t s  f o r  a  t o t a l  p e r i o d  o f  a t  l e a s t

2 3  o n e  h o u r .

2 4  ( c )  T h e  b o a r d  s h a l l  c o n s i d e r  a l l  r e l e v a n t  m a t t e r s  p r e s e n t e d  t o

2 5  i t  b e f o r e  a d o p t i n g  a  r u l e .  T h e  b o a r d  m a y  t a k e  a c t i o n  o n  a  r u l e  t h a t

2 6  v a r i e s  i n  c o n t e n t  f r o m  t h e  s u m m a r y  p r o v i d e d  w i t h  t h e  n o t i c e  o f  t h e

2 7  p r o p o s e d  r u l e  i f  t h e  s u b j e c t  o f  t h e  r u l e  w a s  r e f l e c t e d  i n  t h e  s u m m a r y

2 8  a n d  i t  p r o v i d e d  r e a s o n a b l e  n o t i c e  t o  t h e  p u b l i c  a s  t o  w h e t h e r  t h e i r

2 9  i n t e r e s t s  c o u l d  b e  a f f e c t e d  b y  t h e  b o a r d ' s  a c t i o n  o n  t h a t  s u b j e c t .

i
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1 ( d )  T h e  b o a r d  s h a l l  e s t a b l i s h  i n  t h e  b y l a w s  o f  t h e  c o r p o r a t i o n

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

3 S e c .  4 2 . 4 0 . 1 9 0 .  EMERGENCY R U L E S .  ( a )  T h e  b o a r d  s h a l l  e s t a b l i s h

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

5 r u l e  o n  a n  e m e r g e n c y  b a s i s .  A n  e m e r g e n c y  r u l e  m a y  b e  a d o p t e d  o n l y

6 w h e n  n e c e s s a r y  f o r  t h e  o r d e r l y  o p e r a t i o n  o f  t h e  c o r p o r a t i o n ' s  f a c i l -

7 i t i e s  o r  p r o g r a m s .  T h e  r e q u i r e m e n t s  o f  A S  4 2 . 4 0 . 1 8 0  d o  n o t  a p p l y  t o

8 a c t i o n s  t a k e n  u n d e r  t h i s  s e c t i o n .  H o w e v e r ,  w i t h i n  1 0  d a y s  a f t e r  t h e

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

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

1 1  o f  A S  4 2 . 4 0 . 1 8 0 ( a ) .

12  ( b )  A n  a c t i o n  t a k e n  u n d e r  t h i s  s e c t i o n  r e m a i n s  i n  e f f e c t  f o r  n o t

13 m o r e  t h a n  1 2 0  d a y s .  T o  p r e v e n t  a n  e m e r g e n c y  r u l e  f r o m  l a p s i n g  t h e

14  b o a r d  m a y  a d o p t  t h e  s a m e  r u l e  u n d e r  A S  4 2 . 4 0 . 1 9 0  b e f o r e  t h e  e n d  o f  t h e

15 1 2 0 - d a y  p e r i o d .

16 S e c .  4 2 . 4 0 . 2 0 0 .  V A L I D I T Y  OF R U L E S .  ( a )  F a i l u r e  t o  m a i l  n o t i c e

17 t o  a  p e r s o n  u n d e r  A S  4 2 . 4 0 . 1 8 0 ( A )  o r  4 2 . 4 0 . 1 9 0 ( a )  d o e s  n o t  i n v a l i d a t e

18 a n  a c t i o n  t a k e n  b y  t h e  b o a r d .

19 ( b )  A n  i n t e r e s t e d  p e r s o n  m a y  c h a l l e n g e  a  r u l e  a d o p t e d  b y  t h e

2 0  b o a r d  b y  b r i n g i n g  a n  a c t i o n  i n  t h e  s u p e r i o r  c o u r t .  I n  a d d i t i o n  t o

2 1  o t h e r  g r o u n d s ,  a  c o u r t  m a y  d e c l a r e  a  r u l e  i n v a l i d

22  ( 1 )  f o r  s u b s t a n t i a l  f a i l u r e  b y  t h e  b o a r d  t o  c o m p l y  w i t h

2 3  A S  4 2 . 4 0 . 1 8 0  o r  4 2 . 4 0 . 1 9 0 ;  o r

2 4  ( 2 )  i f  t h e  r u l e  w a s  a d o p t e d  u n d e r  A S  4 2 . 4 0 . 1 9 0 ,  u p o n  t h e

2 5  g r o u n d s  t h a t  t h e  e m e r g e n c y  r u l e  w a s  n o t  n e c e s s a r y  f o r  t h e  o r d e r l y

2 6  o p e r a t i o n  o f  t h e  c o r p o r a t i o n ' s  f a c i l i t i e s  o r  p r o g r a m s .

2 7  S e c .  4 2 . 4 0 . 2 0 5 .  A P P L I C A T I O N .  A d o p t i o n  o f  a  r u l e  i s  n o t  s u b j e c t

2 8  t o  A S  4 2 . 4 0 . 1 8 0  o r  4 2 . 4 0 . 1 9 0  i f  i t
*

2 9  ( 1 )  r e l a t e s  o n l y  t o  t h e  i n t e r n a l  m a n a g e m e n t  o f  t h e

. .. . ' .
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1 c o r p o r a t i o n ;

2 ( 2 )  r e l a t e s  t o  s p e c i f i c  r a t e s ,  t a r i f f s ,  d i v i s i o n s ,  a n d

3 c o n t r a c t  r a t e  a g r e e m e n t s ;

4  ( 3 )  r e l a t e s  t o  s e r v i c e  s c h e d u l e s  o f  t h e  r a i l r o a d ;

5 ( 4 )  i s  d i r e c t e d  t o  a  s p e c i f i c a l l y  n a m e d  p e r s o n  o r  t o  a

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

7 ( 5 )  r e l a t e s  t o  t h e  u s e  o f  p u b l i c  w o r k s  u n d e r  t h e  j u r i s d i c -

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

9 p u b l i c  b y  m e a n s  o f  s i g n s  o r  s i g n a l s .

10  S e c .  4 2 . 4 0 . 2 1 0 .  P R E V I O U S L Y  A D O P T E D  R U L E S  AND O R D E R S . ( a )  T h e

1 1  b o a r d  m a y  p r o v i d e  b y  r e s o l u t i o n  t h a t  r u l e s  a n d  o r d e r s  i n  e f f e c t  o n  t h e

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

13 b o a r d .  T h e  b o a r d  m a y  a d o p t  t h e  s u b s t a n c e  o f  f o r m e r  f e d e r a l  r u l e s  o r

1 4  o r d e r s  r e l a t i n g  t o  t h e  A l a s k a  R a i l r o a d  a n d  t h i s  m a y  n o t  b e  c o n s i d e r e d

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

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

17 l a w .

18 ( b )  AS 4 2 . 4 0 . 1 8 0  d o e s  n o t  a p p l y  t o  a c t i o n s  t a k e n  u n d e r  t h i s

19 s e c t i o n .

2 0  S e c .  4 2 . 4 0 . 2 2 0 .  P U B L I C  D IS C L O S U R E  O F  I N F O R M A T I O N .  ( a )  E x c e p t

2 1  a s  p r o v i d e d  u n d e r  ( b )  o f  t h i s  s e c t i o n ,  i n f o r m a t i o n  i n  t h e  p o s s e s s i o n

2 2  o f  t h e  c o r p o r a t i o n  i s  p u b l i c  a n d  i s  o p e n  t o  p u b l i c  i n s p e c t i o n  a t

2 3  r e a s o n a b l e  t i m e s .

2 4  ( b )  T h e  c o r p o r a t i o n  m a y  b y  r u l e  d e s i g n a t e  a s  c o n f i d e n t i a l  a n d

2 5  w i t h h o l d  p u b l i c  d i s c l o s u r e  o f  m a t t e r s  o f  a  n o n p u b l i c ,  p r i v i l e g e d ,  o r

2 6  p r o p r i e t a r y  n a t u r e .  T h o s e  m a t t e r s  i n c l u d e  p e r s o n n e l  r e c o r d s ,  c o m m u n i -

2 7  c a t i o n s  w i t h  a n d  w o r k  p r o d u c t  o f  l e g a l  c o u n s e l ,  a n d ,  c o n s i s t e n t  w i t h

2 8  t h e  s t a n d a r d s  a n d  p r a c t i c e s  o f  t h e  U n i t e d  S t a t e s  I n t e r s t a t e  C o m m e r c e

2 9  C o m m i s s i o n  f o r  t h e  p r o t e c t i o n  o f  t h e s e  m a t t e r s ,  o t h e r  i n f o r m a t i o n
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1 i n c l u d i n g  p r o p r i e t a r y  i n f o r m a t i o n  a s s o c i a t e d  w i t h  s p e c i f i c  s h i p p e r s ,

2 d i v i s i o n s  a n d  c o n t r a c t  r a t e  a g r e e m e n t s .

3 S e c .  4 2 . 4 0 . 2 3 0 .  C O N F L I C T S  OF I N T E R E S T .  ( a )  E x c e p t  a s  p r o v i d e d

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

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

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

7 o r  i n d i r e c t  f i n a n c i a l  i n t e r e s t  u n l e s s  t h e  f i n a n c i a l  i n t e r e s t  i s  a

8 r e m o t e  f i n a n c i a l  i n t e r e s t  a n d  p a r t i c i p a t i o n  i s  a p p r o v e d  u n d e r  ( b )  o f

9 t h i s  s e c t i o n .

1 0  ( b )  A  b o a r d  m e m b e r  o r  e x e c u t i v e  o f f i c e r  m a y  p a r t i c i p a t e  i n  a

1 1  d e c i s i o n  i f  t h a t  p e r s o n  o r  a  m e m b e r  o f  t h a t  p e r s o n ’ s i m m e d i a t e  f a m i l y

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

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

14 o f  t h e  b o a r d  b e f o r e  a n y  p a r t i c i p a t i o n  b y  t h e  m e m b e r  o r  i n  t h e  d e c i -

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

16 o r  a p p r o v e s  t h e  p a r t i c i p a t i o n .  I f  t h e  p e r s o n  w h o s e  p a r t i c i p a t i o n  i s

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

18 t h i s  s u b s e c t i o n .  F o r  p u r p o s e s  o f  t h i s  s u b s e c t i o n ,  " r e m o t e  i n t e r e s t "

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

2 0  a d o p t e d  b y  t h e  c o r p o r a t i o n .

2 1  ( c )  A  b o a r d  m e m b e r  o r  e x e c u t i v e  o f f i c e r  i s  n o t  c o n s i d e r e d  t o  b e

2 2  f i n a n c i a l l y  i n t e r e s t e d  i n  a  d e c i s i o n  w h e n  t h e  d e c i s i o n  c o u l d  n o t

2 3  a f f e c t  t h a t  p e r s o n  i n  a  m a n n e r  d i f f e r e n t  f r o m  i t s  e f f e c t  o n  t h e  p u b l i c

2 4  o r  c o m m u n i t y .

2 5  ( d )  W i t h i n  1 2 0  d a y s  o f  t h e  f i r s t  m e e t i n g  o f  t h e  b o a r d ,  t h e  b o a r d

2 6  s h a l l  a d o p t  a n d  m a y  s u b s e q u e n t l y  a m e n d  r u l e s  i m p l e m e n t i n g  t h i s  s e c -

2 7  t i o n ,  p r o v i d i n g  a d d i t i o n a l  c o n f l i c t  o f  i n t e r e s t  a n d  e t h i c a l  r u l e s  i t

28  c o n s i d e r s  a p p r o p r i a t e ,  a n d  p r o v i d i n g  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

2 9  b o a r d  m e m b e r  o r  e x e c u t i v e  o f f i c e r  w h o  i n t e n t i o n a l l y  v i o l a t e s  a
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1 p r o h i b i t i o n  c o n t a i n e d  i n  t h i s  s e c t i o n .

2 ( e )  F o r  p u r p o s e s  o f  t h i s  s e c t i o n

3 ( 1 )  " p a r t i c i p a t e  i n  a  d e c i s i o n "  i n c l u d e s  a l l  d i s c u s s i o n s ,

4  d e l i b e r a t i o n s ,  p r e l i m i n a r y  n e g o t i a t i o n s ,  a n d  v o t e s ;

5 ( 2 )  " i m m e d i a t e  f a m i l y "  m e a n s

6 ( A )  s p o u s e ;

7 ( B )  d e p e n d e n t  p a r e n t ,  p a r e n t - i n - l a w ,  c h i l d ,  s o n - i n -

8 l a w ,  d a u g h t e r - i n - l a w ,  s i b l i n g ,  u n c l e ,  a u n t ,  n i e c e ,  o r  n e p h e w .

9 S e c .  4 2 . 4 0 . 2 4 0 .  C O M P L A IN T  P R O C E D U R E . T h e  b o a r d  s h a l l  p r o v i d e  b y

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

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

12  A R T I C L E  4 .  POWERS AND D U T I E S .

13 S e c .  4 2 . 4 0 . 2 5 0 .  G E N E R A L  PO W ER S. I n  a d d i t i o n  t o  t h e  e x e r c i s e  o f

1 4  o t h e r  p o w e r s  a u t h o r i z e d  b y  l a w ,  t h e  c o r p o r a t i o n  m a y

15 ( 1 )  a d o p t  a  s e a l ;

16 ( 2 )  a d o p t  b y l a w s  g o v e r n i n g  t h e  b u s i n e s s  o f  t h e  c o r p o r a t i o n ;

17 ( 3 )  s u e  a n d  b e  s u e d ;

18 ( 4 )  a p p o i n t  t r u s t e e s  a n d  a g e n t s  o f  t h e  c o r p o r a t i o n  a n d

19 p r e s c r i b e  t h e i r  p o w e r s  a n d  d u t i e s ;

2 0  ( 5 )  h i r e  l e g a l  c o u n s e l  t o  r e p r e s e n t  t h e  c o r p o r a t i o n ;

2 1  ( 6 )  m a k e  c o n t r a c t s  a n d  e x e c u t e  i n s t r u m e n t s  n e c e s s a r y  o r

2 2  c o n v e n i e n t  i n  t h e  e x e r c i s e  o f  i t s  p o w e r s  a n d  d u t i e s ;

2 3  ( 7 )  a c q u i r e  b y  p u r c h a s e ,  l e a s e ,  b e q u e s t ,  d e v i s e ,  g i f t ,

2 4  e x c h a n g e ,  c o n d e m n a t i o n ,  t h e  s a t i s f a c t i o n  o f  d e b t s ,  t h e  f o r e c l o s u r e  o f

2 5  m o r t g a g e s ,  o r  o t h e r w i s e ,  p e r s o n a l  p r o p e r t y ,  r i g h t s ,  r i g h t s - o f - w a y ,

2 6  f r a n c h i s e s ,  e a s e m e n t s ,  a n d  o t h e r  i n t e r e s t  i n  l a n d ,  a n d  a c q u i r e  b y

2 7  a p p r o p r i a t i o n  w a t e r  r i g h t s  t h a t  a r e  l o c a t e d  i n  t h e  s t a t e ,  t a k i n g  t i t l e

2 8  t o  t h e  p r o p e r t y  i n  t h e  n a m e  o f  t h e  c o r p o r a t i o n ;

29  ( 8 )  h o l d ,  m a i n t a i n ,  u s e ,  o p e r a t e ,  i m p r o v e ,  l e a s e ,  e n c u m b e r

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

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

s o n a l  p r o p e r t y ,  s u b j e c t  t o  o t h e r  p r o v i s i o n s  o f  t h i s  c h a p t e r ;

( 9 )  c o n t r a c t  w i t h  a n d  a c c e p t  t r a n s f e r s ,  g i f t s ,  g r a n t s  o r

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

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

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

( 1 0 )  u n d e r t a k e  a n d  p r o v i d e  f o r  t h e  m a n a g e m e n t ,  o p e r a t i o n ,  

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

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

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

( 1 1 )  r e c o m m e n d  t o  t h e  l e g i s l a t u r e  a n d  t h e  g o v e r n o r  a n y  t a x ,  

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

p r i a t e  t o  c a r r y  o u t  t h e  d u t i e s  u n d e r  t h ’ S c h a p t e r ;

( 1 2 )  m a i n t a i n  o f f i c e s  a n d  f a c i l i t i e s  a t  p l a c e s  i t  d e s i g ­

n a t e s  ;

( 1 3 )  a p p l y  t o  t h e  s t a t e ,  t h e  U n i t e d  S t a t e s ,  a n d  f o r e i g n  

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

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

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

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

( 1 4 )  p r e s c r i b e  r a t e s  t o  b e  c h a r g e d  f o r  s e r v i c e s  p r o v i d e d  b y  

t h e  A l a s k a  R a i l r o a d  c o n s i s t e n t  w i t h  4 5  U . S . C .  1 2 0 1  -  1 2 1 4  ( A l a s k a  

R a i l r o a d  T r a n s f e r  A c t  c f  1 9 8 2 ) ;

( 1 5 )  d e t e r m i n e  t h e  r o u t e s ,  s c h e d u l e s ,  a n d  t y p e s  o f  s e r v i c e  

t o  b e  p r o v i d e d  b y  t h e  A l a s k a  R a i l r o a d ;

( 1 6 )  e n t e r  i n t o  c o n t r a c t s ,  l e a s e s ,  a n d  o t h e r  a g r e e m e n t s

w i t h  c o n n e c t i n g  c a r r i e r s ,  s h i p p e r s ,  a n d  o t h e r  p e r s o n s ,  c o n c e r n i n g  t h e  

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

2 a n d  e x p a n d  t h e  r a i l r o a d ' s  t r a f f i c  b a s e ;

3 ( 1 7 )  p l a n  f o r  a n d  u n d e r t a k e  e x p a n s i o n  o f  t h e  r a i l r o a d  a n d

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

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

6 r a i l  s y s t e m :

7 ( 1 8 )  h i r e  a n d  d i s c h a r g e  r a i l r o a d  p e r s o n n e l  a n d  d e t e r m i n e

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

9 ( 1 9 )  a s s u m e  a l l  r i g h t s ,  l i a b i l i t i e s ,  a n d  o b l i g a t i o n s  o f  t h e

10  A l a s k a  R a i l r o a d  c o n s i s t e n t  w i t h  4 5  U . S . C .  1 2 0 1  -  1 2 1 4  ( A l a s k a  R a i l r o a d

1 1  T r a n s f e r  A c t  o f  1 9 8 2 ) ;

12 ( 2 0 )  m a i n t a i n  o r  p r o v i d e  f o r  a  s e c u r i t y  f o r c e  t o  p r o t e c t

13 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  t h e  c o r p o r a t i o n  a n d  p e r s o n s

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

15 ( 2 1 )  i s ' *  -s i t s  b o n d s  anc. p r o v i d e  f o r  a n d  s e c u r e  t h e i r  p a y -

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

17 t h e m ;

18 ( 2 2 )  p u r c h a s e  t h e  c o r p o r a t i o n ' s  b o n d s  a t  a  p r i c e  n o t  m o r e

19 t h a n  t h e  p r i n c i p a l  a m o u n t  o f  t h e m  p l u s  i n t e r e s t ;

2 0  ( 2 3 )  c a n c e l  b o n d s  o f  t h e  c o r p o r a t i o n  p u r c h a s e d  b y  t h e  c o r p o -

21 r a t i o n ;

2 2  ( 2 4 )  s e c u r e  t h e  p a y m e n t  o f  i t s  b o n d s  b y  p l e d g e ,  m o r t g a g e ,  o r

2 3  o t h e r  l i e n  o n  i t s  c o n t r a c t s ,  r e v e n u e ,  i n c o m e ,  o r  p r o p e r t y ;

2 4  ( 2 5 )  c o n s e n t  t o  t h e  m o d i f i c a t i o n  o f  t h e  r a t e  o f  i n t e r e s t ,

2 5  t i m e  o f  p a y m e n t  o f  a n  i n s t a l l 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 r  o t h e r

2 6  t e r m  o f  a  l o a n ,  c o n t r a c t ,  o r  a g r e e m e n t  t o  w h i c h  t h e  c o r p o r a t i o n  i s  a

2 7  p a r t y ;

2 8  ( 2 6 )  b o r r o w  m o n e y ,  i n c l u d i n g  t h e  a m o u n t s  n e c e s s a r y  t o  e s t a b -

2 9  l i s h  r e a s o n a b l e  r e s e r v e s ,  a n d  p a y  f i n a n c i n g  c h a r g e s  a n d  i n t e r e s t  o n
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2 9

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

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

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

d e n t  t o  b o r r o w i n g ;

( 2 7 )  a c q u i r e ,  h o l d ,  a n d  d i s p o s e  o f  s t o c k s ,  m e m b e r s h i p s ,  

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

i n t e r e s t s  i n  a n o t h e r  c o r p o r a t i o n ,  a s s o c i a t i o n ,  p a r t n e r s h i p ,  j o i n t  

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

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

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

d e b t s ;

( 2 8 )  u n d e r t a k e  a n d  p r o v i d e  f o r  t h e  a c q u i s i t i o n ,  c o n s t r u c ­

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

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

( 2 9 )  d o  a l l  t h i n g s  n e c e s s a r y  o r  d e s i r a b l e  t o  c a r r y  o u t  t h e  

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

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

t h e  f e d e r a l  g o v e r n m e n t .

S e c .  4 2 . 4 0 . 2 6 0 .  A N N U AL R E P O R T .  W i t h i n  9 0  d a y s  f o l l o w i n g  t h e  e n d  

o f  t h e  f i s c a l  y e a r  o f  t h e  A l a s k a  R a i l r o a d  t h e  b o a r d  s h a l l  d i s t r i b u t e  

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

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

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

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

o p e r a t i o n  o r  f a c i l i t i e s  o f  t h e  c o r p o r a t i o n .  S u b j e c t  t o  AS 4 2 . 4 0 . 2 2 0 ,  

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

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

g o r y .

S e c .  4 2 . 4 0 . 2 7 0 .  A U D I T S .  ( a )  T h e  b o a r d  s h a l l  h a v e  t h e  f i n a n c i a l
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1 r e c o r d s  o f  t h e  c o r p o r a t i o n  a u d i t e d  a n n u a l l y  b y  a n  i n d e p e n d e n t  c e r -

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

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

4  r a i l r o a d  m a n a g e m e n t  e x p e r t  t o  a s s u r e  t h a t  t h e  r a i l r o a d  i s  b e i n g  m a n -

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

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

7 U n i t e d  S t a t e s  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n  f o r  C l a s s  I  r a i l r o a d s .

8 ( b )  T h e  c o r p o r a t i o n  s h a l l  m a k e  a l l  o f  i t s  f i n a n c i a l  r e c o r d s

9 a v a i l a b l e  t o  a n  a u d i t o r  a p p o i n t e d  b y  t h e  g o v e r n o r  a n d  t o  t h e  l e g i s l a -

1 0  t i v e  a u d i t  d i v i s i o n  f o r  e x a m i n a t i o n .  D i s c l o s u r e  t o  t h e  p u b l i c  b y  t h e

1 1  a u d i t o r  o r  l e g i s l a t i v e  a u d i t  d i v i s i o n  o f  t h i s  i n f o r m a t i o n  i s  s u b j e c t

1 2  t o  AS 4 2 . 4 0 . 2 0 0  a n d  r u l e s  i m p l e m e n t i n g  t h a t  s e c t i o n .

13  S e c .  4 2 . 4 0 . 2 8 0 .  S T A T E  O V E R S IG H T  R E P O R T S .  ( a )  T h e  b o a r d  s h a l l

1 4  p r o v i d e  a  s t a t e  o v e r s i g h t  r e p o r t  t o  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 u r e

15 b e f o r e  u n d e r t a k i n g

16 ( 1 )  e x p a n s i o n ,  r e d u c t i o n ,  o r  d i v e r s i f i c a t i o n  o f  s e r v i c e s

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

18 u n d e r  t h i s  c h a p t e r  t h a t  t h e  b o a r d  d e t e r m i n e s  w o u l d  r e p r e s e n t  a  s i g n i f -

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

2 0  v i d e d ;

2 1  ( 2 )  e x t e n s i o n  o f  t h e  m a i n  o r  b r a n c h  l i n e s  b y  m o r e  t h a n  25

2 2  m i l e s  o r  f i v e  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 ,  w h i c h e v e r

2 3  i s  g r e a t e r ;

2 4  ( 3 )  t h e  i s s u a n c e  o f  s e c u r i t i e s ,  b o n d s  o r  c o n t r a c t s  i n  a n

2 5  a m o u n t  e x c e e d i n g  $ 5 , 0 0 0 , 0 0 0 ;  o r

2 6  ( 4 )  a n  a p p l i c a t i o n  f o r  a n  a p p r o p r i a t i o n  t o  b e  u s e d  f o r

2 7  p r o v i d i n g  ar*y s e r v i c e  t h a t  i s  n o t  s e l f - s u s t a i n i n g .

2 8  ( b )  T h e  r e p o r t  u n d e r  ( a )  o f  t h i s  s e c t i o n  s h a l l  b e  i n  w r i t i n g ,

2 9  d e s c r i b e  t h e  p r o p o s e d  u n d e r t a k i n g  i n  d e t a i l ,  a n d  s p e c i f y
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1 ( 1 )  i t s  f i n a n c i a l  i m p a c t  o n  t h e  c o r p o r a t i o n ;

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

3 b y  t h e  c o r p o r a t i o n ;

4  ( 3 )  t h e  r e a s o n s  t h e  a c t i o n  i s  n e c e s s a r y  o r  d e s i r a b l e  t o

5 a c h i e v e  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

6 ( 4 )  w h e t h e r  a n d  w h e n  t h e  u n d e r t a k i n g  i s  e x p e c t e d  t o  b e

7 s e l f - s u s t a i n i n g  f i n a n c i a l l y .

8 S e c .  4 2 . 4 0 . 2 8 5 .  L E G I S L A T I V E  A P P R O V A L  R E Q U I R E D .  U n l e s s  t h e

9 l e g i s l a t u r e  a p p r o v e s  C h e  a c t i o r  b y  l a w ,  t h e  c o r p o r a t i o n  m a y  n o t

10 ( 1 )  e x c h a n g e ,  d o n a t e ,  s e l l ,  o r  o t h e r w i s e  c o n v e y  i t s  e n t i r e

1 1  i n t e r e s t  i n  l a n d ;

12 ( 2 )  i s s u e  s e c u r i t i e s ,  b o n d s ,  o r  c o n t r a c t s  i n  a n  a m o u n t

13 e x c e e d i n g  $ 5 , 0 0 0 , 0 0 0 ;

14  ( 3 )  e x t e n d  m a i n  o r  b r a n c h  l i n e s  b y  m o r e  t h a n  2 5  m i l e s  o r

15 f i v e  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 ,  w h i c h e v e r  i s

16 g r e a t e r .

17 S e c .  4 2 . 4 0 . 2 9 0 .  LONG RANGE PROGRAM AND C A P I T A L  IM P R O V E M E N T

I d P L A N S .  ( a )  T h e  c o r p o r a t i o n  s h a l l  p r e p a r e  a n d  t h e  b o a r d  s h a l l  a d o p t  a

19 l o n g  r a n g e  p r o g r a m  p l a n  a n d  a  c a p i t a l  i m p r o v e m e n t  p l a n .  T h e  b o a r d

2 0  s h a l l  c o n s u l t  w i t h  a f f e c t e d  s t a t e  a g e n c i e s  a n d  m u n i c i p a l i t i e s  i n

2 1  p r e p a r i n g  t h e  p l a n s .  T h e  l o n g  r a n g e  p r o g r a m  p l a n  s h a l l  e x p l a i n  t h e

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

2 3  t h i s  c h a p t e r  d u r i n g  e a c h  o f  t h e  f i v e  y e a r s  a f t e r  t h e  p l a n  i s  a d o p t e d .

2 4  T h e  c a p i t a l  i m p r o v e m e n t  p l a n  s h a l l  p r e s e n t  a n d  e x p l a i n  t h e  c o r p o r a -

2 5  t i o n ' s  a n t i c i p a t e d  c a p i t a l  i m p r o v e m e n t s  f o r  e a c h  o f  t h e  f i v e  y e a r s

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

27  r a i l r o a d  a n d  d e v e l o p  s a f e r ,  m o r e  c o s t - e f f e c t i v e  r a i l  o p e r a t i o n s ,

28  ! \ |  ( b )  T h e  b o a r d  s h a l l  a n n u a l l y  r e v i e w  a n d  u p d a t e  t h e  l o n g  r a n g e

2 9  p r o g r a m  a n d  c a p i t a l  i m p r o v e m e n t  p l a n s .  T h e  b o a r d  s h a l l  p r o v i d e  c o p i e s
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1 o f  t h e  u p d a t e d  p l a n s  t o  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 u r e  b y  D e c e m b e r  1

2  o f  e a c h  y e a r .

3 S e c .  4 2 . 4 0 . 3 0 0 .  U S E  O F C O R P O R A T IO N  A S S E T S .  T h e  c o r p o r a t i o n

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

5 c o r p o r a t i o n  t o w a r d  a c t i v i t i e s  a u t h o r i z e d  b y  t h i s  c h a p t e r .  T h e  c o r p o -

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

7 d i s t r i b u t i o n s  o f  a s s e t s ,  m a k e  l o a n s  t o  b o a r d  m e m b e r s  o r  e m p l o y e e s ,  o r

8 e n g a g e  i n  b u s i n e s s  f o r  p r i v a t e  b e n e f i t .  T h e  u s e  o f  m o n e y ,  p r o p e r t y ,

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

1 0  i z e d  b y  l a w  b y  a  p e r s o n  h a v i n g  t h e  p o s s e s s i o n  o r  c o n t r o l  o f  i t  i s

1 1  p r o h i b i t e d .

1 2  S e c .  4 2 . 4 0 . 3 1 0 .  I N D E M N I F I C A T I O N .  ( a )  T h e  c o r p o r a t i o n  m a y

1 3  d e f e n d  a n d  i n d e m n i f y  a  c u r r e n t  o r  f o r m e r  m e m b e r  o f  t h e  b o a r d ,  e m -

1 4  p l o y e e ,  o r  a g e n t  o f  t h e  c o r p o r a t i o n  a g a i n s t  a l l  c o s t s ,  e x p e n s e s ,  j u d g -

15 m e n t s ,  a n d  l i a b i l i t i e s ,  i n c l u d i n g  a t t o r n e y ' s  f e e s ,  i n c u r r e d  b y  o r

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

1 7  i n  w h i c h  t h e  p e r s o n  i s  i n v o l v e d  b y  a f f i l i a t i o n  w i t h  t h e  c o r p o r a t i o n ,

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

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

2 0  ( b )  T h e  c o r p o r a t i o n  m a y  p u r c h a s e  i n s u r a n c e  t o  p r o t e c t  a n d  h o l d

2 1  p e r s o n a l l y  h a r m l e s s  i t s  e m p l o y e e s ,  a g e n t s ,  a n d  b o a r d  m e m b e r s  f r o m  a n

2 2  a c t i o n ,  c l a i m ,  o r  p r o c e e d i n g  a r i s i n g  o u t  o f  t h e  p e r f o r m a n c e ,  p u r p o r t e d

2 3  p e r f o r m a n c e ,  o r  f a i l u r e  o f  p e r f o r m a n c e ,  i n  g o o d  f a i t h ,  o f  d u t i e s  f o r ,

2 4  o r  e m p l o y m e n t  w i t h ,  t h e  c o r p o r a t i o n  a n d  t o  h o l d  t  iem h a r m l e s s  f r o m

2 5  e x p e n s e s  c o n n e c t e d  w i t h  t h e  d e f e n s e ,  s e t t l e m e n t ,  o r  m o n e t a r y  j u d g m e n t s

2 6  f r o m  t h a t  a c t i o n ,  c l a i m ,  o r  p r o c e e d i n g .  T h e  p u r c h a s e  o f  i n s u r a n c e  i s

2 7  d i s c r e t i o n a r y  w i t h  t h e  b o a r d  a n d  i n s u r a n c e  i s  n o t  c o n s i d e r e d  t o  b e

2 8  c o m p e n s a t i o n  t o  t h e  i n s u r e d  p e r s o n .

2 9  A R T I C L E  5 .  C O R P O R A T IO N  P R O P E R T Y .
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1 S e c .  4 2 . 4 0 . 3 5 0 .  L A N D .  ( a )  T h e  c o r p o r a t i o n  s h a l l  t a k ; .  t i t l e  i n

2 i t s  o w n  n a m e  t o  a l l  l a n d  t r a n s f e r r e d  u n d e r  4 5  U . S . C .  1 2 0 1  -  1 2 1 4

2 ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .  A l l  l a n d  t h a t  i s  t r a n s f e r r e d

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

5 ( 1 )  r a i l r o a d  r i g h t s - o f - w a y  a r e  r a i l r o a d  u t i l i t y  c o r r i d o r s ;

6 ( 2 )  l a n d  o u t s i d e  t h e  r a i l r o a d  u t i l i t y  c o r r i d o r s  i s  r a i l

7 l a n d .

8 ( b )  A  r a i l r o a d  u t i l i t y  c o r r i d o r  s h a l l  b e  o f  a  w i d t h  a t  l e a s t  1 0 0

9 f e e t  o n  b o t h  s i d e s  o f  t h e  c e n t e r l i n e  o f  t h e  e x t e n d e d  m a i n  o ."  b r a n c h

1 0  l i n e ,  u n l e s s  t h e  c o r p o r a t i o n  d o e s  n o t  o w n  o r  c o n t r o l  s u f f i c i e n t  l a n d

1 1  f o r  a  c o r r i d o r  o f  t h a t  w i d t h .  A  r a i l r o a d  u t i l i t y  c o r r i d o r  m a y  b e

1 2  s u r v e y e d  b y  t h e  m e t e s  a n d  b o u n d s  m e t h o d .  T h e  c o r p o r a t i o n  m a y  n o t

1 3  c o n v e y  i t s  e n t i r e  i n t e r e s t  i n  l a n d  w i t h i n  a  r a i l r o a d  u t i l i t y  c o r r i d o r

1 4  e x c e p t  a s  p r o v i d e d  i n  AS 4 2 . 4 0 . 2 8 5 ,  4 2 . 4 0 . 3 7 0 ( d ) ,  a n d  4 2 . 4 0 . 4 0 0 .  T h e

15 c o r p o r a t i o n  m a y  l e a s e ,  g r a n t  e a s e m e n t s  o r  p e r m i t s ,  o r  o t h e r w i s e  a u t h o -

16 r i z e  u s e  o f  p o r t i o n s  o f  a  u t i l i t y  c o r r i d o r  f a r  t r a n s p o r t a t i o n ,  c o m m u -

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

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

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

2 0  c o r r i d o r .

2 1  ( c )  T h e  c o r p o r a t i o n  m a y  l e a s e ,  g r a n t  e a s e m e n t s  o r  p e r m i t s ,  o r

2 2  o t h e r w i s e  a u t h o r i z e  u s e  o f  p o r t i o n s  o f  r a i l  l a n d .  H o w e v e r ,  t h e  c o r p o -

2 3  r a t i o n  m a y  n o t  c o n v e y  i t s  e n t i r e  i n t e r e s t  i n  r a i ?  l a n d  e x c e p t  a s

2 4  p r o v i d e d  i n  AS 4 2 . 4 0 . 2 8 5 ,  4 2 . 4 0 . 3 7 0 ( d ) ,  a n d  4 2 . 4 0 . 4 0 0 .

2 5  ( d )  A  l e a s e  b y  t h e  c o r p o r a t i o n  t o  a  p a r t y  o t h e r  t h a n  t h e  s t a t e

2 6  s h a l l  b e  m a d e  a t  f a i r  m a r k e t  v a l u e  a s  d e t e r m i n e d  b y  a p p r a i s a l  b y  a

2 7  q u a l i f i e d  a p p r a i s e r  o r  b y  c o m p e t i t i v e  b i d .

2 8  S e c .  4 2 . 4 0 . 3 6 0 .  R E Q U E S T  FO R  L A N D .  ( a )  T h e  b o a r d  m a y  n o m i n a t e

2 9  f e d e r a l  l a n d  i t  d e t e r m i n e s  m a y  b e  u s e f u l  f o r  r a i l r o a d  p u r p o s e s  a n d
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1 r e q u e s t  t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s  t o  s e l e c t  t h e  l a n d  f o r

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

3 ( b )  T h e  b o a r d  m a y  i d e n t i f y  a n d  r e q u e s t  t h e  c o m m i s s i o n e r  o f

4  i ' . a t u r a l  r e s o u r c e s  t o  c o n v e y  l a n d  n e c e s s a r y  o r  u s e f u l  f o r  p f e s e n t  o r

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

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

7 t h e  c o r p o r a t i o n .  T h e  r e q u e s t  m u s t  i n c l u d e  a  s t a t e m e n t  o f  a n d  j u s t i -

8 f i c a t i o n  f o r  t h e  p r e s e n t  o r  f u t u r e  r a i l r o a d  u s e .  U p o n  r e c e i p t  o f  a

9 r e q u e s t ,  t h e  c o m m i s s i o n e r *  s h a l l  t e m p o r a r i l y  r e s e r v e  t h e  l a n d  i d e n -

1 0  t i f i e d  i n  t h e  r e q u e s t  f o r  r a i l r o a d  p u r p o s e s  a n d  d e f e r  d i s p o s a l  o r

1 1  l e a s e  o f  t h a t  l a n d  u n d e r  o t h e r  l a w s  t o  a  p a r t y  o t h e r  t h a n  t h e  c o r p o -

1 2  r a t i o n .  T h e  t e m p o r a r y  r e s e r v a t i o n  o f  l a n d  i s  s u b j e c t  t o  v a l i d  e x i s t -

1 3  i n g  r i g h t s  a n d  r e m a i n s  i n  e f f e c t  f o r  1 8 0  d a y s .

1 4  S e c .  4 2 . 4 0 . 3 7 0 .  CO NVE YANCE O F S T A T E  L A N D .  ( a )  W i t h i n  9 0  d a y s

15  a f t e r  r e c e i v i n g  a  r e q u e s t  u n d e r  A S  4 2 . 4 0 . 3 6 0 ( b )  t h e  c o m m i s s i o n e r  o f

16  n a t u r a l  r e s o u r c e s  s h a l l  b y  w r i t t e n  d e c i s i o n

17 ( 1 )  d e s i g n a t e  t h e  i d e n t i f i e d  l a n d  f o r  r a i l r o a d  p u r p o s e s

18 a n d ,  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 ,  c o n v e y  t h e  s t a t e ' s  i n t e r e s t s  i n

1 9  t h e  l a n d  t o  t h e  c o r p o r a t i o n ;

2 0  ( 2 )  n o t i f y  t h e  c o r p o r a t i o n  o f  r e a s o n s  f o r  r e f u s a l  t o  d e s i g -

2 1  n a t e  t h e  i d e n t i f i e d  l a n d  f o r  r a i l r o a d  p u r p o s e s ;  o r

2 2  ( 3 )  a p p r o v e  i n  p a r t  a n d  d e n y  i n  p a r t  t h e  r e q u e s t  f o r  d e s i g -

2 3  n a t i o n  o f  t h e  i d e n t i f i e d  l a n d  a n d  c o n v e y  a s  a p p r o p r i a t e .

2 4  ( b )  A  c o n v e y a n c e  o f  l a n d  u n d e r  t h i s  s e c t i o n  m a y  b e  f o r  l e s s  t h a n

2 5  f a i r  m a r k e t  v a l u e  a s  d e t e r m i n e d  b y  t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e -

2 6  s o u r c e s .

2 7  ( c )  I n  t h e  a b s e n c e  o f  a  r e s e r v a t i o n  t o  t h e  c o n t r a r y ,  a  c o n v e y -

2 8  a n c e  o f  l a n d  u n d e r  t h i s  s e c t i o n  v e s t s  i n  t h e  c o r p o r a t i o n  o w n e r s h i p ,

2 9  c o n t r o l  o f  t h e  s u r f a c e ,  m a t e r i a l ,  a n d  m i n e r a l  e s t a t e ,  i n c l u d i n g  t h e
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1 r i g h t  t o  e x t r a c t  o r  u s e  t i m b e r  a n d  o t h e r  c o n s t r u c t i o n  m a t e r i a l s ,  s a n d ,

2 g r a v e l ,  r o c k ,  a n d  t h e  r i g h t  t o  t u n n e l ,  d i t c h ,  r e c o n t o u r ,  e x c a v a t e ,  o r

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

4  c o m m u n i c a t i o n  s e r v i c e s .

5 ( d )  T h e  c o r p o r a t i o n  m a y  r e c o n v e y  t o  t h e  s t a t e  l a n d  r e c e i v e d

6 u n d e r  t h i s  s e c t i o n ,  u n d e r  4 5  U . S . C .  1 2 0 1  -  1 2 1 4  ( A l a s k a  R a i l r o a d

7 T r a n s f e r  A c t  o f  1 9 8 2 ) ,  b y  e m i n e n t  d o m a i n ,  o r  o t h e r w i s e  t h a t  t h e  c o r p o -

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

9 u n n e c e s s a r y  o r  u n s u i t a b l e  f o r  t h e  c o r p o r a t i o n ' s  p u r p o s e s .

10 S e c .  4 2 . 4 0 . 3 8 0 .  U S E  O F  S T A T E  L A N D .  W h e n  e m e r g e n c y  c o n d i t i o n s

1 1  r e q u i r e  t h a t  t r a c k  o r  o t h e r  r i g h t - o f - w a y  f i x t u r e s  o f  t h e  c o r p o r a t i o n

12  b e  m o v e d  f r o m  t h e  e x i s t i n g  l o c a t i o n  a n d  r e l o c a t e d  o n  s t a t e  l a n d  a d j a -

1 3  c e n t  t o  o r  i n  t h e  v i c i n i t y  o f  t h e  e x i s t i n g  r i g h t - o f - w a y  a n d  t h e  c h i e f

1 4  e x e c u t i v e  o f f i c e r  d e t e r m i n e s  t h a t  r e l o c a t i o n  i s  n e c e s s a r y  t o  m a i n t a i n

15 s a f e  a n d  a d e q u a t e  r a i l  o p e r a t i o n s ,  t h e  c o i ’p o r a t i o n  m ^ y  e i f e c t  t h e

16 r e l o c a t i o n  w i t h  t h e  c o n c u r r e n c e  o f  t h e  D e p a r t m e n t  o f  N a t u r a l  R e -

17 s o u r c e s .  T h e  r e l o c a t i o n  m u s t  a f f e c t  o n l y  t h e  a m o u n t  o f  s t a t e  l a n d

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

19 n o r m a l  l e v e l .

2 0  S e c .  4 2 . 4 0 . 3 9 0 .  E M I N E N T  D O M A IN .  ( a )  T h e  c o r p o r a t i o n  m a y  e x e r -

2 1  c i s e  t h e  p o w e r  o f  e m i n e n t  d o m a i n  u n d e r  AS 0 9 . 5 5 . 2 4 0  -  0 9 . 5 5 . 4 6 0  t o

2 2  a c q u i r e  l a n d  f o r  r a i l r o a d  p u r p o s e s  c o n s i s t e n t  w i t h  t h i s  c h a p t e r .

2 3  N o t w i t h s t a n d i n g  A S  0 9 . 5 5 . 2 5 0 ,  t h e  c o r p o r a t i o n  m a y  a c q u i r e  a  f e e  s i m p l e

2 4  t i t l e  w h e n e v e r ,  i n  t h e  j u d g m e n t  o f  t h e  b o a r d ,  o w n e r s h i p  o f  a  f e e

2 5  s i m p l e  t i t l e  i s  n e c e s s a r y  t o  c a r r y  o u t  t h e  p u r p o s e s  o f  t h i s  c h a p t e r .

2 6  ( b )  T h e  c o r p o r a t i o n  m a y  f i l e  a  d e c l a r a t i o n  o f  t a k i n g  i n  t h e

2 7  m a n n e r  p r o v i d e d  f o r  t h e  s t a t e  u n d e r  A S  0 9 . 5 5 . 4 2 0 .

2 8  ( c )  T h e  p o w e r  o f  e m i n e n t  d o m a i n  c o n f e r r e d  u n d e r  t h i s  s e c t i o n

2 9  i n c l u d e s  t h e  p o w e r  t o  o b t a i n  c l a y ,  g r a v e l ,  s a n d ,  t i m b e r ,  r o c k ,  o r
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1 o t h e r  m a t e r i a l  f o r  t h e  o p e r a t i o n  o f  t h e  r a i l r o a d ,  t h e  l a n d  n e c e s s a r y

2  t o  o b t a i n  t h e  m a t e r i a l ,  a n d . a c c e s s  t o  t h e  l a n d  a n d  m a t e r i a l .

3 S e c .  4 2 . 4 0 . 4 0 0 .  V A C A T I O N  O F E A S E M E N T S .  T h e  c o r p o r a t i o n  m a y

4  v a c a t e  a n  e a s e m e n t  a c q u i r e d  u n d e r  4 5  U . S . C .  1 2 0 1  -  1 2 1 4  ( A l a s k a  R a i l -

5 r o a d  T r a n s f e r  A c t  o f  1 9 1 2 )  b y  e x e c u t i n g  a n d  f i l i n g  a  d e e d  i n  t h e

6 a p p r o p r i a t e  r e c o r d i n g  d i s t r i c t .  U p o n  f i l i n g  t h e  d e e d  t h e  s t a t e  s h a l l

7 a c q u i r e  t h e  e a s e m e n t  f o r  u s e  i n  c o n f o r m i t y  w i t h  4 5  U . S . C .  1 2 0 1  -  1 2 1 4 .

8 S e c .  4 2 . 4 0 . 4 1 0 .  F E D E R A L  L A N D .  T h e  c o r p o r a t i o n  m a y  s u b m i t  a p p l i -

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

1 0  a c q u i s i t i o n  o f  f e d e r a l  l a n d  t h a t  w i l l  e n h a n c e  t h e  o p e r a t i o n s  o f  t h e

1 1  c o r p o r a t i o n  i f  i t  i s  a v a i l a b l e  u n d e r  a  f e d e r a l  l a w  o t h e r  t h a n  t h e

1 2  A l a s k a  S t a t e h o o d  A c t  o f  1 9 5 8  ( P . L .  8 5 - 5 0 8 ,  7 2  S t a t .  3 3 9 ) .  T h e  c o r p o -

13  r a t i o n  m a y  r e c e i v e  i n  i t s  o w n  n a m e  c o n v e y a n c e s  o f  a l l  i n t e r e s t s  i n

1 4  f e d e r a l  l a n d .

15 S e c .  4 2 . 4 0 . 4 2 0 .  M U N I C I P A L  U S E  O F  L A N D .  U p o n  r e q u e s t  o f  a  m u n i c -

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

17 c o r r i d o r  o r  r a i l  l a n d  f o r  a  p e d e s t r i a n  w a l k w a y  o r  t r a i l .  B e f o r e

18 a u t h o r i z i n g  a  u s e  u n d e r  t h i s  s e c t i o n  t h e  b o a r d  s h a l l  r e q u i r e  t h e

19 m u n i c i p a l i t y  t o  e x e c u t e  a n  a g r e e m e n t  i n  a  f o r m  a p p r o v e d  b y  t h e  b o a r d

2 0  t o

2 1  ( 1 )  h o l d  t h e  c o r p o r a t i o n  h a r m l e s s  f r o m  a n d  i n d e m n i f y  t h e

2 2  c o r p o r a t i o n  f o r  l i a b i l i t y  a n d  c l a i m s  a r i s i n g  f r o m  a n y  u s e  a u t h o r i z e d

2 3  u n d e r  t h i s  s e c t i o n  i n c l u d i n g

2 4  ( A )  d e f e n d i n g  t h e  c o r p o r a t i o n  i n  a  c a u s e  o f  a c t i o n

2 5  b r o u g h t  a g a i n s t  t h e  c o r p o r a t i o n  a s  a  r e s u l t  o f  t h e  u s e ;  a n d

2 6  ( B )  i n d e m n i f y i n g  t h e  c o r p o r a t i o n  f o r  t h e  a m o u n t  o f  a

2 7  j u d g m e n t ,  i n c l u d i n g  p r e j u d g m e n t  a n d  p o s t j u d g m e n t  i n t e r e s t ,  r e n -

2 8  d e r e d  a g a i n s t  t h e  c o r p o r a t i o n  o r  f o r  t h e  a m o u n t  o f  a  s e t t l e m e n t

2 9  e n t e r e d  i n t o  b y  t h e  c o r p o r a t i o n ,  a n d  f o r  a l l  c o s t s  a n d  a t t o r n e y ' s
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1 f e e s  i n c u r r e d  b y  t h e  c o r p o r a t i o n  i n  s e t t l i n g  o r  d e f e n d i n g  t h e

2  c l a i m ;  a n d

3 ( 2 )  s t o p  t h e  u s e  u p o n  r e q u e s t  o f  t h e  c o r p o r a t i o n  i f  t h e  u s e

4  i n t e r f e r e s  w i t h  e x p a n s i o n  o r  r e p l a c 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 ,

5 c r e a t e s  a  s a f e t y  h a z a r d ,  o r  i n t e r f e r e s  w i t h  r a i l r o a d  o p e r a t i o n s .

6 S e c .  4 2 . 4 0 . 4 3 0 .  A C Q U I S I T I O N  OF GOVERNMENT P R O P E R T Y .  T h e  c o r p o r -

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

8 f r o m  t h e  U n i t e d  S t a t e s  u n d e r  5 0  A p p  U . S . C .  1 6 2 2  -  1 6 2 2 c  ( S u r p l u s

9 P r o p e r t y  A c t  o f  1 9 4 4 ) ,  4 0  U . S . C .  4 7 1  e t  s e q .  ( F e d e r a l  P r o p e r t y  a n d

1 0  A d m i n i s t r a t i v e  S e r v i c e s  A c t  o f  1 9 4 9 ) ,  o r  o t h e r  l a w ,  p r o p e r t y  u n d e r  t h e

1 1  c o n t r o l  o f  a  f e d e r a l  d e p a r t m e n t  o r  a g e n c y  t h a t  i s  u s e f u l  f o r  t h e

1 2  c o r p o r a t i o n ' s  p u r p o s e s .  T h e  c o r p o r a t i o n  m a y  a c q u i r e  f r o m  t h e  D e p a r t -

1 3  m e n t  o f  A d m i n i s t r a t i o n  p r o p e r t y  o f  t h e  s t a t e  m a d e  a v a i l a b l e  u n d e r

1 4  A S  4 4 . 7 1 . 0 1 0  -  4 4 . 7 1 . 0 4 0 .

15 S e c .  4 2 . 4 0 . 4 3 5 .  E X C H A N G E  O F L A N D .  T h e  c o r p o r a t i o n  m a y  e x c h a n g e

1 6  l a n d  s u b j e c t  t o  AS 4 2 . 4 0 . 2 8 5 .  T h e  c o r p o r a t i o n  i s  a n  i n s t r u m e n t a l i t y

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

18  U n i t e d  S t a t e s ,  m u n i c i p a l i t i e s ,  c o r p o r a t i o n s  i n c l u d i n g  c o r p o r a t i o n s

19 f o r m e d  u n d e r  4 3  U . S . C .  1 6 0 1  -  1 6 2 8  ( A l a s k a  N a t i v e  C l a i m s  S e t t l e m e n t

2 0  A c t ) ,  a n d  i n d i v i d u a l s .

2 1  S e c .  4 2 . 4 0 . 4 4 0 .  U S E  O F  P E S T I C I D E S  AND H E R B I C I D E S .  V e g e t a t i o n

2 2  c o n t r o l  i n v o l v i n g  t h e  u s e  o f  p e s t i c i d e s  o r  h e r b i c i d e s  o n  l a n d  o w n e d  o r

2 3  m a n a g e d  b y  t h e  c o r p o r a t i o n  m a y  b e  c o n d u c t e d  o n l y  i n  c o m p l i a n c e  w i t h

2 4  s t a t e  r e q u i r e m e n t s  a p p l i c a b l e  t o  o t h e r  s t a t e  p e s t i c i d e  o r  h e r b i c i d e

2 5  u s e .

2 6  S e c .  4 2 . 4 0 . 4 5 0 .  A D V E R S E  P O S S E S S I O N .  No p r e s c r i p t i o n  o r  s t a t u t e

2 7  o f  l i m i t a t i o n s  r u n s  a g a i n s t  t h e  t i t l e  o r  i n t e r e s t  o f  t h e  c o r p o r a t i o n

2 8  t o  o r  i n  l a n d  o w n e d  b y  t h e  c o r p o r a t i o n  o r  u n d e r  i t s  j u r i s d i c t i o n .

2 9  T i t l e  t o  o r  i n t e r e s t  i n  l a n d  o w n e d  b y  t h e  c o r p o r a t i o n  o r  u n d e r  i t s
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1 j u r i s d i c t i o n  ir.ay n o t  b e  a c q u i r e d  b y  a d v e r s e  p o s s e s s i o n  o r  p r e s c r i p -

2 t i o n ,  o r  i n  a n y  o t h e r  m a n n e r  e x c e p t  b y  c o n v e y a n c e  f r o m  o r  f o r m a l

3 v a c a t i o n  b y  t h - 1; c o r p o r a t i o n .

4  A R T I C L E  6 .  F I N A N C I A L  P R O V I S I O N S .

5 S e c .  4 2 . 4 0 . 5 0 0 .  L I M I T A T I O N  OF L I A B I L I T Y .  A  l i a b i l i t y  i n c u r r e d

6 b y  t h e  c o r p o r a t i o n  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 r o m  t h e  a s s e t s  o r

7 r e v e n u e  o f  t h e  c o r p o r a t i o n  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  h a s  a  r i g h t

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

9 i t y  o f  t h e  c o r p o r a t i o n .

1 0  S e c .  4 2 . 4 0 . 5 1 0 .  F I D E L I T Y  B O N D . T h e  c o r p o r a t i o n  s h a l l  o b t a i n  a

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

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

13 f i n a n c e s .  A  b o n d  m u s t  b e  i n  e f f e c t  d u r i n g  t h e  e n t i r e  t e n u r e  i n  o f f i c e

14 o f  t h e  b o n d e d  p e r s o n .

1 5  S e c .  4 2 . 4 0 . 5 2 0 .  I N S U R A N C E .  E x c e p t  a s  p r o v i d e d  i n  A S  4 2 . 4 0 . -

1 6  3 1 0 ( b ) ,  t h e  c o r p o r a t i o n  s h a l l  p r o t e c t  i t s  a s s e t s ,  s e r v i c e s ,  a n d  e m -

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

18 a n c e  r e t e n t i o n s .  T h e  c o r p o r a t i o n  s h a l l  a l s o  m a i n t a i n  c a s u a l t y ,  p r o p -

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

2 0  l i a b i l i t y ,  a n d  o t h e r  i n s u r a n c e  i n  i’ r ' . o u n t s  r e a s o n a b l y  c a l c u l a t e d  t o

2 1  c o v e r  p o t e n t i a l  c l a i m s  a g a i n s t  t h e  c o r p o r a t i o n  o r  s t a t e  f o r  b o d i l y

2 2  i n j u r y ,  d e a t h  o r  d i s a b i l i t y ,  a n d  p r o p e r t y  d a m a g e  t h a t  m a y  a r i s e  f r o m

2 3  o r  b e  r e l a t e d  t o  c o r p o r a t i o n  o p e r a t i o n s  a n d  a c t i v i t i e s .

2 4  S e c .  4 2 . 4 0 . 5 3 0 .  R E V E N U E .  R e v e n u e  g e n e r a t e d  b y  o r  a p p r o p r i a t e d

2 5  t o  t h e  c o r p o r a t i o n  s h a l l  b e  r e t a i n e d  a n d  m a n a g e d  b y  t h e  c o r p o r a t i o n

2 6  f o r  r a i l r o a d  a n d  r e l a t e d  p u r p o s e s  i n  a c c o r d a n c e  w i t h  4 5  U . S . C .  1 2 0 7 -

2 7  ( a ) ( 5 )  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .

2 8  S e c .  4 2 . 4 0 . 5 4 0 .  A P P R O P R I A T I O N S .  T h e  c o r p o r a t i o n  m a y  r e q u e s t  a

2 9  d i r e c t  a p p r o p r i a t i o n  o r  g r a n t  f r o m  t h e  l e g i s l a t u r e  t o  a s s i s t  i n
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c a r r y i n g  o u t  t h e  p r o v i r i o n s  o f  t h i s  c h a p t e r .

A R T I C L E  7 .  B O N D S .

S e c .  4 2 . 4 0 . 6 0 0 .  G E N E R A L  P R O V I S I O N S .  ( a )  T h e  c o r p o r a t i o n  b y  

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

( b )  B o n d s  m a y  b e  i u s u e d  i n  o n e  o r  m o r e  s e r i e s  a n d  s h a l l ,  a s  

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

( 1 )  b e  d a t e d ;

( 2 )  b e a r  f i x e d  o r  v a r i a b l e  i n t e r e s t  a t  a  r e q u i r e d  r a t e  o r  

r a t e s  p e r  y e a r  o r  w i t h i n  a m a x im u m  r a t e ;

( 3 )  b e  i n  a  r e q u i r e d  d e n o m i n a t i o n  o r  d e n o m i n a t i o n s ;

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

( 5 )  c a r r y  c o n v e r s i o n  o r  r e g i s t r a t i o n  p r o v i s i o n s ;

( 6 )  h a v e  a  r e q u i r e d  r a n k  o r  p r i o r i t y ;

( 7 )  b e  e x e c u t e d  i n  t h e  r e q u i r e d  m a n n e r  a n d  f o r m ;

( 8 )  b e  p a y a b l e  r.s r e q u i r e d  f r o m  t h e  s o u r c e s ,  i n  t h e  m e d i u m  

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

( 9 )  b e  s u b j e c t  t o  a u t h e n t i c a t i o n  b y  a  t r u s t e e  o r  f i s c a l

a g e n t ; a n d

( 1 0 )  b e  s u b j e c t  t o  t e r m s  o f  r e d e m p t i o n  w i t h  o r  w i t h o u t

p r e m i u m .

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

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

e x c e e d i n g  5 0  y e a r s  f r o m  t h e i r  d a t e ,  d e t e r m i n e d  b y  t h e  b o a r d ,  b u t  n o t e s  

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

S e c .  4 2 . 4 0 . 6 1 0 .  N E G O T I A B L E  I N S T R U M E N T S . B o n d s  i s s u e d  u n d e r  t h i s  

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

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

v i s i o n s  f o r  r e g i s t r a t i o n .

S e c .  4 2 . 4 0 . 6 2 0 .  BONDS E L I G I B L E  F O R  I N V E S T M E N T .  B o n d s  i s s u e d
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1 u n d e r  t h i s  c h a p t e r  a r e  s e c u r i t i e s  i n  w h i c h  a l l  p u b l i c  o f f i c e r s  a n d

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

3 a n c e  c o m p a n i e s ,  t r u s t  c o m p a n i e s ,  b a n k i n g  a s s o c i a t i o n s ,  i n v e s t m e n t

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

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

6 c o n t r o l  o r  b e l o n g i n g  t o  t h e m .  T h e s e  b o n d s  m a y  b e  d e p o s i t e d  w i t h  a

7 s t a t e  o r  m u n f . c i o a l  o f f i c e r  o f  a n  a g e n c y  o r  p o l i t i c a l  s u b d i v i s i o n  o f

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

9 i s  a u t h o r i z e d  b y  l a w .

10 S e c .  4 2 . 4 0 . 6 3 0 .  P A Y M E N T  OF B O N D S. T h e  p r i n c i p a l  a n d  i n t e r e s t  o n

1 1  b o n d s  o f  t h e  c o r p o r a t i o n  i s  p a y a b l e  f r o m  c o r p o r a t i o n  m o n e y  o r  a s s e t s .

12 B o n d s  m a y  b e  a d d i t i o n a l l y  s e c u r e d  b y  a  p l e d g e  o f  a  g r a n t  o r  c o n t r i b u -

13 t i o n  f r o m  t h e  f e d e r a l ,  s t a t e ,  o r  m u n i c i p a l  g o v e r n m e n t  o r  a  c o r p o r a -

1 4  t i o n ,  a s s o c i a t i o n ,  i n s t i t u t i o n  o r  p e r s o n ,  o r  a  p l e d g e  o f  m o n e y ,  i n -

15 c o m e ,  o r  r e v e n u e  o f  t h e  c o r p o r a t i o n  f r o m  a n y  s o u r c e .

16 S e c .  4 2 . 4 0 . 6 4 0 .  S E C U R I T Y  F O R  B O N D S. I n  t h e  d i s c r e t i o n  o f  t h e

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

18 m a y  b e  a  t r u s t  c o m p a n y ,  b a n k  o r  n a t i o n a l  b a n k i n g  a s s o c i a t i o n ,  w i t h

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

2 0  s e c u r e d  l o a n  a g r e e m e n t  o r  o t h e r  i n s t r u m e n t  o r  u n d e r  r e s o l u t i o n  g i v i n g

2 1  p o w e r s  t o  a  c o r p o r a t e  t r u s t e e  b y  m e a n s  o f  w h i c h  t h e  c o r p o r a t i o n  m a y

2 2  ( I )  m a k e  a n d  e n t e r  i n t o  a n y  a n d  a l l  t h e  c o v e n a n t s  a n d

2 3  a g r e e m e n t s  w i t h  t h e  t r u s t e e s  o r  t h e  h o l d e r s  o f  t h e  b o n d s  t h a t  t h e

2 4  c o r p o r a t i o n  m a y  d e t e r m i n e  t o  b e  n e c e s s a r y  o r  d e s i r a b l e ,  i n c l u d i n g

2 5  c o v e n a n t s ,  p r o v i s i o n s ,  l i m i t a t i o n s  a n d  a g r e e m e n t s  '  t o

26  ( A )  t h e  a p p l i c a t i o n ,  i n v e s t m e n t ,  d e p o s i t ,  u s e  a n d

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

2 8  m o n e y  o r  o t h e r  p r o p e r t y  o f  t h e  c o r p o r a t i o n  o r  i n  w h i c h  i t  h a s  a n

2 9  i n t e r e s t ;
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( B )  t h e  f i x i n g  a n d  c o l l e c t i o n  o f  r e n t a l s ,  c h a r g e s ,  

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

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

c o r p o r a t i o n ' s  p r o p e r t y ;

( C )  t h e  f i x i n g  a n d  c o l l e c t i o n  o f  t a r i f f s ,  f e e s ,  

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

A l a s k a  R a i l r o a d  b y  p a s s e n g e r s ,  a n d  o t h e r  u s e r s  a n d  f r e i g h t ;

( D )  t h e  t e r m s  a n d  c o n d i t i o n s  u p o n  w h i c h  a d d i t i o n a l  

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

( E )  t h e  v e s t i n g  i n  t h e  t r u s t e e  o f  r i g h t s  a n d  r e m e d i e s  

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

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

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

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

( 2 )  p l e d g e ,  m o r t g a g e ,  o r  a s s i g n  m o n e y ,  l e a s e s ,  a g r e e m e n t s ,  

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

b e  r e c e i v e d  i n  t h e  f u t u r e ,  o r  b o t h ;  a n d

( 3 )  p r o v i d e  f o r  a n y  o t h e r  m a t t e r s  o f  l i k e  o r  d i f f e r e n t

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

b o n d s .

S e c .  4 2 . 4 0 . 6 5 0 .  IN 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 .  I n  n e g o t i a t i n g  

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

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

S e c .  4 2 . 4 0 . 6 6 0 .  V A L I D I T Y  OF S I G N A T U R E S .  I f  a n  o f f i c e r  o f  t h e

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

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

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

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

S e c .  4 2 . 4 0 . 6 7 0 .  V A L I D I T Y  OF P L E D G E .  ( a )  T h e  p l e d g e  o f  a s s e t s
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o r  r e v e n u e  o f  t h e  c o r p o r a t i o n  t o  t h e  p a y m e n t  o f  t h e  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 f  t h e  c o r p o r a t i o n  i s  v a l i d  a n d  b i n d i n g  f r o m  t h e  

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

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

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

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

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

( b )  N o t h i n g  i n  t h i s  s e c t i o n  p r o h i b i t s  t h e  c o r p o r a t i o n  f r o m  

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

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

a n c e  o f  t h e  b o n d s .

S e c .  4 2 . 4 0 . 6 7 5 .  P L E D G E  OF T H E  S T A T E .  T h e  s t a t e  p l e d g e s  t o  a n d  

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

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

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

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

c o n t r a c t  m^.de b y  t h e  c o r p o r a t i o n  w i t h  t h e  h o l d e r s  o r  f e d e r a l  a g e n c y ,  

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

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

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

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

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

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

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

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

a g e n c y .

S e c .  4 2 . 4 0 . 6 8 0 .  R E M E D I E S .  A  h o l d e r  o f  b o n d s  i s s u e d  u n d e r  t h i s  

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

2 e q u i t y ,  m a y

3 ( 1 )  e n f o r c e  a l l  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 ,  t h e

4  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 r  a n y  o t h e r  c o n t r a c t  e x e c u t e d  b y  t h e

5 c o r p o r a t i o n  u n d e r  t h i s  c h a p t e r ;  a n d

6 ( 2 )  c o m p e l  t h e  p e r f o r m a n c e  o f  a l l  d u t i e s  o f  t h e  c o r p o r a t i o n

7 r e q u i r e d  b y  t h i s  c h a p t e r  o r  b y  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 .

8 S e c .  4 2 . 4 0 . 6 9 0 .  C R E D I T  O F S T A T E  NOT P L E D G E D .  ( a )  T h e  s t a t e  a n d

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

1 0  r a t i o n .  B o n d s  i s s u e d  u n d e r  t h i s  c h a p t e r  a r e  p a y a b l e  s o l e l y  f r o m  t h e

1 1  r e v e n u e  o r  a s s e t s  o f  t h e  c o r p o r a t i o n  a n d  d o  n o t  c o n s t i t u t e  a

12  ( 1 )  d e b t ,  l i a b i l i t y ,  o r  o b l i g a t i o n  o f  t h e  s t a t e  o r  o f  a

1 3  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 ;  o r

14 ( 2 )  p l e d g e  o f  t h e  f a i t h  a n d  c r e d i t  o f  t h e  s t a t e  o r  o f  a

15 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 .

16 ( b )  T h e  c o r p o r a t i o n  m a y  n o t  p l e d g e  t h e  c r e d i t  o r  t h e  t a x i n g

17 p o w e r  o f  t h e  s t a t e  o r  i t s  p o l i t i c a l  s u b d i v i s i o n s .  E a c h  b o n d  i s s u e d

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

19 ( 1 )  t h e  c o r p o r a t i o n  i s  n o t  o b l i g a t e d  t o  p a y  i t  o r  t h e

2 0  i n t e r e s t  o n  i t  e x c e p t  f r o m  t h e  r e v e n u e  o r  a s s e t s  p l e d g e d  f o r  i t ;  a n d

2 1  ( 2 )  n e i t h e r  t h e  f a i t h  a n d  c r e d i t  n o r  t h e  t a x i n g  p o w e r  o f

2 2  t h e  s t a t e  o r  o f  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  i s  p l e d g e d  t o  t h e

2 3  p a y m e n t  o f  i t .

2 4  S e c .  4 2 . 4 0 . 7 0 0 .  L I M I T A T I O N  ON P E R S O N A L  L I A B I L I T Y .  A  b o a r d

2 5  m e m b e r  o r  e m p l o y e e  o f  t h e  c o r p o r a t i o n  i s  n o t  s u b j e c t  t o  p e r s o n a l

2 6  l i a b i l i t y  o r  a c c o u n t a b i l i t y  b e c a u s e  o f  t h e  e x e c u t i o n  o r  i s s u a n c e  o f

2 7  b o n d s .

2 8  A R T I C L E  8 .  P E R S O N N E L  AND LAB O R  R E L A T I O N S .

2 9  S e c .  4 2 . 4 0 . 7 0 5 .  P O L I T I C A L  A C T I V I T I E S .  ( a )  M o n e y ,  a s s e t s ,  o r
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p r o p e r t y  o f  t h e  c o r p o r a t i o n  m a y  n o t  b e  u s e d  f o r  p o l i t i c a l  a c t i v i t y .  

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

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

g o v e r n i n g  b o d i e s  i n  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  

c o r p o r a t i o n .

( b )  A  b o a r d  m e m b e r  o r  e m p l o y e e  w h o  v i o l a t e s  t h e  p r o v i s i o n s  o f  

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

j u d g e  t h e  s u p e r i o r  c o u r t  i n  a n  a m o u n t  n o t  t o  e x c e e d  $ 5 , 0 0 0 .  A n  

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

S e c .  4 2 . 4 0 . 7 1 0 .  C O R P O R A T IO N  E M P L O Y E E S .  E m p l o y e e s  o f  t h e  A l a s k a  

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

p r o v i s i o n s  o f  AS 3 9  d o  n o t  a p p l y  t o  e m p l o y e e s  o f  t h e  c o r p o r a t i o n .

S e c .  4 2 . 4 0 . 7 2 0 .  C O L L E C T I V E  B A R G A IN I N G  R I G H T S .  T h e  p r o v i s i o n s  o f  

A S  2 3 . 4 0 . 0 7 0  -  2 3 . 4 0 . 2 6 0  d o  n o t  a p p l y  t o  t h e  c o r p o r a t i o n  o r  t o  i t s  

e m p l o y e e s .  H o w e v e r ,  e m p l o y e e s  w h o  a r e  n o t  e x e c u t i v e  o f f i c e r s  m a y  

o r g a n i z e  a n d  f o r m ,  j o i n ,  o r  a s s i s t  a n  o r g a n i z a t i o n  t o  e n g a g e  j \  c o l ­

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

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

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

S e c .  4 2 . 4 0 . 7 3 0 .  R A I L R O A D  LA B O R  R E L A T I O N S  A G E N C Y . ( a )  T h e r e  i s  

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

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

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

g o v e r n o r .

( b )  T h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  s h a l l  c a r r y  o u t  t h e  

p r o v i s i o n s  o f  AS 4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0 .

( c )  M e m b e r s  o f  t h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  r e c e i v e  n o  

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

t r a v e l  e x p e n s e s  a u t h o r i z e d  f o r  b o a r d s  a n d  c o m m i s s i o n s .
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S e c .  4 2 . 4 0 . 7 4 0 .  C O L L E C T I V E  B A R G A I N I N G  U N I T .  T h e  r a i l r o a d  l a b o r  

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

e e s  t h e  f u l l e s t  f r e e d o m  i n  e x e r c i s i n g  t h e  r i g h t s  g u a r a n t e e d  b y  A S  4 2 . -  

4 0 . 7 1 0  - 4 2 . 4 0 . 8 9 0  t h e  u n i t  a p p r o p r i a t e  f o r  t h e  p u r p o s e s  o f  c o l l e c t i v e  

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

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

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

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

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

S e c .  4 2 . 4 0 . 7 5 0 .  R E P R E S E N T A T I V E S  A N D  E L E C T I O N S .  ( a )  T h e  r a i l ­

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

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

a g e n c y  b y

( 1 )  a n  e m p l o y e e  o r  g r o u p  o f  e m p l o y e e s  o r  a n  o r g a n i z a t i o n  

a c t i n g  i n  t h e i r  b e h a l f  a l l e g i n g  t h a t  3 0  p e r c e n t  o f  t h e  e m p l o y e e s  o J 2  a  

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

( A )  w a n t  t o  b e  r e p r e s e n t e d  f o r  c o l l e c t i v e  b a r g a i n i n g  

b y  a  l a b o r  o r  e m p l o y e e  o r g a n i z a t i o n  a s  e x c l u s i v e  r e p r e s e n t a t i v e ;  

o r

( B )  a s s e r t  t h a t  t h e  o r g a n i z a t i o n  t h a t  h a s  b e e n  c e r t i ­

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

b a r g a i n i n g  r e p r e s e n t a t i v e  i s  n o  l o n g e r  t h e  r e p r e s e n t a t i v e  o f  t h e  

m a j o r i t y  o f  e m p l o y e e s  i n  a n  a p p r o p r i a t e  u n i t ;  o r

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

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

m a j o r i t y  o f  e m p l o y e e s  i n  a n  a p p r o p r i a t e  u n i t .

( b )  I f  t h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  h a s  r e a s o n a b l e  c a u s e  

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

f o r  a  h e a r i n g  u p o n  d u e  n o t i c e .  I f  t h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y
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1 f i n d s  t h a t  t h e r e  i s  a  q u e s t i o n  o f  r e p r e s e n t a t i o n ,  i t  s h a l l  d i r e c t  a n

2 e l e c t i o n  b y  s e c r e t  b a l l o t  t o  d e t e r m i n e  w h e t h e r  o r  b y  w h i c h  o r g a n i z a -

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

4 r e s u l t s  o f  t h e  e l e c t i o n .  N o t h i n g  i n  t h i s  s u b s e c t i o n  p r o h i b i t s  t h e

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

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

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

8 p a r t i e s .

9 ( c )  T h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  s h a l l  d e t e r m i n e  w h o  i s

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

11 e s t a b l i s h  r u l e s  g o v e r n i n g  t h e  e l e c t i o n .  I n  a n  e l e c t i o n  i n  w h i c h  n o n e

1 2  o f  t h e  c h o i c e s  o n  t h e  b a l l o t  r e c e i v e s  a  m a j o r i t y  o f  t h e  v o t e s  c a s t ,  a

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

1 4  b e t w e e n  t h e  t w o  c h o i c e s  r e c e i v i n g  t h e  l a r g e s t  n u m b e r  o f  v a l i d  v o t e s

1 5  c a s t  i n  t h e  e l e c t i o n .  I f  a n  o r g a n i z a t i o n  r e c e i v e s  t h e  m a j o r i t y  o f  t h e

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

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

18 t h e  b a r g a i n i n g  u n i t .  A n  e l e c t i o n  m a y  n o t  b e  h e l d  i n  a  b a r g a i n i n g  u n i t

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

2 0  h e l d  w i t h i n  t h e  p r e c e d i n g  12  m o n t h s .

2 1  ( d )  N o t h i n g  i n  t h i s  c h a p t e r  p r o h i b i t s  r e c o g n i t i o n  o f  a n  o r g a -

2 2  n i z a t i o n  a s  t h e  e x c l u s i v e  r e p r e s e n t a t i v e  b y  t h e  c o r p o r a t i o n  b y  m u t u a l

2 3  c o n s e n t .

2 4  ( e )  A n  e l e c t i o n  m a y  n o t  b e  d i r e c t e d  b y  t h e  r a i l r o a d  l a b o r  r e l a -

2 5  t i o n s  a g e n c y  i n  a  b a r g a i n i n g  u n i t  i n  w h i c h  t h e r e  i s  i n  f o r c e  a  v a l i d

2 6  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 ,  e x c e p t  d u r i n g  a  9 0 - d a y  p e r i o d  p r e c e d -

2 7  i n g  t h e  e x p i r a t i o n  d a t e .  H o w e v e r ,  n o  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

2 8  m a y  b a r  a n  e l e c t i o n  u p o n  p e t i t i o n  o f  e m p l o y e e s  i n  t h e  b a r g a i n i n g  u n i t

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

2  w h i c h e v e r  w a s  l a t e r .

3 S e c .  4 2 . 4 0 . 7 6 0 .  U N F A I R  L A B O R  P R A C T I C E S .  ( a )  T h e  c o r p o r a t i o n  o r

4  i t s  a g e n t  m a y  n o t

5 ( 1 )  i n t e r f e r e ,  r e s t r a i n ,  o r  c o e r c e  a n  e m p l o y e e  i n  t h e

6 e x e r c i s e  o f  t h e  r i g h t s  g u a r a n t e e d  i n  A S  4 2 . 4 0 . 7 2 0 ;

7 ( 2 )  d o m i n a t e  o r  i n t e r f e r e  w i t h  t h e  f o r m a t i o n ,  e x i s t e n c e ,  o r

8 a d m i n i s t r a t i o n  o f  a n  o r g a n i z a t i o n ;

9 ( 3 )  d i s c r i m i n a t e  i n  r e g a r d  t o  h i r e  o r  t e n u r e  o f  e m p l o y m e n t

1 0  o r  a  t e r m  o r  c o n d i t i o n  o f  e m p l o y m e n t  t o  e n c o u r a g e  o r  d i s c o u r a g e  m em -

1 1  b e r s h i p  i n  a n  o r g a n i z a t i o n ;

12  ( 4 )  d i s c h a r g e  o r  d i s c r i m i n a t e  a g a i n s t  a n  e m p l o y e e  b e c a u s e

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

1 4  o r  g i v e n  t e s t i m o n y  u n d e r  AS 4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0 ;

15 ( 5 )  r e f u s e  t o  b a r g a i n  c o l l e c t i v e l y  i n  g o o d  f a i t h  w i t h  a n

16 o r g a n i z a t i o n  t h a t  i s  t h e  e x c l u s i v e  r e p r e s e n t a t i v e  o f  e m p l o y e e s  i n  a n

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

18 e x c l u s i v e  r e p r e s e n t a t i v e .

19 ( b )  N o t h i n g  i n  AS 4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0  p r o h i b i t s  t h e  c o r p o -

2 0  r a t i o n  f r o m  m a k i n g  a n  a g r e e m e n t  w i t h  a n  o r g a n i z a t i o n  t o  r e q u i r e  a s  a

2 1  c o n d i t i o n  o f  e m p l o y m e n t

2 2  ( 1 )  m e m b e r s h i p  i n  t h e  o r g a n i z a t i o n  t h a t  r e p r e s e n t s  t h e  u n i t

2 3  o n  o r  a f t e r  t h e  3 0 t h  d a y  f o l l o w i n g  t h e  b e g i n n i n g  o f  e m p l o y m e n t  o r  o n

2 4  t h e  e f f e c t i v e  d a t e  o f  t h e  a g r e e m e n t ,  w h i c h e v e r  i s  l a t e r ;  o r

2 5  ( 2 )  p a y m e n t  b y  t h e  e m p l o y e e  t o  t h e  e x c l u s i v e  b a r g a i n i n g

2 6  a g e n t  o f  a  s e r v i c e  f e e  t o  r e i m b u r s e  t h e  e x c l u s i v e  b a r g a i n i n g  a g e n c y

2 7  f o r  t h e  e x p a n s e  o f  r e p r e s e n t i n g  t h e  m e m b e r s  o f  t h e  b a r g a i n i n g  u n i t .

28  ( c )  Ar. o r g a n i z a t i o n  o r  i t s  a g e n t s  m a y  n o t

29  ( 1 )  r e s t r a i n  o r  c o e r c e
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1 ( A )  a n  e m p l o y e e  i n  t h e  e x e r c i s e  o f  t h e  r i g h t s  g u a r a n -

2 t e e d  i n  A S  4 2 . 4 0 . 7 2 0 ;  o r

3 (B) t h e  c o r p o r a t i o n  i n  t h e  s e l e c t i o n  o f  a  r e p r e s e n t a -

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

5 o f  g r i e v a n c e s ;

6 ( 2 )  r e f u s e  t o  b a r g a i n  c o l l e c t i v e l y  i n  g o o d  f a i t h  w i t h  t h e

7 c o r p o r a t i o n ,  i f  i t  h a s  b e e n  d e s i g n a t e d  i n  a c c o r d a n c e  w i t h  A S  4 2 . 4 0 . -

8 7 1 0  -  4 2 . 4 0 . 8 9 0  a s  t h e  e x c l u s i v e  r e p r e s e n t a t i v e  o f  e m p l o y e e s  i n  a n

9 a p p r o p r i a t e  u n i t .

1 0  S e c .  4 2 . 4 0 . 7 7 0 .  I N V E S T I G A T I O N  AND C O N C I L I A T I O N  O F C O M P L A I N T S .

1 1  I f  a  v e r i f i e d  w r i t t e n  c o m p l a i n t  b y  o r  f o r  a  p e r s o n  c l a i m i n g  t o  b e

12 a g g r i e v e d  b y  a  p r a c t i c e  p r o h i b i t e d  b y  A S  4 2 . 4 0 . 7 6 0  o r  a  w r i t t e n  a c c u -

13 s a t i o n  t h a t  a  p e r s o n  s u b j e c t  t o  AS 4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0  h a s  e n g a g e d

14 i n  a  p r o h i b i t e d  p r a c t i c e ,  i s  f i l e d  w i t h  t h e  r a i l r o a d  l a b o r  r e l a t i o n s

15 a g e n c y ,  i t  s h a l l  i n v e s t i g a t e  t h e  c o m p l a i n t  o r  a c c u s a t i o n .  I f  i t

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

17 e x i s t s  i n  s u p p o r t  o f  t h e  c o m p l a i n t  o r  a c c u s a t i o n ,  i t  s h a l l  t r y  t o

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

19 c o n c i l i a t i o n ,  a n d  p e r s u a s i o n .  N o t h i n g  s a i d  o r  d o n e  d u r i n g  t h i s  e n -

2 0  d e a v o r  m a y  b e  u s e d  a s  e v i d e n c e  i n  a  s u b s e q u e n t  p r o c e e d i n g .

2 1  S e c .  4 2 . 4 0 . 7 8 0 .  C O M P L A IN T  AND A C C U S A T IO N .  I f  t h e  r a i l r o a d  l a b o r

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

2 3  i a t i o n  a n d  t o  o b t a i n  v o l u n t a r y  c o m p l i a n c e  w i t h  A S  4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . -

2 4  8 9 0  o r  b e f o r e  i t  a t t e m p t s  c o n c i l i a t i o n ,  i t  m a y  s e r v e  a  c o p y  o f  t h e

2 5  c o m p l a i n t  o r  a c c u s a t i o n  u p o n  t h e  r e s p o n d e n t .  T h e  c o m p l a i n t  o r  a c c u s a -

2 6  t i o n  a n d  t h e  s u b s e q u e n t  p r o c e d u r e s  s h a l l  b e  h a n d l e d  i n  a c c o r d a n c e  w i t h

2 7  t h e  a d m i n i s t r a t i v e  a d j u d i c a t i o n  p o r t i o n  o f  t h e  A d m i n i s t r a t i v e  P r o c e -

28  d u r e  A c t  (A S  4 4 . 6 2 ) .

2 9  S e c .  4 2 . 4 0 . 7 9 0 .  ORDERS A N D  D E C I S I O N S .  i f  t h e  r a i l r o a d  l a b o r
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1 r e l a t i o n s  a g e n c y  f i n d s  t h a t  a  p e r s o n  n a m e d  i n  t h e  w r i t t e n  c o m p l a i n t  o r

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

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

4  d e c i s i o n  r e q u i r i n g  t h e  p e r s o n  t o  c e a . ; e  a n d  d e s i s t  f r o m  t h e  p r o h i b i t e d

5 p r a c t i c e  a n d  t o  t a k e  a f f i r m a t i v e  a c t i o n  t h a t  w i l l  c a r r y  o u t  t h e  p r o -

6 v i s i o n s  o f  A S  4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0 .  I f  t h e  r a i l r o a d  l a b o r  r e l a t i o n s

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

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

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

1 0  o r d e r  d i s m i s s i n g  t h e  c o m p l a i n t  o r  a c c u s a t i o n .

1 1  S e c .  4 2 . 4 0 . 8 0 0 .  E N FO R C E M E N T  B Y  I N J U N C T I O N .  T h e  r a i l r o a d  l a b o r

1 2  r e l a t i o n s  a g e n c y  m a y  a p p l y  t o  t h e  s u p e r i o r  c o u r t  i n  t h e  j u d i c i a l

13 d i s t r i c t  i n  w h i c h  t h e  p r o h i b i t e d  p r a c t i c e  o c c u r r e d  f o r  a n  o r d e r  e n -

14 j o i n i n g  t h e  p r o h i b i t e d  a c t s  s p e c i f i e d  i n  t h e  o r d e r  o r  d e c i s i o n  o f  t h e

1 5  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y .  U p o n  s h o w i n g  b y  t h e  r a i l r o a d  l a b o r

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

1 7  t h e  p r a c t i c e ,  a n  i n j u n c t i o n ,  r e r t r a i n i n g  o r d e r ,  o r  o t h e r  o r d e r  t h a t  i s

'i 8 a p p r o p r i a t e  m a y  b e  g r a n t e d  b y  t h e  c o u r t  a n d  s h a l l  b e  w i t h o u t  b o n d .

1 9  S e c .  4 2 . 4 0 . 8 1 0 .  POWER TO I N V E S T I G A T E  AND COMPEL T E S T I M O N Y .  ( a )

2 0  F o r  t h e  p u r p o s e  o f  t h e  i n v e s t i g a t i o n s ,  p r o c e e d i n g s ,  o r  h e a r i n g s  t h a t

2 1  t h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  c o n s i d e r s  n e c e s s a r y  t o  c a r r y  o u t

2 2  AS 4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0 ,  t h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  m a y

2 3  i s s u e  s u b p o e n a s  r e q u i r i n g  t h e  a t t e n d a n c e  a n d  t e s t i m o n y  o f  w i t n e s s e s

2 4  a n d  t h e  p r o d u c t i o n  o f  r e l e v a n t  e v i d e n c e .

2 5  ( b )  T h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  m a y  a d m i n i s t e r  o a t h s ,

2 6  e x a m i n e  w i t n e s s e s ,  a n d  r e c e i v e  e v i d e n c e .

2 7  ( c )  T h e  a t t e n d a n c e  o f  w i t n e s s e s  a n d  t h e  p r o d u c t i o n  o f  e v i d e n c e

2 8  m a y  b e  r e q u i r e d  f r o m  a n y  p l a c e  i n  t h e  s t a t e  a t  a n y  d e s i g n a t e d  p l a c e  o f

2 9  h e a r i n g .
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1 ( d )  I f  a  p e r s o n  r e f u s e s  t o  o b e y  a s u b p o e n a  i s s u e d  u n d e r  A S  4 2 . -

2 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0 ,  t h e  s u p e r i o r  c o u r t  i n  t h e  d i s t r i c t  i n  w h i c h  t h e

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

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

5 t h e  s u b p o e n a .

6 S ' 4 2 . 4 0 . 8 2 0 .  R E G U L A T I O N S .  T h e  r a i l r o a d  l a b o r  r e l a t i o n s

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

8 ( A S  4 4 . 6 2 )  t o  c a r r y  o u t  A S  4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0 .

9 S e c .  4 2 . 4 0 . 8 3 0 .  P E N A L T Y  FO R  V I O L A T I O N  OF ORDER OR D E C I S I O N .  A

1 0  p e r s o n  w h o  v i o l a t e s  a  p r o v i s i o n  o f  a n  o r d e r  o r  d e c i s i o n  o f  t h e  r a i l -

1 1  r o a d  l a b o r  r e l a t i o n s  a g e n c y  i s  g u i l t y  o f  a  m i s d e m e a n o r  a n d  i s  p u n i s h -

12 a b l e  b y  a  f i n e  o f  n o t  m o r e  t h a n  $ 5 0 0 .

13 S e c .  4 2 . 4 0 . 8 4 0 .  M E D I A T I O N .  ( a )  I f ,  a f t e r  a  r e a s o n a b l e  p e r i o d

14 o f  n e g o t i a t i o n  o v e r  t h e  t e r m s  o f  a  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 ,  a n

15 i m p a s s e  a s  d e t e r m i n e d  b y  t h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  e x i s t s

16 b e t w e e n  t h e  c o r p o r a t i o n  a n d  a n  o r g a n i z a t i o n ,  t h e  r a i l r o a d  l a b o r  r e -

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

18 p a r t i e s  f i o m  a  l i s t  o f  s e v e n  q u a l i f i e d  m e d i a t o r s / a r b i t r a t o r s  k n o w l -

19 e d g e a b l e  i n  r a i l w a y  l a b o r  a g r e e m e n t s  t o  a c t  a s  m e d i a t o r  i n  t h e  d i s -

2 0  p u t e .

2 1  ( b )  B e f o r e  t h e  d e t e r m i n a t i o n  o f  a n  i m p a s s i e  u n d e r  t h i s  s e c t i o n ,

2 2  t h e  p a r t i e s  m a y  a l s o  s e l e c t  a  m e d i a t o r  b y  m u t u a l  c o n s e n t .

2 3  ( c )  I t  s h a l l  b e  t h e  f u n c t i o n  o f  t h e  m e d i a t o r  t o  b r i n g  t h e

2 4  p a r t i e s  t o g e t h e r  t o  e f f e c t u a t e  a  s e t t l e m e n t  o f  t h e  d i s p u t e ,  b u t  n e i -

2 5  t h e r  t h e  m e d i a t o r  n o r  t h e  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  h a s  a n y

2 6  p o w e r  o f  c o m p u l s i o n  i n  m e d i a t i o n  p r o c e e d i n g s .

2 7  S e c .  4 2 . 4 0 . 8 5 0 .  S T R I K E & .  ( a )  F o l l o w i n g  a  d e c i s i o n  b y  t h e

2 8  m e d i a t o r  t o  e n d  t h e  m e d i a t i o n  p r o c e e d i n g s ,  e m p l o y e e s  o f  a  c o l l e c t i v e

2 9  b a r g a i n i n g  u n i t  m a y  e n g a g e  i n  a  s t r i k e  f o r  a  l i m i t e d  t i m e  i f  a
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1 m a j o r i t y  o f  t h e  e m p l o y e e s  i n  t h a t  c o l l e c t i v e  b a r g a i n i n g  u n i t  v o t e  b y

2  s e c r e t  b a l l o t  t o  d o  s o .  T h e  l i m i t  o f  t h e  s t r i k e  i s  d e t e r m i n e d  b y  t h e

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

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

5 j u d i c i a l  d i s t r i c t  i n  w h i c h  t h e  s t r i k e  i s  o c c u r r i n g  f o r  a n  o r d e r  e n -

6 j o i n i n g  t h e  s t r i k e .  A  s t r i k e  m a y  n o t  b e  e n j o i n e d  u n l e s s  i t  c a n  b e

7 s h o w n  t h a t  i t  h a s  b e g u n  t o  t h r e a t e n ,  o r  i s  a b o u t  t o  t h r e a t e n ,  t h e

8 h e a l t h  s a f e t y ,  o r  w e l f a r e  o f  t h e  p u b l i c .  A  c o u r t ,  i n  d e c i d i n g  w h e t h -

9 e r  t o  e n j o i n  t h e  s t r i k e ,  s h a l l  c o n s i d e r  t h e  t o t a l  e q u i t i e s  i n  t h e

1 0  p a r t i c u l a r  c a s e ,  i n c l u d i n g  t h e  i m p a c t  o f  a  s t r i k e  o n  t h e  p u b l i c  a n d

1 1  t h e  e x t e n t  t o  w h i c h  a n  e m p l o y e e  o r g a n i z a t i o n  a n d  t h e  c o r p o r a t i o n  h a v e

12  m e t  t h e i r  s t a t u t o r y  o b l i g a t i o n s .

13 ( c )  I f  a n  i m p a s s e  o r  d e a d l o c k  s t i l l  e x i s t s  a f t e r  t h e  i s s u a n c e  o f

1 4  a n  i n j u n c t i o n ,  t h e  p a r t i e s  s h a l l  s u b m i t  t h e  d i s p u t e  t o  b i n d i n g  a r b i -

1 5  t r a t i o n .  T h e  a r b i t r a t o r  s h a l l  h e  t h e  s a m e  p e r s o n  s e l e c t e d  u n d e r

16 A S  4 2 . 4 0 . 8 4 0  a n d  s h a l l  f a s h i o n  t h e  a w a r d  t h e  a r b i t r a t o r  c o n s i d e r s

1 7  e q u i t a b l e .

18 ( d )  N o t w i t h s t a n d i n g  ( a )  -  ( c )  o f  t h i s  s e c t i o n ,  a n  o r g a n i z a t i o n

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

2 0  a r b i t r a t i o n  a t  a n y  t i m e .

2 1  S e c .  4 2 . 4 0 . 8 6 0 .  A G R E E M E N T S . ( a )  T h e  D e p a r t m e n t  o f  A d m i n i s t r a -

2 2  t i o n  m a y  p a r t i c i p a t e  i n  l a b o r  n e g o t i a t i o n s  b e t w e e n  t h e  c o r p o r a t i o n  a n d

2 3  a n  o r g a n i z a t i o n .  T h e  c o r p o r a t i o n  s h a l l  s e e k  a d v i c e  o f  t h e  D e p a r t m e n t

2 4  o f  A d m i n i s t r a t i o n  b e f o r e  e n t e r i n g  i n t o  a  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 -

2 5  m e n t  c o n c e r n i n g  w a g e s ,  h o u r s ,  a n d  o t h e r  t e r m s  a n d  c o n d i t i o n s  o f  e m -

2 6  p l o y m e n t .  H o w e v e r ,  t h e  f i n a l  d e c i s x o n  r e g a r d i n g  c o l l e c t i v e  b a r g a i n i n g

2 7  a g r e e m e n t s ,  s h a l l  b e  m a d e  b y  t h e  b o a r d .

2 8  ( b )  U p o n  t h e  c o m p l e t i o n  o f  n e g o t i a t i o n s  b e t w e e n  a n  o r g a n i z a t i o n

2 9  a n d  t h e  c o r p o r a t i o n ,  i f  a  s e t t l e m e n t  i s  r e a c h e d ,  t h e  c o r p o r a t i o n  s h a l l

- 3 9 -  CSHB 5 1 2 ( F i n )



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

2 4

2 5

2 6

2 7

2 8
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r e d u c e  i t  t o  w r i t i n g  i n  t h e  f o r m  o f  a n  a g r e e m e n t .  T h e  a g r e e m e n t  s h a l l  

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

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

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

a g e n c y .

( c )  T h e  p a r t i e s  t o  a n  a g r e e m e n t  u n d e r  t h i s  s e c t i o n  m a y  a g r e e  t o  

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

S e c .  4 2 . 4 0 . 8 7 0 .  O R G A N IZ A T I O N  D U ES AND E M P L O Y E E  B E N E F I T S ,  D E D U C -
I \

T I O N  AND A U T H O R I Z A T I O N .  U p o n  w r i t t e n  a u t h o r i z a t i o n  o f  a n  e m p l o y e e  

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

r o l l  o f  t h e  e m p l o y e e  t h e  m o n t h l y  a m o u n t  o f  d u e s ,  f e e s ,  a n d  o t h e r  

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

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

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

S e c .  4 2 . 4 0 . 8 8 0 .  E X E M P T I O N .  N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  

AS  4 2 . 4 0 . 8 7 0 ,  a  c o l l e c t i v e  b a r g a i n i n g  s e t t l e m e n t  r e a c h e d ,  o r  a g r e e m e n t  

e n t e r e d  i n t o ,  u n d e r  AS 4 2 . 4 0 . 8 6 0  t h a t  i n c o r p o r a t e s  u n i o n  s e c u r i t y  

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

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

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

c h u r c h  o r  r e l i g i o u s  b o d y  o f  w h i c h  a n  e m p l o y e e  i s  a  m e m b e r .  U p o n  

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

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

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

a m o u n t  o f  m o n e y  e q u i v a l e n t  t o  r e g u l a r  o r g a n i z a t i o n  d u e s ,  i n i t i a t i o n  

f e e s ,  a n d  a s s e s s m e n t s  t o  t h e  o r g a n i z a t i o n .  N o n p a y m e n t  o f  t h i s  m o n e y  

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

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

a m o u n t  o f  m o n e y  t o  a  c h a r i t y  o f  i t s  c h o i c e  n o t  a f f i l i a t e d  w i t h  a
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1 r e l i g i o u s ,  l a b o r ,  o r  e m p l o y e e  o r g a n i z a t i o n .  T h e  o r g a n i z a t i o n  s h a l l

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

3 S e c .  4 2 . 4 0 . 8 8 5 .  P R O H I B I T E D  A C T S .  ( a )  T h e  c o r p o r a t i o n  o r  a n

4  e m p l o y e e  m a y  n o t  d i r e c t l y  o r  i n d i r e c t l y

5 ( 1 )  r e q u i r e  o r  c o e r c e  a n  e m p l o y e e  t o  p a r t i c i p a t e  i n  a n y  w a y

6 i n  a n y  a c t i v i t y  o r  u n d e r t a k i n g  u n l e s s  t h e  a c t i v i t y  o r  u n d e r t a k i n g  i s

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

8 ( 2 )  r e q u i r e  o r  c o e r c e  a n  e m p l o y e e  t o  m a k e  a n y  r e p o r t  c o n -

9 c e r n i n g  a n  a c t i v i t y  o r  u n d e r t a k i n g  o f  t h e  e m p l o y e e ' s  a c t i v i t i e s  o r

1 0  u n d e r t a k i n g s  u n l e s s  t h e  a c t i v i t y  o r  u n d e r t a k i n g  i s  r e l a t e d  t o  t h e

1 1  p e r f o r m a n c e  o f  o f f i c i a l  d u t i e s ;

12 ( 3 )  e x c e p t  a s  d i r e c t l y  r e l a t e d  t o  t h e  p e r f o r m a n c e  o f  o f f i -

13 c i a l  d u t i e s ,  r e q u i r e  o r  c o e r c e  a n  e m p l o y e e  t o  s u b m i t  t o  a n  i n t e r r o -

1 4  g a t i o n ,  e x a m i n a t i o n ,  o r  p s y c h o l o g i c a l  t e s t  t h a t  i s  d e s i g n e d  t o  e l i c i t

15 i n f o r m a t i o n  c o n c e r n i n g

16 ( A )  a  p e r s o n a l  r e l a t i o n s h i p  w i t h  a  p e r s o n  c o n n e c t e d

1 7  w i t h  t h e  e m p l o y e e  b y  b l o o d  o r  m a r r i a g e ,

18 ( B )  t h e  e m p l o y e e ' s  r e l i g i o u s  b e l i e f s  o r  p r a c t i c e s ,

19  ( C )  s e x u a l  m a t t e r s ,

2 0  ( D )  t h e  e m p l o y e e ' s  p o l i t i c a l  a f f i l i a t i o n  o r  p h i l o s o -

2 1  p h y ;

2 2  ( 4 )  c o e r c e  a n  e m p l o y e e  t o  i n v e s t  o r  c o n t r i b u t e  e a r n i n g s  i n

2 3  a n y  m a n n e r  o r  f o r  a n y  p u r p o s e ;

2 4  ( 5 )  r e s t r i c t  o r  a t t e m p t  t o  r e s t r i c t  a f t e r - w o r k i n g - h o u r

2 5  s t a t e m e n t s ,  p r o n o u n c e m e n t s  o r  o t h e r  a c t i v i t i e s ,  n o t  o t h e r w i s e  p r o h i b -

2 6  i t e d  b y  l a w  o r  p e r s o n n e l  r u l e ,  o f  a n  e m p l o y e e ,  i f  t h e  e m p l o y e e  d o e s

2 7  n o t  p u r p o r t  t o  s p e a k  o r  a c t  i n  a n  o f f i c i a l  c a p a c i t y .

2 8  ( b )  T h e  p r o v i s i o n s  o f  ( a )  o f  t h i s  s e c t i o n  d o  n o t  d i m i n i s h  t h e

2 9  a u t h o r i t y  o f  a n  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  t o  c o n d u c t  c r i m i n a l
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1 i n v e s t i g a t i o n s  o f  e m p l o y e e s  s u s p e c t e d  o f  b e i n g  i n v o l v e d  i n  c r i m i n a l

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

3 r a i l r o a d  b u s i n e s s .

4  S e c .  4 2 . 4 0 . 8 9 0 .  D E F I N I T I O N S .  I n  A S  4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0

5 ( 1 )  " c o l l e c t i v e  b a r g a i n i n g "  m e a n s  t h e  p e r f o r m a n c e  o f  t h e

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

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

8 i n c l u d i n g  m e e t i n g s  i n  a d v a n c e  o f  t h e  b u d g e t  m a k i n g  p r o c e s s ,  a n d  n e g o -

9 t i a t i n g  i n  g o o d  f a i t h  w i t h  r e s p e c t  t o  w a g e s ,  h o u r s ,  a n d  o t h e r  t e r m s

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

1 1  n e g o t i a t i o n  o f  a  q u e s t i o n  a r i s i n g  u n d e r  a n  a g r e e m e n t  a n d  t h e  e x e c u t i o n

1 2  o f  a  w r i t t e n  c o n t r a c t  i n c o r p o r a t i n g  a n  a g r e e m e n t  r e a c h e d  i f  r e q u e s t e d

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

1 4  a g r e e  t o  a  p r o p o s a l  o r  r e q u i r e  t h e  m a k i n g  o f  a  c o n c e s s i o n ;

15 ( 2 )  " e l e c t i o n "  m e a n s  a  p r o c e e d i n g  c o n d u c t e d  b y  t h e  l a b o r

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

17 u n i t  c a s t  a  s e c r e t  b a l l o t  f o r  c o l l e c t i v e  b a r g a i n i n g  r e p r e s e n t a t i v e s ,

18 o r  f o r  a n y  o t h e r  p u r p o s e  s p e c i f i e d  i n  A S  4 2 . 4 0 . 7 1 0  -  4 2 . 4 0 . 8 9 0 ;

19 ( 3 )  " o r g a n i z a t i o n "  m e a n s  a  l a b o r  o r  e m p l o y e e  o r g a n i z a t i o n

2 0  o f  a n y  k i n d  i n  w h i c h  e m p l o y e e s  p a r t i c i p a t e  a n d  t h a t  e x i s t s  f o r  t h e

2 1  p r i m a r y  p u r p o s e  o f  d e a l i n g  w i t h  t h e  c o r p o r a t i o n  c o n c e r n i n g  g r i e v a n c e s ,

2 2  l a b o r  d i s p u t e s ,  w a g e s ,  r a t e s  o f  p a y ,  h o u r s  o f  e m p l o y m e n t  a n d  c o n d i -

2 3  t i o n s  o f  e m p l o y m e n t ;

2 4  ( 4 )  " t e r m s  a n d  c o n d i t i o n s  o f  e m p l o y m e n t "  m e a n s  t h e  h o u r s  o f

2 5  e m p l o y m e n t ,  t h e  c o m p e n s a t i o n  a n d  f r i n g e  b e n e f i t s ,  a n d  t h e  e m p l o y e r ' s

2 6  p e r s o n n e l  p o l i c i e s  a f f e c t i n g  t h e  w o r k i n g  c o n d i t i o n s  o f  t h e  e m p l o y e e s ,

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

28  p u r p o s e s  o f  a n  e m p l o y e r .

2 9  A R T I C L E  9 .  G E N E R A L  P R O V I S I O N S .
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S e c .  4 2 . 4 0 . 9 0 0 .  C L A I M S .  ( a )  A l l  c l a i m s  a n d  l a w s u i t s  i n v o l v i n g  

a c t i v i t i e s  o f  t h e  r a i l r o a d ,  i n c l u d i n g  s u i t s  i n  c o n t r a c t ,  q u a s i - c o n ­

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

a g a i n s t  t h e  s t a t e .

( b )  F o r  t h e  p u r p o s e s  o f  a c t i o n a b l e  c l a i m s ,  u n d e r t a k i n g s ,  p a y ­

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

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

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

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

A S  0 9 . 1 0 . 1 2 0 ,  AS 0 9 . 5 0 . 2 5 0  -  0 9 . 5 0 . 2 9 0 ,  a n d  AS 0 9 . 6 5 . 0 4 0 .

( c )  C l a i m s  a g a i n s t  t h e  c o r p o r a t i o n  a r e  n o t  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  4 4 . 7 7  r e g a r 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 .

( d )  T h e  c o r p o r a t i o n  i s  n o t  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  AS 4 4 . -  

8 0 . 0 1 0 ,  r e g a r d i n g  t h e  s t a t e  a s  a  p a r t y  t o  a n  a c t i o n .

S e c .  4 2 . 4 0 . 9 0 5 .  N O T I C E  OF L E G A L  A C T I O N S .  ( a )  T h e  c o r p o r a t i o n  

s h a l l  n o t i f y  t h e  D e p a r t m e n t  o f  L a w  w i t h i n  3 0  d a y s  b e f o r e  i n i t i a t i n g  

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

l e g a l  a c t i o n  t o  p r o t e c t  t h e  c o r p o r a t i o n  a s s e t s  o r  t o  c o n t i n u e  e x i s t i n g  

s e r v i c e .

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

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

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

t h a t  e x e m p t e d  t h e  a c t i o n  f r o m  t h e  r e q u i r e m e n t s  o f  ( a )  o f  t h i s  s e c t i o n .

S e c .  4 2 . 4 0 . 9 1 0 .  E X E M P T I O N  FROM T A X A T I O N .  ( a )  T h e  e x e r c i s e  o f  

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

b e n e f i t  o f  t h e  p e o p l e  o f  t h e  s t a t e ,  f o r  t h e i r  w e l l - b e i n g  a n d  p r o s p e r ­

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

S u b j e c t  t o  ( b )  o f  t h i s  s e c t i o n ,  t h e  r e a l  a n d  p e r s o n a l  p r o p e r t y  o f  t h e
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1  c o r p o r a t i o n  a n d  i t s  a s s e t s ,  i n c o m e ,  a n d  r e c e i p t s  a r e  e x e m p t  f r o m  a l l

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

3 o f  t h e  s t a t e .

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

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

6 g o v e r n m e n t a l  p u r p o s e .  T h e r e f o r e ,  t h e  b o n d s  a n d  n o t e s ,  t h e  i n t e r e s t

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

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

9 t h e  b o n d s  a n d  n o t e s  o r  i n t e r e s t  o n  t h e m ,  a r e  e x e m p t  f r o m  t a x a t i o n

1 0  e x c e p t  f o r  i n h e r i t a n c e ,  t r a n s f e r ,  a n d  e s t a t e  t a x e s .

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

1 2  l i c e n s e  f e e s ,  p r o p e r t y  t a x e s ,  e x c i s e  t a x e s ,  i n c o m e  t a x e s ,  o r  o t h e r

13 t a x e s ,  p r o v i d e d  u n d e r  a n y  o t h e r  l a w ,  n o r  d o e s  i t  c r e a t e  a  t a x  e x e m p -

1 4  t i o n  w i t h  r e s p e c t  t o  t h e  i n t e r e s t  o f  a n y  b u s i n e s s  e n t e r p r i s e  o r  o t h e r

1 5  p e r s o n ,  o t h e r  t h a n  t h e  c o r p o r a t i o n .

1 6  S e c .  4 2 . 4 0 . 9 2 0 .  A P P L I C A T I O N  OF E X I S T I N G  L A W S . ( a )  T h e  c o r p o -

1 7  r a t i o n  i s  n o t  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  A l a s k a  T r a n s p o r t a t i o n

18 C o m m i s s i o n .

19 ( b )  U n l e s s  s p e c i f i c a l l y  p r o v i d e d  o t h e r w i s e  i n  t h i s  c h a p t e r ,  t h e

2 0  f o l l o w i n g  l a w s  d o  n o t  a p p l y  t o  t h e  o p e r a t i o n s  o f  t h e  c o r p o r a t i o n :

2 1  ( 1 )  AS 1 9 ;

2 2  ( 2 )  A S  3 0 . 1 5 ;

23 (3) AS 35;

2 4  ( 4 )  AS 3 7 . 0 5 ;

2 5  ( 5 )  AS 3 7 . 0 7 ;

2 b  ( 6 )  AS 3 7 . 1 0 . 0 1 0  -  3 7 . 1 0 . 0 6 0 ;

2 7  ( 7 )  AS 3 7 . 1 0 . 0 8 5 ;

2 8  ( 8 )  A S  3 7 . 2 0 ;

2 9  ( 9 )  A S  3 7 . 2 5 ;

CSHB 5 1 2 ( F i n )  - 4 4 -



1 ( 1 0 )  AS 3 8 ;

2 ( 1 1 )  AS 4 4 . 6 2 . 0 4 0  -  4 4 . 6 2 . 3 2 0 .

3 ( c )  T h e  c o r p o r a t i o n  i s  s u b j e c t  t o  AS 4 5 . 5 0 . 5 6 2  -  4 5 . 5 0 . 5 9 6 .

4  S e c .  4 2 . 4 0 . 9 3 0 .  C O N F L I C T I N G  LAWS I N A P P L I C A B L E .  I f  p r o v i s i o n s  o f

5 t h i s  c h a p t e r  c o n f l i c t  w i t h  t h e  p r o v i s i o n s  o f  o t h e r  s t a t e  l a w ,  t h e  y > r o -

6 v i s i o n s  o f  t h i s  c h a p t e r  p x e v a i l .  P r o v i s i o n s  o f  t h i s  c h a p t e r  s h a l l  b e

7 c o n s t r u e d  s o  t h a t  t h e y  d o  n o t  c o n f l i c t  w i t h  4 5  U . S . C .  1 2 0 1  -  1 2 1 4

8 ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .

9 S e c .  4 2 . 4 0 . 9 3 5 .  R A IL R O A D  F A C I L I T I E S  CODE C O M P L I A N C E .  ( a )  N o t

1 0  l a t e r  t h a n  t w o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r ,  t h e  D e p a r t m e n t  o f

1 1  L a b o r  i n  c o n s u l t a t i o n  w i t h  t h e  c o r p o r a t i o n  s h a l l  d e v e l o p  a n d  t h e

12  c o r p o r a t i o n ,  s h a l l  a d o p t  a  p l a n  t o  a c h i e v e  c o m p l i a n c e  w i t h  AS 1 8 . 6 0 .

13 T h e  p l a n  s h a l l  b e  i m p l e m e n t e d  a n d  c o m p l i a n c e  a c h i e v e d  w i t h i n  f i v e

1 4  y e a r s  a f t e r  i t  i s  a d o p t e d .

15 ( b )  No l a t e r  t h a n  t w o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r ,  t h e

16 c o r p o r a t i o n  i n  c o n s u l t a t i o n  w i t h  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  a n d

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

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

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

2 0  c o m p l i a n c e  a c h i e v e d  w i t h i n  f i v e  y e a r s  a f t e r  i t  i s  a d o p t e d .  I n  t h e

2 1  s o l e  d e t e r m i n a t i o n  o f  t h e  c o m m i s s i o n e r  o f  p u b l i c  s a f e t y ,  a n y  e x i s t i n g

2 2  b u i l d i n g  o w n e d  o r  c o n t r o l l e d  b y  t h e  c o r p o r a t i o n  t h a t  d o e s  n o t  p r e s e n t

2 3  a  s e r i o u s  s a f e t y  h a z a r d  a n d  f o r  w h i c h  c o m p l i a n c e  w o u l d  b e  u n e c o n o m i c a l

2 4  i n  c o n s i d e r a t i o n  o f  i t s  r e m a i n i n g  u s e f u l  l i f e  s h a l l  b e  e x e m p t e d  f r o m

2 5  c o m p l i a n c e  w i t h  s t a t e  o r  m u n i c i p a l  s a f e t y  c o d e s .

2 6  S e c .  4 2 . 4 0 . 9 4 0 .  N E G O T I A T I O N  FOR S A L E  OF T H E  R A I L R O A D .  T h e

2 7  g o v e r n o r  m a y  r e q u i r e  t h e  b o a r d  t o  n e g o t i a t e  i n  g o o d  f a i t h  t h e  s a l e  o f

2 8  t h e  A l a s k a  R a i l r o a d .

2 9  S e c .  4 2 . 4 0 . 9 5 0 .  R E V E R S IO N  O F A S S E T S .  I f  t h e  c o r p o r a t i o n  c e a s e s
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1 t o  e x i s t ,  f o r  r e a s o n s  o t h e r  t h a n  s a l e  o f  t h e  A l a s k a  R a i l r o a d ,  i t s

2 a s s e t s  r e v e r t  t o  t h e  s t a t e .

3 S e c .  4 2 . 4 0 . 9 8 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r ,  u n l e s s  t h e  c o n -

4  t e x t  o t h e r w i s e  r e q u i r e s ,

5 ( 1 )  " b o a r d "  m e a n s  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

6 R a i l r o a d  C o r p o r a t i o n ;

7 ( 2 )  " b o n d s "  m e a n s  b o n d s ,  b o n d  a n t i c i p a t i o n  n o t e s ,  n o t e s ,

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

9 ( 3 )  " c o r p o r a t i o n "  m e a n s  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ;

1 0  ( 4 )  " d a t e  o f  t r a n s f e r "  m e a n s  t h e  d a t e  o n  w h i c h  t h e  U n i t e d

1 1  S t a t e s  S e c r e t a r y  o f  T r a n s p o r t a t i o n  d e l i v e r s  t h e  t r a n s f e r  d o c u m e n t s

1 2  u n d e r  4 5  U . S . C .  1 2 0 1  -  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ;

13 ( 5 )  " e m p l o y e e s "  m e a n s  a l l  p e r s o n s  e m p l o y e d  b y  t h e  c o r p o -

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

15 ( 6 )  " e x e c u t i v e  o f f i c e r "  m e a n s  t h e  c o r p o r a t i o n ' s  c h i e f

16 e x e c u t i v e  o f f i c e r ,  a n  e m p l o y e e  w ho  f u l f i l l s  m a n a g e m e n t  f u n c t i o n s  a n d

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

18 p o s i t i o n s  o n  t h e  d a t e  o f  t r a n s f e r :  g e n e r a l  m a n a g e r ,  a s s i s t a n t  g e n e r a l

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

2 0  a n d  g e n e r a l  c o u n s e l ;

2 1  ( 7 )  " l a n d "  m e a n s  a n y  i n t e r e s t  i n  r e a l  p r o p e r t y ,  i n c l u d i n g

2 2  t i d e  a n d  s u b m e r g e d  l a n d  a n d  a n y  r i g h t  a p p u r t e n a n t  t o  t h e  i n t e r e s t ;

2 3  ( 8 )  " r u l e "  m e a n s  a  s t a n d a r d  o f  g e n e r a l  a p p l i c a t i o n  o r  t h e

2 4  a m e n d m e n t ,  s u p p l e m e n t ,  r e v i s i o n ,  o r  r e p e a l  o f  a  s t a n d a r d  a d o p t e d  b y

2 5  t h e  c o r p o r a t i o n  t o  i m p l e m e n t ,  i n t e r p r e t ,  o r  m a k e  s p e c i f i c  t h e  l a w

2 6  e n f o r c e d  o r  a d m i n i s t e r e d  b y  i t  t o  g o v e r n  i t s  p r o c e d u r e .

2 7  S e c .  4 2 . 4 0 . 9 9 0 .  SHORT T I T L E .  T h i s  c h a p t e r  m a y  b e  r e f e r r e d  t o  a s

2 8  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  A c t .

2 9  *  S e c .  3 .  A S  4 2 . 4 0 . 0 1 0  i s  a m e n d e d  t o  r e a d :
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1 S e c .  4 2 . 4 0 . 0 1 0 .  E S T A B L I S H M E N T  O F  T H E  C O R P O R A T IO N .  T h e r e  i s

2 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  C o r p o r a t i o n .  T h e  c o r p o r a t i o n  i s  a

3 p u b l i c  c o r p o r a t i o n  a n d  i s  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  [ W I T H I N  T H E

4  D E P A R T M E N T  O F  COMMERCE A N D  ECONOMIC; D E V E L O P M E N T ] . T h e  c o r p o r a t i o n  h a s

5 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 r o m  t h e  s t a t e .  T h e

6 e x e r c i s e  b y  t h e  c o r p o r a t i o n  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

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

8 *  S e c .  4 .  A P P O I N T M E N T  OF F I R S T  BOARD O F  D IR E C T O R S  OF A L A S K A  R A I L R O A D

9 C O R P O R A T IO N .  N o t w i t h s t a n d i n g  A S  4 2 . 4 0 . 0 2 0  e n a c t e d  i n  rcr. 1 o f  t h i s  A c t ,

1 0  t h e  t e r m s  o f  t h e  a p p o i n t e d  m e m b e r s  o f  t h e  f i r s t  b o a r d  o f  d i r e c t o r s  o f  t h e

1 1  A l a s k a  R a i l r o a d  C o r p o r a t i o n  a r e  a s  f o l l o w s :

12  ( 1 )  o n e  s h a l l  s e r v e  a  t e r m  o f  t w o  y e a r s ;

13 ( 2 )  t w o  s h a l l  s e r v e  a  t e r m  o f  t h r e e  y e a r s ;

14  ( 3 )  t w o  s h a l l  s e r v e  a  t e r m  o f  f o u r  y e a r s ;  a n d

15 ( 4 )  t w o  s h a l l  s e r v e  a  t e r m  o f  f i v e  y e a r s .

16 *  S e c .  5 .  C O L L E C T I V E  B A R G A IN I N G  A G R E E M E N T S .  ( a )  A s  s o o n  a s  p r a c t i -

17 c a b l e  a f t e r  e s t a b l i s h m e n t  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  a n d  b e f o r e

18 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 ,  t h e  A l a s k a  R a i l r o a d  C o r p o r a -

19 t i o n  a n d  i t s  e m p l o y e e s  s h a l l  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  t h a t

2 0  c o n t i n u e  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  i n  e f f e c t  b e t w e e n  t h e  A l a s k a

2 1  R a i l r o a d  a n d  i t s  e m p l o y e e s  o n  t h e  d a t e  o f  t r a n s f e r  o f  t h e  r a i l r o a d .  T h e

2 2  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  a d o p t e d  u n d e r  t h i s  s e c t i o n  b e t w e e n  t h e

2 3  c o r p o r a t i o n  a n d  i t s  e m p l o y e e s  s h a l l  r e m a i n  i n  e f f e c t  t o  t h e  e x t e n t  r e q u i r e d

2 4  u n d e r  4 5  U . S . C .  1 2 0 1  -  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .

2 5  ( b )  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  C o r p o r a t i o n  s h a l l

26  o n  o r  b e f o r e  t h e  d a t e  o f  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  a d o p t

2 7  p e r s o n n e l  r u l e s  n e c e s s a r y  t o  p r e v e n t  a n  i n t e r r u p t i o n  o f  s e r v i c e s  o f  t h e

28 r a i l r o a d .

2 9  ( c )  S u b j e c t  t o  4 5  U . S . C .  1 2 0 1  -  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f
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1 9 8 2 ) ,  w i t h i n  1 8 0  d a y s  a f t e r  t h e  f i r s t  m e e t i n g  o f  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  C o r p o r a t i o n ,  t h e  b o a r d  a n d  r e p r e s e n t a t i v e s  o f  e m p l o y e e  

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

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

t w o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r  o f  t h e  A l r s k a  R a i l r o a d  t o  t h e  s t a t e  

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

*  S e c .  6 .  S A L E  O F R A I L R O A D .  ( a )  N o t  l a t e r  t h a n  t w o  y e a r s  f o l l o w i n g  

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

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

o r  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 .  T h e  b o a r d  m a y  e n g a g e  t h e  s e r v i c e s  o f  

a n  i n v e s t m e n t  b a n k i n g  f i r m  o r  o t h e r  p r o f e s s i o n a l  e x p e r t j . s e  t o  a s s i s t  i n  t h e  

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

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

o r  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 ,  e v e n  i f  i t  i s  n o t  m a d e  i n  r e s p o n s e  t o  

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

( b )  I n  o r d e r  t o  b e  c o n s i d e r e d  r e s p o n s i v e ,  a  p r o p o s a l  m u s t

( 1 )  e n s u r e  c o n t i n u e d  o r  i m p r o v e d  r a i l  s e i v i c e ;

( 2 )  r e t u r n  t o  t h e  s t a t e  i t s  i n v e s t m e n t  i n  t h e  A l a s k a ' R a i l r o a d  t o  

t h e  e x t e n t  p o s s i b l e ;

( 3 )  b e  c o n s i s t e n t  w i t h  t h e  t e r m s  a n d  c o n d i t i o n s  o f  4 5  U . S . C .  

1 2 0 1  -  1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ,  a n d  n o t  a c t i v a t e  t h e  

r e v e r s i o n  p r o v i s i o n s  o f  4 5  U . S . C .  1 2 0 9  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  

1 9 8 2 ) ;

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

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

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

t h a t  w i l l  b e  a b l e  t o
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1 ( A )  g e n e r a t e  s u f f i c i e n t  r e v e n u e  t o  m e e t  i t s  e x p e n s e s ,

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

3 r ' . t i e s ;  a n d

4  ( B )  f i n a n c e  i t s  c a p i t a l  n e e d s  i n  t h e  p r i v a t e  m a r k e t ;  a n d

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

6 s e r v i c e s ,  i n c l u d i n g  c u r r e n t  l e v e l s  o f  p a s s e n g e r  s e r v i c e .

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

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

9 t r a n s f e r  u p o n  a p p r o v a l  o f  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 u r e .

1 0  ( d )  W i t h i n  o n e  y e a r  a f t e r  r e q u e s t i n g  p r o p o s a l s  u n d e r  ( a )  o f  t h i s

1 1  s e c t i o n ,  t h e  b o a r d  s h a l l  s u b m i t  a  r e p o r t  o n  t h e  r e s u l t s  o f  t h e  p r o c e s s  t o

1 2  t h e  g o v e r n o r ,  i n c l u d i n g  i t s  s p e c i f i c  f i n d i n g s  o n  t h e  r e s p o n s i v e n e s s  '  ~ a n y

1 3  p r o p o s a l  r e c e i v e d  a n d  i t s  r e c o m m e n d a t i o n s  f o r  c o n c l u s i o n  o f  a  t r a n s f e r  o f

1 4  t h e  r a i l r o a d  o r  i t s  m a n a g e m e n t  t o  t h e  p r i v a t e  s e c t o r .

15 ( e )  W i t h i n  1 2 0  d a y s  a f t e r  r e c e i p t  o f  t h e  b o a r d ' s  r e p o r t ,  i f  t h e  b o a r d

16  h a s  r e c o m m e n d e d  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  o r  i t s  m a n a g e m e n t  t o  t h e

17 p r i v a t e  s e c t o r ,  t h e  g o v e r n o r  s h a l l

18 ( 1 )  d i s a p p r o v e  t h e  p r o p o s e d  t r a n s f e r ;  o r

19 ( 2 )  s u b m i t  t h e  r e p o r t  a n d  r e c o m m e n d a t i o n s  t o  t h e  l e g i s l a t u r e .

2 0  ( f )  F a i l u r e  b y  t h e  g o v e r n o r  t o  a c t  w i t h i n  1 2 0  d a y s  a f t e r  r e c e i p t  o f

2 1  t h e  b o a r d ' s  - e p o r t  s h a l l  b e  c o n s i d e r e d  a p p r o v a l .

2 2  ( g )  T h e  l e g i s l a t u r e  m a y  d i s a p p r o v e  a  p r o p o s e d  t r a n s f e r  w i t h o u t  m o d i -

2 3  f i c a t i o n  b y  l a w  e n a c t e d  w i t h i n  4 5  d a y s  a f t e r  t h e  p r o p o s a l  i s  s u b m i t t e d .  I f

2 4  a  p r o p o s a l  i s  s u b m i t t e d  w h i l e  t h e  l e g i s l a t u r e  i s  n o t  i n  s e s s i o n ,  t h e  l e g i s -

2 5  l a t u r e  m a y  d i s a p p r o v e  t h e  p r o p o s a l  w i t h  4 5  d a y s  a f t e r  t h e  b e g i n n i n g  o f  t h e

2 6  n e x t  r e g u l a r  s e s s i o n .  F a i l u r e  b y  t h e  l e g i s l a t u r e  t o  a c t  w i t h i n  t h e  p e r i o d

2 7  r e q u i r e d  u n d e r  t h i s  s u b s e c t i o n  s h a l l  b e  c o n s i d e r e d  a p p r o v a l  o f  t h e  p r o -

2 8  p o s a l .

2 9  ( h )  U n l e s s  a  p r o p o s a l  u n d e r  ( a )  o f  t h i s  s e c t i o n  i s  a p p r o v e d ,  t h e
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1 p r o c e s s  p r o v i d e d  i n  t h i s  s e c t i o n  s h a l l  b e  r e p e a t e d  e v e r y  t w o  y e a r s .

2 ( i )  T h e  b o a r d  s h a l l ,  w i t h i n  t w o  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r  o f

3 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 ,  d i r e c t  t h e  e x e c u t i v e  o f f i c e r  o f  t h e

4  A l a s k a  R a i l r o a d  C o r p o r a t i o n  t o  p r e p a r e  a  r e p o r t  f o r  t h e  g o v e r n o r  a n d  t h e

5 l e g i s l a t u r e  o n  t h e  f e a s i b i l i t y  o f  o t h e r  o p e r a t i o n a l  a l t e r n a t i v e s  f o r  t r a n s -

6 f e r  c o n s i s t e n t  w i t h  t h e  c r i t e r i a  u n d e r  ( b )  o f  t h i s  s e c t i o n  o f  a l l  o r  p a r t

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

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

9 f u n d .

1 0  *  S e c .  7 .  S P E C I A L  R E P O R T .  T h e  c o r p o r a t i o n  s h a l l  s t u d y  a n y  p r o b l e m s

11 c r e a t e d  b y  v i b r a t i o n s  d u e  t o  o p e r a t i n g  t h e  r a i l r o a d  f r o m  S h i p  C r e e k  t h r o u g h

12 I n l e t  V i e w  t o  t h e  T u r n a g a i n  A r e a  a n d  e x t e n d i n g  t o  P o t t e r ' s  M a r s h .  T h e

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

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

13 o f  t h e  r a i l  l i n e .  B y  F e b r u a r y  1 ,  1 9 8 6 ,  t h e  c o r p o r a t i o n  s h a l l  p r e s e n t  a

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

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

18 *  S e c .  8 .  S e c t i o n  3 o f  t h i s  A c t  t a k e s  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f

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

2 0  A l a s k a  R a i l r o a d .

2 1  *  S e c .  9 .  S e c t i o n s  1 ,  2 ,  a n d  4 -  7 o f  t h i s  A c t  t a k e  e f f e c t  i m m e d i a t e l y

2 2  i n  a c c o r d a n c e  w i t h  AS 0 1 . 1 0 . 0 7 0 ( c ) .

CSHB 5 1 2 ( F i n ) - 5 0 -



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

[Revision Date: 5-1-84

REQUEST FISCAL DETAIL
Bill/Resolution No.: CS HB 512 (Finflgency Affected:________
Title: Alaska Railroad Corporat-Prcgram Category Affected:
ion Act of 1984  "

Sponsor: Hayes, et. al._______
Requestor: Rep. Bettisworth 
Date of Request: 5/1/84

BRU„ Program or Subprogram(s) Affected: 
Alaska Railroad

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY. 85 FY 86 FY 87 FY 88 FY 89.

OPERATING
100 PERSONAL SERVICES 24,350
200 TRAVEL 140
300 CONTRACTUAL 5,900
<f00 SUPPLIES 4,000.
500 EQUIPMENT 1,200
600 LAND & STRUCTURES -0 - -

700 GRANTS, CLAIMS - 1,500
800 MISCELLANEOUS - -0 - •

TOTAL OPERATING 37,090

1 ■ CAPITAL - ° - _  . - o - 1 1

c REVENUE - 0 - 37,350

FUNDING: (Thousands of Pol ars)
CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL .

- 0 -

- 0 -

- 0 -

37^350
37,350

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

•478 -

38
64/300

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis

Prepared By: Representative B e t t i s w o r t h ^
Division:

Phone: 465-3706
Date: 5/1/84

Approved by Commissioner; Al Adams, C h a i r / ^w> Date: 5/1/84
Agency: House Finance Committee__________

Distribution (by Agency preparing fiscal note):
Legislative Finante •
Legislative Sponsor •  ̂ • •

■ Requestor 
• Office of Management and Budget 

Impacted Agency(ies) 12/1/83



CSHB 512 (Finance)

Fiscal Note Analysis

T h e  F i s c a l  N o t e  d a t e d  5 - 1 - 8 4  c o n t a i n s  o p e r a t i n g  r e v e n u e s  a n d  e x p e n s e s  as 

w e l l  as o t h e r  one t i m e  o n l y  e x p e n s e s  r e l a t e d  t o  the t r a n s f e r  o f  the 

Ra i l r o a d .

T h e  F i s c a l  N o t e  d o e s  n o t  i n c l u d e  c a p i t a l  e x p e n s e  items. C a p i t a l  i t e m s  

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

•bill .should c o n t a i n  a n  a p p r o p r i a t i o n  f o r  a c q u i s i t i o n  o f  t h e  R a i l r o a d  in 

the a m o u n t  o f  $ 2 2 , 3 0 0 , 0 0 0  a n d  $ 9 , 0 0 0 , 0 0 0  for c a p i t a l  i m p r o v e m e n t s  

including' D S H A  a n d  b u i l d i n g  c o d e  r e h a b i l i t a t i o n  u p g r a d e s  a n d  r e p l a c e m e n t  

o f  t h e " w o r k i n g  capital' fund, etc.



•' ALASKA RAILROAD 
Operating Expenses* 

FY 85 (in'SOUO) ;

. ATTACHMENT A
t •

Supporting Data for State of Alaska
1984 Legislative Session Fiscal Note (HB 352)

Alaska Railroad • \ Other Expenditures
• 1 , •1 ; i ; B o a r d ' ARR • Est.
Dec. Jan. Feb. March April. May - . June Total „ of - Trans. Corp. Other Total
> ' • ■ ' . ' ’ ' .  ■ ‘ •______  Dir,-' Team_____________________-____

Personal Services 1 .
2,400Wages 

Fringe 
Sub Total

Travel

Contracts 

Supplies 

Equipment 

Grants & Claims

540

200

2,640 2,640 2,800
590 .590. ’ 625

2,910. 3,035- 3,160
.650 675 700

.16. V 16
. -

16

19,585
4,370

23,955 120

100

350 ‘350- 350 ' 350 2,500

350 330 480 555 700 720 3,475

I

148 140 180 200 212 1220 1,200

200 200 200 200 250 250 1,500

275

40

525

1,650 1,200 550 5,900

4,000

1 , 2 0 0

1,500

Total
3,962 4,310 4,272 4,651 4,881 5,238 5,416 32,730 160 1,650 2,000 550 37,090

*Minor Discrepancies due to rounding

(1)
04/10/84

1



; .ALASKA RAILROAD
Operating Expanses*

. Analysis by Department

. . . .  ; • F Y . 8 5  . '• .

Supporting Data for State of Alaska . : ' ■ . *
1984 Legislative Session Fiscal Note

. • •

. • December

(HB 352) 

January

i

February ;,

"i !
\ * 

March

• - ' ) 

' April

'

May June ' ■ Total

General Manager.& Staff .
* , „ s .

* i
x* \ r'

.

\ • 
»

Personal Services • ' • • ' < : t 1 * ’ * v I
i

Wages • , 72 92 : • :J92' • ! . 96 . * 1 0 1  ; 106 1 1 0 671
Fringe • • ■ • • '.16 . . . 2 1 , ■ 2\ V •' 2 2 2 2 - 23 24 149

T r a v e l . ' , • 2 2 •’ ■ * 2 ; 3 ■- 3 , 3 3 18
Contracts ’ • 2  : : * 2 2 r 2 2 * 1 1 1 2
Supplies ' 9 ' • . . 9. ' ’ • * . 8s 1 1 1 2 • 15 16 80
'Equipment . 0  • . 0 ; •• ; o • ; 0 0 0 0 0
Grants & Claims . 0 ■ . 0 o 0 0 * 0 . 0 0

Total 1 0 1 126 125 * 136 140 148 154 930

Transportation
\ ’• .1 • ■

’i , . • l
Personal Services 

Wages 985 1,080

■» • • •

• • i ; o 8 o  . • 1,148 ' 1,190

\

1,241 •1,290 ' 8,014
Fringe 2 2 2 243 243 257 267 277 286 1,795

Travel 2 2 2 2 2 2 14
Contracts 166 165 166 166 164 165 165 1,157
Supplies 140 143 133 2 0 2 236 300 310 1,464
Equipment 5 13 1 0 15 2 0 2 0 2 0 103
Grants & Claims 0 0 0 0 0 0 0 0

Total 1/520 1,646 1,634 1,790 1,879
*
>,005 2,073 12,547

Motive Power & Equipment 
Personal Services 

Wages 505 ‘ 557 557 588 609 634 661 4,111
Fringe 114 124 124 131 137 141 146 917

Travel 1 ’ 1 1 2 2 2 2 1 1
Contracts 49 48 47 47 47 47 47 332
Supplies 76 77 73 107 124 157 162 776
Equipment 60 80 ‘ 75 1 0 0 105 1 1 0 1 1 0 640
Grants & Claims 0 0 0 0 0 0 0 0

Total 805 887 877 975 1,024 1 ,091 1,128 6,787

*Minor Discrepancies due to rounding
( 2 )

I



(C ontinued)•

December January February • j March April ‘ May June Total
1

Engineering ' . • t
I •* .1

. •. ‘ •

Personal Services ■ ' • • • . ' • r
Wages 480 . 539 539 * ; 558 /- 580 604 629 3,929
Fringe > ' 108 . 118 ‘ 118 125 • 130 134- 140 873

• Travel 1 • I • . • • ■•I- ' :: / 2 2 , 2 2 11
Contracts „ . ■ 18. • 19 - . 15 '• 12 . 12 • 12 12 100
Supplies 70 ! 74 69 ’ 100 - 115 - 143 • 147 718
Equipment 30. 50 : 50' ' V 60 65 * 67 75 397

, Grants & Claims ’ • 0 0 , . . G v 0 0 0 -0 0
Total , 707 801 . 792 857 v • 904 962 1,005 \ 6,028

Administration

, ■»-■■■ - j

\ *
• v . I

> .. ...

Personal Services
• >•i , 1 . . <

Wages 289 304 , • 304 332 347 362 377 2,315
Fringe . : 65 67 . ; . 67 * . 74 '• 78 80 • 84 515

Travel • . 2 ' \ 2 ' : ' 2  - 3 • 3 3 3 18
Contracts . Ill • 113- ‘ . 107 1 101 104 104 104 744
Supplies 9 Q  ̂ ‘ • . '8' * •' . 10 • . 11 14' 15
Equipment 0 . 0  t* . . 0 0 0 0 0
Grants & Claims 0 0 0 0 0 0 0 0

Total 476 495 488 520 543 563 583 3,668

Marketing & Sales 
Personal Services 

Wages 48 48 48

t

53

i

58 58 62 375
Fringe 11 11 11 12 • 13 13 14 85

Travel 4 4 4 4 4 4 4 28
Contracts e 5 5 4 4 4 4 32
Supplies 3 3 3 4 ' 4 5 6 28
Equipment 0 0 0 0 0 0 0 0
Grants & Claims 0 0 0 0 . 0 0 0 0

Total 72 71 71 77 83 84 90 548

Overheads
Personal Services 

Wages 21 21 21 24 ' 25 30 32 174
Fringe 5 5 5 5 5 7 7 39

Travel 0 ' 0 0 0 0 0 0 0
■Contracts 18 18 18 18 .17 17 17 123
Supplies 35 37 35 46 51 65 67 336
Equipment 5 5 5 5 10 15 15 60
Grants & Claims 200 200 200 200 200 250 250 1,500

Total 284 286 284 298 308 384 » 388 2,232

f \



I , t * J Q A O £ l \

•’ _ ALASKA RAILROAD

Pg. 2 line 21 after the word "capital" add the words "S?or expansion".

Pg. 2 line 29 add the words "most efficient and" $j%#r to the word 
"prudent"# Add the words "consistent with the technology in use?S after 
the word '®̂ BS233!£S=fev A'ae.rv ce£* Crj f , /Vye. 3

May 2 , 1984 Amendment # 1

Pg. 3 line 3 add the'following subsections:- .
(H). Provide for the employment of women and minorities in all job 
classifications in their proportion in the state population.
(I) Provide for’the payment of equal pay for jobs of ‘comparable worth.

. Pg, 3 line 3 after the word "conrmmication" add the word " pipeline".

Pg. 3 line 28 change "10 years" to "one year".

Pg. 4 line 7 add a new subsection (4) to read:

. (4) No member of the board shall be an’ employee or owner of a1 
transportation' company, a company using the'railroad's freight services, 
>.except infrequently, or a lessee of railroad lands.

Pg. '4 line 15 after the .word "board"- add the words "appointed after 
December 31, 1986" ’ .

Pg. 4."line 16.add an.additional sentence after the word "each" which 
■reads: •- . .. * • •

"Board members appointed prior to December 31, 1986 shall be interim 
appointees serving at the pleasure of the governor without legislative 
confirmation." ’

Pg. 6J liiie 9 after the word '-’capital" add the words "for expansion"

Pg, i4 line 15“after the.-word "exchange" add the word "condemnation".

Pg. 14- line 29 after the word "use" add the word "expansion".

Pg. 19 line 6 remove “the period after word "greater" and add the words: 
"except that -the railroad .may acquire right-of-way, engage in 
•engineering and: planning, and obtain permits as if authorized to 
construct unlimited miles.".

’ Pg. 48 line 28 after the word "transfer" add "at any time after December 
.31, 1995". v.

- Pg. '49 line 22, after the word "state" insert "direct the railroad's 
executive officer^"
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HOUSE FINANCE COMMITTEE

MEETING OF

SUBJECT J L -  +* J-

MEMBER YES NO

ADAMS y
BETTISTORTH x
DUNCAN X
FRITZ X
FURNACE X
GRUSSENDG..F X
HTIRT.REPT y.
LINDAUER y
MARTIN

WARD X
ZHAROFF X

TOTAL °t I



— I— — — — — — — — — — — V

MEETING OF s ) z .

SUBJECT
-+J- f=r

MEMBER

ADAMS

BETTISWORTH

DUNCAN

FRITZ

FURNACE

GRUSSENDORF

HURLBERT

LINDAUER

MARTIN

WARD

ZHAROFF

HOUSE FINANCE OOMMITTEE

YES

y

y

*

nc
\i

a

NO

TOTAL



HOUSE FINANCE COMMITTEE

MEETING OF

SUBJECT ~ 1

MEMBER YES NO

ADAMS y

BETTISWORTH y

DUNCAN y

FRITZ

FURNACE y

GRUSSENDORF

HURLBERT y

LINDAUER

MARTIN a

WARD y

ZHAROFF y

TOTAL 3 1



HOUSE FINANCE COMMITTEE

MEETING OF

SUBJECT ^

MEMBER YES NO

ADAMS X

BETTI8W0RIH x

DUNCAN X

FRITZ X

FURNACE X

GRUSSENDORF

i—X

HURLBERT X

LINDAUER r

MARTIN X

WARD X

ZHAROFF
/

v.

TOTAL H I



MEETING OF

SUBJECT *?

MEMBER YES NO

ADAMS X

BETTISWORTH X

DUNCAN X

FRITZ

FURNACE Y -

GRUSSENDORF V

HURLBERT X

LINDAUER X

MARTIN X

WARD X

ZHAROFF X

TOTAL
I'O \



MEETING OF

SUBJECT I 1

MEMBER YES NO

ADAMS X

HE'ITIS WORTH '/■

DUNCAN X

FRITZ 1

FURNACE X

GRUSSENDORF x

HURLBERT x

LINDAUER : /

MARTIN

WARD *

ZHAROFF X

TOTAL C 0 5



HOUSE FINANCE COMMITTEE

MEETING OF

SUBJECT j Y  V ~ L ^ -

MEMBER YES NO

ADAMS y ”

HEiTTSWOREH V

DUNCAN X

FRITZ X

FURNACE x

GRUSSENDORF V

HURLBERT
\ /
A./

LINDAUER
Y/\

MARTIN X

WARD X

ZHAROFF
• \ /  

A

TOTAL | ■ I'D



HOUSE FINANCE COMMITTEE

MEETING OF

subject Z 7 \? t s  Ci w  n

^  +*=• n

MEMBER YES NO

ADAMS V

HETTISWORTH V

DUNCAN V

FRITZ y

FURNACE X

GRUSSENDORF X

HURLBERT

LINDAUER X

MARTIN X

WARD X

ZHAROFF X

TOTAL u 5

7  / ^ s c S



MEETING OF

S U B J E C T  - i t  [ 5

M E M B E R Y E S N O

A D A M S X

HLTJLTSWOKIH X

D U N C A N *

F R I T Z X

F U R N A C E X

G R U S S E N D O R F X

H U R L B E R T y

L I N D A U E R X

M A R T I N y

W A R D X

Z H A R O F F y

T O T A L Q ?



•,v. ' ' '■ : ■. ' ' ■

H O U S E  F I N A N C E  C O M M I T T E E

S U B J E C T  ^  \  \

M E M B E R Y E S N O

A D A M S X

B E T H S W O R T H X

D U N C A N N C

F R I T Z X

F U R N A C E Y

G R U S S E N D O R F X

H U R L B E R T /

L I N D A U E R x

M A R T I N

W A R D X

Z H A R O F F X

T O T A L b



II

H O U S E  F I N A N C E  C O M M I T T E E

M E E T I N G  O F

S U B J E C T  -=tt- [ O

M E M B E R Y E S N O

A D A M S X
H E T T I S W O R I H X

D U N C A N X
F R I T Z X

F U R N A C E X

G R U S S E N D O R F X

H U R L B E R T Y

L I N D A U E R Y
M A R T I N Y

W A R D X

Z H A R O F F Y
T O T A L X X

J  F h s ' 3  c - 3



HOUSE FINANCE COMMITTEE

MEETING OF

S U B J E C T  3  V -  V\

M E M B E R Y E S N O

A D A M S x

HETJLTSTORTH y

D U N C A N y

F R I T Z y

F U R N A C E x

G R U S S E N D O R F y

H U R L B E R T y

L I N D A U E R x

M A R T I N Y
—

W A R D Y

Z H A R O F F x

T O T A L
- i

1



>

H O U SE  F IN A N C E  C O M M IT T E E

MEETING OF

SUBJECT p  Z — / I 5' 3---  .... j

MEMBER YES NO

ADAMS

BETITSWORTH Vf
DUNCAN y :

FRITZ y

FURNACE y

GRUSSENDORF ■ y

HURLBERT y

LINDAUER y

MARTIN y

WARD

ZHAROFF

TOTAL iO \



Rep. Bo b  B e t t i s w o r t h  

C S  f o r  H B  5 1 2  (Finance)

S i g n i f i c a n t  D i f f e r e n c e s  B e t w e e n  4 / 2 8 / 8 4  D r a f t  A n d  5 / 1 / 8 4  D r a f t

„1. T h e  t i t l e  is c h a n g e d  b a c k  t o  a  m u c h  b r o a d e r  v e r s i o n .  ~

2. T h e  C o r p o r a t i o n  is n o w  h o u s e d  w i t h i n  t h e  D e p a r t m e n t  o f  C o m m e r c e  an d

E c o n o m i c  D e v e l o p m e n t  u n t i l  a c o n s t i t u t i o n a l  a m e n d m e n t  r e m o v e s  it. (Page

3, L i n e  9)

3. C o m m i s s i o n e r s  o f  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

a n d  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  ar e  o n  t h e  B o a r d  

a n d  r e m a i n  o h  t h e  B o a r d  e v e n  a f t e r  a c o n s t i t u t i o n a l  a m e n d m e n t .  (Page 3, 

L i n e  16) _ '*

4. T h e  B o a r d  s h a l l  c o n t a i n  at l e a s t  t w o  m e m b e r s  f r o m  e a c h  J u d i c i a l  

D i s t r i c t  s e r v e d  d i r e c t l y  b y  t h e  R a i l r o a d .  (Page 3, L i n e  22)

i
5. P u b l i c  " c o n s u m e r "  is r e m o v e d  f r o m  th e  Board.

6. A n  e m p l o y e e  w h o  is a m e m b e r  o f  a b a r g a i n i n g  u n i t  r e p r e s e n t i n g  

e m p l o y e e s  o f  t h e  C o r p o r a t i o n  is r e m o v e d’ f r o m  the Board.

7. T h e  C h i e f  E x e c u t i v e  O f f i c e r  is r e m o v e d  f r o m  the Board.

8. M a l f e a s a n c e  a n d  m i s f e a s a n c e  a r e  a d d e d  as g r o u n d s  f o r  the G o v e r n o r  to 

r e m o v e  a B o a r d  m e m b e r .  (Page 4, L i n e  26)

9. D e l e g a t i o n  o f ' B o a r d  p o w e r s  t o  t h e  C h i e f  E x e c u t i v e  is c h a n g e d  f r o m  

‘’sh a l l  d e l e g a t e " t o * m a y  d e l e g a t e d  (Page 5, L i n e  26)

10. A c c o u n t i n g  a n d  a u d i t i n g  p r o c e d u r e s  a r e  r e q u i r e d  to c o m p l y  w i t h  ICC 

s t a n d a r d s  f o r  C l a s s  I R ai l r o a d s .  (Page 6, L i n e  15 a n d  P a g e  17, L i n e  25)

*.11. R e q u i r e m e n t  t h a t  a l l  c o m p l a i n t s  a n d  s u g g e s t i o n s  r e c e i v e d  b e  

r e s p o n d e d  t o  in t h e  a n n u a l  r e p o r t  is r e m o v e d .  (Page 17, L i n e  22)

12. .Audit s e c t i o n  is c h a n g e d  t o  r e q u i r e  th e  p e r f o r m a n c e  a u d i t  t o  b e  

• c o n d u c t e d  b y  a r e c o g n i z e d  r a i l r o a d  m a n a g e m e n t  expe r t.  (Page 18, L i n e  

27)



13. L e g i s l a t i v e  a p p r o v a l  b y  l a w  is r e q u i r e d  b e f o r e  the R a i l r o a d  

C o r p o r a t i o n  may:

a. C o n v e y  t h e  C o r p o r a t i o n ' s  e n t i r e  i n t e r e s t  in land.

b. I s s u e  s e c u r i t i e s ,  b o n d s  o r  c o n t r a c t s  i n  an a m o u n t  e x c e e d i n g  

$ 5 , 0 0 0 , 0 0 0 . 0 0 .

c. E x t e n d  the R a i l r o a d  b y  m o r e  t h a n  25 m i l e s  or  5 p e r c e n t .

14. T h e  p r o v i s i o n  r e q u i r i n g  t h e  c o n c u r r e n c e  o f  the G o v e r n o r . b e f o r e  the 

_ C o r p o r a t i o n  m a y  r e q u e s t  d i r e c t  a p p r o p r i a t i o n s  f r o m  the L e g i s l a t u r e  is

r e m o v e d .  (Page 26, L i n e  18)

15. A  p r o v i s i o n  is a d d e d  a l l o w i n g  t h e  G o v e r n o r  t o  r e q u i r e  t h e  B o a r d  to

n e g o t i a t e  f o r  sale o f  t h e  Rai l r o a d .  (Page 45, L i n e  16)

16. P o s i t i v e  a c t i o n  b y  t h e  G o v e r n o r  w i t h i n  120 d a y s  is r e q u i r e d  (instead

o f  n o  a c t i o n } t o  d i s a p p r o v e  s a l e  o f  t h e  R a i l r o ad .  (Page 49, L i n e  5)

17. P o s i t i v e  a c t i o n  b y  t h e  L e g i s l a t u r e  w i t h i n  45 d a y s  is r e q u i r e d  

^ i n s t e a d  o f  n o  a c t i o n ) t o  d i s a p p r o v e  a n y  p r o p o s e d  sale o f  th e  Ra i l r o a d .

(Page 49,. L i n e  12)

18. T h e  r e q u i r e m e n t  fo r  s u b m i s s i o n  o f  a r e p o r t  o n  o p e r a t i o n a l  

a l t e r n a t i v e s  is c h a n g e d  f r o m  f i v e  y e a r s  a f t e r  t h e  d a t e  o f  t r a n s f e r  to 

t w o  y e a r s  a f t e r  th e date..of t r a n s f e r .  (Page 49, L i n e  21)

19. T h e  e f f e c t i v e  d a t e  is c h a n g e d  t o  i m m e d i a t e  (except fo r  t h e  s e c t i o n  

r e m o v i n g  th e  R a i l r o a d  C o r p o r a t i o n  fo r  th e  D e p a r t m e n t  o f  C o m m e r c e  an d  

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

a m e n d m e n t ) .  (Page.50, L i n e  7)
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S e n a t e  

G t a t n m f t t e s  n n  ( S r a n a j r o r t a t t m i

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  

S t a f f  A n a l y s i s  

C S  f o r  S e n a t e  B i l l  N o .  3 5 2  ( T r a n s p o r t a t i o n )

with italicized reference to major differences found in 
CS for House Bill No. 512 (Transportation)

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

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

t i t l e .

T h e  s t a t u t e s  a r e :

A S  1 9  -  T i t l e  1 9  i s  t h e  s t a t u t e  w h i c h  s e t s  o u t  t h e  d u t i e s  o f  s t a t e  

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

A S  2 3 . 4 0  -  C h a p t e r  4 0  d e a l s  w i t h  t h e  r e l a t i o n s h i p  b e t w e e n  s t a t e  

e n t i t i e s  a n d  l a b o r  o r g a n i z a t i o n s .  B u t  s e e  A r t i c l e  8  o f  t h i s  

l e g i s l a t i o n  f o r  P e r s o n n e l  a n d  L a b o r  R e l a t i o n s  p r o v i s i o n s .

A S  3 0 . 1 5  -  C h a p t e r  1 5  i s  c o n c e r n e d  w i t h  s t a t e  p a r t i c i p a t i o n  i n  p o r t  

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

A S  3 5  -  T i t l e  3 5  s e t s  o u t  t h e  d u t i e s  a n d  p o w e r s  o f  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  w i t h  r e g a r d  t o  p u b l i c  

f a c i l i t i e s .

A S  3 7 . 0 5  -  C h a p t e r  0 5  i s  t h e  F i s c a l  P r o c e d u r e s  A c t .  F o r  p r o v i s i o n s  

i n  t h i s  l e g i s l a t i o n  w h i c h  r e p l a c e  s i m i l a r  p r o v i s i o n s  i n  t h e  F i s c a l  

P r o c e d u r e s  A c t  s e e  S e c t i o n  1 ,  3 ( A )  a n d  ( F ) ;  4 2 . 4 0 . 1 0 0 ( 1 )  a n d  ( 3 ) ;  

4 2 . 4 0 . 1 2 0 ( b ) ( 4 ) ,  ( C ) ( 1 1 ) ;  4 2 . 4 0 . 2 6 0 ;  4 2 . 4 0 . 2 7 0 .

M a r c h  2 9 ,  1 9 8 4

T i t l e

A S  3 7 . 0 7  -  C h a p t e r  0 7  c o n t a i n s  t h e  E x e c u t i v e  B u d g e t  A c t .  F o r  

s i m i l a r  p r o v i s i o n s  i n  t h i s  l e g i s l a t i o n  s e e  4 2 . 4 0 . 2 6 0 ;  a n d  4 2 . 4 0 . 2 7 0



A S  3 7 . 1 0 . 0 1 0  - 3 7 . 1 0 . 0 6 0  -  G i v e  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

d u t i e s  r e l a t e d  t o  P u b l i c  F u n d s .

A S  3 7 . 1 0 . 0 8 5  p r o h i b i t s  f i n a n c i a l  a i d  t o  c o r p o r a t i o n s  b y  s t a t e  o r  

p o l i t i c a l  s u b d i v i s i o n s .

A S  3 7 . 2 0  s e t s  o u t  a  m e t h o d  f o r  t h e  s t a t e  t o  r e c e i v e  f e d e r a l  p r o ­

p e r t y .  S e c .  4 2 . 4 0 . 3 6 0 ;  4 2 . 4 0 . 4 2 0  a n d  4 2 . 4 0 . 4 4 0  f o r  c o m p a r a b l e  

p r o v i s i o n s .

A S  3 7 . 2 5  i s  t h e  m i s c e l l a n e o u s  p r o v i s i o n s  o f  t h e  p u b l i c  f i n a n c e  

t i t l e .

A S  3 8  -  T i t l e  3 8  i s  t h e  P u b l i c  L a n d s  s t a t u t e .  F o r  s i m i l a r  p r o v i ­

s i o n s  s e e  4 2 . 4 0 . 3 5 0 ;  4 2 . 4 0 . 3 6 0 ;  4 2 . 4 0 . 3 7 0 ;  4 2 . 4 0 . 3 8 0 ;  4 2 . 4 0 . 3 9 0 ;  

4 2 . 4 0 . 4 0 0 ;  4 2 . 4 0 . 4 1 0 ;  4 2 . 4 0 . 4 2 0  a n d  4 2 . 4 0 . 4 3 0 .

A S  3 9  -  T i t l e  3 9  i s  t h e  p u b l i c  o f f i c e r  a n d  e m p l o y e e s  s t a t u t e .  S e e  

s e c t i o n s  1 1 2 . 4 0 . 0 2 0 ;  4 2 . 4 0 . 0 3 0 ;  4 2 . 4 0 . 0 4 0 ;  ( s e e  a l s o  S e c t i o n s

3 , 4 , 5 , a n d  6 ) ;  4 2 . 4 0 . 0 5 0 ;  4 2 . 4 0 . 0 6 0  a n d  I r t i c l e  8  o f  t h i s  A c t .

A S  4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 3 2 0  - i s  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 s  A c t .

B u t  s e e  4 2 . 4 0 . 1 5 0 ;  4 2 . 4 0 . 1 6 0 ;  4 2 . 4 0 . 1 7 0 ;  4 2 . 4 0 . 1 8 0 ;  ( s e e  a l s o  

S e c t i o n  8 ) ;  4 2 . 4 0 . 2 0 0 ;  4 2 . 4 0 . 2 1 0 ;  4 2 . 4 0 . 2 2 0  f o r  s i m i l a r  p r o v i s i o n s  

c o n t a i n e d  i n  t h i s  A c t .

* S e c t i o n  1 T h i s  i s  a s t a t e m e n t  o f  l e g i s l a t i v e  f i n d i n g s  a n d  p u r p o s e .  I n

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

o f  t h e  s t a t e  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  m a y  c e a s e  t o  b e  a n  o p t i o n  

w i t h o u t  s t a t e  a c t i o n .  I t  a l s o  s t a t e s  t h a t  t h e  r a i l r o a d  i s  n e c e s s a r y  f o r  

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

s t a t e  t r a n s p o r t a t i o n  n e t w o r k .  I n  ( b )  t h e  p u r p o s e  o f  t h e  A c t  i s  s t a t e d  

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

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

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

I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n ,  w i l l  h a v e  t h e  a b i l i t y  t o  i s s u e  t a x  

e x e m p t  o b l i g a t i o n s ,  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  o n  a  s e l f - s u s t a i n i n g  

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

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

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

b o r r o w i n g  c a p a c i t y .  I t  i s  a l s o  c h a r g e d  w i t h  p r o t e c t i n g  t h e  r a i l r o a d  

u t i l i t y  c o r r i d o r .

^ S e c t i o n  2 

S e c t i o n  4 ? . 4 0 . 0 1 0

T h e  A l a s k a  R a i l r o a d  i s  e s t a b l i s h e d  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  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .  H o w e v e r ,  S e c t i o n  3 

w o u l d  r e m o v e  t h e  c o r p o r a t i o n  f r o m  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E~co~- 

n o m i c  D e v e l o p m e n t  i f  t h e  C o n s t i t u t i o n a l  A m e n d m e n t  p a s s e s T



P a g e  3

S e c t i o n  4 2 . 4 0 . 0 2 0

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

C o m m i s s i o n e r  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  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 f  t h e  C o r p o r a t i o n  a n d  o n e  a p p o i n t e d  m e m b e r  w h o  i s  a  r e p r e s e n ­

t a t i v e  o f  t h e  c o r p o r a t i o n ' s  o r g a n i z e d  l a b o r .  I n  a d d i t i o n ,  t h e r e  a r e  s i x  

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

m e m b e r s  m u s t  h a v e  1 0  y e a r s  e x p e r i e n c e  a n d  o n e  s h a l l  h a v e  b e e n  a n  e x e c u ­

t i v e  o f f i c i a l  o f  a  U . S .  r a i l r o a d .  E x c e p t  f o r  t h e  t w o  p u b l i c  m e m b e r s  

j u s t  m e n t i o n e d ,  a l l  p u b l i c  m e m b e r s  m u s t  b e  r e g i s t e r e d  A l a s k a n  v o t e r s .  

W i t h  t h e  e x c e p t i o n  o f  t h e  C o m m i s s i o n e r  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p ­

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

t h e  m a j o r i t y  o f  t h e  m e m b e r s  o f  e a c h  h o u s e  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 .

H o w e v e r ,  s e e  S e c t i o n  4  w h e r e  4 2 . 4 0 . 0 2 0  i s  a m e n d e d  i f  t h e  C o n s t i t u t i o n a l  

A m e n d m e n t  p a s s e s .  U n d e r  t h i s  a m e n d m e n t  t h e  C o m m i s s i o n e r  o f  C o m m e r c e ~ a i T d  

E c o n o m i c  D e v e l o p m e n t  i s  r e m o v e d  f r o m  t h e  b o a r d  a n d  t h e  b o a r d  i s  i n -  

c r e a s e d  t o  e i g h t  a p p o i n t e d  m e m b e r s ?

The House version, [CSHB 512(Trsp)], is slightly different in that 
it gives the governor more discretion in naming public members to 
the board. In the Senate Bill the two railroad experts are manda­
tory members but in the House version they are optional. In 
addition, the Senate Bill requires all members of the board, except 
for the railroad experts, to be registered voters but in the House 
Bill the two non-registered voters may be any two of the seven 
public members. The House Bill also differs slightly in its 
description of the work experience requirements of board members.
It allows work experience i f  it relates to fields relevant to this 
Act while the Senate Bill just requires five years of business 
experience. The Senate requirement is limited to business experi­
ence in Alaska while the House does not have a similar limitation.

S e c t i o n  4 2 . 4 0 . 0 3 0  A l l  m e m b e r s  r e q u i r e d  t o  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  s e r v e  f o r  s t a g g e r e d  f i v e  y e a r  t e r m s  a n d  s e r v e  a t  t h e  p l e a s u r e  o f  

t h e  G o v e r n o r .  S e c t i o n  1 0  s e t s  u p  h o w  t h e  f i r s t  b o a r d  o f  d i r e c t o r s  w i l l  

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

H o w e v e r ,  s e e  S e c t i o n  6  a n d  S e c t i o n  7  w h i c h  a m e n d  4 2 . 4 0 . 0 3 0  i f  t h e  

C o n s t i t u t i o n a l  A m e n d m e n t  p a s s e s .  U n d e r  t h e s e  a m e n d m e n t s  a b o a r d  m e m b e r  

c o u l d  b e  r e m o v e d  o n l y  f o r  c a u s e .

S e c t i o n  4 2 . 4 0 . 0 4 0  A  v a c a n c y  o n  t h e  b o a r d  i s  f i l l e d  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 .  D e s p i t e  a v a c a n c y

t h e  b o a r d  m a y  e x e r c i s e  i t s  p o w e r  i f  i t  h a s  a  q u o r u m  o f  m e m b e r s .

S e c t i o n  4 2 . 4 0 . 0 5 0  A n  a p p o i n t e d  m e m b e r  o f  t h e  b o a r d  r e c e i v e d  $ 2 5 0  f o r  

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

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

t i o n ,  h e  i s  e n t i t l e d  t o  p e r  d i e m  a n d  t r a v e l  e x p e n s e s .

The House Bill, [CSHB 512(Trsp)], provides for a $400 per day
compensation rate.



S e c .  4 2 . 4 0 . 0 6 0  T h e  b o a r d  i s  t o  e l e c t  a c h a i r m a n  a n d  v i c e - c h a i r m a n  f r o m  

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

S e c t i o n  4 2 . 4 0 . 1 0 0  -  T h e  b o a r d  i s  t o  m a n a g e  t h e  c o r p o r a t i o n  a c c o r d i n g  t o  

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

g e n e r a l l y  s e l f - s u s t a i n i n g ,  s u b j e c t  t o  t h e  I C C  c o n s i s t e n t  w i t h  t h e  

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

i s  p r o v i d e d  w h i c h  i s  n o t  s e l f - s u s t a i n i n g .  I n  a d d i t i o n ,  t h e  b o a r d  i s  

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

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

The House Bill, [CSHB S12(Trsp)], does not include the provision 
requiring the corporation to apply for an appropriation i f  it 
provides a service which is not self sustaining.

S e c t i o n  4 2 . 4 0 . 1 1 0  J h e  b o a r d  a p p o i n t s  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 f  t h e  

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

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

e x e c u t i v e  o f f i c e r s  a p p o i n t e d  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  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 .

The House Bill, [CSHB 512(Trsp)], requires that the hoard approve 
all executive officers appointed by the Chief Executive Officer.

S e c t i o n  4 2 . 4 0 . 1 2 0  B y  r u l e  t h e  b o a r d  d e l e g a t e s  d u t i e s  n e c e s s a r y  f o r  t h e  

m a n a g e m e n t  o f  d a i l y  a f f a i r s  o f  t h e  c o r p o r 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 .  W i t h i n  6 0  d a y s  a f t e r  i t  i s  e s t a b l i s h e d ,  t h e  b o a r d  m u s t  d e l e ­

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

a r e  d e l e g a t e d  b u t  r e q u i r e  s p e c i f i c  b o a r d  a p p r o v a l  f o r  f i n a l  a c t i o n .

In addition to the delegated activities which require board 
approval found in the Senate version3 the House Bill, [CSHB 
512(Trsp)], requires specific board approval to begin capital 
projects with an estimated completion cost of $500,000 or on 
estimated completion time of more than one year.

S e c t i o n  4 2 . 4 0 . 1 5 0  M e e t i n g s  o f  t h e  b o a r d  a r e  p u b l i c  w i t h  t h e  e x c e p t i o n  

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

m e e t i n g s  s h a l l  b e  g i v e n .  T h e  b o a r d  i s  r e q u i r e d  t o  k e e p  m i n u t e s  o f  t h e  

m e e t i n g s .

In addition to the requirement that minutes be kept of the meetings 
the House Bill, [CSHB 512(Trsp)], requires that a certified copy of 
the public portion of the minutes of each meeting be sent to the 
governor and the legislature.

S e c t i o n  4 2 . 4 0 . 1 6 0  A  q u o r u m  i s  e s t a b l i s h e d  a s  f i v e  a n d  a n  a f f i r m a t i v e  

a c t i o n  b y  t h e  b o a r d  a'i so r e q u i r e s  f i v e  v o t e s .  T h e  b o a r d  m a y  c o n f e r  a n d  

v o t e  b y  t e l e c o n f e r e n c i n g  b u t  m a y  n o t  v o t e  b y  p r o x y .

S e c t i o n  4 2 . 4 0 . 1 7 0  E x e c u t i v e  s e s s i o n s  a r e  l i m i t e d  t o  m a t t e r s  l i s t e d  a n d  

m u s t  b e  c a l l e d  b y  a  m a j o r i t y  v o t e .  N o  a c t i o n  m a y  b e  t a k e n  a t  a n



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

m o t i o n  o r  a n  a u x i l i a r y  s u b j e c t .

In the House Bill3 [CSHB 512 (Trsp)]3 the list of subjects to be 
covered in an executive session is more general in nature than the 
list in the Senate Bill. In addition, the list is permissive 
rather than an exclusive list. There is no majority vote require­
ment to call an executive session nor is there a prohibition 
against taking action in an executive session. There is no rest­
riction to discuss only the topic contained in the motion.

S e c t i o n  4 2 . 4 0 . 1 8 0  T h e  b o a r d  i s  t o  a d o p t  r u l e s  t o  c a r r y  o u t  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 t  i s  r e q u i r e d  t o  g i v e  p u b l i c  n o t i c e  1 5  d a y s  b e f o r e  i t  

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

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

r e q u e s t i n g  n o t i c e .  E v e r y  i n t e r e s t e d  p a r t y  m u s t  b e  g i v e n  o n e  h o u r  t o  

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

B u t  s e e  S e c t i o n  8  w h i c h  r e p e a l s  t h e  r u l e  m a k i n g  p r o c e d u r e  i f  t h e  C o n s t i ­

t u t i o n a l  A m e n d m e n t  p a s s e s .  I n  i t s  p l a c e ,  t h e  n e w  s e c t i o n  w o u l d  g i v e  a l l  

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

The House Bill [CSHB 512 (Trsp)]3 leaves the development of a 
procedure for providing notice and an opportunity to testify up to 
the board. It shall establish this procedure within 90 days after 
its first meeting. The hoard is also given the responsibility of 
developing an emergency rule making procedure but the 90 day rule 
does not apply to the development of this procedure.

S e c t i o n  4 2 . 4 0 . 1 9 0  T h e  b o a r d  i s  r e q u i r e d  t o  s e t  u p  a  p r o c e s s  f o r  a d o p ­

t i n g  e m e r g e n c y  r u l e s .  E m e r g e n c y  r u l e s  a r e  t o  b e  l i m i t e d  t o  s i t u a t i o n s  

w h e r e  t h e y  a r e  n e c e s s a r y  f o r  t h e  o r d e r l y  o p e r a t i o n  o f  t h e  c o r p o r a t i o n ' s  

f a c i l i t i e s  o r  p r o g r a m s .  T h e  r e q u i r e m e n t s  o f  4 2 . 4 0 . 1 8 0  n e e d  n o t  b e  

f o l l o w e d  b u t  w i t h i n  1 0  d a y s  p u b l i c  n o t i c e  i s  t o  b e  g i v e n  o f  t h e  a c t i o n .  

R u l e s  a d o p t e d  u n d e r  t h i s  s e c t i o n  r e m a i n  i n  e f f e c t  f o r  n o  m o r e  t h a n  1 2 0  

d a y s  u n l e s s  t h e  p r o c e d u r e s  o f  4 2 . 4 0 . 1 8 0  a r e  f o l l o w e d .

The House Bill3 [CSHB 512(Trsp)]3 has no similar restrictions or 
requirements for emergency rules. In the preceding section3 the 
board is given full authority to set up a procedure for adopting 
emergency rules hut the question of what topics may he covered by 
the emergency rules is not addressed.

S e c t i o n  4 2 . 4 0 . 2 0 0  S e t s  u p  a  p r o c e d u r e  f o r  c h a l l e n g i n g  a  r u l e  a d o p t e d  

u n d e r  4 2 . 4 0 . 1 8 0 ( a )  a n d  4 2 . 4 0 . 1 9 0 ( a )  b u t  r e s t r i c t s  t h e  a b i l i t y  t o  d e c l a r e  

a r u l e  i n v a l i d  f o r  p r o c e d u r a l  d e f i c i e n c y .

The House Bill3 [CSHB 512(Trsp)]3 has no similar provision.
S e c t i o n  4 2 . 4 0 . 2 1 0  T h e  b o a r d  m a y ,  b y  r e s o l u t i o n ,  a d o p t  t h e  e x i s t i n g  

r u l e s  w i t h o u t  f o l l o w i n g  t h e  r u l e  m a k i n g  p r o c e d u r e  o f  4 2 . 4 0 . 1 8 0 .

The rules adopted by resolution may not he inconsistent with this 
chapter or other state law. The House Bill also contains a



P a g e  6

provision whereby the substance of previous federal rules may be 
adopted however the operative effect of this provision is unclear.

S e c t i o n  4 2 . 4 0 . 2 2 0  R e c o r d s  o f  t h e  c o r p o r a t i o n  a r e  o p e n  t o  p u b l i c  i n s p e c -  

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

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

The House Bill3 [CSHB 512 (Trsp)]3 requires that the board must bu 
rule identify the records as confidential before they are withheld 
from the p-ublic.
Special Note: The House Bill3 [CSHB 512 (Trsp)]3 contains a
provision on conflict of interest. No similar provision is con­
tained in the Senate Bill. The conflict of interest section in the 
Rouse Bill3 42.40.2103 says a board member or executive officer may 
not participate in a decision of the corporation i f  he3 or an 
immediate family member3 has an interest unless their interest is 
remote. Interest and remote are defined and a procedure is set out 
for situations where the application of the section is not clear.
In addition3 the board shall adopt rules to further define conflict 
of interest and ethical rules 120 days after its first meeting.

S e c t i o n  4 2 . 4 0 . 2 5 0  I n  a d d i t i o n  t o  o t h e r  p o w e r s  a u t h o r i z e d  b y  l a w ,  t h e  

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

s e c t i o n .

In addition to slight drafting changes found in numbers (10)} (11)3 
(19) and (20) the House Bill3 [CSHB 512 (Trsp)]3 contains two 
additional powers. Number (27) of the House Bill provides the 
power to own subsidiary companies or enter into agreements where 
part ovmership or a similar interest in another corporation is part 
of the agreement. Number (28)3 of the House Bill seems to allow 
additional railroad activity which could technically be beyond the 
powers to extend the current railroad facility.
Special Note: The House Bill3 [CSHB 512(Trsp)]3 contains a section
requiring an oversight report to the governor and the legislature 
before certain action is taken (Sec. 42.40.280). The Senate Bill 
contains no similar provision.

S e c t i o n  4 2 . 4 0 . 2 6 0  A  r e p o r t  d e s c r i b i n g  t h e  o p e r a t i o n  a n d  f i n a n c i a l  

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

r a i l r o a d  s h a l l  b e  d i s t r i b u t e d  t o  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 u r e  w i t h i n  

9 0  d a y s  a f t e r  t h e  f i s c a l  y e a r  e n d s .

The Reuse Bill, [CSHB 512 (Trsp)]3 also includes a provision that 
the report may include suggestions for legislation relating to the 
structure, powers or duties of the corporation or to operate 
facilities of the corporation.

S e c t i o n  4 2 . 4 0 . 2 7 0  T h e  b o a r d  m u s t  h a v e  t h e  r e c o r d s  o f  t h e  c o r p o r a t i o n  

a u d i t e d  a n n u a l l y .  C o r p o r a t i o n  r e c o r d s  w i l l  b e  m a d e  a v a i l a b l e  t o  a n  

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



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

c o n d u c t e d  b y  a  r e c o g n i z e d  r a i l r o a d  m a n a g e m e n t  e x p e r t .

In the House Billy [CSHB 512 (Trsp)] 3 the performance audit is to 
be conducted by a qualified professional performance auditing firm 
rather than a railroad management expert as provided in the Senate 
Bill.

S e c t i o n  4 2 . 4 0 . 2 8 0  T h e  b o a r d  m u s t  a d o p t  a  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  

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

u p d a t e d  a n n u a l l y .  C o p i e s  o f  t h e  u p d a t e d  p l a n  a r e  t o  b e  p r o v i d e d  t o  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 u r e  b y  D e c e m b e r  1 o f  e a c h  y e a r .

The House Billy [CSHB 512 (Trsp)]3 requires separate reports for 
each subject area. In addition, the board is required to consult 
with other state agencies when they develop the plans i f  another 
state agency is affected by their plans.

S e c t i o n  4 2 . 4 0 . 3 2 0  T h e  c o r p o r a t i o n  m a y  n o t  i s s u e  s t o c k ,  p a y  d i v i d e n d s ,  

m a k e  p r i v a t e  d i s t r i b u t i o n s  o f  a s s e t s ,  m a k e  l o a n s  t o  b o a r d  m e m b e r s  o r  

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

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

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

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

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

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

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

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

S e c t i o n  4 2 . 4 0 . 3 5 0  L a n d  a c q u i r e d  b y  t h e  c o r p o r a t i o n  i s  u n d e r  t h e  c o n t r o l  

o f  t h e  c o r p o r a t i o n .  R a i l r o a d  r i g h t s - o f - w a y  o r  e a s e m e n t s  a r e  r a i l r o a d  

u t i l i t y  c o r r i d o r s .  L a n d  o t h e r  t h a n  r i g h t - o f - w a y  o r  e a s e m e n t s  i s  r a i l  

l a n d .  F u t u r e  r a i l r o a d  u t i l i t y  c o r r i d o r s  m u s t  b e  a t  l e a s t  1 0 0  f e e t  w i d e  

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

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

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

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

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

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

The House Billy [CSHB 512(Trsp)]3 requires legislative approval for 
sale of rail land.

S e c t i o n  4 2 . 4 0 . 3 6 0  T h e  b o a r d  m a y  n o m i n a t e  f e d e r a l  l a n d  f o r  s t a t e  s e l e c -  

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

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

I n  a d d i t i o n ,  t h e  b o a r d  m a y  r e q u e s t  a n y  s t a t e  l a n d  f r o m  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 .  U p o n  r e c e i p t  o f  t h e  w r i t t e n  r e q u e s t  t h e  C o m m i s s i o n e r  

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

r a i l r o a d ' s  n a m e  f o r  1 8 0  d a y s .

S e c t i o n  4 2 . 4 0 . 3 7 0  W h e n  t h e  r a i l r o a d  r e q u e s t s  s t a t e  l a n d  u n d e r  t h e  

p r e c e d i n g  s e c t i o n  t h e  C o m m i s s i o n e r  h a s  9 0  d a y s  t o  r e p l y  i n  w r i t i n g



w h e t h e r  o r  n o  t h e  r e q u e s t  h a s  b e e n  d e n i e d ,  d e n i e d  i n  p a r t  o r  i f  t h e  

r e q u e s t  h a s  b e e n  g r a n t e d .  A  c o n v e y a n c e  u n d e r  t h i s  s e c t i o n  m a y  b e  f o r  

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

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

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

c o r p o r a t i o n ' s  p u r p o s e s .

The House Bill3 [CSHB 512 (Trsp)]3 does not contain a provision 
allowing transfer to the corporation for less than fair market 
value.

S e c t i o n  4 2 . 4 0 . 3 8 0  T h e  c o r p o r a t i o n  i s  a u t h o r i z e d  t o  r e l o c a t e  r a i l  

f a c i l i t i e s  t o  s t a t e  l a n d  w h e n  a n  e m e r g e n c y  e x i s t s .  T h e  C h i e f  E x e c u t i v e  

O f f i c e r  m a k e s  t h e  d e t e r m i n a t i o n  t h a t  i t  i s  n e c e s s a r y  t o  r e l o c a t e  f o r  

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

i s  r e q u i r e d  t o  n o t i f y  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 .

The House Bill3 [CSHB 512 (Trsp)]3 does not require an emergency 
conditions rather it says simply that a physical condition must 
require relocation. However3 the House Bill requires concurrence 
of Department of natural Resources before the move.

S e c t i o n  4 2 . 4 0 . 3 9 0  T h e  b o a r d  m a y  d e v e l o p  r u l e s  g o v e r n i n g  l a n d  u s e d  b y  a

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

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

o t h e r  t r a n s a c t i o n .

No comparable provisions in the House Bill.
S e c t i o n  4 2 . 4 0 . 4 0 0  T h e  c o r p o r a t i o n  i s  a u t h o r i z e d  t o  e x e r c i s e  t h e  p o w e r

o f  e m i n e n t  d o m a i n  a n d  d e c l a r a t i o n  o f  t a k i n g .

S e c t i o n  4 2 . 4 0 . ^ 1 0  T h e  c o r p o r a t i o n  m a y  v a c a t e  l a n d  a c q u i r e d  f o r  r a i l r o a d  

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

S e c t i o n  4 2 . 4 0 . 4 2 0  T h e  c o r p o r a t i o n  m a y  a c q u i r e  i n t e r e s t s  i n  f e d e r a l  l a n d  

o n  i t s  o w n  b e h a l f .

S e c t i o n  4 2 . 4 0 . 4 3 0  T h e  c o r p o r a t i o n  m a y  a u t h o r i z e d  m u n i c i p a l  u s e  o f  r a i l  

l a n d .  I t  m a y  a l s o  a u t h o r i z e  a  w a l k w a y  o r  t r a i l  o n  t h e  u t i l i t y  c o r r i d o r  

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

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

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

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

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

The House Bill3 [CSHB 512(Trsp)]3 allows the granting of a right- 
of-way on any rail property for use of a pedestrian walkway or 
trail. It does not contain a provision protecting parallel uses of 
the railroad corridor nor does it state who shall determine when 
the municipality shall vacate the right-of-way i f  it interferes 
with rail use.
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S e c t i o n  4 2 . 4 0 . 4 4 0  T h e  c o r p o r a t i o n  m a y  a c q u i r e  s u r p l u s  p r o p e r t y  f r o m  

e i t h e r  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  s t a t e .

Special Note: The House Bill contains a provision requiring
compliance with state law i f  pesticides or herbicides are used by 
the corporation.

S e c t i o n  4 2 . 4 0 . 5 0 0  A  l i a b i l i t y  i n c u r r e d  b y  t h e  c o r p o r a t i o n  m a y  b e  

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

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 .

S e c t i o n  4 2 . 4 0 . 5 1 0  T h e  c o r p o r a t i o n  m u s t  o b t a i n  a  f i d e l i t y  b o n d  f o r  i t s  

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

S e c t i o n  4 2 . 4 0 . 5 2 0  T h e  c o r p o r a t i o n  i s  r e q u i r e d  t o  k e e p  i n  f o r c e  a l l  

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

a n y  p o t e n t i a l  l i a b i l i t y .  I t  m a y ,  h o w e v e r ,  p r o v i d e  f o r  c e r t a i n  s e l f -  

i n s u r a n c e  r e t e n t i o n s .

The corporation must provide public liability insurance under the 
House Bill. It is not authorized to self-insure.

S e c t i o n  4 2 . 4 0 . 5 3 0  R e v e n u e  g e n e r a t e d  b y  o r  a p p r o p r i a t e d  t o  t h e  c o r p o r a -  

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

t i o n .

S e c t i o n  4 2 . 4 0 . 5 4 0  W i t h  t h e  c o n c u r r e n c e  o f  t h e  g o v e r n o r ,  t h e  c o r p o r a t i o n  

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

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

c a p i t a l  i m p r o v e m e n t  p l a n s .

S e c t i o n  4 2 . 4 9 . 6 0 0  T h e  c o r p o r a t i o n  m a y  i s s u e  b o n d s  a n d  b o n d  a n t i c i p a t i o n  

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

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

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

t h e  b o a r d  a n d  s h a l l  m a t u r e  a t  t h e  t i m e ,  n o t  e x c e e d i n g  5 0  y e a r s  f r o m  

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

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

w e r e  o r i g i n a l l y  i s s u e d .  T h e r e  i s  a l s o  a l i s t  o f  m a n d a t o r y  r e q u i r e m e n t s  

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

Special Note: The House Bill3 [CSHB 512(Trsp)]3 sections on bonds
and notes is substantially different from the Senate version. 
However3 the powers, duties and obligations, of the corporations in 
relation to its ability to raise money through bonding ostensibly 
remains the same.

S e c t i o n  4 2 . 4 0 . 6 1 0  B o n d s  a n d  n o t e s  i s s u e d  b y  t h e  c o r p o r a t i o n  a r e  n e g o -  

t i a b l e  i n s t r u m e n t s .

S e c t i o n  4 2 . 4 0 . 6 2 0  B o n d s  a n d  n o t e s  i s s u e d  b y  t h e  c o r p o r a t i o n  a r e  s e c u r i -  

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

t i e s  m a y  i n v e s t  f u n d s .



S e c t i o n  4 2 . 4 0 . 6 3 0  P a y m e n t  o f  t h e  p r i n c i p a l  o r  i n t e r e s t  o n  l a n d s  m a y  b e  

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

S e c t i o n  4 2 . 4 0 . 6 4 0  T h i s  s e c t i o n  a u t h o r i z e s  t h e  b o a r d  t o  e n t e r  i n t o  

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

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

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

o r  n o t e s  m o r e  m a r k e t a b l e .

S e c t i o n  4 2 . 4 0 . 6 5 0  T h e  c o r p o r a t i o n  m a y  i s s u e  i n t e r i m  r e c e i p t s  o r  t e m p o ­

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

a n t i c i p a t i o n  n o t e s  o n c e  t h e y  h a v e  b e e n  e x e c u t e d .

S e c t i o n  4 2 . 4 0 . 6 6 0  T h e  c o r p o r a t i o n  m a y  i s s u e  r e f u n d i n g  b o n d s .  T h e y  m a y  

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

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

S e c t i o n  4 2 . 4 0 . 6 7 0  T h e  b o a r d  i s  r e q u i r e d  t o  r e t a i n  a  f i n a n c i a l  a d v i s o r  

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

s a l e .

f a c t i o n  4 2 . 4 0 . 6 8 0  T h e  s i g n a t u r e s  o f  c o r p o r a t i o n  o f f i c e r s  o n  b o n d s  o r  

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

c o r p o r a t i o n .

S e c t i o n  4 2 . 4 0 . 6 9 0  T h e  p l e d g e  o f  a s s e t s  o f  t h e  c o r p o r a t i o n  t o  t h e  

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

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

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

S e c t i o n  4 2 . 4 0 . 7 0 0  A  h o l d e r  o f  b o n d s  o r  n o t e s  o r  a t r u s t e e  m a y  e n f o r c e  

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

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

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

r e q u i r e d  b y  l a w  o 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 .

S e c t i o n  4 2 . 4 0 . 7 1 0  T h e  s t a t e  i s  n o t  l i a b l e  f o r  t h e  d e b t s  o f  t h e  c o r p o r a - 

t i o n .  B o n d s  a n d  n o t e s  j r e  p a y a b l e  s o l e l y  f r o m  t h e  r e v e n u e  o r  a s s e t s  o f  

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

f a i t h  a n d  c r e d i t  o f  t h e  s t a t e .  E a c h  b o n d  a n d  n o t  i s s u e d  b y  t h e  c o r p t / . a -  

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

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

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

p a y m e n t  o f  i t .

S e c t i o n  4 2 . 4 0 . 7 2 0  A n  o f f i c e r ,  b o a r d  m e m b e r ,  o r  e m p l o y e e  o f  t h e  c o r p o ­

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

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

S e c t i o n  4 2 . 4 0 . 7 5 0  E m p l o y e e s  o f  t h e  r a i l r o a d  a r e  e m p l o y e e s  o f  t h e  

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

n o t  a p p l y .
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S e c t i o n  4 2 . 4 0 . 7 6 0  T h e  p r o v i s i o n s  o f  t h e  P u b l i c  E m p l o y e e  R e l a t i o n s  A c t  

d o  n o t  a p p l y .  H o w e v e r ,  n o n - e x e c u t i v e  o f f i c i a l s  m a y  o r g a n i z e  a n d  e n g a g e  

i n  c o l l e c t i v e  b a r g a i n i n g .

S e c t i o n  4 2 . 4 0 . 7 7 0  T h e  b o a r d  o r  t h e  e m p l o y e e s  o r g a n i z a t i o n  m a y  r e q u e s t  

t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  t o  p a r t i c i p a t e  i n  t h e i r  c o n t r a c t  

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

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

The House Bill, [CSHB 512(Trsp)], provides that the Department of 
Administration may participate in labor negotiations without 
stating at whose invitation or i f  in fact they need to he invited 
to participate. In addition, the corporation is required to confer 
with the Department of Administration before entering into labor 
negotiations.

S e c t i o n  4 2 . 4 0 . 7 8 0  T h e r e  i s  c r e a t e d  a  r a i l r o a d  l a b o r  r e l a t i o n s  a g e n c y  

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

p e r f o r m  t h e  f u n c t i o n s  d e s c r i b e d  i n  A S  2 3 . 4 0 . 0 9 0  -  2 3 . 4 0 . 1 9 0  w h i c h  a r e  

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

s t a t e  e m p l o y e e s .

It should be noted that the House Bill, [CSHB 512(Trsp)J, has 
spelled out the provision of AS 23.40.090 - 23.40.190 rather than 
cite them as the Senate Bill does. Those provisions can be found 
in the House Bill at; 42.40.740 which is cited as AS 23.40.090 in 
the Senate Bill; 42.40.750 which is cited as AS 23.40.100 in the 
Senate Bill; 42.40.760 which is cited as AS 23.40.110 in the Senate 
Bill; 42.40.770 which is cited as AS 23.40.120 in the Senate Bill; 
42.40.780 which is cited as AS 23.40.130 in the Senate Bill;
42.40.790 which is cited as AS 23.40.140 in the Senate Bill;
42.40.800 which is cited as AS 23.40.150 in the Senate Bill;
42.40.810 which is cited as AS 23.40.160 in the Senate Bill;
42.40.820 which is cited as AS 23.40.170 in the Senate Bill;
42.40.830 which is cited as AS 23.40.180 in the Senate Bill; and
42.40.840 which is a slightly modified version of AS 23.40.190 
cited in the Senate Bill. The difference between the Senate cite 
and 42.40.840 is that the railroad labor relations agency acts on 
its own to initially name the mediator while the Senate cite allows 
one of the parties to request a mediator. In addition, the House 
version requires that the mediator be mutually agreeable to both 
parties and shall be chosen from a list of seven qualified media­
tors/arbitrators knowledgeable in railway labor agreements. The 
Senate cite has no similar provision.

S e c t i o n  4 2 . 4 0  7 9 0  R a i l r o a d  e m p l o y e r s  h a v e  a f u l l  r i g h t  t o  s t r i k e  i f  a 

c o l l e c t i v e  b a r g a i n i n g  u n i t  v o t e s  t o  d o  s o  b y  s e c r e t  b a l l o t .  H o w e v e r ,  

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

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

c l e a r l y  f a l l  u n d e r  2 3 . 4 0 . 2 0 0 ( a ) ( 3 )  w h i c h  a r e  c o m m o n l y  r e f e r r e d  t o  a s  

" c l a s s  3 "  e m p l o y e e s .

The House Bill has a substantial rewrite of this section. Basic­
ally the House has the employees somewhere between class 2



employees and class 1 employees (see AS 23.40.200). In the House 
version the employees are permitted to strike for a limited time 
and may be enjoined by a court of law at the request of the corpo­
ration. After being enjoined the dispute is automatically sent to 
binding arbitration. The arbitrator is the same person as was the 
original mediator chosen under 42.40.840.

S e c t i o n  4 2 . 4 0 . 8 0 0  P r o h i b i t s  u s e  o f  c o r p o r a t i o n  m o n e y ,  a s s e t s  o r  p r o -  

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

a f f e c t  t h e  c o r p o r a t i o n .  I t  p r o v i d e s  f o r  a  $ 5 0 0 0  p e n a l t y  f o r  v i o l a t i o n  

o f  t h i s  s e c t i o n .

The House Bill, [CSHB 512(Trsp)], has no similar provision.
S e c t i o n  4 2 . 4 0 . 8 1 0  P r o h i b i t s  r e q u i r i n g  o r  c o e r c i n g  e m p l o y e e s  t o  u n d e r -  

t a k e  a c t i v i t i e s ,  o r  r e s t r a i n  f r o m  a c t i v i t i e s ,  e x c e p t  a s  d i r e c t l y  r e l a t e d  

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

The House Bill3 [CSHB 512(Trsp)] has no similar provision.
Special Note: In addition to the provision found in the Senate
Bills the House Bill contains two additional provisionss 42.40.870 
arid 42.40.880. 42.40.870 allows the deduction of union dues from 
an employee 's wages, it should be noted that the power to make such 
an agreement exists under 42.40.760(b)(2) which is cited as AS 
23.40.110 under the Senate Bill. 42 40.880 proviaes for a reli­
gious exception from the payment of union dues.

S e c t i o n  4 2 . 4 0 . 9 0 0  C l a i m s  i n v o l v i n g  a c t i v i t i e s  o f  t h e  r a i l r o a d  s h a l l  b e  

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

r a t i o n  b o a r d  m e m b e r s  an'd e m p l o y e e s  h a v e  t h e  s a m e  i m m u n i t i e s  f r o m  l i a b i ­

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

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

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

a c t i o n .

S e c t i o n  4 2 . 4 0 . 9 1 0  T h e  p r o p e r t y  o f  t h e  c o r p o r a t i o n  a n d  i c s  a s s e t s  a r e  

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

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

S e c t i o n  4 2 . 4 0 . 9 2 0  T h e  c o r p o r a t i o n  i s  e x e m p t  f r o m  t h e  j u r i s d i c t i o n  o f  

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 .  I n  a d d i t i o n ,  i t  i s  e x e m p t  f r o m  

t h e  f o l l o w i n g  s t a t u t e s :

T h e  s t a t u t e s  a r e :

A S  1 9  - T i t l e  1 9  i s  t h e  s t a t u t e  w h i c h  s e t s  o u t  t h e  d u t i e s  o f  s t a t e  

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

A S  2 3 . 4 0  - C h a p t e r  4 0  d e a l s  w i t h  t h e  r e l a t i o n s h i p  b e t w e e n  s t a t e  

e n t i t i e s  a n d  l a b o r  o r g a n i z a t i o n s .  B u t  s e e  A r t i c l e  8  o f  t h i s  

l e g i s l a t i o n  f o r  P e r s o n n e l  a n d  L a b o r  R e l a t i o n s  p r o v i s i o n s .



A S  3 0 . 1 5  - C h a p t e r  1 5  i s  c o n c e r n e d  w i t h  s t a t e  p a r t i c i p a t i o n  i n  p o r t  

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

A S  3 5  -  T i t l e  3 5  s e t s  o u t  t h e  d u t i e s  a n d  p o w e r s  o f  D O T & P F  w i t h  

r e g a r d  t o  p u b l i c  f a c i l i t i e s .

A S  3 7 . 0 5  - C h a p t e r  0 5  i s  t h e  F i s c a l  P r o c e d u r e s  A c t .  F o r  p r o v i s i o n s  

i n  t h i s  l e g i s l a t i o n  w h i c h  r e p l a c e  s i m i l a r  p r o v i s i o n s  i n  t h e  F i s c a l  

P r o c e d u r e s  A c t  s e e  S e c t i o n  1 ,  3 ( A )  a n d  ( F ) ;  4 2 . 4 0 . 1 0 0 ( 1 )  a n d  ( 8 ) ;  

4 2 . 4 0 . 1 2 0 ( b ) ( 4 ) ,  ( C ) ( l l ) ;  4 2 . 4 0 . 2 6 0 ;  4 2 . 4 0 . 2 7 0 .

A S  3 7 . 0 7  - C h a p t e r  0 7  c o n t a i n s  t h e  E x e c u t i v e  B u d g e t  A c t .  F o r  

s i m i l a r  p r o v i s i o n s  i n  t h i s  l e g i s l a t i o n  s e e  4 2 . 4 0 . 2 6 0 ;  a n d  4 2 . 4 0 . 2 7 0  

a n d  4 2 . 4 0 . 2 8 0 .

A S  3 7 . 1 0 . 0 1 0  - 3 7 . 1 0 . 0 6 0  -  G i v e  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  

d u t i e s  r e l a t e d  t o  P u b l i c  F u n d s .

A S  3 7 . 1 0 . 0 8 5  p r o h i b i t s  f i n a n c i a l  a i d  t o  c o r p o r a t i o n s  b y  s t a t e  o r  

p o l i t i c a l  s u b d i v i s i o n s .

A S  3 7 . 2 0  s e t s  o u t  a  m e t h o d  f o r  t h e  s t a t e  t o  r e c e i v e  f e d e r a l  p r o ­

p e r t y .  S e c .  4 2 . 4 0 . 3 6 0 ;  4 2 . 4 0 . 4 2 0  a n d  4 2 . 4 0 . 4 4 0  f o r  c o m p a r a b l e  

p r o v i s i o n s .

A S  3 7 . 2 5  i s  t h e  m i s c e l l a n e o u s  p r o v i s i o n s  o f  t h e  p u b l i c  f i n a n c e  

t i t l e .

A S  3 8  -  T i t l e  3 8  i s  t h e  P u b l i c  L a n d s  s t a t u t e .  F o r  s i m i l a r  p r o v i ­

s i o n s  s e e  4 2 . 4 0 . 3 5 0 ;  4 2 . 4 0 . 3 6 0 ;  4 2 . 4 0 . 3 7 0 ;  4 2 . 4 0 . 3 8 0 ;  4 2 . 4 0 . 3 9 0 ;  

4 2 . 4 0 . 4 0 0 ;  4 2 . 4 0 . 4 1 0 ;  4 2 . 4 0 . 4 2 0  a n d  4 2 . 4 0 . 4 3 0 .

A S  3 9  - T i t l e  3 9  i s  t h e  p u b l i c  o f f i c e r  a n d  e m p l o y e e s  s t a t u t e .  S e e  

s e c t i o n s  1 1 2 . 4 0 . 0 2 0 ;  4 2 . 4 0 . 0 3 0 ;  4 2 . 4 0 . 0 4 0 ;  ( s e e  a l s o  S e c t i o n s

3 , 4 , 5 ,  a n d  6 ) ;  4 2 . 4 0 . 0 5 0 ;  4 2 . 4 0 . C 6 0  a n d  A r t i c l e  8  o f  t h i s  A c t .

A S  4 4 . 6 2 . 0 4 0  -  4 4 . 6 2 . 3 2 0  - i s  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 s  A c t .

B u t  s e e  4 2 . 4 0 . 1 5 0 ;  4 2 . 4 0 . 1 6 0 ;  4 2 . 4 0 . 1 7 0 ;  4 2 . 4 0 . 1 8 0 ;  ( s e e  a l s o  

S e c t i o n  8 ) ;  4 2 . 4 0 . 2 0 0 ;  4 2 . 4 0 . 2 1 0 ;  4 2 . 4 0 . 2 2 0  f o r  s i m i l a r  p r o v i s i o n s  

c o n t a i n e d  i n  t h i s  A c t .

S e c t i o n  4 2 . 4 0 . 9 3 0  I f  p r o v i s i o n s  o f  t h i s  A c t  c o n f l i c t  w i t h  t h e  p r o v i -  

s i o n s  o f  o t h e r  lav*, t h e  p r o v i s i o n s  o f  t h i s  A c t  p r e v a i l .  W h e r e  p o s s i b l e ,  

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

w i t h  t h e  A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 .

S e c t i o n  4 2 . 4 0 . 9 4 0  T h e  a s s e t s  o f  t h e  c o r p o r a t i o n  r e v e r t  t o  t h e  s t a t e  i f  

i t  c e a s e s  t o  e x i s t .

S e c t i o n  4 2 . 4 0 . 9 8 0  D e f i n i t i o n s  o f  t h e  c h a p t e r  a r e  p r o v i d e d .

The House Bill, [CSHB 512(Trsp)]t has a substantially different 
list of positions under executive officer.
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S e c t i o n  4 2 , 4 0 . 9 9 0  T h e  s h o r t  t i t l e  o f  t h i s  c h a p t e r  i s  t h e  A l a s k a  R a i l -

r o a d  C o r p o r a t i o n  A c t .

S e c t i o n  3 A m e n d s  4 2 . 4 0 . 0 1 0  b y  r e m o v i n g  t h e  c o r p o r a t i o n  f r o m  t h e  D e p a r t -  

m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  i f  t h e  C o n s t i t u t i o n a l  A m e n d ­

m e n t  p a s s e s .

S e c t i o n  4  A m e n d s  4 2 . 4 0 . 0 2 0 ( a )  i f  t h e  C o n s t i t u t i o n a l  A m e n d m e n t  p a s s e s  b y  

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

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

e i g h t .

S e c t i o n  5  A m e n d s  4 2 . 4 0 . 0 2 0 ( e )  b y  r e m o v i n g  r e f e r e n c e  t o  t h e  C o m m i s s i o n e r  

o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  i f  t h e  C o n s t i t u t i o n a l  A m e n d m e n t  

p a s s e s .

S e c t i o n  6  A m e n d s  4 2 . 4 0 . 0 3 0  i f  t h e  C o n s t i t u t i o n a l  A m e n d m e n t  p a s s e s  b y

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

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

a t  h i s  p l e a s u r e .

S e c t i o n  7  A m e n d s  4 2 . 4 0 . 0 3 0  i f  t h e  C o n s t i t u t i o n a l  A m e n d m e n t  p a s s e s  b y  

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

g o v e r n o r  m a y  r e m o v e  b o a r d  m e m b e r s .

S e c t i o n  8  R e p e a l s  4 2 . 4 0 . 1 8 0  i f  t h e  C o n s t i t u t i o n a l  A m e n d m e n t  p a s s e s  a n d  

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

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

S e c t i o n  9 T h e  c o r p o r a t i o n  m u s t  p r e p a r e  a r e p o r t  o n  t h e  l o n g - t e r m  

o p e r a t i o n s  o f  t h e  r a i l r o a d  t h a t  i s  d u e  J a n u a r y  1 ,  1 9 8 8 .  T h e  r e p o r t

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

t h e  p r i v a t e  s e c t o r .

S e c t i o n  1 0  M e m b e r s  o f  t h e  f i r s t  b o a r d  o f  d i r e c t o r s  s e r v e  t e r m s  t h a t

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

f o l l o w .

S e c t i o n  1 1  E x i s t i n g  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  a r e  t o  b e  a d o p t e d  

b y  t h e  c o r p o r a t i o n  a n d  r e m a i n  i n  e f f e c t  f o r  t w o  y e a r s .  W i t h i n  1 8 0  d a y s  

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

d u r e  f o r  r e n e g o t i a t i n g  t h e  e x i s t i n g  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 .

S e c t i o n  1 2  R e p e a l s  4 2 . 4 0 . 1 9 0  a n d  4 2 . 4 0 . 2 0 0  i f  t h e  C o n s t i t u t i o n a l

A m e n d m e n t  p a s s e s .

S e c t i o n  1 3  T h e  e f f e c t i v e  d a t e  o f  S e c t i o n  3 - 8  a n d  1 2  i s  t h e  e f f e c t i v e  

d a t e  o f  t h e  C o n s t i t u t i o n a l  A m e n d m e n t  s h o u l d  i t  p a s s .  S e c t i o n  1 2  s e c ­

t i o n s  1 , 2  a n d  9 - 1 1  t a k e  e f f e c t  i m m e d i a t e l y .

W 1 W W W W  M 1U  JU
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&
SUBJECT: Alaska Railroad (CSIIB 512 (Trsp)) ^

TO: Representative Joe Hayes

FROM: Tamara Brandt Cook /y
Deputy Director o p  
Div is io n  of Legal Services

Here is  the section by section analysis of HB 512 that you 
requested.

* Section 1 This is  a statement of leg is la tive  findings and 
purpose. In (a) the legislature finds, among other things, 
that the Alaska Railroad is  an essential part of the state 
transportation network that w il l  cease to be an option with­
out state action and that extending the railroad into 
natural resource areas is  necessary for long-term economic 
growth. In (b) the purpose of the Act is  stated to be, 
among other things, the creation of an entity to operate and 
manage the railroad pending the transfer of the railroad to 
private sector. I t  is  the purpose of the legislature to 
create a public corporation to operate the railroad and that 
corporation should be created so that i t  w il l  be responsible 
for the management of the financia l and legal obligations of 
the ra ilroad , w il l  constitute a common carrie r under the 
Interstate Commerce Commission, w il l  have the a b ility  to 
issue tax exempt obligations, and so that the best 
transportation can be provided supported by state investment 
when necessary, the railroad may be operated prudently, and 
borrowing by the corporation does not endanger the state's 
own borrowing capacity.

* Section 2

Section 42.40.010 The Alaska Railroad Corporation is  estab- 
lished as a public corporation within the Department of Com­
merce aiid Economic Development.
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Section 42.40.020 Seven members, at least five  of whom are 
voters in the state, are appointed to the board of directors 
by the governor. No more than two appointed members may be 
from one ju d ic ia l d is tr ic t  and a l l  members must have at 
least five  years experience or training in fie ld s relevant 
to the purposes of AS 42.AO. The governor sha ll appoint one 
member who is  an employee of the corporation and a member of 
a bargaining unit. The commissioner of commerce and 
economic development and the chief executive o ffice r of the 
corporation shall serve as additional members. The 
appointed members are to be confirmed by the leg islature .

This last provision can only function as a request to the 
governor to submit the members for confirmation. I t  is  not, 
however, constitutionally enforceable under A rtic le  I I I ,  
sections 25 and 26 of the State Constitution as construed in 
Bradner v. Hammond, 553 P .2d (Alaska, 1976).

Section 42.40.030 The appointed members of the board serve 
for staggered five  year terms.

Section 42.40.040 A vacancy on the board is  f i l le d  by the 
governor and the appointment must be confirmed by the leg is­
lature. Despite a vacancy the board may exercise it s  powers 
i f  i t  has a quorum of members. A member whose term expires 
serves u n til a successor has been appointed.

Section 42.40.050 An appointed member of the board receives 
$400 for each day .e is  engaged in the performance of duties 
as a board member. In addition, he is  entitled to per diem 
and travel expenses.

Section 42.40.060 The board elects from it s  membership a 
chairman and vice-chairman. The board appoints a secretary.

Section 42.40.100 The board is  responsible for the 
management of the corporation. As part of th is duty, the 
board is  obligated to carry out certain itemized functions.

Section 42.40.110 The board appoints the chief executive 
off icer of the corporation and fixes h is compensation. The 
chief executive o ffice r of the corporation appoints other 
executive o fficers and fixes the ir compensation subject to 
board approval.

Section 42.40.120 By rule the board delegates duties neces- 
sary for the management of daily a ffa irs  of the corporation 
to the chief executive o ff ic e r . Within 60 days after i t  is



R e p r e s e n t a t i v e  J o e  H a y e s

P a g e  3

M a r c h  3 0 ,  1 9 8 4

established, the board must delegate certain specified 
a c tiv it ie s  of the corporation. The board may require exer­
cise of a delegated duty to be subject to board approval. 
Specific board approval is  required for certain itemized 
actions.

Section 42.40.150 Meetings of the boaxd are public with the 
exception of executive sessions. The chairman must ca ll a 
meeting every three months and may c a ll other meetings as 
necessary. The board keeps minutes of meetings.

Section 42.40.160 Five members of the board constitute a 
quorum. Five affirm ative votes are required for board 
action. The board provides for the manner of voting, but 
may not allow voting by proxy.

Section 42.40.170 The board may consider in an executive 
session matters that pertain to personnel, the corporation's 
legal position, land acquisition or disposal, or information 
of a type treated as confidential by the Interstate Commerce 
Commission.

Section 42.40.180 The board must establish a procedure for 
adopting ru les, including a procedure for adopting emergency 
ru les.

Section 42.40.190 The board -may provide that rules and 
orders in effect on the date of transfer of the railroad to 
the state that are not inconsistent with AS 42.40 or other 
state law remain in effect .

Section 42.40.200 Information of the corporation is  open to 
public inspection except the corporation may withhold cer­
tain matters from disclosure i f  they are of a nonpublic, 
privileged, or proprietary nature.

Section 42.40.210 A board member or executive o ffice r of 
the corporation may not participate in a decision of the 
corporation in which that person or a member of his immed­
iate family has a d irect or indirect financia l interest un­
less the interest is  remote and participation is  approved by 
the board. Within 120 days a fte r the f i r s t  meeting, the 
board shall adopt rules implementing this section, providing 
additional con flict of interest ru les, and providing for the 
removal of a board member or executive o fficer who inten­
tionally vio lates a prohibition contained in this section.
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Section 42.40.250 In addition to other powers authorized by 
law, the corporation may exercise certain specified general 
powers lis ted  in th is section.

Section 42.40.260 A report describing the operations and 
financia l condition of the corporation during the preceding 
fisca l year of the railroad shall be distributed to the 
governor and the leg islature within 90 days a fte r the f is c a l 
year of the railroad ends.

Section 42.40.270 The board must have the records of the 
corporation audited annually. Corporation records w il l  be 
made available to an auditor appointed by the governor or to 
the leg is la tive  audit d ivision .

Section 42.40.280 The board shall provide a state oversight 
report to the governor and the legislature before undertak­
ing certain major actions. Requirements of the report are 
specified.

Section 42,40.290 The board must adopt a long-range expan- 
sion plan and capital improvement plan. The plans cover 
five year periods and must be updated annually. Copies of 
the updated plans are to be provided to the governor and the 
legislature by December 1 each year.

Section 42.40.300 The corporation may not issue stock, pay- 
dividends, make private distributions of assets, make loans 
to board members or employees or engage in business for p r i­
vate benefit.

Section 42.40.310 The corporation may defend and indemnify 
a current or former employee, agent, or board member against 
costs incurred in connection with a c iv i l  or criminal action 
i f  the person acted in good fa ith  on behalf of the corpor­
ation and within the scope of h is o f f ic ia l duties or powers. 
The corporation may purchase insurance to protect it s  em­
ployees, agents, and board members for actions arising out 
of the performance or fa ilu re  of performances of duties for 
or employment with the corporation.

Section 42.40.350 Land acquired by the corporation is  under 
the control of the corporation. Railroad rights-of-way or 
easements sha ll be c la ss ified  as railroad u t i l i t y  corridors. 
Future railroad u t i l i t y  corridors must be at least 100 feet 
wide on both sides of the center line of the extended main
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or branch lin e , or may be of lesser width i f  adjoining land ' 
is  not r a i l  land. Portions of the u t i l i t y  corridor may be 
leased or rented for transportation, communication, and 
transmission purposes. The corporation may authorize other 
uses of r a i l  land, but sale is  subject to approval of the 
leg islature .

I  note that, for some reason, other methods of disposing of 
land, such as trading i t  for other property, is  not subject 
to leg is la tive  approval. This seems inconsistent from a 
policy point of view. I t  may also conflict with the 
"separation of powers" doctrine which is  recognized in 
Alaska. Bradner v . Hammond, supra. While the precise 
question was not considered, a scheme that included 
leg is la tive  approval of a Cook In le t land exchange survived 
consideration by the court. State v. Lewis, 559 P .2d 630 
(Alaska 1977) However, that case involved approval of the 
exchange of large parcels of land only. The court 
emphasized the extreme nature of the state interest in 
settling the land issues arising out of the Alaska Native 
Claim Settlement Act and the unique nature of that situa­
tion. Neither of these considerations apply here. In this 
draft, le g is la t ive  approval must be obtained before the sale 
of any parcel raaj7 take place, even very small parcels of 
l i t t le  value. Requiring approval in every instance could 
interfere with the executive function of carrying out the 
purpose of the Act. Since only land of the Alaska Railroad 
Corporation is  involved and not the land of any other state 
agency or en tity , the provision could amount to local and 
special leg is la tio n .

Section 42.40.360 The board may request conveyance of land 
owned by or tentatively approved for transfer to the state. 
Upon receipt of a request the commissioner of natural re­
sources sha ll temporarily reserve the land for railroad pur­
poses and delay disposal or lease of that land under other 
laws. The temporary reservation remains in effect for 180 
days.

Section 42.40.370 Within 90 days after receiving a request, 
the commission must convey the state's interests in the land 
to the corporation, notify the corporation of reasons for 
refusal to c la ss ify  the land for railroad purposes, or 
approve in part and deny in part the request. A conveyance 
under th is section vests in the corporation the right to 
extract and use construction materials on the land without 
regard to whether the resources are part of the surface or
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subsurface estate. The corporation may reconvey to the 
state land that the corporation and the commissioner identi­
fy as unnecessary for the corporation's purposes.

Section 42.40.380 When physical conditions require that 
track or fixtu res be moved to state-owned land to maintain 
safe r a i l  operations, the relocation may be made with con­
currence of the Department of Natural Resources.

Section 42.40.390 The corporation is  authorized to exercise 
the power of eminent domain and declaration of taking.

Section 42.40.400 The corporation may vacate land and t it le  
goes to the state.

Section 42.40.410 The corporation may acquire interests in 
federal land that is  available under federal law.
Section 42.40.420 Upon request the corporation may grant to 
a municipality a right-of-way for a pedestrian walkway or 
t r a i l .  Before granting the right-of-way the board must re­
quire the municipality to agree to hold the corporation 
harmless and indemnify the corporation for any use made of 
the right-of-way and to vacate the right-of-way on request 
of the corporation i f  i t  interferes with expansion or re­
placement of railroad f a c i l i t ie s .

Section 42.40.430 The corporation may acquire property 
available from the federal or state government.

Section 42.40.440 Vegetation control involving the use of 
pesticides or herbicides on land owned or managed by the 
corporation must be conducted in compliance with state re­
quirements applicable to other state pesticide or herbicide 
use.

Section 42.40.500 A l ia b i l i t y  incurred by the corporation 
may be sa tis fied  only from the assets of the corporation and 
no creditor has a right of action against the state.

Section 42.40.510 The corporation must obtain a f id e lity  
bond for i t s  board members and o ffice rs responsible for 
finances.

Section 42.40.520 The corporation must keep in force public 
l ia b i l i t y  insurance covering potential claims against the 
corporation or the state related to corporation a c t iv it ie s .
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Section 42.40.530 Revenue generated by or appropriated to 
the corporation shall be retained and used for railroad pur­
poses by the corporation.

This raises a question concerning the application of A rtic le  
IX , Section 7, of the constitution. As interpreted in State 
v. Alex 646 P. 2d 203 (Alaska, 1982), that prohibition 
against dedicated funds extends to a i l  sources of public 
revenue, so i t  would apply to money generated by the Alaska 
Railroad. (See also 1982 Op. Att 'y Gen., Nos. J66-785-81 
and J66-649-80.) This leg islation  requires that revenue 
generated by the railroad corporation be. retained for 
railroad purposes in contravention of the prohibition 
against dedicated funds. However, the federal lav; providing 
for the transfer of the railroad to the state requires that 
revenues generated by the state-owned railroad be kept by 
the railroad and used for railroad purposes. (45 U.S.C.
1207 (a)(5))  Faced with th is requirement in federal law, i t  
is  lik e ly  that the Alaska Supreme Court w il l  stra in  to f i t  
this into the exception to the prohibition against dedicated 
funds as being " . . .required by the federal government 
for state participation in federal programs." (A rtic le  IX , 
Section 7, Constitution of the State of Alaska) In any 
case, there appears to be l i t t l e  the leg islature can do to 
resolve the conflict between the federal railroad transfer 
law and the state constitution.

Section 42.40.540 With the concurrence of the governor, the 
corporation may request an appropriation from the le g is la ­
ture to a ss is t i t  in carrying out AS 42.40.

Section 42.40.600 The corporation may issue bonds and bond 
anticipation notes. The board sha ll by resolution establish 
the form and manner of execution of bonds or bond notes.
They may be sold as determined by the board and bonds shall 
mature at the time, not exceeding 50 years from their date, 
determined by the board.

Section 42.40.610 Bonds and rotes issued by the corporation 
are negotiable instruments.

Section 42.40.620 Bonds and notes issued by the corporation 
are securities in which a l l  public bodies of the state and 
other financia l en tities may invest funds.

Section 42.40.630 Bonds or notes are payable from corp­
oration assets. Bonds or notes may be additionally secured 
from any source.
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Section 42.40.640 An issue of bonds may be secured by a 
trust indenture or by a secured loan agreement giving powers 
to a corporate trustee by means of which the corporation may 
enter into any agreements with the trustees or holders of 
the bonds, pledge assets, and provide of any matter that 
affects the security of the bonds.

Section 42.40.650 In negotiating the sale of bonds or notes 
to an underwriter, the board must retain a financia l advisor 
who is  independent from the underwriter.

Section 42.40.660 I f  an o ffice r whose signature appears on 
bonds, notes, or coupons attached to them ceases to be an 
officer before delivery of the bonds, notes, or coupons, the 
signature is  va lid .

Section 42.40.670 The pledge of assets of the corporation 
to the payment of bonds or notes is  va lid  and the assets are 
subject to the lien  of the pledge without physical delivery 
or other act. The corporation is  not prohibited from se l­
ling assets subject to a pledge.

Section 42.40.680 A holder of bonds or notes or a trustee 
may enforce a l l  rights under this chapter, the trust agree­
ment or resolution, or any other contract executed by the 
corporation relating to the bonds or notes and may compel 
the performance of duties of -the corporation required by law 
or the trust agreement or resolution.

Section 42.40.690 The state is  not liab le  for the debts of 
the corporation. Bonds and notes are payable solely from 
the revenue or assets of the corporation and are not a 
l ia b i l it y  of the state or a pledge of the fa ith  and credit 
of the state. Each bond and note issued by the corporation 
must contain a statement that the corporation is  not ob­
ligated to pay i t  except from the revenue or assets pledged 
for i t ,  and neither the fa ith  and credit nor the taxing 
power of the state is  pledged to the payment of i t .

Section 42.40.700 A board member or employee of the 
corporation is  not subject to personal l ia b i l i t y  because of 
the execution or issuance of bonds or notes.

Section 42.40.710 Employees of the railroad are employees 
of the corporation and not of the state. Laws relating to 
public employees do not apply.
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Section 42.40.720 Provisions relating to co llective  bar- 
gaining rights of public employees do not apply to the cor­
poration's employees, but employees who are not executive 
officers may organize and engage in co llective bargaining.

Section 42.40.730 A railroad labor relations agency is  
established to carry out the provisions of th is a rt ic le . 
Members receive no compensation but are entitled to per diem 
and travel expenses.

Section 42.40.740 The railroad labor relations agency shall 
decide the unit appropriate for the purposes of co llective 
bargaining.

Section 42.40.750 The railroad labor relations agency must 
investigate a petition submitted by employees or a group of 
employees or organization alleging that 30 percent of the 
employees of a proposed bargaining unit want to be 
represented by an organization or that the organization 
reorganized by the corporation no longer represents the 
majority of employees in the unit. The railroad labor 
relations agency must also investigate a petition submitted 
by the corporation alleging that an organization has pre­
sented a claim to be recognized as representative of a 
majority of employees in a un it. The railroad labor re­
lations agency must provide for a hearing on a question of 
representation and an election on the question i f  i t  finds 
that there is  a question of representation. An election may 
not be held in a bargaining unit in which there is  in force 
a valid co llective  bargaining agreement, except during a 
90-day period preceding the expiration of the agreement.

Section 42.40.760 Action that constitutes an unfair labor 
practice is  set out.

Section 42.40.770 I f  a complaint that an unfair labor prac- 
tice has occurred is  f ile d  with the railroad labor relations 
agency, i t  sha ll investigate the complaint and shall try to 
eliminate any prohibited practice found to ex ist by informal 
methods of conference.

Section 42.40.780 I f  the railroad labor relations agency 
fa ils  to eliminate a prohibited practice by conference i t  
may serve a copy of the complaint on the respondent and the 
complaint sha ll be handled under the administrative 
adjudication portion of the Administrative Procedure Act.
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Section 42.40.790 I f  the railroad labor re lations agency 
finds that a person has engaged in a prohibited practice, 
the agency sha ll issue an order requiring the person to de­
sist  and carry out the provisions of th is A rt ic le . I f  the 
agency finds that a person named in a complaint has not 
engaged in a prohibited practice, the agency sh a ll dismiss 
the complaint.

Section 42.40.800 The railroad labor relations agency may 
apply for an order from the court enjoining prohibited acts.

Section 42.40.810 The railroad labor relations agency may 
issue subpoenas, administer oaths, examine witnesses, and 
receive evidence.

Section 42.40.820 The railroad labor relations agency is  
required to adopt regulations to carry out th is a r t ic le .

Section 42.40.840 When negotiation of a co llective  bargain­
ing agreement reaches an impasse, the railroad labor re­
lations agency appoints a person to act as mediator. The 
mediator must attempt to bring the parties together to 
effectuate a settlement, but may not compel a settlement.

Section 42.40.850 After a decision by a mediator, the em-
ployees may strike  for a limited time. The strike  may be
enjoined i f  i t  has begun to threaten the health, safety, or 
welfare of the public. After an injunction is  issued, i f  an
impasse s t i l l  ex ists the dispute shall be submitted to
binding arb itration .

Section 42.40.860 The corporation shall seek advice from 
the Department of Administration before entering into a col­
lective bargaining agreement, but the fin a l decision regard­
ing the agreement shall be made by the board. An agreement 
shall be in writing and shall include a grievance procedure. 
Either party may enforce an agreement by petition to the 
railroad labor relations agency.

Section 42.40.870 On written authorization the corporation 
shall deduct from the payroll of an employee the amount of 
dues and employee benefits as certified  by the secretary of 
the exclusive bargaining representative and sh a ll deliver 
the money deducted to that bargaining representative.

Section 42.40.880 A collective bargaining agreement that 
incorporates union security provisions shall safeguard the
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rights of nonassociation of employees with bona fide r e l i ­
gious convictions and shall declare an employee exempt from 
becoming a member upon submission of proof of relig ious 
conviction. The employee must pay an amount equal to 
regular dues to the organization and the organization shall 
contribute i t  to a charity.

Section 42.40.890 Definitions of "co llective  bargaining", 
"e lection", and "organization" for purposes of th is A rtic le  
are provided.

Section 42.40.900 Claims involving a c t iv it ie s  of the r a i l ­
road shall be brought against the corporation and not 
against the state. Certain laws applicable to claims 
against the state do not apply to the corporation.

Section 42.40.910 The property of the corporation and its  
assets are exempt from taxes and special assessments of the 
state or a p o lit ica l subdivision of the state. Bonds and 
notes issued by the corporation are exempt from taxation 
except for inheritance, transfer, and estate taxes.

Section 42.40.920 Certain state laws lis ted  in th is section 
do not apply to the corporation. The railroad is  not sub­
ject to the ju risd iction  of the Alaska Transportation Com­
mission.

Section 42.40.930 I f  provisions of th is Act conflict with 
the provisions of other state law, the provisions of this 
Act p reva il. Where possible, provisions of th is Act shall 
be construed so that they do not con flic t with the Alaska 
Railroad Transfer Act of 1982.

Section 42.40.940 The assets of the corporation revert to 
the state i f  i t  ceases to ex ist .

Section 42.40.980 Definitions for the chapter are provided.

Section 42.40.990 The short t i t le  of th is chapter is  the 
Alaska Railroad Corporation Act.

The following provisions take effect when a constitutional 
amendment is  adopted:

* Section 3 The provision that the corporation is  in the 
Department of Commerce and Economic Development is  deleted.
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* Section 4 The commissioner of commerce and economic 
development is  eliminated from the board and another ap­
pointed member is  added.

* Section 5 Reference to the commissioner of commerce and 
economic development is  deleted.

* Section 6 Reference to the commissioner is  deleted and 
the board members no longer serve at the pleasure of the 
governor.

* Section 7 The governor may remove a board member only for 
certain itemized causes.

* Section 8 The reference to the commissioner is  deleted.

The following temporary law sections take effect 
immediately:

* Section 9 The corporation must prepare a report for the 
governor and the legislature on the long-term operations of 
the railroad . The report is  due on January 1, 1988 and must 
contain specific recommendations on operational alternatives 
and the transfer of the ra ilroad 's operations to the private 
sector.

* Section 10 Members of the .f i r s t  board of directors serve 
terms that d iffe r in length and w il l  result in staggered 
terms for members that follow.

* Section 11 Before transfer of the railroad to the state, 
the corporation and it s  employees shall adopt collective 
bargaining agreements that continue the provisions in effect 
between the Alaska Railroad and it s  employees on the date of 
transfer. The agreements adopted under this section remain 
in effect to the extent required under the Alaska Railroad 
Transfer Act. On or before the date of transfer the board 
shall adopt personnel rules necessary to prevent an in ter­
ruption of services, within 180 days after the f i r s t  meeting 
of the board, the board and representatives of employee 
bargaining units shall establish procedures for the 
renegotiation of co llective bargaining agreements. The 
board shall renegotiate a l l  agreements adopted under this 
section within two years after the date of transfer.

The following sections contain effective dates:
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 Section 12 Section 3 — 8 take effect on the effective
date of a constitutional amendment relating to the Alaska 
Railroad.

—Section 13 The rest of the Act takes effect immediately.

TBCrojb
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BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES pouch z
JUNEAU. ALASKA 99811 
PHONE: 19071 465-3900

O F F I C E  O F  T H E  C O M M I S S I O N E R  

A l a s k a  R a i l r o a d  T r a n s f e r  T e a m

M a r c h  2 3 ,  1 9 8 4

T h e  H o n o r a b l e  B e t t e  C a t o  

C h a i r m a n ,  H o u s e  T r a n s p o r t a t i o n  C o m m i t t e e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  R e p r e s e n t a t i v e  C a t o :

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

s u b s t i t u t e  f o r  H E  5 1 2 ,  a n  A c t  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  

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

d o c u m e n t a t i o n  t o  e x p l a i n  i t s  c o n t e n t s .

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

A l a s k a  R a i l r o a d  T r a n s f e r  T e a m ' s  A l a s k a  R a i l r o a d  A c q u i s i t i o n  - • 

A s s e s s m e n t , r e l e a s e d  i n  D e c e m b e r  1 9 8 3 .  A l t h o u g h  o u r  " w o r s t  c a s e "  

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

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

t h i s  a n a l y s i s  f o r  F Y  8 5  i a  ^  m o r e  r e a l i s t i c  f o r e c a s t  f o r  d e t e r m i n i n g  

a c t u a l  f i s c a l  i m p a c t .

B a s e d  o n  a r e q u e s t  fro:., t h e  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 ,  t h e  

T r a n s f e r  T e a m  i s  r e - a s s e s s i n g  t h e s e  e s t i m a t e s  t o  d e v e l o p  a " b e s t  

c a s e "  a l t e r n a t i v e  f o r  l e g i s l a t i v e  c o n s i d e r a t i o n .  T h i s  a n a l y s i s  

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

e x p o r t  c o a l  m o v e m e n t ,  S e a W a y  E x p r e s s '  e n t r y  i n t o  S e w a r d ,  a n d  

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

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

s o o n  a s  i t  b e c o m e s  a v a i l a b l e .

A l l  e s t i m a t e s  a r e  p r e s e n t e d  i n  c o n s t a n t  1 9 8 5  d o l l a r s  a n d  h a v e  

b e e n  i n f l a t e d  f r o m  o u r  o r i g i n a l  1 9 8 3  c o n s t a n t  d o l l a r  e s t i m a t e s  

u s i n g  a n  a n n u a l  6%  i n f l a t i o n  f a c t o r .  T h e  " g e n e r a l  f u n d "  l i n e  

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

t o  t h e  S t a t e  r e s u l t i n g  f r o m  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 n  F Y  8 5 ,
a n  o v e r a l l  a p p r o p r i a t i o n  o f  $ 1 5 . 8  m i l l i o n  w i l l  b e  n e e d e d  t o

c o v e r  t h e  e x p e c t e d  s h o r t f a l l .

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

t o  t h e  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  f o r  t h e  C S  f o r  S B  3 5 2 .

A n o t h e r  $ 5 0 , 0 0 0  p e r  y e a r  h a s  b e e n  a d d e d  t o  t h i s  n o t e  i n  r e s p o n s e  

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

4 2 . 4 0 . 0 5 0 ,  a n d  t h e  a d d i t i o n a l  n o t i c e  r e q u i r e m e n t s  i n  S e c .  4 2 . 4 0 . 0 9 0 .

25A-T11.H



The FY 85 est im ate  i s  based on an assumption t h a t  a c tu a l  t r a n s f e r  
w i l l  occur somewhere between November and January o f  th a t  f i s c a l  
year.  A cc o rdin gly ,  most o f  the f i g u r e s  ( e . g . , revenues) are 
merely prorated f o r  a seven month f i s c a l  year ending in  J u l y  1985.

In  a d d i t i o n ,  there are c e r t a i n  o n e - t im e ,  s t a r t - u p  expenditures 
d i r e c t l y  a t t r i b u t a b l e  to  the a c t u a l  r a i l r o a d  t r a n s f e r  which 
causes the s iz e a b le  s h o r t f a l l  during FY 85. Included in  t h i s  
area are such items as $4.9 m i l l i o n  f o r  replacement o f  the 
r a i l r o a d ' s  working c a p i t a l  fund ,  $4.5 m i l l i o n  f o r  i n i t i a t i o n  of 
compliance w ith  OSHA requirements and s t a t e  and l o c a l  b u i l d i n g  
codes, and $2 m i l l i o n  f o r  s p e c i f i c  t r a n s i t i o n  expenses to  be 
incurred by the new c o rp o ra t io n  in  ta k in g  over the r a i l r o a d .

Another $1.75 m i l l i o n  o f  the 300 l e v e l  c o n tr a c tu a l  category is  
f o r  the Alaska R a i lr o a d  T r a n s fe r  Team to  perform i t s  d u t ie s  during 
FY 85. These funds are to  support  s e v e r a l  one-t ime t r a n s i t i o n  
a c t i v i t i e s ,  most o f  which are a lrea d y underway in  t h i s  f i s c a l  
year.  A l l  o th er  FY 85 f i s c a l  impact to  s t a t e  agencies as a 
r e s u l t  o f  enacting t h i s  l e g i s l a t i o n  has a ls o  been included in  
t h i s  s u b m it t a l .

I  crust t h i s  in fo rm a t io n  helps to  e x p la i n  the h i g h l i g h t s  o f  the 
enclosed f i s c a l  note.  I f  you would l i k e  any a d d i t i o n a l  assistance 
please do not h e s i t a t e  to  contact me a t  465-3900.

Enclosure

cc: Ray G i l l e s p i e ,  L e g i s l a t i v e  L i a i s o n ,
O f f i c e  of  the Governor 

Ben Harding, S p e c ia l  S t a f f  A s s i s t a n t ,  
O f f i c e  of  the Governor 

R. J .  Knapp, Commissioner,
Department o f  T ra n s p o r ta t io n  &
P u b l ic  F a c i l i t i e s  

House T ra n s p o r ta t io n  Committee Members

S in c e r e ly

Mark S. H i c k e y - - ^
S tate  R a i lr o a d  Coordinator
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S T A T E  O F  A L A S K A  1 9 8 4  L E G I S L A T I V E  S E S S I O N

FISCAL NOTE 

3 i l l / R e s o l u t i o n  No.:  HB 512
T i t l e :  Alaska R a i lr o a d  C orporat ion  Act o f  1984

BILL ANALYSIS

Overview:

T h is  f i s c a l  note i s  based upon the r e s u l t s  o f  the Alaska R a i lr o a d  
Team's Alaska R a i lroa d  A c q u i s i t i o n  Assessment, re leased in  
December 1983. That document provides a comprehensive a n a ly s is  
o f  the major issues concerning a c q u i s i t i o n  o f  the Alaska R a i lroa d  
(ARR). I t  includes a thorough assessment o f  the f i n a n c i a l  
exposure to  the S tate  from ensuring continued r a i l  o perat ions  
in  accordance w ith  the requirements o f  the Alaska R ai lroa d  
T r a n s fe r  Act o f  1982 (ARTA).

The est im ates presented i n  t h i s  f i s c a l  note are der ived from 
the "worst case" scenario  o f  f u t u r e  r a i l r o a d  a c t i v i t y .  Current 
i n d i c a t o r s  such as the continued u n c e r t a i n t y  over the export 
coal c o ntrac ts  suggest use o f  t h i s  a n a ly s is  as the most r e a l i s t i c  
fo r e c a s t  f o r  d eterm ining  a c tu a l  f i s c a l  impact. Please note ' 
t h a t  the a c q u i s i t i o n  cost o f  $22.3 m i l l i o n  f o r  r a i l r o a d  purchase 
has been addressed i n  a separate f i s c a l  note attached to the 
a c q u i s i t i o n  l e g i s l a t i o n .

While  the data and fo r e c a s ts  used i n  both the A c q u i s i t io n  
Assessment and t h i s  f i s c a l  note r e f l e c t  the input  and work o f  
the r a i l r o a d  and the United S ta te s  Railway A s s o c ia t io n  (USRA), 
the f i n a l  est im ates are based on independent a n a ly s is  and 
downward adjustment by the T r a n s fe r  Team. Our work includes  
such f a c to r s  as removal o f  u n c e r ta in  revenue increases,  increased 
costs f o r  compliance with  s t a t e  and l o c a l  b u i l d i n g  codes, and 
a d d i t i o n a l  adjustments f o r  necessary c a p i t a l  r e h a b i l i t a t i o n .

T his  b i l l  a n a ly s is  i s  l i m i t e d  to  p r o v id in g  e x p la n a t io n s  o f  the 
f i s c a l  impact r e s u l t i n g  from the proposed l e g i s l a t i o n .  I t  
should be noted th a t  there e x i s t  p o l i c y  c o n f l i c t s  between 
p r o v is io n s  o f  t h i s  l e g i s l a t i o n  and the S h e f f i e l d  A d m i n i s t r a t i o n ' s  
P o l i c y  Statement o f  January 26, 1984.



A s s u m p t i o n s :

T h e  F Y  8 5  f i a u r e s  a r e  b a s e d  u p o n  a n  a s s u m p t i o n  t h a t  a c t u a l  

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

J a n u a r y  o f  t h a t  f i s c a l  y e a r .  A s  a r e s u l t ,  m o s t  o f  t h e  e s t i m a t e s  

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

1 9 8 5 .  H o w e v e r ,  t h e r e  a r e  c e r t a i n  o n e - t i m e ,  s t a r t - u p  e x p e n d i t u r e s  

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

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

f i s c a l  y e a r .

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

p r o v i d e d  f o r  F Y  8 5  i n  o r d e r  t o  p r o v i d e  t h e  r a i l r o a d  o p e r a t i n g  

e n t i t y  a f u n c t i o n i n q  p r o g r a m  d u r i n q  i t s  f i r s t  v e a r  o f  o p e r a t i o n s ,  

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

p r e j u d i c i n o  t h e  n e w  o p e r a t i n c  e n t i t y ' s  p r e r o q a t i v e s  t o  f o r m u l a t e  

i t s  o w n  b u d q e t  s t r u c t u r e  a n d  s u b s e q u e n t  s u b m i s s i o n s .  P l e a s e  

n o t e  t h a t  t h e  F Y  8 5  s u b m i t t a l  a l s o  c o n t a i n s  t h e  r e q u e s t  f o r  a l l  

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

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

a n d  a c q u i s i t i o n  o f  t h e  r a i l r o a d .

Although the current legislation places the Alaska Railroad 
within the Department of Commerce and Economic Development for 
purposes of the constitution, other sections of this bill 
anticipate removing it if a proposed constitutional amendment 
passes next November. Accordingly, this note does not address 
a specific "acency affected" to avoid a future conflict, in this 
area.

S i n c e  t h e  c o n s t i t u t i o n a l  a m e n d m e n t  c a n n o t  b e c o m e  e f f e c t i v e  

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

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

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

i s  l o c a t e d .  F u n d s -  f o r  a l l  o t h e r  s t a t e  a o e n c i e s  w i l l  b ?  p a s s e d  

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

A d m i n i s t r a t i v e  c o s t s  i n c u r r e d  b y  t h e  l i n e  a q e n c y  u n d e r  w h i c h  

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

a s  p a r t  o f  t h e  c o r p o r a t i o n ' s  o v e r h e a d .  P l e a s e  n o t e  t h a t  a l l  

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

h a v e  b e e n  c o o r d i n a t e d  b y  t h e  T r a n s f e r  T e a m  a n d  a r e  r e ' l e c t e d  i n  

t h i s  n o t e .

A l l  e s t i m a t e s  a r e  p r e s e n t e d  i n  c o n s t a n t  1 9 8 5  d o l l a r s .  A n  a n n u a l  

i n f l a t i o n  f a c t o r  o f  6 %  h a s  b e e n  u s e d  t o  c o n v e r t  t h e  o r i g i n a l  

1 9 8 3  c o n s t a n t  d o l l a r  e s t i m a t e s  i n  t h e  A c q u i s i t i o n  A s s e s s m e n t .



O p e r a t i n g  E x p e n d i t u r e s :

T h i s  e s t i m a t e  i n c l u d e s  b o t h  g e n e r a l  o p e r a t i n q  e x p e n s e s  a n d  n e w  

e x p e n d i t u r e s  r e s u l t i n g  f r o m  t h e  r a i l r o a d  t r a n s f e r  ( i . e . , a d d i t i o n a l  

c o s t s  d u e  t o  p o t e n t i a l  l o s s  o f  r a i l r o a d  q r a v e l  r e s e r v e s  u n d e r  

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

f o r  m a i n t e n a n c e - o f - w a y , m a i n t e n a n c e  o f  p o w e r  a n d  e q u i p m e n t ,  

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

o v e r h e a d ,  m a r k e t i n q  a n d  r e a l  e s t a t e  m a n a g e m e n t .  T h e  l a t t e r  

c a t e g o r y  i n c l u d e s  i n c r e a s e d  l e q a l  a n d  o v e r h e a d  e x p e n s e s ,  a d d i t i o n a l  

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

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

a c q u i s i t i o n ,  a n d  o n e - t i m e ,  s t a r t - u p  c o s t s  f o r  i t e m s  s u c h  a s  t h e  

p r i n t i n g  o f  n e w  l e t t e r h e a d  a n d  t h e  m a r k i n g  o f  p e r s o n a l  p r o p e r t y , .

A l t h o u g h  r e v e n u e  i s  p r o j e c t e d  t o  i n c r e a s e  d u r i n g  F Y  8 7 - 8 9 ,  

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

f i r s t  t w o  y e a r s  o f  o p e r a t i o n s  d u e  t o  t h e  s i z e a b l e ,  o n e - t i m e  

t r a n s f e r  r e l a t e d  - f e x p e n s e s i m m e d i a t e l y  f o l l o w i n g  t r a n s f e r .

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

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

n e e d e d  t o  c o m p l y  w i t h  t h e  t e r m s  o f  A R T A .

A t t a c h m e n t  A  p r o v i d e s  m o r e  d e t a i l s  o n  t h e  F Y  8 5  s u b m i t t a l  b y  

o b j e c t  o f  e x p e n d i t u r e .  S o m e  $ 4  m i l l i o n  o f  t h i s  e s t i m a t e  i s  t o  

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

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

(1) $ 1 , 7 5 0  m i l l i o n  f o r  t h e  A l a s k a  R a i l r o a d  T r a n s f e r  T e a m  t o  

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

(2) $ 2  m i l l i o n  f o r  s p e c i f i c  o n e - t i m e ,  s t a r t - u p  c o s t s  t o  b e  

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

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

n e w  s t a t i o n e r y  a n d  p a y m e n t  w a r r a n t s ,  a d d i t i o n a l  l e g a l  

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

B o a r d  o f  D i r e c t o r s ;

(3) $ 2 0 0 , 0 0 0  i n  f u n d s  t o  c o n d u c t  a f i n a l  p r e - t r a n s f e r  a u d i t  

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

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

(4) $ 8 0 , 0 0 0  i n  a d d i t i o n a l  f i s c a l  i m p a c t  t o  t h e  D e p a r t m e n t  o f  

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

r e c o r d s  a n d  a d d i t i o n a l  l a b o r  r e l a t i o n s  w o r k  n o t  b u d g e t e d  

f o r  i n  t h e  T r a n s f e r  T e a m ' s  F Y  8 5  b u d g e t  m e m o .
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A n o t h e r  c o m p o n e n t  o f  t h e  F Y  8 5  s u b m i t t a l  i n c l u d e s  $ 2 7 0 , 0 0 0  i n  

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

l e a i s l a t i o n :

(1) $ 2 0 0 , 0 0 0  t o  i n i t i a t e  t h e  S p e c i a l  R e p o r t  r e q u i r e d  i n

S e c t i o n  9 o n  t h e  f e a s i b i l i t y  o f  a t t r a c t i n g  p r i v a t e  

s e c t o r  i n v o l v e m e n t  i n  t h e  r a i l r o a d ' s  o p e r a t i o n s ;

(2) $ 3 5 , 0 0 0  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  t o  r e s p o n d

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

S e c t i o n  4 2 . 4 0 . 3 6 0 ;  a n d

(3) $ 3 5 , 0 0 0  t o  f u n d  c o s t s  f o r  t h e  n e w  r a i l r o a d  e m p l o y e e s

l a b o r  r e l a t i o n s  a q e n c y  a s  p r o v i d e d  i n  S e c t i o n  4 2 . 4 0 . 7 8 0 .

T h e  r e m a i n i n q  e s t i m a t e s  i n  t h i s  a r e a  r e f l e c t  t h e  n o r m a l  o p e r ­

a t i n g  e x p e n s e s  b y  c a t e o o r y  f o r  t h e  p a r t  o f  F Y  8 5  i n v o l v i n q  

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

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

a n d  b u d q e t i n q  p e r s o n n e l .  A l l  e x p e n d i t u r e s  f o r  p e r  d i e m  a n d  

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

t h e  q e n e r a l  e s t i m a t e s  f o r  t h e  1 0 0  a n d  2 0 0  c a t e o o r i e s .

C a p i t a l  E x p e n d i t u r e s ; - •

T h e  c a p i t a l  c o m p o n e n t  o f  t h i s  f i s c a l  n o t e  r e p r e s e n t s  a c o m b i n a t i o n  

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

e x p e n d i t u r e s  f o r  o n q o i n c  r a i l r o a d  o p e r a t i o n s .  T h e  a n a l y s i s  

c o n t a i n e d  i n  C h a p t e r s  4 a n d  5 o f  t h e  A c q u i s i t i o n  A s s e s s m e n t  

s e r v e  a s  t h e  b a s i s  f o r  b o t h  o f  t h e s e  e s t i m a t e s .

I n  a d d i t i o n ,  t h e  r e s u l t s  f r o m  t h e  S t a t e ' s  i n d e p e n d e n t  e n g i n e e r i n g  

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

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

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

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

s t o c k .  I t  i s  i m p o r t a n t  t o  u n d e r s t a n d  t h a t  e n g i n e e r i n g  c o n d i t i o n  

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

c a p i t a l  e x p e n d i t u r e ,  b u t  m u s t  b e  t e m p e r e d  b y  n a t i o n a l  t r a d e - o f f s  

b e t w e e n  l o n g - t e r m  p l a n t  c o n d i t i o n  a n d  a v a i l a b l e  r e v e n u e s .

T h e  c a p i t a l  e s t i m a t e  o f  $ 1 5 . 8  m i l l i o n  i n c l u d e s  a  o n e - t i m e  e x ­

p e n d i t u r e  o f  $ 4 . 9  m i l l i o n  t o  r e p l a c e  t h e  r a i l r o a d ' s  w o r k i n g  

c a p i t a l  f u n d .  A R T A  e s t a b l i s h e s  a p r o c e s s  w h e r e  l i t t l e ,  i f  a n y ,  

m o n e y  w i l l  b e  t r a n s f e r r e d  f r o m  t h e  A R R ' s  R e v o l v i n g  F u n d  b e c a u s e  

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

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

a b o u t  o n e  m o n t h ' s  w o r t h  o f  o p e r a t i n g  e x p e n s e s  ( w h i c h  i s  s i m i l a r
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t o  w o r k i n q  c a p i t a l  r e q u i r e m e n t s  f o r  o t h e r  r a i l r o a d s )  is n e e d e d  

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

a f t e r  t r a n s f e r .

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

t h e  i n i t i a t i o n  o f  c o m p l i a n c e  w i t h  O c c u p a t i o n a l  S a f e t y  a n d  H e a l t h  

A c t  ( O S H A )  r e q u i r e m e n t s  a n d  s t a t e  a n d  l o c a l  b u i l d i n g  c o d e s .  

A p p r o x i m a t e l y  $ 4 . 5  m i l l i o n  p e r  y e a r  h a s  b e e n  s e t  a s i d e  d u r i n g  

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

C h a p t e r  5 . 3  o f  t h e  A c q u i s i t i o n  A s s e s s m e n t  p r o v i d e s  m o r e  d e t a i l s  

r e g a r d i n g  t h i s  r e q u i r e m e n t .

T h e  r e m a i n i n q  $ 6 . 4  m i l l i o n  o f  t h i s  e s t i m a t e  c o v e r s  q e n e r a l  

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

s h i p  d u r i n q  F Y  3 5 .  A n  a d d i t i o n a l  $ 7 . 3 5  m i l l i o n  i s  p r o j e c t e d  

f o r  e x p e n d i t u r e  b y  t h e  r a i l r o a d  f o r  t h i s  p r o a r a m .  A t t a c h m e n t  C 

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

p r o q r a m  t o  b e  p e r f o r m e d  d u r i n g  F Y  8 5 .

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

t h e  A R R ' s  f i n a n c i a l  s t a t e m e n t s ,  a b o u t  $ 4  m i l l i o n  p e r  y e a r  o f  

c a p i t a l  e x p e n d i t u r e s '  c o u l d  j u s t  a s  e a s i l y  b e  c a t e g o r i z e d  a s  

o p e r a t i n g  c o s t s  ( p r i m a r i l y  m a i n t e n a n c e - o f - w a v  e x p e n d i t u r e s )  i f  

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

r a i l r o a d .  H o w e v e r ,  n o  a d j u s t m e n t s  h a v e  b e e n  m a d e  w i t h  o u r  • •. 

e s t i m a t e s  t o  a v o i d  c r e a t i n g  q r e a t e r  c o n f u s i o n  b y  c o n f l i c t i n q .  

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

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

R e v e n u e ;

T h i s  e s t i m a t e  o n  a p r o r a t e d  b a s i s  r e p r e s e n t s  p r o j e c t e d  F Y  8 5  

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

a c t i v i t i e s .  T h e  F Y  8 5  r e v e n u e  f i q u r e  i s  b a s e d  o n  a  p r o j e c t e d  

c o m m o d i t y  m i x  f a i r l y  s i m i l a r  t o  t h e  l a s t  t w o  y e a r s  o f  r a i l r o a d  

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

f r o m  t h e  A R R ' s  1 9 8 3  D r a f t  A n n u a l  R e p o r t  r e g a r d i n g  F Y  8 2  a n d  

F Y  8 3  o p e r a t i o n s .

T h e s e  p r o j e c t i o n s  a r e  b a s e d  o n  i n f o r m a t i o n  f r o m  t h e  r a i l r o a d  

a n d  U S R A , w h i c h  w e r e  t h e n  a d j u s t e d  d o w n w a r d  b y  t h e  T r a n s f e r  T e a m  

t o  r e m o v e  5 0 %  o f  t h e  n e t  c a s h  f r o m  a n t i c i p a t e d  r e v e n u e  i n c r e a s e s  

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

m o v e m e n t s  w e r e  i n  f a c t  t o  m a t e r i a l i z e  i n  a s i o n i f i c a n t  w a y ,  i t  

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

d u r i n q  F Y  8 7 - 8 9 .  L i k e w i s e ,  a n y  m a i c r  d o w n s w i n g  f r o m  o u r  p r o j e c ­

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

f u n d  a s s i s t a n c e  d u r i n q  t h o s e  y e a r s .
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F u n d i n a  S o u r c e :

T h e  " O t h e r  F u n d s "  a p p e a r i n a  o p  t h e  f i s c a l  n o t e  a r e  r a i l r o a d  

r e v e n u e s .

P o s i t i o n s :

A R T A  b a s i c a l l y  m a n d a t e s  a t w o - y e a r  p e r i o d  o f  f u l l  p r o t e c t i o n  o f  

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

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

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

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

a c t u a l  n u m b e r  o f  e m p l o y e e s  i n  e a c h  c a t e g o r y  a s  o f  M a r c h  1,

1 9 8 4 .  N o  e s t i m a t e  c a n  b e  m a d e  o f  t h e  a c t u a l  n u m b e r  o f  t h o s e  

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

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

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

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

u s e d  i n  t h e  s u m m e r  f o r  m a j o r  m a i n t e n a n c e  w o r k .

S u m m a r y ;

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

b a s e d  o n  t h e  T r a n s f e r  T e a m ' s  a s s e s s m e n t  o f  t h e  l i k e l y  f i s c a l  

i m p a c t s  f r o m  s t a t e  a c q u i s i t i o n  o f  t h e  A l a s k a  R a i l r o a d .  I t  is' 

i m p o r t a n t  t o  r e i t e r a t e  t h a t  t h e  a c q u i s i t i o n  c b s t  o f  S 2 2 . 3  

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

t o  t h e  a c q u i s i t i o n  l e a i s l a t i o n .

I t  i s  o u r  v i e w  t h a t  t h e  c o r p o r a t i o n ’s o v e r a l l  o r a a n i z a t i o n  a s  

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

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

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

t h e  e x i s t i n q  a d m i n i s t r a t i v e  a n d  m a n a a e m e n t  s y s t e m s  d u r i n q  t h e  

f i r s t  t w o  o r  t h r e e '  y e a r s  f o l l o w i n g  s t a t e  t a k e o v e r ,  i t  i s  d i f f i c u l t  

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

t h i s  l e q i s l a t i o n  w i l l  g e n e r a t e  c o s t  e f f i c i e n c i e s  n o t  e n j o y e d  

d u r i n a  f e d e r a l  o w n e r s h i p .

T h e  p h i l o s o p h y  i n  t h e  c u r r e n t  l e q i s l a t i o n  i s ,  t o  t h e  e x t e n t  

p o s s i b l e ,  t o  f o s t e r  a  s e l f - s u s t a i n i n g  b u s i n e s s  o r i e n t a t i o n  f o r  

r a i l r o a d  o p e r a t i o n s .  1'; is i s  c o n s i s t e n t  w i t h  t h e  T r a n s f e r  

T e a m ' s  a n a l y s i s  o f  t h e  t y p e s  o f  s t e p s  n e c e s s a r y  t o  a c h i e v e  a 

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

s t a t e  o p e r a t i o n s .



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

s i o n s  o r  a n y  m o r e  s e r v i c e s  t h a n  t h o s e  c u r r e n t l y /  i n  e x i s t e n c e .

T h i s  s h o u l d  a l l o w  t h e  r a i l r o a d  a d e q u a t e  t i m e  t o  r e o r q a n i z e  a n d  

s t r e a m l i n e  i t s  e x i s t i n q  o p e r a t i o n s .  I n  a d d i t i o n ,  a l t h o u g h  

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

t h e  r a i l r o a d ' s  d u t i e s ,  t h e  l o n q - t e r m  s a v i n g s  f r o m  p e r f o r m i n g  

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

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

e f f o r t s .

A t t a c h m e n t  E i s  a t e n  y e a r  s u m m a r y  ( F Y  7 3 - 8 2 }  o f  t h e  r a i l r o a d  

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

n o t e d  t h a t  a n  a d d i t i o n a l  $ 6 6 . 2  m i l l i o n  d o l l a r s  i n  c o n o r e s s i o n a l  

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

e x p e n s e s  a n d  c e r t a i n  c a p i t a l  n e e d s .



A T T A C H M E N T  A

O p e r a t i n g  B u d g e t  -  F Y 8 5

I n  T h o u s a n d s  ( 0 0 0 )  o f  D o l l a r s

Tl.ls o p e r a t i n q  b u d q e t  i s  p r o r a t e d  f o r  F Y  8 5 e x c e p t  f o r  t h e  i m p a c t s  

t o  s t a t e  a g e n c i e s  d e p i c t e d  i n  t h e  3 0 0  l e v e l .  A l l  a m o u n t s  s h o w n  a r e  

i n  1 9 8 5  d o l l a r s .  T h e s e  e s t i m a t e s  r e p r e s e n t  t h e  t o t a l  p r o r a t e d  

F Y  8 5  o p e r a t i n q  b u d q e t  f o r  t h e  r a i l r o a d  f o l l o w i n g  s t a t e  a c q u i s i t i o n  

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

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

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

C a t e g o r y

1 0 0  P e r s o n a l  

S e r v i c e s

A m o u n t

$ 2 4 , 3 5 0 . 0

2 0 0  T r a v e l 3 0 0 . 0

°J0 C o n t r a c t u a l  4 , 8 0 0 . 0

E x p l a n a t i o n

T h i s  f u n d i n g  l e v e l  i s  b a s e d  u p o n  

c u r r e n t  w o r k  f o r c e  o f  4 7 8  p e r m a n e n t  

f u l l - t i m e ,  3 3  p a r t - t i m e  a n d  6 4  t e m ­

p o r a r y  p o s i t i o n s .  O f  t h i s  a m o u n t  

s a l a r y  c o m p r i s e s  $ 1 9 , 9 8 0  a n d  b e n e f i t s  

c o m p r i s e  $ 4 , 3 7 0 .  A l s o  i n c l u d e d  i n  

t h i s  e s t i m a t e  a r e  t h e  B o a r d  o f  

D i r e c t o r s '  c o m p e n s a t i o n  e x p e n s e s .  .

T h i s  f u n d i n g  l e v e l  i s  t h e  e s t i m a t e  

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

t h e  B o a r d  o f  D i r e c t o r s '  t r a v e l  e x p e n s e

T h i s  f u n d i n q  l e v e l  i r c l u d e s  c o v e r a g e  

o f  t h e  f o l l o w i n g  a r e a s :  c o n t i n u a t i o n

o f  T r a n s f e r  T e a m  a c t i v i t i e s  f o r  F Y  8 5  

$ 1 , 7 5 0 . 0  ( s e e  A t t a c h m e n t  B ) ; T r a n s f e r  

F i n a n c i a l  A u d i t  -  $ 2 0 0 . 0 ;  $ 2 0 0 . 0  f o r  

i n i t i a t i o n  o f  t h e  S p e c i a l  R e p o r t  

r e q u i r e d  i n  S e c t i o n  9 o f  t h e  b i l l ;  

D e p a r t m e n t  o f  A d m i n i s t r a t i o n  -  $ 8 0 . 0  

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

r e l a t i o n s  c o o r d i n a t i o n ;  c o s t s  f o r  t h e  

l a b o r  r e l a t i o n s  a q e n c y  u n d e r  A r t i c l e  8 

o f  t h e  b i l l  -  $ 3 5 . 0 ;  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  -  $ 3 5 . 0  f o r  l a n d  

d e s i g n a t i o n  a c t i v i t i e s  u n d e r  A r t i c l e  5 

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

f u n d s  a r e  f o r  t h e  r a i l r o a d ' s  g e n e r a l  

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

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

f i n a n c i a l  p l a n n i n g  a c t i v i t i e s .



4 0 0  S u p p l i e s

5 0 0  E q u i p m e n t

5 . 2 0 0 . 0  T h i s  f u n d i n q  l e v e l  i s  r e q u i r e d  f o r  t h e

d a y - t o - d a y  o p e r a t i o n s  o f  t h e  r a i l r o a d ,

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

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

1 . 2 0 0 . 0  T h i s  i t e m  i s  t h e  c o m p l e m e n t  c: t h e  

s u p p l y  i t e m  a l s o  s u p p o r t i n g  d a y - t o - d a y  

r a i l r o a d  o p e r a t i o n s .

7 0 0  G r a n t s  & 

C l a i m s

1 , 5 0 0 . 0  T h i s  i t e m  p r o v i d e s  f o r  f u n d s  f o r  t h e  

r a i l r o a d ' s  r i s k  m a n a g e m e n t  e x p e n s e s ,  

p a y m e n t  o f  d a m a g e  c l a i m s ,  w o r k m e n ' s  

c o m p e n s a t i o n  e x p e n s e s  a n d  o t h e r  m o n e y  

c l a i m s  a g a i n s t  t h e  r a i l r o a d .  N o  

g r a n t s  a r e  a n t i c i p a t e d .

T O T A L * : 3 7 , 3 5 0 . 0



A t t a c h m e n t  B

3 / 1 4 / 8 4

ALASKA RAILROAD TRANSFER PROJECT 

FY 85 PROJECT BUDGET

The goal o f  the Alaska R a i lr o a d  T ra n s fe r  Team i s  to provide an 
o r d e r ly  and informed d ec is io n -m a k ing  process f o r  p o s s ib le  t r a n s f e r  
o f  the Alaska R a i lroa d  frcm f e d e r a l  ownership,  thus ensuring 
c o n t in u a t io n  o f  e s s e n t ia l  r a i l  se rv ic e s  in  A laska.  I f  a d e c is io n  
i s  reached to  pursue s t a t e  ta k e - o v e r  o f  the r a i l r o a d ,  then i t  is  
a lso  the goal  o f  the Alaska R a i lro a d  T ra n s fe r  Team to  organize 
and oversee a sys tem atic  t r a n s i t i o n  from f e d e r a l  ownership.

This  document discusses the major work components o f  the FY 85 
budget s u b m i t t a l .  The need to  pursue some o f  these e f f o r t s  i s  
e n t i r e l y  c o nt in g e n t  on a d e c is io n  to  a cq uire,  w h i le  o th er  work 
e f f o r t s  are separate from t h a t  d e c i s io n .  Attachment A provides 
the FY 85 budget s u b m it ta l  as introduced by the Governor. A t ta c h ­
ment B i s  the p r o je c t  budget f o r  FY 84 and provides considerable  
d e t a i l  reqarding s e v e ra l  work t a s k s ,  many o f  which are ongoing i n
1985.

The f o l lo w i n g  breakdown i s  s tru c tu re d  on a component or agency 
b a s is ,  versus r e i t e r a t i n g  s p e c i f i c  d e t a i l s  regarding ongoing 
work ta sk s.  As a r e s u l t ,  some o f  t h i s  e x p la n a t io n  should be read 
in  c o nju n c t io n  w ith  Attachment B in  order to  f u l l y  understand 
a l l  o f  the scheduled work e f f o r t s .

Work Component 41 -  A i s k a  R a i lr o a d  T ra n s fe r  Team S t a f f

As in d ic a te d  in  Attachment A, funding i s  needed to  support  fo u r  
p o s i t i o n s  in  the O f f i c e  o f  the Commissioner, Department o f  Trans­
p o r t a t i o n  and P u b l ic  F a c i l i t i e s .  These p o s i t i o n s  are as f o l l o w s :  
a State  R a i lro a d  C oordinator  (S p e c ia l  A s s is t a n t  I I ) ;  a P lanner IV ;  
a Planner I I I ;  and .a Correspondence Secretary I I I .  These fo u r  
i n d i v i d u a l s  comprise the T r a n s fe r  Team S t a f f  w ith  d i r e c t  respon­
s i b i l i t y  f o r  performance and c o o r d in a t io n  o f  a l l  team a c t i v i t i e s .  
This  group re p orts  d i r e c t l y  to  the Commissioner o f  DOT&PF i n  the 
performance o f  t h e i r  d u t i e s .  The f o l lo w i n g  breakdown represents  
expenditures d i r p c t l y  r e la t e d  to  t h i s  area by o b je c t  o f  exp e nd itu re,

Object o f  Expenditure D e s c r ip t io n  Amount

Personal Services 4 P o s i t i o n s  -  DOT&PF $195,100
T ra v e l  4 P o s i t i o n s  -  DOT&PF 66,000
C o n tra ctu a l  P r i n t i n a / 1 i m i t e d

P r o f e s s s io n a l  Services 35,000
Supplies  M iscel laneous 8 ,000

T o t a l $ 3 0 4 , 1 0 0



W o r k  C o m p o n e n t  # 2  -  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  A s s i s t a n c e

An e x i s t i n g  Reimbursable Services Agreement w ith  the Department 
o f  N a tu r a l  Resources w i l l  be continued dur ing  FY 85. Work e f f o r t s  
covered by t h i s  a s s is ta n c e  in c lu d e  ongoing support a c t i v i t y  by 
the D i v i s i o n  o f  T ec h n ic a l  Services f o r  conveyance documents and 
r e la t e d  t i t l e  review work. A d d i t i o n a l  support  by DNR w i l l  be 
provided f o r  c o o r d in a t io n  w ith  the Bureau o f  Land Management's 
c a d a s tr a l  survey work and a s s is ta n c e  from the D i v i s i o n  o f  Land 
and Water Management to  implement the r a i l r o a d  t r a n s f e r .  The 
f o l l o w i n g  breakdown by o b j e c t  o f  e xp e nd itu re  presents the needed 
funding  f o r  these s e r v ic e s .

Object o f  Expenditure  D e s c r ip t io n

Personal Services
Travel
C o n tra ctu a l

S upplies

4 P o s i t i o n s  -  DNR 
4 P o s i t i o n s  -  DNR 
M iscel laneous

P ro fe s s xo n a l  Services 
M iscel laneous

T o t a l

Work Component #3 -  Department o f  Labor Assistance

Amount

$191 ,900 
2 0 , 0 0 0

30,000
8 , 1 0 0

$250,000

S p e c i f i c  a s s is ta n c e  i s  s t i l l  needed by the Department o f  Labor to 
perform an e x t e n s iv e  survey o f  the r a i l r o a d ' s  p h y s ic a l  f a c i l i t i e s  
i n  r e l a t i o n  to  f e d e r a l  and s t a t e  o c cu p a t io n a l  s a f e t y  and h e a l th  
laws, r e g u l a t io n s  and standards.  Although t h is .w a s  scheduled f o r  
performance dur ing  FY 84, i n s u f f i c i e n t  funding re q uired  postponement 
o f  t h i s  work e f f o r t ,  u n t i l  FY 85. Scheduled funds dur ing FY 84 
f o r  t h i s  e f f o r t  were d iv e r t e d  to  cover a d d i t i o n a l  la b o r  r e l a t i o n s  
work by the Department o f  A d m i n i s t r a t io n  and the use o f  an E n g in e e r-  
i n - T r a i n i n g  p o s i t i o n  to  a s s i s t  w ith  the engineer ing  c o n d i t io n  
assessment. The f o l l o w i n g  breakdown pro vides  an est im ate  f o r  t h i s  
a c t i v i t y  by o b je c t  o f  e x p e n d itu r e .

Object o f  Expenditure

Personal Services

Tra ve l
T r a in in g
Con tra ctu a l

S upplies  
Equipment

D e s c r ip t io n  Amount

2 F u l l - t i m e  -  DOL $142,700
2  p a r t - t i m e  

2 F u i l - t i m e  -  DOL 7,300
2 F u l l - t i m e  5,200
M isc e l la ne o u s P r o f e s s io n a l  39,800 

Services
M isc e l la ne o u s 6,500
Health Sampling Equipment/

Memory T y p e w riter  12,000

T o t a l $ 2 1 3 , 5 0 0



Work Component #4 -  Department o f  A d m i n i s t r a t io n  Assf stance

A c t i v i t y  in  the area w i l l  c o n s is t  o f  c o n t in u in g  work e f f o r t s  
i n i t i a t e d  d ur ing  FY 84 e xp la in e d  under task #6 o f  Attachment B. 
P a r t i c u l a r  a t t e n t i o n  must be paid to  the a n a l y s i s  o f  the f i v e  
c o l l e c t i v e  b arga in in g  agreements, which w i l l  support  the f u l l  
sc a le  i n i t i a t i o n  o f  the tw o-year r e n e g o t i a t i o n  process in  con­
j u n c t i o n  w ith  the new e n t i t y  e s ta b l is h e d  to  operate the r a i l r o a d .  
Another important  work e f f o r t  w i l l  be to conduct an o r d e r ly  
t r a n s i t i o n  from f e d e r a l  to  s t a t e  ownership f o r  a l l  personnel 
m atters and ensure t h a t  a l l  o f  the s p e c i f i e d  requirements from 
the fe d e r a l  t r a n s f e r  l e g i s l a t i o n  are p r o p e r ly  met by the new 
o r g a n i z a t i o n  e s t a b l is h e d  t o  operate the r a i l r o a d .  Other e f f o r t s  
in c lu d e  a s s is ta n c e  with  insurance and r i s k  management needs. The 
f o l l o w i n g  breakdown by o b je c t  o f  e xp e nd itu re  presents the necessary 
funding f o r  t h i s  area.

Object o f  Expenditure

Personal Services

Tra v e l
C o n tr a ctu a l

s u p p l ie s

Description

1 Full-time Position
2 P a r t - t im e  P o s i t i o n s
1 F u l l - t i m e ,  2 P a r t - t im e  
L i a i s o n  A s s is t a n c e /  

M iscel laneous 
P r o f e s s i o n a l  Services 

M iscellaneous

T o t a l

Amount

$105,000
45,000

|OS',oo5>

2,400

$257,400

Work Component #5 -  Department o f  Law Assistance

A ssistance from the Department o f  Law i s  needed f o r  s e v e ra l  tasks 
to  be performed by e x i s t i n g  AG s t a f f  and r e t a in e d  s p e c ia l  co un s el .  
Included are the f o l l o w i n g  work e f f o r t s :  (1)  l e g a l  work p e r t a i n i n g
to the 3(e) {ANCSA) cla ims a g a in s t  r a i l r o a d  p r o p e r ty  by n a t i v e  
v i l l a g e  c o r p o r a t io n s ,  in c l u d i n g  ongoing n e g o t i a t i o n  and s t a f f  
work to support the S t a t e ' s  p o s i t i o n  d ur in g  the a d j u d i c a t i o n  
process;  (2) l e g a l  a s s is ta n c e  f o r  the p r e p a r a t io n  o f  t r a n s f e r  
documents and a t t e n t i o n  to  r e l a t e d  land conveyance problems; (3) 
r e s u l t i n g  from the response to  v a r io u s  court  a c t io n s  by t h i r d  
p a r t i e s  because the r a i l r o a d  t r a n s f e r ;  (4) ongoing l e g a l  a s s is ta n c e  
w ith  issues i n v o l v i n g  r e g u l a t i o n  by the I n t e r s t a t e  Commerce 
Commission ( IC C );  and (5) support o f  e f f o r t s  r e l a t i n g  to  p e r s o n n e l /  
lab o r  r e l a t i o n  m atte rs .  The f o l l o w i n g  breakdown by o b je c t  o f  
expenditure  presents the needed funding f o r  t h i s  area.



Object o f  Expenditure D e s c r ip t io n A m o u n t

Personal Services
T ra v e l
C on tra ctu a l

S t a f f  A tto rn e ys  
S t a f f  A ttorneys 
Wickwire Lewis 
David Walsh

$180,000

D a v i d  R o g e r s

2 0 , 0 0 0

150,000
75.000
75.000

T o t a l $500,000

Work Component #6 -  ICC Rate V a l u a t i o n / C a p i t a l  Plan A c t i v i t y

Work e f f o r t s  under t h i s  component w i l l  c o n s is t  o f  the f o l l o w i n g :  
(1) i n i t i a t i o n  o f  p la n n in g  work necessary to  f i l e  the app ropr iate  
v a l u a t i o n  s tu d ie s  before the ICC f o r  purposes o f  rate-m aking 
j u s t i f i c a t i o n ;  and (2) performance o f  ongoing c a p i t a l  p lanning  
a n a l y s i s .  T h is  second task w i l l  be a c o n t in u a t io n  o f  e f f o r t s  
performed under task #5 i n  Attachment B. I t  w i l l  be coordinated 
w ith  the i n i t i a t i o n  o f  the ICC v a l u a t i o n  s tu d ie s  to maximize 
g e n e ra t io n  o f  a data base u s e fu l  to  both e f f o r t s .  Funding in  
t h i s  area i s  needed f o r  c o n tr a c tu a l  a s s is ta n c e ,  which w i l l  be 
d i r e c t l y  managed by the T r a n s fe r  Team S t a f f .

O b j e c t  o f  E x p e n d i t u r e  D e s c r i p t i o n  A m o u n t

C o n tr a c tu a l  C o n s u lt in g  Assistance $225,000

T o t a l $225,000



ALASKA RAILROAD TRANSFER PROJECT BUDGET 

PROJECT BUDGET

The f o l l o w i n g  depicts  the p r o je c t  budget by work component and 
amount:

(1) Alaska R a i lr o a d  T ra n s fe r  Team S t a f f

A m o u n t

$ 304,100

(2) Department o f  N a tu ra l  Resources Assistance

(3) Department o f  Labor Assistance

(4) Department o f  A d m in is t r a t io n  Assistance

(5) Department o f  Law Assistance

(6) ICC Rate V a l u a t i o n / C a p i t a l  Plan A c t i v i t y

250.000 

213,500 

257,400

500.000

225.000

P r o je c t  T o ta l $1,7 >0,000



A T T A C H M E N T  C

C a p i t a l  Improvement Program -  FY85 

In  Thousands (000) o f  D o l l a r s

T h is  CIP i s  prorated f o r  FY 85. A l l  amounts shown are i n  1985 
d o l l a r s .  These estimates represent costs to  the S t a t e ,  and are 
o n ly  p art  o f  the ARR's t o t a l  c a p i t a l  budget. Revenues from the 
ARR f o r  c a p i t a l  improvements w i l l  be added to  S ta te  funding.

Item Amount

Workinq C a p i t a l  
Fund

OSHA/Code
Compliance

$ 4,900 As w ith  a l l  businesses,  the ARR
w i l l  need working c a p i t a l .  I t  i s  
estimated t h a t  one month's worth o f  
o p e ra t in g  expenses w i l l  be adequate 
workinq c a p i t a l  f o r  the ARR.

$ 4,500 As a fe d e r a l  agency, the ARR has
not been s u b je c t  to many h e a l t h ,  • ■ 
s a f e t y ,  and bui. ld ing code standards 
th a t  would otherw ise  app ly .  These 
codes w i l l  apply upon t r a n s f e r ,  and 
i n i t i a l  surveys conducted by the 
S ta te  have been used to  determine 
necessary compliance l e v e l s .  See 
Appendix C o f  the Alaska R a i lro a d  
A c q u i s i t i o n  Assessment f o r  more 
d e t a i l s .

Other C a p i t a l  
Improvements

$ 6,400 These expenses represent  the minimal 
expenditure  necessary f o r  the ARR 
to  m a in ta in  current  l e v e l s  o f  
s e r v ic e ,  w h i le  i n i t i a t i n q  e f f o r t s  
to  reverse d e t e r i o r a t i o n  o f  p h y s ic a l  
p la n t  c o n d i t i o n .  Component p r i o r i t i e s  
have been s e lec te d  using the f i n d i n g s  
o f  the S t a t e ' s  independent c o n d i t io n  
assessment. As in d ic a te d  in  the 
attached supplement,  most c a p i t a l  
improvements are f o r  track and 
roadbed, upgrade o f  c e r t a i n  carqo 
h a nd l in q  f a c i l i t i e s ,  and motive 
power and equipment purchases.

T O T A L $ 1 5 , 8 0 0



S u p p l e m e n t  t o  I t e m  S 3 ,  A t t a c h m e n t  C

Track & Roadbed -  $6,185,000
Ties  -  I n s t a l l  50,000 @ $42.00 ea.
R a i l  -  I n s t a l l  6 m ile s  @ $350,000 ea.
B a l l a s t  -  I n s t a l l  85,000 yd3 @ $14 yd 3
Other -  (Turnouts,  s le d d in q ,  c u l v e r t s ,  d i t c h i n q )

Bridges -  $883,000
Replace s t r i n q e r s ,  bents,  and spans 
Reset b e a r in q s ,  p i l e s ,  and abuttments

Tunnels -  $1,060,200
Line w ith  m u l t i - p l a t e  
Excavate rock f a l l  areas

Docks -  $706,800
P r e l im in a r y  work to  r e b u i ld  barge s l i p  #1 at W h i t t i e r

Communications -  $570,000 
Complete microwave system 
Remove pole l i n e s  
Acquire equipment

=  $ 2 , 1 0 0 , 0 0 0 -  

=  $ 2 , 1 0 0 , 0 0 0  

= $1 , 190,000 
= $ 795,000

Motive Power & Equipment -  $4,845,000
Locomotives = $2,250,000
Upgrade F a c i l i t i e s  = $1,845,000
Equipment = $ 750,000

Note: T h is  t o t a l s  $14.25 m i l l i o n  and i s  the ARR's o v e r a l l  FY 85
c a p i t a l  budqet, o f  which $6.4 m i l l i o n  i s  covered under t h i s  
f i s c a l  note.



A t t a c h m e n t  D
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T h e  f o l l o w i n g  f o u r  f i n a n c i a l  s t a t e m e n t s  ( T a b l e s  VIII t h r o u g h  XI )  d e s c r i b e  t h e  

f i n a n c i a l  s i t u a t i o n  ( N o t e  1) o f  T h e  A l a s k a  R a i l r o a d .

T A B L E  VIII: S T A T E M E N T  O F  I N C O M E  

F I S C A L  Y E A R S  1 9 8 2 - 8 3  

( T h o u s a n d  d o lla rs)

C A T E G O R Y 1 9 8 3 1 9 8 2

R E V E N U E S  ( N o t e  2): 

O p e r a t i n g  R e v e n u e s :

F r e i g h t $ 4 3 , 7 8 7 $ 4 7 , 8 7 7

P a s s e n g e r 3 , 3 0 5 2 , 6 2 7

O t h e r  ( N o t e  15) 5 . 3 0 5 4 . 9 4 1

T o t a l  O p e r a t i n g  R e v e n u e s 5 2 , 3 9 7 5 5 , 4 4 5

N o n - O p e r a t i n g  R e v e n u e s  ( N o t e  16) 3 . 6 9 7 3 . 3 5 2

T o t a l  R e v e n u e s  $ 5 6 , 0 9 4  $ 5 8 , 7 9 7

E X P E N S E S  i N o t e  3):

O p e r a t i n g  E x p e n s e s :

M a i n t e n a n c e  o f  W a y  &  S t r u c t u r e s  ( N o t e  4) $ 9 , 8 5 9 ^ ) $ 8 , 5 5 4

M a i n t e n a n c e  o f  E q u i p m e n t 1 2 , 3 2 6 1 1 , 7 0 2

T r a n s p o r t a t i o n 1 9 , 5 5 1 1 8 , 6 8 5

T r a f f i c  M a n a g e m e n t 8 6 5 7 5 7

I n c i d e n t a l 4 , 5 2 9 4 , 1 5 2

G e n e r a l  a n d  A d m i n i s t r a t i o n  ( N o t e  5) 5 , 8 6 3 5 , 1 2 8

T o t a l  O p e r a t i n g  E x p e n s e s 5 2 , 9 9 3 4 8 , 9 7 8

N o n - O p e r a t i n g  E x p e n s e  ( N o t e  17) .277 2 5 8

T o t a l  E x p e n s e s $ 5 3 , 2 7 0 $ 4 9 , 2 3 6

N E T  P R O F I T  ( S u r p l u s ) $ 2 , 8 2 4 $ 9 , 5 6 1

A d d  D e p r e c i a t i o n  i n c l u d e d  in E x p e n s e s 4 , 4 0 4 3 . 7 1 2

C A S H  F L O W  ( G a i n ) $ 7 , 2 2 8 $ 1 3 , 2 7 3

N o t e s  f o l l o w  T a b l e  X I

(1) I n c l u d e s  $ 1 . 7  m i l l i o n  w h i c h  w a s  p a r t  o f  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  m a j o r  

m a i n t e n a n c e  a n d  n o t  i n c l u d e d  in F Y  1 9 8 2  e x p e n s e .

E x p e n s e / R e v e n u e  R a t i o 9 4 . 9 7 % 8 3 . 7 4 %



/

T A B L E  IX: B A L A N C E  S H E E T  

S E P T E M B E R  1982-33 

(Thousand dollars)

iipapt

. C A T E G O R Y 1983 1992

A S S E T S :

Current Assets:

Oth' ' Liabilities and Unadjusted Credits 

Total Liabilities

Proprietary Interest (Note 13):

N e t  Investment

Retained Earnings fr o m  July I, 1954 

Current Y e a r  Operating Results 

Extraordinary Items (Note 6)

Total Proprietary Interest (Note 13) 

Total Liabilities &  Proprietary Interest

6,073

2.209

$8,282

200,621

(18.171)

2,824

(5,646)

179.628

$187.910

C a s h  (Note 8) $9,646 $14,966
Trust a n d  Deposit F u n ds  (Note 9) 32 7
A c c o u n t s  Receivable 14,195 13,105
Materials and Supplies (Note 10) • 10,143 7,040
Prepaid Expenses 20 0

34,036 35,118

jerties:

L a n d  (Note 11) 265 265
Buildings 12,943 12,921
R o a d w a y  Structures &  Facilities 127,215 125.000
E q u i p m e n t 57,995 49.864
N o n - O p e r a t i n g  Property 1.947 1.377

Total Properties 200,265 189,927
Less A c c u m u l a t e d  Depreciation: 60.516 57.678

Properties - N e t 139,749 132.249
Additions &  Betterments in Progress (Note 12) 11.599 12.059

151,348 144,308
sr Assets and Deferred Char g e s 2,526 3,029

Total Assets $187,910 $182,455

LIABILITIES &  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 :  

Current Liabilities:

A c c o u n t s  Payable $4,721

A c c r u e d  Payrolls Payable 1,320

Trust and Deposit F unds (Note 9) ____32

$3,416

1,056

 7

4,479

3.152

$7,631

192,995

(23.578)

9,561
(4.1541

174.824

$182.455

Notes follow Table XI



T A B L E  X: S T A T E M E N T  O F  C H A N G E S  IN F I N A N C I A L  P O S I T I O N  

F I S C A L  Y E A R S  1982-83 

(Thousand dollars)

C A T E G O R Y 1 9 e 3 1 9 8 2

Funds w e r e  provided by:

R e v e n u e s  an d  O ther Receipts 

Appropriations f r o m  Congress (Note 14)
$56,438

7.600

$58,699

6.160

Total F unds Provided 64,038 64.859

Funds w e r e  used for:

L a b o r

Other

Capital I m p r o v e m e n t s  &  R e p l a c e m e n t s

35,579

14,044

16,348

33,221

17,839

11.821

Total Funds U s e d  

Increase (Decrease) in G o v e r n m e n t  Equit ’

65,971

(1.933)

62,881

1,978

O ther Increases (Decreases): 

Undelivered Orders 

Supplies and Materials 

Properties 

O ther

(2.924)

3,103
7,040

(482)

3,983

1,119

3,964

513

Total, O ther 

Total Increase (Decrease) in G o v e r n m e n t  Equity

6,737

$4,804

9,579

$11,557

Proprietary Interest: 

Beginning Balance 

Increase (Decrease)

$174,824

4.804
$163,267

11.557

Ending Balance (Note 13) $179,628 $174,824

N otes follow Table XI



T A B L E  XI: F I V E - Y E A R  C O N D E N S E D  S U M M A R Y  O F  O P E R A T I O N S

F I S C A L  Y E A R S  1979-83 ....

(Thousand dollars)

! I

C A T E G O R Y 1983 1982 1981 1980 1979

R E V E N U E S :

Operating

N o n - O p e r a t i n g  (Note 16) 

Total R e v e n u e s

$52,397

3t697

$56,094

$55,445

3.352

$58,797

$40,782
3.159

$43,941

$26,737

2.155

$28,892

$23,200

2.D81

$25,181

E X P E N S E S :

Operating

N o n - O p e r a t i n g  (Note 17) 

Total Expanses

$52,993
277

$53,270

$48,978

258

$49,236

$40,358

273

$40,631

$34,380
344

$34,724

$31,285
204

$31,439

N E T  P R O F I T  (LOSS) $2,824 $9,561 $3,310 ($5,832) ($6,308)

Less Extraordinary Items 

(Note 6)

An n ua l  R e t ained Earnings

($5,646).

($2,822)

($4.1541

$5,407

($204)

$3,106

($692)

($6,524)

($319)

($6,627)

E x p e n s e / R e v e n u e  Ratio 94.97% 83 . 7 4 % 92.47% 120.19% 125.05%

N otes follow Table XI

A  m o d e r n  w h e e l  truing m a c h i n e  w a s  installed in a n ewly constructed shop building in 1983.
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1. S U M M A R Y  O F  A C C O U N T I N G  P O L I C I E S

T h e  Alaska Railroad uses the 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 m a n n e r  consistent with 

related c o m m e r c i a l  enterprises and, at the s a m e  time, in c o n f o r m a n c e  with the 

requirements inc u m be n t  upon a G o v e r n m e n t  agency.

A s  is the cu s to m a r y  practice of the industry, the Railroad uses betterment and 

retirement accounting instead of depreciation accounting for roadbed and track. 

U n d e r  this method, prescribed by the Interstate C o m m e r c e  C o mm i ssion, the cost of 

replacing tracks and structures— less salvage recovered— is charged to the 

appropriate operating expense account and only the cost of betterments is 

capitalized. T hese capitalized items are not depreciated, but upon retirement of 

the tracks and structures, the entire capitalized a m o u n t s — less salvage recovered—  

are charged to expense.

T h e  accounting system and related procedures disclose financial condition and 

operating results to provide full accountability of the G o v e r n m e n t’s investment in 

the Railroad and to afford m a n a g e m e n t  the necessary data to carry out its 

responsibility in the m o s t  efficient and economical manner.

T h e  Railroad is financed f r o m  a revolving funu.

2. R E V E N U E S

R e v e n u e s  f r o m  rail operations are included in i n c o m e  on an accrual basis upon 

the completion of service.

3. E X P E N S E S

Expenses are accrued or applied or both on a basis consistent with generally 

accepted accounting principles.

4. 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

M a i n t e n a n c e  of w a y  and structures include expenses incurred by engineering 

($9,207,000) and co m m u ni c a t i o n s  ($652,000).

5. 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 accounts include expenses for headquarters and 

staff ($1,378,000) and the administration d e p a r t m e n t  ($4,485,000).

6. E X T R A O R D I N A R Y  I T E M S

Extraordinary items include the loss on excess current inventories ($23,000), 

deferred outlays ($3,760,000), prior-year adjustments ($697,000), and costs 

associated with the transfer evaluation ($1,166,000).

N O T E S  T O  F I N A N C I A L  S T A T E M E N T S



7 .  D E P R E C I A T I O N

Depreciation is c o m p u t e d  using the straightline m e t h o d  and is based on 

estimated service lives of depreciable properties, except for the railway track and 

structures, w n i c h  are c o m o u t e d  using the industry betterment method. Depreciation 

charges are d e termined by using the composite or group rates applicable to various 

classes of property.

T h e  following is a list of depreciation charges in F Y  1983:

(Thousand dollars)

Mechanical - eq u i p m e n t $2,807

Engineering - buildings and structures 892

Transportation - docks 438

C o m m u n i c a t i o n s  170

Non-cperating 66

O t h e r  ____31
Total $4,404

8. C A S H

C a s h  refers to the fund balance with the U.S. Treasury, w h i c h  is the net a m o u n t  

of cash receipts, e.g., revenues, proceeds from sales, and a m o u n t s  of congressional 

appropriations, less disbursements.

9. T R U S T  A N D  D E P O S I T  F U N D S

Trust and deposit funds include special deposits and other collections not 

covered by the revolving fund and cleared by disbursement or transfer, as 

appropriate. A  contra account to this asset account is reflected in the liability 

section.

10. M A T E R I A L S  A N D  S U P P L I E S

Inventories, consisting of r eplacement or repair parts for equ i p me n t  and road 

property, construction materials, ano fuel, are valued at average cost, including 

freight.

11. L A N D

L a n d  includes only property purchased by the Railroad f ro m  private ow n e r s  and 

carried at acquisition cost. Th e Railroad o w n s  over 38,000 acres w i t h dr a w n  f r o m  

the public d o m a i n  at no cost; this land is not included in the financial records.

12. A D D I T I O N S  A N D  8 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. U p o n  completion of the capital project, the related 

costs are transferred into the c.ooropriate fixed asset property account.



1 3 .  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

T h e  proprietary interest shows the Federal G o v e r n m e n t’s net interest in T h e  

Alaska Railroad. A t  the end of F Y  1983, it is s u m m a r i z e d  as follows:

(Thousand dollars)

Appropriation by Congress $259,496

Allotments f r o m  other agencies, sales of lots, etc. 1,724

Property transferred or donated (not public domain) 19,903

Earthquake losses (16,738)

Deficits f r o m  operations an d  capital losses to 6/30/54 (63,764)

R etained earnings (7/1/54 to 9/30/82) (18.171)

F Y  1983 operating results 2,824

Extraordinary Items (Note 6) 15.646)

Total proprietary interest of the U.S. G o v e r n m e n t $179,628

14. 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

F unds appropriated b y  Congress w e r e  obligated within the fiscal year, as s h o w n  

below:

(Million dollars)

F Y  83 F Y  82

Congressional appropriations received $7.60 $6.16

Obligated during fiscal year $7.60 $6.16

A m o u n t  unobligated at end of fiscal year $0.00 $0.00

15. O T H E R  O P E R A T I N G  R E V E N U E S

O t h e r  operating revenues include those revenues that w e r e  neither freight nor 

passenger. Individual accounts exceeding $90,000 in F Y  1983 were:

(Thousand dollars)

Rei mb u r s a b l e  services $2,036
Sale of non-invested property 1,301
R e i m b u r s e m e n t s  - real estate, utilities, and e q u i p m e n t 541

Whittier shuttle - vehicles 533
W h a r f a g e  and handling 148

Mail 145
Switching 116
E q u i p m e n t  rentals 90

All other 395

Totai $5,305
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A t  a re-enactrrienc of the original golden spike c e r e m o n y  

G overnor Sheffield wields the s a m e  m a u l  used by President 

Harding in 1923.
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F R E I G H T
# *

Table II s h o w s  freight reve n u e tons a n d  freight r e v e n u e  dollars b y  m a j o r  

classification of c o m m o d i t i e s  for fiscal years 1983 a n d  1982. Total tonnage for fiscal 

y e a r  1983 e x c e e d e d  fiscal yea r  1982 b y  34 percent. F o r  the third c o n s e c u t i v } yea r  sand 

a n d  gravel led all other c o m m o d i t i e s  in p e r c e n t ag e  gains. T h e  p r i m a r y  cause of the 

6 0 - p e r c e n t  escallation w a s  a vigorous private a n d  business construction yea r  plus 

increases in public w o r k s  projects in A n c h o r a g e.  T h e  drop in m o v e m e n t s  of iron an d  

steel products f r o m  S e w a r d  to Fairbanks destined for the N o r t h  Slope f r o m  its p e a k  in 

1982 a c c o u n t e d  for the return of m a n u fa c t u r e r s  a n d  miscellaneous products to a lower 

level, but still a b o v e  F Y  1981.

T A B L E  II: F R E I G H T  T R A F F I C  B Y  C O M M O D I T Y

C O M M O D I T Y 1983 • " 

F Y

1982

F Y

%

C H A N G E

R E V E N U E  T O N S  C A R R I E D  (000‘s)

S a n d  a n d  Gravel 4,397.7 2,753.8 + 59.7

C o a l 625.8 653.6 - 4.2

P etro l e u m ,  Oil, Lubricants 462.2 439.4 + 5.2

M a n u f a c t u r e r s  an d  Misc. 323.1 449.9 - 28.2

T O F C / C O F C  (Piggyback) 98.0 122.4 - 19.9

Products of Forests 105.1. 77.0 + 36.5

Products of Agriculture . .  <?,l 6.8 - 10.3

Total T o n n a g e 6,018.0 4,502.9 + 33.7

R E V E N U E  D O L L A R S  (000's)

S a n d  &  Gravel 6,647 4,556 + 45.9

Coa l 5,007 5,072 -  1.3

Petro l e u m ,  Oil, Lubricants 9,723 8,376 + 16.1

M a n u f a c t u r e r s  a n d  Misc. 15,704 22,512 - 30.2

T O F C / C O F C  (Piggyback) 3,625 4,915 - 26.2

Products of Forests 2,955 2.301 + 28.4

Products of Agriculture 126 1*?. - 13.1

Total R e v e n u e 43.787 47.877 - 8.5



P A S S E N G E R

Aggressive and e x p a n d e d  advertising and marketing resulted in aw overall increase 

of 21 percent in passenger ridership as s h o w n  in Table II. T h e  marketing efforts 

included active promotion of tour packages w h i c h  attracted, for the first time, nine 

cruise ships to stop at the Railroad's Port of Whittier, and provideo over 14,000 of the 

special train riders.

T A B L E  III: P A S S E N G E R S  H A N D L E D

S E R V I C E

1983

F Y

1982
F Y

%

C H A N G E

Anchorage-Denali-Fairbanks 61,887 60,810 + 1.8

Anchorage-Portage-Whittier

(Shuttle)

117,740 95,449 + 23.4

Specials - H i  73 2. 18.857 + 68.3

Total Passengers Handled 211,359 175,116 + 20.7

T h e  n u m b e r  of vehicles carried on the Anchorage-Portage-Whittier (shuttle) service 

w a s  19,516, up 10 percent over F Y  1982.

T A R R I F S

“

Th e  m ajor  rate adjustments m a d e  in F Y  1983 are reflected in Table IV:

T A B L E  IV: F Y  1983 T A R I F F  C H A N G E S

T Y P E D A T E %  I N C R E A S E

Interline 1-17-83 5

Intrastate:

General C o m m o d i t i e s 2 - 1 2 - 8 2 5

Grnvel 4-19-83 3

Passenger:

A n c h o r a g e  - Fairbanks 

Whittier Shuttle

1-01-85

7-01-83

10

10



A t t a c h m e n t  E 

3/14/84

ALASKA RAILROAD OPERATIONS SUMMARY 
(D o lla r  Amounts in  Thousands) 

F is c a l Years 1973-1982*

FY 1973 FY 1976 FY 1975 FY 19/6 FY 1977 FY 1978 FY 1979 FY 1980 FY 1981 FY 1982
O pe ra ting  Revenue 
Non-Operating Revenue 

T o ta l Revenues

$16,996
681

17,677

$20,783
703

21,486

$41/1/
871

42,287

$52,517
1,161

53,678

$33,376
1,646

35,022

$27,440
1,651

29,091

$23,100
2,081

25,181

$26,737
2,155

28,892

$40,782
3,159

43,941

$55,445
3,352

58,797
O pe ra tin g  Expenses 
Hiin-Operat in g  Expenses 

T o ta l Expenses

$20,057
153

20,210

$22,389
158

22,547

$35,883
272

36,155

$49,387
191

49,578

$35,703
255

35,958

$33,301
213

33,514

$31,285
204

31,489

$34,380
344

34,724

$40,358
273

40,631

$48,978
258

49,236
Cain (Loss)

lie fo re  d e p re c ia t io n  - 
A f te r  d e p re c ia t io n

cash flo w  ($ 7) 
($ 2,533)

$ 1,300 
($ 1,061)

5 8,513 
$ 6,132

$ 6,628 
$ 4,100

$ 2,186 
($ 936)

($ 1,227) 
($ 4,423)

($ 3,089) 
($ 6,308)

($ 2,306) 
($ 5,832)

$ 6,567 
$ 3,310

$13,274
i_ir55i

C ap ita l E xpend itu res $ 1,260 $ 313 $ 2,772 $ 8,602 $ 8,316 $ 5,823 $ 8,181 $ 6,893 $11,409 $11,821
i

Revenue Tuns o f Major Commodities 
( in  thousands o f  tons)

Sand and Gravel 2 1 I 104 700 727 637 396 1,797 2,754
Bulk Petro leum 363 414 557 624 532 374 220 252 379 439
Coal 565 563 584 607 550 593 524 590 653 654
Iro n  & S tee l P ipe & F it t in g s 11 15 107 174 16 28 33 37 83 165
Piggyback 48 57 95 114 100 100 89 92 113 122
Fores t Products 49 56 120 124 82 68 55 109 101 77
Manufactured Iru n  & S tee l 18 37 60 89 19 12 12 10 8 19
Cement 15 14 25 32 42 33 33 32 43 51
Machinery and Machines 12 21 60 31 47 47 24 16 28 24
M fr s . 6 M isc. NOS 32 34 44 29 17 13 25 26 11 r*
O ther 216 165 209 260 200 183 156 181 146 198

TOTAL 1,331 1,337 1,862 2,188 2,305 2,178 1 ,808 1 ,741 3,362 4,503

Passengers 74,000 84,000 81,000 84,500 103,632 126,277 151,045 150,678 161,068 175,116

* Toe Federa l Government changed i t s  f is c a l year from  J u ly  1-June 30 to  October 1-September 30 beg inn ing in  FY 1977, re s u lt in g  in a tr im s  i t  inn qua rte r
1976. To avo id  a 15-month f is c a l year fo r comparisons, these s t a t i s t i c s  use J u ly  1, 1975 through June 30, 1976 as FY 1976, and October 1, 1976 th rong
September 3(1, 1977 as FY 1977, d ropp ing  the t r a n s i t io n  q u a r te r .

**H frs. & M isc. NOS. (not o the rw ise  s p e c if ie d )  d is c o n tin u e d , now inc luded  in  s p e c if ic  c a te g o iie s .  

10/H2/MFC
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I N T R O D U C T I O N

Thi s d o cu m e n t  1 b the c o n d e n s a t i o n  of a e l i d e  p r e se n t a t i o n  p re pared by four Harvard 

Business School students on the operations, m a r ke t s ,  finances, o rg a n i z a t i o n a l  structure 

and e x p a n s i o n  o p p o r t u n i t i e s  of the A l a s k a  Railroad. T h e  eight m o n t h  long study, m a d e  

in f u lfilling the r e q u irements of a M a s t e r ' s  D e g r e e  in Business Admi n i s t ra t i o n ,  attempted 

to answer, from a b u s iness viewpoint, two b road questions:

• * W h a t  is the A l a s k a  Railroad?

* W h a t  can it be?

W h i l e  the report w a s  w r i t t e n  d u r i n g  l e g i s l a t i v e  d e l i b e r a t i o n s  o n  the future 

of the Railroad, o u r  purp o se  w a s  to go beyond the b a s i c j u ri s d i c t i o n a l  issues in that 

process to e x a m i n e  factors r e l a t in g  to the R ai l r o a d  as a b u siness entity. In doing 

so, w e  reached two basic conclusions. The R a i l r o a d  not o nly can surv iv e  as an independent 

entity, but to take ad vantage of all of the o p p o r t u n i t i e s  o p e n  to it, the Railroad 

m u s t  b e  independent.



E X E C U T I V E  S U M M A R Y

W H A T  IS THE A L A S K A  R A I L R O A D ?

♦AS IS, THE A L A S K A  R A I L R O A D ' S  F R E I G H T  O P E R A T I O N  IS W O R T H  $8.5 MILLION.

* T R A C K  A N D  E Q U I P M E N T  ARE A D E Q U A T E  F O R  T H E  L I N E ' S  C U R R E N T  L E V E L  O F  VOLU M E ,  * 

W H I L E  THE L E V E L  O F  V O L U M E  IS H I G H  E N O U G H  TO E N S U R E  P R O F I T A B I L I T Y .

♦ T H E  N E T  IMPACT O F  F E D E R A L  O W N E R S H I P  IS D E C I D E D L Y  N E G A TIVE,

W H A T  C A N  IT BE? THE A L A S K A  R A I L R O A D . . .

r ?

" C A N  BE  A P R O F I T A B L E  P R I V A T E  E N T I T Y  W I T H  TAX A N D  F I N A N C I A L  O P P O R T U N I T I E S  

W O R T H  $52.5 MILLION.

• C A N  B A L A N C E  ITS T R A F F I C  F L O W S  S E R V I N G  M A R K E T  N I C H E S  W O R T H  $12 . 2 5  MI L L I O N .

• C A N  E X P A N D  T O  A M B L E R  E C O N O M I C A L L Y  IF M I N E  D E V E L O P M E N T  IS C O O R D I N A T E D  TO 

A G G R E G A T E  TONNAGto.

• C A N  DO  ALL OF  T H E S E  T H I N G S  B E T T E R  W I T H  M A N A G E R I A L  I N D E P E N D E N C E  F R O M  G O V E R N M E N T .



O P E R A T I O N S  S U M M A R Y

T h e  A R R ' s  l a b o r  c o s t s  a r e  h i g h  r e l a t i v e  t o  o t h e r  r a i l r o a d s .

W o r k  r u l e s  a r e  c o m p a r a b l e  t o  i n d u s t r y  n o r m s .

T h e  A P R ' s l o c o m o t i v e s  a n d  r o l l i n g  s t o c k  a r e  v e r y  o l d . T h i s  a g e  c o u p l e d

W I T H  E X P E N S I V E  L A B O R  R E S U L T S  IN H I G H  M A I N T E N A N C E  COSTS.

T h e  t r a c k  i s  i n  G O O D  SHAPE/ H O W E V E R # I N C R E A S E D  t o n n a g e  c o u l d  e x a c e r b a t e  
AN  I M P E N D I N G  N E E D  FOR A H I G H E R  TIE R E N E W A L  RATE.

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

O P E R A T I O N G A L  E F F I C I E N C Y .  O V ERALL# D E S P I T E  ITS PROBLEMS# THE A P R  IS 

D O I N G  O.K. O P E R A T I O N A L L Y .



OPERATING RATIO ANALYSIS

* The following bar charts show a tlme-serles comparison of the ARR's 

performance according to the 5 key operating ratios: MOW, MOE, T & T,

G & A, and overall Operating Ratio.

* They show dramatically how Increased volume since 1980 has Improved performance.

* However, the ratio Improvement masks some underlying problems or events:

— The decline In MOW Is probably too severe and Is Indicative of some 

amount of deferred maintenance

— The 1982 upturn In MOE shows how the old equipment Is straining to cope 

with greater volume

— T & T has benefltted from a new crew consist agreement In 1981 which 

eliminated 1 brakeman from each freight train's c r e w 1



I OF OPERATING REVENUE

CLASS 1'80 CLASS H'00

RATIO COMPARISON
OPERATING RATIO

ARR*79 ARR'80 ARR'81 ARR'82



:

AL A S K A  R A I L R O A D

C o m p a r i s o n  of  O p e r a t i n g  Ratios 

(% of O p e r a t i n g  Revenue)

Class I 

1 9 8 D

Class I 

1981

Class 11 

1980

ARR 

. 19 7 9

ARR

19 8 0

ARR

1981

ARR

1982

YTD

17.9 17.5 18.3 32 . 2 32.2 25.1 2 1 . 6

2 2 . 2 22.7 16.6 3 6 . 0 33.4 2 3 . 6 2 4 . 9

44.1 . 4 5 . 0 45.4 6 1 . 6 52 . 0 4 3 . 2 40.5

8 . 3 8 . 1 9.5 17.7 17.5 12.7 1 2 . 1

92.5 93.3 91.4 1 4 7 . 0 135.0 104.6 99.2

Sources: Ai a s k a  R a i l r o a d  Annual Reports

Moodys T r a n s p o r t a t i o n  Manual 1981 

A m e r i c a n  A s s o c i a t i o n  of  R a i l roads

i
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LAB O R  C O M P A R I S O N S

Total L a b o r  C o s t / O p e r a t i n g  R e v enue

Class I 

8 0

4 0 . 1 %

Class II 

80

4 9 ^ 6 %

ARR

79

ARR

80

ARR

81

9 1 . 0 %  8 1 . 2 %  6 1 . 2 %

C o s t / E m p l o y e e  ($000)
1

$2 4.7 $24.1 NA $36.2 $37.0

Oper. R e v . / E m p l o y e e  ($000) $ 5 7.4 $51.3 NA $44.7 $60.4

1
ARR labor c o s t s  a r e  hi g h  r e l a t i v e  to o t h e r  r a i l r o a d s .  After a d j u s t i n g  for 

a 2 0 %  A l a s k a n  COLA/ the A R R  e x c e e d s  the a v e r a g e  for Class I a n d  II r a i l r o a d s  

by $ 6 - 7 / 0 0 0 .

Additional Labor Cost = Total Cost - (Class I + II a v e r a g e  x 1.2 COLA) 

for 1 9 8 0  = $36.2 - ($24.3 x 1.2)

= $7 / 0 0 0



E X C E S S  

L A B O R  . 

COST



Q U A L I T Y  OF A S S E T S

L o c o m o t i v e s

* a v e r a g e  h o r s e p o w e r ;  1911 HP

* % o f  3 0 0 0  H P  In total fleet: 2 5 %

* a v e r a g e  a g e  b u i l t  —  18,1 y e a r s

Inc. r e b u i l d s  —  1 7 . 0  y e a r s

Class i a v e r a g e  —  10-11 y e a r s

* 1981 a v e r a g e  o u t - o f - s e r v l c e  ( b a d - o r d e r  r a t i o ) :  1 6 %

C l ass I a v e r a g e : < 1 0 %

C o m m e n t s

1. The A R R ' s  t o n n a g e  a n d  t r a c k  c h a r a c t e r i s t i c s  s t r o n g l y  s u g g e s t  a fleet 

o f  e x c l u s i v e l y  3 0 0 0  HP  l o c o m o t i v e s  w o u l d  be a p p r o p r i a t e .

2 . W i t h  l o c o m o t i v e  us e f u l  e c o n o m i c  life a t  a p p r o x i m a t e l y  18 y e a r s  b e f o r e  

rebuilds,, the ARR's h i g h e s t  c a p i t a l  p r i o r i t y  s h o u l d  be e n g i n e  r e p l a c e m e n t .



Q U A L I T Y  OF ^SSETS (cont.)

Rolling stock

* a v e rage a g e  of cars; 30 years

Class II average; 18 years

* net book value o f  e q u i p m e n t  as % of total assets; 11.3%

Class II average; 2 0 . 7 %

Comments

1. The ARR c o u l d  Improve Its m a i n t e n a n c e  of e q u i p m e n t  ratio (MOE/op. revs) 

through Investment ,iew cars.

2. The ARR's recent a g r e e m e n t s  to buy 75 100-ton hopper cars are a good 

move in the right direction.

Road & Structure

* 40% of the track Is r a ted Class IV (up to 45 MPH freight) by the 

Federal Rail Admi n i s t r a t i o n

\  on l y  5 %  Is r a ted for less than 2 0  MPH o p e r a t i o n

* rail weight s 115 lb.

Class I norm; 132 lb.

* % o f  ties rene w e d  per year; 1. 2 %  (83-year cycle)

Class I norm; 3 . 0 %  (33-year cycle)

* % of  road book value/total assets; 6 0 . 0 %

Class II average; 4 6 . 4 %

" Comments

1. The overall Class IV rating of the track Is excellent.

2. At some m u l t i p l e  of current volume, the ARR will ha v e  to consider

132 lb. rail

X Tlio ADI) fnror n rl nnrinrl-iin !• I n rnnm.iol rr»hn



MHJAL COST 

(MILLION)

CUM. TIES 

REPLACED

EXPECTED FUTURE TIE REPLACEMENT & COST
%

1901-1992

. O H  TIES REPLACED (000) A N N U A L  C O S T

1981 1982 1983 ,1984 1985 1988 1&87 1988 1989 1990 1991 1992

YEAR



1. Total ties on ARR: 1.95 inlllipn

2. Key facta:

i) O ver 30 years ago, more than 25% (500,000+) of the ARR's ties were replaced In a single 3-year spsn, 

1948-1950. T h e  A R R  risks a simultaneous mass  deterioration of these ties.

li) Over the last 12 years, the A R R  has replaced ties at a rate equal to an 83-year tie life expectancy.

ill) The weighted average life of oil A R R  ties is about 27 years.

iv) Most "lower 48" railroads use a 30-40 year tie life expectancy.

v) A  major savings (33%) in the tie installation labor coats results from tie renewals at rates in excess

of 17,000 per year.

3. Cost per tie Installed:

(1) (2)
At replacement rate of 17,000/year or less using At replacement rate of 17,000/year or more using

section crew labor tie gang labor

Tie $16.55 Ti e  $16.55

Shipping 3.45 Shipping 3.45
Labor @ 1 hr/tie 23.00 Labor @ 2/3 hr/tie 15.50

Supervision, Machines 0.50 Supervision, Machines 8.50

Total $51.50 Total $44.00

4. Comparison:

In 1980, a major Class I railroad budgeted tie replacement costs os follows:

Tie $20.65

Labor 9.55

Total $30.15

5. The issue: What la the appropriate tie replacement cycle for the ARR, g iven its physical environment and

light.density traffic?

Factors Suggesting Shorter than Average Life Factors Suggesting Longer than Aver a g e  Life

* severe weather (effects unclear) * weather

* soft subgrade In m a n y  places * light traffic density

* permafrost conditions

* pit-run ballast

6. V i e w  of the ARR's Chief Engineer:

i) "If tie life is 35 years, I'm in a lot of trouble." 

li) "Mithin the next 5 years, we'll have to start replacing more than 50,000 ties per year,"

TIE REPLACEMENT ANALYSIS
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8 ALASKA RAILROAD
REVENUE TOM-HILES

TON-HILES (MILLIONS)



MARKETING SUMMARY

*THE LEVEL OF ALASKA'S E C ONOMIC ACTIVITY HAS REACHED THAT OF PEAK PIPELINE 

DAYS. THE ALASKA RAILROAD'S ONGOING VOLUME IS NOW AT A PROFITABLE LEVEL.

•NEAR-TERM MARKET GROWTH OF GENERAL COMMODITIES PRESENTS TREMENDOUS
11

OPPORTUNITY. IF UNREGULATED, THE RAILROAD CAN CONTINUE TO EXPLOIT 

ITS STRUCTURAL COST ADVANTAGE TO GA I N  MARKET SHARE. ANTITRUST LAWS 

MAY APPLY ONCE THE R A ILROAD LEAVES FEDERAL OWNERSHIP.

•SOUTHBOUND OIL TRAFFIC, IF INTERIOR ALASKA REFINING EXPANDS ON PLAN, HAS A 

P R E SENT VALUE OF $8,232 MILLION. PROJECTED COAL EXPORTS TO ASIA RAISE THE 

RAILROAD'S PRESENT VALUE $4,025 MILLION. BOTH COMMODITIES SOLVE A LONGTIME 

RAILROAD P R O BLEM BY BALANCING VOLUME FLOWS WITH NORTHBOUND TRAFFIC.

•PASSENGER TRAFFIC IS CLOSE TO P R O FITABILITY ON ALL BUT LOCAL SERVICE BETWEEN 

ANCHORAGE AND FAIRBANKS. SELF-PROPELLED CARS, A STATE SUBSIDY, OR BOTH 

MAY BE NECESSARY TO CONTINUE THAT SERVICE.



COAL EXPORTS: W H A T  IS IN S T O RE  FO R  T H E  A L A S K A  RAILROAD?

* T h e  Usibe l li  Mine; H e a l y  will expand p r o d u c t i o n  as it is contracted for. Li kelihood

- of high tonnages is dim, typified by slowness in getting contracts.

* M obil-held leases in the Y e n t f n a  field, if developed, could m e a n  substantial n e w  tonnages

for the railroad.

I  * Railroad r i g h t - o f - w a y  is preserved to J o n e s v i l l e  Mine, closed mld-1960's. D e v e l o pm e n t

u n l i k e l y  soon as m i n e  is underground.

|J * O f f - s y s t e m  p r o p o se d  development, suc h  a s  Beluga and Bering River, ma y r e q ui r e  r ail service.

Al a s k a  Railroad should pur s u e  the o p p o r t u n i t y  to s e rv i c e  these areas and r e c o g n i z e  fuller 

us e  of equipment.

I
A L A S K A  C O A L  EXPORTS: W H A T  W I L L  M A K E  T H E M  .HAPPEN?

|[ Markets

— , * Total dem a n d  for s team coal in Japan, Korea, and T a i w a n  was  24.3 m i l l i o n  tons

>1 in 1981. It is estimated dem a n d  will dou b l e  by 1985; a g a in  by 1990,

* Alaska, 100 0  m i l e s  clo s e r  to A s i a n  ports, has cost a d v a n t a g e  over W e s t e r n  U.S.

^  * Backhaul of c oal s o u t h wil l  help A l a s k a  railroad k e e p  pr i c e s  down.

f * Central A la s k a ' s  lo w  B t u / h i g h m o i s t u r e  coa l  r e q uires dedi c a t e d  plants or a 

b l e nding or co k i ng  p r o c e s s  to raise coal value.

* ,

I

I  '



WHAT'S DEHIND NORTH POLE'S ADVANTAGE IN SERVING THE ANCHORAGE MARKET?

BY RAIL BY TANKER AND PIPELINE

Prudhoe-North P o l e  $ 3 ,72/bbl. P r u d h o e - V a l d e z  $6.10/bbl.

Railroad to A n c h o r a g e . ..2.66 Tanker to N l k l s k l  50

Unloading c h a r g e s    .08 . Pipeline to Anchorag e .69

TOTAL $6,46  CUSTOMER SAVES .85............ $7.29

FOUR REASONS:

A. COOK INLET REFINERIES USE MORE NORTH SLOPE CRUDE

•Chevron retrofitted In 1981 to 100% production using ANS crude. 

Tesoro Is now operating on 15% ANS production.

B. FERC DIFFERENTIATES BETWEEN INTRASTATE AND INTERSTATE IN TAPS PRICING.

C. INTERIOR REFINERIES INJECT RESIDUALS INTO THE PIPELINE.

D. ALASKA RAILROAD RATES STAY UNDER THE VALDEZ-NIKISKI "PRICE UMBRELLA."



RA I L  ROUTE: 

P R U D H O E - N O R T H  P O L E -  

A N C H 0 R A 6 E

P I P E  A N D  W A T E R  

ROUTE: P R U D H O E -  

V A L D E Z - K E N A I -  

A N C H O R A G E

B A R H O W

N O M E
F A I R B A I

H E A L Y

ITRANA

M E R
A N C H O R A G

A L D E Z

J U N E A USEW|\RD

K O D I A K

G U L F  O F  A L A S K A  K E T C

B E A U F O R T  S E A

P R U O H O E  B A Y

O I L  "PRICE U M B R E L L A "

P R U D H O E - V A L D E Z - K E N A I - A N C H O R A G E .......$ 7 . 2 9 /  barrel

P R U D H O E - N O R T H  P O L E - A N C H O R A G E ........... b _ M

COST S A V I N G S  $ .83/barrel



PROJECTED INCREASE IN PETROLEUM TRAFFIC

ASSUME:

•BASE CASE OF 1300 CARLOADS OF OIL AND PRODUCT SHIPPED THROUGH 1992.

•DEMAND ASSUMPTIONS ARE BASED ON NEAR TERM INCREASED CAPACITY AT NORTH POLE.'

•FURTHER, NORTHBOUND GASOLINE TRAFFIC FALLS OFF AS AN INTERIOR REFINERY 

ADDS THAT CAPACITY IN THE MIDDLE 1980'S.

•EVENTUAL INCREASES IN SOUTHBOUND SHIPPING OF PRODUCTS FROM THE NEW REFINERY.

•DOYON LTD., A NATIVE CORPORATION, RECENTLY SHELVED PLANS TO BUILD A 

REFINERY BECAUSE OF THE OIL GLUT. MAPCO IS CONSIDERING EXPANSION AT 

NORTH POLE, THE ONLY EXISTING INTERIOR FACILITY.

VALUE OF THIS TRAFFIC, BASED ON RAILROAD PROJECTIONS:

$8.232 MILLION, discounted at 5% real return



f t
I •. FREIGHT REVENUE PER TON-MILE COMPARISON

w m H l a l H n 'l > I B ^ n H I W I a M a l H m l l ^ M a

CENTS PER TOH-HILE
19
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A L A S K A  RA I L R O A D  PRICING

At about 1 0  cents per revenue ton-mlle the A laaka Railroad charges almost twice what other 
Class II railroads charge.

Clearly the d i f f e rences In the costs of op e r a t i o n  In Alaska are the m djor cause 
of higher prices since the Railroad is barely profitable w i t h  the current price 

structure.

• Volume gains have dramatic effects on costs per ton-mile. A s  volume benefits from market 

growth and increased m a r k e t  share, there will be an umbrella created between prices and cpsta.

• This umbrella m a y  be used by the Railroad to either Increase profitability or reduce prices 

and gain m arket share (which would result in even lower costs).

• Sea/Land and T o t e  appear to be very v u lnerable to aggressive pricing by the Railroad

and Al a s k a  Hydrotrain. One railcar can carry three containerloads. Containers and trailers 

have higher per- t o n  variable cost than rallcars.

* T his cost advantage is greatest wh e n  a full 60-ton carload or m o r e  can be received by the 

shipper at o n e  time. For such shippers the Railroad has begun using "contract rates" in 

w h i c h  the shipper gets a lower price in return for guaranteed mini m u m  tonnages and full- 

carload loading. For example, in lumber and plywood delivered to Anchorage in 1981 

the Railroad had b elow average price increases to its shippers while receiving much grepter 

revenues per carload.

■ Contract rateB permit the Railroad to be competitive for d el i v e r y  not only to Fairbanks 
(a long haul) but to A n c horage (a short haul).

fe* :

•• < 
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E S T I M A T E D  MARKET SHARE IN THE R A ILBELT

Railroad and Truck 

1980 and 1981

1980 1981

1 0 0 0 #s Tons Share % 10OP's Tons Share %

Alaska R a i l r o a d 1

Port of Whittier 219.9 2 7 1.0

Port o f  Seward 7.8 22.5

Port o f  Anchorage —  Bulk 44.1 70.7

Port of Anchorage --

Piggyback to Fairbanks 91.0   102.4 . _________

Total Alaska Railroad 362.8 29 466.6 32

Truck

Port of Anchorage —  Bulk 50.8 35.4

Port of Anchorage —

Trailer and container 841.6   955.3 _________

Total Truck 892.4 71 990.7 68

Total Rallbelt 1255.2 100 1457.3 100

1 Alaska Railroad d a t a  are for years ended September 30th while Port of Anchorage 

data Is for periods ended December 31st,. The last three months of the.year are 

slow periods so the ARR fiscal data Is a good a p p r o x i m a t i o n  of the traffic In 

the calendar year.



■

ESTIMATED RAILBELT MARKET SHARE (TONS)
RAIL AND TRUCK 1930 ft 1991

TRUCK (681)

SVITCH TO R A H  1981 (31)

RAIL 1923 (29X)



M A R K E T  S H A R E

• T h e  Ala s k a  R a il r o a d  picked up a 3% gain in s h a r e  of total tons delivered to the railbelt 

b e t w e e n  1 980 and 1981 through a g gressive sales, c o n tract rates, etc.

• T his gain r es ulted in a 10. 37. gain in gene r a l  c o m m o d i t y  tonnage for the railroad itself.

As the graph shows, the m o d e s t  3% gai n  is large r e l at i v e  to the 29% share held by the

railr o a d  in 1980.

• Th e  Port  of A n c h o r a g e ' s  s hare of to al tonnage d e l i v e r e d  to the railbelt fell 2%. W h i l e

the total m a r k e t  g r e w  16% the Port g r e w  only 13%.

• Sea/Land and T o t e ' s  total s hare of tonnages a l s o  drop p e d  from 74.3% in 1980 to 

72.6% in 1981 as the R a i l r o a d ' s contract rates shifted traffic to the Port of 

W h i t ti e r  via rail barge.

• Rai l b ar g e  s hare ros e  from 17.5% in 198 0  to 18.6% in 1981.

• Du e  to the high fixed cost of railroads, c o n t a i n e r s hi p s ,  railbarges, and ports,

siaall shifts in v o l u m e  have d r a m a t i c  effects o n  p r ofitability. This is why o r g a nizations 

su c h  as Sea/Land, Tote, and the Port of A n c h o r a g e  respond so v o c a l l y  to the mor e  
ag g r e s s i v e  stance of the A l a s k a  Railroad.

• P r i c i n g  wi l l  a l s o  have d r a m a t i c effects o n  profitability. A s  m a r k e t i ng  becomes 

m o r e  aggressive, p r o f i t a b i l i t y  m a y  d e c l i n e  for all part i es  except whe n volume gains 

o u t w e i g h  p rice cuts as occurred for the Al a sk a  R4/JT|.road in 1981.



F O R E C A S T  G E N E R A L  C O M M O D I T Y 1 REV E N U E S  & R E V E N U E  TON M ILES

( 4 «  A N N U A L  G R O W T H , C O N S T A N T  R A I L R O A D  M A R K E T  S H A R E )

I

1980 1981 1990

Revenues ('000) $16,072 $20,447 $31,711

Revenue Ton-Mlles 133 M 184 M  285 M

(Millions)

Source: U.S. Army Corps o f  Engineers 

A laska Railroad

E x c l u d e s  Gravel, Petroleum, and Coal.

2000

$51,669

465 M



R E V E N U E  T O N - M I L E S l B Y  C O M M O D I T Y  G R O U P  

1 9 8 0  and 1981 

(In M i l l i o n s )

Coal 

In State

E x p o r t

P e t r o l e u m  In Tank Cars 

Out o f  S tate

North Pole

Gravel

P i g g y b a c k

M e r c h a n d i s e  

In S t ate Origin

Out o f  State Or i g i n

Source: Alaska R a i l r o a d  

Internal Data

A R E V E N U E  T O N - M I L E  IS ONE TON 
ONE MILE.

1 9 8 0  1981

5 9  64 + 8 . 5 %

7

56 50  - 1 0 . 8 %

8  25 + 3 1 2 . 5 %

15 77 + 5 1 3 . 3 %

39  40 + 2 . 6 %

35 13 - 6 2 . 9 %

5 9  131 + 2 2 2 . 0 %

271 407

R E V E N U E - P R O D U C I N G  C A R G O  C A R R I E D



TRAFFIC ANALYSIS

• O i l  -  A s  C o o k  Inlet refineries have begun to use N o r t h  Slope crude, the North Pole refinery

has exploited a transportation cost advantage. T h e  Railroad has accordingly carried 

m o r e  Jet fuel south to Anchorage.'

• Gravel - T h e  Railroad has aggressively expanded its gravel haul business between Palmer and

A n c h o r ag e  w i t h  the construction boom in Anchorage.

• M e r c h andise - T h e  Railroad has participated in the 16% growtii in tonnages delivered to the

A l a s k a  Railbelt between 1980 and 1981 plus It gained about 3% In share of that market 

t hrough cv-.itract rates and aggressive sales.

• Drilling Pipe -  Only  about 25% of growth in me r c h andise has been related ico North Slope activity. 

Declining Business

• Logs -  Al m o s t  all the decline in in-state mercha n d i s e  caine from the closing of the chipping mill
at Seward due to a court ruling on in-state timber primary processing. The Railorad no 

longer delivers logs from Nenana to Seward.

Conclusions:

• The Railroad's traffic volume, w h i c h  haB almost reached the level of pipeline-construction 

years, is based on a solid mi x of business that does not rely on any one project or contingency. 

It is a result of the general growth and strength of the Alaska economy.

Causes of 50% Crowth in Revenue Ton-Hlles 1980-1981

Sources of Gro wth



PIGGYBACK(TOFC/COFC)

SANO/GRAVEL (19Z)
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T h e  Alaska Railroad's primary competitors In overland transportation are truckers. 

Th e  Railroad dominates the Fairbanks market w i t h  deliveries from the Ports of 

Seward, Whittier, and Anchorage while truck delivery from the Port of Anchorage 

dominates the Anchorage market.

T h e  Railroad receives piggyback traffic bound f o r  Fairbanks from the container-^ 

ship firms, Sea/Land and Tote, but it also indirectly competes w i t h  these firms witty 

rail d eliveries to Anchorage vi a  railbsrge from the Port of Whittier. Thus the 

Railroad is a major player in the competition betw e e n  contalnerships and railbargea 

for sea delivery from the lower-48 United States and Canada,

Similarly the Alaska Railroad has a m a j o r  impact o n  w hich port handles 

deliveries to the Railbelt markets of A n c horage and Fairbanks. Drilling pipe 

delivered by the Railroad from Seward to Fairbanks bypasses the Port of Anchorage, 

for exnmple. Lumber and plywood delivered by the Railroad to Anchorage under 

contract rates via the Port of Whittier also bypasses the Port of Anchorage even 

though Anchorage is the destination of the cargo.
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•ANCHORAGE - FAIRBANKS PASSENGER SERVICE

D E S C R I PT I O N :

The Alaska Railroad operates daily express passenger service northbound and s o u t h b o u n d » w i t h  stops at 

Anchorage, Talkeetna, Denali National Park (Mt. McKinley), and Fairbanks in summer. It is a major 

means of tourist transport for the south-central region of Alaska. The trip from A n c horage to Fairbanks 

is 356 miles.

T h e  Railroad also ‘operates local passenger service in summer between A n c h o r a g e  and Fairbanks 

twice each wa y each week. These trains service a remote region of homesteads between Talkeetna and 

Cyrry wit h flag stopa. They also connect the major cities of Anchorage and Fairbanks.

In winter, a mixed freight and passenger train is operated northbound on Saturday and Southbound on 

Sunday. Up to 25 freight cars are added to the trair. to help offset passenger losses. Transportation and 

maintenance &osts are then allocated to freight service. Real savings are mlnlmaL since an extra 

locomotive is usually added to the northbound mixed train. Regular winter freight trains during w e e k­

days have extra capacity to handle the 25 cars during the week. Some savings m a y  be realized in 

per d iem expenses due to quicker turnaround of offline-origin cars.

A. Statistics

* Rldershlp

* Revenues

* Fare Increase

B. Analysis and Conclusions

* Consistent increases in fares have not damaged summer rldershlp.

* Winter rldershlp has fallen du e  to higher fares and service cuts. Sprvice has fallen from

3 trains per week to 1 train per w e e k  each way in winter.

* The railroad is no longer a n  important intercity passenger '.ink. Its fare is 6 5 %  of airfare

and the trip takes 11 hours longer. Less than 30 passengers per w eek ride in winter from

Anchorage to Fairbanks.

* Tourist ridership in summer is less sensitive to higher fares and may rise over time.

—  Costs art’; fixed and load factor is only 5 4 % .

—  Up to 30-40% additional ridership on express trains would incur no additional costs 

except traffic and promotion.

1980-1981 change

* .2% 
+26.6% 

+25.0%



A n c h o r a g e  t o  F a i r b a n k s  P a s s e n g e r  S e r v i c e

1 9 8 0

1 9 8 0  t o  1 9 8 2  

1 9 8 1 1 9 8 2 (e s t i m a t e d )

G r o s s  R e v e n u e  

C o m m i s s i o n s ^

A l l  L o c a l  

L 3 0 5 1 

( 56)

E x p r e s s

1 , 3 8 6 3

(65)

L o c a l

3 5 8 1

(6)

T o t a l

1 , 7 4 4 ^

(71)

E x p r e s s L o c a l T o t a l

N e t  R e v e n u e 1 , 1 4 9 1 , 3 2 1 352 1 , 6 7 3 1 , 6 7 1 352 2 , 0 6 2

E x p e n s e s ^ (3,233) (1,590) (1,234) (2,824) (1,749) (1,018) (2,767)

(1,984) ( 269) ( 882) (1,151) ( 78) ( 666) ( 744)

S o u r c e s : A l a s k a  R a i l  a n d  D a t a  a n d  S t u d y  E s t i m a t e s  

^ I n c l u d e s  m a i l  r e v e n u e s  o f  $ 1 1 1 , 0 0 0  i n  1 9 8 0  a n d  $ 1 3 7 , 0 0 0  i n  1981,

^ T h e r e  w a s  a  2 5 %  f a r e  i n c r e a s e  i n  1 9 8 1  w i t h  a l m o s t  n o  l o s s  i n  r i d e r s h i p ,

^ I n c l u d e s  s p e c i a l  t r a i n  r e v e n u e .

^ T r a v e l  a g e n t  c o m m i s s i o n s  e s t i m a t e d  b a s e d  on o n e  half of s u m m e r  t i c k e t s  a n d  1 0 %  c o mmission. 

^ A l l o c a t e d  b a s e d  o n  #  l o c a l  a n d  e x p r e s s  t r a i n s  for 1981, N o  a l l o c a t i o n  of a d m i n i s t r a t i v e  o v e r h e a d

O T H E R  T H A N  A N  E S T I M A T E D  $ 5 0 , 0 0 0  OF D I R E C T  T R A F F I C  E X P E N S E S  A R E  INCLUDED,



T H E  W H IT T I E R  SHUTTLE

DESCRIPTION:

The Whittier shuttle la a passenger train from A n chorage to Port a g e (50 miles), and a passenger train 

with flat cars added for automobile transport, from Portage to Whittier. A  ferry to Valdez lands at 

Whittier.

Trains operate three days per w e e k  in winter and d a il y  in summer. There are also two extra trains 

operated each w e e k  in summer.

STATE CONTRACT A N D  SUBSIDY:

The Whittier Shuttle is operated under contract to the S t a t e of Alaska. Currently the State guarantees 

minimum average revenues of $3,300 per train-day and $2 , 1 0 0  per train-day for summer extra trains.

At current service levels the guarantee amounts ot $803,400 annually. If passenger and auto revenues 

fall b elow that level for the year, the State will make  up the difference. Revenues in excess of the 

minimum accrue to the Railroad.

WHITTIE?. SHUTTLE C A I N  (LOSS)

($•000)

1980 1981

$711 $881

50

761 881

(764) • (840)

($ 3) $ 41

Revenues 

Subsidy 

Total 

Expenses

1980 Subsidy M i n i m u m : 1981 Subsidy Minimum:

Train-Days Subsidy Traln-Days Subsidy

225 x $3125 $703,125 225 x $3300 $742,500
29 x $2000 58,000 29 x $2100 60.900

$761,125 $803,400

Source: Alaska Railroad
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FINANCE S U M MARY

* Adjusting the ARR's a c c o u n t i n g  practices to c o n f o r m  to Industry standards 

ch a nges the 1981 rep o r t e d  profit to a loss. Even so, the trend Is very 

favorable and 1982 will be profitable.
i

* The ARR's freight o p e r a t i o n s  are w o rth $ 8.5M as Is. This valua t i o n  will 

Increase d r a m a t i c a l l y  If perfor m a n c e  c o n t i n u e s  to ex c e e d  projections.

* R e v e n u e - p r o d u c i n g  real es t a t e  c o uld be m o r t g a g e d  for $15.3M.

* As a corporation, the ARR c ould have raised $11.6 M  in 1981 by leasing

e q u i p m e n t  and track. The present value of those leases would be $5.3M,

* As a corporation, the ARR c ould dep r e c i a t e  Its $8 2 M  "Frozen Asset Base"

under the Re a g a n  Tax Law. The present value of the tax savings would 

be $ 3 1 .9M.

* ARR m a n a g e m e n t  Is weak in the use of financial a n a l y s i s  tools.
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V A L U A T I O N  RECAP

($ M i l l i o n )

1, F r e i g h t  O p e r a t i o n s  $ 8,5

2, R e a l  E s t a t e  15,3

3, L e a s i n g  5,3

A, F r o z e n  A s s e t  B a s e  T a x  B e n e f i t s  31 , 9

T O T A L  $ 6 1.0
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P R O J E C T E D  F R E E  C A S H  F L O W  F R O M  F R E I G H T  O P E R A T I O N S  A S S U M I N G  C O N S T A N T  1 9 8 2  L E V E L  P E R F O R M A N C E

F r e e  C a s h  F l o w

$ 5 . 3  m i l l i o n

+ 3 . 3

+ 2 . 5 7

- 2 . 4 4

-2.  5

- 5 . 0

1 . 2 3  

$ 8 . 4 9  m i l l i o n

N e t  i n c o m e  a s  p r o j e c t e d  

D e p r e c i a t i o n

I m p r o v e m e n t  i n  1 9 8 2  i n c o m e  t o  d a t e  o v e r  p r o j e c t i o n s

M a j o r  m a i n t e n a n c e

I m p u t e d  i n c o m e  t a x

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

N e t  a f t e r - t a x  f r e e  c a s h  f l o w

N e t  p r e s e n t  v a l u e

N o t e s :

A .  F i s c a l  y e a r  1 9 8 2  i n c o m e  o f  $ 5 . 3  m i l l i o n  i s  t h e  a m o u n t  p r o j e c t e d  b y  t h e  A l a s k a  R a i l r a o d .  ‘,? e 3 a n g e r  

s e r v i c e s ,  w h i c h  a r e  a s s u m e d  t o  h a v e  a  n e g a t i v e  c o n t r i b u t i o n  o f  $ 5 0 0 , 0 0 0 ,  a n d  n o n - o p e r a t i ; .  c c o u n t s ,  

a r e  e x c l u d e d .

B. D e p r e c i a t i o n  s o u r c e :  A R R  p r o j e c t i o n s

C .  Y e a r - t o - d a t e  f i g u r e s  i n c l u d e  t h e  f i r s t  f i v e  m o n t h s  o f  F Y * 8 2 .  C a s h  f l o w  d o e s  n o t  . a s s u m e  a n y  i m p r o v e m e n t  

o v e r  o r i g i n a l  A R R  p r o j e c t i o n s  f o r  r e m a i n d e r  o f  t h e  y e a r .

D .  M a j o r  m a i n t e n a n c e  i o  b a s e d  o n  H B S  s t u d y  a l l o c a t i o n .

E. O n g o i n g  c a p i t a l  e x p e n d i t u r e s  a r e  b a s e d  o n  h i s t o r i c a l  a v e r a g e ,  a d j u s t e d  t o  e x c l u d e  p a s s e n g e r  c a p i t a l  

e x p e n d i t u r e s  a n d  m a j o r  m a i n t e n a n c e .

F. N P V  a s s u m e s  a  1 5 - y e a r  c a s h  f l o w  w i t h  a  57. d i s c o u n t  f a c t o r ,  a n d  a s s u m e s  t i e  r e p l a c e m e n t  c o s t s  r i s e  b y  

$ 0 . 6 2  m i l l i o n  a f t e r  t a x  i n  1 9 8 5 .
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REAL ESTATE FINANCE O PPORTUNITY |

A. KEY FACTS:

•The Alaska Railroad's real estate rentals from land have risen

over 20% per year for the last six years.

i

•The Railroad now holds no mortgages of any ki n d  on Its real property.

B. FINANCIAL IMPLICATIONS:

1982 Rental cash flow available for debt service: $2.96 million 

Loanable a m o u n t : 1 $15.3 million

C. If we assume real estate cash flow rises Just 15% per year and that the

Alaska Railroad uses this Income each year to borrow more money, the 

Railroad can raise capital according to the following s c h e d u l e . 1

. ]983 1980 1985 V986 1987

$2.3 million $2.60 million $3.00 million $3.09 million $0.01 million>

1. Assumes 15% Interest, 10 year term, and m o n t h l y  repayments. Assumes 

bank lends 100% of the amount of the debt the cash flow can sustain.
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A. In 1981, the Alaska Railroad c o u l d  have financed $11.6 M of capital e x p e n­

ditures through lease transactions had It been a corporation.

B. Three types o f  leases were a v a i l a b l e  ($ flnanceable):

(1) New Equip m e n t  Lease ($3.0 million)

(2) Used Equip m e n t  S a l e - L e a s e b a c k  ($6.6 million)

(3) Safe-Harbor L e a s i n g  o f  Track under ERTA of 1981 ($1.6 million)

C. The w e i g h t e d  a v e r a g e  p r e - t a x  cost of this money would have been 10.3%.

D. The a f t e r - t a x  net p r e s e n t  v a lue o f  en t e r i n g  Into such leases would have 

' been $5 3 million.

L E A S I N G  A S  A  F I N A N C E  O P P O R T U N I T Y

i

I

i

B
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S U P P L E M E N T A L  I N F O R M A T I O N  O H  L E A S E S

1. The primary purpose of leases is to transfer tax benefits —  principally «icpracioi-i«*| and Investment tax credits.

2. Only property owned or used by private, for-profit corporations, or exempted public corporations is eligible 

for tax benefits. See §48(a)5 of the IRS Code w hich says:
"Property used by the United States, any State or political subdivision thereof . . ., or 

any agency of instrumentality of any of the foregoing shall not be treated as §38 property."

(i.e. property eligible for tax credits.)

3. The economy Recovery Tax Act of 1981 (ERTA) changed railroad leading in three fundamental ways:

* Reduced rolling stock depreciable life from 12 to 5 years
* Eliminated F M V  purchase requirement for the residual asset value; the ne w  so-called "aafe-harbor" leasing 

allows a put/call agreement on the residual asset for 25-30X of book value

* Allowed the sale of excess tax benefits by one corporation to another

A. Senator Dole has proposed eliminating the third and possibly the second of these changes by ERTA. Some

recission appears likely.

5. Lessors can offer lower lease rates through the use of "leveraged lease" transactions in which the lessor

generally borrows 70Z of the asset's purchase cost. All the tax benefits then accrue to the lessor for

Just 30X of the asset's cost.

6. Lease terms are generally limited only by the asset's remaining useful economic life.

7. At the conclusion of the lease, the lessee lu*.<« the option to renew the- lease (generally for 10-year increments

for rolling stock or locomotives) or to purchase the asset (under a put/call agreement). In the case of the

Alaska Railroad, its bargaining position as leasee would be extremely strong because:

(1) the equipment would be in Alaska
(2) having served its useful economic life, the equipment would probably need an expensive overhaul

(3) the equipment would have a book value of zero

(4) the lessor would tiave already achieved his desired rate of return

8. Other than its relatively new GP-40's, book value of the Alaska Railroad's locomotive fleet is $6.1H spread 

over 40 locomotives. This amount could theoretically be realized in a Bale-leaseback transaction. However, 

the age and diversity of the equipment makes such a lease improbable.

9. Safe-harbor leasing of trnckwork is possible through a non-recourse loan by the railroad to the leasing 

company which uses the loan to buy the track. The leasing company then leanea the trackwork back to the 

railroad with lease payments equal to tlie debt service; lienee the only net cash flow occurs in year zero.



" FR OZ EN  A S S E T  BASE" T A X  BENEFITS

1 .

i)

Ke y Facts:

ii)

iii)

T h e  rails' us e  of bette rm e n t  a c c o u n t i n g  (as o p p o s e d to r a ta b l e  de p r eciation) for investment 

in track and struc t ur e s  has resulted i n  a large undep r e c i a te d  " f r o z e n  asset base" on their 

balance'sheets.

ERTA a l l o w s  r a i l s  to w r i t e  this b a s e  off o v e r  5 to 50 years.

The A R R  h a s  an $82 m i l l i o n  " f r o z e n  a s se t  base."

T r a c k  & Struc t ur e s  

Tunn e l s

$75.OM 
7.OH

$82.OM

'2. Ta x Benefits

(using 5-year ac c e l e r a t e d  schedule)

A m o u nt  W r i t e o f f  T a x  Rat e A f t e r - T a x  C a s h  F l o w  Benefit

Yr. 1 $ 82M X 4 0% x 46% n $ 1 5 . 1M

Yr. 2 82M X 24% 46% 9.1M

Yr. 3 82M X 1 8% 46% m 6.8 H

Yr. 4 82 M X 1 2 % 46% m 4 . 5 M

Yr. 5 82H X 6% 46% m 2.3 H

3. Net PreB e n t  V a l u e  (u.^scounted at a f t e r - t a x  equiv a l en t  of 15% pretax)

$31.9 m i l l i o n

4, Thi s  tax benefit w i l l  b e  limited by that port i o n of the purchase price w h i c h  is assigned to the 

fixed asset accounts.

i n

i
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ALASKA RAILROAD

Balance Sheet as of February 28, 1982 

($000,000)

*

ASSETS

Current Assets $ 39.1

Fixed Assets

Land 0.3

Net Buildings 5.6

Structure 113.9

Gross E'Hjlpment 96.7 

less depreciation 27.1 19.6

Sub-Total, Fixed Assets 139.9

Other Assets 2.5

LIABILITIES & SHAREHOLDER'S EQUITY

Current Liabilities $ 5.9

Other Liabilities 2.1

Shareholder's Equity

Paid-in Capital * 273.5

Retained Earnings (105.0)

Sub-Total,

Shareholder's Equity 168.5

Total Assets $176.0 Total $176.0



C OMMENTS O N  B A L ANCE SHEET

A SSETS

* The book v a l u e  of  land, al m o s t  all o f  w h i c h  was g i ven to the ARR by 

the Federal Government, is o b v i o u s l y  an u n d e r s t a t e m e n t  of  market value.

* The high e q u i p m e n t  d e p r e c i a t i o n  is a n o t h e r  Indication of  Its age. 

B ecause of  this factor and the fact that m u c h  o f  the equipment was 

g o v e r n m e n t  surplus d o n a t e d  to the ARR, we cannot ass u m e  book value 

ev e n  a p p r o x i m a t e s  mar k e t  value.

EQU I T Y

* The high equity/1 labilities p e r centage Is unusual. The ARR's 0 %  D/E ratio • 

c o m p a r e s  wi t h  a  3 0 %  a v e r a g e  for our Class II sample. Based on  this 

c a p i t a l i z a t i o n  comparison, the ARR c o u l d  support a s i gnificant amount 

o f  bank debt.



ENTITY SUMMARY

♦PRIVATE OWNERSHIP AND O P E R ATION OF THE ALASKA RAILROAD, AS IT 

EXISTS TODAY, IS NOT A PRACTICAL QUESTION: IT IS PHILOSOPHICAL.

•HOWEVER A SUCCESSOR ENTITY IS ORGANIZED, IT MUST HAVE F R E EDOM FROM 

- A N D  EQUAL LEGAL STANDING W I T H - ' G O V E R N M E N T  TO TAKE ADVANTAGE OF 

MANAGEMENT AND MARKET OPPORTUNITY.

•UNNECESSARY COSTS OF DUREAUCRATIC ATTACHMENT ARE DIFFICULT TO 

MEASURE, DUT THEY ARE VERY SUSTANSIAL.



P H I L O S O P H Y

Railroads are t r a d itionally p r i vate sector activity.

Management p e rforms better with profit responsibility.

Governments fall to exploit entrepreneurial opportunities.

Oice a rai l r o a d  Is profitable, governmental p a r t i c i p a t i o n  *s unnecessary.

"Federal o w n e r s h i p  o f  the [Alaska! Railroad now conflicts with or 

limits a c t ions needed to Improve Its p r o f i t a b i l i t y . "

— General Accounting Office Report to Congress,

February 25, 1982



Ownership

T h e  U.S. federal government, 11 states and 16 municipalities o wn  or operate some type of rail property 

for approximately 30 railroads.

Organization

Either single or in combination**

—  Commissions

—  Authorities

—  Departments of Transportation

—  Or public benefit corporations

are organizational forms used.

ADVANTAGES

A a government agency has strong negotiating position with  labor

* possibility of public funding, especially for expansion and natural disasters

* lower cost of capital

* tax-exempt status

A probable exemption from anti-trust

DISADVANTAGES

* lack of autonomy: bureaucratic control reduces managerial d iscretion and efficiency in every functional 

A governmental personnel policies inhibit railroads' business needs

A competing transportation modes consider publicly funded railroad as unfair competition 

A railroad has no legal standing against regulation

A employees can benefit from bot h  Civil Service and union representation

A no possibility of creative financing; lack of tax benefits Increases cost of equipment

A inability to compensate management at competitive incentive rates, but Civil Service leads to

top-heavy management

A greater exit barriers for markets and services

PROFILE O F  G O VERNMENT INVOLVEMENT IN RAILROADS
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S U P P LE M E N T A L  I N F O R MA T I O N  O N  G O V E R N M E N T  I N V O L V E M EN T  IN RAILROADS

A. Size

* Of 30 pu b l i c ly - o w n e d  or o p e ra t e d  railroads, all but 3 ar e  C lass III rai l r o a ds  w ith revenues generally 

lean than $2 M  per year.

Class I O w n er

Conrail US A  (822)

L ong Island R a i lroad S t a t e of N e w  Y o r k  (1007!)

Class II

Al a s k a  Railroad U S A  (1007.)

S tates Involved in  Class 111- R a i l r o a d s  •

A l a b a m a  M i c h i g a n  S o ut h  Dakota

G e o r g i a  N e w  H a m p s h i r e  Vermont

Iowa S o u t h  C a r o l in a  Wes t  V i r ginia

Wi s c o n s i n

B. P r o f i t a bi l i t y

* The L I R R  has never b e e n  p ro f i t a b l e  since N e w  Y o r k  S t a t e  bought it in 1965.

* Govern m e nt - o w n e d  Class III ra i lroads have a n  a v er a g e  R et u r n  o n  Eq u i t y  of ’iZ including public financial 

support o b  revenue.

* Conr a i l  became p r o fi t a b l e  in late 1901.

C. S tate-Owned Ass e t s

* A b o u t  5 07. o w n  t rack and r i g h t - o f - w a y  only

* A b ou t  507! own ro l l i n g  s t o c k  as wel l

D. Control and O p e r a t i n g

* O n l y  3 states use state emp lo y e e s  for r a i lroad operations.

* 8 states lease r a i l ro a d  ass e t s to private operators.

E. Financing Opti o ns

* Because of §48(a)i;' of tax code, lending capi t a l e q uipment on favorable terms is not p o s s i b l e for

p u b l icly-owned railroads.

F. Exception for C o r p o r a t e  Entity

* Because of a s p e c i f i c  cl au s e  in the 3R Act of 1976 and its c h a r t e t  as a private, for-profit corporation,

Conr a i l  has all the financing flexibility of a p r i v a t e  corporation.

* Lon g  Island Railr o a d 's  case: W h e n  the LI R R  switched from a stock corpor a t i o n to a "public benefit

c orporation" in 1981, it forfeited r.tl access to priv a t e  f i n a n c i n g  or tax-aided schemes.

t



VIEWS O F  NATIVE A N D  ENVIRONMENTAL GROUPS 

Issue Summary and Interview Comments

A. A R R  Transfer: T h e r e  Is no consensus among native corporations about the ARR's transfer. In general,

a given corporation's view  depends o n  its satisfaction w i t h  land^ claims against the U.S.

'B. Route Expansion: Again, no consensus exists. However, all groupB favored the A R R  as the transpor­

tation mode w hi c h  minimized land access and environmental disturbance.

C. Comments: Th e  following quotations sle w  the d iversity of opinions toward the ARR.

"Expanding the A R R  w o ul d  be a positive signal to Investors. Cook Inlet Region Inc. is open to 

joint ventures for exploration and development."

Frank Klette, EVP, CIRI, Inc.

"We're opposed to the State's takeover of the railroad only because the State is m o r e  likely to spend 

m o r e  m oney on expansion than the Federal Government."

R*n Argetsinger, Land Director, N ANA Regional Corp.

"The fact that the A R R  is owned by the government, whether State or Federal, m akes competition with

the private sectcx unfairly." _ .. . . „  ... '
D an Alex, Land Manager, Eklutna

"Expansion i& inevitable, and railroads are m u c h  preferred to roads for minimizing Impact on bush society."

David Cline, A u d ub o n  Society

"We don't want other people to be able to carve into our region by surface transportation. However, if 

p u s h  comes to shove, the railroad is m u c h  b etter than a road because of its limited access."

*'A11 we really want is to have control over what happens in our region; w e  don't have problems

w i t h  land tenure along the right-of-way." ' . t n . , _
’ Don Argetsinger, Land Director, NANA Regional Corp.

"We wouldn't want any railroad land if it is being used or ever contemplated being used."

Lionel L. Drage, President, Chugach Natives, Inc.

"We want the State to have the ARR. in return for clarifying certain portions (of the Cook Inlet Land

Exchange Law). illSOO is O.K. w i t h  CIRI." .. „ _TDT T
** Roy lluhndorf, President, CIRI, Inc.



E X P A N S I O N  S U M MARY

"EX P A N S I O N  OF THE ALA S K A  R A I L R O A D  IS NOT N E C E S S A R Y  FOR C U R R E N T  OPERATIONS.

" I N  O RDER TO IMPROVE ITS M A R K E T  BASE AND P R E S E R V E  ITS M A R K E T  SHARE- IN 

THE RAILBELT/ THE R A I L R O A D  SH O U L D  BE C E R T A I N  IT IS INCLUDED IN 

KNIK AND T U R N A G A I N  C R O S S I N G  P R O J E C T S  AND P O S S I B L Y  THE S U S I T N A  P R O JECT 

AS HELL.

"THE MO S T  LI K E L Y  L ARGE E X P A N S I O N  P R O J E C T  AT THIS TIME IS TO AMBLER.

AS A P R I VATE BUSINESS VENTURE/ THE P R O J E C T  IS TOO RISKY. C O O R D I N A T E D  

D E VELOPMENT OF FOUR MI N E  S I T E S  A N D  INVESTMENT W I T H O U T  A R E Q U I R E D  RATE 

OF  R E T U R N  COULD/ W I T H  A T U R N A R O U N D  IN COPPER PRICES, MA K E  THE E X P A N S I O N  

FEASIBLE.

"IT IS MORE IMPORTANT FOR G O V E R N M E N T  TO ENCOURAGE. DEVELO P M E N T  IN A 

CO O R D I N A T E D  MANNER TH A N  TO P R O V I D E  DIRECT F U N D I N G  FOR EXPANSION.



The W AA T  Study found that w hen copper was at $1 . 00/pound In 1980 a min e  of the Arctic 

Camp type could support maxi m u m transportation costs to A n chorage of $47/ton. W i t h  

the recent 30JK decl i n e  in copper prices the n e c e s s a r y‘transportation 1b probably at or 

b elow $30/ton. The study found that transportation to Anchorage was the most economically 

viable alternative.

Feasibility of Ambler Expansion:

•
The key variables for the expansion are mineral prices, coordinated mine development 

to achieve m i n i m u m  tonnages of mineral concentrate to be shipped, and the return 

an expansion project roust produce on the capital investment. As a free standing project, 

expansion probably could not be financed since a 15X or greater real return would 

probably be required. Resulting transportation costs would be in excess of the maximum 

amount the m i n e  could support.

W i t h  some assistance from a "deep packet" private entity or the State, capital costB 

could be reduced by sharing of the financial r i s k  through guarantees of outright 

grants. T o  cover transportation costs alone, 3 m i l l i o n  tons per year would be required. 

Only 1.2 million tons production is currently projected.

The Prospects:

Wit h continued exploration, larger annual tonnages might become available for shipment, 

thus bringing costs into line. Government w ould hove to help in coordinating the 

development of a number of Independently owned mines by aiding them in obtaining land 

access and other permits.

The absolute m i n i m u m  cost of service to Ambler would be the $ 2 0 . 7 0 / ton operating 

cost w hi c h  allows nothing for recovery jf the capital costs of expansion.

' AM BL ER  EXPANSION ANALYSIS

Required Maximu m Transpo rt at io n Costs:



T O  A M B L E R

— C o n s t r u c t i o n  Cost: $1,306 B i l l i o n  

$ 3 , 1 4 7  m i l l i o n  per m i l e  

— E x t e n s i o n  Miles: 415 

— M i l e s  to T i d e water^ A n c h o r a g e :  712 

— O p e r a t i n g  C o s t / t o n :  $19.58 

— M i n i m u m  r e q u i r e d  r a t e / t o n :  $ 2 0 . 7 0  

2 . 9 1 C / t o n - m l l e  

— ( E q u i p m e n t  5 %  IRR, No c o n s t r u c t i o n  

p a y b a c k )

— C o m p a r e  coal co s t s :

H e a l y  to. Se w a r d  —  $10.0 0 / t o n

—  2 v 7 8 C / t o n - m l l e

MAP: C o m m o n w e a l t h  North A c t i o n  Paper

01.11 l»M

N V \
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AMBLER MINING DISTRICT MINERAL RESERVES

ANNUAL CONCENTRATE SUPPLIES 

S I T E 1 PRODUCTION A NNUALLY LIFE M I N E R A L S

ARCTIC CAMP 6 0 0 /000 tons/yr. 100/000 tons 12-1*1 yrs. Copper/ Lead/

Zinc/ Sliver

s m  200/000 60 / 0 0 0  20 Copper/ Lead

Zinc, Silver

SMUCKER 150/000 36/000 20 ZinC/ Silver

DORNITE 30/000 6 / 000 15 Copper

980/000 202/000

TOTAL TONS; 1/182/000

V o u r  otlier sites are possible with a 15% probability that one will 

produce 125/000 tons of concentrates.

SOURCE: ALASKA MINERS ASSOCIATION/ INC.

P A 11 ROAD COMM ITTFF



51 REAL IRR

10X REAL IRR

151 REAL IRR

AMBLER MINING DISTRICT ARR EXTENSION
$3L2H/hi1o> FROM HENANA-40 YR.LIFE ;

♦/TON TO ANCHORAGE

MILLION COfKEMTRATE TON/YR



AMBLER MINING DISTRICT ARR EXTENSION
$3.2HH/H1LE FROM HENANA-STATE AIDED

l/ION TO ANCHORAGE

NO PAYBACK

1 ____________

1 0X REAL IRK

5X REAL IRR

25

1 1 11 11 1
1 1i 11 • 1

CONCENTRATES IN MIT TKJ/YR.

3 ' 4
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relarencee Perron*! reletanca* available upon requetl.
October 1981
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U n i t e d  States R a i l w a y  A s s o c i a t i o n

9 5 5  L 'E n fa n t  P la z a  N o rth , SW 
W a sh in g to n , D .C .  2 0 5 9 5

Contact (202) 488-8777

O f f ic e  o f  P u b lic  A f f a i r s

September 22, 1983 
CONTACT: Alex Bilanow

USRA ISSUES REPORT (IN VALUATION OF THE ALASKA RAILROAD

United States Railway Association Chairman Stephen Berger announces the 

Association has sent to the Congress a new report, Valuation of the Alaska 

Railroad.

The report, as approved by the Board of Directors at its September 22 
meeting, was submitted under the terms of the Alaska Railroad Transfer 
Act of 1982 (ARTA) which was signed into lav; on January 14, 1983. It makes 
a determination of the fair market value of the railroad under the Act, which 
is intended to transfer ownership of the railroad from the federal government 
to the State of Alaska.

The analysis value*! the 525 route-mile railroad's operations, its physical 
plant, equipment, real estate assets, and costs which the State of Alaska would 
incur incident to transfer. The Association also analyzed proceeds and 
costs that could be incurred if the railroad's assets were converted to 
other uses.

As determined by the Association, the net value of the Alaska Railroad 
is $22,271,000.

The railroad, built and administered by the federal government since it 
was opened in 1923, currently operates freight and passenger trains serving 
the state's principal cities of Anchorage and Fairbanks, the ports of 
Whittier and Seward, and natural attractions such as Denali National Park.

Principal freight conmodities include gravel, coal, aviation fuel, pipe, 
building materials ani piggyback. Interline rail freight traffic is interchanged 
at Whittier with barge lines linking the carrier vdth Seattle and Prince Rupert, 
British Columbia. In fiscal 1983, it is estimated the railroad will have 
carried 82,000 carloads and 204,000 passengers.

The United States Railway Association is a non-profit government corporation 
established under the Regional Rail Reorganization Act of 1973. It has financing 
and monitoring responsibilities toward Conrail. In addition to Chairman Berger, 
the Board is comprised of Transportation Secretary Elizabeth Hanford Dole, 
Comptroller General Charles A. Bowsher, Interstate Carmerce Commission Chairman 
Reese H, Taylor, Jr., and Conrail Board Chairman L. Stanley Crane. There is also 
an Advisory Board consisting of five public members.

U S R - 2 5 7
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U n i t e d  States R a i l w a y  A s s o c i a t i o n

955 L'Enfant Plaza North, S.W.
Washington, D.C. 20595 
(202) 488-8777 
Stephen Berger 
Chairman of the Qoard

S e p t e m b e r  23, 1983

T h e  H o n o r a b l e  G e o r g e  B u s h  
P r e s i d e n t
U n i t e d  S t a t e s  S e n a t e  
W a s h i n g t o n ,  D.C. 20510

T h e  H o n o r a b l e  T h o m a s  P. O ' N e i l l ,  Jr. . .
S p e a k e r
U n i t e d  S t a t e s  H o u s e  o f  R e p r e s e n t a t i v e s  
W a s h i n g t o n ,  D.C. 20515

D e a r  Mr. P r e s i d e n t  and Mr. Speaker:

P u r s u a n t  to S e c t i o n  6 0 5 ( d ) (1) of the A l a s k a  R a i l r o a d  T r a n s f e r  

A c t  of 1982, P.L. 97-468, e n c l o s e d  is the U n i t e d  S t a t e s  R a i l w a y  

A s s o c i a t i o n ' s  d e t e r m i n a t i o n  o f  the fair m a r k e t  v a l u e  of the 

A l a s k a  Railroad. C o p i e s  o f  the r e p o r t s  of c o n s u l t a n t s  w h o  

a s s i s t e d  U S R A  in this a n a l y s i s  w i l l  be t r a n s m i t t e d  s e p a r a t e l y  at 

a ls t e r  date.

i
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B o a r d  of Directors

Stephen Berger
Chairman of the Board

Charles A. Bowsher Elizabeth Hanford Dole
Comptroller General of the United States Secretary of Transportation

L. Stanley Crane Reese H. Taylor Jr.
Chairman of the Board, Consolidated Rail Corporation Chairman, Interstate Commerce Commission

A d v i s o r y  B o a r d

Stephen Berger, Chairman 
Investment banker, Odyssey Partners. New York; 
Professor, Craduate School of Public 
Administration, New York University

Frank H. Blatz, Jr.
Attorney, former Mavorof Plainfield, New Jersey 
Recommended by the National League of Cities and 

U.S. Conference of Mayors

James E. Burke
Retired Vice President, United Transportation Union 
Recommended by the American Federation of Labor and 

Congress of Industrial Organizations

Elizabeth Hanford Dole
Secretary of Transportation

Donald T. Regan
Secretary of the Treasury

Thomas P. Salmon
Attorney, former Governor, State of Vermont 
Recommended by the National Governors' Association

Stanton P. Sender
Assistant General Counsel-Physical Distribution, Sean;, 

Roebuck and Company 
Recommended by large shippers

Reese H. Taylor, Jr.
Chairman, Interstate Commerce Commission 

Nathaniel Welch
Executive Vice President, Georgia Freight Bureau 
Recommended by small shippers

Robert C. Gresham 
Vice Chairman and Counselor to the Board

O f f i c e r s

Cary W. Dickieson
Executive Vice President

John D. Wells
Vice President and Staff Director

The approval and release of this report is an 
act of the Board of Directors of the Association. 

Not every member of the Board necessarily concurs in
m/prv siatpmpnt or dptpi'mirutinn rruria in iho rennrl
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Shewing connecting carriers



FO R E W O R D

In 1914, C o n g r e s s  a u t h o r i z e d  c o n s t r u c t i o n  of the A l a s k a  

R a i l r o a d  to o p e n  up A l a s k a’s interior and to fac i l i t a t e  comme r c e  

through A l a s k a ' s  ports. A f t e r  the a r d u o u s  job of building a 

r a i l r o a d  through the w i l d e r n e s s  was c o m p l e t e d  in 1923, P r e sident 

H a r d i n g  d e d i c a t e d  the r a i l r o a d  and a new era began in A l a ska's 

history. The r a i l r o a d  went on to p l a y  a signi f i c a n t  role in the 

d e v e l o p m e n t  of A l a s k a ' s  interior and as a n  armed forces supply 

link d u r i n g  W o r l d  War. II.

It has been o p e r a t e d  by the Federal g o v e r n m e n t  since its 

inception, and today it is a d m i n i s t e r e d  by the Federal R a i l r o a d  

A d m i n i s t r a t i o n  as p a r t  of the D e p a r t m e n t  of Transportation. It 

c u r r e n t l y  o p e r a t e s  over 525 ro u t e  m i l e s  s e r v i n g  the principal 

A l a s k a  cities of A n c h o r a g e  and Fairbanks, the po r t s  of W h i ttier 

and Seward, and natural a t t r a c t i o n s  such as Denali National Park. 

B o t h  f r e ight and p a s s e n g e r  s e r v i c e  is o f f e r e d  y e a r  round. 

Interline rail frei g h t  t r a ffic is interc h a n g e d  at W h i t t i e r  with 

ba r g e  lines linking the r a i l r o a d  with S e a t t l e  and Prince Rupert, 

B.C. P r i ncipal freight comm o d i t i e s  c a r r i e d  include gravel, coal, 

a v i a t i o n  fuel, pipe, b u i l d i n g  m a t e r i a l s  a n d  piggyback.

W h i l e  the A l a s k a  R a i l r o a d  p e r f o r m s  an important function 

w i t h i n  the S t a t e  of Alaska, its o p e r a t i o n s  and p a t r o n a g e  are 

m o d e s t  w h e n  compared with ra i l r o a d s  in the lower 48 w h e r e  it 

w o u l d  be c l a s s i f i e d  as a m e d i u m - s i z e d  "short-line" carrier with 

be l o w  a v e r a g e  frei g h t  traffic density. Historically, the

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



r a i l r o a d  has b e e n  s u b s i d i z e d  by 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 .  

S i n c e  1939, the a p p r o p r i a t i o n s  h a v e  b e e n  u s e d  a l m o s t  e x c l u s i v e l y  

for c a p i t a l  and m a i n t e n a n c e  p r o j e c t s .  S i n c e  1975, a p p r o p r i a t i o n s  

h a v e  r a n g e d  f r o m  a l o w  of $3.0 m i l l i o n  in 1978 to a h i g h  of 

$12.6 m i l l i o n  in 1981.

In f i s c a l  y e a r  1983, w h i c h  e n d s  S e p t e m b e r  30, it is e s t i m a t e d  

that t h e  r a i l r o a d  w i l l  h a v e  c a r r i e d  8 2 , 0 0 0  c a r l o a d s  a n d  204,000 

p a s s e n g e r s .  P r o j e c t e d  fisc a l  y e a r  1983 r e v e n u e s  are $55.5 

m i l l i o n  w i t h  o p e r a t i n g  e x p e n s e s  e s t i m a t e d  at $50.8 m i l l i o n .  As 

s h o w n  in T a b l e  1, t h i s  c o n t i n u e s  a t r e n d  b e g u n  in f i s c a l  y e a r  

1981, t h e  f i r s t  t i m e  s i n c e  the A l a s k a  p i p e l i n e  c o n s t r u c t i o n  y e a r s  

that t h e  r a i l r o a d ' s  o p e r a t i n g  r e v e n u e s  e x c e e d e d  expenses.

-  v i  -



T a b l e  1

T H E  A L A S K A  R A I L R O A D  
F i n a n c i a l  R e s u l t s

Fede r a l

Fis c a l  Year (1)
Revenue
M i l l i o n s

E x p e n s e s  
(Inc. Dep.) 
$ M i l l i o n s

Surplus 
(Shortfall) 
$ M i l l i o n s

E x p e n s e /
R e v enue
Rat i o

A p p r o­
pr i a t i o n  
$ M i l l i o

1973 17.7 20.7 (3.0) 117
1974 21.5 22.6 (1.1) 105
1975 42.3 36.5 ' 5.8 86 6.0
1976(1) 53.7 49.6 4.1 92 9.0
1977 35.0 36.0 (1.0) 103 6.0
1978 29.1 33.6 (4.5) 115 3.0
1979 25.2 31.8 (6.6) 126 9.3
1980 28.9 34.7 (5.8) 120 6.5
1981 43.9 40.6 3.3 92 12.6
1982 58.8 49.2 9.6 84 6.2
1983 55.5 50.8(2) 4.7 92 7.6(3)

1) Year end c h a n g e d  from June to Se p t e m b e r  in 1976. T r a n s i t i o n  
q u a r t e r  ignored.

2) For c o m p a r i s o n  with p r e v i o u s  years, e x c l u d e s  $2.3 m i l l i o n  of 
e n g i n e e r i n g  e x p ense p r e v i o u s l y  treated as capital.

«
3) $7.6 m i l l i o n  was a p p r o p r i a t e d  in the c o n t i n u i n g  resolution, 
P u b l i c  Law 97-377 in D e c ember 1982. The D O T  a p p r o p r i a t i o n s  bill 
for fiscal year 1983 c o n tained no funding for the A l a s k a  
Railroad.



The A l a s k a  R a i l r o a d  T r a n s f e r  Act of 1982, P.L. 97-468 (ARTA) 

w a s  s i g n e d  into law on J a n u a r y  14, 1983. In that Act, Congress 

f o u n d  that w h i l e  c o n t i n u a t i o n  of the A l a s k a  R a i l r o a d  is ne c e s s a r y  

to a c h i e v e  Federal, S t a t e  and p r i v a t e  objectives, co n t i n u e d  

Federal control and f i n ancial s u p port are no longer r e q u i r e d  to 

a c c o m p l i s h  t h o s e  objectives. C o n g r e s s  further fo u n d  that the 

A l a s k a  R a i l r o a d  was p r i m a r i l y  b e n e f i t t i n g  A l a s k a  r e s i d e n t s  and 

b u s i n e s s e s  and co n c l u d e d  that the Federal gov e r n m e n t  s h o u l d  offer 

to trans f e r  the R a i l r o a d  to the S t a t e  of Alaska.

A R T A  e s t a b l i s h e s  the terms and con d i t i o n s  for transf e r r i n g  

the Railroad, sets forth the t i m e t a b l e  and p r o c e d u r e s  for 

a c c o m p l i s h i n g  the transfer, and a u t h o r i z e s  the S e c r e t a r y  of 

T r a n s p o r t a t i o n  to effect the transfer upon c e r t i f i c a t i o n  that the 

S t a t e  has c o m p l i e d  with the Act's terms and conditions. As part 

of the transfer process, A R T A  Sect i o n  605(d)(1) d i r e c t s  the 

U n i t e d  States R a i l w a y  A s s o c i a t i o n  (USRA) to d e t e r m i n e  the 

R a i l r o a d ' s  fair market value. This rep o r t  fulfills that 

requirement.

O n  July 15, 1983, p u r s u a n t  to A R T A  Section 605(al, the Unit e d  

S t a t e s  D e p a r t m e n t  c- ra n s p o r t a t i o n  and the State of A l a s k a  

s u b m i t t e d  a J o i n t  Rep o r t  (605(a) Report) d e s c r i b i n g  the assets 

a n d  liab i l i t i e s  to be transferred. As directed by ARTA, USRA has 

u s e d  infor m a t i o n  c o n tained in that rep o r t  to the exte n t  relevant 

to d e t e r m i n i n g  the R a i l r o a d ' s  fair m a r k e t  value.

I N T R O D U C T I O N  A N D  S U M M A R Y



In d i r e c t i n g  U S R A  to v a l u e  the A l a s k a  R a i l r o a d ,  A R T A  p r o v i d e s

t h r e e  s p e c i f i c  i n s t r u c t i o n s  c o n c e r n i n g  t h a t  v a l u a t i o n .  First,

S e c t i o n  605(d)(1) s t a t e s  t h a t  U S R A

"shall d e t e r m i n e  the f a i r  m a r k e t  v a l u e  of t h e  A l a s k a  R a i l r o a d  
u n d e r  the t e r m s  a n d  c o n d i t i o n s  of t h i s  title, a p p l y i n g  s u c h  
p r o c e d u r e s ,  m e t h o d s  a n d  s t a n d a r d s  as a r e  g e n e r a l l y  a c c e p t e d  
as n o r m a l  a n d  c o m m o n  p r a c t i c e . "

Second, t h e  A c t  p r o v i d e s  t h a t

"[ s juch d e t e r m i n a t i o n  s h a l l  i n c l u d e  an a p p r a i s a l  of the real 
and p e r s o n a l  p r o p e r t y  to be t r a n s f e r r e d  to the S t a t e  p u r s u a n t  
to t h i s  title. S u c h  a p p r a i s a l  by the A s s o c i a t i o n  sh a l l  be 
c o n d u c t e d  in the u s u a l  m a n n e r  in a c c o r d a n c e  w i t h  g e n e r a l l y  
a c c e p t e d  i n d u s t r y  s t a n d a r d s ,  a n d  s h a l l  c o n s i d e r  t h e  c u r r e n t  
f a i r  m a r k e t  v a l u e  a n d  p o t e n t i a l  f u t u r e  v a l u e  if u s e d  in w h o l e  
or in p a r t  for o t h e r  p u r p o s e s . "

Finally, the A c t  r e q u i r e s  t h a t

"[ t ] h e  A s s o c i a t i o n  sh a l l  take i n t o  a c c o u n t  all o b l i g a t i o n s  
i m p o s e d  b y  this t i t l e  a n d  o t h e r  a p p l i c a b l e  law u p o n  o p e r a t i o n  
a n d  o w n e r s h i p  of t h e  S t a t e - o w n e d  r a i l r o a d . "

In r e a c h i n g  its d e t e r m i n a t i o n  o f  value, U S R A  u s e d  the

n o r m a l l y  a c c e p t e d  d e f i n i t i o n  t h a t  f a i r  m a r k e t  v a l u e  is "what a

w i l l i n g  b u y e r  w o u l d  p a y  . . .  to a w i l l i n g  s e l l e r . " *  In the

a p p r a i s a l  field, the v a l u a t i o n  of p r o p e r t y  at f a i r  m a r k e t  v a l u e

"means m e r e l y  an a t t e m p t  to e s t i m a t e  the p r i c e  f o r  w h i c h  the

* U n i t e d  S t a t es v. Miller. 317 U.S. 369. 374 (1943)? U n i t e d  S t a t e s  
v. 5 6 4 . 5 4  A c r e s  of L a n d , 441 U.S. 506, 511 (1979). W h i l e  the 
w i l l i n g  b u y e r / w i l l i n g  s e l l e r  d e f i n i t i o n  of f a i r  m a r k e t  v a l u e  
o r d i n a r i l y  f o c u s e s  on t h e  loss to t h e  s e l l e r  (i.e., t h e  loss to 
t h e  U n i t e d  S t a t e s  in d i s p o s i t i o n  of the r a i l r o a d ) ,  A R T A  S e c t i o n  
605(d)(1) m a n d a t e s  a f o c u s  on the o b l i g a t i o n s  i m p o s e d  by the 
b u y e r  u n d e r  A R T A  (i.e., " o b l i g a t i o n s  i m p o s e d  by this t i t l e  . . . 
u p o n  o p e r a t i o n  and o w n e r s h i p  of the S t a t e - o w n e d  r a i l r o a d " ) .  
C o n s e q u e n t l y ,  to be c o n s i s t e n t  w i t h  A R T A ' s  d i r e c t i o n ,  the 
v a l u a t i o n  c o n c e n t r a t e s  on t h e  p r e s e n t  v a l u e  of t h e  p r o p e r t y  
r i g h t s  to be r e c e i v e d  b y  the p u r c h a s e r  u n d e r  ARTA.



pr o p e r t y  -could be sold by some s t i p u l a t e d  seller to any o n e  else,

• • • ~

Thus, fair market value is ba s e d  on e c o nomic value in the 

m arketplace. It assumes that both buyers and s e l l e r s  act 

rationally. It ignores the special desire of any p a r t i c u l a r  

buyer for t h e  p r o p e r t y  and any u n i q u e  va l u e  which the p r o p e r t y  

m a y  have to that par\.'cular buyer.

This means that the fair m a r k e t  value of the Ala s k a  R a i l r o a d  

p r o p e r t i e s  is not the s u b j e c t i v e  or s p e c i a l .value of those assets 

to the S t a t e  of Alaska. The p r i c e  wh i c h  the S t a t e  w o u l d  h a v e  to 

p a y  to a c q uire the rail p r o p e r t i e s  should be ba s e d  upon how much 

it w o u l d  h a v e  to pay to o u t b i d  any other potential purchaser, 

subject to ARTA's terms and conditions.

Cons i s t e n t  with A R T A ' s  d i r e c t i o n  that U S R A  ap p l y  "standards 

as are ge n e r a l l y  a c c e p t e d  as normal and common practice", U S R A  

has dete r m i n e d  the amo u n t  which a rational buyer mi g h t  p a y  in the 

m a r k e t p l a c e  for the p r o p e r t i e s  to be trans f e r r e d  to the S t a t e  of 

Ala s k a  c o nsidering both (1) the "terms and conditions" of A R T A  

that will apply to the State's a c q u i s i t i o n  of t h e  A l a s k a  

Railroad, and (2) all o b l i g a t i o n s  imposed by A R T A  and other 

a p p l i c a b l e  law upon o p e r a t i o n  and o w n e r s h i p  of the S t a t e - o w n e d  

railroad.

•*1 Bonbriqht, V a l u a t i o n  of P r o p e r t y , p. 65 (1937)? a c c o r d , 
A m e r i c a n  Institute of Real E s t a t e  Appraisers, T h e  A p p raisal of 
R e a l - E s t a t e , pp. 23-24 (7th ed. 1978); 1 Orgel,. V a l u a t i o n  Under 
E m i n e n t ~D o m a i n , S e c tion 20, pp. 90-96 (2nd edy— 19 5 3 )  -----



S i n c e  A R T A ' s  te r m s  a n d  c o n d i t i o n s  r e q u i r e  t h e  S t a t e  to 

o p e r a t e  the R a i l r o a d  for at le a s t  t e n  y e a r s  (or r a i l r o a d  

p r o p e r t i e s  w o u l d  r e v e r t  to the U n i t e d  S t a t e s  u n d e r  A R T A  S e c t i o n  

610(a)), d e t e r m i n i n g  t h e  R a i l r o a d ' s  fair m a r k e t  v a l u e  b e g i n s  with 

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

for ten years, i n c l u d i n g  t h e  p r e s e n t  v a l u e  of t h e  R a i l r o a d ' s  n o n­

o p e r a t i n g  real e s t a t e . *  T h e  next s t e p  is to e s t i m a t e  and c o m p a r e

(1) the p r e s e n t  v a l u e  of c o n t i n u i n g  rail o p e r a t i o n s  b e y o n d  
ten y e a r s  in p e r p e t u i t y ,  w i t h

(2) the p r e s e n t  v a l u e  of p u t t i n g  the R a i l r o a d ' s  a s s e t s  in 
w h o l e  o r  in p a r t  to o ' h e r  u s e s  a f t e r  ten years.

T h e s e  a l t e r n a t i v e  e s t i m a t e s  of f a i r  m a r k e t  v a l u e  r e q u i r e  

a n a l y s e s  of t h e  R a i l r o a d ' s  o p e r a t i o n s ,  its p h y s i c a l  p l a n t  and 

e q u i p m e n t ,  its real e s t a t e  assets, t h e  costs w h i c h  the b u y e r  will 

in c u r  i n c i d e n t  to the t r a nsfer, a n d  the p r o c e e d s  and costs, that 

w o u l d  be i n c u r r e d  if t h e  R a i l r o a d ' s  a s s e t s  w e r e  c o n v e r t e d  to 

o t h e r  u s e s.**

T h e s e  a n a l y s e s  are d e s c r i b e d  in the s e c t i o n s  w h i c h  follow. 

T h e y  w e r e  a s s e m b l e d  to d e t e r m i n e  t h e  R a i l r o a d ' s  p r e s e n t  f a i r  

m a r k e t  v a l u e  u n d e r  two a l t e r n a t i v e  h y p o t h e s e s  —  (1) c o n t i n u e d  

rail o p e r a t i o n s  in p e r p e t u i t y ,  a n d  (2) rail o p e r a t i o n s  for ten

*Any- los s e s  f r o m  c o n t i n u e d  o p e r a t i o n s  c o u l d  be o f f s e t  by re n t s  
f r o m  the n o n - o p e r a t i n g  real estate, s i n c e  A R T A  S e c t i o n  608(a)(5) 
r e q u i r e s  that all r a i l r o a d  r e v e n u e  "be r e t a i n e d  a n d  m a n a g e d  . . . 
f o r  r a i l r o a d  a n d  r e l a t e d  p u r p o s e s . "  T h e  term " r e l a t e d  p u r p o s e s "  
is c o n s i d e r e d  b r o a d  e n o u g h  that t h i s  c o n d i t i o n  w o u l d  n o t  so 
r e s t r i c t  the S t a t e ' s  u s e  of r a i l r o a d  r e v e n u e s  as to m a t e r i a l l y  
a f f e c t  fair m a r k e t  value.

* * U S R A  w a s  a s s i s t e d  in d e t e r m i n i n g  t h e  s c o p e  a n d  n a t u r e  of its 
a n a l y s i s  u n d e r  A R T A  by the law f i r m  of N o s saman, Guthner, K n o x  & 
Elliott.



y e a r s  f o l l o w e d  by p u t t i n g  the R a i l r o a d ' s  assets to their highest 

and b e s t  a l t e r n a t i v e  uses. R e s u l t s  of these two scenarios are 

s u m m a r i z e d  in Tab l e  2.

*1) P r e s e n t  va l u e  of the R a i l r o a d ' s  n o n - o p e r a t i n g  real estate.

*2) P r e s e n t  v a l u e  of the R a i l r o a d ' s  no n - o p e r a t i n g  real estate
plus p r e s e n t  v a l u e  f r o m  al t e r n a t e  use of Rai l r o a d ' s  op e r a t i n g  
real e s t a t e  after 10 years.

*3) Includes all s t a r t - u p  costs.

*4) Includes all costs a s s o c i a t e d  with rail o p e r a t i o n s  during the
first 10 years i n c luding s t a r t - u p  costs, plus labor p r o t e c t i o n  
costs a s s o c i a t e d  with d i s c o n t i n u i n g  rail operations. Also 
includes net p r o c e e d s  from assu m e d  liquidation of f a c ilities and 
equipment.

(in 000)

Rail O p e r a t i o n s

Real E s t a t e

C o n t i n u e d  Rail 
O p e r a t i o n s  S c e n a r i o

$ 47,800*1

(25,529)*3

A l t e r n a t i v e  Use 
S c e nario

$ 54,800*2 

(35,430)*4 

$ 19,370$ 22,271



T h e  f a i r  m a r k e t  v a l u e  of b o t h  the c o n t i n u e d  rail o p e r a t i o n s  

s c e n a r i o  a n d  t h e  a l t e r n a t i v e  u s e  s c e n a r i o  c o n s i s t s  of two 

componeri>&f.'j a real e s t a t e  c o m p o n e n t  a n d  a rail o p e r a t i o n s  

c o m p o n e n t .  T h e  f a i r  m a r k e t  v a l u e  of t h e  A l a s k a  R a i l r o a d  u n d e r  

t h e s e  t w o  v a l u a t i o n  s c e n a r i o s  w a s  d e t e r m i n e d  by r e d u c i n g  the c a s h  

f l o w s  f r o m  each of t h e s e  two c o m p o n e n t s  to a p r e s e n t  v a l u e  as of 

O c t o b e r  1, 1983.

C o n t i n u e d  Rail O p e r a t i o n s  S c e n a r i o

T h e  real e s t a t e  c o m p o n e n t  o f  v a l u e  w a s  d e r i v e d  by p r o j e c t i n g  

f u t u r e  lea s e  i n c o m e  from the n o n - o p e r a t i n g  real p r o p e r t y .  The 

A l a s k a  R a i l r o a d ' s  h i s t o r i c a l  p r a c t i c e  h a s  b e e n  to l e a s e  to o t h e r s  

t h e  p r o p e r t y  n o t  r e q u i r e d  f o r  rail o p e r a t i o n s ,  and ah i n v e s t o r  

w o u l d  l i k e l y  c o n t i n u e  this p r a c t i c e .  A c c o r d i n g l y ,  it w a s  a s s u m e d  

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

l e a s e d  a n d  that o t h e r  p r o p e r t y  w o u l d  be l e a s e d  to t h e  e x t e n t  

p o s s i b l e .  T h e  net cash f l o w s  w e r e  d i s c o u n t e d  to p r o d u c e  a 

p r e s e n t  v a l u e  of $47,80 0 , 0 0 0 .  This a m o u n t  does not i n c l u d e  the 

r e a l  e s t a t e  w h i c h  has b e e n  s e l e c t e d  by N a t i v e  c o r p o r a t i o n s .  

H o w ever, for the r e a s o n s  d i s c u s s e d  in A p p e n d i x  A, N a t i v e  C l a i m  

S e l e c t i o n  A n a lysis, U S R A  c o n c l u d e d  t h a t  a  p r u d e n t  b u y e r  w o u l d  p a y  

n o t h i n g  for the p o s s i b i l i t y  t h a t  s i g n i f i c a n t  p o r t i o n s  of the 

la n d s  s u b j e c t  to N a t i v e  c l a i m s  m i g h t  e v e n t u a l l y  be conveyed.

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

p r o v i d e d  by the A l a s k a  R a i l r o a d  and a d j u s t e d  by USRA. T h e  605(a) 

R e p o r t - w a s  u s e d  as a b e g i n n i n g  p o i n t  f o r  t h e  d e r i v a t i o n  of s t a r t­

up- costs, a n d  e s t i m a t e s  of c a p i t a l  r e q u i r e m e n t s  w e r e  m a d e  by



c o n s u l t a n t s  to USRA. T h e s e  c o n s t a n t  dollar cash flows w e r e  then 

d i s c o u n t e d  to p r o d u c e  a n e g a t i v e  v a l u e  of $ 2 5 , 5 2 9 , 0 0 0 , *  wh i c h  was 

then s u b t r a c t e d  from the $ 4 7 , 8 0 0 , 0 0 0  value of the n o n - o p e r a t i n g  

real est a t e  to y i e l d  an O c t o b e r  1, 1983 fair m a r k e t  value of 

$22,271,000.

A l t e r n a t i v e  Use Scenario

.In the a l t e r n a t i v e  use scenario, the R a i l r o a d  is a s s u m e d  to 

cea s e  o p e r a t i o n s  at the end of the tenth year, the f a c i l i t i e s  and 

e q u i p m e n t  r e m o v e d  and sold, and the o p e r a t i n g  real estate made 

a v a i l a b l e  for leasing and d e v e l o p m e n t  in the s a m e  fashion as the 

n o n - o p e r a t i n g  real estate. The cash flows g e n e r a t e d  by this 

ad d itional real estate w e r e  v a l u e d  in the same m a n n e r  as the n o n­

ope r a t i n g  real esta t e  and increased the 198'> ^ r e s e n t  val u e  of the 

real e s t a t e  by $ 7 ,000,000 to $ 5 4 , 8 0 0 , 0 0 0 . * *

The v a l u e  of the rail o p e r a t i o n s  in this s c e n a r i o  is (1) the 

p r e s e n t  val u e  of the cash flow f r o m  rail o p e r a t i o n s  for ten years

(2) plus the p r e s e n t  value of the net p r o c e e d s  that w o u l d  be 

re c eived from d i s m a n t l i n g  and s e l l i n g  the R a i l r o a d’s facilities.

*It was n e c e s s a r y  to e s t i m a t e  the v a l u e  of the cash flows after 
the tenth y e a r  (the last year of the U S R A  projection). T h i s  was 
d o n e  by c a l c u l a t i n g  a normal y e a r  cash flow that could be 
ex p e c t e d  after the tenth year a n d  c a p i t a l i z i n g  that amount by 
16 p e r c e n t  and then d i s c o u n t i n g  the c a p i t a l i z e d  flows back to 
p r e s e n t  value.

**While the $7 m i l l i o n  value m a y  s e e m  small in r e l ation to the 
real e s t a t e  involved, it m u s t  be kept in m i n d  that the cash flows 
from a l t e r n a t i v e  use of the o p e r a t i n g  real e s t a t e  do not begin 
until the e l e v e n t h  year (1994) w h i c h  causes the p r e s e n t  value to 
be r e l a t i v e l y  small.



a n d  e q u i p m e n t  s t a r t i n g  in the e l e v e n t h  year, (3) less the p r e s e n t  

v a l u e  o f  la b o r  p r o t e c t i o n  p a y m e n t s  a t t e n d a n t  to d i s c o n t i n u i n g  

rail o p e r a t i o n s .  T h e s e  cash flows, w h i c h  w e r e  all s t a t e d  in 

c o n s t a n t  d o l l a r s ,  w e r e  d i s c o u n t e d  at t h e  s a m e  r a t e  as w a s  u s e d  to 

d i s c o u n t  the c a s h  fl o w s  in the c o n t i n u e d  rail sc e n a r i o .  The 

p r e s e n t  v a l u e  of t h e s e  flo w s  w a s  a n e g a t i v e  $ 3 5 , 4 3 0 , 0 0 0  and was 

d e d u c t e d  f r o m  t h e  $ 5 4 , 8 0 0 , 0 0 0  real e s t a t e  v a l u e  to y i e l d  an 

O c t o b e r  1, 1983 fair m a r k e t  v a l u e  of $ 1 9 , 3 7 0 , 0 0 0  f o r  the 

a l t e r n a t i v e  u s e  scenario.* • . .... . }j-

B a s e d  on t h e s e  v a l u a t i o n  studies, U S R A  c o n c l u d e d  that there 

w a s  no p e r s u a s i v e  e v i d e n c e  that a b u y e r  w o u l d  b e  w i l l i n g  to p a y  

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

t h e  s p e c u l a t i v e  p o s s i b i l i t y  that a n  e v e n t u a l  c o n v e r s i o n  of s o m e  

o r  all of t h e  R a i l r o a d ' s  a s s e t s  to a l t e r n a t i v e  u s e s  w o u l d  p r o d u c e  

g r e a t e r  value. T h e r e f o r e ,  U S R A  d e t e r m i n e d  that t h e  fair m a r k e t  

v a l u e  of the A l a s k a  R a i l r o a d  p u r s u a n t  t o  S e c t i o n  605(d)(1) of 

A R T A  is $22,27 1 , 0 0 0 .



C O N T I N U E D  E A R N I N G S  V A L U A T I O N

T h e  p u r p o s e  of this a n a lysis was to e x a m i n e  the earni n g s  

w h i c h  could r e a s o n a b l y  be e x p e c t e d  to flow from a c o n t i n u a t i o n  of 

rail service. It was ba s e d  on r e v e n u e  and e x p e n s e  forecasts 

d e v e l o p e d  by the A l a s k a  R a i l r o a d  along with a p r o j e c t i o n  of 

capital r e q u i r e m e n t s  to supp o r t  that level of operations.

Th e s e  fo r e c a s t s  w e r e  r e v i e w e d  and v a l i d a t e d  by U S R A  staff, 

and a d j u s t m e n t s  w e r e  m a d e  as necessary. The v a l i d a t i o n  p r o c e s s  

included an e x a m i n a t i o n  of h i s t o r i c  p e r f o r m a n c e  levels and 

trends, field inspections, i n t erviews with r a i l r o a d  and ot h e r  

k n o w l e d g e a b l e  personnel, and a r e v i e w  of p r o p o s e d  capital 

projects.

In general, the fo r e c a s t s  m a d e  by the R a i l r o a d  w e r e  a c c e p t e d  

as presented. As d i s c u s s e d  later in this section, adjus t m e n t s  

w e r e  m a d e  to p r o j e c t e d  o p e r a t i n g  e x p e n s e s  for s o m e  additional 

m a i n t e n a n c e  of w a y  expenses. A d j u s t m e n t s  w e r e  also m a d e  to 

f o r e c a s t e d  p r o d u c t i v i t y  improvements, si n c e  it was USRA's 

judgment that a p o t e n t i a l  investor w o u l d  be u n w i l l i n g  to p a y  for 

as y e t  u n d e m o n s t r a t e d  cost reductions. The p r o j e c t e d  capital 

p r o g r a m  w a s  m o d i f i e d  as well.

O t h e r  cost increases r e s u l t i n g  f r o m  the t r a n s f e r  of the 

Railroad, i d e ntified in detail in the 605(a) report, w e r e  also 

r e v i e w e d  and adjusted. Th e s e  items include legal and 

a d m i n i s t r a t i v e  expenses, tort claims, w o r k i n g  capital and 

-employee r e t i r e m e n t  obligations. Additionally, the cost of 

c o m p l i a n c e  with Federal O S H A  r e q u i r e m e n t s  and S t a t e  or local



b u i l d i n g  c o d e s  not n o w  a p p l i c a b l e  to t h e  R a i l r o a d  w e r e  e s t i m a t e d  

and included, as well as o n e - t i m e  t r a n s f e r  costs.

T h e  r e s u l t i n g  m o d i f i e d  r e v enue, e x p enses, a n d  c a p i t a l  

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

v a l u e  as of O c t o b e r  1, 1983.

R e v e n u e

R e v e n u e  is b a s e d  on an A l a s k a  R a i l r o a d  p a s s e n g e r  and f r e i g h t  

t r a f f i c  f o r e c a s t  for the fis c a l  y e a r s  1984 t h r o u g h  1989 (see 

T a b l e  3). P a s s e n g e r  r e v e n u e  is p r o j e c t e d  to i n c r e a s e  59 p e r c e n t  

f r o m  fiscal 1984 to 1989, w i t h  f r e i g h t  r e v e n u e  r i s i n g  34 p e r cent. 

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

p r o d u c t s  d e c lining. G r a v e l  traffic, w h i c h  has b e e n  i n c r e a s i n g  

o v e r  the p a s t  s e v e r a l  years, is e x p e c t e d  to r e m a i n  at 1983 levels 

as is coal m o v i n g  to local A l a s k a  d e s t i n a t i o n s .  T h e  c o m m o d i t y  

s h o w i n g  the l a r gest i n c r e a s e  is p i p e  b e c a u s e  of r e n e w e d  a c t i v i t y  

on the N o r t h  S l o p e  a n d  a g r e a t e r  n e e d  for r e p l a c e m e n t  pipe.

Of p a r t i c u l a r  i m p o r t a n c e  is t h e  p r o j e c t i o n  of an e x p o r t  coal 

m o v e m e n t  b e g i n n i n g  w i t h  a test s h i p m e n t  in 1984. T h i s  coal w o u l d  

be m o v e d  in u n i t  t r a i n s  f r o m  H e a l y  to t h e  p o r t  of S e w a r d  f o r  

s h i p m e n t  to Korea. It w o u l d  be h a n d l e d  in shipper-owned, 

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

R a i l r o a d ' s  t r a f f i c  base. P l a n n i n g  f o r  this m o v e m e n t  has b e e n  

go i n g  on for s o m e  time. However, r e c o g n i z i n g  t h a t  the n e c e s s a r y  

p o r t  f a c i l i t i e s  h a v e  not y e t  b e e n  built, the u n c e r t a i n t y  of 

- c u r r e n t  w o r l d  coal m a r k e t s  and t h e  p o s s i b i l i t y  of i n c r e a s e d  

costs, U S R A  m o d i f i e d  the R a i l r o a d ' s  f o r e c a s t  by d e l a y i n g  t h e
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e s t i m a t e d  s t a r t - u p  d a t e  by one year. We b e l ieve that a 

p r o s p e c t i v e  p u r c h a s e r  w o u l d  view the un c e r t a i n t i e s  asso c i a t e d  

w i t h  the p r o j e c t e d  expo r t  coal m o v e m e n t  as being sig n i f i c a n t l y  

h i g h e r  than the u n c e r t a i n t y  inherent in other elements of the 

R a i l r o a d ' s  forecast.

N e i t h e r  the R a i l r o a d  nor U S R A  has forecast any traffic 

i m p r o v e m e n t s  that are pur e l y  speculative. For example, there are 

m a j o r  mine r a l  r e s erves in the area which are a source of 

p o t e n t i a l  new traffic. However, additional facilities w o u l d  be 

required, p r o b a b l y  including s u b stantial exte n s i o n s  of the 

R a i l r o a d ' s  lines.

All elements of reve n u e  are sta t e d  in constant 1983 dollars.

This m e a n s  that the aver a g e  r e v e n u e  p e r  carload changes o n l y  as

traf f i c  (commodity) mix or length of haul changes. It was 

a s s u m e d  that rate increases will be m a d e  in a timely fashion in 

r e s p o n s e  to cost increases. To the extent that the R a i l r o a d  

s h o u l d  p r o v e  unable to do this, o p e r a t i n g  m a r g i n s  would be

r e d u c e d  from f o r ecasted levels.

Ex p e n s e s

U S R A  adop t e d  most of the R a i l r o a d ' s  forecast of o p e rating 

expenses. The most important m o d i f i c a t i o n s  w e r e  additional 

m a i n t e n a n c e  of way expenses, the p r e v i o u s l y  d i s cussed a d j ustment 

to p r o j e c t e d  p r o d u c t i v i t y  improvements, and additional legal and 

a d m i n i s t r a t i v e  expenses a t t r i b u t a b l e  to the transfer itself.
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A s s e t  C o n d i t i o n  a n d  M a i n t e n a n c e  E x p e n s e s

S i n c e  the c o n d i t i o n  of the R a i l r o a d ' s  p l a n t  a n d  e q u i p m e n t  has 

b e e n  of m a j o r  c o n c e r n  in t h e  p a s t  a n d  c o u l d  be r e s p o n s i b l e  for 

m a j o r  s h i f t s  in e x p e n s e  levels, U S R A  p h y s i c a l l y  i n s p e c t e d  

f a c i l i t i e s  and e q u i p m e n t  as n e c e s s a r y  to m a k e  a care f u l  

a s s e s s m e n t  of f u t u r e  r e q u i r e m e n t s . *

M a i n t e n a n c e  of W a v . T h e  R a i l r o a d  c o n s i s t s  of a p p r o x i m a t e l y  

650 a c t i v e  track m i l e s  in m a i n  a n d  b r a n c h  lines, y a r d s  and 

sidings. The m a i n  lines f r o m  S e w a r d  to F a i r b a n k s  and from 

P o r t a g e  to W h i t t i e r  c o n s i s t  of 115 p o u n d  rail on w o o d  ties. The 

b r a n c h  l i n e  a n d  y a r d  rail g e n e r a l l y  v a r i e s  f r o m  70 to 90 pounds. 

N e w  rail w a s  i n s t a l l e d  on t h e  m a i n  line f r o m  1948 to 1952 to 

o v e r c o m e  d e t e r i o r a t i o n  f r o m  h e a v y  t r a f f i c  d u r i n g  the war.

A l t h o u g h  p r e c i s e  n u m b e r s  a r e  n o t  known, m a j o r  tie r e n e w a l s  w e r e  

a l s o  d o n e  at t h a t  time. T h e  e x t r e m e l y  la r g e  r e b u i l d i n g  effo r t  

d u r i n g  t h a t  f i v e - y e a r  p e r i o d  a n d  the r e l a t i v e l y  low t r a f f i c  

l e v e l s  s i n c e  h a v e  r e d u c e d  t h e  s u b s e q u e n t  n e e d  for la r g e  p r o g r a m  

e x p e n d i t u r e s  for tie a n d  rail renewal.

In o r d e r  to e v a l u a t e  the R a i l r o a d ' s  c o n d i t i o n  and e s t i m a t e d  

f u t u r e  needs, the p r o p e r t y  w a s  i n s p e c t e d  by o b s e r v i n g  the track 

s t r u c t u r e  and r i d e  q u a l i t i e s  f r o m  trains, h i - r a i l  v e h i c l e s  and 

s e l e c t e d  w a l k i n g  inspections. S o m e  t i e  r e n e w a l  a n d  s u r f a c i n g  

w o r k  w a s  o b s e r v e d  in pr o g r e s s ,  a n d  r e c o r d s  for d e f e c t i v e  rails, 

d e r a i l m e n t s ,  s l o w  o r d e r s  a n d  o t h e r  e n g i n e e r i n g  d a t a  w e r e

^ U S R A 77w a s  a s s i s t e d  in this a n a l y s i s  by F r a n k  S. K i n g  a n d  J a c k s o n  
R. Bell, e x p e r t s  in r a i l w a y  e n g i n e e r i n g  and equipment.



reviewed. This review clearly sho w e d  that the R a i l r o a d  is 

c u r r e n t l y  in satisf a c t o r y  co n d i t i o n  to h a n d l e  present, and 

p r o j e c t e d  t r a f f i c  levels. In 1982, the R a i l r o a d ' s  h i g h e s t  

t r a f f i c  d e n s i t y  was 8 million gross tons (MGT) on the 4 0 - mile 

se g m e n t  between A n c horage and Matanuska. The b a l a n c e  of the main 

line h a n d l e d  less than 4 M G T  for the year. Th e s e  s t a t i s t i c s  

r e f l e c t  a l o w -density railroad as c o m p a r e d  with o t h e r  r a i l r o a d s  

w h e r e  d e n sity m a y  often be o v e r  40 M G T  per year for s i n g l e  track 

lines.

O v e r  the p a s t  three years 1981-83, the R a i l r o a d  will have 

r e p l a c e d  an a v e r a g e  of about 21,000 ties and r e n e w e d  ab o u t  2.75 

track mil e s  of rail per year. . The R a i l r o a d  has p r o j e c t e d  some 

increases in p r o g r a m  levels p r e d i c a t e d  on i n c reased traffic, but 

f u t u r e  e x p ense increases are p a r t l y  o f f s e t  by p r o j e c t e d  cost 

r e d u c t i o n s  due to greater efficiency.

In its analysis, USRA d e t e r m i n e d  that the m a i n t e n a n c e  of way 

costs p r o j e c t e d  by the R a i l r o a d  should be increased to a s s u r e  a 

track s t r ucture adequate for the e x p e c t e d  traffic. The m a g n i t u d e  

of this a d j u s t m e n t  varies from about $800,000 a n n u a l l y  to nearly 

$1.5 m i l l i o n  annually, or a total $10.8 m i l l i o n  for the ten 

years, 1984-93. This funding will p r o v i d e  for tie r e p l a c e m e n t s  

of 35,000 in 1984 rising to 50,000 by 1990. Rail renewal will 

s i m i l a r l y  increase from about 4.5 track m i l e s  in 1984 to 10 track 

m i l e s  in 1993. The s e  p r o gram increases reflect not o n l y  traf f i c  

gro w t h  but also the age of m a n y  ties and m u c h  of the rail. Ties 

and rail i n s talled in the p o s t - w a r  period, 1948-52, will have 

p r o v i d e d  forty y e a r s  of serv i c e  w i t h i n  the next ten years, and



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

levels.

M a i n t e n a n c e  of E q u i p m e n t . T h e  R a i l r o a d  c u r r e n t l y  owns 62 

locomo t i v e s ,  46 p a s s e n g e r  cars and 1,642 f r e i g h t  cars. In 

add i t i o n ,  v a r i o u s  vehicles, m a i n t e n a n c e  a n d  s h o p  e q u i p m e n t  are 

a l s o  m a i n t a i n e d .  T h e  d e m a n d  for e q u i p m e n t  is h i g h  t h r o u g h o u t  the 

s u m m e r  d u e  to t o u r i s m  a n d  the c o n s t r u c t i o n  season. D u r i n g  the 

winter, d e m a n d  is low, p r o v i d i n g  t i m e  for p r o g r a m m e d  e q u i p m e n t  

repair. Total e x p e n s e s  in this c a t e g o r y  w e r e  a b o u t  $9.5 m i l l i o n  

last year, and they a r e  p r o j e c t e d  to r e m a i n  at a b o u t  that level 

t h r o u g h  1984. A f t e r  that, c o n s i s t e n t  w i t h  t r a f f i c  growth, 

e x p e n s e s  a r e  p r o j e c t e d  to i n c r e a s e  e a c h  year, r e a c h i n g  $11.5 

m i l l i o n  in 1989.

T h i s  p r o j e c t e d  s p e n d i n g  s h o u l d  be a d e q u a t e  to p r o v i d e  the 

n e c e s s a r y  level of l o c o m o t i v e  o v e r h a u l s  a n d  h e a v y  r e p a i r s  as well 

as r u n n i n g  and h e a v y  r e p a i r  to f r e i g h t  cars. M a i n t e n a n c e  of 

p a s s e n g e r  e q u i p m e n t  has a l s o  b e e n  p r o v i d e d  for, p r e m i s e d  on the 

c u r r e n t  s c h e d u l e d  level of trains.

A  p a r t  of t h e  l o c o m o t i v e  f l e e t  is o l d  a n d  e x p e n s i v e  to 

m a i n t a i n ,  a n d  m u c h  of t h e  f r e i g h t  c a r  f l e e t  is or s o o n  will be 

o v e r  40 y e a r s  old. However, the o v e r a l l  c o n d i t i o n  of t h e  fleet 

s h o u l d  i m p r o v e  o v e r  t h e  t e n - y e a r  p e r i o d  d u e  to t h e  p r o j e c t e d  

a c q u i s i t i o n  of n e w  or g o o d  u s e d  l o c o m o t i v e s  and f r e i g h t  e q u i p m e n t  

as p r o v i d e d  for in the c a p i t a l  plan.

T h e  n e e d  for a d d i t i o n a l  or r e p l a c e m e n t  f r e i g h t  c a r s  will h a v e  

-to b e  c o n t i n u a l l y  r e - e v a l u a t e d  as t r a f f i c  de v e l o p s .  T h e  R a i l r o a d



has had some s u c c e s s  in g e t ting s h i p p e r s  of bulk commo d i t i e s  to 

o b t a i n  and f i n a n c e  n e e d e d  equipment. Cu r r e n t l y  o n e  of the major 

gravel s h i p p e r s  p r o v i d e s  h o p p e r  cars for regular unit train 

moves, .and the p o t ential coal e x p o r t e r  has agreed to p r o v i d e  not 

on l y  the n e c e s s a r y  cars, but also the locomotives.

T he o p p o r t u n i t y  for a d d itional s h i p p e r  e q u ipment a g r eements 

will d e p e n d  on future t r a f f i c  developments. S u r plus freight 

e q u i p m e n t  in the lower f o r t y - e i g h t  s t a t e s  may p r o v i d e  an 

e con o m i c a l  s o u r c e  for s o m e  of the R a i l r o a d ' s  f u t u r e  needs. In 

summary, b a s e d  on the p r o j e c t e d  traf f i c  and e x p ected equipment 

acquisitions, the e x p e n s e  levels p r o j e c t e d  should be a d e q u a t e  not 

o n l y  to m a i n t a i n  the c u r r e n t  fleet co n d i t i o n  but to p e r m i t  some 

i m p r o v e m e n t .

F o r e c a s t e d  Capi t a l  R e q u i r e m e n t s

Historically, capital s p e n d i n g  has varied widely, and 

g o v e r n m e n t  a p p r o p r i a t i o n s  have been requi r e d  to p e r m i t  any 

r e a s o n a b l e  capital program. A c c o r d i n g  to data p r o v i d e d  by the 

Railroad, s i n c e  1975, capital s p e n d i n g  has ranged from a low of 

$2.8 m i l l i o n  to a high of $11.8 m i l l i o n . *  U n c e r t a i n  funding and 

r e s u l t i n g  w i d e  swings f r o m  y e a r  to y e a r  m a d e  e f f e c t i v e  capital 

p l a n n i n g  difficult, of t e n  leading to last-minute d e c i s i o n s  on 

p r o j e c t  approvals.

*Alaska R a i l r o a d  annual r e p o r t s  have reported capital e x p enditure 
totals that included the cost of m a j o r  track work such as tie 
replacement, rail renewal, track surfacing^ brid g e  repairs, etc. 
U n d e r  ICC accounting, t h e s e  costs p r o p e r l y  belong in o p e rating 
expenses. The s p e nding totals shown r e f lect this adjustment.



T h e  R a i l r o a d  p r o v i d e d  U S R A  w i t h  a c a p i t a l  p l a n  a v e r a g i n g  

$14 m i l l i o n  a n n u a l l y  f r o m  1984 to 1988 f u n d e d  by t h e  R a i l r o a d’s 

cash flow. A f t e r  r e v i e w i n g  t h a t  p l a n  a n d  a p r o p o s e d  p r o j e c t  

list, d i s c u s s i o n s  w i t h  m a n a g e m e n t  a n d  o n - s i t e  i n spections, a 

y e a r l y  a l l o c a t i o n  of $12 m i l l i o n  w a s  c o n s i d e r e d  a d e q u a t e  to 

c o n t i n u e  o p e r a t i o n s  a n d  to h a n d l e  f o r e c a s t e d  t r a f f i c  growth.

A p p r o x i m a t e l y  h a l f  of this a m o u n t  is a l l o c a t e d  for a c q u i r i n g  

a n d  u p g r a d i n g  l o c o m o t i v e s ,  cars a n d  o t h e r  e q u i p m e n t .  The 

r e m a i n i n g  a m o u n t s  p r o v i d e  for r e h a b i l i t a t i o n  of b r i d g e s  and 

tunnels, t r a c k  c o n s t r u c t i o n  to s e r v e  n e w  and e x i s t i n g  customers, 

s t a b i l i s a t i o n  of t h e  r o a d b e d  in t h e  H e a l y  C a n y o n  a n d  elsewhere, 

r e a l i g n m e n t  w o r k  to r e d u c e  c u r vature, a n d  o t h e r  p l a n t  

r e q u i r e m e n t s .

S t a r t - u p  C o s t s

In A p p e n d i x  L of the 605(a) R e p o r t ,  the S t a t e  of A l a s k a  and 

the D e p a r t m e n t  of T r a n s p o r t a t i o n  i d e n t i f i e d  15 items w h i c h  they 

c o n s i d e r e d  to be p o t e n t i a l  s t a r t - u p  o b l i g a t i o n s  u n d e r  the Act.

The R e p o r t  c h a r a c t e r i z e d  t h e s e  as s t a rt-up' r e s p o n s i b i l i t i e s ,  

b e c a u s e  they a r e  n e w  u n d e r t a k i n g s  by t h e  railroad, not p r e v i o u s l y  

i m p o s e d  on the r a i l r o a d  b e c a u s e  of its F e d e r a l  s t a t u s .” For the 

m o s t  part, t h e s e  r e s p o n s i b i l i t i e s  a r e  n o t  ”o n e - t i m e”; rather, 

th e y  a f f e c t  o n g o i n g  e x p e n s e s  and r e s u l t  f r o m  v a r i o u s  c h a n g e s  in 

a c c e s s  to F e d e r a l  g o v e r n m e n t  r e s o u r c e s .  U S R A  t r e a t e d  th e s e  

issues as follows.

- (1) V e h i c l e  L e a s i n g . U n d e r  F e d e r a l  owne r s h i p ,  the G e n e r a l  

.. S e r v i c e s  A d m i n i s t r a t i o n  a s s i g n s  v e h i c l e s  to the R a i l r o a d  for a .



m o n t h l y  lease paym e n t  which includes maintenance. The State, the 

D e p a r t m e n t  of Transportation, and the Gene r a l  Services 

A d m i n i s t r a t i o n  have not yet r e s o l v e d  w h e t h e r  the existing leased 

v e h i c l e s  will be transferred. In the event the R a i l r o a d  a c q u i r e s  

the e x i s t i n g  fleet of older leased vehicles, it will be r e q u i r e d  

to m a k e  other a r r a n g e m e n t s  for m a i ntenance. U S R A  d e t e r m i n e d  that 

the R a i l r o a d  could most likely c o n t i n u e  to lease vehicles at 

terms and conditions equ i v a l e n t  to those cu r r e n t l y  in effect. 

R e g a r d l e s s  of the final outcome, there w o u l d  be no s i g n i f i c a n t  

cha n g e  in net costs to the R a i l r o a d  for vehicles, and USRA's 

a n a l y s i s  includes no adj u s t m e n t  to the R a i l r o a d ' s  p r o j e c t e d  

e x p e n s e s  for this item.

(2) S u p p l i e s  and M a t e r i a l s . A f t e r  transfer, the Alas k a  

R a i l r o a d  can no longer a c q u i r e  s u p p l i e s  t h r ough Federal ' 

go v e r n m e n t  supply depots. However, USRA ' s  val u a t i o n  a s s u m e s  that 

the p u r c h a s i n g  power of the S t a t e - o w n e d  r a i l r o a d  will off s e t  the 

loss of the ability to p u r c h a s e  through the Federal government. 

U S R A  did include increased a d m i n i s t r a t i v e  costs a s s o c i a t e d  with 

an additional p u r c h a s i n g  agent.

(3) Legal F e e s . Currently, m u c h  of the R a i l r o a d ' s  legal work 

is p e r f o r m e d  by United States gove r n m e n t  attorneys. After 

transfer, this will no longer be the case, and the R a i l r o a d  will 

h a v e  to do more of its own legal w o r k  as well as retain o u t side 

counsel. Af t e r  c o n sultation with the A l a s k a  R a i l r o a d  and with 

others, U S R A  concluded that an additional $600,000 p e r  y e a r  is an 

a p p r o p r i a t e  additional cost to fac t o r  into the valuation.
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(4) A d d i t i o n a l  A d m i n i s t r a t i v e  E x p e n s e . U S R A  has a s s u m e d  

that, as a r e s u l t  of t h e  loss of c e r t a i n  a d m i n i s t r a t i v e  s u p p o r t  

c u r r e n t l y  p r o v i d e d  by v a r i o u s  F e d e r a l  agencies, the R a i l r o a d  will 

incur an a d d i t i o n a l  a n n u a l  e x p e n s e  of $ 1 0 8 , 0 0 0  r e p r e s e n t i n g  t h r e e  

p e r s o n  y e a r s  to h a n d l e  this work.

(5) T o r t  C l a i m s . C u r r e n t l y ,  all tort s e t t l e m e n t s  or a w a r d s  

in e x c e s s  of $ 2 , 5 0 0  a r e  p a i d  by t h e  F e d e r a l  treasury. A f t e r  

transfer, t h e s e  will all be t h e  r e s p o n s i b i l i t y  of the R a i l r o a d .  

O v e r  the f o u r - y e a r  p e r i o d  1980-83, the F e d e r a l  t r e a s u r y  p a i d  a 

total of $288,000, an a v e r a g e  of $ 7 2 , 0 0 0  a year. F r o m  this 

exper i e n c e ,  U S R A  a s s u m e d  an a d d i t i o n a l  a v e r a g e  c o s t  of $ 7 5 , 0 0 0  

p e r  year.

(6) W o r k i n g  C a p i t a l . A s  w i t h  all b u s i n e s s e s ,  the R a i l r o a d  

w i l l  r e q u i r e  w o r k i n g  capital. U S R A  a s s u m e d  that n o n e  of the 

r e v o l v i n g  f u n d  w i l l  be t r a n s f e r r e d  to the S t a t e  b e c a u s e  p r e­

c o n v e y a n c e  c l a i m s  and c o n t i n g e n t  l i a b i l i t i e s  that m u s t  be p a i d  

a r e  l i k e l y  to c o n s u m e  the e n t i r e  fund. A f t e r  r e v i e w i n g  the 

w o r k i n g  c a p ital r e q u i r e m e n t s  of o t h e r  railroads, it w a s  U S R A ' s  

j u d g m e n t  that o n e  m o n t h ' s  w o r t h  of o p e r a t i n g  e x p e n s e s  w o u l d  be 

a d e q u a t e  w o r k i n g  c a p i t a l  for t h e  A l a s k a  Ra i l r o a d .  T h i s  a m o u n t s  

to a p p r o x i m a t e l y  $4.4 m i l l i o n  in t h e  first year, v a r y i n g  o v e r  the 

f o r e c a s t  p e r i o d  as o p e r a t i n g  e x p e n s e s  vary.

(7) L a c k  of A c c e s s  to F e d e r a l  S u r p l u s  E q u i p m e n t . A f t e r  

transfer, the R a i l r o a d ' s  a c c e s s  to e x c e s s  F e d e r a l  e q u i p m e n t  will 

be g r e a t l y  dimi n i s h e d .  In o u r  judgment, this s h o u l d  not i n c r e a s e  

the R a i l r o a d ' s  costs. •



( 8 )  A R T A  S e c t i o n  6 0 4 ( d ) ( 3 )  E m p l o y e e  P r o t e c t i o n  O b l i g a t i o n s .

S e c t i o n  604(d)(3) requires the S e c r e t a r y  of T r a n s p o r t a t i o n  to 

certify that the S t a t e - o w n e d  r a i lroad has established 

a r r a n g e m e n t s  to p r o t e c t  the emp l o y e e s  of the r a i l r o a d  for the two 

ye a r s  immediately f o l lowing the transfer. This p r o v i s i o n  

requires c o n t i n u a t i o n  of current labor agreements, r e t e n t i o n  for 

two years of all e m p loyees (other than c e r tain officers) who 

elect to transfer to the Railroad, c o n t i n u a t i o n  of c o m p e n s a t i o n  

at current levels, r e - e m p l o y m e n t  priority, and m a i n t e n a n c e  of 

b ene f i t  programs, as well as other items. The e s s e n c e  of these 

p r o v i s i o n s  is to c o n t i n u e  the employees' current status. Since 

the forecast calls for m a i n t a i n i n g  rail o p e r a t i o n s  at current 

levels, USRA a s s u m e d  that all p r e s e n t  em p l o y e e s  would* be offered 

jobs by and w o u l d  transfer to the S t a t e - o w n e d  railroad. Since 

USRA's forecast of cash flows also a s s u m e s  the c o n t i n u a t i o n  of 

current c o m p e n s a t i o n  levels, no p r o t e c t i o n  p a y m e n t s  w o u l d  be 

r e q u i r e d  under these a s sumptions.*

(9) S e c tion 607 R e t i r e m e n t  O b l i g a t i o n s . A R T A  S e c tion 607 

r equires that, after transfer to the State, the R a i l r o a d  must 

p r o v i d e  r e t i r e m e n t  benefits s u b s t a n t i a l l y  equivalent to current 

levels for all e m p l o y e e s  who elect to transfer. As s t a t e d  in the 

605(a) Report, the D e p a r t m e n t  of T r a n s p o r t a t i o n  asked the Office 

of Personnel M a n a g e m e n t  (OPM) "to c a l c u l a t e  retirement costs and

*If, in fact, th e r e  are large numbers of employees who elect n o t  

to transfer, then this could cause s i g n i f i c a n t  d i s r u p t i o n s  to the 
smooth op e r a t i o n  of the railr o a d  wh i c h  could p r o v e  to be costly. 
U S R A  has no w a y  of d i r ectly q u a n t i f y i n g  either the l i k elihood of 
this occurring or its cost.



b e n e f i t s  .for e x i s t i n g  e m p l o y e e s  w h o  p a r t i c i p a t e  in t h e  Federal

r e t i r e m e n t  s y s t e m  a n d  to p r e p a r e  an e s t i m a t e  of t h e  fin a n c i a l

c o n s e q u e n c e s  if all of t h o s e  e m p l o y e e s  t r a n s f e r r e d  to the S t a t e -

o w n e d  r a i l r o a d  at t h i s  t i m e” (605(a) R e p ort, pp. 69-70). The

605(a) R e p o r t  f u r t h e r  s t a t e s  (at p a g e  70) that:

”[i]n p r e p a r i n g  its c a l c u l a t i o n s ,  O P M  a s s u m e d  t h a t  if 
t r a n s f e r r e d . e m p l o y e e s  r e m a i n  in the F e d e r a l  r e t i r e m e n t  s y s t e m  
p u r s u a n t  to S e c t i o n  6 0 7 (a)(1), the l a n g u a g e  of t h a t  p r o v i s i o n  
g o v e r n i n g  t h e  a m o u n t  of the S t a t e - o w n e d  r a i l r o a d ' s  e m p l o y e r  
c o n t r i b u t i o n s  . . . w o u l d  r e q u i r e  t h e  S t a t e - o w n e d  r a i l r o a d  to 
pay, as the e m p l o y e r  c o n t r i b u t i o n ,  29.06 p e r c e n t  of ba s i c  
p a y r o l l  for t h o s e  t r a n s f e r r e d  e m p l o y e e s  into t h e  F e d eral 
r e t i r e m e n t  f u n d  to f u l l y  f u n d  r e t i r e m e n t  b e n e f i t s  that a c c r u e  

v f o r  t h o s e  e m p l o y e e s  a f t e r  t r a nsfer. 0 P M !s c a l c u l a t i o n
a s s u m e s  the c u r r e n t  s e v e n  p e r c e n t  e m p l o y e e  c o n t r i b u t i o n  w o u l d  
r e m a i n  u n c h a n g e d .

T h i s  is an i n c r e a s e  of 22.06 p e r c e n t  o v e r  the a m o u n t  the 
A l a s k a  R a i l r o a d  has c o n t r i b u t e d  as a F e d e r a l  a g e n c y  and 
r e f l e c t s  the m a n n e r  in w h i c 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  is 
n o r m a l l y  funded, w h i c h  for F e d e r a l  a g e n c i e s  i n c l u d e s  o t h e r  
p a y m e n t s  f r o m  the U.S. T r e a s u r y .”

Th e  u l t i m a t e  r e s o l u t i o n  of this is s u e  w i l l  not o c c u r  until 

a f t e r  t h e  d a t e  of t h i s  report. Indeed, in the 605(a) Report, the 

D e p a r t m e n t  of T r a n s p o r t a t i o n  and t h e  S t a t e  of A l a s k a  a c k n o w l e d g e  

that an " a c c u r a t e  e s t i m a t e  of t h e  r e t i r e m e n t  o b l i g a t i o n s  that 

w o u l d  be i m p o s e d  on the S t a t e - o w n e d  r a i l r o a d  p u r s u a n t  to S e c t i o n  

607(a) c a n n o t  b e  c a l c u l a t e d  at t h i s  t i m e .” However, for. p u r p o s e s  

of c o m p l e t i n g  t h i s  v a l u a t i o n  in a t i m e l y  manner, U S R A  has b e e n  

r e q u i r e d  to m a k e  a s s u m p t i o n s  as to t h e  c o s t  of this p r o v i s i o n  to 

the R a i l r o a d .

U S R A ' s  a n a l y s i s  a s s u m e s  that all p e r m a n e n t  e m p l o y e e s  w o u l d  

t r a n s f e r  to the* S t a t e - o w n e d  r a i l r o a d  a n d  w o u l d  be i n c l u d e d  in a 

pla. that- will n a v e  an a n n u a l  c o s t  to t h e  R a i l r o a d  e q u i v a l e n t  to 

t h e - c o s t  t h a t  O P M  has s u g g e s t e d  —  t h a t  is, a 22.06 p e r c e n t



additional c o n t r i b u t i o n  o v e r  and a b o v e  the 7 p e r c e n t  c o n t r i b u t i o n  

which the R a i l r o a d  is c u r r e n t l y  paying. USRA assu m e d  all new 

e m p l o y e e s  hi r e d  after the d a t e  of the t r a n s f e r  w o u l d  be covered 

under a new p e n s i o n  plan that w o u l d  r e q u i r e  the R a i l r o a d  to 

c o n t r i b u t e  12 p e r c e n t  of the new e m p l o y e e s’ base  salary.

U S R A ' s  a n a l y s i s  of the a d d itional p e n s i o n  costs used the 

actuarial base dev e l o p e d  by O P M  whi c h  listed current employees, 

by sex, for each year until the last R a i l r o a d  e m p l o y e e  currently 

in the Federal r e tirement s y s t e m  has left the payroll. These 

d a t a  w e r e  ..costed using the 1983 a v e r a g e  wage levels to y i e l d  the 

total w a g e  b a s e  for each year. This w a g e  base was m u l t i p l i e d  by 

an additional 22.06 p e r c e n t  to a r r i v e  at the add i t i o n a l  p e n s i o n  

costs.

As each c u r r e n t  e m p l o y e e  leaves the payroll, U S R A  a s s umed a 

r e p l a c e m e n t  w o u l d  be added, but that the r e p l a c e m e n t ' s  pension 

expe n s e  wo u l d  be only 5 p e r c e n t  in a d d i t i o n  to the current 

7 p e r c e n t  contribution. T h i s  a p p r o x i m a t e s  the c o n t r i b u t i o n  now 

r e q u i r e d  for em p l o y e e s  of the State. Th e s e  cash flows w e r e  then 

included with all other expenses, and the first 10 y e a r s  of 

additional p e n s i o n  expense is shown on Ta b l e  3.

The D e p a r t m e n t  of T r a n s p o r t a t i o n  a n d  the St a t e  a c k n o w l e d g e  

that "the exact number of e m p l o y e e s  w h o  will t r a nsfer and the 

va l u e  of their r e tirement b e n e f i t s  will not be known until the 

d a t e  of Transfer". Thus, the a s s u m p t i o n s  which U S R A  has m a d e  

could be s i g n i f i c a n t l y  d i f f e r e n t  from the actual outcome.

However, we b e l i e v e  the es t i m a t e s  p r o v i d e d  by our a s s u m p t i o n s  are



r e a s o n a b l e  a n d  f a i r  to b o t h  .the F e d e r a l  g o v e r n m e n t  a n d  t h e  State, 

as w e l l  as to a n y  o t h e r  buyer.

(10) S e c t i o n  607 S e v e r a n c e  O b l i g a t i o n s . T h e  s e v e r a n c e  

o b l i g a t i o n s  i m p o s e d  u p o n  the R a i l r o a d  b y  S e c t i o n  607 of the A c t  

r e q u i r e  the R a i l r o a d  to p a y  c e r t a i n  c o m p e n s a t i o n  to e m p l o y e e s  

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

y e a r s  a f t e r  tr a n s f e r .  B e c a u s e  of t h e  a c t i v i t y  l e v e l s  forecasted, 

w e  h a v e  a s s u m e d  that no e m p l o y e e s  w i l l  fall into this c a t e g o r y  

and, t h e r e f o r e ,  no u p w a r d  a d j u s t m e n t  to the R a i l r o a d ' s  p r o j e c t e d  

o p e r a t i n g  e x p e n s e s  is nece s s a r y .

(11) N o n - A v a i 1a b i 1 itv of S t a t u t o r y  E x e m p t i o n s  if the R a i l r o a d  

C e a s e s  to b e  a S t a t e  I n s t r u m e n t a 1 i t v . If, a f t e r  transfer, the 

R a i l r o a d  c e a s e s  to be an i n s t r u m e n t a l i t y  of t h e  State, then the 

R a i l r o a d  w o u l d  l o s e  its e x e m p t i o n  f r o m  F e d e r a l  i n c o m e  taxes, the 

R a i l r o a d  R e t i r e m e n t  Act, the R a i l w a y  L a b o r  Act, and the F e d e r a l  

E m p l o y e r ' s  L i a b i l i t y  Act. B e c a u s e  of the n a t u r e  of the p r o j e c t e d  

c a s h  flows, no tax l i a b i l i t y  w o u l d  a c c r u e  e v e n  if a p r i v a t e  

p u r c h a s e r ,  a n d  n o t  the State, a c q u i r e d  the R a i l r o a d .  U S R A  also 

a s s u m e d  that t h e r e  w o u l d  be no s i g n i f i c a n t  c h a n g e s  in c a s h  flow 

if the la b o r  r e l a t e d  s t a t u t e s  w e r e  applied. T h e r e f o r e ,  w e  have 

m a d e  no a d j u s t m e n t s  f o r  t h e s e  p r o v i s i o n s .

(12) S e c t i o n  6 0 8 ( a ) (1) A n t i t r u s t  A p p l i c a b i l i t y . A f t e r  

transfer, t h e  e x e m p t i o n  w h i c h  t h e  R a i l r o a d  e n j o y s  f r o m  c e r t a i n  

a n t i t r u s t  laws w i l l  be lost. W h i l e  t h i s  m a y  b e c o m e  an issue in 

the f u t u r e  t h a t  c o u l d  a d v e r s e l y  a f f e c t  the R a i l r o a d ' s  revenues, 

U S R A  has no w a y  of q u a n t i f y i n g  w h a t  the l o ^ g - r a n g e  e f f e c t  m i g h t



(13) ICC R e g u l a t i o n . C u r r e n t l y  the R a i l r o a d  is subject only 

to partial r e g u l a t i o n  by the ICC un d e r  E x e c u t i v e  O r d e r  12434. 

A f t e r  transfer, A R T A  S e c t i o n  608(a) p r o v i d e s  that the R a i lroad 

will be f u l l y  r e g u l a t e d  by the ICC in a m a n n e r  s i m i l a r  to other
■ • • • ■ ' • ■ •• • •' \-*v V • '': '

r a i l r o a d s  of the same class (most likely Cl a s s  II). Wh i l e  there 

will be s o m e  a d d itional costs, they a r e  not s i g n i f i c a n t  enough to 

q u a n t i f y  separately. However, as p r e v i o u s l y  stated, upward 

a d j u s t m e n t s  w e r e  m a d e  to both legal and ot h e r  a d m i n i s t r a t i v e  

costs to c o v e r  these as well as other contingencies.

(14) C o m p l i a n c e  W i t h  V a r i o u s  S a f e t y  S t a t u t e s  and R e g u l a t i o n s . 

U S R A  c o n s i d e r e d  three s e p a r a t e  cate g o r i e s  of p o t ential expenses 

—  OSHA, S t a t e  and local b u i l d i n g  codes, and f a c i l i t y  condition.

* O S H A . B a s e d  on an u p d ated stu d y  p r o v i d e d  by the Ala s k a

Railroad, w h i c h  indicates a p p r o x i m a t e l y  $2.5 million

ad d i t i o n a l  fund i n g  will be r e q u i r e d  to e l i minate the
i

r e m a i n i n g  deficiencies, we h a v e  included $500,000 per 

y e a r  for five years. These funds will be utilized to 

c o r r e c t  p r o b l e m s  a s s ociated with buildings, facilities 

a n d  eq u i p m e n t  b e y o n d  e x p e n d i t u r e s  b u d g e t e d  elsewhere.

* S t a t e  and Local B u i l d i n g  Co d e s  and E x i s t i n g  Condition of

F a c i l i t i e s . A  recent report p r e p a r e d  for t h e  State 

e s t i m a t e d  the total cost to correct b u i l d i n g  

d e f i c i e n c i e s  to be about $85 million. Co n d i t i o n  

p r o b l e m s  a c c o u n t e d  for about 62 p e r c e n t  or $53 million 

w i t h  the b a l a n c e  of $32 m i l l i o n  being r e l a t e d  to code 

violations. Repairs, a d d i t i o n s  or r e p l a c e m e n t  costs
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w e r e  b a s e d  on b r i n g i n g  t h e  e x i s t i n g  b u i l d i n g s  into 

c o m p l i a n c e ,  r e g a r d l e s s  of c u r r e n t  use.

In t h e  future, the R a i l r o a d  w i l l  h a v e  to c o r r e c t  

s o m e  c o d e  v i o l a t i o n s  and i m p r o v e  the c o n d i t i o n  of s o m e  

b u i l d i n g s .  H o w ever, the R a i l r o a d  will c e r t a i n l y  c o n d u c t  

a c a r e f u l  r e v i e w  of c u r r e n t  a n d  f u t u r e  r a i l r o a d  

o p e r a t i n g  n e e d s  b e f o r e  a n y  la r g e  e x p e n d i t u r e s  are made. 

S o m e  b u i l d i n g s  a r e  no l o n g e r .required, a n d ' s o m e  

c o n s o l i d a t i o n s  m a y  be p o s s i b l e .  If r e p l a c e m e n t  is 

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

m i g h t  be a d e quate. The R a i l r o a d  c u r r e n t l y  has an o n­

go i n g  p r o g r a m  to c o r r e c t  s o m e  of t h e s e  d e f i c i e n c i e s .  In 

a d d i t i o n ,  t h e r e  is s o m e  o v e r l a p  with t h e  f u n d i n g  

r e q u i r e d  to c o r r e c t  O S H A  d e f i c i e n c i e s  r e p o r t e d  earlier. 

A f t e r  c o n s i d e r a t i o n  of t h e s e  factors, d i s c u s s i o n s  w i t h  

t h e  R a i l r o a d  a n d  the State, a n d  o n - s i t e  i n spections, the 

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

a r e  r e f l e c t e d  in U S R A ' s  a n a lysis:

B u i l d i n g  c o d e  d e f i c i e n c i e s  -- an a l l o c a t i o n  of $1.5 

m i l l i o n  p e r  y e a r  for t e n  y e a r s  f o r  a total of $15 

mi l l i o n .  T h i s  a l l o w s  for items s u c h  as fire 

s e p a r a t i o n ,  f i r e  r e s i s t a n c e  in w a l l  coverings, 

v e n t i l a t i o n ,  lighting, e l e c t r i c a l  d e f i c i e n c i e s ,  

h a n d i c a p p e d  access, a n d  o t h e r  c o d e  r e l a t e d  items. 

C o n d i t i o n  d i s c r e p a n c i e s  —  J u s t i f i e d  p r o j e c t s  in 

t h i s  c a t e g o r y  w o u l d  b e  f u n d e d  u n d e r  the R a i l r o a d ' s  

n o r m a l  c a p ital b u d g e t i n g  p r o cess. A s  d i s c u s s e d



p r e v i o u s l y  in this section, this total budget is 

f o r e c a s t  at $12 m i l l i o n  per y e a r  for ten years.

(15) T r a n s i t i o n  E x p e n s e s . Upon transfer to the State, t h e r e ’

will be certain o n e - t i m e  costs that will have to be incurred. 

These wou l d  include such things as legal costs, filing fees, 

c o n sulting fees and a d m i n i s t r a t i v e  costs as well as costs to the

R a i l r o a d  rang i n g  from remarking e q u ipment to indicate the new 

o w n e r s h i p  to p r i n t i n g  stationery. We e s t i m a t e  these o n e - t i m e  

costs to be $1,750,000.



T a b l e  3

ALASKA RAILROAD ADJUSTED CASH FLOW FORECAST FOR RAIL OPERATIONS
1984-1993
($ IN 000)
CONSTANT 1983 $

ITEM 1984 1985 1986 1987 1988

RR FORECAST REV. * 
RR FORECAST EXP. 

NET CASH

S6746
46590
10156

64106
50130
13976

65446 *
50790
14656

67806
51390
16416

70186
51990
18196

ADJUST RR FORECAST 
EXPORT COAL 
PRODUCTIVITY 
MOW ADJUSTMENT 
CAPITAL EXPENDED

i

0
-580

-1220
-12000

-1750
-624
-010

-12000

-250
-632
-850

-12000

0
-639
-870

-12000

0
-647

-1010
-12000

ADJ. RR FORECAST -3644 -1208 924 2907 4539

STARTUP COSTS 
PENSIONS 
CODE CONFORMITY 
ADD'L LEGAL FEES 
OSHA
TORT CLAIMS 
OTHER EXPENSES 
WORKING CAPITAL 
ONE TIME STARTUP 

TOTAL STARTUP

-4514
-1500
-600
-500
-75

-108
-4377
-1750

-13424

-4316
-1500
-600
-500
-75

-108
-95

0
-7194

-4145
-1500
-600
-500
-75

-108
-168

0
-7096

-3967
-1500
-600
-500
-75

-108
-57

0
-6807

-3821
-1500
-600
-500
-75

-100
-49

0
-6653

ADJUSTED CASH -17068 -84C2 -6172 -3900 -2114

* DOES NOT INCLUDE REAL ESTATE LEASES, DOES INCLUDE MISCELLANEOUS, 
OF $296. REAL ESTATE LEASES ARE TREATED SEPERATELY.

1989 1990 199i , 1992 1993

72656 72656 72656 72656 72656
52610 52610 52610 52610 52610
20046 20046 20046 20046 20046

0 0 0 0 . 0
-654 -654 -654 -654 -654

-1050 -1150 -1110 -1270 -1440
•12000 -12000 -12000 -12000 -12000

6342 6242 6282 6122 5952

-3675 -3524 -3377 -3225 -3079
-1500 -1500 -1500 -1500 -1503
-600 -600 -600 -600 -600

0 0 0 0 0
-75 -75 -75 -75 -75

-108 -108 . -108 -100 -108
-42 4 16 -1 -2

0 0 0 0 0
-6000 -5803 -5644 -5509 -5364

342 439 638 613 588

LEASES SUCH AS WIRE AND PIPE EASEMENTS
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P r e s e n t  V a l u e  of Future Cash Flows

As p r e v i o u s l y  discussed, the fair m a r k e t  value of the Ala s k a  

R a i l r o a d  is the amount w h i c h  the S t a t e  w o u l d  h a v e  to pay to 

o u t b i d  (e.g., by one dollar) any c o m p e t i n g  po t e n t i a l  purchaser.

To d e t e r m i n e  the m a x i m u m  bid of a c o m p e t i n g  non - g o v e r n m e n t  

purchaser, the es t i m a t e d  fut u r e  cash flows m u s t  be d i s c o u n t e d  to 

p r e s e n t  val u e s  at a rate equal to the cost of capital that the 

p r i v a t e  p u r c h a s e r  w o u l d  empl o y  in v a l u i n g  this railroad.

In a r r i v i n g  at a w e i g h t e d  a v e r a g e  cost of capital to use as 

the d i s c o u n t  r a t e  in this valuation, n u m e r o u s  factors were 

considered. A m o n g  these w e r e  r a i l r o a d  d e b t - e q u i t y  ratios, the 

cost of debt, the a v e r a g e  real r e t u r n  on equities, and risk 

p r e m i u m s  used in other rail valuations. The r e s ulting constant 

d o l l a r  d i s c o u n t  rate was then c o m p a r e d  to d i s c o u n t  rates used in 

v a r i o u s  ot h e r  r a i lroad rela t e d  v a l u a t i o n s  as well- as to the cost 

of capital for the nation's r a i l r o a d s  as found by the ICC in 

Ex Par t e  436. Th e s e  compa r i s o n s  s e r v e d  as a check on the 

r e a s o n a b l e n e s s  of the rate used in the A l a s k a  R a i l r o a d  valuation.

U S R A  d e t e r m i n e d  that the a p o r o p c i a t e  constant dollar discount 

r a t e  to use in this analysis was 16 p e r c e n t  as applied to the 

p r o j e c t e d  cash flows e x p r e s s e d  in c o n s t a n t  do l l a r s . *  The

*This d i s count rate is not c o m p a r a b l e  to the rate used in the 
real e s t a t e  a n a l y s e s  for two reasons: (1) As noted above, the
c o n t i n u e d  e a r nings v a l u a t i o n  was p e r f o r m e d  in constant dollars.
In contrast, the real est a t e  a n a l y s i s  c o n s i d e r e d  the effects of 
a p p r e c i a t i o n  in value of the real property, and was p e r f o r m e d  in 
i n f l a t e d  dollars. (2) D i f f e r e n t  s p e cial cons i d e r a t i o n s  were 
r e l e v a n t  to the real estate a n a lysis than to the continued 
e a r n i n g s  valuation.
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d e v e l o p m e n t  of this d i s c o u n t  r a t e  r e q u i r e d  w e i g h i n g  t h e  special 

c o n s i d e r a t i o n s  a t t e n d a n t  to the A l a s k a  R a i l r o a d .  E l e m e n t s  of 

t h e s e  s p e c i a l  c o n s i d e r a t i o n s  include:

* T h e  p o s s i b’ ty of n o t  r e a l i z i n g  c a s h  f l o w s  that, in
turn, a r e  > „;ed o n  e s t i m a t e s ,  n o t  on h i s t o r i c a l  
evidence,

* T h e  c h a n g e  f r o m  F e d e r a l  o w n e r s h i p ,

* T h e  o n s e t  of full r e g u l a t i o n  b y  t h e  ICC u p o n  t h e  c h a n g e
in o w n e r s h i p ,  and

* T h e  u n c e r t a i n t i e s  on the w o r l d  e n e r g y  markets.

M e a s u r i n g  P o t e n t i a l  A l t e r n a t i v e  U s e  V a l u e

To m e a s u r e  t h e . p o s s i b l e  a l t e r n a t i v e  u s e  v a l u e  of the A l a s k a  

R a i l r o a d ' s  a s s e t s  u n d e r  the t e r m s  and c o n d i t i o n s  of ARTA, U S R A  

h y p o t h e s i z e d  that, b e g i n n i n g  in the e l e v e n t h  year, t h e r e  w o u l d  be 

an i m m e d i a t e  c e s s a t i o n  of all rail o p e r a t i o n s  to p e r m i t  the 

R a i l r o a d ' s  o p e r a t i n g  a s s e t s  to be p l a c e d  in t h e i r  h i g h e s t  anc. 

b e s t  a l t e r n a t i v e  uses.* To a s s e s s  the e f f e c t  of s u c h  an o p t i o n  o n  

value, U S R A  p e r f o r m e d  the f o l l o w i n g  a n a l y s e s .

*In d e t e r m i n i n g  p o s s i b l e  a l t e r n a t e  u s e s  f o r  the R a i l r o a d ' s  real 
estate, it w a s  U S R A ' s  j u d g m e n t  that it w o u l d  be h i g h l y  
s p e c u l a t i v e  to a s s u m e  that a n y  o p e r a t i n g  real e s t a t e  c o u l d  be 
o t h e r w i s e  d e v e l o p e d  u n d e r  a c o n t i n u e d  o p e r a t i o n s  scenario, 
p a r t i c u l a r l y  d u r i n g  the e a r l y  y e a r s  f o l l o w i n g  t r a n s f e r  to the 
State. N o t  o n l y  w o u l d  s u c h  d e v e l o p m e n t  r e q u i r e  r e l o c a t i o n  of 
e x i s t i n g  y a r d s  o r  o t h e r  facil i t i e s ,  b u t  it is a l s o  u n c e r t a i n  that 
any m a j o r  r e d e v e l o p m e n t  p l a n  c o u l d  e a s i l y  o b t a i n  the r e q u i r e d  
a p p r o v a l s  of v a r i o u s  d i s p a r i t e  interests. Further, any 
a s s e m b l i n g  of o p e r a t i n g  and n o n - o p e r a t i n g  real e s t a t e  w o u l d  m o s t  
l i k e l y  be a f f e c t e d  by e x i s t i n g  leases. In li g h t  of t h e s e  f a c t o r s  
w h i c h  w o u l d  a f f e c t  both the t i m i n g  a n d  c o s t s  of any p a r t i a l  
a l t e r n a t i v e  d e v e l o p m e n t  of t h e  o p e r a t i n g  real estate, U S R A  
c o n c l u d e d  that its c o n s i d e r a t i o n  of the a l t e r n a t e  u s e  v a l u e  of . 
t h e s e  p a r c e l s  in a l i q u i d a t i o n  s c e n a r i o  a f t e r  ten y e a r s  was a 
f a i r  m e t h o d  of m e a s u r i n g  t h e i r  v a l u e  f o r  o t h e r  p u r poses.



Rail O p e r a t i o n s

If the A l a s k a  R a i l r o a d  w e r e  p l a n n i n g  to tota l l y  cease 

o p e rations, it m i g h t  well cut back d r a m a t i c a l l y  o n  all its 

ex p e n s e s  b e f o r e  the eleventh year. It is also true that s h i p p e r s  

wo u l d  b e g i n  to find a l t e r n a t i v e  m o d e s  of t r ansportation; 

co n s e q u e n t l y ,  the R a i l r o a d ' s  r e v e n u e s  w o u l d  also d r o p  

d r a m a t i c a l l y .  For p u r poses of this analysis, we have assumed 

that r e v e n u e s  w o u l d  d r o p  by the same dol l a r  amount p e r  year as 

expenses. W e  have used the cash flows ge n e r a t e d  by the R a i l r o a d  

for the c o n t i n u e d  o p erations s c e n a r i o  (as a d j u s t e d  by USRA) as 

bei n g  r e p r e s e n t a t i v e  of the cash flows that the R a i l r o a d  would 

generaf-e: in the liquidation scenario.

L a b o r  P r o t e c t i o n

A s  a r e s u l t  of d i s c o n t i n u i n g  rail o p e r a t i o n s , •U S R A  has 

a s s u m e d  t h a t  there w o u l d  be imposed o n  the owners of the Alas k a  

R a i l r o a d  labor p r o t e c t i o n  c o n ditions s i m ilar to t h o s e  commonly 

known as "New York Dock". The s e  con d i t i o n s  e s s e n t i a l l y  require 

e m p l o y e e s  (depending on seniority) to be p a i d  their full salary 

and b e n e f i t s  for six years, unless t h e y  find other jobs. In the 

case w h e r e  an e m p l o y e e  finds anot h e r  job at a lower rate of pay 

than the o n e  he had on the railroad, that e m p l o y e e  is entitled to 

the d i f f e r e n c e  in p a y  between his new job and what he received on 

his o l d  job. P r o t e c t e d  employees a l s o  have the o p t i o n  of taking 

a o n e - t i m e  lump s u m  payment e q u i v a l e n t  to one year ' s  pay.

In o r d e r  to ca l c u l a t e  the cost to the State of these labor 

p r o t e c t i o n  conditions, USRA a s s umed that all p e r m a n e n t  employees



w o u l d  be e l i g i b l e  to r e c e i v e  labor p r o t e c t i o n  p a y m e n t s .  Of th e s e  

em p loyees, b a s e d  on the c u r r e n t  a g e  p r o f i l e  of the R a i l r o a d ' s  

e mp l o y e e s ,  U S R A  a s s u m e d  that (1) all t h o s e  55 a n d  o l d e r  w o u l d  

c h o o s e  to retire, (2) ^5 p e r c e n t  o f  t h e  e l i g i b l e  e m p l o y e e s  w o u l d  

t a k e  the l u m p  s u m  settl e m e n t ,  and (3) 25 p e r c e n t  of the r e m a i n i n g  

w o r k  f o r c e  w o u l d  f i n d  n e w  e m p l o y m e n t  e a c h  year.
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F A C I L I T I E S  AND E Q U I P M E N T  ASSE T S

U S R A  s e l e c t e d  Fr a n k  S. King and J a c k s o n  R. Bell, e x p e r t s  in 

r a i l w a y  e n g i n e e r i n g  and equipment, to assist in d e t e r m i n i n g  the 

a l t e r n a t i v e  use value of the R a i l r o a d ' s  f a c i l i t i e s  and equipment; 

they d e t e r m i n e d  the net v a l u e  that could be r e a l i z e d  from 

d i s p o s i t i o n  of these a s s e t s  taking into c o n s i d e r a t i o n  all of 

A R T A ' s  terms and conditions. Th e i r  a n a l y s i s  is d e s c r i b e d  in 

greater detail in their rep o r t  to USRA.

USRA first as s e m b l e d  and v a l i d a t e d  the Rai.V'^ad's inventories 

of track, equipment, and other facilities. T h e s e  ass e t s  include 

a p p r o x i m a t e l y  650 track m i l es,* y a r d s  and port facilities, shops, 

buildings, bridges, c o m m u n i c a t i o n s  facilities, 1,642 freight 

cars, 46 p a s s e n g e r  cars and 62 locomotives, as well as 

m a i n t e n a n c e  and shop machinery. P h y sical inspections were made 

as r e q uired to d e t e r m i n e  the co n d i t i o n  of the a s s e t s , * *  and a 

d e t e r m i n a t i o n  was m a d e  as to which asset c a t e g o r i e s  w o u l d  be sold 

as scrap and which could be sold to o t h e r s  for re-use.

*This fig u r e  repr e s e n t s  the total of all the R a i l r o a d ' s  track 
including not only its 4 6 0 - m i l e  m a i n  line from S e w a r d  to 
Fairbanks, but also its bra n c h  lines as well as p a s s i n g  tracks 
and y a r d  tracks.

**USRA also relied on this c o n dition a s s e s s m e n t  to d e t e r m i n e  the 
R a i l r o a d ' s  m a i n t e n a n c e  a n d  capital r e q u i r e m e n t s  for use in 
d e t e r m i n i n g  the R a i l r o a d ' s  co n t i n u e d  o p e r a t i o n s  value, p r e v i o u s l y  
discussed. - •



U S R A  e s t i m a t e d  the r a n g e  of m a r k e t  p r i c e s  f o r  r e s a l e  and for 

scrap, d i s m a n t l i n g  costs, s h i p p i n g  c o s t s  f r o m  A l a s k a ,  a n d  costs 

to c o m p l y  w i t h  e n v i r o n m e n t a l  o r  o t h e r  r e g u l a t i o n s . *  In m a k i n g  

the s e  e s t i m a t e s ,  U S R A  c o n s i d e r e d  v a r i o u s  m a r k e t  d a t a  s u c h  as the 

d e m a n d  for s c r a p  a n d  the s u p p l y  a n d  d e m a n d  for u s e d  r a i l r o a d  

e q u i p m e n t  and u s e d  rail.

S i n c e  A R T A  r e q u i r e s  that t h e  S t a t e  m u s t  c o n t i n u e  to o p e r a t e  

the r a i l r o a d  f o r  a t  least ten y e a r s  o r  s u f f e r  r e v e r s i o n ,  the 

s t a t e  c o u l d  not r e a l i z e  any a l t e r n a t e  v a l u e  f r o m  l i q u i d a t i n g  

th e s e  a s s e t s  until ten y e a r s  a f t e r  t r a n s f e r . * *  U S R A  e s t i m a t e d  

that an o r d e r l y  d i s m a n t l i n g  a n d  l i q u i d a t i o n  p r o g r a m  w o u l d  r e q u i r e  

2 1/2 years, b e g i n n i n g  in 1994 /ml f i n i s h i n g  in 1996.

U S R A  d e t e r m i n e d  t h a t  the r-*i. p r o c e e d s  f r o m  s a l e  of the 

R a i l r o a d ' s  t r a c k  a n d  f a c i l i t i e s  p l u s  its e q u i p m e n t  w o u l d  be 

$11.6 m i l l i o n  in 1983 c o n s t a n t  dollars.

-  3 2  -

* U S R A  w a s  a s s i s t e d  in t h e s e  a r e a s  by Mr. M i c h a e l  V. Cody.

**Indeed, b a s e d  on the R a i l r o a d ' s  fo r e c a s t ,  the p o s i t i v e  e a r n i n g s  
p r o j e c t e d  for 1994 and later years, if r e a lized, w o u l d  p r e v e n t  
the R a i l r o a d  f r o m  o b t a i n i n g  a u t h o r i t y  to a b a n d o n  u n d e r  the 
a p p l i c a b l e  p r o v i s i o n s  of the I n t e r s t a t e  C o m m e r c e  Act. This 
r e p r e s e n t s  a m a j o r  u n c e r t a i n t y  that a n y  p u r c h a s e r  w o u l d  we i g h  
h e a v i l y  b e f o r e  p a y i n g  a p r i c e  b a s e d  in p a r t  o n  a s s e t  v a l u e s  to be 
r e c e i v e d  m a n y  y e a r s  in the f u t u r e  a n d  o n l y  if r a i l  o p e r a t i o n s  
co u l d  be d i s c o n t i n u e d .
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REAL E S T A T E  ASSE T S

U S R A  s e l ected J a c k s o n - C r o s s  Company, a n a t i o n w i d e  real estate 

a ppraisal firm, to ass i s t  in valuing the A l a s k a  R a i l r o a d ' s  real 

est a t e  .assets. J a c k s o n - C r o s s  d e t e r m i n e d  the p r e s e n t  value, as of 

O c t o b e r  1, 1983, of the R a i l r o a d ' s  real estate taking into 

c o n s i d e r a t i o n  all of ARTA's terms and conditions. Their analysis 

is d e s c r i b e d  in g r e a t e r  detail in their appraisal report to USRA.

To c o n s i d e r - t h e  A R T A  Section 610(a) requi r e m e n t  that the 

State m u s t  c o n tinue to o p e r a t e  the r a i l r o a d  for at least ten 

y e a r s  or suffer reversion, U S R A  instructed J a c k s o n - C r o s s  to 

co n s i d e r  the A l a s k a  R a i l r o a d ' s  real est a t e  assets in two 

categories:

* "Non-operating" p r o p e r t y  —  land wh i c h  is not necessary 
for the r a i l r o a d ' s  operations. This is essen t i a l l y  real 
estate w h i c h  is leased to third parties, or which is 
a v a ilable for development.

* "Operating" p r o p e r t y  —  all ot h e r  property, such as the 
right-of-way, yards and oth e r  facilities, including the 
port f a c i l i t i e s  at W h i t t i e r  and Seward.

B e c a u s e  the R a i l r o a d ' s  "non-operating" p r o p e r t y  is not required

for rail operations, it is not a f f e c t e d  by the c o n tinued rail

o p e r a t i o n  requirement. However, b e c a u s e  of ART A ' s  restrictions,

U S R A  a s s u m e d  that no value could be r e a l i z e d  from al t e r n a t e  use

of the R a i l r o a d ' s  o p e r a t i n g  real e s t a t e  until ten y e a r s  after

transfer to the S t a t e . *  J a c k s o n - C r o s s  was instructed to det e r m i n e

*In some locations, the R a i l r o a d  is p r e s e n t l y  e a r n i n g  income from 
easements or p e r mits on o p e rating p r o p e r t y  w h i c h  do not interfere 
with rail operations. This income was cons i d e r e d  in USRA's

. (Continued)



(1) the p r e s e n t  v a l u e  of t h e  cash f l o w  w h i c h  can r e a s o n a b l y  be 

p r o j e c t e d  f r o m  c o n t i n u e d  d e v e l o p m e n t  of t h e  R a i l r o a d ' s  n o n­

o p e r a t i n g  real estate, a n d  (2) t h e  p r e s e n t  v a l u e  of t h e  cash flow 

w h i c h  c o u l d  r e a s o n a b l y  b e  p r o j e c t e d  f r o m  a l t e r n a t e  u s e  of the 

R a i l r o a d ' s  o p e r a t i n g  real e s t a t e  b e g i n n i n g  ten y e a r s  a f t e r  

transfer.

M o s t  of t h e  A l a s k a  R a i l r o a d ' s  real p r o p e r t y  n o t  r e q u i r e d  for 

rail o p e r a t i o n s  is c u r r e n t l y  l e a s e d  to o t h ers, a n d  t h e r e  w a s  no 

r e a s o n  to a s s u m e  t h a t  a p u r c h a s e r  of the p r o p e r t y  w o u l d  c h a n g e  

t h i s  p r a ctice. J a c k s o n - C r o s s ,  the r e f o r e ,  b a s e d  its a p p r a i s a l  

u p o n  the a s s u m p t i o n  t h a t  t h e  R a i l r o a d ' s  r e a l  e s t a t e  w o u l d  be 

l e a s e d  r a t h e r  t h a n  sold. To t h e  e x t e n t  t h a t  a n y  c u r r e n t  r e n t s  

a r e  b e l o w  m a r k e t  levels, the l e a s e  a s s u m p t i o n  e x p l i c i t l y  

c o n s i d e r s  t h a t  fact. U S R A  a s s u m e d  t h a t  t N e S t a t e  w i l l  be 

r e q u i r e d  to h o n o r  t h e  t e r m s  a n d  c o n d i t i o n s  of t h e s e  leases. T h e y  

w e r e  t h o r o u g h l y  r e v i e w e d  and a n a lyzed, a n d  U S R A  has c o n s i d e r e d  

t h e i r  e f f e c t  in d e t e r m i n i n g  t h e  v a l u e  of t h e  R a i l r o a d ' s  real 

estate.

J a c k s o n - C r o s s  t h e n  a s s u m e d  that, e x c e p t  as p r e v e n t e d  by 

e x i s t i n g  leases, r e n t s  w o u l d  be s e t  at m a r k e t  levels. It

CContinued! ‘ “ ”
co n t i n u e d  o p e r a t i o n s  v a l u a t i o n .  As d i s c u s s e d  later, t h e  R a i l r o a d  
l a c k s  c l e a r  t i t l e  to m u c h  of t h e  r i g h t - o f - w a y  so t h a t  it w o u l d  no 
lo n g e r  be e n t i t l e d  to i n c o m e  f r o m  s u c h  p r o p e r t y  u p o n  c o n v e r s i o n  
to a l t e r n a t e  uses. A s  to r i g h t - o f - w a y  p r o p e r t i e s  w h e r e  the S t a t e  
w i l l  a c q u i r e  c l e a r  t i t l e  u n d e r  ARTA, it w a s  n o t  c o n s i d e r e d  
f e a s i b l e  to a t t e m p t  to a s c r i b e  a n y  s e p a r a t e  v a l u e  to this 
p o t e n t i a l  income, s i n c e  the h i g h e s t  a n d  b e s t  a l t e r n a t e  u s e  m i g h t  
w e l l  e i t h e r  (1) p r e c l u d e  the c o n t i n u a n c e  of the e a s e m e n t  or 
p e r m i t  or (2) r e s u l t  in the lessee, r a t h e r  t h a n  t h e  fee owner, 
c o l l e c t i n g  s u c h  e a s e m e n t  or p e r m i t  income.



e s t i m a t e d  the net revenues that m o s t  likely w o u l d  be r e a l i z e d  

from a normal leasing and m a n a g e m e n t  p r o g r a m  as well as the 

p e r i o d  of time an investor wou l d  p e r c e i v e  as n e c e s s a r y  to r e a l i z e  

th o s e  net revenues. J a c k s o n - C r o s s  then d i s c o u n t e d  these 

p r o j e c t e d  net r e v enues to consider the cost of m o n e y  over time 

and the risk of u n c e r t a i n t y  that those p r o j e c t e d  net r e v e n u e s  

would, in fact, be realized.*

U S R A  c l a s s i f i e d  the R a i l r o a d ' s  real est a t e  into "non­

opera t i n g "  and "operating" ba s e d  on current r a i l r o a d  o p e rational 

re q u i r e m e n t s  with reas o n a b l e  es t i m a t e s  for o p e r a t i o n a l  expansion. 

All land p r e s e n t l y  leased to othe r s  was c l a s s i f i e d  as non­

operating, i n c luding lands leased to tenants w h o  are also 

s h i p p e r s  on the railroad.

The r e  is no d e f i n i t i v e  inventory a v a i l a b l e  of e x a c t l y  what 

c o n s t i t u t e s  the p r o p e r t y  of the A l a s k a  Railroad. U S R A  c o m piled 

maps from the R a i l r o a d ' s  r e c o r d s  to c o r r e s p o n d  w i t h  an inventory 

e s t i m a t e  which had been p r e p a r e d  by the D e p a r t m e n t  of 

T r a n s p o r t a t i o n  in 1981. Additional inventory i n f ormation was 

c o n t a i n e d  in the 605(a) Report. However, d e s p i t e  the best 

efforts of all parties involved to a s s e m b l e  w h a t e v e r  inventory 

d a t a  are available, substantial q u e s t i o n s  still remain.

*In practice, the lease a s s u m p t i o n  p r o d u c e s  the same val u e  as an 
a s s u m p t i o n  that the real estate w o u l d  have been sold over a 
p e r i o d  of years, .subject to the exist i n g  leases. This is b e c ause 
the p r i c e s  investor(s) w o u l d  be w i l l i n g -to p a y  a r e  a f u n c t i o n  of 
the rental income that could be earned, taking into c o n s i d e r a t i o n  
both p r e s e n t  rents and p r o j e c t e d  future rent increases.
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M o s t  n o t a b l e  of t h e s e  q u e s t i o n s  is the d e f i n i t i o n  of e x a c t l y  

w h a t  r i g h t s  w i l l  u l t i m a t e l y  be c o n v e y e d  to the S t a t e  of Alaska. 

D e p e n d i n g  on f u t u r e  a d j u d i c a t i o n  or n e g o t i a t i o n ,  t h e r e  are m a n y  

i n s t a n c e s  w h e r e  the S t a t e  m a y  r e c e i v e  l e s s  t h a n  f e e  ti t l e  to 

. p o r t i o n s  of t h e  A l a s k a  R a i l r o a d ' s  real estate, p a r t i c u l a r l y  its 

r i g h t - o f - w a y .  E x h i b i t  1 to t h e  605(a) R e p o r t  s u m m a r i z e s  e x i s t i n g  

c l a i m s  a g a i n s t  the p r o p e r t y .  A c c o r d i n g  to t h a t  exhibit, p r e p a r e d  

by t h e  A n c h o r a g e  o f f i c e  of t h e  B u r e a u  o f  L a n d  M a n a g e m e n t ,  m o r e  

t h a n  half of t h e  A l a s k a  R a i l r o a d ' s  r i g h t - o f - w a y  p a s s e s  t h r o u g h  

lands w h i c h  w e r e  p a t e n t e d  to p r i v a t e  p a r t i e s  o r  to the S t a t e  

w i t h o u t  a s p e c i f i c  r e s e r v a t i o n  for t h e  R a i l r o a d ' s  r i g h t - o f - w a y . *  

In a l i m i t e d . n u m b e r  of areas, m i n i n g  c l a i m s  h a v e  a l s o  been f i l e d  

w h i c h  are n e a r  to or e n c r o a c h  upon the r i g h t - o f - w a y .  Further, in 

o t h e r  locations, A R T A  p r o v i d e s  that t h e  S t a t e  will o n l y  r e c e i v e  

an " e x c l u s i v e  u s e  e a s e m e n t "  to c e r t a i n  p o r t i o n s  of t h e  r i g h t - o f -  

way.

Therefore, in an a l t e r n a t i v e  use sc e n a r i o ,  the R a i l r o a d  w o u l d  

h a v e  no legal i n t e r e s t  to t r a n s f e r  in c o n s i d e r a b l e  p o r t i o n s  of 

its r i g h t - o f - w a y .  A c c o r d i n g l y ,  in d e t e r m i n i n g  the v a l u e  of the 

R a i l r o a d ' s  o p e r a t i n g  real e s t a t e  for a l t e r n a t e  u s e s  af t e r  ten 

years, J a c k s o n - C r o s s  was i n s t r u c t e d  n o t  to i n c l u d e  v a l u e  for any 

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

*Of a total of 619.11 m i l e s  of r i g h t - o f - w a y ,  142.34 m i l e s  have 
b e e n  p a t e n t e d  to i n dividuals; 137.87 m i l e s  h a v e  b e e n  p a t e n t e d  to 
t h e  State; a n d  91.25 m i l e s  h a v e  been t e n t a t i v e l y  a p p r o v e d  for 
p a t e n t  to t h e  S t a t e  upon survey. An a d d i t i o n a l  85.92 m i l e s  h a v e  
b e e n  s e l e c t e d  by the State, a n d  a n o t h e r  1.3 m i l e s  a p p e a r  to h a v e  

* ; • b e e n  p a t e n t e d  to b o t h  p r i v a t e  p a r t i e s  a n d  to t h e  State.
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operations. F u r t h e r , b e c a u s e  clear title e x i sted for very little 

of the right-of-way/ J a c k s o n - C r o s s  was also i n s tructed not to 

co n sider "corridor value" for t h e  A l a s k a  R a i l r o a d ' s  r i g h t - o f - w a y  

in its a l t e r n a t e  u s e  determination..

Additionally, s i g n i f i c a n t  p o r t i o n s  of the right-of-way, as 

well as cert a i n  p a r c e l s  of land a d j a c e n t  to or away from the 

right-of-way, are s u b ject to claims under the A l a s k a  Native 

C l a i m s  S e t t l e m e n t  Act of 1971 (ANCSA) and the 1906 Native 

A l l o t m e n t  Act. T h e s e  claims will not have b e e n  s e t t l e d  pr i o r  to 

the issuance of this report. It is not p o s s i b l e  for U S R A  to know 

the final o u t c o m e  with r e s pect to these parcels. Therefore, as 

f u r t h e r  d i s c u s s e d  in A p p e n d i x  A, U S R A  has a n a l y z e d  the value of 

the s e  p a r cels s e p a r a t e l y  and has e v a luated their impact on the 

R a i l r o a d ' s  fair m a r k e t  value.

J a c k s o n - C r o s s  d e t e r m i n e d  the p r e s e n t  v a l u e  of the Rail r o a d ' s  

n o n - o p e r a t i n g  real est a t e  to be $47.8 million. J a c k s o n - C r o s s  

d e t e r m i n e d  that the p r e s e n t  va l u e  r e s ulting from alt e r n a t e  use of 

the R a i l r o a d ' s  o p e r a t i n g  real est a t e  after a hypothetical 

d i s c o n t i n u a n c e  of rail o p e r a t i o n s  is $7 million.

-------------------------------------------------------- ----------------------------------------------
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The A l a s k a  R a i l r o a d ' s  real estate inventory includes certain 

p a r c e l s  which are subject to claims under the A l a s k a  Native 

C l a i m s  S e t t l e m e n t  Act of 1971 (ANCSA) and the 1906 Native 

A l l o t m e n t  Act. S e c tion 606(b)(1)(A) of A R T A  d i r ects that 

"[dluring the ten m o n t h s  fol l o w i n g  the date of e n a ctment of this 

- Act, . . . the S e c r e t a r y  of the Interior, V i l l a g e  C o r p o r a t i o n s  

wi t h  claims of v a l i d  existing rights, and the Sta t e  shall revi e w  

and m a k e  a good faith effort to sett l e  as m a n y  of the claims as 

p o s s i b l e . "  F a i l i n g  settlement, A R T A  Sect i o n  606(b)(2) further 

d i r e c t s  that the "Secretary of the Interior shall complete the 

final a d m i n i s t r a t i v e  a d j u d i c a t i o n  required under this s u b s e c t i o n  

not later than three years af t e r  the date of enactment of this 

Act."

Ac c o r d i n g  to data furnished by the A l a s k a  R a i l r o a d  and the 

A n c h o r a g e  O f f i c e  of the Bur e a u  of Land Management, Native claims 

ha v e  been filed for the following ten parcels.

G R A V E L  R O C K  
L O C A T I O N  ACR E S  R E S E R V E  R E S E R V E

A P P E N D I X  A

N A T I V E  C L A I M  S E L E C T I O N  A N A L Y S I S

E A G L E  R I V E R 1596 Yes No
B I R C H W O O D 978 Yes No
E K L U T N A 605 Yes Yes
M A T A N U S K A 238 No No
P I T T M A N 140 Yes No
-BROAD PASS 561 Yes No
HEALY 123 • No No
N E N A N A 231 No No
HOLY CR O S S 60 No No
MOO S E  C R E E K 89 No No



N o  n e g o t i a t e d  s e t t l e m e n t s  h a v e  been reached, a n d  the u l t i m a t e  

d i s p o s i t i o n  of th e s e  p a r c e l s  c a n n o t  be k n o w n  at t h i s  time. 

However, d e s p i t e  t h e s e  u n r e s o l v e d  issues a f f e c t i n g  t h e  b a s i c  

i n v e n t o r y  to b e  valued, A R T A  d i r e c t s  that U S R A  r e p o r t  o n e  n u m b e r  

r e p r e s e n t i n g  the R a i l r o a d ' s  f a i r  m a r k e t  value.

At t h i s  time, t h e r e  a r e  c o n s i d e r a b l e  u n c e r t a i n t i e s  as to 

w h e t h e r  a n y  of t h e s e  p a r c e l s  w i l l  u l t i m a t e l y  be c o n v e y e d  to the 

State. T h e  p o s s i b i l i t i e s  r a n g e  f r o m  c o n v e y a n c e  of all o r  a 

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

u p w a r d  a d j u s t m e n t  to v a l u e  of as m u c h  as $ 3 . 2  m i l l i o n , *  to 

c o n v e y a n c e  of o n l y  o p e r a t i n g  real e s t a t e  and the loss of a c c e s s  

to c u r r e n t l y  u s e d  rock and gra v e l  reserves, in w h i c h  c a s e  a 

r e d u c t i o n  in v a l u e  a p p r o x i m a t i n g  $1.8 m i l l i o n * *  w o u l d  be 

a p p r o p r i a t e .  If the s t a t u s  q u o  w a s  m a i n t a i n e d  —  t h a t  is, if the 

R a i l r o a d  w a s  c o n v e y e d  lands u n d e r l y i n g  r i g h t s - o f - w a y  and 

f a c i l i t i e s  and the c o n t i n u e d  r i g h t  to w i t h d r a w  r o c k  a n d  g r a v e l  as 

n e e d e d  f r o m  c u r r e n t l y  u t i l i z e d  r e s e r v e s  —  no a d j u s t m e n t  to v a l u e  

w o u l d  be a p p r o p r i a t e .  Moreover, s o m e  p a r c e l s  m a y  be c o n v e y e d

* J a c k s o n - C r o s s  e s t i m a t e d  the fair m a r k e t  v a l u e  of the R a i l r o a d ' s  
total real e s t a t e  i n v e n t o r y  w i t h  a n d  w i t h o u t  t h e  p a r c e l s  s u b j e c t  
to N a t i v e  c l a i m  selection. F r o m  t h i s  analysis, U S R A  d e t e r m i n e d  
t h a t  the R a i l r o a d ' s  f a i r  m a r k e t  v a l u e  w o u l d  be i n c r e a s e d  by 
$ 3 . 2  m i l l i o n  if all p a r c e l s  s u b j e c t  to N a t i v e  c l a i m  s e l e c t i o n  
w e r e  c o n v e y e d  to the State. T h i s  e s t i m a t e  a s s u m e s  all the 
p r e v i o u s l y  d e s c r i b e d  A R T A  t e r m s  and conditions.

* * U S R A  a l s o  c o n s i d e r e d  the imp a c t  o n  v a l u e  if the R a i l r o a d  w e r e  
to lose all of its p r e s e n t  r i g h t s  to w i t h d r a w  grav e l  or rock from 
t h e s e  parcels. W h i l e  p r e c i s e  e s t i m a t e s  a r e  not a v a i l a b l e ,  
.increased c o s t s  for u s i n g  a l t e r n a t e  s o u r c e s  of r o c k  a n d  gravel 
w o u l d  r e d u c e  t h e  R a i l r o a d ' s  f a i r  m a r k e t  v a l u e  by a b o u t  
$1.8 million.
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o n l y  if, in s u b s e q u e n t  negotiations, the S t a t e  a g r e e s  to excha n g e  

other S t a t e  lands for such parcels.

In light of this bro a d  s p e c t r u m  of unkn o w n  and v i r t u a l l y  

u n p r e d i c t a b l e  fut u r e  events, U S R A  can find no b a s i s  for a s s uming 

that a p r u d e n t  investor wo u l d  pay for the s p e c u l a t i v e  p o s s i b i l i t y  

that s i g n i f i c a n t  p o r t i o n s  of the N a t i v e  claim p a r c e l s  w o u l d  be 

co n veyed in the future. Therefore, we consi d e r  that it is 

inappro p r i a t e  for our fair mar k e t  v a l u e  d e t e r m i n a t i o n  to include 

any amount a s c ribed to these parcels. We feel that this 

con c l u s i o n  is a-fa i r  ba l a n c i n g  of both the d o w n s i d e  risk that the 

R a i l r o a d  might lose access to the gravel and rock r e s e r v e s  and 

the u p s i d e  p o s s i b i l i t y  that at least some of the s e  p a r c e l s  beyond 

those d i r e c t l y  u t i l i z e d  in support of current rail o p e r a t i o n s  

m i g h t  ult i m a t e l y  be conveyed to the R a i l r o a d  in fee.

.

I
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R e f e r r e d :  F i n a n c e

O r i g i n a l  s p o n s o r s :  H a y e s ,  R i n g s t a d ,

S h u l t z ,  e t  a l

9

1 IN THE HOUSE BY THE TRANSPORTATION COMMITTEE

2 CS FOR HOUSE BILL NO. 512 (Transportation)

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 THIRTEENTH LEGISLATURE - SECOND SESSION

5 A BILL

6 For an Act entitled: "An Act establishing the Alaska Railroad Corporation

7 to manage and operate the Alaska Railroad; and pro-

8 viding for an effective date."

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

10 * Section 1. LEGISLATIVE FINDINGS AND PURPOSE. (a) The legislature

11 finds that

12 (1) it is the policy of the state to

13 (A) provide safe, economical, and efficient transportation

14 to residents, businesses, visitors, and military installations in the

15 state;

16 (B) foster and promote the long-term economic growth and

17 development of the state;

18 (C) develop and implement plans for a transportation net-

19 work;

20 (D) foster and promote the development of the state's land

21 and natural resources;

22 (2) the Alaska Railroad is an essential part of the state trans-

23 pcrtation network that may, unless preserved by state action, cease to be a

24 transportation option in Alaska;

25 (3) the federal government has offered to the state the option

26 of taking over the Alaska Railroad to ensure its continued existence;

27 (4) it is in the state's best interest to accept the railroad

28 under the terms and conditions offered by the United States government; and

29 (5) there is vast potential in Alaska's natural resource areas
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1 and extension of the Alaska Railroad into natural resource areas is neces-

2 sary for long-term economic growth.

3 (b) It is the purpose of this Act to

4 (1) create a viable economic entity with the powers and duties

5 necessary to operate and manage the Alaska Railroad pending eventual trans-

6 fer of the railroad to the private sector for its ownership or operation or

7 both consistent with 45 U.S.C. 1201 - 1214 (Alaska Railroad Transfer Act of

8 1982);

9 (2) provide for the level of service that best satisfies the

10 needs of the people of the state;

11 (3) create a public corporation with the powers, duties, and

12 functions needed to operate the Alaska Railroad and manage its rail, indus-

13 trial, port and other properties in the best interest of the people of the

14 state by ensuring that the corporation will

15 (A) be exclusively responsible for the management of the

16 financial and legal obligations of the Alaska Railroad rather than the

17 state;

18 (B) operate the railroad as a common carrier subject to the

19 jurisdiction of the United States Interstate Commerce Commission

20 consistent with 45 U.S.C. 1207;

21 (C) have the ability to raise capital by issuing obliga-

22 tions exempt from federal and state taxation;

23 (D) generally carry out its responsibilities on a self-

24 sustaining basis;

25 (E) provide the best possible combination of types and

26 levels of safe, efficient, and economical transportation to meet the

27 overall needs of the state, supported when necessary by state invest-

28 meat;

29 (F) prcvide for the prudent operation of the railroad

C S H B  5 1 2 ( T r s p )  - 2 -



(4) ensure that borrowing by the corporation does not directly 

indirectly endanger the state's own borrowing capacity.

* Sec. 2. AS 42 is amended by adding a new chapter to read:

CHAPTER 40. ALASKA RAILROAD CORPORATION.

ARTICLE 1. ESTABLISHMENT AND ORGANIZATION.

Sec. 42.40.010. ESTABLISHMENT OF THE CORPORATION. There is 

established the Alaska Railroad Corporation. The corporation is a 

public corporation and is an instrumentality of the state within the 

Department of Commerce and Economic Development. The corporation has 

a legal existence independent of and separate from the state. The

exercise by the corporation of the powers provided in this chapter is

considered an essential government function of the state.

Sec. 42.40.020. BOARD OF DIRECTORS. (a) The powers of the 

corporation are vested in the board of directors. The board consists 

of the commissioner of commerce and economic development, the chief 

executive officer of the corporation, and seven members appointed by

the governor. At least five of the seven appointed members must be 

registered voters in the state. No more than two appointed members 

may be from any one of the four judicial districts in the state. The 

appointed members must have substantial experience or professional 

training and expertise in fields relevant to the purposes of this 

chapter, including transportation, business, and finance. Except for

the commissioner, the chief executive officer, and the member ap­

pointed under (d) of this section, a member may not be a state officer 

or employee.

(b) One member of the board may be a person who has at least 10

years of experience in railroad management.

(c) One member of the board may be or have been an executive

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 ;
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official of a United States railroad that is not now and never was a 

connecting carrier of the Alaska Railroad.
r _ '

(d) One member shall be an employee who is a member of a bar­

gaining unit representing employees of the corporation.

(e) Except for the commissioner of commerce and economic devel­

opment and the chief executive officer of the corporation, the members 

of the board shall be confirmed by a majority of the members of each 

house of the legislature in joint session. A member appointed by the 

governor has the full powers and responsibilities of a confirmed board 

member until the member is rejected by the legislature.

Sec. 42.40.030. TERM OF OFFICE. Except for the commissioner of

commerce and economic development and the chief executive officer of

the corporation, members of the board serve for staggered terms of

five years' each at the pleasure of the governor.

Seo. 42.40.040. VACANCIES. (a) Except for the commissioner of

commerce and economic development and the chief executive officer, a 

vacancy on the board is filled by appointment by the governor, and the 

appointment must be confirmed by the members of each house of the

legislature in joint session. A member appointed to fill a vacancy

holds office for the balance of the term for which the member's prede­

cessor was appointed.

(b) A vacancy on the board does not impair the authority of a 

quorum of members to exercise the powers and perform the duties of the 

board.

(c) A member of the board whose term has expired shall serve 

until a successor has been appointed.

Sec. 42.40.050. COMPENSATION AND EXPENSES. (a) An appointed 

member of the board is entitled to compensation at a rate of $400 for 

each day the member is engaged in the actual performance of duties as

CSHB 512(Trsp) -4-



1 a member of the board. The board may provide by rule for compensation

2 for partial days during which an appointed member is engaged in actual

3 performance of duties as a member of the board.

4 (b) In addition to compensation under (a) of this section, an

5 appointed member of the board is entitled to per diem and travel

6 expenses authorized by law for state boards and commissions.

7 Sec. 42.40.060. BOARD OFFICERS. (a) The board shall elect from

8 its membership a chairman and vice-chairman and prescribe their duties

9 by rule.

10 (b) The board shall appoint a secretary and prescribe the duties

11 of the secretary.

12 ARTICLE 2. MANAGEMENT.

13 Sec. 42.40.100. MANAGEMENT BY THE BOARD. The board is responsi-

14 ble for the management of the corporation but shall delegate certain

15 powers and duties to the chief executive officer in accordance with

16 AS 42.40.120. In managing the corporation the board shall

17 (1) be responsible for the management of the financial and

18 legal obligations of the Alaska Railroad;

19 (2) operate the Alaska Railroad as a common carrier subject

20 to the jurisdiction of the United States Interstate Commerce Commis-

21 sion consistent with 45 U.S.C. 1207;

22 (3) generally manage the corporation on a self-sustaining

23 basis;

24 (4) provide for safe, efficient, and economical transporta-

25 tion to meet the overall needs of the state;

26 (5) raise needed capital by issuing obligations of the

27 corporation while ensuring that borrowing by the corporation does not

28 directly or indirectly endanger the state's own borrowing capacity;

29 (6) review state and other land disposal proposals to aid

- 5 -  C S H B  5 1 2 ( T r s p )
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1 in planning for future development or expansion of transportation ser-

2 vices;

3 (7) ensure that the accounting and procurement procedures

4 of the corporation meet accepted railroad industry standards.

5 Sec. 42.40.110. EXECUTIVE OFFICERS. (a) The board shall ap-

6 point the chief executive officer of the corporation who serves at the

7 pleasure of the board. The board shall fix compensation for the chief

8 executive officer.

9 (b) The chief executive officer of the corporation shall appoint

10 and fix the compensation for other executive officers. The appcLnt-

11 ment of other executive officers and their compensation are subject to

12 board approval.

13 Sec. 42.40.120. DELEGATION. (a) The board shall by rule dele-

14 gate to the chief executive officer powers and duties necessary or

15 appropriate for the management of the daily affairs and operations of

16 the corporation.

17 (b) Within 60 days after its first meeting, the board shall by

18 rule delegate the following powers and duties of the corporation to

19 the chief executive officer or other executive officers designated by

20 the board:

21 (1) leasing, granting easements in, issuing permits for the

22 use of, or conveying other interests in property;

23 (2) establishing specific rates, tariffs, divisions, and

24 contract rate agreements;

25 (3) making routine changes in service levels;

26 (4) establishing procurement and accounting procedures for

27 the corporation; and

28 (5) performing procurement activities.

29 (c) The board may by rule require the exercise of a power or

C S H B  5 1 2 ( T r s p ) - 6 -



1 duty delegated under (a) or (b) of this section to be subject to board

2 approval. Specific board approval is required for the following:

3 (1) except for executing a release of a mortgage or other

4 lien after payment is received, conveying the corporation's entire

5 interest in land;

<6 (2) issuing notes, debentures, and bonds;

7 (3) mortgaging or pledging corporation assets;

8 (4) donating property or other assets belonging to the

'9 corporation;

10 (5) acting as a surety or guarantor;

11 (6) adopting a long-range program or capital improvement

12 plan;

13 (7) certifying annual reports;

14 (8) effecting generally applicable increases and decreases

15 in rates other than those periodically approved by the United States

16 Interstate Commerce Commission;

17 (9) diversifying, expanding, or reducing services provided

18 on the date of transfer;

19 (10) expanding the main or branch rail lines, other than

20 performing routine track alignment as necessary to maintain service

21 levels in effect on the date of transfer;

22 (11) selecting independent auditors and accountants;

I 23 (12) exercising the power of eminent domain;

24 (13) entering in**o collective bargaining agreements;

25 (14) adopting annual budgets; and

26 (15) beginning capital projects with an estimated completion

27 cost of more than $500,000 or an estimated completion time of more

28 than one year.

29 ARTICLE 3. ADMINISTRATIVE PROVISIONS.
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1 Sec. 42.40.150. MEETINGS OF THE BOARD. ■ (&) The chairman of the
• .) ■ ■ ‘' - _ . _ . . . .  .. ■ J* •

2 board shall call meetings of the board at least once every three
' - ,

3 months and may call other meetings of .the board as necessary. The

4 chairman shall preside at meetings.

5 (b) Except for executive sessions, the meetings of the board are

6 public. The Jjoard shall provide by rule for a method of providing

7 notice to the public of its meetings.

8 (c) The board shall keep minutes of each meeting and shall send

9 a certified copy of the public portion of each meeting to the governor

10 and the legislature.

11 Sec. 42.40.160. QUORUM AND VOTING. (a) Five members of the

12 board constitutes a quorum for the transaction of business.

13 (b) Five affirmative votes are required for board action. The

14 board shall provide by rule for the manner of voting, except that the

15 board may not provide for voting by proxy. The rules may provide for

16 voting and conferring by telecommunication devices.

17 Sec. 42.40.170. EXECUTIVE SESSIONS. The board may consider in

18 an executive session matters that pertain to personnel, the corpora-

19 tion's legal position, land acquisition or disposal, or proprietary or

20 other information of a type treated as confidential under the stan-

21 dards and practices of the United States Interstate Commerce Commis-

22 sion, including practices that protect information associated with

23 specific shippers, divisions, and contiact rate agreements.

24 Sec, 42.40.180. RULES. (a) The board may adopt rules
4

25 (1) governing the business of the corporation; and
l * '

26 (2) designed to safeguard property owned, managed, or

27 transported by the corporation and to protect employees and persons

28 using the corporation's property or services.

29 (b) Within 90 days after its first meeting, the board shall i
CSHB 512(Trsp) - 8 -



establish a procedure for adopting, amending, and repealing rules to 

carry out the functions and the purposes of this chapter. The proce­

dures shall provide for advance public notice and opportunity for 

public comment on proposed rules or changes to rules that, in the 

determination of the board, viill have a substantial impact on the 

public or be used in the corporation's dealings with a significant 

segment of the public.

(c) The board shall establish a procedure for the adoption, 

amendment, or repeal of a rule on an emergency basis when essential 

for the orderly operation of the corporation's facilities or programs.

Sec. 42.40.190. PREVIOUSLY ADOPTED RULES AND ORDERS. The board 

may provide by resolution that rules and orders in effect on the date 

of transfer that are not inconsistent with this chapter or other state 

law remain in effect until amended or repealed by the board. The 

board may adopt the substance of former federal rules or orders relat­

ing to the Alaska Railroad and this may not be considered a continua­

tion of the federal rules or orders if adopted by the board in accor­

dance with procedural requirements of this chapter or other law.

Sec. 42.40.200. PUBLIC DISCLOSURE OF INFORMATION. (a) Except 

as provided under (b) of this section, information in the possession 

of the corporation is public and is open to public inspection at 

reasonable times.

(b) The corporation may by rule designate as confidential and 

withhold public disclosure of matters of a nonpublic, privileged, or 

proprietary nature. Those matters include personnel records, communi­

cations with and work product of legal counsel, and. consistent with 

the standards and practices of the United States Interstate Commerce 

Commission for the protection of these matters, other information 

including proprietary information associated with specific shippers,

- 9  C S H B  5 1 2 ( T r s p )
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1 divisions and contract rate agreements.

2 Sec. 42.40.210. CONFLICTS OF INTEREST. (a) Except as provided

3 in this section, a board member or executive officer of the corpora-

4 tion may not participate in a decision of the corporation in which

5 that person or a member of that person's immediate family has a direct

6 or indirect financial interest unless the financial interest is a

7 remote financial interest and participation is approved under (b) of

8 this section.

9 (b) A board member or executive officer may participate in a

10 decision if that person or a member of that person's immediate family

11 has only a remote interest, the fact and extent of the interest is

12 disclosed to the board in a public meeting and is noted in the minutes

13 of the board before any participation by the member or in the deci-

14 sion, and thereafter in a public meeting the board by vote authorizes

15 or approves the participation. If the person whose participation is

16 under consideration is a board member, that person may not vote under

17 this subsection. For purposes of this subsection, "remote interest"

18 means an interest that in good faith is defined as remote by rules

19 adopted by the corporation.

20 (c) A board member or executive officer is not considered to be

21 financially interested in a decision when the decision could not

22 affect that person in a manner different from its effect on the public

23 or community.

24 (d) Within 120 days of the first meeting of the board, the board

25 shall adopt and may subsequently amend rules implementing this sec-

26 tion, providing additional conflict of interest and ethical rules it
. . .  . . 4>; .. I

27 considers appropriate, and providing for the removal by the board of a

28 board member or executive officer who intentionally violates a prohi-

29 bition contained in this section.

C S H B  5 1 2 ( T r s p ) -10-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

2 1

2 2

23

24

25

26

27

28

29

includes all discussions, deliberations, preliminary negotiations, and 

votes concerning a matter that is the subject of formal action by the 

board.

ARTICLE 4. POWERS AND DUTIES,

Sec. 42.40.250. GENERiL POWERS. In addition to the exer.ise of 

other powers authorized by law, the corporation may

(1) adopt a seal;

(2) adopt bylaws governing the business of the corporation;

(3) sue and be sued;

(4) appoint trustees and agents of the corporation and

prescribe their powers and duties;

(5) hire legal counsel to represent the corporation;

(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, personal property, rights, rights-of-way, franchises, 

easements, and other interest in land, and acquire by appropriation

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

erty in the name of the corporation;

(8) hold, maintain, use, operate, lease, exchange, donate, 

improve, convey, alienate, dispose of, mortgage, encumber, and other­

wise grant security interests in or transfer land or personal prop­

erty, subject to other provisions of this chapter;

(9) contract with and accept transfers, gifts, grants or 

loans of funds or property from the United States and the state or its 

political subdivisions, subject to other provisions of federal or 

state law or municipal ordinances;

( e )  F o r  p u r p o s e s  o f  t h i s  s e c t i o n  " p a r t i c i p a t e  i n  a  d e c i s i o n "
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(10) undertake and provide for the management, operation, 

maintenance, use, and control of all of the property of the corpo- 

’ ation, including tracks, equipment and other property transferred to 

the corporation by the federal government or any person;

(11) recommend to the legislature and the governor any tax, 

financing, or financial arrangement the corporation considers appro­

priate to carry out the duties under this chapter;

(12) maintain offices and facilities at places it desig­

nates ;

(13) apply to the state, the United States, and foreign 

countries or other proper agencies for the permits, licenses, or 

approvals necessary to construct, maintain, and operate railroad 

transportation services, and obtain, hold, and reuse the licenses and 

permits in the same manner as other railroad operators;

(14) prescribe rates to be charged for services provided by 

the Alaska Railroad consistent with 45 U.S.C. 1201 - 1214 (Alaska 

Railroad Transfer Act of 1982);

(15) determine the routes, schedules, and types of service 

to be provided by the Alaska Railroad;

(16) enter into contracts, leases, and other agreements 

with connecting carriers, shippers, and other persons concerning the 

services, activities, operations, property, and facilities of the 

railroad, including agreements that contain provisions to preserve and 

expand the railroad's traffic base;

(17) plan for and undertake expansion of the railroad and 

railroad activities, including extension of the rail system, and 

contract with other modes of transportation service connecting to the 

rail system;

(18) hire and discharge railroad personnel and determine 
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benefits and other terms of employment, in accordance with 45 U.S.C. 

1201 - 1214 'Alaska Railroad Transfer Act of 1982);

(19) assume and satisfy liabilities of the United States in 

accordance with 45 U.S.C. 1201 - 1214 (Alaska Railroad Transfer Act of 

1982);

(20) maintain or provide for a security force to enforce

state ltw and the corporation's rules with respect to violations that 

occur on or to property owned, managed or transported by the corpo­

ration;

(21) issue its bonds or notes and provide for and secure

their payment, provide for the rights of their holders and hold or 

dispose of them;

(22) purchase the corporation's bonds at a price not more 

than the principal amount of them plus interest;

(23) cancel bonds of the corporation purchased by the corpo­

ration;

(24) secure the payment of its obligations by pledge, mort­

gage, or other lien on its contracts, revenues, income, or property;

(25) consent to the modification of the rate of interest,

time of payment of an installment of principal or interest, or other 

term of a loan, contract, or agreement to which the corporation is a 

party;

(26) borrow money, including the amounts necessary to estab­

lish reasonable reserves, and pay financing charges and interest on 

the obligations for a reasonable period after which the corporation 

estimates other money will be availab.le to pay the interest, consul­

tant, advisory, and legal fees, and other expenses necessary or inci­

dent to borrowing;

(27) include in any borrowing the amounts necessary to
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establish reasonable reserves and pay financing charges and interest 

on the obligations for a reasonable period after which the corporation 

estimates funds will be otherwise available to pay the interest, 

consultant, advisory, and legal fees, and other expenses necessary or 

incident to borrowing;

(28) acquire, hold, and dispose of stocks, memberships, 

contracts, bonds, general or limited partnership interests or other 

interests in another corporation, association, partnership, joint 

venture, or other legal entity, and exercise the powers or rights in 

connection with these interests that are provided in contracts or 

agreements and that are allowed by law concerning the satisfaction of 

debts;

(29) undertake and provide for the acquisition, construc­

tion, maintenance, equipping, and operation of connecting, switching, 

terminal, or other railroads and railroad facilities in the state;

(30) do all things necessary or desirable to carry out the 

powers and duties of the corporation granted or necessarily implied in 

this chapter or other laws of the state or the laws or regulations of 

the federal government.

Sec. 42.40.260. ANNUAL REPORT. Within 90 days following the end

of the fiscal year of the Alaska Railroad the board shall direct

preparation of, certify and distribute to the governor and to the 

legislature a report describing the operations and financial condition 

of the corporation during the preceding fiscal year. The report may 

include suggestions for legislation relating to the structure, powers

or duties of the corporation or to operation facilities of the corpo­

ration. The report shall itemize the cost of providing each category 

of service offered by the railroad and the income generated by each 

category.

C S H B  5 1 2 ( T r s p )  - 1 4 -



Sec. 42.40.270. AUDITS. (a) The board shall have the financial 

records of the corporation audited annually by an independent cer­

tified public accountant experienced in railroad accounting. The 

board shall have an annual performance audit conducted by a qualified 

professional performance auditing firm to assure that the railroad is 

being managed and operated effectively and efficiently in accordance 

with the requirements of this chapter.

(b) The corporation shall make all of its financial records 

available to an auditor appointed by the governor and to the legisla­

tive audit division for examination. Disclosure to the public by the 

auditor or legislative audit division of this information is subject 

to AS 42.40.200 and rules implementing that section.

Sec. 42.40.280. STATE OVERSIGHT REPORTS. (a) The board shall 

provide a state oversight report to the governor and the legislature 

before undertaking

(1) expansion, reduction, or diversification of services 

provided by the railroad upon the date of transfer or as provided 

under this chapter that the board determines would represent a signif­

icant and permanent change in the level and nature of services pro­

vided;

(2) extension of the main or bianch lines by more than 25 

miles or five percent of the railroad's total track mileage, whichever 

is greater; or

(3) the issuance of securities, notes, bonds or contracts 

with a term in excess of one year and in an amount exceeding 

$5,000,000;

(4) an application for an appropriation to be used for 

providing any service that is not self-sustaining.

(b) The report under (a) of this section shall be in writing,
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1 describe the proposed undertaking in detail, and specify

2 (1) its financial impact on the corporation;

3 (2) its impact on the level and nature of services provided

4 by the corporation;

5 (3) the reasons the action is necessary or desirable to

6 achieve the purposes of this chapter; and

7 (4) whether and when the undertaking is expected to be

8 self-sustaining financially.

9 Sec. 42.40.290. LONG RANGE PROGRAM AND CAPITAL IMPROVEMENT

10 PLANS. (a) The corporation shall prepare and the board shall adopt a

11 long range program plan and a capital improvement plan. The board

12 shall consult with affected state agencies in preparing the plans.

13 The long range program plan shall explain the manner in which the

14 corporation intends to accomplish the purposes of this chapter during

15 each of the five years after the plan is adopted. it'e capital im-

16 provement plan shall present and explain the corporation’s anticipated

17 capital improvements for each of the five years after the plan i3

18 adopted and shall reflect efforts to upgrade the railroad and develop

19 safer, more cost-effective rail operations.

20 (b) The board shall annually review and update the long range

21 program and capital improvement plans. The board shall provide copies

22 of the updated plans to the governor and the legislature by December 1

23 of each year.

24 Sec. 42.40.300. USE OF CORPORATION ASSETS. The corporation

25 shall apply all money, property, other assets, and credit of the

26 corporation toward activities authorized by this chapter. The corpo-

27 ration may not issue shares of stock, pay dividends, make private

28 distributions of assets, make loans to board members or employees, or

29 engage in business for private benefit. The use of money, property,
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other assets, or credit of the corporation for a purpose not author­

ized by law by a person having the possession or control of it is 

prohibited.

Sec. 42.40.310. INDEMNIFICATION. (a) The corporation may

defend and indemnify a current or former member of the board, em­

ployee, or agent of the corporation against all costs, expenses, judg­

ments, and liabilities, including attorney's fees, incurred by or 

imposed upon that person in connection with a civil or criminal action 

in which the person is involved by affiliation with the corporation, 

if the person acted in good faith on behalf of the corporation and 

within the scope of official duties or powers.

(b) The corporation may purchase insurance to protect and hold 

personally harmless its employees, agents, and board members from an 

action, claim, or proceeding arising out of the performance, purported 

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

or employment with, the corporation and to hold them harmless from 

expenses connected with the defense, settlement, or monetary judgments 

from that action, claim, or proceeding. The purchase of insurance is 

discretionary with the board and insurance is not considered to be 

compensation to the insured person.

ARTICLE 5. CORPORATION PROPERTY.

Sec. 42.40.350. LAND. (a) All land transferred under 45 U.S.C. 

1201 - 1214 (Alaska Railroad Transfer Act of 1982) or otherwise ac­

quired by the corporation is under the control of the corporation. 

All land that is transferred or acquired by the corporation is des­

ignated as follows:

(1) railroad rights-of-way or easements are railroad util­

ity corridors;

(2) land other than railroad rights-of-way or easements is
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(b) Railroad utility corridors shall be of a width at least 100 

feet on both sides of the centerline of the extended main or branch 

line, pr may be of lesser width if the adjoining land is not rail 

land, and njay be surveyed by the metes and bounds method. The corpo­

ration may not convey laud within a utility corridor. Except as 

provided in AS 42.40.420, the corporation may lease, grant easements 

or permits, or otherwise authorize use of portions of a utility corri­

dor for transportation, communication, and transmission purposes and 

support functions associated with those purposes if the use does r.ot 

restrict other parallel uses of the utility corridor.

(c) The corporation may convey, lease, grant easements or per­

mits, or otherwise authorize use of portions of rail land. However, 

sale of rail land is subject to approval by the legislature.

Sec. 42.40.360* REQUEST FOR LANQ. (a) The board may nominate 

federal land for railroad purposes and request the commissioner of 

natural resources to select the land for the stai.e through the federal 

land selection process.

(b) The board may identify and request the commissioner of 

natural resources to convey land necessary or useful for present or 

future railroad purposes owned by or tentatively approved for transfer 

to the state, including land not adjacent to a railroad utility corri­

dor. The request must include a statement of and justification for 

the present or future railroad use. Upon receipt of a request, the 

commissioner shall temporarily reserve the land identified in the 

request for railroad purposes and delay disposal or lease of that land 

under other laws t° a party other than the corporation. The temporary 

reservation of land is subject to valid existing rights and remains in 

effect for 180 days.
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1 Sec. 42.40.370. CONVEYANCE OF LAND. (a) Within 90 days after

2 receiving a request under AS 42.40.350(b) the commissioner of natural

3 resource: shall by written decision

4 (1) designate the identified 1 \nd for railroad purposes

5 and, subject to valid existing rights, convey the state’s interests in

6 the land to the corporation;

7 (2) notify the corporation of reasons for refusal to desig-

8 nate the identified land for railroad purposes; or

9 (3) approve in part and deny in part the request for desig-

10 nation of the identified land and convey as appropriate.

11 (b) in the absence of a reservation to the contrary, a convey-

12 ance of land under this section vests in the corporation ownership,

13 control of the surface and subsurface, and the exclusive right to

14 extract or use timber and other construction materials, sand, gravel,

15 rock, and the right to tunnel, ditch, recontour, excavate, or other-

16 wise use the land for railroad, transportation, transmission, or

17 communication services without regard to the classification of the

18 resources as part of the -■ rface or subsurface estate.

19 (c) The corporation may reconvey to the state land received

20 under this section or und“r 4o U.S.C. 1201 - 1214 (Alaska Railroad

21 Transfer Act of 1982) that the corporation and the commissioner of

22 natural resources jointly identify as unnecessary or unsuitable for

23 the corporation's purposes.

24 Sec. 42.40.380. USE OF STATE LAND. When physical conditions

25 require that track or other right-of-way fixtures of the corporation

26 be moved from the existing location and relocated on state land adja-

27 cent to or in the vicinity of the existing right-of-way and the chief

28 executive officer determines that relocation is necessary to maintain

29 safe and adequate rail operations, the corporation may effect the
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1 relocation with the concurrence of the Department of Natural Re-

2 sojfjrcas. The relocation must affect cnly the amount of state land 
" . . . . .

3 necessary to adequately restore or continue safe rail operations at a

4 normal level.

5 S]?p. 42.40.391). EMINENT DOMAIN. (a) The corporation may exer-

6 cise the power of eminent domain under AS 09.15.240 - 09.55.460 to

7 acquire land for railroad purposes consistent with this chapter. The

8 corporation may acquire a fee simple title whenever, in the judgment

9 of ‘ board, ownership of a fee simple title is necessary to carry

10 owt tqe purposes of this chapter.

11 (b) The corporation may file a declaration of taking in the

12 manner provided for the state under AS 09.55.420.

13 (c) The power of eminent domain conferred under this section

14 inclu4es the power to obtain clay, gravel, sand, timber, rock, or

15 other material for railroad qse, the land necessary to obtain the

16 material, apd access to the land and material>

17 Sec. 4 2 .4 O.4 OO. VACATIQN OF LAND. The corporation may vacate

18 land acquired for railroad purposes by executing and filing a deed in

19 the appropriate recording district. Upon filing the deed the state

20 shall acquire title to the land.

21 Sec. 4 2 .4 O.4 iO. FEDERAL LAND. The corporation may submit appli-

22 cations on its own behalf as an instrumentality of the state for

23 acquisition of federal land available under federal law that will

2 4  enhance the operations of ttye corporation. The corporation may re-

25 ceive in its own name conveyances of all interests in federal land.

26 Sec. 4 2 .4 Q.4 2 O. fJUNICIPAL RIGHTS-OF-WAY. Upon request of a

27 municipality the corporation may grant to the municipality a right-

28 of-way in a railroad utility corridor or in rail land to be used for a

29 pedestrian welRw^y or trail. Before granting a right-of-way unde
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this section the board shall require the municipality to execute an 

agreement in a form approved by the board to

(1) hold the corporation harmless and indemnify the corpo­

ration for any use made of the right-of-way includi:; ;

(A) defending the corporation in a cause of action 

brought against the corporation as a result of the use, and

(B) indemnifying the corporation for the amount of a 

judgment rendered against the corporation including prejudgment 

interest, costs, and attorney’s fees; and

(2) vacate the right-of-way upon request of the corporation 

if the right-of-way interferes with expansion or replacement of rail­

road facilities.

Sec. 42.40.430. ACQUISITION OF GOVERNMENT PROPERTY. The corpor­

ation, as an instrumentality of the state, may acquire in its own name 

from the Unite;' States under 50 App U.S.C. 1622 et seq. (Surplus 

Property Act of 1944), 40 U.S.C. 471 et seq. (Federal Property and 

Administrative Services Act of 1949), or other law, property under the 

control of a federal department or agency that is useful for the 

corporation's purposes. The corporation may acquire from the Depart­

ment of Administration property of the state made available under 

AS 44.71.010 - 44.71.040.

Sec. 42.40.440. USE OF PESTICIDES AND HERBICIDES. Vegetation 

control involving the use of pesticides or herbicides on land owned or 

managed by the corporation may be conducted only in compliance with 

state requirements applicable to other state pesticide or herbicide 

use.

ARTICLE 6. FINANCIAL PROVISIONS.

Sec. 42.40.500. LIMITATION OF LIABILITY. A liability incurred 

by the corporation shall be satisfied exclusively from the assets or
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1 revenue of the corporation and no creditor or other person has a right

2  of action against the state becauss of a debt, obligation, or liabil-

3 ity of the corporation.

4 Sec. 42.40.510. FIDELITY BOND. The corporation shall obtain a

5 fidelity bond in an amount determined by the board for board members

6 and each officer of the corporation responsible for accounts and

7 finances. A bond must be in effect during the entire tenure in office

8 of the bonded person.

9 Sec. 42.40.520. INSURANCE. The corporation shall keep in force

1 0  public liability insurance in an amount reasonably calculated to cover

1 1  potential claims against the corporation or state for bodily injury,

1 2  death or disability and property damage that may arise from or be

13 related to corporation operations and activities.

14 Sec. 42.40.530. REVENUE. Revenue generated by or appropriated

15 to the corporation shall be retained and managed by the corporation

16 for railroad and related purposes in accordance with 45 U.S.C. 1207-

17 (a)(5) (Alaska Railroad Transfer Act of 1982).

18 Sec. 42.40.540. APPROPRIATIONS. The corporation may request,

19 with the concurrence of the governor, a direct appropriation or grant

2 0  from the legislature to assist in carrying out the provisions of this

2 1  chapter.

22 ARTICLE 7. BONDS AND NOTES.

23 Sec. 42.40.600. GENERAL PROVISIONS. (a) The corporation by

24 resolution may issue bonds and notes to provide money to carry out its

25 purposes.

26 (b) Bonds and notes may be issued in one or more series and

27 shall, as provided by the resolution of the board,

28 (1 ) be dated;

29 (2) bear interest at a required rate or rates per year or
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(3) be in a required denomination;

(4) be in a coupon or registered form;

(5) carry conversion or registration provisions;

w i t h i n  a  m a x i m u m  r a t e ;

(6 ) have a required rank or priority;

(7) be executed in the required manner and form;

(8 ) be payable as i-equired from the sources * in the medium

of payment, and place or places inside or outside the state;

(9) be subject to authentication by a trustee or fiscal

agent; and

(1 0 ) be subject to terms of redemption with or without

premium.

(c) Bonds and notes may be sold in the man.ier, on the terms, and 

at the price the board determines. Notes shall mature at the time or 

times determined by the board. Bonds shall mature at the time, not 

exceeding 50 years from their date, determined by the board.

See. 42.40.610. NEGOTIABLE INSTRUMENTS. Bonds and notes issued 

under this chapter and interest coupons attached to them are nego­

tiable instruments under the laws of this state, subject only to 

applicable provisions for registration.

Sec. 42.40.620. BONDS AND NOTES ELIGIBLE FOR INVESTMENT. Bonds 

and notes issued under t-bis chapter are securities in which all public 

officers and public bodies of the state and its political subdivi­

sions, all insurance companies, trust companies, banking associations, 

investment companies, executors, administrators, trustees and ether 

fiduciaries may properly 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 an agency or political 

subdivision of the state for any purpose for which the deposit of
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1 bonds or notes of the state is authorized by law.

2 Sec. 42.40.630. PAYMENT OF BONDS AND NOTES. The principal and

3 interest on bonds or notes of the corporation is payable from corpo-

4 ration money or assets. Bonds or notes may be additionally secured by

5 a pledge of a grant or contribution from the federal, state, or munic-

6 ipal government or a corporation, association, institution or person,

7 or a pledge of money, income, or revenue of the corporation from any

8 source.

9 Sec, 42.40.640. SECURITY FOR BONDS. In the discretion of the

1 0  board, an issue of bonds may be secured by a trust indenture, which

1 1  may be a trust company, bank or national banking association, with

1 2  corporate trust powers, located inside or outside the state, or by a

13 secured loan agreement or other instrument or under resolution giving

14 powers to a corporate trustee by means of which the corporation may

15 (1) make and enter into any and all the covenants and

16 agreements with the trustees or the holders of the bonds that the

17 corporation may determine to be necessar/ or desirable, including

18 covenants, provisions, limitations and agreements as to

19 (A) the application, investment, deposit, use and

2 0  disposition of the proceeds of bonds of the corporation or of

2 1  money or other property of the corporation or in which it has an

2 2  interest;

23 (B) the fixing and collection of rentals, charges,

24 fees or other consideration for, and the other terms to be. incor-

25 porated in, contracts with respect to the use of any of the

26 corporation's property;

27 (C) the fixing and collection of tariffs, fees,

28 charges or other consideration for the use or service of the

29 Alaska Railroad by passengers, and other users and freight;
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(D) the terms and conditions upon which additional 

bonds of the corporation may be issued;

(E) the vesting in the trustee of rights and remedies 

exercisable by the trustee for the protection of the holders of 

bonds of the corporation and not otherwise in violation of law 

and the restriction of the rights of an individual holder of 

bonds of the corporation;

(2 ) pledge, mortgage or assign money, leases, agreements, 

property, or other assets of the corporation either presently ir. hand 

or to be received in the future, or both; and

(3) provide for any other matters of like or different

character that in any way affect the security or protection of the

bonds.

Sec. 42.40.650. INDEPENDENT FINANCIAL ADVISOR. In negotiating 

the private or public sale of bonds or notes to an underwriter, the 

board shall retain a financial advisor who is independent from the 

underwriter.

Sec. 42.40.660. VALIDITY OF SIGNATURES. If an officer o* the

corporation whose signature or a facsimile of whose signature appears

on bonds, notes, or coupons attached to them ceases to be an officer 

before the delivery of the bond, note, or coupon, the signature or 

facsimile is valid the same as if the person had remained in office 

until delivery.

Sec. 42.40.670. VALIDITY OF PLEDGE. (a) The pledge of assets 

or revenue of the corporation to the payment of the principal or 

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

from the time the pledge is made and the assets oi: revenue are immedi­

ately subject to the lien of the pledge without physical delivery or 

further act. The lien of a pledge is valid and binding against all
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parties having claims of any kind against the corporation, irrespec­

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

(b) Nothing in this section prohibits the corporation from 

selling assets subject to a pledge, except that a sale may be re­

stricted by the trust agreement or resolution providing for the issu­

ance of the bonds or notes.

Sec. 42.40.680. REMEDIES. A holder of bonds or notes issued 

under this chapter or of coupons attached to them, 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

(1 ) enforce all rights granted under this chapter, the

trust agreement or resolution, or any other contract executed by the

corporation under this chapter; and

(2 ) compel the performance of all duties of the corporation 

required by this chapter or by the trust agreement or resolution.

Sec. 42.40.690. CREDIT OF STATE NOT PLEDGED. (a) The state and 

its political subdivisions are not liable for the debts of the corpo­

ration. Bonds and notes issued under this chapter are payable solely 

from the revenue or assets of the corporation and do not constitute a

(1 ) debt, liability, or obligation of the state or of a

political subdivision of the state; or

(2 ) pledge of the faith and credit cf the state or of a

political subdivision of the state.

(b) The corporation may not pledge the credit or the taxing

power of the state or its political subdivisions. Each bond and note 

issued under this chapter shall contain on its face a statement that

(1 ) the corporation is not obligated to pay it or the

interest on it except from the revenue or assets pledged for it; and
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(2 ) neither the faith and credit nor the taxing power of 

the state or of a political subdivision of the state is pledged to the 

payment of. it.

Sec. 42.40.700. LIMITATION ON PERSONAL LIABILITY. A board 

member or employee of the corporation is not subject to personal 

liability or accountability because of the execution or issuance of 

bonds or notes.

ARTICLE 8 . PERSONNEL AND LABOR RELATIONS.

Sec. 42.40.71H CORPORATION EMPLOYEES.. (a) Employees of the 

Alaska Railroad are employees of the corporation and not of the state. 

The provisions of AS 39 do not apply to employees of the corporation.

Sec. 42.40.720. COLLECTIVE BARGAINING RIGHTS. The provisions of 

AS 23.40.070 - 23.40.260 do not apply to the corporation or to its 

employees. However, employees who are not executive officers may 

organize and form, join, or assist an organization to engage in

collective bargaining through representatives of their own choosing 

and engage in concerted activities for the purpose of collective

bargaining or other mutual aid or protection.

Sec. 42.40.730. RAILROAD LABOR RELATIONS AGENCY. (a) There is 

established a railroad labor relations agency that consists of three 

members appointed by the governor. One member shall be a member of 

the state personnel board. Members serve at the pleasure of the 

governor.

(b) The railroad labor relations agency shall carry out the 

provisions of AS 42.40.710 - 42.40.890.

(c) Members of the railroad labor relations agency receive no 

compensation for their services, but are entitled to per diem and

travel expenses authorized for boards and commissions.

Sec. 42.40.740. COLLECTIVE BARGAINING UNIT. The railroad labor
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relations agency shall decide in each case, in order to ensure employ­

ees the fullest freedom in exercising the rights guaranteed by AS 42.- 

40.710 - 42.40.890 the unit appropriate for the purposes of collective 

bargaining, based on such factors as community of interest, wages, 

hours and other working conditions of the employees involved, the 

history of collective bargaining, and the desires of the employees. 

Bargaining units shall be as large as is reasonable, and unnecessary 

fragmenting shall be avoided,

Sec. 42.40.750. REPRESENTATIVES AND ELECTIONS. (a) The rail­

road labor relations agency shall investigate a petition if it is 

submitted in a manner prescribed by the labor relations agency by

(1 ) an employee or group of employees or an organization 

acting in their behalf alleging that 30 percent of the employees of a 

proposed bargaining unit

(A) want to be represented for collective bargaining 

by a labor or employee organization as exclusive representative; 

or

(B) assert that the organization that has been certi­

fied or is currently being recognized by the l orporation as 

bargaining representative is no longer the representative of the 

majority of employees in an appropriate unit; or

(2 ) the corporation alleging that one or more organizations 

have presented to it a claim to be recognized as a representative of a 

majority of employees in an appropriate unit.

(b) If the railroad labor relations agency has reasonable cause 

to believe that a question of representation exists, it shall provide 

for a hearing upon due notice. If the railroad labor relations agency 

finds that there is a question of representation, it shall direct an 

election by secret ballot to determine whether or by which
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1 organization the employees desire to be represented and shall certify

2 the results of the election. Nothing in this subsection prohibits the

3 waiving of hearings by stipulation for the purpose of a consent elec-

4 tion in conformity with the regulations of the railroad labor rela-

5 tions agency or an election in a bargaining unit agreed upon by the

6 parties.

7 (c) The railroad labor relations agency shall determine who is

8 eligible to vote in an election held under this section and shall

9 establish rules governing the election. In an election in which none

1 0  of the choices on the ballot receives a majority of the votes cast, a

1 1  runoff election shall be conducted, the ballot providing for selection

1 2  between the two choices receiving the largest number of valid votes

13 cast in the election. If an organization receives the majority of the

14 votes case in the election it shall be certified by the railroad labor

15 relations agency as exclusive representative of all the employees in

16 the bargaining unit. An election may not be held in a bargaining unit

17 or in a subdivision of a bargaining unit if a valid election has been

18 held within the preceding 1 2  months.

19 (d) Nothing in this chapter prohibits recognition of an

2 0  organization as the exclusive representative by the corporation by

2 1  mutual consent.

22 (e) An election may not be directed by the railroad labor

23 relations agency in a bargaining unit in which there is in force a

24 valid collective bargaining agreement, except during a 90-day period

25 preceding the expiration date. However, no collective bargaining

26 agreement may bar an election upon petition of employees in the

27 bargaining unit but not parties to the agreement if more than three

28 years have elapsed since the execution of the agreement or the last

29 timely renewal, whichever was later.
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Sec. 42.40.760. UNFAIR LABOR PRACTICES. (a) The corporation or 

its agent may not

(1 ) interfere, restrain, or coerce an employee in the 

exercise of the rights guaranteed in AS 42.40.720;

(2 ) dominate or interfere with the formation, existence, or 

administration of an organization;

(3) discriminate in regard “o hire or tenure of employment

or a term or condition of employment to encourage or discourage

membership in an organization;

(4) discharge or discriminate against an employee because

the employee has signed or filed an affidavit, petition or complaint 

or given testimony under AS 42.40.710 - 42.40.890;

(5) refuse to bargain collectively in good faith with an

organization that is the exclusive representative of employees in an

appropriate unit, including the discussing of grievances with the 

exclusive representative.

(b) Nothing in AS 42.40.710 - 42.40.890 prohibits the 

corporation from making an agreement with an organization to require 

as a condition of employment

(1 ) membership in the organization that represents the unit 

on cr after the 30th day following the beginning of employment or on 

the effective date of the agreement, whichever is later; or

(2 ) payment by the employee to the exclusive bargaining 

agent of a service fee to reimburse the exclusive bargaining agency 

for the expense of representing the members of the bargaining unit.

(c) An organization or its agents may not

(1 ) restrain or coerce

(A) an employee in the exercise of the rights 

guaranteed in AS 42.40.720; or
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(B) the corporation in the selection of a representa­

tive for the purposes of collective bargaining or the adjustment 

of grievances;

(2 ) refuse to bargain collectively in good faith with the 

corporation, if it has been designated in accordance with AS 42.40.- 

710 - 42.40.890 as the exclusive representative of employee's in an 

..^propriate unit.

Sec. 42.40.770. INVESTIGATION AND CONCILIATION OF COMPLAINTS. 

If a verified written complaint by or for a person claiming to be 

aggrieved by a practice prohibited by AS 42.40.760 or a written 

accusation that a person subject to AS 42.40.710 - 42.40.890 has

engaged in a prohibited practice, is filed with the railroad labor 

relations agency, it shall investigate the complaint or accusation. 

If it determines after a preliminary investigation that probable cause 

exists in support of the complaint or accusation, it shall try to 

eliminate the prohibited practice by informal methods of conference, 

conciliation, and persuasion. Nothing said or done during this 

endervor may be used as evidence in a subsequent proceeding.

Sec. 42.40.780. COMPLAINT AND ACCUSATION. If the railroad labor 

relations agency fails to eliminate the prohibited practice by 

conciliation and to obtain voluntary compliance with AS 42.40.710 - 

42.40.890 or before it attempts conciliation, it may serve a copy of 

the complaint or accusation upon the resporident. The complaint or 

accusation and the subsequent procedures shall be handled in accor­

dance with the administrative adjudication portion of the 

Administrative Procedure Act (AS 44.62).

Sec. 42.40.790. ORDERS AND DECISIONS. If the railroad labor 

relations agency finds that a person named in the written complaint or 

accusation has engaged in a prohibited practice, the railroad labor
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relations agency shall issue and serve on the person an order or 

decision requiring the person to cease and desist from the prohibited 

practice and to take affirmative action that will carry out the 

provisions of AS 42.40.710 - 42.40.390. If the railroad labor rela­

tions agency finds that a person named in the complaint or accusation 

has not engaged or is not engaging in a prohibited practice, the 

railroad labor relations agency shall state its findings of fact and 

issue an order dismissing the complaint or accusation.

Sec. 42.40.800. ENFORCEMENT BY INJUNCTION. The railroad labor

'• '• V
relations agency may apply to the superior court in the judicial 

district in which the prohibited practice occurred for an order 

enjoining the prohibited acts specified in the order or decision of 

the railroad labor relations agency. Upon showing by the railroad 

labor relations agency that the person has engaged or is about to 

engage in the practice, an injunction, restraining order, or other 

order that is appropriate may be granted by the court and shall be 

without bond.

Sec. 42.40.810. POWER TO INVESTIGATE AND COMPEL TESTIMONY. (a) 

For the purpose of the investigations, proceedings, or hearings that 

the railroad labor relations agency considers necessary to carry out 

AS 42.40.710 - 42.40.890, the railroad labor relations agency may 

issue subpoenas requiring the attendance and testimony of witnesses 

and the production of relevant evidence.

(b) The railroad labor relations agency may administer oaths, 

examine witnesses, and receive evidence.

(c) The attendance of witnesses and the production of evidence 

may be required from any place in the state at any designated place of 

hearing.

(d) If a person refuses to obey a subpoena issued under



AS 42.40.710 - 42.40.890, the superior court in the district in which 

the person resides or is found may, upon application by the railroad 

labor relations agency, issue an order requiring the person to comply 

with the subpoena.

Sec. 42.40.820. REGULATIONS. The railroad labor relations 

agency shall adopt regulations under the Administrative Procedure Act 

(AS 44.62) to carry out AS 42.40.710 - 42.40.890.

Sec. 42.40.830. PENALTY FOR VIOLATION OF ORDER OR DECISION. A 

person who violates a provision of an order or decision of the 

railroad labor relations agency is guilty of a misdemeanor and is 

punishable by a fine of not more than $500.

Sec. 42.40.840. MEDIATION. (a) If, after a reasonable period 

of negotiation over the terms of a collective bargaining agreement, an 

impasse as determined by the railroad labor relations agency exists 

between the corporation and an organization, the railroad labor 

relations agency shall appoint a person mutually agreeable to the 

parties from a list of seven qualified mediators/arbitrators 

knowledgeable in railway labor agreements to act as mediator in the 

dispute.

(b) Before the determination of an impasse under this section, 

the parties may also select a mediator by agreement or mutual consent.

(c) It shall be the function of the mediator to bring the 

parties together to effectuate a settlement of the dispute, but 

neither the mediator nor the railroad labor relations agency has any 

power of compulsion in mediation proceedings.

Sec. 42.40.850. STRIKES. (a) Following a decision by the 

mediator to end the mediation proceedings, employees of a collective 

bargaining unit may engage in a strike for a limited time if a 

majority of the employees in that collective bargaining unit vote by
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secret ballot to do so. The limit of the strike is determined by the 

interest of the health, safety, or welfare of the public.

(b) The corporation may apply to the superior court in the 

judicial district in which the strike is occuring for an order 

enjoining the strike. A strike may not be enjoined unless it can be 

shown that it has begun to threaten, or is about to threaten, the 

healtn, safety, or welfare of the public. A court, in deciding 

whether to enjoin the strike, shall consider the total equities in the 

particular case, including the impact of a strike on the public and 

the extent to which an employee organization and the corporation have 

met their statutory obligations.

(c) If an impasse or deadlock still exists after the issuance of 

an injunction, the parties shall submit the dispute to binding arbi­

tration. The arbitrator shall be the same person selected under 

AS 42.40.840 and shall fashion the award considered equitable.

(d) Notwithstanding the provisions of (a) - (c) of this section, 

the parties to the dispute may mutually agree to submit the dispute to 

binding arbitration at any time.

Sec. 42.40.860. AGREEMENTS. (a) The Department of Administra­

tion may participate in labor negotiations between the corporation and 

an organization. The corporation shall seek advice of the Department 

of Administration before entering into a collective bargaining 

agreement concerning wages, hours, and other terms and conditions of 

employement. However, the final decision regarding collective 

bargaining agreements, shall be made by the board.

(b) Upon the completion of negotiations between an organization 

and the corporation, if a settlement is reached, the corporation shall 

reduce it to writing in the form of an agreement. The agreement shall 

include a grievance procedure that shall have binding arbitration as
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its final step. Either party to the agreement has a right of action 

to enforce the agreement by petition to the railroad labor relations 

agency.

(c) The parties to an agreement under this section may agree to

terms that specify an expiration date for the agreement.

Sec. 42.40.870. ORGANIZATION DUES AND EMPLOYEE BENEFITS, DEDUC­

TION AND AUTHORIZATION. Upon written authorization of an employee 

within a bargaining unit, the corporation shall deduct from the 

payrcll of the employee the monthly amount of dues, fees, and other 

employee benefits as certified by the secretary of the exclusive 

bargaining representative and shall deliver it to the chief fiscal 

officer of the exclusive bargaining representative.

Sec. 42.40.880. EXEMPTION. Notwithstanding the provisions of 

AS 42.40.870, a collective bargaining settlement reached, or agreement 

entered into, under AS 42.40.860 that incorporates union security 

provisions, including a union shop or agency shop provision or agree­

ment, shall safeguard the rights of nonassociation of employees having 

bona fide religious convictions based on tenets or teachings of a

church or religious body of which an employee its a member. Upon

submission of proper proof of religious conviction to the railroad 

labor relations agency, the agency shall declare the employee exempt 

from becoming a member of an organization. The employee shall pay an 

amount of money equivalent to regular organization iues, initiation 

fees, and assessments to the organization. Nonpayment of this money 

subjects the employee to the same penalty as if it were nonpayment of 

dues. The receiving organization shall contribute an equivalent 

amount of money to a charity of its choice not affiliated with a 

religious, labor, or employee organization. The organization shall 

submit to the railroad labor relations agency proof of contribution.
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Sec. 42.40.890. DEFINITIONS. In AS 42.40.710 - 42.40.890

(1 ) "collective bargaining" means the performance of the

mutual obligation of the corporation or its designated representatives 

and the representatives of the employees to meet at reasonable times, 

including meetings in advance of the budget making process, and 

negotiating in good faith with respect to wages, hours, and other 

terms and conditions of employment, or the negotiation of an agree­

ment, or negotiation of a question arising under an agreement and the 

execution of a written contract incorporating an agreement reached if 

requested by either party, but these obligations do not compel either 

party to agree to a proposal or require the making of a concession;

(2 ) "election" means a proceeding conducted by the labor 

relations agency in which the employees in a collective bargaining 

unit cast a secret ballot for collective bargaining representatives, 

or for any other purpose specified in AS 42.40.710 - 42.^0.890;

(3) "organization" means a labor or employee organization

of any kind in which employees participate and that exists for the

primary purpose of dealing with the corporation concerning grievances, 

labor disputes, wages, rates of pay, hours of employment and condi­

tions of employment.

ARTICLE 9. GENERAL PROVISIONS.

Sec. 42.40.900. CLAIMS. (a) All claims and lawsuits involving 

activities of the railroad, including suits in contract, quasi-con- 

tract, or tort, shall be brought against the corporation and not 

against the state.

(b) For the purposes of actionable claims, undertakings, pay­

ments of judgments, execution, interest, punitive damages, statutes of 

limitations, bonds, costs, and similar matters related to the pres­

entation and prosecution of claims by and against the corporation, the
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corporation and its board members and employees e.\joy the same rights, 

privileges, and immunities as the state and state officers under 

AS 09.10.120, AS 09.50.250 - 09.50.290, and AS 09.65.040.

(c) Claims against the corporation are not subject to the pro­

visions of AS 44.77 regarding claims against the state.

(d) The corporation is not subject to the provisions of AS 44.- 

80.010, regarding the state as a party to an action.

Sec. 42.40.910. EXEMPTION FROM TAXATION. (a) The exercise of 

the powers granted by this chapter shall be in all respects for the 

benefit of the people of the state, for their well-being and prosper­

ity, and for the improvement of their social and economic conditions. 

Subject to (b) of this section, the real and personal property of the 

corporation and its assets, income, and receipts are exempt from all 

taxes and special assessments of the state or a political subdivision 

of the state.

(b) Bonds and notes issued under this chapter are issued by a 

body corporate and public of the state and for an essential public and 

governmental purpose. Therefore, the bonds and notes, the interest 

and income from them, and all fees, charges, funds, revenue, income 

and other money pledged or available to pay or secure thp payment of 

the bonds and notes or interest on them, are exempt from taxation 

except for inheritance, transfer, and estate taxes.

(c) This section does not affect or limit an exemption from 

license fees, property taxes, excise taxes, income taxes, or other 

taxes, provided under any other lay?, nor does it create a tax

exemption with respect to the interest of any business enterprise or

other person, other than the corporation.

Sec. 42.40.920. APPLICATION OF EXISTING LAWS. (a) The corpo­

ration is not subject to the jurisdiction of the Alaska Transportation
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C o m m i s s i o n .

(b )  U n l e s s  s p e c i f i c a l l y  p r o v i d e d  o t h e r w i s e  i n  t h i s  c h a p t e r ,  t h e

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

(1 )  A S  1 9 ;

(2 )  A S  3 0 . 1 5 ;

(3 )  A S  3 5 ;

( 4 )  A S  3 7 . 0 5 ;

( 5 )  A S  3 7 . 0 7 ;

( 6 )  A S  3 7  1 0 . 0 1 0  - 3 7 . 1 0 . 0 6 0 ;

( 7 )  A S  3 7 . 1 0 . 0 8 5 ;

( 8 )  A S  3 7 . 2 0 ;

( 9 )  A S  3 7 . 2 5 ;

( 1 0 )  A S  3 8 ;

( 1 1 )  A S  4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 3 2 0 .

S e c .  4 2 . 4 0 . 9 3 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 .  I f  p r o v i s i o n s  o f  

t h i s  c h a p t e r  c o n f l i c t  w i t h  t h e  p r o v i s i o n s  o f  o t h e r  s t a t e  l a w ,  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  p r e v a i l .  P r o v i s i o n s  o f  t h i s  c h a p t e r  s h a l l  b e  

c o n s t r u e d  s o  t h a t  t h e y  d o  n o t  c o n f l i c t  w i t h  4 5  U . S . C .  1 2 0 1  - 1 2 1 4

( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .

S e c .  4 2 . 4 0 . 9 4 0 .  R E V E R S I O N  O F  A S S E T S .  I f  t h e  c o r p o r a t i o n  c e a s e s  

t o  e x i s t ,  f o r  w h a t e v e r  r e a s o n ,  i t s  a s s e t s  r e v e r t  t o  t h e  s t a t e .

S e c .  4 2 . 4 0 . 9 8 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r ,  u n l e s s  t h e

c o n t e x t  o t h e r w i s e  r e q u i r e s ,

( 1 )  " b o a r d "  m e a n s  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  C o r p o r a t i o n ;

( 2 )  " c o r p o r a t i o n "  m e a n s  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ;

( 3 )  " d a t e  o f  t r a n s f e r "  m e a n s  t h e  d a t e  o n  w h i c h  t h e  U n i t e d

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

u n d e r  4 5  U . S . C .  1 2 0 1  - 1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ;
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1 (4 ) "employees" means all persons employed by the corpo-

2 ration including executive officers;
✓

3 (5 ) "executive officer" means the corporation's chief

4  executive officer, an employee who fulfills management functions and

5 is so designated by the board, and employees occupying the following

6 positions on the date of transfer: general manager, assistant general

7 manager, assistant to the general manager, chief of administration,

8 and general counsel;

9 (6 ) "land" means any interest in real property, including

1 0  tide and submerged land.

1 1  Sec. 42.40.990. SHORT TITLE. This chapter may be referred to as

12 the Alaska Railroad Corporation Act.

13 * 6 ec. 3. AS 42.40.010 is amended to read:

14 Sec. 42.40.010. ESTABLISHMENT OF THE CORPORATION. There is

15 established the Alaska Railroad Corporation. The corporation is a

16 public corporation and is an instrumentality of the state [WITHIN THE

17 DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT]. The corporation has

18 a legal existence independent of and separate from the state. The

19 exercise by the corporation of the powers provided in this chapter is

2 0  considered an essential government function of the state.

21 * Sec. 4. AS 42.40.020(a) is amended to read:

22 (a) The powers of the corporation are vested in the board of

23 directors. The board consists of [THE COMMISSIONER OF COMMERCE AND

24 ECONOMIC DEVELOPMENT,] the chief executive officer of the corporation,

25 and eight [SEVEN] members appointed by the governor. At least six

26 [FIVE] of the eight [SEVEN] appointed members must be registered

27 voters in the state. No more than two appointed members may be frcm

28 any one of the four judicial districts in the state. The appointed

29 members must have substantial experience or professional training and
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expertise in fields relevant to the purposes of this chapter, in­

cluding transportation, business, and finance. Except for [THE COM- 

MISSIONER,] the chief executive officer [,] and the member appointed 

under (d) of this section, a member may not be a state officer or 

employee.

* Sec. 5. AS 42.40.020(e) is amended to read:

(e) Except for [THE COMMISSIONER OF COMMERCE AND ECONOMIC DEVEL­

OPMENT AND] the chief executive officer of the corporation, the mem­

bers of the board shall be confirmed by a majority of the members of 

each house of the legislature in joint session. A member appointed by 

the governor has the full powers and responsibilities of a confirmed 

board member until the member is rejected by the legislature.

* Sec. 6 . AS 42.40.030 is amended to read:

Sec. 42.40.030. TERM OF OFFICE; REMOVAL. (a) Except for [THE 

COMMISSIONER OF COMMERCE AND ECONOMIC DEVELOPMENT AND] the chief 

executive officer of the corporation, members of the board serve for 

staggered terms of five years each [AT THE PLEASURE OF THE GOVERNOR] .

* fiec. 7. AS 42.40.030 is amended by adding a new subsection to read:

(b) The governor may, by written notice to the member, remove a

member from the board for

(1 ) incapacitation caused by injury or sickness that leaves 

the member unable to perform duties under this chapter;

(2 ) continued refusal or inability to attend meetings of

the board;

(3) conviction of a felony; or

(4) any conduct that was intended to harm the corporation,

even if it does not constitute a crime.

* Sec. 8 . AS 42.40.040(a) is amended to read:

(a) Except for the [COMMISSIONER OF COMMERCE AND ECONOMIC
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1 DEVELOPMENT AND THE] chief executive officer, a vacancy on the board

2  is filled by appointment by the governor, and the appointment must be

3 confirmed by the members of each house of the legislature in joint

4 session. A member appointed to fill a vacancy holds office for the
' f; 1 , ' ' •• 1

5 balance of the term for which the member's predecessor was appointed.

6 * Sec. 9. SPECIAL REPORT. The corporation shall prepare a report for

7 the governor and the legislature on the long-icrm operations of the Alaska

8 Railroad that are in the best interest o." the state. The report shall be

9 submitted by January 1, 1988. It shall contain specific recommendations on

1 0  operational alternatives and the transfer of all or part of the railroad's

1 1  operation's is to the private sector.

12 * Sec. 10. APPOINTMENT OF FIRST BOARD OF DIRECTORS OF ALASKA RAILROAD

13 CORPORATION. Notwithstanding AS 42.40.020 enacted in sec. 1 of this Act,

14 the terms of the appointed members of the first board of directors of the

15 Alaska Railroad Corporation are as follows:

16 (1 ) one shall serve a term of two years;

17 (2) two shall serve a term of three years;

18 (3) two shall serve a term of four years; and

19 (4) two shall serve a term of five years.

20 * Sec. 11. COLLECTIVE BARGAINING AGREEMENTS. (a) As soon as practi-

21 cable after establishment of the Alaska Railroad Corporation and before

22 transfer of the Alaska Railroad to the state, the Alaska Railroad Corpora-

23 tion and its employees shall adopt collective bargaining agreements that

24 continue the provisions of the agreements in effect between the Alaska

25 Railroad and its employees on the date of transfer of the railroad. The

26 collective bargaining agreements adopted under this section between the

27 corporation and its employees shall remain in effect to the extent required

28 under 45 U.S.C. 1201 - 1214 (Alaska Railroad Transfer Act of 1982).

29 (b) The board of directors of the Alaska Railroad Corporation shall
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on or before the date of transfer of the Alaska Railroad to the state adopt 

personnel rules necessary to prevent an interruption of services of the 

railroad.

(c) Subject to 45 U.S.C. 1201-1214 (Alaska Railroad Transfer Act of 

1982), within 180 days after the first meeting of the board of directors, of 

the Alaska Railroad Corporation, the board and representatives of employee 

bargaining units shall establish procedures for the renegotiation of 

collective bargaining agreements adopted under (a) of this section. The 

board shall renegotiate all agreements adopted under (a) of this section 

within two years after the date of transfer of the Alaska Railroad to the 

state unless the parties agree to the contrary.

* Sec. 12. Sections 3 - 8 of this Act take effect on the effective date 

of an amendment to the Constitution of the State of Alaska relating to the 

Alaska Railroad.

* Sec. 13. Sections 1, 2, and 9 - 11 of this Act take effect imme­

diately in accordance with AS 01.10.070(c).
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I n t r o d u c e d :  1 / 1 3 / 8 4

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

B Y  H A Y E S i  R I N G S T A D ,  S H U L T Z ,  A B O O D ,  

F R I T Z ,  F U R N A C E ,  C A T O ,  F U L L E R ,

IN THE HOUSE UEHLING, BETTISWORTH AND TISCHIR

HOUSE BILL NO. 512 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act establishing the Alaska Railroad Corporation

to manage and operate the Alaska Railroad; and pro­

viding for an effective date."

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

* Section 1. LEGISLATIVE FINDINGS A*'D PURPOSE. (a) The legislature 

finds that

(1) The Alaska Railroad is an essential part of the state trans­

portation network that without state action will cease to he a transporta­

tion option available within Alaska. The federal government has offered to 

the state the option of taking over the Alaska Railroad to ensure its

continued existence. It is in the state's best interest to accept the

railroad under the terms and conditions offered by the United States gov­

ernment .

(2) There is -'P*-. potential in Alaska's natural resource areas 

and that extension of the Alaska Railroad into natural resource areas is

necessary for the achievement of the goals of lower freight cost and long­

term economic growth.

(b) It is the purpose of this Act to create an entity and to provide

that entity with the powers and duties necessary to operate and manage the

Alaska Railroad as a viable independent entity pending the eventual trans­

fer of the railroad to the private sector for its ownership or operation or 

both consistent with 45 U.S.C. 1201-1214 (Alaska Railroad Transfer Act of 

1982).

(c) The legislature declares that
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1 (1 ) the exercise of the powers of the state in the interest of

2 the people of the state is necessary to accomplish the policy set out in

3 (a) of this section by authorizing the creation of a public corporation

4 with the powers, duties, and functions as provided in this Act to operate

5 the Alaska Railroad and to manage its rail, industrial * port and other

6 properties;

7 (2 ) it is in the best interests of the people of the state for

8 the public corporation that will operate and manage the Alaska Railroad to

9 be created in such a way that

10 (A) the corporation will be exclusively responsible for the

11 management of the financial and legal obligations of the Alaska Rail-

1 2  road;

1 3  (B) t h e  c o r p o r a t i o n ,  a n d  n o t  t h e  s t a r e ,  w i l l  c o n s t i t u t e  a

14 common carrier subject to the jurisdiction of the United States Inter-

15 state Commerce Commission;

16 (C) the corporation will have the ability to raise capital

17 by issuing obligations exempt from federal and state taxation;

18 (D) the corporation may carry out its responsibilities on a

19 self-sustaining basis;

20 (E) the best possible combination of types and levels of

2 1  safe, efficient, and economical transportation can be provided that is

2 2  necessary to meet the overall needs of the state, supported when

23 necessary by state investment;

24 (F) the railroad may be operated prudently and according to

25 sound business management practices; and

26 (G) borrowing by the corporation does not directly or

27 indirectly endanger the state's own borrowing capacity.

28 * Sec. 2. AS 42 is amended by adding a new chapter to read:

29 CHAPTER 40. ALASKA RAILROAD CORPORATION.
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1 ARTICLE 1. ESTABLISHMENT AND ORGANIZATION.

2 Sec. 42.40.010. ESTABLISHMENT OF THE CORPORATION. There is

3 established the Alaska Railroad Corporation. The corporation is a

4 public corporation for the purposes of art. Ill, sec. 22, Constitution

5 of the State of Alaska. The corporation shall be considered a princi-

6 pal department only for the purposes of art. Ill, sec. 26, Constitu-

7 tion of the State of Alaska. The corporation has a legal existence

8 independent of and separate from the state. The exercise by the

9 corporation of the powers provided in this chapter is considered an

1 0  essential government function of the state.

11 Sec. 42.40.020. BOARD OF DIRECTORS. (a) The powers of the

12 corporation are vested in the board of directors. The board consists

13 of five voting members appointed by the governor. These five members

14 must be residents of and registered voters in the state except as

15 provided in (b) of this section. No more than two of these members

16 may be from any one of the four judicial districts in the state. Two

17 of the voting members must have at least five years experience as

18 owners or managers of a business in the state. A voting member may

19 not be a state officer or employee.

20 (b) One person who is not a resident of or registered voter in

2 1  the state may be appointed by the governor to be a voting member of

2 2  the board, if, at the time of appointment, the person has at least 1 0

23 years of experience in management of railroads.

24 'c) In addition to the voting members, the following nonvoting

25 members shall serve on the board:

26 (1 ) an employee of the corporation appointed by the govern
. * fi

27 nor to represent the employees;

28 (2 ) the chief executive officei ?■' :he corporation.

29 (d) The voting members of the board shall be confirmed by a
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1 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 .  A

2  m e m b e r  a p p o i n t e d  b y  t h e  g o v e r n o r  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 -

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

4  r e j e c t e d  b y  t h e  l e g i s l a t u r e .

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

6 v i c e - c h a i r p e r s o n  a n d  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  b y  r u l e .

7 (f )  T h e  b o a r d  s h a l l  a p p o i n t  a  s e c r e t a r y  a n d  p r e s c r i b e  t h e  s p e -

8 c i f i c  d u t i e s  o f  t h e  s e c r e t a r y .

9 (g)  T h e  c h a i r p e r s o n  s h a l l  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

1 0  o n c e  e v e r y  t h r e e  m o n t h s .  T h e  c h a i r p e r s o n  m a y  c a l l  o t h e r  m e e t i n g s  o f

1 1  t h e  b o a r d  a s  t h e  c h a i r p e r s o n  c o n s i d e r s  n e c e s s a r y .  T h e  c h a i r p e r s o n

1 2  s h a l l  p r e s i d e  a t  m e e t i n g s  o f  t h e  b o a r d .

1 3  (h) T h e  g o v e r n o r  m a y ,  b y  w r i t t e n  n o t i c e  t o  t h e  m e m b e r ,  r e m o v e  a

1 4  m e m b e r  f r o m  t h e  b o a r d  f o r

I d  (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 e a v e s

1 6  t h e  m e m b e r  u n a b l e  t o  p e r f o r m  d u t i e s  u n d e r  t h i s  c h a p t e r ;

17 ( 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  m e e t i n g s  o f

1 8  t h e  bo. r d ;

1 9  ( 3 )  c o n v i c t i o n  o f  i; f e l o n y ;  o r

2 0  ( 4 )  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 r a l  t u r p i t u d e .

2 1  S e c .  4 2 . 4 0 . 0 3 0 .  T E R M  O F  O F F I C E .  T h e  a p p o i n t e d  m e m b e r s  o f  t h e

2 2  b o a r d  s e r v e  f o r  s t a g g e r e d  t e r m s  o f  f i v e  y e a r s  e a c h .

2 3  S e c .  4 2 . 4 0 . 0 4 0 .  V A C A N C I E S .  ( a )  A  v a c a n c y  o n  t h e  b o a r d  i s

2 4  f i l l e d  b y  a p 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

2 5  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 i n t  s e s s i o n .  A  m e m b e r  s e l e c t e d  t o

2 6  f i l l  a  v a c a n c y  h o l d s  o f f i c e  f o r  t h e  b a l a n c e  o f  t h e  t e r m  f o r  w h i c h  t h e

2 7  m e m b e r ' s  p r e d e c e s s o r  i s  a p p o i n t e d .

2 8  (b) A  v a c a n c y  o n  t h e  b o a r d  d o e s  n o t  i m p a i r  t h e  a u t h o r i t y  o f  a

2 9  q u o r u m  o f  m e m b e r s  t o  e x e r c i s e  t h e  p o w e r s  a n d  p e r f o r m  t h e  d u t i e s  o f  t h e
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1 b o a r d .

2 ( c )  A  m e m b e r  w h o s e  t e r m  h a s  e x p i r e d  s h a l l  s e r v e  u n t i l  a  s u c c e s -

3 s o r  h a s  b e e n  a p p o i n t e d .

4  S e c .  4 2 . 4 0 . 0 5 0 .  C O M P E N S A T I O N  A N D  E X P E N S E S .  ( a )  A n  a p p o i n t e d

5 m e m b e r  o f  t h e  b o a r d  i s  e n t i t l e d  t o  c o m p e n s a t i o n  a t  a  r a t e  o f  $ 2 0 0  f o r

6 e a c h  d a y  t h e  m e m b e r  i s  e n g a g e d  i n  t h e  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

7 a  m e m b e r  o f  t h e  b o a r d .

8 ( b )  I n  a d d i t i o n  t o  c o m p e n s a t i o n  u n d e r  (fc> o f  t h i s  s e c t i o n ,  a n

9 a p p o i n t e d  m e m b e r  o f  t h e  b o a r d  i s  e n t i t l e d  t o  p e r  d i e m  a n d  t r a v e l

1 0  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  a n d  c o m m i s s i o n s .

1 1  S e c .  4 2 . 4 0 . 0 6 0 .  Q U O R U M  A N D  N O T I C E  O F  M E E T I N G S .  T h r e e  v o t i n g

1 2  m e m b e r s  o f  t h e  b o a r d  c o n s t i t u t 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 -

1 3  n e s s .

1 4  S e c .  4 2 . 4 0 . 0 7 0 .  V O T I N G .  T h e  b o a r d  s h a l l  p r o v i d e  b y  r u l e  f o r  t h e

1 5  m a n n e r  o f  v o t i n g  a n d  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 .

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

17  n i c a t i o n  d e v i c e s  o r  b y  m a i l  o r  f 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

1 8  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 t i c u l a r  i s s u e .

19 A R T I C L E  2. M A N A G E M E N T .

2 0  S e c .  4 2 . 4 0 . 1 0 0 .  E X E C U T I V E  O F F I C E R S .  ( a )  T h e  b o a r d  s h a l l  a p -

2 1  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  o f  t h e

2 2  c o r p o r a t i o n .  T h e  c h i e f  e x e c u t i v e  o f f i c e r  s e r v e s  a t  t h e  p l e a s u r e  o f

2 3  t h e  b o a r d .

2 4  ( b )  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 f  t h e  c o r p o r a t i o n  s h a l l  a p p o i n t

2 5  a n d  f i x  t h e  c o m p e n s a t i o n  f o r  o t h e r  e x e c u t i v e  o f f i c e r s .  T h e  a p p o i n t -

2 6  m e n t  o f  o t h e r  e x e c u l  i*'e o f f i c e r s  a n d  t h e i r  c o m p e n s a t i o n  a r e  s u b j e c t  t o
«

2 7  b o a r d  a p p r o v a l .

2 8  S e c .  4 2 . 4 0 . 1 1 0 .  D E L E G A T I O N .  (a )  T h e  b o a r d  s h a l l  b y  r u l e  d e l e -

2 9  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  a n d  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
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1 t h e  d a i l y  a f f a i r s  a n d  o p e r a t i o n s  o f  t h e  c o r p o r a t i o n  t o  t h e  c h i e f

2 e x e c u t i v e  o f f i c e r ,  s u b j e c t  t o  a  r e q u i r e m e n t  o f  b o a r d  c o n c u r r e n c e  o r

3 a u t h o r i z a t i o n  i m p o s e d  b y  t h e  r u l e s .

4  (b )  W i t h i n  6 0  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  b y  r u l e

5 d e l e g a t e  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  c o r p o r a t i o n  t o  t h e  c h i e f

6 e x e c u t i v e  o f f i c e r  o r  o t h e r  e x e c u t i v e  o f f i c e r s  d e s i g n a t e d  b y  t h e  b o a r d :

7 ( 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 ,  i s s u i n g  p e r m i t s  f o r  t h e

8 u s e  o f ,  o r  c o n v e y i n g  o t h e r  i n t e r e s t s  t h a t  d o  n o t  c o n s t i t u t e  a  t r a n s f e r

9 o f  t h e  c o r p o r a t i o n ' s  e n t i r e  i n t e r e s t  i n  r e a l  p r o p e r t y  o f  t h e  c o r p o r a -

1 0  t i o n ;

1 1  ( 2 )  e s t a b l i s h i n g  s p e c i f i c  r a t e s ,  t a r i f f s ,  d i v i s i o n s ,  a n d

1 2  c o n t r a c t  r a t e  a g r e e m e n t s ;

1 3  ( 3)  m a k i n g  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 ;  a n d

1 4  ( 4 )  p e r f o r m i n g  p r o c u r e m e n t  a c t i v i t i e s .

1 5  (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

1 6  r e q u i r e d  f o r  t h e  f o l l o w i n g :

1 7  ( 1) t r a n s f e r r i n g  t h e  c o r p o r a t i o n ' s  e n t i r e  i n t e r e s t  i n  r e a l

1 8  p r o p e r t y ;

1 9  ( 2) i s s u i n g  n o t e s ,  d e b e n t u r e s ,  a n d  b o n d s ;

2 0  ( 3) m o r t g a g i n g  o r  p l e d g i n g  a u t h o r i t y  a s s e t s ;

2 1  f ( 4) d o n a t i n g  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

2 2  c o r p o r a t i o n ;

2 3  ( 5) a c t i n g  a s  a  s u r e t y  o r  g u a r a n t e e ;

2 4  (6)  a d o p t i n g  a  l o n g - r a n g e  e x p a n s i o n  a n d  c a p i t a l  i m p r o v e m e n t

2 5  p l a n ;

2 6  ( 7 )  c e r t i f y i n g  a n n u a l  r e p o r t s ;

2 7  (8 )  e f f e c t i n g  g e n e r a l l y  a p p l i c a b l e  i n c r e a s e s  a n d  d e c r e a s e s

2 8  i n  r a t e s  o t h e r  t h a n  t h o s e  p e r i o d i c a l l y  a p p r o v e d  b y  t h e  U n i t e d  S t a t e s

2 9  I n t e r s t a t e  C o m m e r c e  C o m m i s s i o n ;



(9) expanding or reducing services in a major way as pro­

vided under this chapter;

(1 0 ) expanding the main or branch lines, other than perform­

ing routine track alignment as necessary to maintain service levels in 

effect on the date of transfer; and

(1 1 ) selecting independent auditors and accountants.

ARTICLE 3. ADMINISTRATIVE PROVISIONS.

Sec. 42.40.200. PUBLIC BOARD MEETINGS. (a) The meetings of the 

board are public with the exception of an executive session conducted 

under AS 44.62.310 and (b) of this section.

(b) In addition to those subjects that may be discussed in 

executive session under AS 44.62.310, the board may consider in execu­

tive session matters that pertain to personnel, the corporation's 

legal position, land acquisition or disposal, or proprietary informa­

tion, as defined in a manner consistent with the standards and prac­

tices of the United States Interstate Commerce Commission for protec­

tion of information associated with specific shippers, divisions, and 

contract rati agreements.

Sec 42.40.220. MINUTES OF MEETINGS. The board shall keep 

minutes of each meeting.

Sec. 42.40.230. RULES. The board shall establish a procedure

for adopting rules to carry out its functions anji the purposes of this

chapter. The rules shall include a procedure for the adoption of 

emergency rules when the adoption of an emergency rule is essential to 

continue or to reinstate the orderly operation of the corporation's 

facilities or program.

Sec. 42.40.240. PUBLIC DISCLOSURE OF INFORMATION. (a) Except

as provided by rule of the corporation under (b) of this section,

i n f o r m a t i o n  i n  t h e  p o s s e s s i o n  o f  t h e  c o r p o r a t i o n  is p u b l i c  a n d  i s  o p e n
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(b) Except as provided in AS 42.vi0.270, the corporation may by

rule designate and withhold disclosure of matters of a nonpublic, 

privileged, or proprietary nature. Those matters include personnel 

records, communications with and work product of counsel consistent 

with the standards and practices of the United States Interstate 

Commerce Commission, and information associated with specific ship­

pers, divisions, and contract rate agreements.

Sec. 42.40.250. SPECIAL REPORT. The corporation shall investi­

gate and prepare a report for the governor and the legislature on the 

long-term operations of the railroad that are in the best interest of 

the state. The report shall be due January 1, 1988. It shall make 

specific recommendations on operational alternatives and the transfer 

of all or part of the railroads operations to the private sector.

Sec. 42.40.260. ANNUAL REPORT. Within 90 days following the end 

of the fiscal year of the railroad tho board shall direct preparation 

of, certify and distribute to the governor and to the legislature a 

report describing the operations and financial condition of the corpo­

ration during the preceding fiscal year.

Sec. 42.40.270. ANNUAL AUDIT. The board shall have the finan­

cial records of the corporation audited annually by an independent 

certified public accountant experienced in railroad accounting. The 

corporation shall make all of its financial records available to an 

auditor appointed by the governor or to the legislative audit division 

for examination. Disclosure to the public by the auditor or legisla­

tive audit division of this information is subject to AS 42.40.240 and 

rules implementing that section.

ARTICLE 4. POWERS AND DUTIES.

Sec. 42.40.300. GENERAL POWERS. In addition to the exercise of
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( 1) a d o p t  a  s e a l ;

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

( 3) s u e  a n d  b e  s u e d ;

( 4) a p p o i n t  t r u s t e e s  a n d  a g e n t s  o f  t h e  c o r p o r a t i o n  a n d

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

(5) h i r e  l e g a l  c o u n s e l  t o  r e p r e s e n t  t h e  c o r p o r a t i o n ;

(6) m a k e  c o n t r a c t s  a n d  e x e c u t e  i n s t r u m e n t s  n e c e s s a r y  o r  

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

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

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

o t h e r w i s e ,  r e a l  o r  p e r s o n a l  p r o p e r t y ,  r i g h t s ,  r i g h t s - o f - w a y ,  f r a n ­

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

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

s t a t e ,  t a k i n g  t i t l e  t o  t h e  p r o p e r t y  i n  t h e  n a m e  o f  t h e  c o r p o r a t i o n ;

(8)  a c q u i r e  p r o p e r t y  b y  e m i n e n t  d o m a i n  i n  a c c o r d a n c e  w i t h

A S  4 2 . 4 0 . 4 3 0 ;

(9)  h o l d ,  m a i n t a i n ,  u s e ,  o p e r a t e ,  l e a s e ,  e x c h a n g e ,  d o n a t e ,  

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

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

( 1 0 )  c o n t r a c t  w i t h  a n d  a c c e p t  t r a n s f e r s ,  g i f t s ,  g r a n t s  o r  

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

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

o r  l o c a l  p r o g r a m s ;

( 1 1 )  u n d e r t a k e  a n d  p r o v i d e  f o r  t h e  m a n a g e m e n t ,  o p e r a t i o n ,  

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

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

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

( 1 2 )  r e c o m m e n d  t o  t h e  l e g i s l a t u r e  a n d  t h e  g o v e r n o r  a n y  t a x ,

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



■ W'5Kivt''-

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

2 p r i a t e  f o r  e x p a n s i o n  o r  e x t e n s i o n  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 -

3 r o a d ;

4  ( 1 3 )  m a i n t a i n  o f f i c e s  a n d  f a c i l i t i e s  a t  p l a c e s  i t  d e s i g -

5 n a t e s ;

6 ( 1 4 )  a p p l y  t o  t h e  a p p r o p r i a t e  a g e n c i e s  o f  t h e  s t a t e ,  t h e

7 V.ii.ted S t a t e s ,  a n d  a  f o r e i g n  c o u n t r y  o r  o t h e r  p r o p e r  a g e n c i e s  f o r  t h e

8 p e r m i t s ,  l i c e n s e s ,  o r  a p p r o v a l s  n e c e s s a r y  t o  c o n s t r u c t ,  m a i n t a i n ,  a n d
I

9 o p e r a t e  r a i l r o a d  t r a n s p o r t a t i o n  s e r v i c e s ,  a n d  t o  o b t a i n ,  h o l d ,  a n d

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

1 1  u n i t s  o r  p e r s o n s ;

12 ( 1 5 )  p r e s c r i b e  r a t e s  t o  b e  c h a r g e d  f o r  s e r v i c e s  p r o v i d e d  b y

13 t h e  A l a s k a  R a i l r o a d  o n  a  c o m p e t i t i v e  b a s i s ;

14  ( 1 6 )  d e t e r m i n e  t h e  r o u t e s ,  s c h e d u l e s ,  a n d  t y p e s  o f  s e r v i c e

15 t o  b e  p r o v i d e d  b y  t h e  A l a s k a  R a i l r o a d ;

1 6  ( 1 7 )  e n t e r  i n t o  c o n t r a c t s  a n d  l e a s e s  w i t h  c o n n e c t i n g  c a r r i -

1 7  e r s  a n d  s h i p p e r s ,  t h a t  c o n t a i n  p r o v i s i o n s  t o  p r e s e r v e  a n d  e x p a n d  t h e

18 r a i l r o a d ' s  t r a f f i c  b a s e ;

19 ( 1 8 )  p l a n  f o r  a n d  u n d e r t a k e  e x p a n s i o n  o f  t h e  r a i l r o a d  a n d

2 0  r a i l r o a d  a c t i v i t i e s ,  i n c l u d i n g  e x t e n s i o n  o f  t h e  A l a s k a  R a i l r o a d ’s r a i l

2 1  s y s t e m ,  a n d  c o n t r a c t  w i t h  o t h e r  m o d e s  o f  t r a n s p o r t a t i o n  s e r v i c e  c o n -

2 2  n e c t i n g  t o  t h e  r a i l r o a d ' s  r a i l  s e r v i c e s ;

2 3  ( 1 9 )  a d o p t  r u l e s  t h a t  a r e  d e s i g n e d  t o  s a f e g u a r d  p r o p e r t y

2 4  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  t h e  c o r p o r a t i o n  a n d  t o  p r o t e c t

2 5  e m p l o y e e s  a n d  p e r s o n s  u s i n g  t h e  c o r p o r a t i o n ' s  p r o p e r t y  o r  s e r v i c e s ;

2 6  ( 2 0 )  h i r e  a n d  d i s c h a r g e  r a i l r o a d  p e r s o n n e l  a n d  d e t e r m i n e

2 7  b e n e f i t s  a n d  o t h e r  t e r m s  a n d  c o n d i t i o n s  o f  e m p l o y m e n t  e s t a b l i s h e d  i n

2 8  a c c o r d a n c e  w i t h  o b l i g a t i o n s  i m p o s e d  b y  4 5  U . S . C .  1 2 0 1 - 1 2 1 4  ( A l a s k a

2 9  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ;
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( 2 1 )  a s s u m e  a n d  s a t i s f y  l i a b i l i t i e s  o f  t h e  U n i t e d  S t a t e s  o r  

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

l a t u r e ;

( 2 2 )  m a i n t a i n  a  s e c u r i t y  f o r c e  t o  e n f o r c e  s t a t e  l a w  a n d  t h e  

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

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  t h e  c o r p o r a t i o n ;

( 2 3 )  b o r r o w  m o n e y  a n d  i s s u e  i t s  b o n d s  o r  n o t e s  a n d  p r o v i d e

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

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

( 2 4 )  s e c u r e  t h e  p a y m e n t  o f  i t s  o b l i g a t i o n s  b y  p l e d g e  o r

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

t y ,

( 2 5 )  c o n s e n t  t o  t h e  m o d i f i c a t i o n  o f  t h e  r a t e  o f  i n t e r e s t ,

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

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

p a r t y ;

( 2 6 )  i n c l u d e  i n  a n y  b o r r o w i n g  t h e  a m o u n t s  n e c e s s a r y  t o

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

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

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

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

i n c i d e n t  t o  b o r r o w i n g ;

( 2 7 )  p u r c h a s e  t h e  c o r p o r a t i o n ' s  b o n d s  a t  a p r i c e  n o t  m o r e

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

( 2 8 )  c a n c e l  b o n d s  p u r c h a s e d  u n d e r  ( 2 1 )  o f  t h i s  s e c t i o n .

S e c .  4 2 . 4 0 . 3 1 0 .  L O N G - R A N G E  E X P A N S I O N  A N D  C A P I T A L  I M P R 0 V E M 1  N T  

P L A N S .  (a )  T h e  c o r p o r a t i o n  s h a l l  p r e p a r e  a n d  t h e  b o a r d  s h a l l  a d o p t  a  

l o n g - r a n g e  e x p a n s i o n  p l a n  a n d  a  c a p i t a l  i m p r o v e m e n t  p l a n .  T h e  l o n g -
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r a n g e  e x p a n s i o n  p l a n  s h a l l  d e l i n e a t e  t h e  m a n n e r  i n  w h i c h  t h e  c o r p o r a -  

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

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

p l a n  s h a l l  p r e s e n t  a n d  e x p l a i n  t h e  c o r p o r a t i o n ' s  a n t i c i p a t e d  c a p i t a l

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

( b)  T h e  b o a r d  s h a l l  a n n u a l l y  r e v i e w  a n d  u p d a t e  t h e  p l a n s  r e ­

q u i r e d  u n d e r  ( a )  o f  t h i s  s e c t i o n .  T h e  b o a r d  m a y  n o t  c o n t r a c t  f o r  t h e  

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

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

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

( c) T h e  b o a r d  s h a l l  p r o v i d e  c o p i e s  o f  i t s  u p d a t e d  p l a n s  t o  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 u r e  b y  D e c e m b e r  1 o f  e a c h  y e a r .

S e c .  4 2 . 4 0 . 3 2 0 .  U S E  O F  C O R P O R A T I O N  A S S E T S .  ( a )  T h e  c o r p o r a t i o n

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

c o r p o r a t i o n  t o w a r d  a c t i v i t i e s  a u t h o r i z e d  b y  t h i s  c h a p t e r .  T h e  c o r p o ­

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

d i s t r i b u t i o n s  o f  a s s e t s ,  m a k e  l o a n s  t o  b o a r d  m e m b e r s  o r  e m p l o y e e s ,  o r  

e n g a g e  i n  b u s i n e s s  f o r  p r i v a t e  b e n e f i t .  T h e  u s e  o f  m o n e y ,  p r o p e r t y ,  

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

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

t e d .

( b) N o t w i t h s t a n d i n g  t h e  p r o v i s i o n s  o f  t h i s  s e c t i o n ,  t h e  c o r p o ­

r a t i o n  m a y

( 1 )  d e f e n d  a n d  i n d e m n i f y  a  c u r r e n t  o r  f o r m e r  e m p l o y e e ,  

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

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

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

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

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



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

a n d

( 2 )  p u r c h a s e  i n s u r a n c e  t o  p r o t e c t  a n d  h o l d  p e r s o n a l l y  

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

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

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

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

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

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

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

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

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

A R T I C L E  5. R A I L  P R O P E R T I E S .

S e c .  4 2 . 4 0 . 4 0 0 .  L A N D .  A l l  l a n d  a m o n g  t h e  r a i l  p r o p e r t i e s  t r a n s ­

f e r r e d  u n d e r  4 5  U . S . C .  1 2 0 1 - 1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  

1 9 8 2 )  o r  o t h e r w i s e  a c q u i r e d  b y  t h e  c o r p o r a t i o n  i s  u n d e r  t h e  c o n t r o l  o f  

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

( 1 )  r a i l r o a d  r i g h t s - o f - w a y  o r  e a s e m e n t s  t r a n s f e r r e d  u n d e r  

t h e  f e d e r a l  a c t  o r  o t h e r w i s e  a c q u i r e d  s h a l l  b e  c l a s s i f i e d  a s  r a i l r o a d  

u t i l i t y  c o r r i d o r s ;

( 2 )  f u t u r e  r a i l r o a d  u t i l i t y  c o r r i d o r s  s h a l l  b e  o f  a  w i d t h  

a t  l e a s t  1 0 0  f e e t  o n  b o t h  s i d e s  o f  t h e  c e n t e r l i n e  o f  t h e  e x t e n d e d  m a i n  

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

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

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

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

S e c .  4 2 . 4 0 . 4 2 0 .  C L A S S I F I C A T I O N ,  A C Q U I S I T I O N ,  A N D  U S E  O F  S T A T E  

L A N D  F O R  R A I L R O A D  P U R P O S E S .  (a )  T h e  b o a r d  b y  r u l e  m a y  i d e n t i f y  a n d  

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

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

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

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

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

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

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

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

p o s a l  o r  l e a s e  o f  t h a t  l a n d  u n d e r  l a w s  o r  p r o g r a m s  o f  t h e  s t a t e .  A  

t e m p o r a r y  c l a s s i f i c a t i o n  a n d  v a c a t i o n  i s  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  a n d  r e m a i n s  i n  e f f e c t  f o r  1 8 0  d a y s .

( b )  W i t h i n  9 0  d a y s  a f t e r  r e c e i v i n g  a  r e q u e s t  u n d e r  ( a )  o f  t h i s  

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

s h a l l ;

( 1 )  c l a s s i f y  t h a t  l a n d  f o r  r a i l r o a d  p u r p o s e s  a n d ,  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 ,  c o n v e y  t h e  s t a t e ' s  i n t e r e s t s  t o  t h e  c o r p o ­

r a t i o n ;  o r

( 2 )  n o t i f y  t h e  c o r p o r a t i o n  o f  r e a s o n s  f o r  r e f u s a l  t o  c l a s ­

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

( c) A  c o n v e y a n c e  u n d e r  ( b ) ( 1 )  o f  t h i s  s e c t i o n  v e s t s  i n  t h e

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

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

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

o f  t h e  s u r f a c e  o r  s u b s u r f a c e  e s t a t e .

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

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

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

c o r p o r a t i o n ' s  p u r p o s e s .

( e) T h e  c o r p o r a t i o n ' s  o w n e r s h i p  o f  s t a t e  l a n d  e n t i t l e s  i t  t o
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e x c l u s i v e  u s e  a n d  c o n t r o l  o f  t h e  s u r f a c e ,  s u b s u r f a c e ,  c o m p l e t e  s u b ­

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

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

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

( f )  W h e n  p h y s i c a l  c o n d i t i o n s  r e q u i r e  t h a t  t r a c k  o r  o t h e r  r i g h t -

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

a n d  r e l o c a t e d  o n  s t a t e - o w n e d  l a n d  a d j a c e n t  t o  o r  i n  t h e  v i c i n i t y  o f  

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

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

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

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

t e d  t o  l a n d  a d e q u a t e  t o  r e s t o r e  o r  c o n t i n u e  s a f e  r a i l  o p e r a t i o n s  a t  a  

n o r m a l  l e v e l .

S e c .  4 2 . 4 0 . 4 3 0 .  E M I N E N T  D O M A I N  A N D  A C Q U I S I T I O N  O F  P R O P E R T Y  A N D  

M A T E R I A L S .  ( a )  T h e  c o r p o r a t i o n  m a y  e x e r c i s e  t h e  p o w e r  o f  e m i n e n t  

d o m a i n  u n d e r  A S  0 9 . 5 5 . 2 4 0  - 0 9 . 5 5 . 4 6 0  t o  a c q u i r e  l a n d  o r  a n  i n t e r e s t  

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

( b )  T h e  c o r p o r a t i o n  m a y  a c q u i r e  a  f e e  s i m p l e  t i t l e  w h e n e v e r ,  i n  

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

c a r r y  o u t  t h e  s t a t e ' s  l a w f u l  p u r p o s e s  i n  c o n d e m n i n g  p r o p e r t y .

( c )  T h e  c o r p o r a t i o n  m a y  f i l e  a  d e c l a r a t i o n  o f  t a k i n g  i n  t h e

m a n n e r  p r o v i d e d  f o r  t h e  s t a t e  u n d e r  A S  0 9 . 5 5 . 4 2 0 .

( d )  T h e  p o w e r  o f  e m i n e n t  d o m a i n  c o n f e r r e d  u n d e r  t h i s  s e c t i o n

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

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

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

S e c .  4 2 . 4 0 . 4 5 0 .  O T H E R  A S S E T S .  ( a) T h e  c o r p o r a t i o n  m a y  s u b m i t  

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

a c q u i s i t i o n  o f  i n t e r e s t s  i n  f e d e r a l  l a n d  a v a i l a b l e  u n d e r  f e d e r a l  l a w



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

2  c o n v e y a n c e s  o f  a l l  i n t e r e s t s  i n  i t s  o w n  n a m e .

3 ( b)  T h e  c o r p o r a t i o n ,  a s  a n  a g e n c y  o f  t h e  s t a t e ,  m a y  a c q u i r e  i n

4  i t s  o w n  n a m e  f r o m  t h e  U n i t e d  S t a t e s  u n d e r  5 0  A p p  U . S . C .  1 6 2 2  e t  s e q

5 ( t h e  S u r p l u s  P r o p e r t y  A c -  ^ f  1 9 4 4 ) ,  4 0  U . S . C .  4 7 1  e t  s e q  a s  a m e n d e d

6 ( t h e  F e d e r a l  P r o p e r t y  a n d  a d m i n i s t r a t i v e  S e r v i c e s  A c t  o f  1 9 4 9 ) ,  o r

7 o t h e r  l a w ,  p r o p e r t y  u n d e r  t h e  c o n t r o l  o f  a  f e d e r a l  d e p a r t m e n t  o r

8 a g e n c y  t h a t  i s  u s e f u l  f o r  t h e  c o r p o r a t i o n ' s  p u r p o s e s  a n d  m a y  a c q u i r e

9 f r o m  t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  p r o p e r t y  o f  t h e  s t a t e  m a d e

1 0  a v a i l a b l e  u n d e r  A S  4 4 . 7 1 . 0 1 0  - 4 4 . 7 1 . 0 4 0 .

1 1  A R T I C L E  6. F I N A N C I A L  P R O V I S I O N S .

1 2  S e c .  4 2 . 4 0 . 5 0 0 .  L I M I T A T I O N  O F  L I A B I L I T Y .  A  l i a b i l i t y  i n c u r r e d

13  b y  t h e  c o r p o r a t i o n  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 r o m  t h e  a s s e t s  o r

1 4  r e v e n u e  o f  t h e  c o r p o r a t i o n  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  h a s  a  r i g h t

1 5  o f  a c t i o n  a g a i n s t  t h e  s t a t e  b e c a u s e  o f  a  d e b t ,  o b l i g a t i o n ,  o r

1 6  l i a b i l i t y  o f  t h e  c o r p o r a t i o n .

1 7  S e c .  4 2 . 4 0 . 5 2 0 .  F I D E L I T Y  B O N D .  T h e  c o r p o r a t x o n  s h a l l  o b t a i n  a

1 8  f i d e l i t y  b o n d  i n  a n  a m o u n t  d e t e r m i n e d  b y  t h e  b o a r d  f o r  i t s  m e m b e r s  a n d

1 9  a n y  o f f i c e r  r e s p o n s i b l e  f o r  a c c o u n t s  a n d  f i n a n c e s .  A  b o n d  m u s t  b e  i n

2 0  e f f e c t  d u r i n g  t h e  e n t i r e  t e n u r e  i n  o f f i c e  o f  t h e  b o n d e d  p e r s o n .

2 1  S e c .  4 2 . 4 0 . 5 3 0 .  I N S U R A N C E .  T h e  c o r p o r a t i o n  s h a l l  k e e p  i n  f o r c e

2 2  p u b l i c  l i a b i l i t y  i n s u r a n c e  i n  a n  a m o u n t  r e a s o n a b l y  c a l c u l a t e d  t o  c o v e r

2 3  p o t e n t i a l  c l a i m s  f o r  b o d i l y  i n j u r y ,  d e a t h  o r  d i s a b i l i t y  a n d  p r o p e r t y

2 4  d a m a g e  t h a t  m a y  a r i s e  f r o m  o r  b e  r e l a t e d  t o  i t s  o p e r a t i o n s  a n d  a c t i v i -

2 5  t i e s ,  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 .

2 6  S e c .  4 2 . 4 0 . 5 4 0 .  C L A I M S .  (a )  A l l  c l a i m s  a n d  l a w s u i t s  i n v o l v i n g

2 7  a c t i v i t i e s  o f  t h e  r a i l r o a d ,  i n c l u d i n g  s u i t s  i n  c o n t r a c t ,  q u a s i - c o n -

2 8  t r a c t ,  o r  t o r t ,  s h a l l  b e  b r o u g h t  a g a i n s t  t h e  c o r p o r a t i o n ,  a n d  n o t

2 9  a g a i n s t  t h e  s t a t e .
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1 ( b )  I n  a  c l a i m  o r  o t h e r  l e g a l  a c t i o n  a g a i n s t  t h e  c o r p o r a t i o n

2  i n v o l v i n g  i t s  a c t i v i t i e s ,  i n c l u d i n g  t h e  e x p a n s i o n ,  e x t e n s i o n  a n d

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

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

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

6 i n  d e f e n d i n g  t h e  a c t i o n  a n d  f o r  t h e  f i n a n c i a l  l o s s e s  t o  t h e

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

8 a c t i o n .

9 ( c )  F o r  t h e  p u r p o s e s  o f  a c t i o n a b l e  c l a i m s ,  u n d e r t a k i n g s ,  p a y -

1 0  m e n t s  o f  j u d g m e n t s ,  e x e c u t i o n ,  i n t e r e s t ,  p u n i t i v e  d a m a g e s ,  s t a t u t e s  o f

1 1  l i m i t a t i o n s ,  b o n d s ,  c o s t s ,  a n d  s i m i l a r  m a t t e r s  r e l a t e d  t o  t h e  p r e s -

1 2  e n t a t i o n  a n d  p r o s e c u t i o n  o f  c l a i m s  b y  a n d  a g a i n s t  t h e  c o r p o r a t i o n ,  t h e

1 3  c o r p o r a t i o n  a n d  i t 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  e n j o y  t h e  s a m e  r i g h t s ,

1 4  p r i v i l e g e s ,  a n d  i m m u n i t i e s  a s  t h e  s t a t e  a n d  s t a t e  o f f i c e r s  a s  p r o v i d e d

1 5  i n  A S  0 9 . 1 0 . 1 2 0 ,  A S  0 9 . 5 0 . 2 5 0  - 0 9 . 5 0 . 2 9 0 ,  a n d  A S  0 9 . 6 5 . 0 4 0 .

1 6  (d )  C l a i m s  a g a i n s t  t h e  c o r p o r a t i o n  a r e  n o t  s u b j e c t  t o  t h e

17 p r o v i s i o n s  o f  A S  4 4 . 7 7 . 0 1 0  - 4 4 . 7 7 . 0 7 0  r e g a r d i n g  c l a i m s  a g a i n s t  t h e

18  s t a t e .

19  ( e )  T h e  c o r p o r a t i o n  i s  n o t  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  4 4 . -

2 0  8 0 . 0 1 0 ,  r e g a r d i n g  t h e  s t a t e  a s  a p a r t y  t o  a n  a c t i o n .

2 1  S e c .  4 2 . 4 0 . 5 5 0 .  R E V E N U E .  R e v e n u e  g e n e r a t e d  b y  o r  a p p r o p r i a t e d

2 2  t o  t h e  c o r p o r a t i o n  s h a l l  b e  r e t a i n e d  a n d  m a n a g e d  b y  t h e  c o r p o r a t i o n

2 3  f o r  r a i l r o a d  a n d  r e l a t e d  p u r p o s e s  a s  r e q u i r e d  b y  4 5  U . S . C .  1 2 0 7 ( a ) ( 5 )

2 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .

2 5  S e c .  4 2 . 4 0 . 5 6 0 .  A P P R O P R I A T I O N S .  T h e  c o r p o r a t i o n  m a y  r e q u e s t ,

2 6  w i t h  t h e  c o n c u r r e n c e  o f  t h e  g o v e r n o r ,  a d i r e c t  a p p r o p r i a t i o n  o r  g r a n t

2 7  f r o m  t h e  l e g i s l a t u r e  t o  a s s i s t  i n  c a r r y i n g  o u t  t h e  p r o v i s i o n s  o f

2 8  A S  4 2 . 4 0 . 3 0 0  a n d  4 2 . 4 0 . 3 1 0 .

2 9  S e c .  4 2 . 4 0 . 5 7 0 .  B O N D S  A N D  N O T E S .  ( a )  T h e  c o r p o r a t i o n  b y
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1 r e s o l u t i o n  m a y  i s s u e  b o n d s  a n d  b o n d  a n t i c i p a t i o n  n o t e s  t o  p r o v i d e

2  m o n e y  t o  c a r r y  o u t  i t s  p u r p o s e s .

3 (b )  T h e  p r i n c i p a l  a n d  i n t e r e s t  o n  b o n d s  o r  n o t e s  o f  t h e  c o r p o -

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

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

P
6 f r o m  t h e  f e d e r a l  g o v e r n m e n t  o r  a  c o r p o r a t i o n ,  a s s o c i a t i o n ,  i n s t i t u t i o n

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

8 f r o m  a n y  s o u r c e .

9 ( c )  B o n d  a n t i c i p a t i o n  n o t e s  m a y  b e  p a y a b l e  f r o m  t h e  p r o c e e d s  o f

1 0  t h e  s a l e  o f  b o n d s  o r  o t h e r  b o n d  a n t i c i p a t i o n  n o t e s ,  o r ,  i f  b o n d  o r

1 1  b o n d  a n t i c i p a t i o n  n o t e  p r o c e e d s  a r e  n o t  a v a i l a b l e ,  f r o m  o t h e r  m o n e y  o r

1 2  a s s e t s  o f  t h e  c o r p o r a t i o n .

1 3  ( d) B o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e s  m a y  b e  i s s u e d  i n  o n e  o r

1 4  m o r e  s e r i e s  a n d  s h a l l ,  a s  p r o v i d e d  b y  t h e  r e s o l u t i o n  o f  t h e  b o a r d ,

1 5  ( 1)  b e  d a t e d ;

1 6  ( 2)  b e a r  i n t e r e s t  a t  a  r e q u i r e d  r a t e  o r  r a t e s  p e r  y e a r  o r

17  w i t h i n  a  m a x i m u m  r a t e ;

1 8  ( 3)  b e  i n  a  r e q u i r e d  d e n o m i n a t i o n ;

1 9  (4) b e  i n  a  c o u p o n  o r  r e g i s t e r e d  f o r m ;

2 0  (5 )  c a r r y  c o n v e r s i o n  o r  r e g i s t r a t i o n  p r o v i s i o n s ;

2 1  (6 )  h a v e  a  r e q u i r e d  r a n k  o r  p r i o r i t y ;

2 2  (7 )  b e  e x e c u t e d  i n  t h e  r e q u i r e d  m a n n e r  a n d  f o r m ;

2 3  (8 )  b e  p a y a b l e  a s  r e q u i r e d  f r o m  t h e  s o u r c e s ,  i n  t h e  m e d i u m

2 4  o f  p a y m e n t ,  a n d  p l a c e  o r  p l a c e s  i n s i d e  o r  o u t s i d e  t h e  s t a t e ;

2 5  ( 9 )  b e  s u b j e c t  t o  a u t h e n t i c a t i o n  b y  a  t r u s t e e  o r  f i s c a l

2 6  a g e n t ;  a n d

2 7  ( 1 0 )  b e  s u b j e c t  t o  t e r m s  o f  r e d e m p t i o n  w i t h  o r  w i t h o u t

2 8  p r e m i u m .

2 9  (e)  B o n d s  o r  b o n d  a n t i c i p a t i o n  n o t e s  m a y  b e  s o l d  i n  t h e  m a n n e r ,



•: • • • .

1  o n  t h e  t e r m s ,  a n d  a t  t h e  p r i c e  t h e  b o a r d  d e t e r m i n e s .  B o n d  a n t i c i p a -

2 t i o n  n o t e s  s h a l l  m a t u r e  a t  t h e  t i m e  o r  t i m e s  d e t e r m i n e d  b y  t h e  b o a r d .
.. 4  ■■■ "■ Av: • ■ ■ . . ,

3 B o n d s  s h a l l  m a t u r e  a t  t h e  t i m e ,  n o t  e x c e e d i n g  5 0  y e a r s  f r o m  t h e i r

4  d a t e ,  d e t e r m i n e d  b y  t h e  b o a r d .

5 ( f )  T h e  c o r p o r a t i o n  m a y  b y  p r o v i s i o n s  i n  a  r e s o l u t i o n  a u t h o r i z -

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

7 e n t e r  i n t o  t h e  f o l l o w i n g  a g r e e m e n t s  w i t h  t h e  h o l d e r s  o f  t h e  b o n d s  o r

8 b o n d  a n t i c i p a t i o n  n o t e s :

9 (1 )  p l e d g e  a l l  o r  p a r t  o f  i t s  r e v e n u e  t o  w h i c h  i t s  r i g h t

1 0  t h e n  e x i s t s  o r  m a y  t h e r e a f t e r  e x i s t ,  t h e  m o n e y  d e r i v e d  f r o m  t h e  r e v e -

1 1  n u e ,  a n d  t h e  p r o c e e d s  o f  i t s  b o n d s  o r  n o t e s ;

1 2  ( 2 )  c o v e n a n t  a g a i n s t  p l e d g i n g  a l l  o r  p a r t  o f  i t s  r e v e n u e ,

1 3  o r  a g a i n s t  p e r m i t t i n g  o r  s u f f e r i n g  a  l i e n  o n  i t s  r e v e n u e  o r  p r o p e r t y ;

1 4  (3 )  c o v e n a n t  a s  t o  e s t a b l i s h m e n t  o f  r e s e r v e s  o r  s i n k i n g

1 5  f u n d s  a n d  p r o v i d e  f o r ,  r e g u l a t e ,  a n d  d i s p o s e  o f  t h e  r e s e r v e s  o r  s i n k -

1 6  i n g  f u n d s ;

17 ( 4 )  c o v e n a n t  r e g a r d i n g  l i m i t a t i o n s  o n  a  r i g h t  t o  s e l l  o r

18  o t h e r w i s e  d i s p o s e  o f  p r o p e r t y  o f  a n y  k i n d ;

19 ( 5 )  c o v e n a n t  a s  t o  b o n d s  a n d  n o t e s  t o  b e  i s s u e d ,  t h e i r

2 0  l i m i t a t i o n s ,  t e r m s  a n d  c o n d i t i o n s ,  t h e  c u s t o d y ,  a p p l i c a t i o n  a n d  d i s p o -

2 1  s i t i o n  o f  t h e  p r o c e e d s  o f  t h e  b o n d s  a n d  n o t e s ;

2 2  (6 )  c o v e n a n t  a s  t o  t h e  i s s u a n c e  o f  a d d i t i o n a l  b o n d s  o r

2 3  n o t e s ,  o r  l i m i t a t i o n s  o n  t h e  i s s u a n c e  o f  a d d i t i o n a l  b o n d s  o r  n o t e s ,

2 4  a n d  t h e  i n c u r r i n g  o f  o t h e r  d e b t s ;

2 5  (7 )  c o v e n a n t  a s  t o  t h e  p a y m e n t  o f  t h e  p r i n c i p a l  o f  o r

2 6  i n t e r e s t  o n  t h e  b o n d s  o r  n o t e s ,  t h e  s o u r c e s  a n d  m e t h o d s  o f  p a y m e n t ,

2 7  t h e  r a n k  o r  p r i o r i t y  o f  t h e  b o n d s  o r  n o t e s  w i t h  r e s p e c t  t o  a  l i e n  o r

2 8  s e c u r i t y ,  o r  t h e  a c c e l e r a t i o n  o f  t h e  m a t u r i t y  o f  t h e  b o n d s  o r  n o t e s ;

2 9  ( 8 )  p r o v i d e  f o r  t h e  r e p l a c e m e n t  o f  l o s t ,  s t o l e n ,  d e s t r o y e d
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1 o r  m u t i l a t e d  b o n d s  o r  n o t e s ;

2 (9 )  c o v e n a n t  a g a i n s t  e x t e n d i n g  t h e  t i m e  f o r  t h e  p a y m e n t  o f

3 b o n d s  o r  n o t e s ,  o r  i n t e r e s t  o n  t h e  b o n d s  o r  n o t e s ;

4  ( 1 0 )  c o v e n a n t  a s  t o  t h e  r e d e m p t i o n  o f  b o n d s  o r  n o t e s  a n d

5 p r i v i l e g e s  o f  t h e i r  e x c h a n g e  f o r  o t h e r  b o n d s  o r  n o t e s  o f  t h e  c o r p o -

6 r a t i o n ;

7 ( 1 1 )  c o v e n a n t  t o  c r e a t e  o r  a u t h o r i z e  t h e  c r e a t i o n  o f  s p e c i a l

8 f u n d s  o f  m o n e y  t o  b e  h e l d  i n  p l e d g e  o r  o t h e r w i s e  f o r  o p e r a t i n g  e x -

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

1 0  p u r p o s e s ,  a n d  a s  t o  t h e  u s e  a n d  d i s p o s i t i o n  o f  t h e  m o n e y  h e l d  i n  t h e

1 1  f u n d s ;

1 2  ( 1 2 )  e s t a b l i s h  t h e  p r o c e d u r e  b y  w h i c h  t h e  t e r m s  o f  a  c o n -

1 3  t r a c t  o r  c o v e n a n t  w i t h  o r  f o r  t h e  b e n e f i t  o f  t h e  h o l d e r s  o f  b o n d s  o r

1 4  n o t e s  m a y  b e  a m e n d e d  o r  a b r o g a t e d ,  t h e  a m o u n t  o f  b o n d s  o r  n o t e s  t h e

1 5  h o l d e r s  o f  w h i c h  m u s t  c o n s e n t  t o  a m e n d m e n t  o r  a b r o g a t i o n ,  a n d  t h e

1 6  m a n n e r  i n  w h i c h  t h e  c o n s e n t  m a y  b e  g i v e n ;

17 ( 1 3 )  c o v e n a n t  a s  t o  t h e  c u s t o d y  o f  a n y  o f  i t s  p r o p e r t i e s  o r

18 i n v e s t m e n t s ,  t h e i r  s a f e k e e p i n g  a n d  i n s u r a n c e ,  a n d  t h e  u s e  a n d  d i s p o s i -

1 9  t i o n  o f  i n s u r a n c e  m o n e y ;

2 0  ( 1 4 )  v e s t  i n  a  t r u s t e e  o r  t r u s t e e s  i n s i d e  o r  o u t s i d e  t h e

2 1  s t a t e  p r o p e r t y ,  r i g h t s ,  p o w e r s  a n d  d u t i e s  i n  t r u s t  a s  t h e  c o r p o r a t i o n

2 2  m a y  d e t e r m i n e  t h a t  m a y  i n c l u d e  a n y  o r  a l l  o f  t h e  r i g h t s ,  p o w e r s  a n d

2 3  d u t i e s  o f  a  t r u s t e e  a p p o i n t e d  b y  t h e  h o l d e r s  o f  b o n d s  o r  n o t e s  o f  t h e

2 4  c o r p o r a t i o n ,  a n d  t o  l i m i t  o r  a b r o g a t e  t h e  r i g h t s  o f  t h e  h o l d e r s  o f  t h e

2 5  b o n d s  o r  n o t e s  o f  t h e  c o r p o r a t i o n  t o  a p p o i n t  a  t r u s t e e  u n d e r  t h i s

2 6  c h a p t e r  o r  l i m i t  t h e  r i g h t s ,  p o w e r s  a n d  d u t i e s  o f  t h e  t r u s t e e ;

2 7  ( 1 5 )  p a y  t h e  c o s t s  o r  e x p e n s e s  i n c i d e n t  t o  t h e  e n f o r c e m e n t

2 8  o f  t h e  b o n d s  o r  n o t e s ,  o f  t h e  p r o v i s i o n s  o f  t h e  r e s o l u t i o n ,  o r  o f  a

2 9  c o v e n a n t  o r  a g r e e m e n t  o f  t h e  c o r p o r a t i o n  w i t h  t h e  h o l d e r s  o f  i t s  b o n d s



( 1 6 )  a g r e e  w i t h  a  c o r p o r a t i o n  t r u s t e e ,  t h a t  m a y  b e  a  t r u s t  

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

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

i n  w h i c h  t h e  c o r p o r a t i o n  h a s  a  r i g h t  o r  i n t e r e s t ;  t h e  a g r e e m e n t  m a y

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

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

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

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

c o r p o r a t i o n ;

( 1 7 )  a p p o i n t  a n d  p r o v i d e  f o r  t h e  d u t i e s  a n d  o b l i g a t i o n s  o f  a

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

( 1 8 )  l i m i t  t h e  r i g h t s  o f  t h e  h o l d e r s  o f  b o n d s  o r  n o t e s  o f  

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

n o t e s ;  a n d

( 1 9 )  m a k e  c ' v e n a n t s  o t h e r  t h a n  a n d  i n  a d d i t i o n  t o  t h e  c o v e ­

n a n t s  e x p r e s s l y  a u t h o r i z e d  i n  t h i s  s e c t i o n ,  o f  l i k e  o r  d i f f e r e n t  

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

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

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

m a r k e t a b l e .

S e c .  4 2 . 4 0 . 5 8 0 .  I N T E R I M  R E C E I P T S ,  T E M P O R A R Y  B O N D S ,  A N D  T E M P O R A R Y  

B O N D  A N T I C I P A T I O N  N O T E S .  B e f o r e  t h e  p r e p a r a t i o n  o f  d e f i n i t i v e  b o n d s  

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

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

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

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

a v a i l a b l e  f o r  d e l i v e r y .

S e c .  4 2 . 4 0 . 5 9 0 .  V A L I D I T Y  O F  S I G N A T U R E S .  I f  a n  o f f i c e r  w h o s e

o r  n o t e s ;



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

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

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

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

S e c .  4 2 . 4 0 . 6 0 0 .  I N D E P E N D E N T  F I N A N C I / L  A D V I S O R .  I n  n e g o t i a t i n g  

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

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

f r o m  t h e  u n d e r w r i t e r .

S e c .  4 2 . 4 0 . 6 1 0 .  V A L I D I T Y  O F  P L E D G E .  ( a )  T h e  p l e d g e  o f  a s s e t s  

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

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

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

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

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

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

(b )  N o t h i n g  i n  t h i s  s e c t i o n  p r o h i b i t s  t h e  c o r p o r a t i o n  f r o m  

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

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

a n c e  o f  t h e  b o n d s  o r  n o t e s .

S e c .  4 2 . 4 0 . 6 2 0 .  R E M E D I E S .  A  h o l d e r  o f  b o n d s  o r  n o t e s  i s s u e d  

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

a  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  a u t h o r i z i n g  t h e  i s s u a n c e  o f  t h e  b o n d s  

o r  n o t e s ,  e x c e p t  a s  r e s t r i c t e d  b y  a  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 ,  

e i t h e r  a t  l a w  o r  i n  e q u i t y ,  m a y

(1 )  e n f o r c e  a l l  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 ,  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 r  a n j  o t h e r  c o n t r a c t  e x e c u t e d  b y  t h e  

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

(2 )  c o m p e l  t h e  p e r f o r m a n c e  o f  a l l  d u t i e s  o f  t h e  c o r p o r a t i o n
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1 r e q u i r e d  b y  t h i s  c h a p t e r  o r  b y  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 .

2 S e c .  4 2 . 4 0 . 6 3 0 .  N E G O T I A B L E  I N S T R U M E N T S .  B o n d s  a n d  n o t e s  i s s u e d

3 u n d e r  t h i s  c h a p t e r  a n d  i n t e r e s t  c o u p o n s  a t t a c h e d  t o  t h e m  a r e  n e g o -

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

5 a p p l i c a b l e  p r o v i s i o n s  f o r  r e g i s t r a t i o n .

6 S e c .  4 2 . 4 0 . 6 4 0 .  B O N D S  A N D  N O T E S  E L I G I B L E  F O R  I N V E S T M E N T .  B o n d s

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

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

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

1 0  i n v e s t m e n t  c o m p a n i e s ,  e x e c u t o r s ,  a d m i n i s t r a t o r s ,  t r u s t e e s  a n d  o t h e r

1 1  f i d u c i a r i e s  m a y  p r o p e r l y  a n d  l e g a l l y  i n v e s t  f u n d s ,  i n c l u d i n g  c a p i t a l

1 2  i n  t h e i r  c o n t r o l  o r  b e l o n g i n g  t o  t h e m .  T h e s e  b o n d s  a n d  n o t e s  m a y  b e

1 3  d e p o s i t e d  w i t h  a  s t a t e  o r  m u n i c i p a l  o f f i c e r  o f  a n  a g e n c y  o r  p o l i t i c a l

1 4  s u b d i v i s i o n  o f  t h e  s t a t e  f o r  a n y  p u r p o s e  f o r  w h i c h  t h e  d e p o s i t  o f

15 b o n d s  o r  n o t e s  o f  t h e  s t a t e  i s  a u t h o r i z e d  b y  l a w .

1 6  S e c .  4 2 . 4 0 . 6 5 0 .  R E F U N D I N G  B O N D S .  ( a )  T h e  c o r p o r a t i o n  m a y

1 7  p r o v i d e  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  f o r  t h e  p u r p o s e  o f  r e f u n d -

1 8  i n g  b o n d s  t h e n  o u t s t a n d i n g  t h a t  h a v e  b e e n  i s s u e d  u n d e r  t h i s  c h a p t e r ,

1 9  i n c l u d i n g  t h e  p a y m e n t  o f  a  r e d e m p t i o n  p r e m i u m  o n  t h e m  a n d  i n t e r e s t

2 0  t h a t  a c c r u e s  t o  t h e  d a t e  o f  r e d e m p t i o n  o f  t h e  b o n d s .  R e f u n d i n g  b o n d s

2 1  s h a l l  b e  i s s u e d  i n  a c c o r d a n c e  w i t h  p r o v i s i o n s  o f  t h i s  c h a p t e r  t h a t

2 2  r e l a t e  t o  t h e  i s s u a n c e  o f  b o n d s  t o  t h e  e x t e n t  t h o s e  p r o v i s i o n s  a r e

2 3  a p p r o p r i a t e .

2 4  (b )  R e f u n d i n g  b o n d s  m a y  b e  s o l d  o r  e x c h a n g e d  f o r  o u t s t a n d i n g

2 5  b o n d s  i s s u e d  u n d e r  t h i s  c h a p t e r  a n d  t h e  p r o c e e d s  m a y  b e  a p p l i e d  t o  t h e

2 6  p u r c h a s e ,  r e d e m p t i o n  o r  p a y m e n t  o f  t h e  o u t s t a n d i n g  b o n d s  i n  a d d i t i o n

2 7  t o  o t h e r  a u t h o r i z e d  p u r p o° c t .  P e n d i n g  t h e  a p p l i c a t i o n  o f  t h e  p r o c e e d s

2 8  o f  r e f u n d i n g  b o n d s  t o  t h e  p a y m e n t  o f  t h e  p r i n c i p a l ,  a c c r u e d  i n t e r e s t

2 9  a n d  r e d e m p t i o n  p r e m i u m  o n  t h e  b o n d s  b e i n g  r e f u n d e d ,  a n d ,  i f  p e r m i t t e d
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1 i n  t h e  r e s o l u t i o n  a u t h o r i z i n g  t h e  i s s u a n c e  o f  t h e  r e f u n d i n g  b o n d s  o r

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

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

4  p r o c e e d s  m a y  b e  i n v e s t e d  i n  d i r e c t  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  o r

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

6 t i o n a l l y  g u a r a n t e e d  b y  t h e  U n i t e d  S t a t e s  t h a t  m a t u r e  o r  m a y  b e  r e -

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

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

9 p u r p o s e s  i n t e n d e d .

1 0  S e c .  4 2 . 4 0 . 6 6 0 . _  C R E D I T  O F  S T A T E  N O T  P L E D G E D .  (a)  T h e  s t a t e  a n d

1 1  i t s  p o l i t i c a l  s u b d i v i s i o n s  a r e  n o t  l i a b l e  f o r  t h e  d e b t s  o f  t h e  c o r p o -

1 2  r a t i o n .  B o n d s  a n d  n o t e s  i s s u e d  u n d e r  t h i s  c h a p t e r  a r e  p a y a b l e  s o l e l y

1 3  f r o m  t h e  r e v e n u e  o r  a s s e t s  o f  t h e  c o r p o r a t i o n  a n d  d o  n o t  c o n s t i t u t e  a

1 4  (1 )  d e b t ,  l i a b i l i t y ,  o r  o b l i g a t i o n  o f  t h e  s t a t e  o r  o f  a

15 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 ;  o r

16  (2 )  p l e d g e  o f  t h e  f a i t h  a n d  c r e d i t  o f  t h e  s t a t e  o r  o f  a

1 7  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 .

18 ( b )  T h e  c o r p o r a t i o n  m a y  n o t  p l e d g e  t h e  c r e d i t  o r  t h e  t a x i n g

1 9  p o w e r  o f  t h e  s t a t e  o r  i t s  p o l i t i c a l  s u b d i v i s i o n s .  E a c h  b o n d  a n d  n o t e

2 0  i s s u e d  u n d e r  t h i s  c h a p t e r  s h a l l  c o n t a i n  o n  i t s  f a c e  a  s t a t e m e n t  t h a t

2 1  ( 1) t h e  c o r p o r a t i o n  i s  n o t  o b l i g a t e d  t o  p a y  i t  o r  t h e

2 2  i n t e r e s t  o n  i t  e x c e p t  f r o m  t h e  r e v e n u e  o r  a s s e t s  p l e d g e d  f o r  i t ;  a n d

2 3  (2 )  n e i t h e r  t h e  f a i t h  a n d  c r e d i t  n o r  t h e  t a x i n g  p o w e r  o f

2 4  t h e  s t a t e  o r  o f  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  i s  p l e d g e d  t o  t h e

2 5  p a y m e n t  o f  it.

2 6  S e c .  4 2 . 4 0 . 6 7 0 .  O F F I C E R S  N O T  L I A B L E .  A n  o f f i c e r  o r  e m p l o y e e  o f

2 7  t h e  c o r p o r a t i o n  i s  n o t  s u b j e c t  t o  p e r s o n a l  l i a b i l i t y  o r  a c c o u n t a b i l i t y

2 8  b e c a u s e  o f  t h e  e x e c u t i o n  o r  i s s u a n c e  o f  b o n d s  o r  n o t e s .

2 9  S e c .  4 2 . 4 0 . 6 8 0 .  E X E M P T I O N  F R O M  T A X A T I O N .  (a )  T h e  r e a l  a n d
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12
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1 4

15

16

17

18

19

2 0  

21  

22

2 3

2 4

2 5

2 6

2 7

2 8  

2 9

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

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

s t a t e  o r  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 .

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

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

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

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

o t h e r  t h a n  t h e  c o r p o r a t i o n .

( c )  T h e  e x e r c i s e  o f  t h e  p o w e r s  g r a n t e d  b y  t h i s  c h a p t e r  s h a l l  b e  

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

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

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

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

( d )  B o n d s  a n d  n o t e s  i s s u e d  u n d e r  t h i s  c h a p t e r  a r e  i s s u e d  b y  a  

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

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

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

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

t h e  b o n d s  ar.d n o t e s  o r  i n t e r e s t  o n  t h e m ,  a r e  e x e m p t  f r o m  t a x a t i o n  

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

S e c .  4 2 . 4 0 . 6 9 0 .  R E V E R S I O N  O F  A S S E T S .  I f  t h e  c o r p o r a t i o n  c e a s e s  

t o  e x i s t ,  f o r  w h a t e v e r  r e a s o n ,  i t s  a s s e t s  r e v e r t  t o  t h e  s t a t e .

A R T I C L E  7. P E R S O N N E L  A N D  L A B O R  R E L A T I O N S .

S e c .  4 2 . 4 0 . 7 0 0  P E R S O N N E L .  ( a )  E m p l o y e e s  o f  t h e  A l a s k a  R a i l r o a d  

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

o f  A S  3 9  d o  n o t  a p p l y  t o  e m p l o y e e s  o f  t h e  c o r p o r a t i o n .

( b )  T h e  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  b e t w e e n  t h e  c o r p o r a t i o n  

a n d  i t s  e m p l o y e e s  s h a l l  r e m a i n  i n  e f f e c t  u n t i l  t h e y  e x p i r e  b y  t h e i r
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1 t e r m s  o r ,  a s  r e q u i r e d  u n d e r  4 5  U . S . C .  1 2 0 6  ( A l a s k a  R a i l r o a d  T r a n s f e r

2  A c t  o f  1 9 8 2 ) ,  t h e y  a r e  r e n e g o t i a t e 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

3 b o a r d .

4  ( c )  T h e  c o r p o r a t i o n  m a y  n o t  e n t e r  i n t o  a  c o l l e c t i v e  b a r g a i n i n g

5 a g r e e m e n t  c o n c e r n i n g  w a g e s ,  h o u r s ,  w o r k i n g  c o n d i t i o n s  o r  o t h e r

6 e m p l o y m e n t  t e r m s ,  c o n d i t i o n s  a n d  b e n e f i t s  w i t h  a n  o r g a n i z a t i o n

7 r e p r e s e n t i n g  t h e  c o r p o r a t i o n ' s  c h i e f  e x e c u t i v e  o f f i c i a l  o r  e x e c u t i v e

8 o f f i c i a l s  a p p o i n t e d  b y  t h e  c h i e f  e x e c u t i v e  o f f i c i a l .

9 S e c .  4 2 . 4 0 . 7 1 0 .  P O L I T I C A L  A C T I V I T I E S .  ( a) M o n e y ,  a s s e t s ,  o r

1 0  p r o p e r t y  o f  t h e  c o r p o r a t i o n  m a y  n o t  b e  u s e d  f o r  p o l i t i c a l  a c t i v i t y .

1 1  H o w e v e r ,  b o a r d  m e m b e r s  a n d  e m p l o y e e s  o f  t h e  c o r p o r a t i o n  m a y  u p o n

1 2  r e q u e s t  c o m m u n i c a t e  w i t h  a n d  a p p e a r  b e f o r e  c o m m i t t e e s  o f  C o n g r e s s ,  t h e

1 3  s t a t e  l e g i s l a t u r e ,  a n d  m u n i c i p a l  g o v e r n i n g  b o d i e s  i n  c o n n e c t i o n  w i t h

1 4  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  c o r p o r a t i o n .

1 5  ( b)  A  b o a r d  m e m b e r  o r  e m p l o y e e  w h o  v i o l a t e s  t h e  p r o v i s i o n s  o f

1 6  t h i s  s e c t i o n  i s  p e r s o n a l l y  s u b j e c t  t o  a  c i v i l  p e n a l t y  a s s e s s e d  b y  a

1 7  j u d g e  o f  t h e  s u p e r i o r  c o u r t  i n  a n  a m o u n t  n o t  t o  e x c e e d  $ 5 , 0 0 0 .  A n

1 8  a c t i o n  t o  e n f o r c e  t h i s  s e c t i o n  m a y  b e  b r o u g h t  b y  a n y  p e r s o n .

1 9  A R T I C L E  8. G E N E R A L  P R O V I S I O N S .

2 0  S e c .  4 2 . 4 0 . 9 0 0 .  A P P L I C A T I O N  O F  E X I S T I N G  S T A N D A R D S .  T h e  A l a s k a

2 1  R a i l r o a d  C o r p o r a t i o n  i s  n o t  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  A l a s k a

2 2  T r a n s p o r t a t i o n  C o m m i s s i o n .  T h e  f o l l o w i n g  l a w s  d o  n o t  a p p l y  t o  t h e

2 3  o p e r 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  C o r p o r a t i o n :

2 4  (1 )  A S  1 9 ;

2 5  (2 )  A S  3 0 . 1 5 ;

2 6  (3 )  A S  3 5 ;

2 7  (4) A S  3 7 . 0 5 ;

2 8  (5 )  A S  3 7 . 0 7 ;

2 9  ( 6 )  A S  3 7 . 1 0 . 0 1 0  - 3 7 . 1 0 . 0 6 0 ;
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1 ( 7 )  A S  3 7 . 1 0 . 0 8 5 ;

2  (8 )  A S  3 7 . 2 0 ;  .

3 (9 )  A S  3 7 . 2 5 ;

4  ( 1 0 )  A S  4 4 . 6 2 . 0 4 0  - 4 4 . 6 2 . 3 2 0 .

5 S e c .  4 2 . 4 0 . 9 5 0 .  D E F I N I T I O N S .  I n  t h i s  c h a p t e r ,

6 ( 1 )  " b o a r d "  m e a n s  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

7 R a i l r o a d  C o r p o r a t i o n ;

8 (2 )  " c o r p o r a t i o n "  m e a n s  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ;

9 (3 )  " d a t e  o f  t r a n s f e r "  m e a n s  t h e  d a t e  o n  w h i c h  t h e  U n i t e d

1 0  S t a t e s  S e c r e t a r y  o f  T r a n s p o r t a t i o n  d e l i v e r s  t h e  d e e d  o f  c o n v e y a n c e  f o r

1 1  t h e  p r o p e r t i e s  o f  t h e  A l a s k a  R a i l r o a d  u n d e r  4 5  U . S . C .  1 2 0 1 - 1 2 1 4

1 2  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) ;

1 3  ( 4 )  " e m p l o y e e s "  m e a n s  a l l  p e r s o n s  e m p l o y e d  b y  t h e

1 4  c o r p o r a t i o n  i n c l u d i n g  e x e c u t i v e  o f f i c i a l s ;

1 5  ( 5 )  " r a i l r o a d  u t i l i t y  c o r r i d o r "  m e a n s  a  r i g h t - o f - w a y  f o r

1 6  r a i l r o a d  a n d  r e l a t e d  p u r p o s e s  a s  d e f i n e d  i n  4 5  U . S . C .  1 2 0 2 ( 1 1 )  ( A l a s k a

17  R a i l r o a d  T r a n s f e r  A c t  o f  1 9 8 2 ) .

1 8  (6 )  " l a n d "  m e a n s  a l l  r e a l  p r o p e r t y ,  i n c l u d i n g  t i d e  a n d

1 9  s u b m e r g e d  l a n d ;

2 0  (7 )  " r a i l  p r o p e r t i e s "  m e a n s  a l l  r e a l  a n d  p e r s o n a l  p r o p e r t y ,

2 1  t a n g i b l e  a n d  i n t a n g i b l e ,  o f  t h e  c o r p o r a t i o n .

2 2  S e c .  4 2 . 4 0 . 9 9 0 .  S H O R T  T I T L E .  T h i s  c h a p t e r  m a y  b e  r e f e r r e d  t o  a s

2 3  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  A c t .

2 4  *  S e c .  3. 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 .  I f  p r o v i s i o n s  o f  t h i s  A c t  a r e

2 5  i n  c o n f l i c t  w i t h  t h e  p r o v i s i o n s  o f  o t h e r  l a w ,  t h e  p r o v i s i o n s  o f  t h i s  A c t

2 6  p r e v a i l .  W h e r e  p o s s i b l e ,  p r o v i s i o n s  o f  t h i s  A c t  s h a l l  b e  c o n s t r u e d  s o  t h a t

2 7  t h e y  d o  n o t  c o n f l i c t  w i t h  4 5  U . S . C .  1 2 0 1 - 1 2 1 4  ( A l a s k a  R a i l r o a d  T r a n s f e r  A c t

2 8  o f  1 9 8 2 ) .

2 9  *  S e c .  4. A P P O I N T M E N T  O F  F I R S T  B O A R D  O F  D I R E C T O R S  O F  A L A S K A  R A I L R O A D
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C O R P O R A T I O N .  N o t w i t h s t a n d i n g  A S  4 2 . 4 0 . 0 2 0  e n a c t e d  i n  s e c .  1 o f  t h i s  A c t ,  

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

f i r s t  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  C o r p o r a t i o n  a s  f o l l o w s :

( 1 )  o n e  s h a l l  s e r v e  a  t e r m  o f  t w o  y e a r s ;

( 2 )  o n e  s h a l l  s e r v e  a  t e r m  o f  t h r e e  y e a r s ;

( 3 )  o n e  s h a l l  s e r v e  a  t e r m  o f  f o u r  y e a r s ;  a n d

( 4 )  t w o  s h a l l  s e r v e  a  t e r m  o f  f i v e  y e a r s .

*  S e c .  5. E F F E C T I V E  D A T E .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  i n  

a c c o r d a n c e  w i t h  A S  0 1 . 1 0 . 0 7 0 ( c ) .
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