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The Committee on TRANSPORTATION has had HB 312

"An Act establishing the Alaska Railroad Corporation to manage and
operate the Alaoka Railroad; and providing for an effective date."
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HB0512
02255
01/13/84
HOUSE
HOUSE BILL NO. 512 by Hayes, Ringstad, Shultz, Abood, Fritz,
Furnace, Cato, Fuller, Uehling, Bettisworth and Tischer,
entitled:
"An Act establishing the Alaska Railroad
Corporation to manage and operate the
Alaska Railroad; and providing for an
effective date.""
was read the first time and referred to the Transportation
and Finance Committees.
HB0512
03033
03/23/84
HOUSE
The Transportation Committee has had HOUSE BILL NO. 512
(establishing the Alaska Railroad Corporation to manage arid
operate the Alaska Railroad; effective date) under con—
sideration, recommends it be replaced with COMMITTEE SUBSTI —
TUTE FOR HOUSE BILL NO. 512 (Transportation) (same title)
and reports it back as follows: Cato (Chairman), Abood,
Herrmann, Bettisworth, MW.. Miller and Flood recommend do
pass; McBride and Davis have no recommendation. A fiscal
note was attached.
HB 512 was referred to the Finance Committee.
The fiscal note appears in House Journal Supplement No. 113.

The Finance Committee has had HOUSE BILL NO. 512 (establish—
ing the Alaska Railroad Corporation to manage and operate
the Alaska Railroad; effective date) under consideration,
recommends it be replaced with COMMITTEE SUBSTITUTE FOR
HOUSE BILL NO. 512 (Finance)(same title) and reports it
back as follows: Fritz and Bettisworth recommend do pass;
Adams  (Chairman), Grussendorf, Hurlbert, Ward, Martin,
Duncan and [l.indauer have no recommendation; Zharoff signed
do not pass; Furnace signed "Bad Bill". A new fiscal note
was uttached.

HB 512 was referred to the Rules Committee for placement on
the calendar.
The new fiscal note appears in House Journal Supplement No.

138.
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PAGE 03627

DATE 05/03/84

CHAMBER HOUSE

TEXT Representative Barnes moved and asked unanimous consent

that HOUSE BILL NO. 512 (establishing the Alaska Railroad
Corporation to manage and operate the Alaska Railroad;
effective date) and pending amendments be returned to the
Rules Committee.

Representative Clocksin objected and withdrew his objection.
There being no further objection, HB 512 was taken from the
calendar and returned to the Rules Committee.



AK Railroad
Corporation
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(establishing)
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HOUSE BILL NO. 512. by Reps. Hayes, Rix”“stad, Shultz, Abood,
Fritz, Furnace, Cato, Fuller, Uehling, Bettisworth and
Tischer. See Senatj”BillJ(p”352, page 17, identical,

Introduced January 13 and referred to Transportation, Finance.

SENATE, BILL NO.. 352. by Senators Kerttula, Faiks & Halford.
Establishes the Alaska Railroad Corporation as a public
corporation vith a separate legal existence from the state.

The corporation vill operate and manage the Alaska Railroad after
its eventual transfer to the 6tafe. Legislative "Findings &
Purpose" state that it is in the best interests of the 6tate to

accept the railroad under terms and conditions offered by the
U.S. government. Cites L "b vast natural resource potential
and the possibility of ext. ing the Railroad i“to natural resource

areas, thereby lowering freight costs and stimulating long-term
economic growth.

Declares that it is in the best interests of Alaskans for the
corporation to be created in such a way ::hat "(A) [it] ... will be
exclusively responsible for the management of the financial and
legal obligations of the Alaska Railroad; (B) the corporation, and
not the state, will constitute a common carrier subject to the
jurisdiction of tie United States Interstate Commerce Commiosion;
(©) [it] -.. will have the ability to raise capital by issuing
obligations exempt from federal and state taxation; (D) [it]

may carry out its responsibilities on a self-sustaining basis; (E)
the best possible combination of types and levels of safe,
efficient, and economical transportation can be provided that iB
necessary to meet the overall needs of the state, supported when
necessary by state investment; (F) the railroad may be operated
prudently and according to sound business management practices; and
(G) borrowing by the corporation does not directly or indirectly
endanger the state®"s own borrowing capacity."”

Laws establishing the Corporation are added to AS 42 under new Ch.
40, "Alaska Railroad Corporation.”"™ |Includes Art. 1, Establishment
and Organization (Establishment of the Corporation, Bosrd of
Directors, Term of Office, Vacancies, Compensation and Expenses,
Quorum and Notice of Meetings, Voting); Art. 2, Management
(Executive Officers, Delegation); Art. 3, Adminictrative Provisions
(Public Board Meetings, Minutes of Meetings, Rules, Public
Disclosure of Information, Special Report, Annual Report, Annual
Audit); Art. 4, Powers and Duties (General Powsrs, Long-Range
Expansion and Capital Improvement Plans, Use of Corporation
Assetw); Art. 5, Rail Properties (Land, Classification,
Acquisition, and Use of State Land for Railroad Purposes, Eminent
Domain and Acquisition of Property and Materials, Other Assets);
Art. 6, Financial Provisions (Limitation of Liability, Fidelity
Bond, Insurance, Claims, Revenue, Appropriations, Bonds and Notes,
Interim Receipts, Temporary Bonds, and Temporary Bond Anticipation
Notes, ValMity of Signatures, Independent Finance Advisor,
Validity of Pledge, Remedies, Negotiable Instruments, Bonds and
Notes Eligible for Investment, Refunding Bonds, Credit of the State
Not Pledged, Officers Not Liable, Exemption from Taxation,
Reversion of Assets); Art. 7, Personnel and Lcbor Relations
(Personnel, Political Activities); Art. 8, General Provisions
(Application of Existing Standards, Definitions, Short Title).

Effective immediately. Identical to HB 512, page 54.



AK Railroad HOUSE BILL HO. 512. (see page 54).
Corporation HouBe March 23 by Transportation recommending
(establishing) vith a Transportation substitute and that
ring: Cato (Chair), Abood,
Flood, hot :oncurring:

To Firtai Ze.

The Transportation version of the bill

errors
Monday,

in the bill.
March 26,

The following

major differences between
last week.

TttH

Includes i brief descriptirn of L.e win elements of too bill. The list
of statutes the eorporttloi’ U exempt from Is also Included In the
title.

The statutes ere:

AS IS - Title 19 is the itttute which sets out the duties of stite
agtncles In re”erd to highways end femes end related activities.

AS 23.*0 < Chapter eo deals with the relationship betwee' Mate
entltle*. and labor organisations. But see Article S of ‘h'ts
legislation for Personnel and Labor Relations provisions.

i), 30.15 - Chapter 15 Is concerned with state participation in port
facilities and developanent.

AS 35 * Title 35 sets out the duties and powers of the Department
of Transportation and Public Facilities with regard to public
facilities.

AS 37.058 « Chapter 05 is the Fiscal Procedures Act. For provisions
1n this legislation which replace similar provisions in the Fiscal
Procedures Act see Section |, 3(A) ana (F); 42,40,100(1) and (8):
42.40.120(b)(4). (C)(Il); 42.40.260; 42.40.270.

AS 37,07 - Chapter 07 contains the Executive Budget Act. !For
sl«llar provisions 1n this legislation sec 42.40.260; and 42.40.270

Herrmann,
McBride and Davis had no recommendation.

The substitute bill
according to a Committee aide.

Reported back to the

it be replaced

it do pass. Concur—
Bettisworth, M. W. Miller and

was not available, due to

should be printed on

is a staff analysis prepared by the Senate Transportation
Committee on CS for Senate Bill No.

Alaska Railroad Corporation.

352 (Trsp), establishing the
Contains italicized references to the
CSSB 352 (Trsp) and CSHB 512 (Trsp), offered

and 42.40.280.

AS 37.10.0(0 - 17.10.060 - Give the Department of Administration
duties related to Public Funds.

AS 37.10.085 prohibits financial aid to corporations by state or
political subdivisions.

AS 37.20 sets out i metnod for the state to receive fedoral pro-
perty. See. 42.40,360; 42.40.420 and 42.40.440 for eomoarablft
provisions.

AS 37.25 Is the miscellaneous provisions of the public finance
title.

AS 38 - Title 38 IS the Public Lands statute. For similar’ provi-
sions see 42.40.350; 42.40.360; 42.40.370; 42.40.380; 42.40.390;
42.40.400; 42.40.410; 42.40.420 and 42.40.430.

AS 39 - Title 39 1s the public office'r and employees statute,
sections 112.40.020: 42.40.030; 42.40;040; (see also Sections'
3,4,5, and 6); 42.40.050; 42.40.060 and Article 8 of this Art.

iee

AS 44 62 040 - 44.62.320 <« Is the Administrative Procedures'Act’.
But see 42.40.150; 42.40.160; 42.40.170; 42.a0.i80; (see also
Section 8); 42.40.200; 42.40.210; 42.40.220 for similar provisions
contained In this Act.



Analysis, HB 512 & SB 352, (cont"d)

eSection | This 1s « Itlti«nt of leglsltti . findings tnd purpose. Ir
111 the legislature finds tnit the Altjkt RIHrwd ts ir> essential par:
of the state transportttlon network that My ctece to bt in optior
without Stite action. It tljo U tll that tht rellrotd 1l w teiiiiy for
long-term economic growth of tht sutt tnd in essential pirt of tht
IUU tnnsporutlon network. In (b) tht purpose of tut Act Is sutto
to bt tht crtitlon of in tntlty to optritt ino Mntge tht rtllroid
btnding tht trinsftr of tht rillrpid to tht prlvitt sector. Thit 1t
Mill bt rtspr'.:1blt for tht Mruagment of tht flneneH| tnd legt!
orligitlonj of tht rtllroid, will constitute t coeron etm tr under the
‘.ittr-sute Convrct Commission, wtU hire tht thlllty to tssut Ui
tiaot obligations, Ctrry out Us responsibilities on t stlf-SUStlinlng
brtls, tnd so thit the best trinsoorutlon cin bt provided supported by
SUtt Investment whtn necessary, the rtllroid My bt optrtud pru6ently.
tnd borrowing by the corporttlon dots not tndtngtr tht suit’s owmn
borrowing ctptclty. It 1s iHa chtrgtd with protecting tht rtliroid
utility corrldrx.

+Section 2
S£tion~E7.10.010

The Aliski Rtllroid Is esub’lIshed IS | public corporttlon within tht
Dtptrtjinent of Coemeree tnd Economic Development. Hcwiver, Section 1
would remove the corporttlon frow me Oeotrtwent of Commerce tnd tco-
none Development 11 tnt Constitutional I»e"crent ousts.

Section t2.10.020

*he corporttlon is run by t bttrd with r.nt wweDert Including the
Commissioner of Commerct tnd Economic Development, tht Chief Eitcutlvt
Officer of tht Corporttlon iimi one tppolnttd member wno 1s t represen-
tative of the corporttlon’s orgtntred Itbor. In tddltlon, there ere sit
public strOtrs who My not be sute tmoloyets. One of the public
meebers lust htvt 10 yttrs es|>trltnct tnd one Shill htvt been tn execu-
tive offldtl of t U.S. rtliroid. Except for tht two public meecers
‘fus: mentioned, til public memotrs must bt registered Aliskin voters,
with tht exception of tht Conditioner of Con-mrce md Economic Develop-
ment tnd tht chief executive officer, tht botrd shill be confirmed bv
tht minority of tht mttOtrs of ttch houst of the Itglsltture In joint
session.

however, see Section | where 12.10.020 is trended if tht CbnVtutlonil
hmencrent otsses. Unoer th’S tmenowent the Commissioner oi Comeret iTCe
cconcric Development is reucvec *nm the botrg mo the bcird is *n-
crtisto to tight tppomted mercers.

The Scute utrvttm, ICSIt SZZ't r>p/«', it ilifhtly i-ifftrtnt in that
ii givn the governor non a'i rrttien tn aaning public nuditrt tc
tht board. In tht Senate Bil tht tuc railroad txetrti art -enda-
tcry nemt—t but in tht Sou*; niriuw thty art optional. Ir
addition, tht Stnatt Bill rte tiree all mmbtri of thi board, except
far thi railroo-lexperti, to bt repietered voter* but in tht Souti
Sill tht sxr ncn-rtfittind tatari nay bt any too of thi nvtr
public **nbtri. Tht Souti Sill alto iifftrt (lightly in iti

ctic .prior Oof tht uork expelience nguirtnmti of board mr-bert.
It jlloui uori ixptr-itnei if ir retiree to fitldi relevant tc thit
,.jt uhile tht Stnatt Bill guer reguiree fivt yteri of butintii
tzpirirnat. Tht Stnatt ncuirenmt it United tc butintii taptrie
mat in Alatka uhilt tht bouti 'rat not hoot a tinilcr limitation.

Section 12.10.030 AIl meeoers required to be confirmed by tht legls-
itturt strve for sttggtred fivt y*ir terms tnd serve tt the pletsurt of
tht Governor. Section If) sets up how tht first botrd of directors will
stmt which results In suggert | terns for lumbers thit follow.

However, see Section 6 tnd Section 7 which inend IE.10.030 if the
Cortt 'utionp Cendnent ousts, under ihese tmenonent’. > boirtl~ne»be-
cpuld bt removed only for ctuse.

Section 12.10.010 A v.ctncy on the botrd is filled by the governor tne
tht tppoincment must be confirmed by the Itglsltture. Despite t vtctncy
the botrd mty exercise Its power If It his t quorum of meecers.

Section 12.10.050 An tooolnted rentier or the boerd rtce'ved S250 for
etcn Hty he is engtged In the performtnce of duties is i boird mevbt'S
tno ptrtit 1 dty provisions My be esublished by the botru. In tddl-
t'or, he is entitled to per dien tnd t-tvel tiotnses.

Tht tout* Jill, ICSES SIT'Trtp.., providei fcr a HI! par day
eerymiction rati.

Sec. 12.10.060 The botrd Is to elect | chiimtn end vice-chtlmtr ‘-on
its meebirsdp tnd tppomt | secreury.

Section 12.10.100 - The botrd Is to Mntgt the corporttlon iceording t-
Vhe gui3ellnes'provilded in this section. This corporttlon Is to bt
generally self-susttlning, subject to the ICC consistent with the
Trinsftr Act tnd provide sift, efficient tnd economictl trtnsporutlon.
The botrd xust tpply to tht Itglsltture for toDroonttlons if t service
1s provided which 1s not self-susUIMng. In tddltlon, the botrd 1l
responsible for reviewing ell Itnd dlspostls so thtt future exptnslons
of the rellrotd ere not restrleud.

Tht Soutt Sill, ICSEZ SI1ZITrtpll, dott not ineludt tht provition
nguiring tht cerporcrtior to apply for an appropriation if it
pravidee a ttrtiet which it not itlf tuttaintng.

The botrd rpooints the Chief Executive Officer of the
eorporetlon tnd fixe- mi ecmoensttlon. The Chief Executive Officer of
the corporttlon tppc. -vecutive officers. The seltrles of tne
executive officers eppO’ Chief Executive Officer ire subject
to botrd toprovtl.

Tht Soutt Bill, [CSSS SIZITnpj

. furt tht heard crerovt
all txtoutivt offietn eppointtd by tnt .

Incut. it OffietT.

Section 12.10.12C By rule the boird delegtus duties necessery for the
Mnegement of dtlly ifftlrs of the corporttlpn to the Chief Executive

Officer. Within 60 dtys efter 1t Is esublished. the boerd must dele-
gtu eeruln specified ictivitles of tht corporttlon. Some ictlvitles

trt deltgtted but require specific betrd tpprovt! for flnel tction.

Tn addition to the dtltpattd aetivititt uhieh rtauirt beard
approval found in tht Stnatt vtrrion, tht Bcutt Bill, CSSI
SHtTrrpll, nouirtt rptoifie board approval to btpin caoital
proitctt with an ntxrattd ccrylttion'colt of S106,ICC or on
ntirattd completion time of non that ant year.

Section 42.40.150 Heelings of the botrd trt public with the exception
oi executive sessions. The botrd provides by rule how notice of the
meetings Shill be given. The boerj 1s required to keep ninutes of the
meetings.

In addition to tht nauirtnmt that ninutn bt kept of tht ntttinpi
tht Souti Sill, ilSUB SIItTnp'!, ncuint that a strcifite ocyy of
tht public portion of tht minuzn of each meeting bt lent tc the
governor arid the Itfiilatun.

Section 42.to.160 A quorum 1$ ettsbHshed as five tnd in !f'*mtlve
tction by the botrd tlso reoulrts five votes. The ootro nty confer tnd
vote by teleconferencing but My not vote by proxy.

Section 12.10.170 Executive sessions era limited to M tten listed tnd
must be ctlled by t Mjonty vote, ho tction my be ttker tt i*

txecutive session tnd discussion rust bt limited to the tcpic o' tne
motion or in euxlltery subject.

In the Souti Bill, ICS1B SI! fTrtvll, the Hit of tubftcxt tc be
centred in an executive union ii non general in nature than the
lilt in the Senate Bill. In addition, the liet ie ptminivi

rather than an exolueiue liet. There ie no »ogority vote rwcuirw-
ment Co coll an txtoutivt union nor it then a prohibition
ageintt taking action in an txtoutivt union. There ie no reft-
rioxio 'a ditcun only the topis contained in the notion.

Section 12.10.180 The boird is to idobt rules to cirry out the purposes
of this chioter. It is required to give public nonce 15 oeys before ‘t
sdopts, imtnds or reoeils i rule. Public notice consists of oublismng
In tt lust three newsotoers of stetewide circuit lion tnd to persons
requesting notice. Every Interested pirty rust e given one nour to
testify ind ill relevent matter rust be constd .0.

But see Section 8 which repeals the rule rating procedure If the Contti-
tutlonal Amenibiient passes. In Its place, tht new section wculd give ai’
powers to tdopt a rule mating proceoure to the botrd.

The liun Bill CSSB SI! (Trtpll, leouet tht deuelopmenf of a
prooti'ure for providing notice one an opportunity to til'ify uc to
Che board. It ihall ntablith thit procedure within )C daui after
ice ‘iret meeting. The board it alto given tht rafponfikt.icy of
dtvtUping an emergency rule raking procedure but the 1C day rule
con <oc apply tc che development of thit prondure.

Section 12.10.190 The botrd Is reouired to set up t process for adop-
ting emergency rules. Emergency -vies trt to 6e limited to sltuttlons
where they trt necetstry for the orderly operttlon of the corporet'or's
ficllltlet or progrtms. The rtqulremthts of 42.10.180 need not be
followed but wlthm 10 dtys public notice is to be given of tne tction.
Rules tdopted under this section remain 1n effect for no more than 120
days unless the procedures of 12.10.180 ire followed.

The Jcuee Jill, [CSEl HZITnpH, hat ne birtilar mzriczzoni or
regutremente for emergency ruin. In the preceding nation, tit
board it given full authority to let up a prcctcurt fcr adopting
entrginey ruin but tht cuetcten of uhar tepier ~ay ie revered by
the emergency nilee ii not addrtntd.

Section 42.40.200 Sets up t procedure for challenging t rule tdooted
under 12.iU.IUOUI tnd 12.40.190It) but restricts the tblHty to declare
| rule Invalid for procedurtl deficiency.

T.ie fcuee Jill, ICSES 1IIT'Trap).', hat ne tirilar prtvitian.

Stcfcn 12.1Q.210 The ooire nty, by resnlutlon, tdoet the exHt'ng
ruies without following the rule hiking procedure of 12.10.180.

The rulea adopted h, mclution ncy net bt inreneisten: uith tkic
U'hopttr or ether ttatt lau. The Jcuee Bill the aontaint a
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Analysis, HB 512 & SB 352. (cont"d)

prcmtion uh#n«by the tubttaiot of prrcicut federal rultt ma it
adapted liAKVir cXt eperarivi tffeet of thit provition it uncitar.

ctlon «2.v.0.2?0 Records of tht corporitlon ire open to public Insptc-
.on ticip; tne corporitlon My withhold certiln natters fro* disclosure
by mle If they err of i nonpublle, privileged, or proprietary nature.

mShe Joutt Sill, ICSSS SIS (Trtpll, rtntirtt that tht boerd yet by
mrule -identify tht rteerdt at confidential btfort they art irithhtld
from the public.

Sottrial Bott: The Souti fill, ICSS1 Sli fZrtpll, contains a
provmon cn conflict of interttt. .lo timilor provition it con-
tained in tht Stnatt Bill. Du conflict of interttt ttetiai in tht
Souti fill, ti.iO.110, toys a board member or txtoutivt officer may
not partioipatt in c itcution of tht corporation if \u, or an
sjindict! f'&tily ntmbtT, ha# an inttm t unitit thtir interttt it
rente. Interttt and rente art defined and a procedure it trt out
for tianviom uhrre The application of tht action it net clear,
in addition, the board thall adopt rultt tc further defint conflict
of interttt and tthur-1 rultt It! dayt after ite firtt netting.

Section C2.i0.25Q In iddltlon to other powers authorlitd by lew. tht
corporation aay exercise r.trtaln specified general powers Im td <n this
Jtction,

Jii addition to flight drafting ehangtt found in nu«6#ri till,
’:)) and (10) shi Boutt till, ICSBt Sit (Trtpll. contain! two
additional povcru. timber fftl of th# Boutt till providet the
cover to ovn subsidiary eonpcniii cr tnttr into agrttrtntt vhert
part cnmerthip or a timlar interttt in cnothrr corporation it pert
of the agreement, timber (HI, of the Sauto till turn to ellou
additional railroad activity uhich could technically bt beyond tht
govtn to extend tht current railroad facility.

Bptdcl Sett: The Boutt Sill, (CSBB SICITrtpll, contain! e lection
nguiring cn avenight report tc the governor end the legulerun
btfort certain action it taken fSte. it.40.1101. Tht Senate till
contain! no rvtilar provition.

Section 42.40.260 A report describing tht optratlon and financial
condition of tht corporation during tht preceding flical ytar of tht
railroad shall bt distributed to tht govtrnor and tht 1* Hilature mithin
90 days afur tht flical ytar tndi.

Tht Souti Sill, /CSSS Si: 'Trtpi.', alto Include! e provition that
thi report nay include tuggtttiori fcr lieitietion nlcting to the
ttruetun, poutrt or axtitHCtf/SIIIEgJXTcrction ;r to operate
faciliiutt of the ecrpotdtiimK"" fX

Section 42.40.270 Tht board'fAti)W H |& .rteiirdi of tht coroorat'on
auoi tto r-nutily. CorporattpatiTAotStiflF ** made ava*lablt to an
auditor tooointtd by tht goverifi5if¢SieatrTht ‘tglllativt audit division.
> addition, tht board ii rtoulrtd to havt ar annual
conouctao oy a rteognlitd rallroac management expert.

parfomanct auoit

Tn tht Boutt Sill, ICSBt ill TrtrH, the performance audit it to
bt conducted by a qualified profttliensl performance auditing® firm
rather then a railroad management expert at provided in tht Janet#
SIZZ.
Stction 42.A0.2fl0 Tht board oust adoot a long-rangt progran and caplt'.l
improvement plan, Tht pla.i covtri a fivt yetr ptnod and mist bt
uodattd annually. Coplti of tht updattd plan art to bt providtd to MI
govtmor and tht Itglslaturt by Oeceeter | oftacn ytar.

Du Boutt Sill, /CSBB SIS ITnpl!, neuim ttparatt reportt far
each tubjiat ana. Jn addition, t | board it neuind to consult
uith other ttate agenda uhen they develop tht plait if another
ttatt cgtnoy ia afffttd by their plant,

Stction 42.A0.320 Tht corporation aay not 1lllut itoek, pay dividends,
matt private“distributions of asstts, make loans to board ntnotn or
employees or tngagt 1n business for private benefit. Tht corporation
My oaftnd and Indtanlfy a current or former emoloyee. agent, or board
nevtier against costs incurred in conntction with acivil or criminal
action |f the person icted in good faith on bthalfof tht corporation
and within the scopt of his official duties or powers. Tht corporation
nay purchase Insurance to protect US employees, agents, and board
naneers for actions arising out of the oerfomanct or failure of oer'or-
inances of Outlts for or employment with tht corporation.

Section 42.40.3S0
or tht corporttion.

Lind aeoulrtd by tht corporttlon 1s under the control
Railroad rights-of-way or aasaments art railroad

utility corridors. Land other thin right-of-way or tatemtnts is rill
lane. Future railroad utility corridors nus: be at lust 100 feet wide
on both sides of the center line of tht extended main or branch lint, or
may bt less if adjoining land does not btlong to tht corporation,
“ortions of the utility corridor My bt leased or rented for other
-importation services if the use does not restrict other parallel
f the utility corridor. The corporation nay sell or

uses
leaserail

nowever, none of the railroad utility corridor Ny besold.
Tht Boutt Bill, /CSSS SIHTripl!, rtquint legitlativt cgpmel fcr
tali of rail land.

lard

Section 42.40.360 The board nay nominate federal land 'or sutt selec-
tion for a rjiinoid purposa. . The Commissioner of Natural Resourcas
would acquire the land through the federal land seieetio. process.

In addition, the board may requts: any stkte land from the Department of
Natural Resources. Upon receipt of the written request the Ctmissione.-
of the Department of Natural Resources rust reserve the leno 1in the
railroad's nan for 180 days.

Section 42.40.370 when the railroad requests state ‘and unde- -he
precedirg section the CoMIlssloner has 90 days to reply ‘n writing

whether or no the reautst has been dented, denied in part or i' -ne
request has been granted. . A conveyance under tnis stction may be' for
loss than felriartat value and, absence a reservation to the contrary,
vest full ownership of surface and subsurface rights. The land nay be
rtconveyed back to the statt If 1t Is no longer necessary for tne
corporation's purposes.

The Boutt Bill, /CSSS SIS (Trtpll, dott not contain a provition

alilasing transfer tc the corporation for leu than fair market
value.

Section A2.iQ.no The corporetlon Is authonred to relocate rill
facilities to suta land when an emergency exists. The Chief Executive
Officer Mkts the extermination that it 1s ntcassary to relocate for
safe and adequate rill operations. After the relocation the corporation
«Js required to ni)tlfy the Department of Natural Aesources.

Tht Boutt till, ICSBt Sit ITrtpll, dott net nouin ar trtrotnoy
condition, rather it tagt tierply that a phytical Condition ruit
require relocation. Sqvtvtr, tht Scute Sill rtauint ccnourrr-at
of Ceparvmmt of Batumi Atiourott btfon the move.

Stction 42.1Q .39Q The board may develoo rules governingland used by a
third party. lhe rules are to protect the canon health, safety, and

welfare of the public and My not be limited by leases, contracts or
other transaction.

So oerparablt provident in the Boutt till.

.Section 42.40.400 The corporation 1s autnorlied to exercisethepower
of eminent domain and declaration of taking.

Section 42.40 410 The corporation Ny vacate
purposes by n img in the appropriate

land acquired for railroad
recording district.

Section 12.40.420 The corporation may acquire Interests In federal land
on its owmn behalf.

Section a?.40.413 The corporation may luthorlied ounictpal use of '111
land.lt may also authorlje a walkway or trail or the utility eor-idor
so long as parallel uses ire not restricted. Before aut.hsrlting the use
of either rail land or the utility Corridor, the eunlelpiHty must sign
a hold harmless agreement and Indemnify the corporttlon for any judgment
egilnst it for use related to the nuMcipal use. Uhen tne corporation
determines the use 1s Inconnstont with exomslon or replacement o'
railroad facilities the aumclpil use must be stooped.

Tht Scute Sill, (CSBB SIS/Trtpl', : 1.out the granting c r-oht-
of-vay on my rail property for utt of s pedestrian m llbjc. :r
rrcil. Tt dott not oontatr ¢ provition protecting pantile', um cf
the railroad corridor nor dott it ttatt one inall dittr-ine uhen
tht municipality thall vaoatt zhi right-cf-ucy if it interim e

t uith rail utt.

Section 42.40.440 The corporation may acuvliq surplus property
either the federal goveinMnt or tht tn;?.

‘rom

Sotda | Sotti Tht touts Sill ooixa.-ro ¢ provition requiring
acmplianot vtch ttatt lav if ptttiddct 5r herbiddtt an used by
th# corporation,

Section 42.a0.600 A liability Incurred by the corporation may be
satisfied only from the assttb of the corporation and no creditor nas a
right of action against the state.

Section 12.40.510 The corporation eust obtiln a fidelity bond for its
board morbert md officers responsible for finances.

Section 42.40.520 The corporation 14 required to keep in forte ell
"manners of insurance to protect'tts Hitts, services, end employees -from
eanv potential liability-. It may, however, provide for certain self- '

Insurance retentions,

Th# corporation trntt provide public liability inturenct under the
Souti till. Tt ii not authorittd to ttlf-intun.

Section 42.4Q.530 Revenue generated by or appropriated to the corpora-
tion shall be retained and used for railroad purposes by the corpon-
tlon.

Section 42 40.540 Kith tht concurrence of the governor, the corporation
may request in aoproorlition from the UgHliture to isslst it in
Cirrylng out Its generil powers md prtpiring long-rmge expinslon md
cipltil Improvement pirns.



< 1
Analysis, HB 512 & SB 352, (cont"d)

V -:ion <2.<9.600 The corporation My Issue bonds ind bond ant'eipatton
mAn. iht principal and 1ntar«st art payable fro* corporitlon issets
Tn« board snail by rtsolutlo establish the for* ane manne- of execution
of bonos or eond anticipation nous. They nay be sold as determined by
the board and snail nature at the time, not exceeding SO years ‘roe
tneir aate, dettnnneo by the boare. The proceeds froe tne bonds may
not bt used for any other purpose than that for which the instruments
were originally issued. There 1s also a list of mandator, requirements
that the Instruments Bust comply with.

Special Sett: The Scuee till, ICSBt III'Trepll, sections on bonds
ana notes -1 eubetaniially different ‘ran the Senate vtreio-.
Satever, the pevsrt. duties and cblig, turns, ef the ccrperr. jns in
relation to its ability to rain money through bonding ctteneibly
retains tht ecru.

Se-tion a;.ao tjo Bonds and notes Issued by the corporation are ntgo-
tiabie instm . :s.

6ect*on 42.40.620 lends and nous lIssued by th» Cbrooratlon are stcuri-
«’es in wnich all public boons of the state and other financial enti-
ties may invest funds.

Section aj.40.630 Payvmnt of the principal or 1nt«r»It on lands *ay be
mioe from isscts-9r revenue of tht corporation regardless of the source.

Sec' lon <2.40.640 This section luthorlus the boerd to enter Into
certain agreements with holders of tht bonds or bond intlelpitlon nous
md provides for i general authority to enter Into additional agreements
in the absolute dls..rellon of the hoard 1f an agreement will mike bonds
or nous wre mart.lible.

Section 42.i0.650 The corporal on may Issue Interim receipts or Urpo-
rary bonds or bond anticipation nous aschangaable for bonds or bona
anticipation nous once Way ham beenexecuted.

Section 42.40.<,60 The corpontion Mylssut refunding bonds. They nay
be solo or exchmoad for outstanding bonds and the proceed! applied to
the purchasa. redemption or patent or outstanding bondt.

Settlor <2.40.670 The board 1s reoulred to retiln a financial adv’sor
inotpendent o* 7n underwriter who Is negotiating vith them for a bona
salt.

Section <2.10.680 The signatures of corporation officers on bonds or
not,t ire /ilia "regardless of the e<ddmtm™><iijre nt relationship to the
co>poratlon,

Section 42.40.690 Tht pledge of-ew~batl~corporation to the
payment of bonds or nous Is v«M dlJ™ *I*r§ll|li ire suo.ieet to the
lien of the pledge without phyticel other ict. Th* corpori-
tlon is not prohibited fro* selling assets subject to | pledge.

Section 42.40.70f A holder of bonds or nous or a trustee nay enforce
<17 rights"unoYr this chapter, the trust agreement or resolution, or any
other contract txacutad Oy the corporation relating to the bonai o-
nctei and may compel tne performance of duties of tht corporitlon
required by Illw or the trust agreement or resolution.

Section 42.40.710 The stite is not liable for the debts of the corpora-
tTorT!l— Bones incTnotes are payable solely from tht revenue or assets of
the corporitlon and are not a liability of the state or a pledge of the
faith and credit of the SUU. Each bono and not Ittuto by the corpora-
tlon must contain a statement tnat the corporation is not obligated to

pay It except from the revenue or assets pledged for It and ntlther tit
faitn and credit nor the taxing power of tht ttatt 1t pledged to the

peyment of It.

Section 4¢.<0.720 An officer, board nonpar, or employee of the corpo-
ration is not subject to personal liability because of the execution or
issuance of bondt or notes.

Section <2,40.750 Emoloyees of the rallrocfl ere employees of the
ccHontion and not of the state, laws relating to public employees dc

not apply. s

Section 42.4Q.760 The provisions of the buoltc Emoloyee Relations Ac:
do not aoo'y, however, non-eaecutlve officials may organut and engage
in collective bargaining,

Secfon <2.40.770 The boerd or the employees orginli»tlon mav rmiest
the Department of Administration to participate In their r.cntrect
negotiations. Any labor agreement accepted by the two parties njtl have
a grievance procedure wnich has binding arbitration as Its last steo.

The Soutt till, tCSSS SIIITrepll, providet that tht brparzntnt of
Administration may participate tn labor negotiations without
ataring at vhaee tnutcaricm or if in foot they need tc be invited
to participate. In addition, the oerporation ie remind to confer
with the Separtment ef Administration befon entering into labor
negotiations. I

Section 42.t0.780 There 1s created a railroad labor relations agency
made uo of three aeeeers epoolntefl by the governor. The agency snail
perform the functions described 1n 45 23.40.090 < 23.40.190 which ire
the functions currently carried out by the SUU personnel ooarq for atl
tute employe*!.

Tt should be noted that the Boutt till, ICSSS HZ'Trtp;/, hat
spelled out the provition of AS IS.iB.CiC - Z1.4C.iK rather ther.
cite them at the Senate till dote. Thee- provident can be found
in the Souet till at; 41.1C.HO uhich ie cited ce AS ZS.4C.iiC in
the Senate till; 41.4C.tiO uhich il cited at AS tS.40.130 in the
Senate till/ 4t.4B.Z10 uhich ie cited at AS tS.4B.nc in tht Senate
till/ 4t.4B.TfC uhich ie cited at AS 12.40.I1SO in the Senate till;
41.40.fto uhich iecited at ASZS.40.iSC in the Senate till/
41.40.110 uhich ie cited at AStS.40.140 in the Senate Sill/
4t.40.t00 uhich ie cited at AStS.40.SS0 in the Senate till;
41t.40.11P uhieth ie cited at ASS3.40.110 i» the Senate H ilt
41.40.A'.J uhich iecited at AStS.40.ZTO in the Senate Bill;
41.i7".1SO uhich ie eitec at AStS.40.110 in the Senate Bill; end
41.40.B00 uhich ii a slightly modified version of AS 15.40.DC
cited in the Senate till. The difference betuetn the Senate cite
and 41.40.140 ie that the railroad labor relatione agency aete tn
its ovn to initially note the mediator uhile the Senate cite alley*
one of the partite to request ¢ mediator, in addition, tne souet
version Itouirte that the mediator be mutually agreeable tc both
parties ivid shall be aheecn from a liet of liven qualified media-
tors/arbirratort hnovisdgeabls in railuay labj~ cirtontnte. Thr
Senate cits hat no similar provition.

Section <2.40 290 Railroad employars have a full right to strike if a
coilecr've bargaining unit volts to do to by secret ballot. However,
the parties my agree In writing to submit interpretation or appMcat'on
disputes to an arbitrator. Under this provision thr rjUroao emoloyees
dearly fall under 23.40.203(a)(3) wnich art commonly referred ta at
“clast 3 emp oyees.

. e
The Souen Si., hat e evbetanf.:'. rewrite cf'thie eectucn. See.e-
Illy the Scull mat tht employed ao-ei-here tercet- title *

mtployett and elate 1 tnployees ’tee AS Z2.1C.ZCC:. in the iouee
version the employee* are permittee to itHhe fir e IOritee time

and may be enjoined by a court ef law at the rvcueet of the corpo-
ration. After being enjoined the dinpute ie autcnatiaallv tent t:
binding arbitration. The arbitrator ie the toee person ae uae tne
original mediator ohoten under 41.40.14C.

Section <2.40.800 Rrohlblts use of corporitlon money, etieti or pro-
oerty fur poltticel eetlvity except loDbymo or natters which directly
dffeet the corporation. It provides far a 55000 penalty for violation
of this section.

The true,i till, ICSBt AltlTrepll, hat ne similar provision.

Section 42.40.BIO Prohibits requiring or coercing employees to unde--
Me icllrHnts, or restriln from activities, exceot tt directly relateo
to ths oerfonience of tneir official duties.

Die Souiii till, ICSBt HZtTrev)! hat no ev-ilar provision.

Specie’, .late: in sedition to the prcvincn found in the Senate
iill, slut Voue# Jill contain* two additional provisions; 4i.4i.l"i
and 41.40.11C, 41.40.1ZC ellmi the demotion of union cum from
in employe* 'i vagei, it ehould be rated that the pouer to make such
an agremtent eeriett under 41.40.TtO(bltZl uhich ii cited ae AS
13.40.110 under the Senate till, 4t,4C,IIC provider for € reli-
gious *m«prior from the parent of union duei,

Section <2.40.901' Claims Involving activities of the raMruid shill be
brought against he enrpcietlon tnd not against the state. T\e conio-
ration board mettrt and emoloyees have the tame 1munltltt from lupi-
I tty for clalns 'lim it the corporation as do other state officers.
Claim against th" corporation mutt *Irtt go tnrougn an aominls< atlve
appeal process to the Oeoarcrsnt of Administration before going o court
action.

Section <2.10.910 The property of th* corporation and Its assets are
exempt from’ fixes end soeclel assessments of the tute or a political
iubdiviiion of the state. Bonds and notes issued by tne corporitlon are
exempt from Mxetion except for inheritance, transfer, and estate taxes.

Section 47.40.920 The corporation 1s exempt from tne Jurisdiction of
the Alaska T~insportetion CommMHon. |n addition, it Is txaept from
the following statutes.

The sutuus .ire:

AS 19 - Title 19 1s the statute which sets out the ovt'es of state
ejencus In regard to highways and feirits an] relateo activities.

AS 23.40 « Chtoter 40 deals with the relstionsnip between tute
entities tnd lanor organtiitiont. But set Article 8 of this
leglslitlon for Personnel and labor Relations previsions.



AS 30.15 - Chapter 15 1* concerned with jute participation In jot
facilities end development.

AS 35 - Title 35 sets out the duties and powers of OCT6RF with
regard to public facilities.

AS 37.05 - Chapter 0? 1s the Fiscal Procedures Act. For provisions
In this leglslAtlon which rtpleee simller provisions In tht Fiscal
Proeeou’ s Act net Section 1, 3(A) and (F); <2.40.100(1) and (8);
<2.40.140(b)(4). (C)d1); 42.40.260; <2.40.270.

AS 37.07 < Chapter 07 contains the Executive »udget Act, For
similar provisions In this legislation see <2.40.260; and <2.40.270
and 42.40.280.

AS 37.10.010 - 37.10.060 - Olvt the Departnent of Ad«lni»tntlon
duties related to Public Funds.

AS 37.10.085 prohibits flnanO | aid to .urporatlons by SUU or
political subdivisions.

AS 37.20 sett out a method for the sute to receive federal pro-
perty. Sec. <2.40.360; 42.40.420 and 42.40.440 for rtmwarable
provisions.

AS 3725 15t » icellantw; provisions of the public finance
title.

AS 36 - Title 3* It the Public tends statute. Por slmller provl-
lions see 42.40.350; <2.40.360; 42.40.370; 42.40.360; 42.40.3*0;
42.40.400; 42.40.410; 42.40.420 end 47.40.430.

AS 39 « Title 39 the public officer end employeer vtttutt. Set
sections 112.40.01 <2.40.030; 42.40.040; (set elto Sections
3.4,5. lid 6); <2.i 30; <2.40,060 ind Article 8 of this Act.

AS 44.62.040 - <4.«. 'O * Is the Administrative Procedures Act.
But tee 42.40.1SO; 4, 1.160; 42.40.170; 42.40.160; (see also
Section 6); 42.40.200; 2.40.210; <2.40.220 for similar provisions
conumefl In this Act.

Section 42.40.930 If provisions of this Act conflict with the provl-

tioni of other law, the provisions of this Ac: prevail. Where possible,

-revisions of the Act shell be construed so that they do not conflict
th the Alasu Railroad Transfer Act of 1962.

Section 42.40.940 The assets of the corporitlon revert to the state 4f
it elites to exist.

Section <2,40,960 Definitions of the cneotnr ere provided.

rha ipuaa till. KZti j;2.Trep(.\\ Hsa £ substantially differ*'t
liet of petitions wtder eseoutiue officer.

Section 42.40.990 The short title of this ehaoter 1s tne 4leiki Rh ’'-
roed Corporation Act.

Section 3 Amends <2.40.010 by removing the corporation from the Depart-
men: of toemerct and Economic Development if the Constitutional Amend-
annt passes.

Section a Amends 42.40.020(a) If the Constitutional Amendment passes by
removing tht Coewissloner of Caewerct and Economic Oevelocment ‘rom the
board and Increases the appointed me*,irs of the board from seven to
eight.

Section 5 Amends 42.40.020(e) by removing reference to the Coamlssloner
of coewei'ci end Economic Development if the Constitutional A*en»ent
pastes.

Section 6 Amends 42.40.030 If the Constitutional AnenaDent passes by
removing reference to the Commissioner of Coemerce and Economic Develop-
ment and by removing tht ability of the governor to remove board =*»tn
at his pleasure.

Section 7 Amends 42.40.030 if the Constitutional Amendment passes b,
Adding e new section wtiich would sute specific reasons for whicn a
yjvemor auy removt board nutin,

Section 8 Repeals 42.40.160 if the Constltutlon<| Amtninent passes and
replacns it with | new section. Th« new section gives the boerd dis-
cretion In coopting a rule making process.

Section 9 The corporitlon mutt prepare a report on tht long-term
operations of the rtllroid that 1s Put January 1, 1988. The report
shall Include recomendatlons on tho transfer of railroad ooeraMons to
the private sector.

Section 10 Keepers of the first board of directors serve terms that
differ in length end will result m staggered terms for m.*Aers that
follow.

Section 11 Existing colltctlvr baroaining agreements ire to be aocptefl
by the corporation and rmmain in effect ‘or two years. W1tmn 180 days
Of the first meeting the boerd end the unions shall tttaollth a proce-
dure for renegotiating the axlsting collective baigiimno agreements.

Section 12 Repeals <2.40.190 <nd 4J.40.230 If tha Constitutional
Amenoment'pisses.

Section 13 The effective date of Section 3-8 and 12 is the effective
date of the Constitutional AmendMnt shoule it pass. Section 12 sec-
tions 1,2 and 9-11 take af'tct immediately.



DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES / WZQ%%_%J_

OFFICE OF THE COMMISSIONER

Alaska Railroad Transfer Teanm

March 23, 1984

The Honorable Bette Cato

Chairman, House Transportation Committee
Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Representative Cato:

Enclosed per your request 1is a fiscal note on the committee
substitute for HB 512, an Act establishing the Alaska Railroad
Corporation. Also enclosed 1is a detailed analysis with supporting
documentation to explain its contents.

The estimates 1in this fiscal note are based on the results of the
Alaska Railroad Transfer Team®"s Alaska Railroad Acquisition
Assessment, released ir, December 1983. Although our "worst case™
scenario has been used for these calculations, current 1indicators
regarding uncertainty ever potential traffic increases suggest

this analysis for FY 83 1is a more realistic forecast for determining
actual fiscal 1impact.

Based on a request from the Senate Transportation Committee, the
Transfer Team 1is re-assessing these estimates to develop a "best
case" alternative for legislative consideration. This analysis
will factor in the full impact of increased revenues from the
export coal movement, SeaWay Express®™ entry into Seward, and
additional special trains to meet the summer cruise ships at
Whittier. This information will be provided to your committee as
soon as it becomes available.

All estimates are presented 1in constant 1985 dollars and have
been inflated from our original 1983 constant dollar estimates

using an annual 6% inflation factor. The ™"general fund™ line
under the "funding component"™ is the projected annual shortfall
to the State resulting from acquisition of the railroad, In FY 85,

an overall appropriation of $15.8 million will be needed to
cover the expected shortfall.

The figures in this note are basically the same as those presented
to the Senate Transportation Committee for the CS for SB 352.
Another $50,000 per year has been added to this note 1in response

to the higher compensation levels for board members 1in Sec.
42.40.050, and the additional notice requirements in Sec. 42.40.090.

26A-T1LH



The FY 85 estimate 1is based on an assumption that actual transfer
will occur somewhere between November and January of that fiscal
year. Accordingly, most of the figur (e.g., revenues) are
merely prorated for a seven month fiscal year ending in July 1985.

In addition, there are certain one-time, start-up expenditures
directly attributable to the actual railroad transfer which
causes the sizeable shortfall during FY 85. Included in this
area are such items as $4.9 million for replacement of the
railroad®s working capital fund, $4.5 million for initiation of
compliance with OSHA requirements and state and local building
codes, and $2 million for specific transition expenses to be
incurred by the new corporation in taking over the railroad.

Another $1.75 million of the 300 Ulevel contractual category is
for the Alaska Railroad Transfer Team to perform its duties during

FY 85. These funds are to support several time transition
activities, most of which are already unch."-way in this fiscal
year. All other FY 85 fiscal impact to state agencies as a

result of enacting this legislation has also been included in
this submittal.

I truot this information helps to explain the highlights of the
enclosed fiscal note. IfT you would like any additional assistance,
please do not hesitate to contact me at 465-3900.

Sineerely

Mark S. Hickey-i”~.
State Railroad Coordinator

Enclosure

cc: Ray Gillespie, Legislative Liaison,

Office of the Governor

Sen Harding, Special Staff Assistant,
Office of the Governor

R. J. Knapp, Commissioner,
Department of Transportation &
Public Facilities

House Transportation Committee Members



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Oate:

REQUEST FISCAL DETAIL
Bill/Resolution No.: HB 512 Agency Affected
Title: Alaska Railroad Corporation Program Category Affected:
Act of 1984
Sponsor: Haves, et. al. BRU, Program or Subprogram!s) Affected:
Requestor: Representative Cato Alaska Railroad

Date of Request: 3/22/84

EXPENDITURES/REVENUES:  (Thousands of Dollars)

FY 84 FY 85 FY 86 FY 87 FY 88 FY 89
OPERATING

100 PERSONAL SERVICES 24350
200 TRAVEL 300
300 CONTRACTUAL 4,800
<OQ SUPPLIES 5,200
500 EQUIPMENT 1.200
600 LAND 4 STRUCTURES -0-

700 GRANTS, CLAIMS 1.500
800 MISCELLANEO1K: -0-

toTAI Operating!] -0- 37.35i-. . 57.800 58.050 57.350 57.950

I CAPITAL -0- 15.800  20.,a5Q_ 10,450 20,450. ...20,450
! REVENUE -0- 37.350 67 ,200 THi, 200 73 ,300 76 ,350
FUNDING: (Thousands of DoV ars)

GENERAL FUND -0- 15.800 11 ,050 8,300 4,500 2,050
FEDERAL FUNDS -0- -0- 0 -0- 0. -N-
OTHER -0- 37.35 67,200 ! ,200 73 ,300 76 ,350
TOTAL -0- 53.150... 78 .250. 78 ,.500 77 ,800 78 ,400
POSH iONS:

FULL-TIME -0- 478 478

PART-TIME .0~ 38 38

TEMPORARY -0- 64/300 64/300

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

General Fund (Although the legislation does not speak to chis point, every
indication suggests use of a general fund appropriation to
offset fiscal impact.)

ANALYSIS: Attach a separate page for analysis

Prepared By: Mark S. Hickey, State Railroad CoordX Phone: 465-3900

Division: Alaska Railroad Tpajagff.er Team Date: 3/22/84
Approved by Commissioner: R/yyr Knapp Date: 3/22/84
Agency: Department of Transportation & Public Facilities

Distribution (by Agency preparing fiscal note):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) 12/1/83



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Bill/Resolution No.: HB 512
Title: Alaska Railroad Corporation Act of 1984

BILL ANALYSIS
Overview:

This fiscal note 1is based i;pon the results of the Alaska Railroad
Team"s Alaska Railroad Acquisition Assessment released in

December 1983. That document provides a comprehensive analysis
of the major issues concerning acquisition of the Alaska Railroad
(ARR). It includes a thorough assessment of the financial

exposure to the State from ensuring continued rail operations
in accordance with the requirements of the Alaska Railroad
Transfer Act of 1982 (ARTA).

The estimates presented in this fiscal note are derived from

the "worst case”™ scenario of future railroad activity. Current
indicators such as the continued uncertainty over the export

coal contracts suggest us\> of this analysis as the most realistic
forecast for determining actual fiscal 1impact. Please note

that the acquisition cost of $22.3 million for railroad purchase
has been addressed in a separate fiscal note attached to the
acquisition legislation.

While che data and forecasts used in both the Acquisition
Assessment and this fiscal note reflect the 1input and work of

the railroad and the United States Railway Association (USRA),
the final estimates are based on independent analysis and
downward adjustment by the Transfer Team. Our work 1includes

such factors as removal of uncertain revenue 1increases, 1increased
costs for compliance with state and local building codes, and
additional adjustments for necessary capital rehabilitation.

This bill analysis 1is limited to providing explanations of the
fiscal impact resulting from the proposed legislation. It

should be noted that there exist policy conflicts between
provisions of this legislation and the Sheffield Administration®s
Policy Statement of January 26, 1984.



Assumptions:

The FY 85 fiqures are based upon an assumption that actual
railroad transfer will occur somewhere between November and
January of that fiscal year, As a result, most of the estimates
are merely prorated for a partial fiscal year ending in July
1985. However, there are certain one-time, start-up expenditures
directly attributable to the actual railroad transfer which

cause the sizeable shortfall during what is only a partial

fiscal year.

Although a breakout of specific operating expenditures has been
provided for FY 85 in order to provide the railroad operating
entity a functioning program during 1its first year of operations,
an actual budget structure has not been included to avoid
prejudicina the new operating entity"s prerogatives to formulate
its own budget structure and subsequent submissions. Please

note that the FY 85 submittal also contains the request for all
funds needed by the Transfer Team and other state agencies to
perform the duties resulting from passage of this legislation

and acquisition of the railroad.

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 removina it if a proposed constitutional amendment
passes next November. Accordingly, this note does not address
a specific "agency affected™ to avoid a future conflict in this
area.

Since the constitutional amendment cannot become effective

until November if it passes, this note 1is predicated on an
assumption that all funds for the corporation will be passed
through by the respective line agency under which the corporation
is located. Funds for all other state aaencies will be passed

on to the Transfer Team for further processing as appropriate.

Administrative costs 1incurred by the line agency under which

the corporation is located should be minimal and will be covered
as part of the corporation®s overhead. Please note that all
fiscal impact to state agencies resulting from this legislation
have been coordinated by the Transfer Team and are reflected in
this note.

All estimates are presented 1in constant 1985 dollars. An annual
inflation factor of 6% has been used to convert the original
1983 constant dollar estimates 1in the Acauisition Assessment.



Operating Expenditures:

This estimate includes both general operating expenses and new
expenditures resulting from the railroad transfer (i.e., additional
costs due- to potential loss of railroad gravel reserves under
third-party claims). Included 1in the former category are costs

for maintenance-of-way, maintenance of power and equipment,
transportation services, communications, administration and
overhead, marketing and real estate management. The latter
category includes increased leqgal and overhead expenses, additional
insurance and risk management contributions, fiscal impact to

the Transfer Team and other state agencies because of railroad
acquisition, and one-time, start-up costs for items such as the
printing of new letterhead and the marking of personal property.

Although revenue is projected to increase during FY 87-89,

costs during that period are not significantly larger than the
first two years of operations due to the sizeable, one-time
transfer related expenses immediately following transfer.

These estimates are based on historical data provided by current
railroad personnel and reflect anticipated operating expenditures
needed to comply with the terms of ARTA.

Attachment A provides more details on the FY 85 submittal by

object of expenditure. Some $4 million of this estimate 1is to
cover immediate expenditures resulting from actual transfer of
the railroad. This includes the following:

(¢D) $1,750 million for the Alaska Railroad Transfer Team to
perform 1its duties as outlined in Attachment B;

(2) $2 million for specific one-time, start-up costs to be
incurred by the new entity for items such as the marking
and inventorying of personal property, the printirg of
new stationery and payment warrants, additional legal
costs, and certain corporation expenditures for the new
Board of Directors;

(3) $200,000 in funds to conduct a final pre-transfer audit
to establish the accuracy of balance sheets and the
identification of accounting problem areas; and

1) $80,000 1in additional fiscal 1impact to the Department of
Administration to ensure preservation of railroad archival
records and additional 1labor relations work not budgeted
for in the Transfer Team®s FY 85 budget memo.



Another component of the FY 85 submittal includes $270,000 in
funds in direct response to the follcwioq requirements of the
leaislation:

(1) $200,000 to initiate the Special Report required 1in
Section 9 on the feasibility of attracting private
sector involvement in therailroad®"s operations;

(2) $35,000 to the Department of Natural Resources to respond
to any state land request by the corporation under
Section 42.40.360; and

(3) $35,000 to fund costs for the new railroad employees
labor relations agency as provided 1in Section 42.40.780.

The remaining estimates in this area reflect the normal oper—
ating expense." by category for the part of FY 85 involving

state operation of the railroad. These specific estimates have
been prepared with the close cooperation of railroad administration
and budgeting personnel. All expenditures for per diem and
conpensation of the Board of Directors have been included in

the general estimates for the 100 and 200 cateoories.

Capital Expenditures; o o

The capital component of this fiscal note represents a combination
of increaed capital costs resulting from transfer and prorated
expenditures for onqoino railroad operations. The analysis
contained in Chapters 4 and 5 of the Acquisition Assessment

serve as the basis for both of these estimates.

In addition, the results from the State®"s independent engineering
condition assessment have been used to proiect an increased

level of expenditure minimally acceptable to begin reversing
deterioration of the railroad®"s physical plant, including the
initiation of a systematic plan for replacing aged rolling

stock. It is important to understand that engineering condition
alone cannot be the basis for a projected level of sustained
capital expenditure, but must be tempered by national trade-offs
between long-term plant condition and available revenues.

The capital estimate of $15.8 million 1includes a one-time ex—
penditure cf $4.9 million to replace the railroad"s working
capital fund. ARTA establishes a process where little, 1if any,
money will be transferred from the ARR®"s Revolving Fund because
of pre-transfer federal claims and contingent liabilities that
must be paid by the fund. As a result, an amount equal to
about one month"s worth of operating expenses (which is similar



to working capital requirements for other railroads) 1is needed
to fund and maintain adequate working capital for the railroad
after transfer.

Another capital expenditure resultina from railroad transfer is
the 1initiation of compliance with Occupational Safety arl Health
Act (OSHA) requirements and state and local building codes.
Approximately $4.5 million per year has been set aside during
the forecasted period to move toward compliance in these areas.
Chapter 5.3 of the Acquisition Assessment provides more details
regarding this requirement.

The remaining $6.4 million of this estimate covers general
railroad capital needs, prorated for the period of state owner —
ship during FY 85. An additional $7.85 million 1is projected

for expenditure by the railroad for this progranm. Attachment C
provides additional information regarding the capital improvement
program to be performed during FY 85.

It should also be noted that based on a recent audit review of
the ARF"s financial statement.;, about $4 million per year of
capital expenditures could just as easily be categorized as
operating costs (primarily maintenance-of-wav expenditures) if
generally accepted accounting principles are applied to the
railroad. However, no adjustments have been made with our
estimates to avoid creating greater confusion by conflicting
with existing railroad procedures prior to a general systenm
overhaul by the corporation upon transfer.

Revenue:

This estimate on a prorated® basis represents projected FY 85
revenues from its freight, passenger and real property rental

activities. The FY 35 revenue Tfiqure 1is based on a projected
commodity mix Tfairly similar to the last two years of railroad
operations. Attachment D contains some additional information

from the ARR"s 1983 Draft Annual Report regarding FY 82 and
FY 83 operations.

These projections are based on information from the railroad

and USRA, which were then adjusted downward by the Transfer Team
to remove 50% of the net cash from anticipated revenue 1increases
in export coal, interline and pipe traffic. IT either of these
movements were ir fact to materialize in a significant way, it
could sizeably reduce the need for general fund assistance

during FY 87-89. Likewise, any manor downswing from our projec—
tions would probably result in the need for even larger general
fund assistance during those vears.



Fundina Source:

The "Other Funds™ appearina on the fiscal note are railroad
revenues.

Positions:

ARTA basically mandates a two-year period of full protection of
current salaries and benefits for all employees who choose to
transfer. What happens followina that period becomes a matter
for contractual negotiation between management and employees.

The figures presented in this part of the fiscal note are the
actual number of employees in each category as of March 1,

1984. No estimate can be made of the actual number of those
choosing to transfer, although it is anticipated that most
employees will do so. In the case of temporary employees, the

first number on this line is the actual number today, while the
second estimate reflects the average number of temporary hires
used in the summer for major maintenance work.

Summary:

The- estimates orovid d in the attached fiscal note are primarily
Dased on the Transfer Team®s assessment of the likely fiscal
impacts fron state acquisition of the Alaska Pailrcad. It is
important to reiterate that hie acquisition cost of $22.3
million has been addressed in a separate fiscal note attached

to the acquisition leaislation.

It is our view that the corooration®s overall organisation as
currently envisioned in the proposed legislation will net have

any appreciable impact immediately on the railroad®"s general
financial condition. Beyond the 1increased cost for modifying

the existing administrative and management systems during the
first two or three vears following state takeover, it is difficult
to predict whether the proposed organizational arrangements 1in
this legislation will generate cost efficiencies not enjoyed
during federal ownership.

The philosophy 1in the current legislation 1is, to the extent
possible, to foster a self-sustaining business orientation for
railroad operations. This 1is consistent with the Transfer
Team"s analysis of the types of steps necessary to achieve a
break-even position at some point during the Tfirst decade of
state operations.



There 1is no specific mandate in this legislation for new exten—
sions or any more services than those currently in existence.
This should allow the railroad adequate time to reorganize and
streamline its existing operations. In addition, although
several specified planning responsibilities have been added to
the railroad"s duties, the long-term savings from performing
these kinds of systematic assessments should more than compensate

for any short-term costs resulting from performance of these
efforts.

Attachment E is a ten year summary (FY 73-82) of the railroad
financial operations during federal ownership. It should be
noted that an aoditional $66.2 million dollars in conoressional

appropriations was provided during this period to cover passenger
expenses and certain capital needs,



ATTACHMENT A

Operating Budget - FY85
Tn Thousands (000) of Dollars

This operating budget is prorated for FY 85 except for the 1impacts
to state agencies depicted in the 300 level. All amounts shown are
in 1985 dollars. These estimates represent the total prorated

FY 85 operating br~get for t"e railroad following state acquisition.
Projected revenues from the railroad®"s operations will serve as

the main source of funds for these expenditures, with limited
assistance from general fund appropriations.

Cateqoryv Amount Explanation

100 Personal $24,350.0 This funding level 1is based upon
Services current work force of 478 permanent

full-time, 38 part-time and 64 tem—
porary positions. 0Of this amount
salary comprises $19,980 and benefits
comprise $4,370. Also included 1in
this estimate are the Board of
Directors™ compensation expenses.

200 Travel 300.0 This funding level 1is the estimate
of travel funding needs, including
the Board of Directors®™ travel expenses,

300 Contractual 4,100.0 This funding level includes coverage
of the following areas: continuation
of Transfer Team activities for FY 85 -
$1,750.0 (see Attachment B); Transfer
Financial Audit - $200.0; $200.0 for
initiation of the Special Report
required in Section 9 of the bill;
Department of Administration - $80.0
for archives preservation and labor
relations coordination; costs Tfor the
labor relations agency under Article 8
of the bill - $35.0; Department of
Natural Resources - $35.0 for land
designation activities under Article 5
of the bill. The remainder of these
funds are for the railroad®"s general
contractual needs resulting from
capital improvement, operations and
financial planning activities.



400

500

700

Supplies

Equipment

Grants &
Claims

TOTAL:

5,200.0

1,200.0

1,500.0

37,350.0

This funding level 1is required for the
day-to-day operations of the railroad,
supporting all facets of operations
from administration to maintenance of
way .

This item is the complement of the
supply item also supporting day to-day
railroad operations.

This 1item provides for funds for the
railroad"s risk management expenses,
payment of damage claims, workmen's
compensation expenses and other money
claims against the railroad. No
grants are anticipated.



Attachment B
3/14/84

ALASKA RAILROAD TRANSFER PROJECT

FY 85 PROJECT BUDGET

The goal of the Alaska Railroad Transfer Team is to provide an
orderly and informed decision-making process for possible transfer
of the Alaska Railroad from federal ownership, thus ensuring
continuation of essential rail services in Alaska. If a decision
is reached to pursue state take-over of the railroad, then it 1is
also the goal of the Alaska Railroad Transfer Team to organize

and oversee a systematic transition from federal ownership.

This document discusses the major work components of the FY 85
budget submittal. The need to pursue some of these efforts is
entirely contingent on a decision to acquire, while other work
efforts are separate from that decision. Attachment A provides

the FY 85 budget submittal as introduced by the Governor. Attach —
ment B is the project budget for FY 84 and provides considerable
detail reqgarding several work tasks, many of which are ongoing 1in
1985.

The following breakdown is structured on a component or agency
basis, versus reiterating specific details regarding ongoing

work tasks. As a result, some of this explanation should be read
in conjunction with Attachment 3 1in order to fully understand

all of the scheduled work efforts.

Work Component #1 - Alaska Railroad Transfer Team Staff

As Indicated in Attachment A, funding is needed to support four
positions in the Office of the Commissioner, Department of Trans—
portation and Public Facilities. These positions are as follows:

a State Railroad Coordinator (Special Assistant 11); a Planner 1V;

a Planner 11l1; and a Correspondence Secretary I1I. These fou>*
individuals comprise the Transfer Team Staff with direct respon—
sibility for performance and coordination of all team activities.
This group reports directly to the Commissioner of DOT&PF 1in the
performance of their duties. The following breakdown represents
expenditures directly related to this area by object of expenditure.

Object of Expenditure Description Amount
Personal Services 4 Positions - DOT&PF 5195,100
Travel 4 Positions - DOT&PF 66,000
Contractual Printing/limited

Professsional Services 35,000
Supplies Miscellaneous 8,000

Total $304,100



Work Component #2 - Department of Natural Resources Assistance

An existing Reimbursable Services Agreement with the Department

of Natural Resources will be continued during FY 85. Work efforts
covered by this assistance include ongoing support activity by

the Division of Technical Services for conveyance documents and
related title review work. Additional support by DNR v/ill be
provided for coordination with the Bureau of Land Management®s
cadastral survey work and assistance from the Division of Land

and Water Management to implement the railroad transfer. The
following breakdown by object of expenditure presents the needed
funding for these services.

Object of Expenditure Description Amount
Personal Services 4 Positions - DNR $191 ,900
Travel 4 Positions - DNR 20,000
Contractual Miscellaneous
Professional Services 30,000
Supplies Miscellaneous 8,100
Total $250,000
Work Component #3 - Department of Labor Assistance

Specific assistance is still needed by the Department of Labor to
perform an extensive survey of the railroad®"s physical facilities

in relation to federal and state occupational safety and health

laws, regulations and standards. Although this was scheduled for
performance during FY 84, insufficient funding required postponement
of this work effort until FY 85. Schedul-d funds during FY 84

for this effort were diverted to cover additional labor relations
work by the Department of Administration and the use of an Enginecr-
in-Training position to assist with the engineering condition
assessment. The following breakdown provides an estimate for this
activity by object of expenditure.

Object of Expenditure Description Amount
Personal Services 2 Full-time - DOL $142,700
2 part-time
Travel 2 Fuil-time - DOL 7,300
Training 2 Full-time 5,200
Contractual Miscellaneous Professional 39,800
eServices
Supplies Miscellaneous 6,500
Equipment Health Samplina Equipment/
Memory Typewriter 12.000

Total $213,500



Work Component #4 - Department of Administration Assistance

Activity in the area will consist of continuing work efforts
initiated during FY 84 explained under task #6 of Attachment B.
Particular attention must be paid to the analysis of the five
collective bargaining agreements, which will support the full
scale initiation of the two-year renegotiation process 1in con—
junction with the new entity established to operate the railroad.
Another important work effort will be to conduct an orderly
transition from federal to state ownership for all personnel
matters and ensure that all of the specified requirements from
the federal transfer legislation are properly met by the new
organization established to operate the railroad. Other efforts
include assistance with insurance and risk management needs. The
following breakdown by object of expenditure presents the necessary
funding for this area.

Object of Expenditure Description Amount

Personal Services 1 Full-time Position $105,0J0
2 Part-time Positions 45,000

Travel 1 Full-time, 2 Part-time

Contractual Liaison Assistance/ 10S\c>c>s>

Miscellaneous
Professional Services

Supplies Miscellaneous 2,400
Total $257,400
Work Component #5 - Department of Law Assistance

Assistance from the Department of Law is needed for several tasks
to be performed by existing AG staff and retained special counsel.
Included are the following work efforts: (1) legal work pertaining
to the 3(e) (ANCSA) claims against railroad property by native
village corporations, including ongoing negotiation and staff

work to support the State®"s position during the adjudication
process; (2) leqal assistance for the preparation of transfer
documents and attention to related land conveyance problems; (3)
resulting from the response to various court actions by third
parties because the railroad transfer; (4) ongoing legal assistance
with 1issues involving regulation by the Interstate Commerce
Commission (ICC); and (5) support of efforts relating to personnel/
labor relation matters. The following breakdown by object of
expenditure presents the needed funding for this area.



Object of Expenditure Description Amount

Personal Services Staff Attorneys $180,000
Travel Staff Attorneys 20,000
Contractual Wickwire Lewis 150,000
David Walsh 75.000
David Rogers 75.000
Total $500,000

Work Component #6 - ICC Rate Valuation/Capital Plan Activity

Work efforts under this component will consist of the following:
(1) initiation of planning work necessary to file the appropriate
valuation studies before the ICC for purposes of rate-making
justification; and (2) performance of ongoing capital planning
analysis. This second task will be a continuation of efforts
performed under task #" in Attachment B. It will be coordinated
with the initiation of the ICC valuation studies to maximize
generation of a data base useful to both efforts. Funding 1in
this area is needed for contractual assistance, which will be
directly managed by the Transfer Team Staff.

Object of Expenditure Description Amount
Contractual Consulting Assistance $225,006-

Total $225,000



ALASKA RAILROAD TRANSFER PROJECT BUDGET

PROJECT BUDGET

The following depicts the project budget by work component and
amount:

Amount
(1) Alaska Railroad Transfer Team Staff $ 304,100
(2) Department of Natural ResourcesAssistance 250,000
"*3) Department of Labor Assistance 213,500
(4) Department of Administration Assistance 257,400
(5) Department of Law Assistance 500,000
(6) ICC Rate Value.-.lon/Capital Plan Activity 225,000

Project Total $1,750,000



ATTACHMENT C

Capital Improvement Program - FY85

In Thousands (000) of Dollars

This CIP 1is prorated for FY 85. All amounts shown are in 1985
dollars. These estimates represent costs to the State, and are
only part of the ARR"s total capital budget. Revenues from the
ARR for capital improvements will be added to State funding.

Item Amount

Working Capital $ 4,900 As with all businesses, the ARR
Fund will need working capital. It is
estimated that one month"s worth of
operating expenses will be adequate
working capital for the ARR.

OSHA/Code $ 4,500 As a federal agency, the ARR has
Compliance not been subject to many health,

safety, and building code standards
that would otherwise apply. These
codes will apply upon transfer, and
initial surveys conducted by the
State have been used to determine
necessary compliance levels. See
Appendix C of the Alaska Railroad
Acquisition Assessment for more
details.

Other Capital $ 6,400 These expenses represent the minimal
Improvements expenditure necessary for the ARR

to maintain current levels of
service, while initiating efforts
to reverse deterioration of physical
plant condition. Component priorities
have been selected using the findings
of the State"s independent condition
assessment. As indicated in the
attached supplement, most capital
improvements are for track and
roadbed, upgrade of certain cargo
handling facilities, and motive
power and equipment purchases.

TOTAL $15,800



Supplement to Item #3, Attachment C

Track & Roadbed - $6,185,000

Ties - Install 50,000 @ $42.00 ea. = $2,100,000
Rail - Install 6 miles @ $350,000 ea. = $2,100,000
Ballast - Install 85,000 yd3 @ $14 yd 3 = $1,190,000
Other - (Turnouts, sledding, culverts, ditching) = $ 795,000

Bridges - $883,000
Repl:ce stringers, bents, and spans
Res. . bearings, piles, ard abuttments

Tunnels - $1,060,200
Line with multi-plate
Excavate rock fail areas

Docks - $706,800
Preliminary work to rebuild barge slip #1 at Whittier

Communications - $570,000
Complete microwave systenm
Remove pole lines
Acquire equipment

Motive Power & Equipment - $4,845,000

Locomotives =$2,250,000
Upgrade Facilities =%$1,845,000
=$ 750,000

Equipment

Note: This totals $14.25 million and s the ARR"s overall FY 85
capital budget, of which $6.4 million 1is covered under this
fiscal note.



'Attachment D

3/14/84
FINANC' DRAFT

~ The following four financial statements (Tables VIII through XI) describe the
financial situation (Note 1) of The Alaska Railroad.

TABLE VIII: STATEMENT Of INCOME
FISCAL YEARS [1282-83
(Thousand do: ars)

CATEGORY 1983 1982

REVENUES (Note 2).
Operating Revenues:

Freight $43 787 $47 877
Passenger 3.305 2,627
Other gNote 15 5.305 4941
Total Operating Revenues 52,397 95,445
Non-Operatln? Revenues (Note 16) 3.697 3.352
Total Revenues $56,094 $58,797

EXPENSES (Note 3):
Operating Expenses:

Maintenance of Way & Structure (Note 4) $9,8590) $8,554
Maintenance of Equipment 12,326 11,702
Transportation 19551 18,685

Traffic Management 865 757
Incidental o 4,529 4,152
General and Administration (Note 5) 5.863 5128

Total Operating Expenses 52,993 48,978
Non-Operatln? Expense (Note 17) 277 258
Total Expenses $53,270 $49,236

NET PROFIT (Surplus) $2,824 $9,561
Add Depreciation included in Expenses 4,404 3712
CASH FLOW (Gain) $7,228 $13273

Notes follow Table XI

(1) Includes $1.7 million which was fart of Conoressional Appropriation major
maintenance anc not included in FY 1982 expense.

Expense/Revenue Ratio 94.97% 83.74%
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TABLE IX: BALANCE SHEET
SEPTEMBER 1982-83
(Thousand dollars,

CATEGORY

ASSETS:
Current Assets:
Cash (Note 8
Trust and Deposit Funds (Note 9)
Accounts Receivable
Materials and Supplies (Note 10)
Prepaid Expenses

Properties:
Land (Note 11)
Buildings o
Roadway Structures & Facilities
Equipment
Non-Operating Property
Total Properties o
Less Accumulated Depreciation:
Properties - Net
Additions & Betterments in Progress (Note 12)

Other Assets and Deferred Charges
Total Assets

LIABILITIES & PROPRIETARY INTEREST OF THE U.S. GOVERNMENT:

Current Liabilities:
Accounts Payable
Accrued Payrolls Payable
Trust and Deposit Funds (Note 9)

Other Liabilities and Unadjusted Credits
Total Liabilities

Proprietary Interest (Note 13):
Net Investment
Retained Earnings from July |, 1954
Current Year Operating Results
Extraordinary Items (Noto 6)
Total Proprietary Interest (Note 13
Total Liabilities & Proprietary .merest

Notes "ollow Table Xl

il

1983

$9,646
32

14195
10,143
20

34,036

265
12943
127,215
57,895
1947
200,265
60.516
139,749
11.599
151,348
2,526
$187,910

$4721

1320
32 1

6,073

2.209
$8,282

200,621
(18171)
2824
(/5,646)
179,628
$187.910

1982

$14,966
7

13105
7,040

0
35118

265
12921
125000
49,864
1877
189927
57,678
132249
1209
144308

3,029
$182,455

$3416
1056
7
4,479

3152
$7,631

192995
(23578)
0561
54.1541
174824
$18245



DRAFT

TABLE X: STATEMENT OF CHANGES IN FINANCIAL POSITION v
FISCAL YEARS 1982-83
(Thousand dollars)
CATEGORY 1983 1982
Funds were provided by:
Revenues and Other Receipts $56,438 $58,699
Appropriations from Congress (Note 14) 7,600 6.160
Total Funds Provided 64,038 64,859
Funds were used for:
Labor 35,579 33221
Other 14,044 17,839
Capital Improvements & Replacements 16.348 11821
Total Funds Used . 65971 62881
Increase (Decrease) in Government Equity (1,933) 1978
Other Increases (Decreases):
Undelivered Orders (2,924) 3,983
Supplies and Materials 3103 1119
Properties 7,040 3964
Other (482) 513
Total, Other | | 6,737 957F
Total Increase (Decrease) in Government Equity $4,804 $11.557
Proprietary Interest:
Beginning Balance $174,824 $163,267
Increase (Decrease) 4,804 11,557
Ending Balance (Note 13) $179,628 $174,824

Notes follow Table XI



S~

i DRAFT

TABLE XI: FIVE-YEAR CONDENSED SUMMARY Oft OPERATIONS
FISCAL YEARS 1979-83 P
(Thousand dollars)

CATEGORY 1983 1982 1981 1980 1979
REVENUES:
Operating $52397  $55445  $40782  $26737  $23200
Non-Operating (Note 16) 3,697 3,352 3159 2.155 2081
Total Revenues $56,094  $58797  $43941  $28892  $25181
EXPENSES:
Operating $52993  $48978  $40358  $34380  $31,285
Non-Operating (Note 17) 277 258 273 A4 204
Total Expenses $53270  $49236  $40631  $34724  $31489
NET PROFIT (LOSS) $2,824 $9,561 $3310  ($5832) (*6,308)
Less Extraordinary Items
(Note 6) _ E$5,646; ($4,154) ($204) g$69. 55$3193
Annual Retained Earnings $2822)  $5407 $3106  ($6524; ($6,627
Expense/Revenue Ratio 9497%  8374%  9247%  12019%  125.05%

Notes follow Table Xl

A modern wheel truing machine was installed in a newly constructed shop building in 1983.
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NOTES TO FINANCIAL STATEMENTS

1 SUMMARY OF ACCOUNTING POLICIES

The 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 manner consistent with
related commercial enterprises and, at the same time, in conformance with the
requirements incumbent upon a Government agen’

~As is the customary practice of the industry, the Railroad uses bhetterment and
retirement accounting instead of depreciation "accounting for roadbed and track.
Under this method, prescribed by the Interstate Commerce Commission, the cost of
replacing tracks and structures—Iless salvage recovered—is charged to the
appropriate operating .exPense.account and only the cost of hetterments is
capitalized. These capitalized items are not depreciated, but upon retirement of
the tracks and structures, the entire capitalized ar ounts—Iless salvage recovered—
are charged to expense.

The accounting system and related procedures disclose financial condition and
operath results to provide full accountability of the Government's investment in
the Railroad and to afford management the necessary data to carry out its
responsibility in the most efficient and economical manner,

The Railroad is finances from a revolving fund.

2. REVENUES

Revenues from rail ooerations are included in income on an accrual basis upon
the completion of service.

3. EXPENSES

Expenseis are accrued or applied or both on a basis consistent with generally
accepted accounting principles.

4, MAINTENANCE OF WAY AND STRUCTURES

Mainteiance of way and structures include expenses incurred by engineering
($9,207,000) and communications ($632,000).

5 GENERAL AND ADMINISTRATION

General and administration accounts include expenses for headquarters and
staff ($1,378,000) and the administration department ($4,405,000).

6. EXTRAORDINARY ITEMS
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).



/. DEPRECIATION

~Depreciation is computed using the straightline method and is based on
estimated service lives of depreciable properties, except for the railway track and
structures, which are computed using the industry betterment method. Depreciation
charges are determined by using the composite or group rates applicable to various
classes of property.

The following is a list of depreciation charges in FY 1983
(Thousand dollars)

Mechanical - equipment $2,807
Engmeerln% - buildings and structures 892
Transportation - docks 438
Communications 170
Non-operating 66
Other 3

Total $4,404

8. CASH

Cash refers to the fund balance with the U.S. Treasury, which is the net amount
of cash receipts, e% revenues, proceeds from sales, and amounts of congressional
appropriations, less disbursements.

9. TRUST AND DEPOSIT FUNDS

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. MATERIALS AND SUPPLIES

Inventories, consisting of replacement or repair parts for equipment and road
?ropeﬁty.- construction materials, and fuel, are valued at average cost, including
reight.

11 LAND
Land includes only property purchased by the Railroad from private owners and

carried at acquisition cost. The Railroad owns over 38,000 acres withdrawn from
the public domain at no cost; this land is not included in the financial records.

12 ADDITIONS AND BETTERMENTS IN PROGRESS
This is a control account for authorized capital projects during the period of

construction or procurement. Upon completion of the capital project, the related
costs are transferred into the appropriate fixed asset property account.
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13 PROPRIETARY INTEREST OF THE U.S. GOVERNMENT

The proprietary interest shows the Federal Government's net interest in The
Alaska Railroad. At the end of FY 1983, it is summarized as follows:

(Thousand dollars)

Aﬁ)propriation by Congress $259,496
Allotments from other agenmes, sales of lots, etc. 1,724
Property transferred or donated (not public domain) 19,903
Earthquake losses . 16,738
Deficits from operations and capital losses to 6/30/54 63,764
Retained earnings (7/1/54 to 9/30/82) 18.171
FY 1983 operating results 2E24
Extraordinary Items (Note 6) (5,646)

Total proprietary interest of the U.S. Government $179,628

14 CONGRESSIONAL APPROPRIATIONS

el Funds appropriated by Coi ress were obligated within the Y'iscal year, as shown
elow:

(Million dollars)

. o . FY 8 FY 8
Congressional appropriations received $7.60 $6.16
Obligated during fiscal year $7.60 $6.16
Amount unobligated at end of fiscal year $0.00 $0.00

15. OTHER OPERATING REVENUES

Other operating revenues include those revenues that were neither freight nor
passenger. Individual accounts exceeding $90,000 in FY 1983 were:

(Thousand dollars)

Reimbursable services $2,036
Sale of non-invested property , 1301
Reimbursements - real estate, utilities, and equipment 541
Whittier shuttle - vehicles 533
Wharfage and handling 148
Mail 145
Switching 116
Equipment rentals 0
All other 395

Total $5,305
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16.

17

NON-OPERATING REVENUES

Non-operating revenues in FY 1983 were:

Miscellaneous rentals
Interest earned
All other

Total

NON-OPERATING EXPENSES

Non-operating expenses in FY 1983 were:

Buildings
Depreciation
Equipment
All Other

(Thousand dollars)
$3466
144
87
$3,697

(Thousand dollars)

$199
60

10

2

At a re-enactmenc of the original qolden spike ceremony
Governor Sheffield wields the same maul used by President

Harding in 1923
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FREIGHT

Table Il shows freight revenue tons and freight revenue dollars by major
classification of commodities for fiscal years 1983 and 1982. Total tonnage for fiscal
year 1983 exceeded fiscal year 1982 by 34 percent. For the third consecutive year sand
and gravel led all other commodities in percentage gains. The primary cause of the
60-percent escallation was a vigorous private and business construction year plus
increases in public works dprOjects in Anchorage. The dro;\)‘ in movements of iron and
steel products from Seward to Fairbanks destined for the North Slope from its peak in
1982 accounted for the return of manufacturers and miscellaneous products to a lower
level, but still above FY 1981

TABLE Il: FREIGHT TRAFFIC BY COMMODITY

COMMODITY 1983 1982 %
FY FY CHANGE
REVENUE TONS CARRIED (000%)
Sand and Gravel 4,397.7 2,753.8 + 597
Coal 625.8 653.6 - 42
Petroleum, Qil, Lubricants 462.2 4594 + 52
Manufacturers and Misc, 3231 449.9 - 282
TOFC/COFC (Piggyback) 98.0 1224 - 199
Products of Forests 105.1. 77.0 t 365
Products of Agriculture fr 6.8 - 103
Total Tonnage 6,018.0 45029 + 337
REVENUE DOLLARS (000')
Sand & Gravel 6,647 4, >% + 459
Coal . 5,007 5072 - 13
Petroleum, Oil, Lubricants 9,723 8,376 + 161
Manufacturers and Misc. 15,704 22,512 - 302
TOFC/COFC (Piggyback) 3,625 4915 - 26.2
Products of Forests 2,955 2,301 + 284
Products of Agriculture 126 - 131

Total Revenue 43787 47877 - 85



PASSENGER

Aggressive and expanded advertising and marketin
of 21 percent in passenger ridership as shown in .
included active promotion of tour packages which attracted, for the first time, nine
cruise ships to stop at the Railroad's Port of Whittier, and provided over 14,000 of the

special train riders.

able II.

resulted in an overall increase
The marketing efforts

TABLE Ill: PASSENGERS HANDLED

1983
SERVICE FY
Anchorage-Denali-Fairbanks 61,807
Anchorage-Portage-Whittier 117,740
(Shuttle)
Specials 31732
Total Passengers Handled 211,359

The number of vehicles carried on the Anchorage-Portage-Whittier (shuttle) service

was 19516, up 10 percent over FY 1982

TARRIFS

1982 %

FY CHANGE
60,810 + 18
95,449 + 234
18,857 + 683

175116 + 207

The major ra™e adjustments made in FY 1903 are reflected in Table IV:

TABLE IV: FY 1983 TARIFF CHANGES

TYPE
Inte”ine

Intrastate: -
General Commodities

Gravel
Passenger:

Anchorage - Fairbanks
Whittier Shuttle

DATE
1-17-83

% INCREASE
S

Hi
10



Ogeratin Revenue
Non-Operating Revenue
Total Revenues

Operating Expenses
Non-Opefating Expenses
Total Expenses

Cajn SLocs)

pefore depreciation - cash flow E%

After depreciation
Capital Expenditures

Revenue Tons of Major Commodities
(in thousands of “tons)

Sand and Gruvel
bulk Petroleum
Coal , o
Iron & Steel Pipe & Fittings
Piggyback

Fores} ProdHctB
Manufactured Irun 6 Steel

Cem%n_t .
Mac merx/l_and Machines
tlfrs. 6 Misc. NOS

Other
TOTAL
Passengers

FY 1973
$16,996
681
17,677
$20,057
153
20,210
!
2,533
$ 1,260

21
1,331
74,000

|

FY 1974
$20,783

ALAKA RAILROAD OPERATIOI}IJSS SUMVIARY

(Dollar Amounts In _Tho

FY 1975
$41,416
1

[— Al SA

—
O NI HNIO 0T
OO UTIRS—

el

1,862
81,000

Fiscal Years 1973-1982*

200
2,305

103,632

FY 1978 FY 1979 FY

27,440 23,100 26

’ 1,651 ’ 2,081 ’ 2

29,091 25,181 28

$33,301 $31,285 $34
213 204

33,514 31,489 34

121 637
374 220
593 524
28 33
100 89
08 %
iV 2
33 33
41 24
13 29
183 156
2,178 1,808 1

126,277 151,045 150

* The Federal Government changed its fiscal year from July 1-June 30 to October 1-Septembcr 30 beginning in FY_1977, resu
1976.  To avoid a 15-u>onth fiscal year fo> comparisons, ‘these statistics use July 1, 1975 through June™ 30, 1976 as FY 19
Se})tember 30, 1977 as FY 1977, dropping, fne transition quurtcr. . , . ,

**Hfrs, & Misc. NOS. (not otherwise specified) discontinued, now included in specific categories.

10/82/WFC

1980 FY 1981 FY 1982

37 $40,782 $55,445
199 3,159 3,392
892 43,941 58,797
380 $40,358 $48,978
344 273 258
124 40,631 49,236
306 % 6,56/ %13,274
832 3,310 9,561
893 $11,409 $11,821

96 1797 2,754
i) 373 439
530 5 64
B 8 165
i 113 i
109 101 7
10 8 19
n 13 1
16 28 2
% 1
1 1% 198

18
741 3,362 4,503
678 161,068 & o

lting in a transition quartor in
76, "and October [, 1976 through
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MAR 2 01984

Anchorage

CHAMBER of COMMERCE

Representative Bette Cato Crossroads Of Hie .4ir World
State Capitol

Pouch Vv

Juneau, Alaska 99811

Dear Representative Cato,

For several years the Anchorage Chamber of Commerce has been closely following the trans—
fer and operation issue of the Alaska Railroad. The Anchorage Chamber has e pressed its

support of a strong independent railroad which operates as a business entity.

We feel our objectives, and the citizens of the state, are best achieved through passage
of HB 512. The major elements in this legislation which we support are as follows:

1. Specific reference under the legislative purpose of the eventual transfer of the
railroad to the private sector.

2. The independent status of the Corporation as an entity of the State.

3. The strength of the Corporation Board of Directors identified by its powers and
duties.

4. The establishment of the Executive Officers of the railroad to%manage the day-to-day
activities of the railroad. ' e * T *=

5. We strongly support the Railroad Corporation right to hold and manage its lands

including the right of eminent domain, and the right co request additional lands for
railroad purposes.

6- We support the inclusion of the strong bonding authority of the Alaska Railroad
Corporation.

7. We support the railroad generated revenues staying within the Corporation for future
railroad purposes.

8. And finally, we support the Alaska Railroad employees being employees of the Corpo—
ration.

We would like to propose one addition to Article A, Section 42.40.300 General Powers. We
recommend that the Corporation be permitted to lease a portion or all of the .peration of
the railroad to a private entity. We feel this addition should be granted to tne Uv.-io-

ration as an option to their management prerogatives and is within the overall intent of

the proposed legislation.

We recommend your support of this legislation.

Sincerely,

Al Fleetwood, President
Anchorage Chamber of Commerce

ANCHORAGE CHAMBER Or COMMERCE - 415 F STREET. ANCHORAGE. ALASKA 99501 - (907) 272-2401



QUESTIONS/CONCERNS OF COMMITTEE

Railroad Land

Surface and subsurface rights - gravel deposits

Classification of lands by DNR - who has power of eminent domain?
Legal requirements/restraints for land disposal by Railroad
Revenues from managing subsurface resource development

Open dock Tfacility in Seward

Constitutional Questions

Dedication of funds

Is is constitutional to set-up separate department or corporation-
independent Railroad authority or state-owned

Governor appointed Board of Directors with legislative confirmation-
constitutional amendment

Oversite for Railroad-Executive Budget Act, Admin Procedures Act,
Fiscal Procedures Act- and, who administers

Miscellaneous

Value of non-operating properties

Ultimate liability for Railroad

Bond rating-default by Railroad, Borrowing level from State-bond
selling power-state®s credit rating

Do we want labor contracts as part of transfer bill-who 1is
responsible for negotiation of collective bargaining agreements-
state or corporation?

Consistency in bill wording-as long as Railroad gets public money
must get public oversite

OSHA and FRA requirements-how do we want to handle them-waivers
of compliance for the state

ICC exemption for state

Number of states that own Railroad and the type of authorities
set-up



FEB 2 71964

o/ Sea-LariLd. Service, INnc

100 WEST HARRISON STREET, SUITE 522

SEATTLE, WASHINGTON 98119

February 22, 1984
H. L SCHUYLER

Director Public Allaire TELEPHONE:
Alaska Division (208) 938-6340

Honorable Bette Cato
Alaska State Legislature
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear Representative Cato:

Attached to this letter are a few suggested amendments which

we believe to be in the best interest of the State, the citizens,
dnd various modes of the transportation industry in the State

of Alaska.

We do riot feel that our suggestions are so restrictive that

the Alaska Railroad will not be able to carry on with an eco-
nomical/operational program and keep the Alaska Railroad a
viable institution. The Authority, composed of astute business-
men and a General Manager who knows how to operate and market
his railroad as a free enterprise business, will succeed.

After all, we are all working for our share of the Alaska
freight "pie.” The only difference is that the private sector
pays uaxes to City, State, md Federal Governments, and pays
the commercial interest rate for his caoital.

Trust these suggestions ar* accepted and reviewed in an unbiased
manner.

Thank you for your consideration and taking the time to review.
All we, in the private sector, are asking for is to be able
to compete on an equal basis.

Sincerel"

HLS: kt
Attachment



SENATE BILL NO. 352

Suggested amendments that should meke for a better bill:

Sb.

Page 2, Section I,,Line 17. Add: "andto apply for any
Federal monies to which the State would be entitled, or
may be available;” 8605 of ARTA

Page 2, Section 1, Line 21.Add the word "rail” between
"economical” and "transportation” in the middle of the
sentence.

Page 2, Section 1, Line 28. Add: Paragraph "(H) The Cor-
poration will not use State investments, subsidy money,
non-taxable property and chatties in considering the pricing
of the property services of the railroad.”

Page 7, Article 1, Section 42.40.110, Delegation, Line 7.
Add:  "(12) Applying for subsidies, grants and endowments
available from Federal, State or Private entities."

Page 8, Article 3, Administrative Provisions, Line 19.
Add: "This shall be a public document.”

Article 8, General Provisions, Page 27, Line 26. Prior

to "Where possible,” add: "The Corporation shall comply
with and be subject to, all provisions of the Antitrust
Laws,” If this sentence cannot be added, strike out "Where
possible.”



CITY OF OPPORTUNITY
February 21, 1984

The Honorable Bette M. Cato
Chairman

House Transportation Committee
State of Alaska

Pouch V

Juneau, Alaska 99811

Dear Representative Cato:

As a follow-up to the public hearing held by the Transportation
Committee on Saturday, February 18, 1984 at the Borough
Building, Soldotna, Alaska, please enter the following comments
concerning House Bill No. 512, "An Act establishing the Alaska
Railroad Corporation to manage and operate the Alaska Railroad;
and providing for an effective date".

I, personally, am 1in favor of the transfer of the Alaska
Railroad from the Federal Government to the State of Alaska for
23 million dollars. The plan to establish the Alaska Railroad

Corporation to manage and operate the railroad is a good one, and
similar plans have been used successfully many times.

The assets of the railroad in the Anchorage area alone far
outweigh the purchase price.

Were the State of Alaska to consider continued economic activity

and growth in minerals and agriculture, respectively, the
acquisition of the railroad becomes a critical and essential
first move. The mining and exportation of coal, and the
production and transportation of barley may determine the
economic health of at least three large regions of Alaska. One

has to visualize the movement of gravel from areas of abundance
to urban sections to appreciate the ability of a railroad to
move freight cheaply and safely.

The acquisition of the railroad presents problems as well as
benefits. The problems are not beyond resolution.

Mr. Tatsuya Ishikara, Managing Director, Market Survey, Japan
Railway Technical Service Association, Tokyo, gave a fine report
on the benefits of a railroad system at the International
Conference on Alaska®"s Resources that was sponsored by the
Resource Development Council for Alaska, Inc. and the State of
Alaska. The conference was held February 15 -16, 1984.



This 1is not a burning 1issue on the west side of the Kenai
Peninsula, but one feels that with not too much effort, a great
amount of support for the railroad purchase could be located.

Sincerely,

<« .ouJ*-'

Justin G. Maile
Mayor



Greater Fairbanks

First National Center

100 Cushman Street (907)452-1105 Fairbanks, Alaska 99717

February 24, 1984

Representative Bette M. Cato
Pouch V
Juneau, Alaska 99811

Dear Representative Cato:

The Alaska Railroad is an important asset to the state and vital to
the economy of Fairbanks. For this reason, the Greater Fairbanks
Chamber of Commerce and ©particular!. its Transportation Committee
has devoted a great deal of attention to the details of the pending
acquisition and proposed plans for operation. This has been reflected
in our annual Interior Transportation Needs Report published for the
past three years and substantial input provided at various public
and private meetings.

We have carefully reviewed legislation pending for railroad manage-
ment and operation. It is apparent that the authors of HB 512 and SB
352 wished to establish a state owned entity to manage the railroad
that was as close to a privatesector entityas possible given the
transfer constraints. We highly support this philosophy and offer the
following comments and suggestions to further strengthen this concept.

* We noted thatthe preamble of HB 512and SB 352 contains the
basic intent and powers of the legislation, but the :ntent and
powers are not repeated in the body of proposed AS 42, Chapter
40. Would it not strengthen this intent by setting itin State
Statute also?

SB 352 and HB 512 offer the most attractive organization to
operate the railroad within the stategovernment. We believe it
is preferable to have the railroad as an operating entity
separate from the Department of Transportation and Public Facili-
ties (DOTPF) or any other state department provided that DOTPF
is substantially involved in railroad expansion efforts.

I All legislation is similar in that the governor appoints a board
of directors to provide overall railroad direction; however, SB 10
establishes a stronger criteria for membershipselection. The
composition of the board will determine if therailroad is to be



operated successfully as a prudent state investment. For this
reason, we believe it important to consider that the appointed
board members will have a vastly different responsibility than
most other state boards, commissions and advisory groups.

The board of directors for the railroad will direct a megacorpora-
tion which will be dependent upon the expertise of the directors
for profit and growth. The talents and expertise of the board
members will be utilized for profit and their obligations are

similar to those of directors of corporations in the private
sector. For these reasons, we believe their selection and remuner-
ation should be similar. While SB 10 provides better criteria for
board membership selection, neither bill addresses the question
of remuneration adequately. We suggest that perhaps renumera-
tion should be similar to that of a legislator. This could ensure
the incentive necessary for full cu.'mitment by the board members.

Neither bill ensures that Interior Alaska (or any other area) is
represented on the board. This is of utmost importance to the
position of the Chamber of Commerce. We are not prepared to
endorse any legislation unless we are assured that |Interior
Alaska has proper representation on the board of directors.

It is our interpretation that HB 512 (SB 352), as they are now
written, would not allow railroad expansion into other modes of
transportation other than contractual arrangements. We concur
with this wording as long asthe railroadremains in controlling
state owneship.

The most significant difference between SB 10 and HB 512 (SB
352) lies in state overview of railroad operations. Thisis an
extremely sensitive issue. SB 10 provides a close overview by the
administration and the legislature; while HB 512 reflects almost
no overview. This lack of overview extends to other state assets
made available to the railroad. It appears that the authors of
SB 512 tried to incorporate mecnanisms to insure prompt and
economically sensitive attention from other state agencies based
upon frustrations experienced in the past when dealing with
these agencies. While we are sympathetic to these frustrations,
we do not believe it wise to attempt to cure ills of other state
agencies through the "Department of Railroads."” They should be
addressed in a more direct manner. In our opinion departments
within the state should not have their primary responsibility
compromised by overriding authority from another department.

State land and funds used for rai operation demand some
overview, yet the railroad should .>u" be subject to constant
review and approval by the administration and/or legislature.
We offer the following suggestions to deal with this sensitive
issue:



1. A distinction be made between railroad operation and rail-
road expansion. Railroad operation would be defined as
operating the railroad as received from the federal govern-
ment, the initial operating budget as set by the legislature
and future subsidies as requested by the governor and/or
provided by the legislature. The board of directors should
have complete authority over railroad operation. Subsequent
subsidies would have automatic state overview since they
would be at the discretion of the Ilegislature. Land owner-

ship, as received from the federal government, should be
transferred to the railroad corporation in fee simple (both
surface and subsurface rights). Bonding for the railroad

operation (new equipment, upgrading track, etc.) would be
limited to railroad revenue bonds and would not obligate
any other state asset. Since these bonds would reflect only
the railroad's financial strength, the board of directors
should have complete authority to obtain such bonding.

2. Expansion or certain railroad services (such as passenger
service) may be desirable for reasons other than profit

motive, and the state may wish to provide services or
extensions to guide and promote the state's development.
State land, funding and/or bonding based upon other state
assets will be necessary. A board with a profit mandate

would be reluctant to embrace these measures if they would
adversely affect the profitability of the railroad, and the
state government should share in this responsibility and

authority. Therefore, it is suggested that action requiring
state assets (land, funding or bonding) receive close over-
view. State land used for railroad purposes should be

surface rights only (excluding gravel and possibly coal
extraction). Future rights-of-way should be by permit within
a state-owned transportation corridor established for all
modes and utilities.

The above described concept provides for complete board authori-
ty and responsibility for current railroad operation ant ‘ofita-
bility and limits liability to railroad assets. State ‘eview
would be assured when assets other than the railroad j were
pledged and when expansion or services were deemed in the
state's best overall interest even though adversely affecting the

railroad's economy.

Nei.her bill adequately addresses private ownership. One method
which might be considered is that the railroad corporation create
stock and schedule its sale to private investors at market value.
Such a schedule must reflect the state's best interest and as a
minimum include 51 percent ownership for ten years and perhaps
longer to meet the federal criter a for continued operation. A
sunset requirement for . percentage of state ownership might be



Representative

the best
minimum

increment,
available

We appreciate

Bette M. Cato -4 - February 24, 1984

vehicle to use. |If the legislature did not extend the
percent of state ownership at the end of any time
then an increased share of ownership would be made
to private investors.

the opportunity to provide our thoughts and wish to

continue our involvement in developing this legislation.

Buki Wright
President------
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LAW OFFICES

Gross & Burke
A PROFESSIONAL CORPORATION
424 north franklin street
JUNEAU, ALASKA 99S0I

M M.GROSS (907) 586-3777
N A. SURKE
February 22, 1984
MEMORANDUM
TO: Senate Transportation Committee

FROM: Gross & -

RE: Organization of Public Corporation to
Operate the Alaska Railroad

At your request, we have reviewed the drafts of SB 10
and SB 352, with a view toward determining the extent to
which those bills create a valid legal structure to operate
the Alaska Railroad after its proposed purchase. Initially,
we were asked whether the legislature had the power to
require that gubernatorial appointments to the governing
authority-~ of the railroad be confirmed by the legislature.
Both SB 352 and SB 10 presently require confirmation of
executive appointments. At a second committee hearing we
were requested to advise you of the minimum number of executive
branch controls which \iust be placed on any entity created
by law to operate the railroad to insure that the entity
would be a part of t-he executive branch and, therefore,
constitutionally sound. We shall answer the questions 1in
the order posed.

SB 10 and SB 352 both provide that appointments made by
the Governor be confirmed by the legislature in joint session.
I/ SB 10 speaks of an "Authority"™ while SB 352 creates a
similar organization but describes it as the "Railroad
Corporation.” Purely for the purposes of simplicity, we

will refer to the basic organizational structure at issue
h~“re as an "Authority."



We assume that if a similar section remains in a bill, which
passes the legislature, the Governor will probably choose to
submit the names of his appointees for confirmation just as
he submits his appointees to a host of other boards and
commissions iIn state government. It is our opinion, however,
that should an occasion arise when the Governor decides not
to submit a name or names for confirmation, the legislature
would have no legal right to insist he do so.

Our conclusion is based both on the words of the Alaska
Constitution and a decision of the Alaska Supreme Court.
The constitution provides in Art. Il1l, sec. 25 that:

The head of each principal department shall be

a single executive unless otherwise provided by

law. He shall be appointed by the Governor,

subject to confirmation by a majority of the

members of the legislature in joint session
Sec. 26 of the same article states that:

When a board or commission is at the head

of a principal department or a regulatory cr

quasi-judicial agency, its members shall be

appointed by the Governor subject to con-—

firmation by a majority of the members of

the legislature in joint session
The wording of the constitution is clear on its face. The
legislature may confirm the heads of all departments, whether
they are single executive officers or a board. The legislature
may also confi an boards or commissions which are "regulatory
or quasi-judicial"™ agencies. A regulatory authority
is, as it implies, one whose basic function is to regulate a
particular public activity. The Fish and Game Board 1is a

classic example of such a regulatory board. A quasi-judicial

2



agency is one in which individual rights are adjudicated.
An example of such a board would be the Public Utilities
Commission, where contested proceedings determine rates.

The Railroad Authority as established in SB 352 or
SB 10 fits under none of these definitions. It is not at
the head of a departmentgl nor is it a quasi-judicial or
regulatory agency. Under the constitution, then, the legislature
has no power to confirm executive appointments to the Authority,
unless the legislature can add to the powers of confirmation
which are gr<v-\ ;ed in the constitution.

The legislature attempted to do just that in 1975 when
it passed a statute authorizing confirmation of a whole list
of lesser executive branch officials, including deputy
commissioners and certain division directors. The Alaska
Supreme Court held that the statute granting the legislature
the additional confirmation power was unconstitutional.
Bradner v. Hammond, 553 P.2d 1 (Ak. 1976) In the Supreme
Court®"s view, the power to appoint to positions in the
executive branch is a power reserved to the Governor under
the doctrine of separation of power, except as the constitution
permits the legislature to participate in the process through
confirmation. If the constitution does not specifically
2/ We recognize that SB 352 provides, "The corporation shall
be considered a principal department only for the purposes
of Art. 1IlIl, sec. 26, Constitution of the State of Alaska."
(emphasis added) In our view, however, the courts would
almost certainly view this purely nominal designation as
one purely of form, since the bill does not actually es—
tablish a nev; department with the kinds of gubernatorial
controls normally associated with a principal department

of state government. This 1issue of gubernatorial controls
is addressed in detail later in this memorandum.



authorize confirmation, there is no legal power to do so and
the Governor®"s power of appointment can not be subjected to
confirmation by the legislature. Put another way, the
Bradner case holds that the constitution states the outer
limits of legislative powers of confirmation; the legislature
may not expand that power by statute. While neither SB 10
or SB 352, as presently structured, would withstand constitutional
challenge on the issue of confirmation, there are options
available to the legislature which would provide a valid
legal basis for the confirmation of appointments. We will
set these options out briefly for your consideration.

The first and most obvious manner for the legislature
to obtain confirmation power is to pass a joint resolution
placing before the voters a constitutional amendment that
would specifically authorize the legislature to confirm
appointments to the Railroad Authority. This amendment
could be placed before the voters during this year®"s election.
If the amendment passed, the first appointees of the Governor
to the authority or commission would be constitutionally
subject to confirmation; if it did not pass, the situation
would remain as it is today - <confirmation if and when the
Governor chooses to submit the names. We should note that
following the Bradner case a constitutional amendment granting
broad additional confirmation powers to the legislature was
put before the voters and failed, but whether that would be
the fate of a more narrowly drawn provision would be difficult

to predict.



The second option to insure confirmation would be to create
an entirely new department of state government, which would be
headed by the Railroad Authority. The sole purpose that new
department would be to the railroad. In such an instance, the
Authority would be at the head of a department and under Art. |I11,
sec. 26 of the Alaska Constitution, the members of the Authority,
would be subject to confirmation. There are, however, certain
serious problems which might result from this approach. One
of the basic purposes of the present bills creating an in—
dependent public corporation or authority (located nominally
vithin a department) 1is to permit the Railroad Authority to
raise money for operations without involving the general credit
of the state. If, however, the authority which manages the
railroad is a full department of state government there is some
real question about its ability to successfully perform this
fundraising activity without the involvement of state credit.
Art. IX, sec. 8 of the constitution provides that no state
debt may be incurred unless (1) it is authorised by law; (2)
is for capital improvements; and (3) is ratified by the voters.
Sec. XI of the same article provides that the restrictions of
sec. 8 do not apply to debts incurred through revenue bonds
issued by public corporations or public enterprises of the
state when the only security is the revenue of the enterprise
or ,he corporation. Whether or not an entire department of

state government can be made a "public corporation”™ or whether



or not the entire activity of a department of state government
would qualify as a "public enterprise”™ are questions that
have never been decided in this state by any court. While
the committee can certainly receive advice from legal counsel as
to the possible or probable outcome of litigation on these
subjects, it would at best be an educated guess. Th™ result
m~ .,.t well be that in order to obtain confirmation powers the
committee would create a department which, in the end, might
be subject to the same bonding restrictions applicable to all other
departments of state government. I gather there 1is no
disagreement within the committee that such a result would
be highly undesirable. We cannot recommend this method of
insuring confirmation powers because the risks are simply to
great - the legislature would be ir totally unchartered waters
and the magnitude of the questions involved is simply to great to
accept that decree of risk.

Having discussed the 1issue of confirmation, we no.-move
to the second issue posed by the committee. Specifically,
that question involves the extent to which a public corpora—
tion may be established independently of the authority of
executive branch and yet be a part of that branch of government.
Art. 111, sec. 22 of our constitution requires that all agencies
of state government and their respective functions shall be

allocated within no more than 20 principal departments.



The only exceptions provided are for ""regulatory, quasi —

judicial, and temporary agencies. As we view the functions
of the operation of the Railroad - whatever form of entity
is chosen - those functions are not primarily "regulatory"”

or quasi-judicial. Further, the railroad operation
would not necessarily be "temporary."™ Although conceivably
the railroad could be sold or leased at some point in the
future to a private corporation, the existence of the operating
entity could well be permanent.

We think it is clear that the Alaska Supreme Court
would v.iew the Railroad Authority as performing operational
or executive functions and would, therefore, require that
the Authority be either a separate principal department or
located within one of che already established principal
departments. We have already reviewea the problems that
would te creatsd if the Railroad Authority would be made the
head of an entirely separate principal department. Therefore,
we are left with the conclusion that the only other constitutionally
sound option is to place the governing board or authority
within an existing department of state government.

Simply stated, then, the legal 1issue you have asked
reduces itself co this. On the one hand, the legislature
seeks to create an "independent” authority - one which has

financial and political autonomy and is not subject to

direct gubernatorial control. On the other hand, the constitution



requires that all executive or managerial functions be a
part of the executive branch, which, 1in turn, 1is under the
supervision and control of the Governor. What then are the
limits - how much gubernatorial control 1is required to make
the "independent" authority a constitutionally valid part of
state government?

The cases that the Alaska Supreme Court has reviewed
concerning the requirements of Art. 111, sec. 22 make it
clear that more than mere nominal placement of an independent
corporate entity within a department in the executive branch
is required. For example, 1in De Armond v. Alaska State
Development Corporation, 376 P.2d 717 (Alaska 1962), it was
claimed that the legislation creating the Alaska State
Development Corporation was unconstitutional because it
sought to create an independent agency that was nominally
within the Department of Cummerce, but which the challengers
claimed was not in actuality within that department. The
Alaska Supreme Court rejected this contention and upheld the
constitutionality of the Development Corporation. In doing
so, the court enumerated a number of features contained 1in
the enabling legislation for the corporation, which demonstrated
sufficient ties with the Department of Commerce to justify
the conclusion that the corporation was (at least for con-—
stitutional purposes) truly within the Department of Commerce.

The Tfactors that the court cited were as Tfollows:



(1) the Commissioner of Commerce had a permanent seat
on the board of directors and thus had "considerable influence"
on the board;

(2) the other six members of the board were appointed
by the Governor, and served at his pleasure;

(3) the board was required to submit comprehensive
annual reports to rhe Governor and legislature;

(4) the financial records were to be audited annually
by the legislative auditor; and

(5) the state"s bank examiner was required to examine
the corporation®s records each year.

Additionally, although the court did not make clear
what significance this fact had, it noted that the corporation
was "temporary"™ and Juld be disc-17ed by a majority vote of
the board subject to legislative approval.

Four Tears later, the court reviewed a similar challenge
to the constitutionality of the Alas, a State Mortgage Association;
i.e. that it was only a nominal rather than a legitimate
part of the department of state government in which it had
been placed. Walker v. Alaska State Mortgage Association,

416 P.2d 245 (Alaska 1966). The court, however, noted that
the mortgaae association legislation contained most of the
same features which it had cited in De Armond to support its
conclusion that the development corporation was properly

established within a department of state government. Like



the development corporation in De Armond, the mortgage
association members were appointed by the Governor and
served at his pleasure. The commissioner of Commerce had a
permanent seat on the board of the association. Additionally,
the court noted that as further evidence of gubernatorial
control, the mortgage association was required to submit
detailed annual reports to the Governor and legislature, the
financial records were subject to an annual legislative
audit, and certified copies of the minutes of every meeting
of the association were required to be sent to the Governor.
Neither of these decisions, unfortunately, provide any
guidance on the question of the minimum number of factors
that will be required in order to meet the constitutional
requirements of executive supervision or control. In both
cases, however, the court seemed to emphasize two Tfactors
over and above all the others. The first was that board
members served at the pleasure of the Governor. The second
was that the Commissioner of the department within which
these independent entities were located served on the board
and was a full voting member. These two features were
emphasized by the court to demonstrate that the Governor
exercised at least partial control over the activities of
the board. The court, for instance, noted that while the
commissioner was only a single member of a multi-member

board his position as a cabinet member would give him

10



substantial influence. The court further emphasized that
the Governor was in a position to .exercise influence on an
otherwise independent board through the fact if there were a
real disagreement in policy, he could exert control over the
board members through his ultimate power to reove them. The
court, 1in Walker, cited with approval language from the
Superior Court decision in the case to this effect:

If the Governor is dissatisfied with the

executive director in either his capacity

as a member of the Alaska State Housing

Authority or the Alaska State Mortgage

Association, he can assert his authority

over the board members to effect the

director®"s removal, and should they dis—

regard his wishes, his alternative is to

appoint members to the board who will

appoint an executive director satisfactory

to the Governor.

Walker, at 250 n.19.

At the same time, the court recognized that there may
be important and legitimate reasons for the legislature to
insulate a board or authority from direct gubernatorial in—
fluence over particular decisions. In the courts words:

It is true that the Commissioner of Commerce

can not dictate the decisions of the Board.

Nor can any other state official . . . .

It is quite apparent that the legislature

intended the board to be free from outside

control in making decisions on particular loans.

De Armond, at 724 (emphasis added).

Nonetheless, it is clear from the decisions that there

are limits to the degree of insulation that the court will

11



tolerate and still uphold the constitutionality of the
placement of the independent corporation nominally within a
department of state government.

Accordingly, it is our view that to insure constitu—
tionality of this bill the legislature should, at an absolute
minimum:

1. <create an independent authority which is part of an
enumerated department of state government;

2. provide that the board for the public corporation

or authority be comprised of persons appointed by the Governor

and who serve at his pleasure;§/ and

3. that the commissioner of the department in which
the authority is placed serve as a voting member of the
board.

3/ There 1is a secondary, but perhaps no less important,
reason why the appointees to the governiny body of the railroad
should serve at the Governor®"s pleasure. As a constitutional
matter, there is a serious question as to w.iether any ap-—
pointee of the executive branch with the exception of those
who serve in regulatory or quasi-judicial positions can be
subject to any other restrictions but that they serve at
the Governor®s pleasure. The U.S. Supreme Court has in—
terpreted that under the federal constitution, if an office
is "executive" 1in nature, legislative efforts to restrict
the president®s power to remove an official are invalid.
Myers v. United States, 272 U.S. 178. That opinion has been
modified slightly in Humphries Executor v. United States,
295 U.S. 602, as the court held that a member of the Federal
Trade Commission could have his term set by Congress and be
insulated from removal b" the president, but the court was
clear to limit its opini 1 to quasi-legislative or judicial
agencies, 1i.e. those thar were actually passing regulations
or resolving legal disputes as their prime function. The
Railroad Authority would fall in neither of these categories,
but would be within a traditional executive agency structure.
We raise this issue because we can be reasonably sure
that the content of this bill will be litigated in the courts,
if there is any reasonable basis to do so. The appoint—
ment of commissioners to the Railroad Authority who serve
at the Governor®s pleasure would reduce the possibJlity of
legal attack on yet another basis.

12



It would be advisable, as well, to include ;ast
some of the kinds of provisions (such as the annual reports
to the Governor and legislative audits) which the court in
De Armond cited as significant, although these may not be
essential. Beyond that, the legislature may, 1in our view,
limit the application of acts such as the Executive Budget
Act, Administrative Procedures Act and others which 1impact
most executive branch agencies, but are not, 1in our view,
critical to upholding the constitutionality of this public

corporation structure.

AMG/SAB/yw



Alaska Railroad Operating Entity
Sheffield Administration - Policy Statement

The Alaska Railroad 1is a fundamental link in Alaska"s overall
transportation system. Ensuring the continuation and development
of this rail system as Alaska®"s transportation needs grow should
be a major public policy objective 1in the years ahead.

Along with most Alaskans, | share this objective. I hope to
see the Alaska Railroad provide the maximum benefit to our
residents with minimum involvement by State government for
requlatory oversight and public funding.

I support the development of the Alaska Railroad from its

present status of a federally owned and operated agency to one
which 1is funded and operated to the maximum extent possible by
the private sector through a private company management contract
or similar form of lease arrangement. X believe it will take a
period of time to reach this goal. Consequently, it is important
that anv legislation provide adequate and specific provisions
mandating that these alternatives be addressed.

It is important to keep 1in mind one essential fact: as lona as
the Alaska Railroad receives public funding, there must be
comparable public oversight and accountability for its operation
and management. If we accept anything less, we will be shirking
our responsibility to all Alaskans to prudently and properly
manage public funds.

I commend the members of our Legislature for the extensive inter—
est they have demonstrated 1in the Alaska Railroad transfer

issue. I know that manv legislators have worked hard to develop
acceptable transfer legislation which addresses a wide range

of State policy concerns and interests over the past several
years. Rather than introduce legislation of my own, 1 look
forward to working with the legislation already 1in preparation
provided that it is consistent with my following basic policy
considerations:

D) Railroad operations should be insulated from political
interference but remain responsive to the public inter—
est. The public entitv selected should be one best
able to accomplish this aoal.

(2) The railroad entitv should be constituted so that it
has broad latitude 1in its operation and financing
subject to public interest safeguards in existing
state law, 1including the Executive Budget Act, Fiscal
Procedures Act, and Administrative Procedures Act.

I realize that certain sections of these laws mav
not be entirely applicable, and therefore limited
exemptions may be necessary. ..



(3) All revenues aenerated by the railroad should only be
expended for railroad and related purposes.

(4) The railroad should be able to incur bonded indebted—
ness to an extent consistent with its ability to
repay the indebtedness from its own revenues.

(5) The railroad should hold title to the surface estate
of all lands received in the purchase and enjov
access to subsurface material necessary for actual
rail operations. Specific arrangements should be
included to ensure consistency with general state land
policies, and to provide that sale oif real property
cannot occur without the approval of the Department
of Natural Resources.

(6) To minimize the State"s exposure to railroad lia—
bilities and to lower administrative costs, the
railroad should take advantage of the economies of
scale afforded bv participation in the State®s 1insur—
ance and risk management plans. The Department of
Administration should have primary responsibility
for the negotiation of collective baraaining agreements
with railroad employees.

(7) The railroad should preDare and implement operating
and capital plans, and explore long-range expansion
needs. No later than three vears after acquisition,
the railroad must prepare a report for the Governor
and the Legislature recommending a method for obtain
ina private sector participation in railroad operations.



POSITION PAPER ON STATE ACQUISITION AND MANAGEMENT
OF THE ALASKA RAILROAD

As the community fTom which the Alaska Railroad had its beginning, Seward has
been closely tied to the railroad for its lifeblood, for all of it"s 80 year
history. The acquisition and management of the railroad by the Stace of Alaska
is of vital concern to the citizens of this community.

The present Alaska Railroad operation, despite some physical plant problems, is
basically a sound operation. Clearly there is a need for plant improvements and
it "teeds the ability to extend rail to the resource rich areas of our state.

Any new proposal for management must seek to maintain those parts of the
railroad that are operating effectively, and to <cure, when possible, the
liabilities of the present system. The City of Seward 1is concerned that without
this analysis, tne railroad could become less of a rail service. We should

improve 1its physical plant, allow it to function under professional management.

If this becomes the case, the City of Seward would fully support the railroad

transfer even if a price has to be paid. We would not, however, support such a
transfer if the rail system 1is not improved, and still requires a cash outlay by
the State.

MANAGEMENT :

As an integral part of the State"s 1long te-m economic development policv, the
Alaska Railroad must be managed in such a way as to minimize the influences of
political cycles resulting from our election process. It must be operated with
the fiscal strength necessary to overcome the short term changes in government,
inflation rates, commodity prices and operaring cost.

It is our desire chat any Authority created to manage the Alaska Railroad be as
professional, efficient an.l aggressive as possible. We feel that the Authority
should operare as similar as possible to private enterprise and 1if possible,
should have the option of contracting for the operation of Che railroad with a
private company.

To achieve tnese goals, the Railroad Authority should not be a Department of the
State government, but a separate entity. The Board should represent
professional.s in the business and service areas allied to railroad operations.
The Board should be appointed by the governor, and serve terms of six years.
The board members should delegate a significant percentage of the management of
the railroad to Che railroad®s chief executive. The chief executive must be the
best person available and possess railroad operating experience, and be
compensated accordingly.

The Railroad Authority should have the ability to bond or otherwise outain funds
for upgrading and expansion. The railroad will initially require an investment
underwritten by the State.

It is important that the revenues generated by the Alaska Railroad do not become
part of the General Fund of the State of Alaska, but be put back into the
Railroad®"s General Fund for operation of the railroad. Equally important is the
need for all of the assets, including land to be in the control of the Railroad
\uthority,” not under the Department of Natural Resources. As part of the



Alaska Railroad Position Paper
Page Two

transfer agreement, the Federal Government must allow the State clear title to
all Alaska Railroad lands. The Alaska Railroad Authority should also possess

the right of eminent domain.
DEVELOPMENT OF ALASKA RESOURCES:

Because of Alaska"s size of land area, small population centers, and frontier
transportation infrastructure, Alaskans are particularly dependent upon
the Alaska Railroad for the growth and development of interior resources.

The City of Seward feels the railroad should beexpanded and utilized as the
primarv tool 1in developing the resources within the State of Alaska. Careful
expansion of the railroad will 1improve the overall business climate in Alaska.
We feel it is a legitimate use of State funds for for the State to use 1its
railroad to assist in opening up the undeveloped areas of the state.

PORTS:

Most Alaskan p" :s are operated by local governments. Recognizing that, it is
probable that with transfer of the railroad and its associated ports, the State
will find itself competing with local ports. Every effort should be made, if

possible to transfer railroad port operations to willing local governments.
IN SUMMARY, we stress that:

The Alaska Railroad be used to promote development and that the transfer and
enabling legislation promote that philosophy.

In conjunction with railroad expansion, the impact of a long lead time r.ecessarv
for railroad extension be recognized and shortened where possible.

Any State acquisition of the railroad be predicated upon the State®s commitment
to provide funding to upgrade the capital and rolling stock facilities of the
existing systen,-

If the State acquires the Alaska Railroad, it should explore the option of
contracting the railroad®"s operation to a qualified private contractor rather
chan running it as a State enterprise.

If a State Constitution change is necessary to accomplish the creation of an
independent authority, we would support Ilegislation to place the issue on the
ballot.



A lMENDI1I1IE KT

Offered in the HOUSE By M/es~

TO: HB 512

Page 16, after line 10, insert a new section to read:

"Sec. 42.40.460. MUNICIPAL RIGHT-0OF-WAYS. Upon request of a
"municipality the ~corporation shall grant to the municipality a
right-of-way in a railroad utility corridor or in land owned by the
corporation to be used for a pedestrian walkway or trail. Before
granting a right-of-way under this section the board may require the
municipality to agree to hold the corporation harmless for any use
made of the right-of-way and to execute the agreement in a form

approved by the board."”

-1 - 1/19/84



COMMONWEALTH NORTH RECOMMENDATIONS

Richard F. Barnes
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THE FOLLOWING INFORMATION HAS BEEN PREPARED FOR YOU:

N

List of questions/concerns expressed by committee
members during meetings

Committee Minutes:

2/7/84

2/9/84

2/15/84 - HB 543 passed out of committee as CS
2/16/84

2/18/84 - Soldotna Hearings - Amendments offered-AFGE
2/21/84

2/22/84

2/23/84 - Anchorage Hearings - Suggestions

Seward City Position Paper
Amendment offered by Mike Miller
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