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HB 543

T he  T r a n sp o rt a t io n  C om mit te e ...» had H O U S E  B IL E  NO. 543 
(authorizing ac qu i s i t i o n  of the A las ka  Railroad; au t h o r i z i n g  
the go ve rno r to neg o t ia t e the transfer terms; ef f e c t i v e  
date) under consi de ra tio n,  recommends it be  re pl a c ed  wit h 
CO M MI T T EE  SU B S T I T U T E  FOR HOUSE BILL NO. 543 (Tr an sportation) 
(same title) and reports it back us follows: Cato (C h a i r­
man), Bettisworth, Flood, McBride, Herrman, Abood, Davl.t 
and M.W, M il ler  recomm en d do pass; Re p re s e n t a t i v e  Si’.ymanaki 
recom me nds  do pass " W o o - W o o”.

HB 543 was inferr ed  to tlie Finance Committee.

J*
IN TR O D UC TION O F  CI T A T I O NS

*
The follow .ng c it ati on s w ec e received:

In Memorials - V ie t n a m  C a sua lt ie s 
by Re pr ese nt ati ve s Furnace, Bar: os,
Hayes and Ll sku and Senutor s Halford 
and Kelly

Ho no r i ng  - T h e o do r e W ill ia ms  
by Repr ese nt ati ve s Fur nace and Barnes 
and Senato rs Hal ford and Kelly

In Meraorium - Ce or ge Beck 
ny Re pr e se n t at i ve  Shultz

Ho nor ing  - Northway Girls Baske tba ll  
T ea m

by Rep ru son t a tl v a Shultz

The cltac* cn s were referred to the Rules Co mm i t te e  for 
placement on the calundar.
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STATE OF ALASKA 1984 LEGISLATIVE SESSION

REQUEST 

B i 11/Resolution N o . :

P a g e  1 o f  2 

H B  543

FISCAL NOTE 

Revision Date: 1 / 1 9 / 8 4

FISCAL DETAIL 
Agency Affected:______ n /A

Title: Alaska Railroad Acquisition Program Category Affected

jBc.t

N / A

Sponsor: ...... l .. •________________  BRU, Program or Subprogram(s) Affected:
Requestor: Rules, by request of Governor_________ N/A '_______________________
Date of Request: 1 / 1 8 / 8 4 ___________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 ■ FY" 85"” FY'sT FY 87 FY 88 FY 89

OPERATING *

100 PERSONAL SERVICES - 0 - - 0 - - 0 - - 0 ~ - 0 - - 0 -

200 TRAVEL

300 CONTRACTUAL

'•*00 SUPPLIES

500 EQUIPMENT

600 U N O  & STRUCTURES

700 GRANTS, CLAIMS

800 MISCELLANEOUS

TOTAL OPERATING - 0 - - 0 - - 0 - -0- -0- - 0 -

CAPITAL - 0 - 22,271.0 - 0 - - 0 - -0-~ . . -o-
•

REVENUE * - 0 - - 0 - " 0 -  . - 0 - - 0 - -n-

FUNDING: (Thousands of Dol1a r s )

CENERAL FUND - o ~  . 22.271 0 - 0 - -n-*' -n- -n-
FEDERAL FUNDS

OTHER

TOTAL - 0 - 22,271.0 -o- -n- -n- -n-

POSITIONS: *

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: sjsneRAL f u n d

*This fiscal note only covers the actual purchase price. Specific estimates 

for these other needs will be presented in subsequent fiscal notes relating 
to proposed operating entity legislation.

ANALYSIS: Attach a separate page for analysis .

repared By^jarK 5, .Hickey. State .Railroad Crorfliijffihone:. ._4fi5-ignn 
l VI Si on: Alaska Hailroad Transfer Team_________/ W  Date_•___.i/J.9/84;

P

Di

Approved by Commissioner: h.- .ir- {/ ft) Date:

Agency:_Dept. Of T r a n s p o r t a t i o n  & P n h H o  v a r m L Y i e s

Distribution (by Agency preparing fiscal npte): 

Legislative Finance 
Legislative Sponsor 

Requestor

Office of Management and Budget 
Impacted Agency(ies)

1/19/84

12/1/83

FULL-TIME - 0 - - 0 - - 0 - - 0 - - n - - n -
PART-TIME

TEMPORARY



A n a l y s i s : H B  543 P a g e  2 o f  2

If t h e  S t a t e  e l e c t s  to a c q u i r e  the A l a s k a  R a i l r o a d  in a c c o r d a n c e  
w i t h  the A l a s k a  R a i l r o a d  T r a n s f e r  A c t  o f  1982, it m u s t  c o m­
p e n s a t e  the U n i t e d  S t a t e s  for its f a i r  m a r k e t  v a l u e .  T h e  
A l a s k a  R a i l r o a d  T r a n s f e r  T e a m  h a s  d e t e r m i n e d  t h e  v a l u a t i o n  of 
$ 2 2 , 2 7 1 , 0 0 0  p e r f o r m e d  b y  the U n i t e d  S t a t e s  R a i l w a y  A s s o c i a t i o n  
s h o u l d  be a c c e p t e d  as r e a s o n a b l e .

In a d d i t i o n  to the p u r c h a s e  p r i c e ,  t h e  T r a n s f e r  T e a m  h a s  
i d e n t i f i e d  the t o t a l  l i a b i l i t y  to the S t a t e  a s s o c i a t e d  w i t h  
a c a u i s i t i o n  of the r a i l r o a d .  A l t h o u q h  t h e r e  a r e  a f e w  u n k n o w n s  
s t i l l  u n d e r  i n v e s t i g a t i o n ,  we h a v e  d e t e r m i n e d  t h a t  u n d e r  a 
l o w - e n d  o r  " b e s t  c a se" s c e n a r i o ,  t h a t  a p p r o x i m a t e l y  $ 2 3 . 5  
m i l l i o n  w i l l  be n e e d e d  f o r  a d d i t i o n a l  " s t a r t - u p  c o s t s "  to 
c o v e r  the f i r s t  v e a r s  of  o p e r a t i o n s .  U n d e r  a h i a h  end o r  
" w o r s t  c a s e "  s c e n a r i o ,  the a d d i t i o n a l  f i n a n c i a l  e x p o s u r e  to 
t h e  S t a t e  f r o m  e n s u r i n g  c o n t i n u e d  r a i l  o p e r a t i o n s  f o r  the 
n e x t  t e n  y e a r s  m a v  r u n  as h i g h  as $ 4 7 . 9  m i l l i o n  (it 1983 d o l l a r s ) .

T h e  r a i l r o a d  is an i m p o r t a n t  l i n k  in A l a s k a ' s  t r a n s p o r t a t i o n  
n e t w o r k ,  p a r t i c u l a r l y  f o r  the s u r f a c e  m o v e m e n t  o f  b u l k  
c o m m o d i t i e s .  A b a n d o n m e n t  of ra i l  s e r v i c e  w o u l d ,  at the very- 
l e a s t ,  r e s u l t  in c o s t l y  i m p a c t s  to the S t a t e ' s  h i g h w a y  s y s t e m .

T h e  f e d e r a l  g o v e r n m e n t  h a s  the a u t h o r i t y  to d i s p o s e  o f  the 
r a i l r o a d ,  a n d  a p p e a r s  c p m m i t t e d  to d o i n g  so. T h e r e  is no 
g u a r a n t e e  t h a t  s e r v i c e  w i l l  be c o n t i n u e d  u n d e r  a n o t h e r  
d i s p o s i t i o n .  N o r  is t h e r e  a n y  c u r r e n t  e v i d e n c e  o f  a p r i v a t e  
s e c t o r  i n t e r e s t  w i l l i n g  to s t e p  in and g u a r a n t e e  c o n t i n u e d  
r a i l  s e r v i c e s .

A c q u i s i t i o n  e n s u r e s  c o n t i n u a t i o n  of e s s e n t i a l  r a i l  s e r v i c e s ,  
g i v e s  the S t a t e  c o n t r o l  o v e r  the r a i l r o a d ' s  o p e r a t i o n s ,  and 
p r e s e r v e s  all f u t u r e  o p t i o n s  r e g a r d i n g  its f i n a l  d i s p o s i t i o n .
It a l s o  o f f e r s  t h e  S t a t e  an o p p o r t u n i t y  to r e s t r u c t u r e  the 
e x i s t i n n  o r o a n i z a t i o n  to o b t a i n  g r e a t e r  e f f i c i e n c i e s  and m a k e  
the r a i l r o a d  m o r e  r e s p o n s i v e  to o u r  g o a l s .

F o r  t h e s e  r e a s o n s ,  the S h e r n e i n  a n m i m s t r a r . i o n  n n s  a c c e n t e d  
the r e c o m m e n d a t i o n  o f  the T r a n s f e r  T e a m  th a t  t h e  S t a t e  s h o u l d  
p r o c e e d  w i t h  a c a u i s i t i o n  of the A l a s k a  R a i l r o a d .  F u r t h e r m o r e ,  
a d d i t i o n a l  d i s c u s s i o n  w i t h  the f e d e r a l  g o v e r n m e n t  o v e r  c o m­
p e n s a t i o n  t e r m s  h a s  le a d  to the c o n c l u s i o n  to s e e k  a d i r e c t  
c a s h  a c a u i s i t i o n  v e r s u s  m o r e  c o m p l i c a t e d  l a n d  t r a d e s  or 
f i n a n c i n q  p a c k a g e s .
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COMMITTEE REPORT

HOUSE

(9) F U R T H E R :  FINANCE

1/27/84 Dat e :  7 b ~ \ b  - 3  A

T h e  C o m m i t t e e  o n  T R A N S P O R T A T I O N has h a d  H B  543

"An A c t  a uthor i z i n g  the a cquis i t i o n  of the A l a s k a  Railroad; 
au t h o r i z i n g  the g o v e r n o r  to n e g o t i a t e  the transfer terms; and 
p r o v i d i n g  for an e f f e c t i v e  date."

un d e r  c o n sidera tion and recommends

[ ] 

[ ] 

[ XI

do p a s s  [ ] do n o t  pass

do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s (s )

r e p l a c e  w i t h  CS f o r  \A \A : V t , S  

a n d  r e c o m m e n d s

l y- ,
[><] s a m e  t i t l e

_____________ [ 1 n e w  t i t l e

[ ] 

[ ] 

[ ]

A N D  a t t a c h e s  a " L e t t e r  of I n t e n t " [ ] N e w  F i s c a l  No t e

[ ] Zero Fiscal Note Attached 
r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

r e f e r r e d  to the Com m i  ttee

M E M B E R S  S I G N I N G  
DO P A S S

L/ r[ :  / 1

M E M B E R S  H A V I N G  
O T H E R  R E C O M M E N D A T I O N S :
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2/10/84 v.

O r i g inal sponsor: R u l e s / G o v e r n o r

IN T H E  H O U S E  BY T H E  T R A N S P O R T A T I O N  COM MITTEE

CS F O R  H O U S E  BILL NO. 543 (Transportation)

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - S ECON D SESSION

A  BILL

For an Act entitled: "An Act a u t h o r i z i n g  the a c q u i s i t i o n  of the Alaska

Railroad; a u t h o r i z i n g  the g o v e r n o r  to neg otiate the 

transfer terms; and p r o v i d i n g  for an effective date." 

BE IT E N A C T E D  BY T H E  LEC "LATURE OF THE STATE OF ALASKA:

* S e c tion 1. ACCEPT* I  OF C E R T I F I C A T I O N  R E Q U I R E M E N T S  OF A L A S K A  R A I L­

ROA D  T R A N S F E R  A C T  OF 1982. The state accepts, for itself and any entity 

that m i g h t  s u b s e q u e n t l y  be created to o p e r a t e  the A l a s k a  Railroad, the 

c e r t i f i c a t i o n  r e q u i r e m e n t s  u n d e r  45 U.S.C. 1201 - 1214 (Alaska Railroad  

Tr a n s f e r  Act of J a n u a r y  14, 1983). Accordi ngly, the state agrees to

(1) acquir e the A laska  Ra ilroad and accept all rail property of 

the A laska R a i l r o a d  under 45 U.S.C. 1203(a);

(2) o p e r a t e  the Alaska  R a i l r o a d  as a rail carrier in intrastate 

and inte rs t a t e  commerce;

(3) a s s ume all rights, liabilities, and obligations of the 

Alaska R a i l r o a d  e x i s t i n g  on the date of transfer to the state, including 

leases, permits, licenses, contracts, agreements, claims, tariffs, accounts 

receivable, and accounts payable, except as o t h e r w i s e  p r o v i d e d  by 45 U.S.C. 

1201 - 1214;

(4) p r o t e c t  the employment Interests of the employees of the 

A laska R a i l r o a d  d u ring the two-year p e r i o d  c o m m e n c i n g  on the date of t r a n s­

fer, as required b y  45 U.S.C. 1203(d)(3)(A) and 45 U.S.C. 1206;

(5) p r o t e c t  the employment inter e s t s  of the officers of the 

Al a s k a  R a i l r o a d  as r e q u i r e d  by 45 U.S.C. 1203(d)(3)(E);

(6) a l l o w  repr e s e n t a t i v e s  of the U n i t e d  States Secre t a r y  of

-1- CSHB 5 4 3 (Trsp)
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T r a n s p o r t a t i o n  a d e q u a t e  a c c e s s  to e m p l o y e e s  a n d  r e c o r d s  o f  the A l a s k a  

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

of f e d e r a l  o w n e r s h i p ;  a n d

the U n i t e d  States at the v alue determined by the 

U n i t e d  States R a i l w a y  A s s o c i a t i o n  u n d e r  45 U.S.C. 1204(d).

* Sec. 2. (a) The g o v er nor m a y  enter into transfer agreements, c o m p e n­

sation agreements, and any other r e l a t e d  agreements w i t h  the United States 

S e c r etary  of T r a n s p o r t a t i o n  in order to secure c e r t i f i c a t i o n  by the s e c r e­

tary that the state has met the r e q u i r e m e n t s  of 45 U.S.C. 1203 and in order 

to secure the t r a n s f e r  of the A l a s k a  R ailr o a d  to the state.

(b) T r a n s f e r  of the A lask a R a i l r o a d  shall not occur until after the 

e f f e c t i v e  date of an Act e s t a b l i s h i n g  or otherwise  p r o v i d i n g  for an entity 

to operate the s t a t e - o w n e d  railroad.

* Sec. 3. D EFINITIONS. In this Act, unless the context .learly i n d i­

cates otherwise,

(1) "Alaska Railroad" m e a n s  the agency of the United States 

G o v e r n m e n t  that is o p e r a t e d  by the U.S. Department of Trans p o r t a t i o n  as a 

rail carrier in A l a s k a  u n d e r  a u t h o r i t y  of 43 U.S.C. 975 - 975(g) (Alaska 

R a i l r o a d  Act) and 49 U.S.C. 1 6 5 5 ( i ) (Department of T r a n s p o r t a t i o n  Act) or, 

as the context requires, the r a i l r o a d  oper ated by that agency;

(2) " c e r t i f i c a t i o n  r e q u i r e m e n t s "  means the conditions under 45 

U.S.C. 1203 that the U n i t e d  States Secretary of T r a n s p o r t a t i o n  must certify 

as h a v i n g  be en s a t i s f i e d  by the state before  transfer of the Alaska R a i l­

road to the State of Alaska m a y  occur u n d e r  45 U.S.C. 1203(a);

(3) " c o m p e n s a t e "  means payment in full or by credit agreement 

w i t h  cash or p l e d g e d  funds;

(4) "offi cers of the A l a s k a  Railroad" means the employees o c c u­

pyi n g  the f o l l owi ng p o s i ti ons at the Alaska Railroad as of the day before 

the date of t r a n s f e r  to the state: general manager; assis t a n t  general

CSHB 5 4 3 (Trsp) -2-
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manager; assi stant to the general manager; chief of administration; and 

chief counsel.

* Sec. 4. This Act takes effect immediate ly in accor d a n c e  w i t h  AS 01.- 

1 0 . 0 7 0 ( c ) .
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S t a t e  o r  A l a s k a

O F F I C E  O F  T H E  G O V E R N O R

*J w n ir \  i:

J a n u a r y  26, 1984

T h e  H o n o r a b l e  J o e  Ilayes
A l a s k a  S t a t e  H o u s e  of  R e p r e s e n t a t i v e s
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  Ha y e s :

U n d e r  the a u t h o r i t y  o f  art. Ill, sec. 18, of the A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  t h a t  w i l l  a u t h o r i z e  
the s t a t e  to a c q u i r e  the A l a s k a  R a i l r o a d .  T h e  b i l l  is r e­
q u i r e d  so t h a t  t h e  c e r t i f i c a t i o n  p r o c e s s  m a n d a t e d  by  the 
A l a s k a  R a i l r o a d  T r a n s f e r  A c t  (A R T A ; P.L. 97-468) c a n  be 
e f f e c t e d .  O n c e  th i s  c e r t i f i c a t i o n  p r o c e s s  is c o m p l e t e d ,  
a c q u i s i t i o n  of the r a i l r o a d  c a n  o c c u r  as s o o n  as p r a c t i c a­
ble .

T h e  b i l l  e s s e n t i a l l y  s a y s  t h a t  the s t a t e  a g r e e s  to m e e t  
the t r a n s f e r  c o n d i t i o n s  s e t  o u t  in the T r a n s f e r  Act. A 
m o r e  d e t a i l e d  a n a l y s i s  of the b i l l  f o l l o w s :

S e c t i o n  1 s a y s  that the s t a t e  a g r e e s  to the t r a n s f e r  c o n­
d i t i o n s  s e t  o u t  in the A l a s k a  R a i l r o a d  T r a n s f e r  Act. S p e­
ci f i c a l l y ,  t h e s e  p o i n t s  o f  a g r e e m e n t  a r e  as f o l l o w s :

1) T h e  s t a t e  a g r e e s  to a c q u i r e  a l l  the ra i l  p r o p­
e r t y  of  the r a i l r o a d .

2) T h e  s t a t e  a g r e e s  to o p e r a t e  the r a i l r o a d  as a
r a i l  c a r r i e r  in i n t r a s t a t e  a n d  i n t e r s t a t e  c o m­
m e r c e  .

3) T h e  s t a t e  a g r e e s  to a s s u m e  all r i g hts, l i a b i l­
ities, a n d  o b l i g a t i o n s  o f  the r a i l r o a d  that 
e x i s t  on  the d a t e  o f  t r a n s f e r .

4) T h e  s t a t e  a g r e e s  to p r o t e c t  the e m p l o y m e n t  i n­
te r e s t s  o f  the r a i l r o a d  e m p l o y e e s  as r e q u i r e d  by 
sec. 604 (d) (3) (A) (i) —  (vii) a n d  sec. 607 of
A R TA.
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5) T h e  s t a t e  a g r e e s  to p r o t e c t  t h e  e m p l o y m e n t  i n­
te r e s t s  of  t h e  o f f i c e r s  o f  the r a i l r o a d  as r e­
q u i r e d  b y  sec. 6 0 4 ( d ) ( 3 ) (E) of A R T A .

6) T h e  s t a t e  a o r c e s  to a l l o w  the S e c r e t a r y  of 
T r a n s p o r t a t i o n  a c c e s s  to e m p l o y e e s  a n d  r e c o r d s  
of the A l a s k a  R a i l r o a d .

7) T h e  s t a t e  a g r e e s  to c o m p e n s a t e  the U n i t e d  S t a t e s  
a t  the a p p r a i s a l  v a l u e  t h a t  w a s  d e t e r m i n e d  by 
the U n i t e d  S t a t e s  R a i l w a y  A s s o c i a t i o n .

S e c t i o n  2 a u t h o r i z e s  the g o v e r n o r  to e n t e r  i n t o  the v a r i­
ous t r a n s f e r  a g r e e m e n t s  t h a t  r e l a t e  to t h e  p o i n t s  l i s t e d  
a b o v e  a n d  t h a t  w i l l  be r e q u i r e d  in o r d e r  to s e c u r e  c e r t i­
f i c a t i o n  of c o m p l i a n c e  w i t h  the T r a n s f e r  A c t  a n d  t h u s  to 
s e c u r e  the t r a n s f e r  of the r a i l r o a d .

S e c t i o n  3 d e f i n e s  c e r t a i n  t e r m s  u s e d  in  the b i ll.

S e c t i o n  4 p r o v i d e s  for an  i m m e d i a t e  e f f e c t i v e  date.

I u r g e  y o u r  f a v o r a b l e  a c t i o n  on th i s  b i l l  as s o o n  as p o s­
s i b l e  so t h a t  die t r a n s f e r  o f  the o w n e r s h i p  of the A l a s k a  
R a i l r o a d  t o  the s t a t e  c a n  b e c o m e  a r e a l i t y .

S i n c e r e l y ,

Bi;
G o v e r n o r

/
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STATE OF ALASKA 1984 I EGISLATIVE SESSION 
FISCAL NOTE

P a g e  1 o f  2 
REQUEST U R  ... ,
Bill/Resolution No.:

Revision Date: 1 / 1 9 / 8 4

FISCAL DETAIL 
Agency Affected: N/A

Title: Alaska Railroad Acquisition Program Category Affected: N/A

 Aci_______________________________
Sponsor: ..... v £.• •________________  GRU, Program or Subprogram(s) Affected:
Requestor; Rules, by request of Governor_________ n /a  '________  _______
Date of Request: 1 / 1 8 / 8 4  ___________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING *

100 PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
200 TRAVEL

300 CONTRACTUAL

<♦00 SUPPLIES

500 EQUIPMENT

600 LAND & STRUCTURES

700 CRANTS, CLAIMS

300 MISCELLANEOUS

TOTAL OPERATING -0- -0- - 0- -0- -0- -0-

CAPITAL _ - 0- ... 22,271.0 -0- . -Or . -0-: -n-

| REVENUE * - 0- -0- -0- • -0- _ -0- -0-

FUNDING: (Thousands of Dol' ars)
CENERAL FUND -0- • ?■?:, 2.11.0. -0- -n-'> -n- -n-
FEDERAL FUNDS

OTHER

TOTAL _/ _ 22.211.0 -0- -0- -n- -n-

POSITIONS: *
FULL-TIME -D- -0- - 0 - -0- - n - -n-
PART-TIME

TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL: GENERAL FUND

*This fiscal note only covers tlie actual purchase price. Specific estimates 

for these other needs will be presented in subsequent fiscal notes relating 
to proposed operating entity legislation.

ANALYSIS: Attach a separate page for analysis

Prepared B y ^fark S. Hickev, State Railroad rnnrdinS j S^onei. ^ f i ^ ^ q n n  
Division: Alaska Railroad Transfer Team________ / 7  Date:___ t/ig/QA________

Approved by Commissioner: m ^ n ^ r  .Tr ( / i t )  Date: 1/19/84________

'Age n c y : _ of.Jranspnrtati nn'.fi-JPuhlfc

Distribution (by Agency preparing fiscal note):

Legislative Finance 
Legislative Sponsor 

Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83
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If t h e  S t a t e  e l e c t s  to a c q u i r e  t h e  A l a s k a  R a i l r o a d  in a c c o r d a n c e  
w i t h  the A l a s k a  R a i l r o a d  T r a n s f e r  A c t  of 1982, it m u s t  c o m­
p e n s a t e  the U n i t e d  S t a t e s  f o r  its f a i r  m a r k e t  v a l u e .  T h e  
A l a s k a  R a i l r o a d  T r a n s f e r  T e a m  h a s  d e t e r m i n e d  t h e  v a l u a t i o n  of 
$ 2 2 , 2 7 1 , 0 0 0  p e r f o r m e d  b y  t h e  U n i t e d  S t a t e s  R a i l w a y  A s s o c i a t i o n  
s h o u l d  be a c c e p t e d  as r e a s o n a b l e .

In a d d i t i o n  to  the p u r c h a s e  price/, the T r a n s f e r  T e a m  h a s  
i d e n t i f i e d  the t o t a l  l i a b i l i t y  to t h e  S t a t e  a s s o c i a t e d  w i t h  
a c q u i s i t i o n  o f  the r a i l r o a d .  A l t h o u q h  t h e r e  a r e  a f e w  u n k n o w n s  
s t i l l  u n d e r  i n v e s t i g a t i o n ,  w e  h a v e  d e t e r m i n e d  t h a t  u n d e r  a 
l o w - e n d  o r  " b e s t  c a s e "  s c e n a r i o ,  th a t  a p p r o x i m a t e l y  $ 2 3 . 5  
m i l l i o n  w i l l  be n e e d e d  f o r  a d d i t i o n a l  " s t a r t - u p  c o s t s "  to 
c o v e r  the f i r s t  v e a r s  o f  o p e r a t i o n s .  U n d e r  a h i a h  end or  
" w o r s t  c a s e "  s c e n a r i o ,  t h e  a d d i t i o n a l  f i n a n c i a l  e x p o s u r e  to 
the S t a t e  f r o m  e n s u r i n q  c o n t i n u e d  r a i l  o p e r a t i o n s  for the 
n e x t  ten y e a r s  m a v  r u n  as h i g h  as $ 4 7 . 9  m i l l i o n  (in 1983 d o l l a r s ) .

T h e  r a i l r o a d  is an i m p o r t a n t  l i n k  in A l a s k a ' s  t r a n s p o r t a t i o n  
n e t w o r k ,  p a r t i c u l a r l y  f o r  the s u r f a c e  m o v e m e n t  of  b u l k  
c o m m o d i t i e s .  A b a n d o n m e n t  o f  r a i l  s e r v i c e  w o u l d ,  at t h e  very- 
l e a s t ,  r e s u l t  in c o s t l y  i m p a c t s  to the S t a t e ' s  h i g h w a y  s y s t e m .

T h e  f e d e r a l  q o v e r n m e n t  h a s  the a u t h o r i t y  to d i s p o s e  of the 
r a i l r o a d ,  and a p p e a r s  c p m m i t t e d  to d o i n g  so. T h e r e  is no 
g u a r a n t e e  t h a t  s e r v i c e  w i l l  be c o n t i n u e d  u n d e r  a n o t h e r  
d i s p o s i t i o n .  N o r  is t h e r e  a n y  c u r r e n t  e v i d e n c e  of  a p r i v a t e  
s e c t o r  i n t e r e s t  w i l l i n g  to s t e p  in and g u a r a n t e e  c o n t i n u e d  
r a i l  s e r v i c e s .

A c q u i s i t i o n  e n s u r e s  c o n t i n u a t i o n  of e s s e n t i a l  r a i l  s e r v i c e s ,  
g i v e s  the S t a t e  c o n t r o l  o v e r  the r a i l r o a d ' s  o p e r a t i o n s ,  and 
p r e s e r v e s  all f u t u r e  o p t i o n s  r e g a r d i n g  its f i n a l  d i s p o s i t i o n .
It a l s o  o f f e r s  the S t a t e  an o p p o r t u n i t y  to r e s t r u c t u r e  the 
e x i s t i n a  o r g a n i z a t i o n  to o b t a i n  g r e a t e r  e f f i c i e n c i e s  and m a k e  
the r a i l r o a d  m o r e  r e s p o n s i v e  to o u r  q o a l s .

For t h e s e  r e a s o n s ,  the S h e r r i e i n  Anmo.nistrar.ion n a s  acc^b'ted 
the r e c o m m e n d a t i o n  o f  t h e  T r a n s f e r  T e a m  t h a t  t h e  S t a t e  s h o u l d  
p r o c e e d  w i t h  a c q u i s i t i o n  of  the A l a s k a  R a i l r o a d .  F u r t h e r m o r e ,  
a d d i t i o n a l  d i s c u s s i o n  w i t h  the f e d e r a l  q o v e r n m e n t  o v e r  com-* 
o e n s a t i o n  t e r m s  h a s  l e a d  to the c o n c l u s i o n  to s e e k  a d i r e c t  
cash a c q u i s i t i o n  v e r s u s  m o r e  c o m p l i c a t e d  la n d  t r a d e s  or 
f i n a n c i n g  p a c k a g e s .
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