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Utermohle
2/17/87

Original sponsors: Brown, Ellis and Boyer

BY THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO, 47 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Railroad Corporation."
BE IT ENACTED EY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.40.100 is amended to read:

Sec. 42.40.100. MANAGEMENT BY THE BOARD. The board 1is respons—
ible for the management of the corporation but shall delegate certain
powers and duties to the chief executive officer 1in accordance with
AS 42.40.120. In managing the corporation the wuoard shall

(1) be responsible for the management of the financial and
legal obligations of the Alaska Railroad;

(2) perate the Alaska Railroad as a common carrier subject
to the jurisdiction of the United States |Interstate Commerce Commis—
sion consistent with 45 U.S.C. 1207;

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

(4) apply to the Ilegislature for an appropriation with the
concurrence of the governor to be used to provide a particular service
that 1is not otherwise self-sustaining if a subsidy is required to
maintain tiat service;

(5) provide for safe, efficient, and economical transporta—
tion to meet the overall needs of the state;

(6) raise needed capital by issuing bonds of the <corpo—
ration upon approval by the legislature while ensuring that borrowing
by thecorporation does not directly or indirectly endanger the

state®"s own borrowing capacity;

- CSHB 47(L&C)



20

do

) review all state and other Jland disposal proposals to
aid in planning for future development or expansion of transportation
services;

(8) ensure that the procurementprocedures of the cCorpo—
ration meet accepted railroad industry standards;

(9 ensure that the accounting procedures of the corpo—
ration meet generally accepted accounting principles consistent with
industry standards for comparable railroadsj_

(10) maintain or expan”®~”~"to the extent practicable within
financial resources available, the level of passenger and freight
service provided at the time of transfer of the railroad to the state:

(11D) manage land, interests in land, and natural resources
on land held bv the corporation in the best interest of the people of
the state; 1in determining the best interest of the people of the state
the corporation shall consider land use plans and ordinances of munic—
ipalities where railroad land exists, adjacent land uses, the economic
development and revenue generating potential of the 1land and natural
resources, and public comment received on proposed land management
actions;

(12) consultwith the Department of Fish and Game to mini —
mize adverse effects of railroad operations upon wildlife.

Sec. 2. AS 42.40.120(b) 1is amended to read:

(b) The [WITHIN 60 DAYS AFTER ITS FIRST MEETING, THE] board
shall delegate the following activities of the <corporation to the
chief executive officer or other executive officers designated bv the
board:

(¢D) leasing [SUBJECT TO AS 42.40.285 AND 42.40.350(b) AND
(d) ], granting easements in, 1issuing permits for the use of, or

veying other interests 1in railroad Jland for a total term, including

CSHB 47 (L&C) -2-
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options to vrenew, of less than one year [PROPERTY THAT DO NOT CC STI-

TUTE A TRANSFER OF THE CORPORATION®S ENTIRE INTEREST IN LAND];

(2)

establishing specific rates, tariffs, divisions, and

contract rate agreements;

€))
(4)

making routine changes 1in service levels;

establishing procurement and accounting procedures for

the corporation; and

€))

performing procurement activities.

Sec. 3. AS 42.40.120(c) is amended to read:

()

Notwithstanding (a) and (b) of this section,

approval 1is required for the following:

1)
(2)
(3)
corporation;
(4)
(5)
plan;
(6)
(7

issuing bonds upon approval by the legislature;
mortgaging or pledging corporation assets;

donating property or other assets belonging

acting as a surety or guarantor;

adopting a long-range capital 1improvement and

adopting annual reports;

effecting general, comprehensive increases

creases in rates;

(8)
)

industrial,

specific

to the
progranm
and de —

expanding or reducing services 1in a major wav;
expanding the main or branch rail 1lines including spur,
teanm, switching or side tracks, other than performing
routine track alignment as necessary to maintain existing service

levels;
(10)
(11
(12)

selecting independent auditors and accountants;

entering into collective bargaining agreements;

adopting annual budgets;

-3- CSHB 47 (L&C)



(13) beginning a capital project with an estimated com—
pletion cost of more than $500,000 or an estimated completion time of
more than one year;

(14) exchanging, donating, selling, or otherwise conveying
Its entire interest in land subject to approval by the legislature;

(15) leasing, granting -easements 1In or permits for, cr
authorizing use of railroad land for a total term, 1including options
to renew, of one year or more;

(16) exercising the power of eminent domain.

Sec. 4. AS 42.40.170(b) 1s amended to read:
(b Only the following subjects may be discussed 1ir. an exe
tive session:

(1) matters, the immediate knowledge of which wouild clearly
have an adverse effect upon the finances of the corporation;

(2) unless the person has requested so have the subjects
discussed in public, subjects that tend to prejudice the reputation
and character of a person;

(3) matters that, by law or municipal charter or ordinance,
are permitted to be kept confidential from public disclosure;

(4) matters pertaining to personnel;

(5) matters pertaining to the corporation®s legal position;
and

(6 [LAND ACQUISITION OR DISPOSAL; AND

(7)] proprietary or other information of a type treated as
confidential under the standards and practices of the United States
Interstate Commerce Commission, including practices that protect
information associated with specific shippers, divisions, and contract
rate agreements.

Sec. 5. AS 42.40.220(b) 1is amended to read:



(b) The corporation may by rule designate and withhold public
disclosure of matters of a privileged or proprietary nature. Those
matters are [INCLUDE] personnel records, communications with and work
product of legal counsel, and, consistent with the standards and
practices of the United States Interstate Commerce Commission for the
protection of these matters, other information including proprietary
information associated with specific shippers, divisions® and contract
rate agreements. The corporation shall provide information withheld
from public disclosure under this subsection to the Department of Law
upon therequest of the attorneygeneral.

Sec. 6. AS 42.40.26u i1s amended by adding a new subsectionto read:

(c) The annual report shall inventory land, interests in land,
and natural resources on land held by the corporation and shall de—
scribe present uses, future development plans, and Kknown resource
development potential for the land, 1interests 1in land, and natural
resources. The annual report shall also provide information or. pend—
ing proposals for the lease or other disposal of land, interests 1ir.
land, or natural resources on land held by the corporation during the
next year.

Sec. 7. AS 42.40.285 1is amended to read:

Sec. 42.40.285. LEGISLATIVE APPROVAL REQUIRED. Unless the

legislature approves theaction by law, the corporation may not

(1) exchange, donate, sell, or otherwise convey its entire
interest in land;

(2) 1i1ssue bonds;

(3) extend railroad lines; this paragraph does not apply to
a spur, industrial, team, switching or side track;

4 lease land for a total period, including options to

renew, In excess of 35 years [UNLESS THE CORPORATION RESERVES THE



RIGHT TO TERMINATE THE LEASE IF THE LAND IS NEEDED FOR RAILROAD PUR—
POSES] .
Sec. 8. AS 42. A0. 350(c) 1is amended to read:

(c) When the board determines that the best interest of the
people of the state 1is served, the [THE] corporation may lease, sub—
ject to AS 42.40.285 and (d) of this section, grant easements 1iIn or
permits for, or otherwise authorize use of portions of rail land for a
total term, 1including options to renew, of one year or more. However,
the corporation may not convey 1ts entire interest in rail land except
as provided in AS 42.40.285, 42.40.370(d)™ and 42.40.400. A lease,
easement, permit, or authorization subject to this subsection 1is void
if the board does not determine that the best interest, of the people
of the state 1is served.

Sec. 9. AS 42.40.350(d) 1is amended to read:

(d A Ilease or disposal of Iland [APPROVED BY THE LEGISLATURE
UNDER AS 42.40.285] by the corporation to a party other than the state
or a municipality shall be made at fair market value as determined by
a qualified appraiser or by competitive bid.

Sec. 10. AS 42.40.350 1is amended by adding new subsections to read:

(e) A disposal of natural resources from land held by the corpo—
ration to a party other than the state or a municipality shall be nace
by competitive bid.

(f) At least 60 days before taking final action on an agreement
that involves resource development, vresource exploration, capital
improvements, or other significant change in the use of rail land, the
board shall make and publish notice of a written finding of fact and
determination that the agreement 1is iIn the best interest of the people
of the state. At least 30 days before taking final action on an
agreement that 1involves resource development, resource exploration,

47 (L&C) -6-



10
u
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27!
28!

291

read:

I
capital 1improvements, or other significant change 1in the use of rail

land, the board shall hold at least one nublic hearing in a municipal—

ity affected by a land management action under this subsection. An

agreement subject to this subsection 1is void if the requirements of

this subsection are not satisfied.

Sec. 11. AS 42.40.420 1is amended by adding a new subsection to read:
(b) Upon request of a person the corporation may authorize

permit the temporary, short term, or emergency use of railroad land.

Sec. 12. AS 42.40 1i1s amended by adding a new section to art. 5 to

Sec. 42.40.460. SALVAGE OF BIG GAME FOR HUMAN CONSUMPTION. The
corporation shall salvage for human consumption the meat of big game
animals, as defined under AS 16.30.030, Kkilled by the operations of

the railroad.

CSH5 ~-~(LacC)
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Analysis of fiscal impact of CSHB 47 (L&C)

New administrative requirements for public notice, hearing and written
findings prior to significant land use actions could increase the railroad®s
costs of operation. The bill'srequirement to salvage the meat of big game
animals for human consumption also could require additional expenditures
by the railroad. However, there would be no increase in costs borne by the
state or the General Fund. Based on information provided by the railroad, 1
estimate that the increased costs to the railroad resulting from CSHB47 (L&C)
should be no more than about $50,000 a year.



Submitted by:
Donald Hennessey, Chairman
The Alaska Railroad Initiative Committee
Representing:
Ovner-operators
Road Houses
Mechanics
Parts Feople
and

Allied Industries
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I would like to address a cew questions on the Alaska Rail—
road. Our committee whole i._ rtedly endorses HB 47 to the
extent that it covers. Tn our opinion, it does need a few

additions, as shown by the ARR response to the questionaire.

The moose kill 1is a definite problem. The 1independent
truckers have lived with this problem all our lives. It
is also a financial problem as most truck insurance is
$2500 deductible. A typical moose encounter takes $500
for a front bumper, $250 to $500 to fiberglass the head—
light on the side of contact, $250 for a grill and, most
times, radiator and shutters for $1000. This will total
2-300 dollars either side of the deductible. These expenses
are almost entirely out of the truckers pocket. A moose
stays in the same general vicinity for several nights.
When a trucker sees a moose they tell all other truckers
via CB radio. The next driver knows exactly whether the
moose is feeding, laying down or traveling. The message
is relayed so, in a short time, every driver can reduce
their speed for a quarter of a mile and pass the moose
safely. This procedure has been so effective, the moose

kill on the Parks Highway has been reduced to 3 or 4 a

winter. Until recently we accounted for 40 or 50 trips
per night compared to one on the railroad. This 1is done
with no more than one hour delay. I point this out because

the railroads great jump 1in moose Kkills corresponds to the
inauguration of the ARCTIC FOX, an intended high-speed
TOFC-COFC express. Since the railroad loses $250,000
dollars a month on freight in the winter months, we would
like to suggest a relatively cheap method to reduce the
moose kill. They could eliminate the hot TOFC-COFCs. The
on-time deliveries would be less critical, which since
September supposedly they have been three to four hours
late anyway. Run a scooter in front of the train about

a \ mile and. radio back the location of the moose. The moose
could also be chased off the tracks and kept off until the
train arrives. This could be done all along the track and
nearly eliminate moose kills. It would cost very little
inequipment, one mans wages and could prove or disprove

itself in one season.



The railroad had a bad 1incident at Crown Point. Trucks
successfully hauled this product from 1968 to the time
the railroad was taken over by the State. A tank trailer

was loaded at the factory and was not disturbed until it

was delivered to the refinery. The refinery unloaded it
in controlled conditions. The railroad chopped the rate
to get the business. The railroad then had to heat the

product to a pour point to facilitate transfer to a truck.
This created the dangerous situation that caused the Moose
Pass incident. The railroad continued this dangerous method
even though they promised Bruce Erickson of Department of
Environmental Control that they would not do it again.

In a telephone conversation with Mister Erickson after

the December incident, | was informed Mr._Erickson was seeking
a court injunction against that operation. This operation
saved UNICAL $150,000 a year has already cost the state

over 1 million dollars and may cost another 2 million on

the deductible of the insurance. This says nothing of the
pain and suffering caused the Crown Point residents. It
would certainly seem a sorry judgement on the part of the
railroad management and a callous disregard of Alaskan

residents.

Questions 52 through 59. The Oregon governors study on
railroads warns that the most critical aspect 1is road bed
maintenance and suggests a complaint be filed at the first
sign of maintenance delay. The Sverdrup Engineering Report
made for the State of Alaska, prior to purchase, states
that 20.2 million 1is the minimum for any year after the
roadbed has been brought to the minimum standard of rail—
roads. The Alaska Railroad proposes to spend $3,565,000

on roadbed in 1987. This 1is hardly a token 1investment.

Some day the total will have to be faced.

The railroads projection of 1987 1income, we believe, is
optimistic. They project a million dollar increase on
TOFC-COFCs. They lost Seaway Express, which may reduce their

losses by $500,000 it correspondingly reduces their 1income.
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We foresee no dramatic increase 1in freight. Their report
of hauling 600,000 tons of export coal for $6,000,000 dollars
means they charged $10 dollars a ton. We hear the new contract
calls for $7 dollars a ton. This would require 850,000
tons to equal 1986. Either way it is being hauled at a
loss. A true costing study would pinpoint this fact. One
thing 1is unclear, all other categories of income nearly

equal the rental 1income. Is this projected State input?

It would appear that chief council consumed 1.8 per cent
of gross revenue. While we are not familiar with large
corporations legal costs, we wonder if even the MAFIA

spends that much.

Lastly, we would like to address the capital budget debt
service. The Alaska Railroad Corporation Act permitted
borrowing with the consent of the legislature. It did not
address lease purchasing, thus leaving a loop hole that
management took at its fullest advantage. Their debt ser—
vice of $3,718,577 princ_ple and interest to lending insti—
tutions, certainly appear to be borrowing. This does not
include the proposed $750,000 per year to be incurred on

the new passenger cars. This 1is adebt the State will be
stuck for, 1if the railroad can not make 1it. We feel some

control must be placed on this type of borrowing.

The States objective of acquiring the land while providing
a needful service is an absolute must. A financial feasi—
bility study and a ten year projection would ensure the

least expensive route.
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39. Describe all other procedures ofwhich the ARRC is
aware which would additionally minimize the risk oL: hitting
moose and state why the ARRC has notimplemented such

orocedures.

Response.: The ARRC is not aware of any other procedures it
could employ which would fulfill the criteria addressed in this
question. There have been other suggestions but in- our
experience they have proven unfeasible. Among the failed
experiments are sonic whistles, which did not sound when the
trains moved at slow speeds and froze when it was very cold;
slewing the train, which raised havoc with schedules, made: it
impossible to climb <certain grades on the icy track, and lead
to many more crippled animals; and decking between ties, on
bridges so that noose can safely cCross, which caused
federally-required speed sensors on the train wheels to work
improperly. Other, even less feasible ideas have been
considered and rejected,1 such as installing a "bumper" on the
front of locomotives. Operating the train only in daylight
hours is equally impractical, since’ the problem arises in
winter when those hours are too short to allow the shipping
business of the railroad to survive. In addition, to meet
snippers' arrival time requirements, night operations are

essential.

Another suggestion, which does not appear feasible and has
thus not been implemented by ADF&G and the ARRC, is a special
"hunting season" to thin moose in the area when heavy snowfall
occurs. This concept would be difficult to administer and has
been soundly criticized by ADFSG personnel. See Dickerson,
J.C. & Kramer, R.J., "W hen Mocse and Train Meet: Avoiding
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Deferred Maintenance

Maintenance of way and structures is the third of the three
jr.-jor expenses in railroad operation. It is both a symptom of
abandonment and a cause. Initially, deferred maintenance 1is

a result of lower revenues; ultimately, deferred maintenance

lowers service levels and discourages shipper use.

The decline of rail traffic system-wide over the last 20 years
has encouraged the larger railroads to diversify and disinvest
in railway operations. The companies tended to delay the
purchase of new track and equipment and to defer maintenance
(replacement of track, ties and ballast), where lower main—
tenance levels would not greatly affect train operations. High
use lines usually get plenty of attention, but low-density
lines have often been allowed to deteriorate. Normal main—
tenance on a low-density line runs between $3,000 and $7,000
per mile per year. For a long line with one or two shippers,

that is a significant cost.

Many branch lines subject to abandonment suffer from deferred
maintenance. In some cases the cost of rehabilitating the
line, using either public or private money, 1is unjustifiable
given even the most optimistic traffic level. This not only-
is a disincentive to line improvement for the owning railroad,
it is a disincentive to anyone else interested in buying the

line.

A good example of how deferred maintenance can contribute to -
the abandonment of a line is the Wilkins 1line, located 1in

Linn County. (see Case Studies) Approximately $3 million was
needed to bring the Iline to minimum standards. Given the very
low traffi*c levels on the line, such an enormous investment

would have been unwise.



Construction of ihc highway system has had a much broader
and significant 1impact on the modal choice, 1in this case between rail
and motor carriage. However, the highway cost structure is not
artificial, since highway users pay fees which, 1in a cumulative sense,
are designed to cover the costs of constructing and maintaining the

highway system.

6. Railroad Taxation

Railroad taxation, particularly property taxation, 1is a
particularly thorny problem. The task force looked at rail—
road taxation for ways of providing incentives to railroads
to keep branch Ilines in operation, only to discover that the

method of taxation made developing incentives difficult.

All three of the Class | Carriers and some of the short lines
have filed suits against the Oregon Department of Revenue.
These suits are costly to all parties and are creating growing
animosities between the state and the railroads. Also, as the
number of short Ilines in the state increases, the manner of
appraising short lines deserves to be reviewed. The task force
did not have the expertise or the authorization to embark on a
study of the state tax system, but members of task force felt

such a study 1is needed.

Low density lines (under 1 million gross tons per year per mile

of road) should be considered endangered™
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LATEST
ii8.6J3m G .El BESTIM IL VARIANCE.

salaries, wages, and other

PERSONNEL EXPENSES 490 242 248
CONTRACTUAL SERVICES 514 567 (53)
MATERIALS & SUPPLIES 9 26 (17)
RENTALS, UTILITIES 4 2 2
INSURANCE, CASUALTY, TAXES 0 0 u
OTHER 0 _Q 0

TOTAL 1,017 837 180
DEBT SERVICE Q _ 0 _Q

GRAND TOTAL 1.017 351 180

XPLANAT TON OF VIAJO.S_VAfIJLANEE:

0 PERSONNEL COSTS UP 102% DUE 10 INCREASED STAFP TO INCLUDE ADDITIONAL ATTORNEYS FOR
FULL YEAR, PARALEGAL ASSISTANCE, AND CLERICAL ASSISTANCE.
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ALASKA RAILROAD CORPORATION

SALE/TRANSFER OF RAILROAD

Points to Consider

If sold within five years of transfer (January 5, 1990)! proceeds in excess of State's investment

will go to the Federal Government.

If sold within ten years of transfer (January 5, 1995) and any Railroad property is converted to

a use preventing railroad operations, that property and improvements revert back to the

Federal Government.

If use of Railroad right-of-way is discontinued, ownership of land will revert to the Federal

Government and then to adjoining land owners.

Sale of ARRC is a very complex and complicated project which will entail a great deal of

planning and major expense for such things as:

Sale alternatives - Review of prior line sales
Asset valuation - Evaluation of labor agreements
Identifying buyers/qualifications - Row and title issues
Profitability - Risk management issues
Financing decisions - Develop prospectus

Consultants and investment bankers must be employed to assist in the above issues to lend

credibility.

87



TMTL1E IF
POUCHY SIAIE CAPIIOI
YoH HEIOMTTM
907 -165 3800
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M EMORANTDUWM February 18, 1987

SUBJECT: Section by section analysis of draft
CSHB 47 (L&C), An Act relating to the
Alaska Railroad Corporation

TO: Representative Kay Brown

FROM: George Utermohlezn/
Legislative Counsel

The following is the section-by-section analysis of the
draft CSHB 47 (L&C) which you requested.

Section 1 amends AS 42.40.100 by expanding the duties of the
board of the Alaska Railroad Corporation to include:

(1) maintenance o~ expansion of passenger and freight
operations at or above the level that existed when the rail —
road was transferred from federal to state ownership, if the
funding 1is available;

(2) management of real property interests and natural
resources owned by the corporation in the best interest of
the people of the state; among the information which the
board must consider in making 1its determination of what 1is
in the best interests of the people of the state are land
use ordinances and plans of cities and boroughs affected by
railroad land management decisions, adjacent land uses, the
development and revenue potential of the land, and public
comment on land management decisions proposed by the boardj

(3) consultation with the Alaska Department of Fish and
Game on ways that the railroad can reduce the adverse
effects of railroad operations on wildlife.

Section 2 amends AS 42.40.120(b) to require the board of the
Alaska Railroad Corporation to delegate authority to the
executive officers of the railroad to grant leases, ease—
ments, permits, or other interests in railroad land for a
total term of less than one year. The term of a lease,
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easement, permit, or other 1interest in railroad land subject
to this section includes the initial term plus any options

to renew. A grant of a lease, easement, permit, or other
interest in land for a total term of a year or more must be
approved by the board of the corporation under Section 8 of
the bill. Current law allows the executive officers of the
railroad, through delegated authority, to enter into long
term leases (up to 35 years under any conditions and exceed—
ing 35 years if the lease 1is subject to termination by the
railroad).

Section 3 amends AS 42.40.120(c) to require specific
approval by the board of the Alaska Railroad Corporation
before the corporation can lease, grant easements or per —
mits, or allow use of railroad land for a term, including
any options to renew the agreement, of one year or more.

Section 4 amends AS 42.40.170(b) to remove the authority of
the board of the Alaska Railroad Corporation to discuss land
disposal or acquisition issues in executive session.

Section 5 amends AS 42.40.220(b) by Ilimiting the kinds of
information which the Alaska Railroad Corporation may with—
hold from public disclosure to the following 1items:

(a) personnel records

(b) communications with and work product of legal
counsel

(c) information consistent with the standards and prac—
tices of the U.S. |Interstate Commerce Commission for the
protection of proprietary information associated with spe—
cific shippers, divisions, and contract rate agreements.

The Alaska Railroad Corporation shall provide any informa—
tion kept confidential under these provisions to the Depart—
ment of Law if the Attorney General requests to see the
information..

Section 6 amends AS 42.40.260 by requiring that the annual
report prepared by the Alaska Railroad Corporation and
provided to the governor and legislature include information
on the land and natural resources held by the corporation.
Pending proposals for the lease or disposal of land or natu—
ral resources must also be disclosed in the annual report.
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Section 7 amends AS 42.40.285 by requiring that any lease of
land by the Alaska Railroad Corporation for a total period,
including any options to renew, exceeding 35 years be
approved by the legislature. The former exemption is
repealed.

Section 8 amends AS 42.40.350(c) by permitting the Alaska
Railroad Corporation to lease, grant easements in or permits
for rail land for a total term, including options to renew,
of one year or more only if the board of the corporation
determines that the transaction is in the best interests of

the people of the state. Rail land is that land owned by
the corporation that 1is not included in the railroad utility
corridor along the main or branch 1lines of the railroad. I f

the board does not make a determination that the lease,
easement, permit, or other authorization to use rail land is
in the best interests of the people of the state, then the
transaction is void.

Section 9 amends AS 42.40.350(d) by requiring that any lease
or other disposal of land by the Alaska Railroad Corporation
be at fair market value as determined by appraisal or by
competitive bid unless the lease or disposal 1is to the
state, a city, or a borough.

Section 10 adds new language to AS 42.40.350. The disposal
~0¥ natural resources from the land of the Alaska Railroad
Corporation must be by competitive bid unless the disposal
is to the state, a city, or boi"ough.

At least 60 days before taking final action on any agreement
that involves resource exploration or development, capital
improvements, or other significant change 1in the use of rail
land the board shall prepare a written finding of fact and a
determination that the agreement is in the best interest of
the people of the state. The board must publish a notice
that it has prepared the finding of fact and the determina-—
tion. At least 30 days before taking final action on the
agreement the board must hold a public hearing in a city or
borough affected by the agreement. Any agreement that is
subject to these requirements 1is void if the requirements
are not satisfied.

Section 11 adds new language to AS 42.40.420 to allow the
Alaska Railroad Corporation to issue permits to individuals
for temporary, short term, or emergency use of railroad
land.
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Labor and Commerce Committee

January 29, 1987

Larry D. Wood, General Counsel
Alaska Railroad Corporation
P.0. Box 7-2111

Anchorage, Alaska 99510-7069

Dear Mr. Wood:

On behalf of the House Labor and Commerce Committee, 1°d like
to thank you for your January 28 letter and position paper on
HB47, an act relating to the Alaska Railroad Corporation.

In order to fully understand the intent and possible impact

of HB 47, the House Labor and Commerce Committee members asked
that 1 direct the attached list of questions to your

attention.

We realize the list is long and the questions are complex, but
we"d appreciate a response as soon as possible in order to
have all the facts before us when we hear the bill again,
probably the week of February 9. We expect to have a response
from you before that date.

Please respond to the questions you can answer immediately and
let us know when we can expect answers to the remaining
questions. Also, we"d appreciate knowing if there are
qguestions on this list that you will not answer so that we can
proceed with HB 47 accordingly (see Introductory
Considerations (f)).

Since we are faced with a 120 day constitutional session
limit, the Committee would ask that, 1in any case, you respond
in some manner before February 9.



Again, thank you for your cooperation. Please call me or my
Committee aide, Ginger Bairn, at 465-3892, should you have any
questions or need additional information.



Questions from the House Labor and Commerce Committee
To the Alaska Railroad Corporation
Re: HB 47, an act relating to the Alaska Railroad Corporation
January 29, 1987

(Please respond before February 9, 1987)
INTRODUCTORY ONSIDERATIONS:

a. Throughout these questions, the term "documents™ or
"information” does not include documents or information which
may be fairly classified as personnel records or
communications with or work product of legal counsel.

b. The term "rail property” includes all property transferred
to the Alaska Railroad Corporation (ARRC) from the federal
government.

C. The term "land"” 1includes all real property, interests
therein and resources thereon, transferred to ARRC.

d. The term "rail land” has the same definition as set forth
in A.S. 42.40.350.

e. The term "railroad utility corridors™ has the same
definition as set forth in A.S. 42.40.350.

f. IT the ARRC refuses to answer any question or provide any
information requested by the Committee, please state the
precise statute or ICC provision under which the information
is held confidential.

g- When responding to questions about changes 1in passe iger
and freight service, you need not report insignificant changes
(i.e. arrival and departure times).

QUESTIONS:

1. How much land was transferred to the ARRC from the federal
government?

2. What percentage or what approximate number of acres is
railroad utility corridors?

3. What percentage or what approximate number of acres 1is
rail land?

4. What is the approximate number of acres of rail land which
is necessary for the operation of the railroad? For example,
for railroad terminals, yards, and offices.

5. For each of the following local government entities, state
the approximate number of acres of land located within each

BWAnHy>



entity, give a general description of the land and major
improvements, and give the estimated fair market value of the

land:

- Anchorage

- Seward

- Fairbanks

- Whittier

- Palmer

- Wasilla

— Other municipalities

6. State the fair market value of (1) all land as described
above and of (2) all rail land which is not necessary to the
operation of the railroad.

7. If the ARRC 1is unable to provide the fair market value as
requested in the preceding questions, give the railroad ™ most
accurate estimate of the fair market value, describe the basis
of the estimate, and describe what steps have been taken, if
any, to determine the actual fair market value.

8. Describe each lease affecting rail land, specifically
including a general description of the land involved, the ternm

of the lease, and the lease rate.

9. Describe the leasing policy of the railroad for rail
lands, 1including any factors considered and procedures
followed to determine whether the lease is for the benefit of
the people of the state, 1is in conflict with the land use
plans of local governments, 1is compatible with adjacent land
uses, or to otherwise communicate with local governments and
adjacent land owners.

10. Which individual(s) 1is in charge of implementing the
policies or procedures described in the preceding question?

11. Is the ARRC currently considering any leases 1in addition
to those identified or those to which ARRC is currently a
party? If so, describe.

12. Is the ARRC considering any development, sale or
disposal of rail land or of any resources thereon? If so,
describe.

13. What 1is the current status of the previously contemplated

development of the bluff surrounding Government Hill, referred
to by the residents as the Government Hill Greenbelt or West

BIuff?

14. Describe any negotiations the ARRC is conducting with the
Municipality of Anchorage regarding the above described
development and any potential resolutions.



15. Is the ARRC currently negotiating or has the ARRC been
requested to negotiate with any local governments regarding
lease, transfer of interest, sale or other disposition of rail
land ? If so, please describe the local governments involved
and issues raised in such negotiations or requests.

16. Describe the procedures the ARRC follows v/hen a local
government requests communication with the ARRC regarding rail
land located within local government boundaries.

17. Describe all natural resources, including without
limitation, sand, gravel, oil, gas, timber and minerals on
rail land, and any existing or planned inventory of those
natural resources.

development of, or

18. Describe all disposals of interest 1in,
in response to the

lease of any of the resources identified
above question.

19. Describe all changes in the levels of freight and
passenger service which have been implemented since the
transfer from the federal government.

20. Describe all currently proposed or planned changes in the
levels of freight and passenger service which have been
implemented since the transfer from the federal government.

21. Describe the procedures which the ARRC follows and the
factors considered when it evaluates the need to change levels

of freight or passenger service.

22. Describe all changes in the rates charged by the railroad
for hauling freight since the transfer from the federal

government.

23. Describe all currently proposed or planned changes in the
rates charged for hauling freight since the transfer from the
"federal government.

24. Has the Board invoked an executive session to discuss the
policy aspects (as opposed to the financial details) of
acquisition or disposal of any interest in land? If so,

please state when, describe the land affected, and the action
discussed.

25. Why does the Board believe it is necessary to invoke
executive session to discuss the policy aspects of acquisition
or disposal of an interest in land?

26. Describe each instance since February 1985 1in which the
Board has invoked an executive session to discuss the subjects
described in A.S.42.40.170 (b)(7). 1
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27. Describe those specific categories of documents which the
ARRC does not make public.

28. Describe those specific categories of documents which the
ARRC does make public.

29. Describe the specific types of documents which ARRC
withholds from the public as being " proprietary information"”
associated with specific shippers consistent with the
standards and practices of the ICC.

30. Describe the specific types of documents which ARRC
withholds from the public as being "proprietary information”
associated with divisions consistent with the standards and
practices of the ICC.

31. Describe the specific types of documents which ARRC
withholds from the public as being "proprietary information"”
associated with contract rate agreements consistent with the
standards and practices of the ICC.

32. Other than the specific types of documents described,
describe other specific types of documents which the ARRC
withholds from the public as "proprietary information™
consistent with the standards and practices of the ICC.

33. List each rule pursuant to which the ARRC has designated

documents as privileged or proprietary under A.S.42.40.220 or

otherwise, and describe the types of documents and information
withheld from the public pursuant to each rule.

34. Describe the rationale of theARRC in refusing toprovide
the Transportation Committee with documents requested by that
committee in 1985 and 1986.

35. Describe the documents and categories of information the
ARRC refused to give to the Transportation Committee.

36. Describe all procedures and practices by which the ARRC
attempts to minimize the adverse effect of the operation of
the railroad on wildlife.

37. Describe all actions taken by the ARRC if a train hits a
moose, 1including names of people to whom the information 1is
reported, reports made, and attempts to salvage meat.

38. How many moose were hit by trains in each calendar year
from 1980 through 19867

39. Describe all other procedures of which theARRC 1is aware
which would additionally minimize the risk of hitting moose
and state why the ARRC has not implemented such procedures.
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40. Describe all pesticides used by the ARRC, and the areas
in which such pesticides are applied. Describe any complaints
the ARRC has received regarding the use of pesticides, and
describe the procedures the ARRC has or intends to implement
to discuss such complaints in public.

41. Describe any action the ARRC has undertaken to determine
alternate methods of vegetation control other than pesticides
actions undertaken in the past.

42. Describe the current situation at Moose Pass.

43. How many residents are stillnot living intheir homes as
a result of the incident at Moose Pass?

44 . How much money has the stateof Alaskapaid toattempt to
rectify the adverse effects at Moose Pass?

45. How much money has the ARRC paid to attempt to rectify
the adverse effects at Moose Pass?

46 . Describe the procedures the ARRC has implemented to
prevent a recurrance of the type of incident that occurred at
Moose Pass?

47 . What is the policy of the ARRC with regard to hiring
Alaskan residents?

48. What 1is the policy of the ARRC with regard to purchasing
Alaskan goods and services?

49. Who 1is the individual 1in charge of implementing the
policies described above?

50. What percentage of ARRC employees are Alaskan residents?

51. What percentage of the goods and services (other than
eservices rendered by employees) purchased by the ARRC are of
Alaskan origin, production or manufacture?

52. Provide a copy of the 1985 budget of the ARRC.
53. Provide a copy of the 1986 budget of the ARRC.
54. Provide a copy of the proposed 1987 budget of the ARRC.

55. To the extent it is not clearly reflected in the above
budgets, state the percentage of total budget and dollar
amount for each year identified above expended on or allocated
.to:

— administration of the ARRC

— travel expenses for executive level employees

— salary levels for each executive level employee

-- fringe benefits for executive level employees



55. What was the final net profit or loss of the ARRC 1in
1985, 1986, and projected for 19877

57. What percentage of the ARRC S income for calendar years
1985 and 1986 was derived from passenger and freight
operations, and how much from rail lands?

58. What was the actual dollar effect of the reduction of
inventory (as described in the Performance Audit dated July
28, 1986) wundertaken by the ARRC 1in 1985 and in 1986 on the
figures identified in response to the above question?

59. What dollar amount, including allocable overhead, was
spent during each year of operation by the ARRC on

— management of rail lands
— provision of passenger and freight service
— other operations (describe)
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Juneau, Alaska 99811 (907) 465-3892

Labor and Commerce Committee

January 26, 1987

To: Members, House Labor and Commerce Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Proposed Committee Substitute - HB 47

On the prime sponsor®s request, I have instructed my staff to
prepare a committee substitute for HB 47, an act relating to
the Alaska Railroad Corporation, for your review on Wednesday,
January 28, at our 4:30 p.m. meeting.

The CS makes minor technical changes to language on Page 2,
line 29, Page 3, line 22, Page 4, line 7, and on Page 6, line
4, to make the language consistent throughout the bill and
with existing statute.

Further, the CS changes Page 3, line 22 to reinsert the phrase
"in a major way", so that the language is consistent with
current law.

Finally, there are two substantive changes 1in the CS. The
first is Page 2, line 9 where the placement of a comma has
been changed, thus changing the meaning of the sentence. The

second is on Page 6, line 8, where language has been added to
require that a public hearing be held at least 30 days before
taking final action.

The bill"s prime sponsor, Representative Kay Brown, will be
present at the Wednesday meeting to explain both the intent of
HB 47, and the changes presented in the CS.
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Kay Brown

Alaska State Legislature
House of Representatives

MEMORANDUM

TO: Rep. Dave Donley, Chairman DATE: January 23, 1987

House Labor and Commerce Committee

FROM: Rep. Kay Be RE: HB 47

/'Y -~ \
HB 47, An AcrrSiating to tii® Alaska Railroad Corporation, has been referred to

the House Labor and Commerce Committ e for consideration.

Thank you for scheduling a work session on the bill at 4:30 p.m., Wednesday,

January 28.

The primary purpose of the bill is to ensure that the railroad®s publicly-owned

lands and resources are managed in the best interest of Alaskans.

HB 47 would limit the railroad®™s complete discretion to dispose of public lands
through long-term leases. While a sale which disposes of the railroad®s entire
interest in land is subject to legislative approval, the railroad®s chief executive
officer, acting under delegated authority, can achieve a result similar to absolute
title transfer by issuing a long-term lease. From a public interest perspective,
issuing a long-term, lease should be subject to procedures that ensure an

opportunity for public participation before the decision is made.
The attached sectional analysis by George Utermohle, Legislative Counsel,
describes the bill in more detail. 1 have also attached a memo by

Utermohle discussing confidentiality standards.

I look forward to discussing HB 47 with your committee.

Attachments

cc: Rep. Ellis

Rep. Boyer
During S”rsion:
P. 0. BOX 20-2661 P. 0. BOX V
Anchorage, AK 99520-2661 Juneau, AK 99811

u
(907) 272-0207 (907) 465-4998



T O T I IF ALASKA
POUCHY SIAIECAPITOI

ran nnMunrM P s

LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM January 22, 1987

SUBJECT: Section by section analysis of HB 47, An Act
relating to the Alaska Railroad Corporation

T0: Representative Kay Brown

FROM: George Utermohle*~™
Legislative Counsel

The following is the section-by-section analysis of HB 47
which you requested.

Section 1 amends AS 42.40.100 by expanding the duties of the
board of the Alaska Railroad Corporation to include:

(1) maintenance of passenger and freight operations of
the railroad at the same level as when the railroad was
transferred from federal to state ownership or, if funding
is available, expansion of passenger and freight operations
beyond the level of service at the time of transfer;

(2) management of real property interests and natural
resources owned by the corporation in the best interest of
the people of the state; among the information which the
board must consider in making its determination of what is
in the best interests of the people of the state are land
use ordinances and plans of cities and boroughs affected by
railroad land management decisions, adjacent land uses, the
development and revenue potential of the land, and public
comment on land management decisions proposed by the board.

(3) consultation with the Alaska Department of Fish and
Game on ways that the railroad can reduce the effects of
railroad operations on wildlife.

Section 2 amends AS 42.40.120(b) to require the board of the
Alaska Railroad Corporation to delegate authority to the
executive officers of the railroad to grant leases,
easements, permits, or other interests in railroad land for
periods not exceeding one year. A grant of a lease,
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January 22, 1987
Page 2

easement, permit, or other interest in land for a period
exceeding one year must be approved by the board of the
corporation under Section 8 of the bill. Current law allows
the executive officers of the railroad, through delegated
authority, to enter into long term leases (up to 35 years
under any conditions and exceeding 35 years 1if the lease is
subject to termination by the railroad).

Section 3 amends AS 42.40.120(c) to require specific approval
by the board of the Alaska Railroad Corporation before rail —
road services can be expanded.or reduced in any way and
before the corporation can-lease, grant easements or per —
mits, or allow use of railroad land for a period of time

that exceeds one year.

Section 4 amends AS 42.40.170(b) to remove the authority of
the board of the Alaska Railroad Corporation to discuss"land
disposal or acquisition issues in executive session. The
board®"s authority to discuss matters related to divisions
and contract rate agreements 1in an executive session is also
repealed.

Section 5 amends AS 42.40.220(b) by 1limiting the items of
information which the Alaska Railroad Corporation may with—
hold from public disclosure to the following items:

(a) personnel records
(b) communications with and work product of legal counsel

(c) information consistent with the standards and prac—
tices of the U.S. Interstate Commerce Commission for the
protection of proprietary information associated with spe—
cific shippers.

The discretion of the corporation to identify additional
similar types of information for non-disclosure is removed.
Confidentiality is removed from information associated with
divisions and contract rate agreements.

Section 6 amends AS 42.40.260 by requiring that the annual
report prepared by the Alaska Railroad Corporation and
provided to the governor and legislature include information
on the land and natural resources held by the corporation.
Pending proposals for the lease or disposal of land or natu-—
ral resources must also be disclosed in the annual report.
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Section 7 amends AS 42.40.285 by requiring that any lease of
land by the Alaska Railroad Corporation for a period exceed—
ing 35 years be approved by the legislature. The former
exemption is repealed.

Section 8 amends AS 42.40.350(c) by permitting the Alaska
Railroad Corporation to lease,”™ grant“"easements 1in or permits
for rail land for a term exceeding one year only if the
board of the corporation determines that the transaction is
in the best interests of the people of the state. Rail 1land
is that land owned by the corporation that 1is not included
in the railroad utility corridor along the main or branch
lines of the railroad. At least 60 days before taking final
action on the transaction, the board must prepare a written
report on the proposed transaction and a determination that
the transaction is in the best interests of the people of
the state. The board must hold a public hearing 1in a city
or borough affected by a lease, easement, or permit issued
for a term exceeding one year.

Section 9 amends AS 42.40.350(d) by requiring that any lease
or other disposal of land by the Alaska Railroad Corporation
be at fair market value as determined by appraisal or by
competitive bid unless the lease or disposal 1is to the

state, a city or a borough.

Section 10 adds new language to AS 42.40.350 requiring that
the disposal of natural resources from the land of the Alaska
Railroad Corporation be by competitive bid unless the dis-
nosal is to the state or to a city or borough.

Section 11 adds new language to AS 42.40.420 to allow the
Alaska Railroad Corporation to 1issue permits to individuals
for temporary, short term, or emergency use of railroad
land.

Section 12 adds a new section, AS 42.40.460, requiring the
Alaska Railroad Corporation to salvage for human consumption
the meat of big game animals killed by operations of the
railroad.

GU:mkr
m8/036
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M EMORANTDUWM January 21, 1987

SUBJECT: AS 42.40.170(b)(7) and AS 42.40.220(b);
Information of a type treated as confidential
under the standards and practices of the
United States Interstate Commerce Commission

T0: Representative Kay Brown

FROM: George Utermohl~r/n
Legislative Counsel

This memorandum seeks to clarify the impact of certain lan—
guage in AS 42.40.170(b)(7) and AS 42.40.220(b). Under the
authority of these sections the Alaska Railroad Corporation
may maintain the confidentiality of "information of a type
treated as confidential under the standards and practices of
the United States Interstate Commerce Commission."” It is
difficult to determine what information 1is kept confidential
by this provision, however a review of the federal statutes
and regulations pertaining to the Interstate Commerce Com—
mission does explain what information 1is public.

Under 49 CFR 1001.1 the following records of carriers reg—
ulated by the Interstate Commerce Commission are available
to the public:

(a) Copies of tariffs, rate schedules, quotations or
tenders of a rate for transportation for the federal govern-—
ment, classifications, powers of attorney, concurrences, and
contracts filed with the commission; however arrangements
between carriers may be withheld from public disclosure if
disclosure 1is not necessary in the public interest.

(b) Annual and other periodic reports containing
answers to questions asked by the commission; the annual
report must contain an account of the affairs of the
carrier, 1in as much detail as the commission may require.

(c) Annual and other periodic reports, maps, profiles,
and other data filed with the commission for the purpose of
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valuing the property of the carrier; the commission may
close these records to the public but must state its reasons
for doing so. (49 U.S.C. 10783(d))

(d) All docket files, including pleadings, depo—
sitions, exhibits, transcripts, of testimony, recommended and
proposed reports, exceptions, briefs, reports and decisions
of the commission in any proceeding, and carrier operating
authorities granted in those proceedings.

(e) File and index of security interests 1in railroad
property granted by carriers and required to be recorded

with the commission.

Freight commodity shipment reports of railroads are also

public. However reports involving the traffic of less than
three shippers in a single commodity reporting class are not
public. Information involving the traffic of less than

three shippers must be included in supplemental reports
which are confidential unless the commission approves their
release. (49 CFR 1248.6)

According to the procedures of the Interstate Commerce Com—
mission listed above, most of the information collected by
the commission 1is public. Aside from the specific exemp—
tions for freight commodity shipment reports involving less
than three shippers in a single commodity reporting class
and the discretionary exemptions for arrangements between
carriers under 49 U.S.C. 10764(a)(2) and for valuation
reports under 49 U.S.C. 10783(d), it is not clear what other
information collected by thu Interstate Commerce Commission
may be withheld from public disclosure. Overall, a consid-—
erable amount of information about the operations of the
Alaska Railroad is public information under the standards
and practices of the Interstate Commerce Commission.

The true extent of the Alaska Railroad®"s power to withhold
information under its authority to mirror disclosure deci—
sions of the Interstate Commerce Commission cannot be ascer—

tained in the abstract. Only on an 1issue by issue and case
by case basis can the limits of the Alaska Railroad"s power
to withhold information be established. The ability to deter—

mine in advance what information is public is complicated by
the discretionary authority of the Interstate Commerce Com—
mission to make certain information confidential in one
instance but to make it public in another instance. However,
if the need should arise for information that the Alaska
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Railroad lawfully withholds under the authority of

AS 42.40.170(b)(7) and AS 42.40.220(b), the legislature
always has the authority to force disclosure by repealing
these provisions.

Confidentiality of information collected by the Interstate
Commerce Commission 1is maintained to protect the proprietary
and financial interests of carriers regulated by the commis—
sion and of third parties such as customers of the carriers.
The Alaska Railroad Corporation, or the State of Alaska as
owner of the corporation, may waive 1its right to confiden—
tiality in proceedings before the commission and thus allow
otherwise sensitive information to be made public. The
primary issue that the corporation or state would want to
consider once it decides that it no longer wants to keep
certain information confidential, 1is whether the interest of
third parties will be adversely affected by disclosure of
the information and if so, should the infonr_.ition still be
made public.

IT I can provide further information on this subject, please
contact me.

GU:mkr
m8/034
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Utermohle
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Original sponsors: Brown, Ellis and Boyer

BY, THE LABOR AND
IN THE HOUSE COMMERCE COMMITTEE

CS FOR HOUSE BILL NO. 47 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the Alaska Railroad Corporation."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 42.40.100 is amended to read:

Sec. 42.40.100. MANAGEMENT BY THE BOARD. The board 1is respons—
ible for the management of the corporation but shall delegate certain
powers and duties to the <chief executive officer 1in accordance with
AS 42.40.120. In managing the corporation the board shall

(1) be responsible for the management of the financial and
legal obligations of the Alaska Railroad;

(2) operate the Alaska Railroad as a common carrier subject
to the jurisdiction of the United States Interstate Commerce Commis—
sion consistent with 45 U.S.C. 1207;

(3) generally manage the <corporation on a self-sustaining
basis;

C4) apply to the legislature for an appropriation with the
concurrence of the governor to be used to provide a particular service
that 1is not otherwise self-sustaining if a subsidy 1is required to
maintain that service;

(5) provide for safe, efficient, and economical transporta—
tion to meet the overall needs of the state;

(6) raise needed <capital by 1issuing bonds of the <corpo—
ration upon approval by the legislature while ensuring that borrowing
by the corporation does not directly or indirectly endanger the

state®"s own borrowing capacity;

-1- CSHB 47 (L&C)
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(@) review all state and other Jland disposal proposals to
aid in planning for future development or expansion of transportation
services;

(8) ensure that the procurement procedures of the corpo—
ration meet accepted railroad industry standards;

(9 ensure that the accounting procedures of the corpo—
ration meet generally acceptedeaccounting principles consistent with
industry standards for comparable railroadsj_

(10) maintain or expand, to the extent practicable within
financial resources available, the level of passenger and freight
service provided at the time of transfer of the railroad to the state;

(11) manage land, 1interests in Jland, and natural resources
on land held oy the corporation 1in the best interest of the people of
the state; 1in determining the best interest of the people of the state
the corporation shall consider land use plans and ordinances of munic—
ipalities where railroad land exists, adjacent land uses, the economic
development and revenue generating potential of the Jland and natural
resources, and public <comment received on proposed land management
actions;

(-12) consult with the Department of Fish and Game to mini —
mize adverse effects of railroad operations upon wildlife.

Sec. 2. AS 42.40.120(b) 1is amended to read:

(b) The [WITHIN 60 DAYS AFTER ITS FIRST MEETING, THE]
shall delegate the following activities of the <corporation to the
chief executive officer or other executive officers designated by the
board:

(1) leasing [SUBJECT TO AS 42.40.285 AND 42.40.350(b) AND
(d)], granting easements in, 1issuing permits for the use of, or con-—

veying other interests in railroad land for a term of 1less than one

CSHB 47 (L&C) -2-
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year [PROPERTY THAT DO NOT CONSTITUTE A TRANSFER OF THE CORPORATION'S
ENTIRE INTEREST IN LAND];

(2) establishing specific rates, tariffs, divisions, and
contract rate agreements;

(3) making routine changes in service levels;

(4) establishing procurement and accounting procedures for
the corporation; fid

(5) performing procurement activities.

Sec. 3. AS 42.40.120(c) 1is amended to read:
(c) Notwithstanding (a) and (b) of this section, specific board
approval 1is required for the following:

(1) issuing bonds upon approval by the legislature;

(2) mortgaging or pledging corporation assets;

3) donating property or other assets belonging to the
corporation;

(4) acting as a surety or guarantor;

(5) adopting a long-range <capital improvement and program
plan;

(6) adopting annual reports;

@) effecting general, comprehensive increases and de-—
creases 1in rates;

(8) expanding or reducing services 1in a major wav;

(9) expanding the main or branch rail Ilines including spur,
industrial, team, switching or side tracks, other than performing
routine trackalignment as necessary to maintain existing service
levels;

(10) selecting independent auditors and accountants;
*11) entering into collective bargaining agreements;

(12) adopting annual budgets;

-3- CSHB 47 (L&C)
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(13) beginning a <capital project with an estimated com-—
pletion cost of more than $500,000 or an estimated completion time of
more than one year;

(14) exchanging, donating, selling, or otherwise conveying
its entire interest in land subject to approval by the legislature;

(15) leasing, granting easements in or permits for, or
authorizing use of railroad land for a term ofone year ormore;

(16) exercising the power of eminent domain.

* Sec. 4. AS 42.40.170(b) is amended to read:
(b)Only the following subjects may be discussed in an execu—
tive session:

@) matters, the immediate knowledge of which would clearly
have an adverse effect upon the finances of the corporation;

(2) unless the person has requested to have the subjects
discussed in public, subjects that tend to prejudice the reputation
and character of a person;

3) matters that, by law or municipal charter or ordinance,
are permitted to be kept confidential from public disclosure-,

4) matters pertaining to personnel;

(5) matters pertaining to the corporation®s legal position:
and

(6) [LAND ACQUISITION OR DISPOSAL; AND

(M] proprietary or other information of a type treated as
confidential under the standards and practices of the United States
Interstate Commerce Commission, including practices that protect
information associated with specific shippers [, DIVISIONS, AND CON-—
TRACT RATE AGREEMENTS].

* Sec. 5. AS 42.40.220(b) is amended to read:
(b) The corporation may by rule designate and withhold

CSHB 47 (L&C) -4-
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disclosure of matters of a privileged or proprietary nature. Those
matters are [INCLUDE] personnel records, communications with and work
product of legal counsel, and, consistent with the standards and
practices of the United States Interstate Commerce Commission for the
protection of these matters, other information 1including proprietary
information associated with specific shippers [, DIVISIONS AND CON-—
TRACT RATE AGREEMENTS].

Sec. 6. AS 42.40.260 1is amended by adding a new subsection to read:

(c) The annual report shall inventory land, 1interests in
and natural resources on Jland held by the corporation and shall de—
scribe present uses, future development plans, and known resource
development potential for the land, interests in Jland, and natural
resources. The annual report shall also provide information on pend—
ing proposals for the 1lease or other disposal of 1land, 1interests in
land, or natural resources on Jland held by the corporation during the
next year.

Sec. 7. AS 42.40.285 1is amended to read:

Sec. 42.40.285. LEGISLATIVE APPROVAL REQUIRED. Unless the

legislature approves the action by law, the corporation may not

&D) exchange, donate, sell, or otherwise convey 1its entire
interest in land;

(2) issue bonds;

(3) extend railroad lines; this paragraph does not apply to
a spur, industrial, team, switching or side track;

(4) lease land for a period in excess of 35 years [UNLESS
THE CORPORATION RESERVES THE RIGHT TO TERMINATE THE LEASE |IF THE LAND
IS NEEDED FOR RAILROAD PURPOSES].
Sec. 8. AS 42.40.350(c) 1is amended to read:

(c) (Then the board determines that the best interest of the

-5- CSHB 47 (L&C)
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people of the state 1is served, the [THE] corporation may lease, sub-—
ject to AS 42.40.285 and (d) of this section, grant easements 1in or

permits for, or otherwise authorize use of portions of rail land for a

the board shall make a written finding of fact and determination that
the lease, grant of an easement in or permit for, or authorization of
use of rail land for a term of-one year or more is in the best in-
terest of the people of the state. At least 30 davs before taking
final action the board shall hold at 1least one public hearing 1in a
municipality affected by a land management action wunder this sub-
section. However, the corporation may not convey 1its entire interest
in rail land except as provided in AS 42.40.285, 42.40.370 (d) j and
42 .40.400.

Sec. 9. AS 42.40.350(d) 1is amended to read:

(d) A lease or disposal of Jland [APPROVED BY THE LEGISLATURE
UNDER AS 42.40.285] by the corporation to a party other than the state
or a municipality shall be made at fair market value as determined by
a qualified appraiser cr by competitive bid.

Sec. 10. AS 42.40.350 is amended by adding a new subsection to read:

(e) A disposal of natural resources from land held by the corpo—
ration to a party other than the state or a municipality shall be made
by competitive bid.

Sec. 11. AS 42.40.420 is amended by adding a new subsection to read:

(b) Upon request of a person the corporation may authorize
permit the temporary, short term, or emergency use of railroad land.

Sec. 12. AS 42.40 1is amended by adding a new7 section to article 5 to

Sec. 42.40.460. SALVAGE OF BIG GAME FOR HUMAN CONSUMPTION. The
corporation shall salvage for human consumption the meat of big game

47 (L&C) -6-
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1 animals, as defined under AS 16.30.030, killed by the operations of

the railroad.
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When Moose and Train Meet:

by Jack G Didrickson and Raymond J. Kramer

0 nthe last day of February 1985, Alaska Railroad Loco*
motive Number 3006N chugged Its vv_ag out of the
~Anchorage railroad yards bound for Fairbanks. None
ofitscrewrealized that an unwanted record would be set before
itarrived atits destination the next morning. Nineteen moose
would die thattrip, crushed by thelocomotive, while the helpless
crew watched, unable to save the victims. And, os the winter
snows continued, more moose died on almost every run until
the annual total for the entire length of the railroad came to 385,
Fortunately, not every year is a duplicate of the winter of
1984*85. This pastwinter U985-86), 17'moose were killed along
the entire length "»f the Alaska Railroad.

What causes these mortalities, and what can be done to lessen
or prevent them? These are questions of primary importance
to not only game biologists and railroad employees, but also
to the public, some of whom see this as a shameful sltua’ ion
that could be easily remedied. Although many ideas have been
proposed and tried, there Is no one good solution.

Initially, both ADF&G and the Alaska Railroad presumed

6
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that the high mortality In some years occurred sim ﬁly because
the moose population periodically fluctuated, with most kilk
occurring when the population was high. We now know this
isnot the case By correlating the Alaska Railroad's daily records
over the years with weather Patterns which coincided with the
chronology of high moose losses, we could see a pattern. In
years of deep snow depth (three to five feet) for long periods
of time, moose losses along the tracks drastically increased.
Conversely, in winter periods of little snow, or when spring
thaws decreased the snow depths, moosc-train incidents
significantly declined. N

A majorlty of the 1984-85 mortalities occurred on the tracks
between Willow and Tilkeetna, in an area known as Game
Management Unit (GMU) 14B. This is an area with a large
moose ]poEulatlon, most of wntcn remains in tne high reaches
of the Thlkeetna Mountains throughout the summer and fail.
In winter, assnow and winds increase in these highlands, alarge
number of the moose move down the mountain slopes to their
critical winter food supply o fwillows along the Susitna River.
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Unfortunately, both the railroad and the main highway from
Anchorage to Fairbanki bisect their migration path.

When mows exceed three feet, the moose find these man-
made "trails" a convenient place to walk or rest, and therein
lies the cause of the mortality. Moose are somewhat reluctant
to leave these cleared areas and they have not, for the most part,
learned to fear trains or autos. As a result, an additional 77
animals were killed by highway vehiclesduring the 1985 season.
Also, many become stressed by deep snow and the lack of near-
by browse. In residential areas along the highway, stressed
moose belligerently chased dogs, children, and adults, with the
resultthat another 40 were killed in defense of life and proper-
ty, bringingthe total loss of moose inCMU 14Bto 502. Hunters,
onthe other hand, took only 216 animals in the following 20-day
September season, before the deep snows set in.

Although a huge percentage of mortalities for all
yean occurs between Willow and Hurricane, with a
fewother “hot spots, >’ mortalities are otherwise fair-
ly uniformly distrubuted along the entire length of
the tracks; therefore, the problem is not merely a local
one. A solution must be provided that works along
the entirerailroad corridor from Seward to Whittier*
to Fairbanks.

Meetings have been held between the Alaska
Railroad personnel and ADF&G game biologists to
seek answers and actions, and members of the public
have enthusiastically offered Innovative ideas, butno
tingle, concrete solution has been found.

There are certain realities which must be faced
where "compromise” simply won't work. The trains
must run and they must run on or near schedule; too
many people and businesses are dependent on the
products delivered to interrupt service Closing down
the railroad in winter is no solution. Scheduling the
trauu to run only in daylight hours won't work, with
only fourto five hours of daylight present during the
critical months. Accurately predicting where and
when deep snows will occur is beyond human
technology. We must look to the tracks and trains
themselves for solutions.

Perhaps the most "far-out” solution offered so far
was that ofa giantcushioned rubber bumperattach-
ed lo the front of the locomotive. Here, laws of
physics and elasticity come to bear, causing visions
of amoose being hitat 40 mph, sinkinginto this giant
cushion, and then being sprung out in front of the
train again, only to be picked up and thrust again,
endlessly bouncing down the tracks.

Anothermore realistic attempt was to mount sonic
whistles on the locomotive which might alert the
animals. The experiment failed, however. When the
train moved comparatively slowly, the whistles didn’t
whistle, and when it was Yery coid they froze into
silence.

Slowing the train from 40to 20 mph in “hot spot"

wasanotheridea. Not only did scheduling dif-
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In times of heavy snow, moose make use of
the cleared areas on the tracks of the Alaska
Railroad for walking and resting. Here, a
train hat stopped for a moose bedded down
on the tracki during a snowstorm in the
winter of 1985.
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ficuities make this impossible, but the trains couldn't climb cer-
tain grades on the icy tracks if momentum was lost.

Decking or covering the ties on trestle uridges to permit
moose to safely cross was suggested, but this idea was denied
because speed sensors on the train wheels reportedly will not
work properly in the presence of the coverings.

One of the major problems in deep snow isthat of the “tun-
nel” effect which trains create with their own mow plow on
the front. In this situation, once a moose is on the track, after
struggling in deep snow, it won’t leave even with a train bear-
ing down on it. There is little room between the train and the
wall ofsnow and the moose are often sideswiped. “Wing plow-
ing," where special equipment plows 20 feet on cither side of
the tracks seemsto have merit in certain area wheretopography
permits, but this is not the complete answer. When the railroad
bed issignificantly higher than surrounding terrain, moose still
prefer the track bed to jumping down into deep snow.

The best, but perhaps most complicated, scheme offered so
faristo allow permit hunters to harvest moose along the railway
corridor, at times when heavy snowfall occurs. Logistically, this
would prove difficult. First, permits would have to be fairly
allocated and there would be no guarantee in any particular
year that a hunt would be held. The hunt would occur only

in areas determined to be "hot spots” and then only within a:

narrow corridor along the tracks. When mows are deep,
snowmachines bog down and would prove worthless. Further-
more, hunters riding snowmachines, or even walking down the
railroad right-of-way, simply would not be safe; eventually
someone would be hit by a train.

The only apparent method of getting hunters afield would
be to run a “huntertrain” which could stop in designated areas,
let hunters off for a period of time, and pick them up later,
with their harvested moose; This plan, too, offers tremendous
logistical problems and would require a great deal of common
sense and wintercraft knowledge on the pan of each hunter.
If regular train schedules were to continue, each hunter would
have to be back at his designated pickup point precisely on time;
as the train could not delay its schedule. A hunter who took
an animal too far away would perhaps have to leave all or pan
of his moose behind; this is a violation of wanton waste laws
and would defe« the purpose of obtaining the meat.

Based on random permit drawing, there isa chance that some
In«perienced hunters might be drawn who would haveno idea
of the severity of camping out in -40“weather. To leave them
out in these conditions overnight could prove disastrous, par-
ticularly if a storm occurred. Inevitably, someone would get
lost, frostbitten, or hypothermic.

For lack of a workable solution, the problem is far from
resolved. We would all like to see a harvest shift from trains
to hunters. In Canada, Sweden, Norway, and Russia, game
managers are also seeking answers to this problem, but as yet
no economically feasible solution hae been found. Fencing both
sides of the railway would not only be exorbitantly expensive,
but would also cut the moose off from their Winter habitat.
Overpasses or underpasses, with wing fences to funnel the
animals onto these routes, have shown promise in Europe, but
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Frank Box, boilermaker for the Alaska
Railroad, welds one of two lights that were
attached to the locomotives to chase moose
off th? tracks.

because of the great mileage involved would require literally
millions of dollars to aco- .nplish effectively in Alaska. Just such
an underpass has been proposed outside Anchorage underthe
Glenn Highway; the results of this experimentwill tell us much
over the next few years.

Canour railbelt moose populations sustain these losses? The
answer isa cautious “yes,” withthe adjustment of seasonsand
bag limits, but game managers would prefer to see a better use
forthetons of meat that are spoiled by a train's crushing impact.

As Alaska moves into the 21st century, answers to this vex-
ing problem may be found. In the meantime, game biologists
must continue to obtain basic biological information to justify
attempts at possible solutions.

Jack C Dldrickson. who has been with the departmentsince
1959, ser.'esasAna GamsBiologist withtheDivisor, o fGanis
ADF&.G, Palmer.

Raymond J. Kramer serves as Game Biologist, Division of
Game, ADF&.G, Anchorage.
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DRAFT: ATTACHMENT TO LETTER TO ALASKA RAILROAD CORPORATION

INTRODUCTORY CONSIDERATIONS:

t

a. Throughout these questions, the term "documents"™ or n
"information" does not include documents or information which
may be fairly classified as personnel records or
communications with or work product of legal counsel.

b. The term "rail property” includes all property transferred
to the Alaska Railroad Corporation (ARRC) from the federal
government.

C. The term "land™ 1includes all real property, 1interests
therein and resources thereon, transferred to ARRC.

d. The terra "rail land” has the same definition as set forth
in A.S. 42.40.350.

e. The term "railroad utility corridors™ has the same
definition as set forth in A.S. 42.40.350.

f. IfT the ARRC refuses to answer any question or provide any
information requested by the Committee, please state the
precise statute or ICC provision under which the information
is held confidential.

QUESTIONS:

1. How much land was transferred to the ARRC from the federal
government?

2. What percentage or what approximate number of acres is
railroad utility corridors?

3. What percentage or what approximate number of acres is
rail land?

4. What 1is the approximate number of acres of rail land which
is necessary for the operation of the railroad? For example,
for railroad terminals, yards, and offices.

5. For each of the following local government entities, state
the approximate number of acres of land located within each
entity, give a general description of the land and major



improvements, and give the estimated fair market value of the
land:

- Anchorage

- Seward

- Fairbanks

- Whittier

-  Palmer

- Wasilla

— Other municipalities

6. State the fair market value of (1) all land as described
above and of (2) all rail land which is not necessary to the
operation of the railroad.

7. IT the ARRC 1is unable to provide the fair market value as
requested in the preceding questions, give the railroad"s most
accurate estimate of the fair market value, describe the basis
of the estimate, and describe what steps have been taken, if
any, to determine the actual fair market value.

8. Describe each lease affecting rail land, specifically
including a general description of the land involved, the term
of the lease, and the lease rate.

9. Describe the leasing policy of the railroad for rail
lands, including any factors considered and procedures
followed to determine whether the lease is for the benefit of
the people of the state, 1is in conflict with the land use
plans of local governments, 1is compatible with adjacent land
uses, or to otherwise communicate with local governments and
adjacent land owners.

10. Which individual(s) 1is in charge of implementing the
policies or procedures described in the preceding question?

11. Is the ARRC currently considering any leases in addition
to those identified or those to which ARRC is currently a
party? If so, describe.

12. Is the ARRC considering any development, sale or
disposal of rail land or of any resources thereon? If so,
describe.

13. What is the current status of the previously contemplated
development of the bluff surrounding Government Hill, referred
to by the residents as the Government Hill Greenbelt or West

BIuff?

14. Describe any negotiations the ARRC is conducting with the
Municipality of Anchorage regarding the above described
development and any potential resolutions.



15. Is the ARRC currently negotiating or has the ARRC been
requested to negotiate with any local governments regarding
lease, transfer of interest, sale or other disposition of rail
land ? If so, please describe the local governments involved
and issues raised in such negotiations or requests.

16. Describe the procedures the ARRC follows when a local w
government requests communication with the ARRC regarding rail
land located within local government boundaries.

17. Describe all natural resources, including without
limitation, sand, gravel, oil, gas, timber and minerals on
rail land, and any existing or planned inventory of those
natural resources.

18. Describe all disposals of interest in, development of, or
lease of any of the resources identified in response to the
above question.

19. Describe all changes in the levels of freight and
passenger service which have been implemented since the
transfer from the federal government.

20. Describe all currently proposed or planned changes in the
levels of freight and passenger service which have been
implemented since the transfer from the federal government.

21. Describe the procedures which the ARRC follows and the
factors considered when it evaluates the need to change levels
of freight or passenger service.

22. Describe all changes in the rates " ge" r:y the railroad
for hauling freight since the transfer i* m th” federal
government.

23. Describe ali) currently proposed or planned changes in the
rates charged for hauling freight since the transfer from the
federal government.

24. Has the Board invoked an executive session to discuss the
policy aspects (as opposed to the financial details) of
acquisition or disposal of any interest in land? If so,
please state when, describe the land affected, and the action
discussed.

25. Why does the Board believe it is necessary to invoke
executive session to discuss the policy aspects of acquisition
or disposal of an interest in land?

26. Describe each instance since February 1985 in which the
Board has 1invoked an executive session to discuss the subjects
described in A.S.42.40.170 (b)(7).



27. Describe those specific categories of documents which the
ARRC does not make public.

28. Describe those specific categories of documents which the
ARRC does make public.

29. Describe the specific types of documents which ARRC
withholds from the public as being " proprietary information”
associated with specific shippers consistent with the
standards and practices of the ICC.

30. Describe the specific types of documents which ARRC
withholds from the public as being "proprietary information”
associated with divisions consistent with the standards and
practices of the ICC.

31. Describe the specific types of documents which ARRC
withholds from the public as being "proprietary information"”
associated with contract rate agreements consistent with the
standards and practices of the ICC.

32. Other than the specific types of documents described
describe other specific types of documents which the ARRC
withholds from the public as "proprietary information"”
consistent with the standards and practices of the ICC.

33. List each rule pursuant to which the ARRC has designated

documents as privileged or proprietary under A.S.42.40.220 or

otherwise, and describe the types of documents and information
withheld fronm the public pursuant to each rule.

34. Describe the rationale of theARRC in refusingto provide
the Transportation Committee with documents requested by that
committee in 1985 and 1986.

35. Describe the documents and categories of information the
ARRC refused to give to the Transportation Committee.

36. Describe all procedures and practices by which the ARRC
attempts to minimize the adverse effect of the operation of
the railroad on wildlife.

37. Describe all actions taken by the ARRC if a train hits a
moose, including names of people to whom the information is
reported, reports made, and attempts to salvage meat.

33. How many moose were hit by trains in each calendar year
from 1980 through 19867

39. Describe all other procedures of which theARRCisaware
which would additionally minimize the risk of hitting moose
and state why the ARRC has not implemented such procedures.



40. Describe all pesticides used by the ARRC, and the areas
in which such pesticides are applied. Describe any complaints
the ARRC has received regarding the use of pesticides, and
describe the procedures the ARRC has or intends to implement
to discuss such complaints in public.

41. Describe any action the ARRC has undertaken to determine
alternate methods of vegetation control other than pesticides
actions undertaken in the past.

42 . Describe the current situation at Moose Pass.

43. How many residents are still not living intheir homes as
a result of the incident at Moose Pass?

44. How much money has the state of Alaskapaid toattempt to
rectify the adverse effects at Moose Pass?

45. How much money has the ARRC paid to attempt to rectify
the adverse effects at Moose Pass?

46. Describe the procedures the ARRC has implemented to
prevent a recurrance of the type of incident that occurred at
Moose Pass?

47. What 1is the policy of the ARRC with regard to hiring
Alaskan residents?

48. What is the policy of the ARRC with regard to purchasing
Alaskan goods and services?

49. Who is the 1individual in charge of implementing the
policies described above?

50. What percentage of ARRC employees are Alaskan residents?

51. What percentage of the goods and services (other than
services rendered by employees) purchased by the ARRC are of
Alaskan origin, production or manufacture?

52. Provide a copy of the 1985 budget of the ARRC.
53. Provide a copy of the 1986 budget of the ARRC.
54. Provide a copy of the proposed 1987 budget of the ARRC.

55. To the extent it is not clearly reflected in the above
budgets, state the percentage of total budget and dollar
amount for each year identified above expended on or allocated
to:

— administration of the ARRC

— travel expenses for executive level employees

— salary levels for each executive level employee

— fringe benefits for executive level employees



56. What was the final net profit or loss of the ARRC 1in
1985, 1986, and projected for 19877

57. What percentage of the ARRC"s 1income for calendar years
1985 and 1986 was derived from passenger and freight
operations, and how much from rail lands?

58. What was the actual dollar effect of the reduction of
inventory (as described in the Performance Audit dated July
28, 1986) undertaken by the ARRC 1in 1985 and in 1986 on the
figures identified in response to the above question?

59. What dollar amount, including allocable overhead, was
spent during each year of operation by the ARRC on

- management of rail lands
— provision of passenger and freight service
— other operations (describe)



ALASKARAILROAD... .. ...

P.O. Box 7-2111 < Anchorage, Alaska 99510-7069
February 6, 1987

Representative Dave Donley, Chair
House Labor and Commerce Committee
Pouch V

Juneau, Alaska 99811

Re: HB 47, Labor and Commerce Committee Questions to ARRC

Dear Representative Donley,

Thank you for your January 29, 1987, letter. I do hope

the Alaska Railroad Corporation®s position paper has been
some assistance to you and the Labor and Commerce Committee as

HB 47 is considered.

We have answered the questions you sentwith your letter.

answers and exhibits are attached. In a separate document we
also provide some estimates of the bill"s fiscal impact on

ARRC and the State of Alaska.

With the time available to us, some answers may not

complete as we would have preferred. IfT additional questions

arise, please feel free to call me at 265-2461.

Finally, we would simply reiterate that HB 47 1is not remedial

legislation. We believe that the concerns and 1issues

by 1its provisions have been adequately addressed 1in the Alaska

Railroad Corporation Act, other state or federal laws,

rules and company policies, and management practices.
Ironically, the legislation does threaten to largely undo
legislature®s earlier vision of a self-sustaining, but publicly

accountable, railroad.

General Counsel
cc: F.G. Turpin, President & CEO
Attached
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Anchorage, Alaska
February 6. 1987

ALASKA RAILROAD CORPORATION 1987 LEGISLATIVE SESSION
FISCAL INFORMATION

House Bill No. 47
Publish date: 1/19/87

Title: An Act relating to the Alaska Railroad Corporation
Sponsors: Brown, Ellis and Boyer

HB 47 proposes numerous and substantial changes tothe Alaska

Raiload Corporation Act (MARCA™). The issues fall into four
categories, confidentiality of railroad marketing and business
data, passenger and freight service operational restraints,

leasing procedures, and wildlife losses.

A position paper submitted by the Alaska Railroad Corporation
("ARRC") has explained that the 1issues and concerns implied by
the bill"s provisions have been adequately accomodated or

protected by existing laws and/or  ARRC Board rules and
management practices. In addition, many of HB 47"s abrupt and
~xgnificant changes threaten to destroy those dynamic
characteristics which give ARRC the flexibility it needs to
survive economically in today"s declining freight markets. If

this occurs, the legislature®s earlier vision of a financially
and operationally independent vrailroad will in Jlarge part be
undone.

We anticipate that, as a result of this legislation, revenues
vrill be lost and expenses will be increased. ARRC will be
unable to sustain its operations without State subsidies.
Given the fact that ARRC projects a very modest profit in 1987,
subsidy requests should be exper ed to closely mirror the added
costs and losses attributed co legislative changes. These
figures are listed below.

Although it 1is extremely difficultto accurately estimate just
what Ffigures should be expected, the following summary provides
a reasonable projection of anticipated annual expenses/losses.

Should the economy continue 1its present decline, these figures
should be expected to increase, perhaps by as much as 10% per
year.



Fiscal Information - HB47
Februgry 6, 1987
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Passenger Service Losses

As a result of innovations 1in equipment and scheduling, ARRC
has been able to significantly reduce 1its passenger service
losses which existed at transfer, some $2.2 million annually.
HB 47 would require ARRC to maintain the "level of
passenger... service provided at the time of transfer."” If this
means that ARRC would be required to add back to its passenger
service v.he cost of a full service train to northbound winter
service and replace its self-propelled rail diesel cars, an
additional $512,000 loss should be antici;.-.ted. Should ARRC
lose its financial self-sufFiciency as a result of this
requirement and others, entire State subsidy of passenger
service would be required. Without meaningful innovations, the
loss could be as high as $1.5 million annually.

Additional Real Estate Administrative Costs and Revenue Losses

The additional procedural requirements related to Jland leases
and renewals are expected to require dll additional $50,000 in
administrative costs. Estimating a growth rate of 25% in real
estate revenues and a 50% reduction 1in Jlease revenues due to
significant piocedural requirements and time delays not common
to commericial enterprises, /"RRC projects an annual $250,000
loss of "eal estate business.

Confidentiality of Railroad R'irketing and Business Data

HB 47 proposes that, unlike other modes of transportation
including truck and water barge, its confidential marketing
data and proprietary business information be available for
public, ard competitor, inspection. Beyond the policy and
legal issues raised by this suggestion, ARRC expects to lose a
significant portion of its freight revenues should this
proposal be implemented. These 1losses are directly attributed
to restrictions in railroad marketing mechanisms and
opportunities which would be caused by HB 47. General freight
revenue losses are estimater Zat $4.6 million annually.

Total Annual Fiscal Impact

Passenger Service Losses $1,500,000
Real Estate 300,000
General FreightRevenues 4,600,000

Total $6,400,000



1. How much Jland was transferred to the ARRC from
federal government?

Response: Approximately 40,600 acres were transferred to
the state-owned Alaska Railroad Corporation ("ARRC") by the
federal government on January 5, 1985. Transfer documents

included interim conveyances, quit claim deeds, exclusive use
easement deeds, patents and exclusive licenses, each reflecting
varying quality of ownership interest. As competing claims to
the parcels of land involved are adjudicated by the tederal
Bureau of Land Management and surveyed, the title documents
will be reissued and acreages may change.

2. What percentage or what approximate number of acres 1is
railroad utility corridors?

Response: Railroad utility corridors comprise
approximately 34% of the ARRC % total acreage, or 13,800 acres.

3. What percentage or what approximate number of acres is
rail land?

Response: Rail land (non-right-of-way) constitutes 66% of
the total real property of the corporation, or 26,800 acres.

4. What 1is the approximate number of acres of rail land
which is necessary for the operation of the vrailroad? For

example, for railroad terminals, yards, and offices.

Response: This figure <cannot be accurately estimated at
this time. As noted below, all rail lands are needed for
support of railroad operations. Lease and permit revenues are
responsible for a significant portion of ARRC 1income. Like

other American railroads, ARRC depends upon 1its land resources
to sustain 1its economic viability. See responses to Questions
No. 6 and No. 17 below.

5. For each of the following Jlocal government entities,
state the approximate number of acres of land Jlocated within
each entity, give a general description of the land and major
improvements and give the estimated fair market value of the

land:

-- Anchorage

- Seward

— Fairbanks

- Whittier

-  Palmer

- Wasilla

— Other municipalities

the



Response: The following figures are exclusive of the
200-foot right-of-way which vruns throughouteachgovernmental
entity ™ jurisdiction. Fair market value figures are derived
from the Jackson-Cross appraisal performed prior to transfer.

Anchorage: Approximately 660 acres in the Anchorage
Terminal Reserve, of which some 300 acres are used for terminal
operations. Approximately 95% of this district 1is zoned 1-2
and intended primarily forheavy manufactui ing, storage, major
shipping terminals and other related uses. Uses which are
generally permitted in commercial districts are also found
here. Approximately 50% of the property is leased to third
parties, whose improvements include warehouses, tank farms,
Quonset huts and storage yards. An additional 900 acres 1is

located at Portage and used in part for the railroad"s loading
facility and parking associated with the Whittier Shuttle.
Fair market value estimated at $39 million.

Seward: Approximately 300 acres, of which b50 acres are
used Tfor railroad operations (i.e. TOFC vyard, railroad dock).
The remainder is unimproved and submerged lands in Resurrection
Bay. Fair market value estimated at $1.4 million.

Fairbanks: Approximately 461 acres, of which some 270
acres are utilized for a TOFC yard, shops, and other railroad
facilities. Approximately one-half of the vremaining land 1is
leased, for uses and with 1improvements similar to those found
in Anchorage, 1.e. warehouse, tank farms, Quonset huts, storage
yards. Fair market value estimated at $6.1 million.

Whittier: Approximately 272 acres, of which approximately
150 are used for railroad operations. Major improvements
include railroad docks, barge slips, ferryterminal, shuttle
ramp, small boat harbor, and several commercial buildings
leased to third parties. Fair market value estimated at $.9
mil lion.

Palmer: Right-of-way only.

Wasilia: Right-of-way only.

Nenana: Approximately 270 acres, most of which 1is leased
to the City of Nenana for commercial purposes. Fair market

value estimated cannot readily be broken out of the "other””
category 1in the Jackson-Cross appraisal.

Valdez: Approximately 60 acres, which includes raw and
undeveloped 1land as well as trackage for rail barges and two
lessees. Fair market value estimated at $365,000.

6. State the fair market value of (1) all land as

described above and of (2) all rail land which is not necessary
to the operation of the railroad.



Response: The fair market of the lands discussed in the
responses above was obtained from the Jackson-Cross appraisal
that was wused asa basis for evaluation prior to transfer.
Because of the overall declining economy statewide, ARRC
believes that this fair market value (in the neighborhood of
$51 million for the total real property now owned by ARRC) has
probably decreased.

In light of the fact that revenues derived from
non-operational Jleases and other uses of real estate by third
parties represented 9.6% of the ARRC"s total revenue in 1986,
ARRC believes that all rail land 1is necessary for the operation
of a financially sound railroad.

7. IT the ARRC 1is unable to provide the fair market value
as requested in the preceding questions, give the railroad"s
most accurate estimate of the Tfair market value, describe the
basis of the estimate, and describe what steps have been taken,
if any, to determine the actual fair market value.

Response: Since transfer, the ARRC has not commissioned a
full fair market value appraisal of its properties. Individual
appraisals are being done 1in accordance with the requirements
of some lease agreements. These recent appraisals on
individual parcels of leased land show a decline 1in val e over
the past two years.

8. Describe each 1lease affecting rail land, specifically
including a general description of the land involved, the term
of the Ilease, and the lease rate.

Response: The ARRC is presently the lessor in
approximately 300 leases and permittor or grantor 1in some 700
other permits, road crossing agreements, easements or other
land use agreements. ARRC will be happy to provide the

Committee with a computerized listing summarizing the 1000
total a”eeraents if it desires, but for convenience furnishes
the following general 1information.

Revenues 1in 1986 from ground leases was approximately $5.5
million. Generally speaking the railroad lands are located 1in
industrial zoned districts where the intended use 1is primarily
for heavy manufacturing, storage, major shipping terminals and

other related uses. The term of these ground leases ranges
anywhere from 10 to 55 years. The average lease rate among the
300 tenants would fall between 8.5 and 9.5% per year. The

annual rate being set in new leases 1is 9.5%, as established in
a study performed for ARRC (copy attached).

9. Describe the leasing policy of the railroad for rail
lands, 1including any factors considered and procedures followed



to determine whether the lease is for the benefit of the people
of the state, is in conflict with the land use plans of local
governments, is compatible with adjacent land wuses, or to
otherwise communicate with Jlocal governments and adjacent land

owners.

Response: The attached copy of the ARRC"s long-term lease
policy indicates that the corporation considers all the factors
listed 1in the Committee"s question. The procedures followed
are also addressed.

It is the policy of the ARRC Real Estate Department to

approve of those leases, subdivisions, plats, and land uses
that are consistent with Jlocal municipal ordinances and land

use regulations. For example, for rail lands within the
Municipality of Anchorage, Title 21 of the Municipality®s
ordinances, "Land Use Regulations", would be strictly adhered

to with respect to leasing and approved activities of lessees,
just as any other commercial enterprise.

10. What individual(s) is in charge of implementing the
policies or procedures described in the preceding question?

Response: The ARRC®"s Director of Real Estate, Larry J.
Houle, is the individual 1in charge of implementing the policies
or procedures described in the preceding question. His actions

are subject to the chain of approval expressed in the
corporation®s Approval Authority Guide (relevant p”~ges are
attached).

11. Is the ARRC currently considering any leases in
addition to those identified or those to which ARRC is
currently a party? IfT so, describe.

Response: There are presently five requests before the
Real Estate Department to lease ARRC property. Three of these
requests pertain to land located in the Fairbanks Terminal
Reserve, each parcel approximately 5 acres 1in size. The fourth
request to lease has been made by the Municipality of Anchorage
for a tract ranging from 61.4 acres to as much as 120 acres in
size located south of the mouth of Ship Creek. The fifth
relates to acreage at the head of Passage Canal in Whittier.

12. Is the ARRC considering any development, sale or
disposal of rail 1land or of any resources thereon? If so,
describe.

Response: Presently, the only such activity being
considered 1is the potential land trade with the Municipality of
Anchorage for the Government Hill bluff area. There 1is a

remote possibility that the Municipality of Anchorage may also
be interested in the 12 acres of land underlying the Panoramic
View Apartments also located on Government Hill.



13. What is the current status of the previously
contemplated development of the bluff surrounding Government
Hill, referred to by the residents as the Government Hill
Greenbelt or West Bluff?

Response: In accordance with the ARRC Board of Directors*
wishes expressed at 1its September 1986 monthly meeting, there
is no development presently contemplated as to the bluff lands
adjacent to the Government Hill area of Anchorage.

14. Describe any negotiations the ARRC 1is conducting with
the Municipality of Anchorage regarding the above described
development and any potential resolutions.

Response: There are no on-going negotiations between the
Municipality and ARRC, although both parties have expressed
interest in the concept of an exchange of Jlands which would
permit the Municipality to administer the site as a greenbelt

or park.

15. Is the ARRC currently negotiating or has the ARRC been
requested to negotiate with any Jlocal governments regarding
lease, transfer of interest, sale or other disposition of rail
land? IT so, please describe the local governments involved
and 1issues raised in such negotiations or requests.

Response: The ARRC has worked with all of itshost local
governments in the past regarding wuses of railroad land. For
example, the City of Whittier requested a lease for a camper
park Jlocated on railroad land. A lease was offered to the City
but was never executed because funding for the project
evaporated. A lease was finalized with the City of Seward for
property underlying the new U.S. Coast Guard Shore Support
Facility. At the request of the Tri-Valley community located
in the Healy area, a long-term lease for a cemetery site was
granted. The ARRC is presentlyfinalizing a lease with the
City of Palmer for expanded use of the old depot and
beautification of the right-of-way through town. Negotiations
are proceeding with the City of Nenana over the issue of
periodic fair market rental value adjustments under its
existing lease.

ARRC has also worked with local governments vregarding
historic sites. The City of Talkeetna and ARRC cooperated in
the 1leasing of the German Bachelor > Cabin, although the lease
was executed by ARRC and the Talkeetna Historical Society. The
ARRC also worked with the state Department of Natural Resources
in Jleasing property currently occupied by the Potter Section
House south of Anchorage.



Finally, th® ARRC has worked with the Municipality of
Anchorage to achieve the development and construction of a
portion of the Coastal Trail along and within the railroad
right-of-way adjacent to Knik Arm in Anchorage. Negotiations
are still underway regarding some aspects of this use. The
Municipality of Anchorage has also initiated discussions with
ARRC concerning 1its desire to assume a lease presently held by
Anchorage Dredge and Dock. The Municipality plans aShip Creek
Landing development at the site, and has proposed that ARRC
grant it a new lease for the property.

ARRC is involved in negotiations with several Native
corporations regarding land entitlements under the Alaska
Native Claims Settlement Act and the Alaska Railroad Transfer
Act. Settlement of one of these matters was recently reached
with Eklutna, Inc.

16. Describe the procedures the ARRC follows when a local
government requests communication with the ARRC regarding rail
land located within local government boundaries.

Response: When a Jlocal government communicates with ARRC
for leasing purposes, the corporation responds either in
writing or in person, at times by telephone. Responses may
come from either the President and CEO or the Director of Real
Estate. Communications regarding other activities on rail
lands, either existing or proposed, such as road crossings or
utility easements, are customarily assessed first by the
appropriate technical department Ce.g., Engineering,
Telecommunications). The final permitting document 1is executed
by the Real Estate Director.

17. Describe all natural resources, including without
.limitation, sand, gravel, oil, gas, timber and minerals on rail
land, and any existing or planned 1inventory of those natural
resources.

Response: No inventory has vyet been taken, nor is one
presently planned. Rail"-oad ".ands do <contain sand, gravel,
timber, and coal reserves.

18. Describe all disposals of interest in, development of,
or lease of any of the resources identified 1in response to the
above question.

Response: The only agreement relating to disposal of such
resources to date has been an entry permit granted to the
Usibelli Coal Mine Company for exploratory analysis upon
railroad properties located in the Healy area.

19. Describe all changes in the levels of freight and
passenger service which have been implemented since the
transfer from the federal government.



Response:

Changes in freight service since the transfer from the federal
government:

a) ARRC has added daily scheduled overnight freight
service between Anchorage and Fairbanks which 1is particularly
important for shipments of petrolc .m proc cts, trailers on flat
cars, and general commodities.

b) ARRC has added unit trains for export coal service
between Healy and Seward.

Changes in 1level of passenger services since transfer from the
federal government:

a) ARRC found that ridership between Anchorage and
Fairbanks in the winter was primarily from persons needing
access to their homes and cabins between Anchorage and
Hurricane. C sequently, ARRC increased the number of trips
through the nc."th local area (Anchorage to Hurricane) fronm
eight per month during the 1984/85 winter to fourteen per month
during the winter of 1986/87. With this increase in local
service, ARRC found that a reduction 1in number of winter trips
each month to Fairbanks from four to two served customers*

needs.

b) The northline trains were split into an express and a
local train during the summer season. This increased the
number of trains on the north line from fourteen to twenty per

week from 1984 to 1986.

c) The Budd car, a self-propelled rail diesel passenger
coach (RDC), is used on the north 1local trains instead of ful
service trains.

d) The number of shuttles between Portage and Whittier
increased from twenty-five per week during the summer of 1984
to thirty-four per week during the summer of 1986.

e) During the winter, the number of Portage/Whittier
shuttles increased from six to eight per week from 1984/85 to
1986/87 with the addition of the Saturday Budd service.

) Buses instead of passenger rail cars are used on the
Whittier Shuttle and between Anchcrage and Portage. This
enables ARRC to provide faster service with direct pick-up and
drop-off at many Whittier locations. This change was partially
due to the retirement of an antiquated passenger train set. At
Portage, the buses are driven onto flat cars for the rail trip
to Whittier. There, the busesdisembark and make various stops

in the community.
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9) Anchorage to Seward service was provided by Budd
one day a week during the summer of 1986 versus none in 1984.

20. Describe all currently proposed or planned changes in

the levels of freight and passenger service which have been
implemented since the transfer from the federal government.

Response:
Proposed changes in the level of freight service:
There are no proposed changes in the level of freight

service at this time. ARRC plans to change 1its service level
as and when needed to serve its customers and meet market

demand.

Proposed changes in passenger services:

a) ARRC plans to purchase a new passenger train to arrive
in 1988 which will increasethe available seats in the summer
season. The retirement of an antiquated train set may result

in additional "sold-out"™ days during the 1987 summer season.

b) Seven more private rail passenger cars will arrive 1in
1987. This will add four hundred and twenty more available
seats per day in the summer of 1987, between Anchorage and

Fairbanks.

c)The number of Portage/Whittier shuttles increased fronm
25 per week during the summer of 1984 ,to 34 in 1986, and will
probably increase to 42 in 1987.

d) IT the Whittier citizens andother shuttle customers
desire, the ARRC may replace two full train shuttles per week
during the 1986/87 winter with four Budd car shuttles per week
during the winter of 1987/88.

e) The Seward summer service will increase to three Budd
car roundtrips per week in 1987 from one in 1986 and none in
1984 .

) ARRC may add one roundtrip per week to Seward during
the 1987/88 winter.

21. Describe the procedures which the ARRC follows and the
factors considered when it evaluates the need to change levels
of freight or passenger service.

Response: Management reviews ARRC"s costs, competitive
factorsf market demands, and customer and community needs
before making a change in level of either freight or passenger

car



service. In some cases, ARRC management has attempted to
elicit community 1input through public hearings.

22. Describe all changes in the rates charged by the
railroad for hauling freight since the transfer from the

federal government.

Response: ARRC has used ~contract rate agreements and
exempt rate quotations 1in an effort to take better advantage of
opportunities under deregulation as well as to respond to
competitive pressures. As a result, individual rates have
varied upward and downward. There have been no
across-the-board changes in tariff rates. With regard to

specific rate amounts that are not set forth in ARRC % tariff,
please see answer to Question No. 29.

23. Describe all currently proposed or planned changes in
the rates charged for hauling freight since the transfer from
the federal government.

Response: ARRC plans to restructure 1its exempt rate quotes
for intermodal traffic to simplify that segment of ARRC"s
business. ARRC plans to restructure exempt vrate quotes for
other segments in the future for the same rear.ons. Otherwise,
ARRC does not have any present plans to change 1its rates other
than to change them when necessary to meet competition and
improve profitability.

24 . Has the Board 1invoked an executive session to discuss
the policy aspects (as opposed to the financial details) of
acquisition or disposal of any interest in land? If so, please
state when, describe the land affected, and the action
discussed.

Response: No, the Board has not invoked an executive
session to discuss the policy aspects of any land acquisition
or disposal.

25. Why does the Board believe it 1is necessary to invoke
executive session to discuss the policy aspects of acquisition
or disposal of an interest in land?

Response: It would be necessary to 1invoke an executive
session for discussion of land acquisition and disposal when
the financial details of proposed transactions would have a
significant chilling effect on the marketability or viability
of the proposal. Depending upon the financial, operational, or
legal aspects of a transaction, early public disclosure may
discourage interest by responsible developers, afford real
estate competitors an opportunity to frustrate ARRC plans,
and/or increase o1 decrease market values to ARRC"s detriment.
Please note that no Board action can take place 1in executive
session.
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26. Describe each instance since February 1985 in which

the Board  has invoked an executive session to discuss the
subjects described in A.S. 42.40.170(b) (7).

Response: Those instances included the following Board
meetings:
February 15, 1985 - Board Mtg. - Tariff Increase
November 21, 1985 - Board Mtg. - Corporation Marketing Plan
Costing Procedures
December 19, 1985 - Board Mtg. - Corporation Marketing Plan
February 20, 1986 - Board Mtg. - Marketing Update
April 17-18, 1986 - Board Mtg. - Marketing and Financial
Projections
May 21, 1986 - Board Mtg. - Marketing Update

Such information was also discussed in executive session as
part and parcel of litigation reports. For example, a state
case, City of Valdez v. ARRC.unsuccessfully sought protected
pipe rate costing information, and an ICC boxcar exemption
proceeding was an unsuccessful effort by watercarriers to deny
ARRC  the benefit of ICC deregulation of railroad boxcar
movements.

27. Describe those specific categories of documents which
the ARRC does not make public.

Response: ARRC does not specifically designate by type
those documents that are open for public 1inspection and those
that are not. Rather, when a particular request for

information is received, ARRC first determines the nature of
the request and then provides the information 1if it is not
within the scope of those matters set forth in AS 42.40.210(b)
and Board Rule No. 4.

ARRC"s Board of Directors has adopted Rule 4, a copy of
which 1is attached as an exhibit, which elaborates upon matters
not available for public inspection.

28. Describe those specific categories of documents which
the ARRC does make public.

Response: See response to Question No. 27.

29. Describe the specific types of documents which ARRC
withholds from the public as being "proprietary information"
associated with specific shippers consistent with the standards
and practices of the ICC.

Response: The types of documents which Tfall into the
category relating to proprietary information, divisions and
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contract rate agreements would include cost studies, cost data,
contract vrate agreements, exempt rate quotations, divisions
sheets, bills of lading, waybills, any documents relating to a
shipper ™ business, and any notes or correspondence relating to

any of th* above.

30. Describe the specific types of documents which ARRC
withholds from the public as being "proprietary information”
associated with divisions consistent with the standards and
practices of the ICC.

Response: See response to Question No. 29.

31. Describe the specific types of documents which ARRC
withholds from the public as being "proprietary information"
associated with <contract vrate agreements consistent with the
standards and practices of the ICC.

Response: See response to Question No. 29.

32. Other than the specific types of documents described,
describe other specific types of documents which the ARRC
withholds from the public as "proprietary information"
consistent with the standards and practices of the ICC.

Response: See response to Question No. 29.

33. List each rule pursuant to which the ARRC has
designated documents as privileged or proprietary under A.S.
42.40.220 or otherwise, and describe the types of documents and
information withheld from the public pursuant to each rule.

Response: See response to Question No. 27.

34. Describe the vrationale of the ARRC in refusing to
provide the Transportation Committee with documents requested
by that committee in 1985 and 1986.

Response: It 1is our recollection that the information
requested was operating <costs for movement of freight via
trailers on flat cars. Railroads in the United States have not
been required by law to divulge costs. Such information has
always Deen considered proprietary, and confidentiality has
been protected. Clearly, such rules promote <competition by
allowing railroads the same business advantages and marketing
mechanisms enjoyed by other transportation modes. In those

instances where it was necessary for the |Interstate Commerce
Commission to have the costs in order to arrive at a
conclusion, the cost data was submitted to the Commission on a
confidentiai basis, was not divulged to the complainant or to
the public, and did not appear in any printed report. Federal
and state laws provide ARRC the same rights and benefits to
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protect confidential 1information. This enables the company to
price and contract 1its services on a businesslike basis and to
respond quickly to market conditions.

35. Describe the documents and categories of information
the ARRC refused to give to the Transportation Committee.

Response: Although we are not certain at this date what
documents were refused, they were most probably those which
would divulge confidential <contract rates or operating costs,
and which could be attributed to any fieight service segment.

Categories of information which must remain confidential:

- contract rates

- operating costs for specific freight moves

- any information which would identify shipments concerning
one shipper or consignee

36. Describe all procedures and practices by which the
ARRC attempts to minimize the adverse effect of the operation
of the railroad on wildlife.

Response: In cooperation with the Alaska Department of
Fish and Game ("ADF&G"), the ARRC has experimented with
numerous methods to minimize the adverse effects of its
operations on wildlife, specifically big game. Historically,
moose are the game population most affected by the railroad,
primarily in years of deep snow (3 to 5 feet) for 1long periods

of time. Unfortunately, many of the experiments have failed to
demonstrate a vreliable way to discourage moose usage of the
plowed track (see response to Question No. 39 below).
Presently, the effort is concentrated on plowing the
right-of-way as wide as possible, and a combination of Ilights,
horns and bells to frighten them away from *he track. Where

possible, the train engineers slow down to reduce the chance of
a strike.

ARRC is again cooperating with ADFEG in its ongoing study

of the moose mortality along the tracks. For example,
arrangements are being made for game biologists to accompany a
locomotive on several trips north this season. The corporation

has also engaged a private consultant to develop electronic
equipment to frighten the moose and drive them away from the
track. Research and equipment design under that contract are
scheduled for completion within the current winter season, with
construction and installation of equipment to follow defending
on the results of research.

37. Describe all actions taken by the £RRC if a train hits

& moose, including names of people to whom tho information is
reported, reports made, and attempts to salvage meat.
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Response: The ARRC has, at least since the early 1980°s,
cooperated with the ADF&G and Ffish and wildlife enforcement
officers of the Department of Public Safety ("DPS") to ensure
the retrieval and salvage of moose hit by trains.Since 1983,
this process has been refined andcarried cn under an 1informal
understanding by which vrailroad crews 1immediately reported a
strike to the train dispatcher, who called the appropriate fish

and wildlife number for the game management unit involved. If
the moose was salvageable (that is, sufficiently intact after
the collision), the railroad section crew was under
instructions to transport the <carcass to the nearest public
road crossing, where DPS had notified thenext eligible charity
to pick it up. Theprocess was completed within 20 hours after
the collision and in most cases (when the section crew could be
immediately contacted), within only a few hours. ADF~G game
biologists have assured ARRC that game retrievalwithin this
time frame 1is sufficient, so long as the air temperatures

as cold as 1is generally the case during the period when moose
strikes occur.

The train which strikes a moose 1is required to stop and
make an inspection unless it 1is clear that the animal 1is free

of the track and presents no danger to train movement. The
crew tvaluates the condition of the animal (i.e. 1is it alive
and crippled? is it salvageable if already dead?) and
immediately notifies the Dispatcher by radio. The local
section crew 1is then notified of the necessity to either
dispatch a crippled moose and/or salvage the ~carcass. The
carcass is field dressed, with the ARRC providing necessary
equipment for this purpose, and delivered to <crossings as

discussed below.

This procedure was formalized for the current season with
an addition to the ARRC"s Timetable No. 120, a set of operating
rules wutilized by all operations personnel. A copy of the
procedure is attached as an exhibit. It generally restates the
process which had been previously developed by ARRC and DPS
officers and includes the specific telephone numbers used by
the Dispatcher to notify DPS. In addition, for the Gold Creek
area where DPS has not 1in the past maintained a charity list
(due to the area"s 1isolation from the public road system), the
ARRC has worked with DPS to distribute sign up sheets among
area residents and return those sheets to DPS to compile a list
of eligible recipients. In these areas, the ARRC crew
retrieving a moose is authorized by DPS to transport the
carcass to a convenient spot along the track for access by the
next eligible recipient. The section crew members, residents
of the area themselves, are well aware of the best locations
for such pick-up.

Such salvage activities cost ARRC money and divert
employees from other necessary duties. For example, in
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calendar year 1986 (a year of |light snowfall), approximately
200 man-hours were expended, for an estimated $5,000 in

additional Jlabor costs.

38. How many moose were hit by trains in each calendar
year from 1980 through 19867

Response: Rather than wusing figures for calendar years,
the following statistics encompass the winter season of the
indicated year, which is when most moose strikes occur.

Figures for the years before 1984 were compiled by the ADFE£G.

1979-80 - 54

1980-81 - 24

1981-82 - 50

1982-83 - 144

1983-84 - 63

1984-85 - 384

1985-86 - 37

1986-87 (to 2/6/87) - 91

39. Describe all other procedures of vihich the ARRC is

aware which would additionally minimize the risk of hitting
moose and state why the ARRC has not implemented such

procedures.

Response: The ARRC 1is not aware of any other procedures it
could employ which would fulfill thecriteria addressedin this
question. There have been other suggestions but in our
experience they haveproven unfeasible. Among the Tfailed
experiments are sonic whistles, which didnot sound when the
trains moved at slow speeds and froze when it was very cold;
slowing the train, which raised havoc with schedules, made it
impossible to climb certain grades on the 1icy track, and lead

to many more crippled animals; and decking between ties on
bridges SO0 that moose can safely cross, which caused
federally-required speed sensors on the train wheels to work
improperly. Other, even less feasible ideas have been
considered and rejected, such as installing a "bumper™ on the
front of Jlocomotives. Operating the train only 1in daylight

hours is equally impractical, since the problem arises in
winter when those hours are too short to allow the shipping
business of the railroad to survive. In addition, to meet
shippers” arrival time requirements, night operations are
essential.

Another suggestion, which does not appear feasible and has
thus not been 1implemented by ADF~AG and the ARRC, 1is a special
"hunting season" to thin moose 1in the area when heavy snowfall

occurs. This concept would be difficult to administer and has
been soundly <criticized by ADF~AG personnel. See Dickerson,
J.C. 8 Kramer, R.J., "When Moose and Train Meet: Avoiding
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Collisions on the Alaska Railroad,"” Alaska Fish & Game

(Sep.-0Oct. 1986). A copy of this article 1is attached as an
exhibit.

40. Describe all pesticides wused by the ARRC, and the
areas in which such pesticides are applied. Describe any
complaints the ARRC has received regarding the use of

pesticides, anddescribe the procedures the ARRC has or intends
to implement to discuss such complaints in public.

Response: Beginning in the 1950"s, the federal Alaska
Railroad <conducted a herbicide program to control vegetation
along the railroad right-of-way. Vegetation maintenance is
periodically required to ensure safe railroad operations. The
state-owned ARRC has not appliedany such chemicals since it
took over operation of the railroad in 1985. It applied to the
state Department of Environmental Conservation in 1985 for a
permit to apply a herbicide known as hexazinone or the

right-of-way. After public hearings, a working draft of ARRC®s
proposed Vegetation Maintenance Management Program study was

distributed to interested parties for comment. To allow
sufficient time for public and agency input, ARRC withdrew 1its
application for spraying in 1985. No application was filed for

the 1986 spraying season and thus the right-of-way has not been
treated for some time.

Because ofthe likelihood of harm to its roadbed
(vegetation allows water to seep in among ballast and gravels,
weakening support of ties and rails) and the encroachment of
brush along the right of way which blocks train crews"™ view
(particularly to see dangers in time to avoid collisions), ARRC
expects to Tfiie an application for a permit to apply hexazinone
in the coming summer. All the comments received on the draft
study will be used 1in the preparation of the permit application.

Hexazinone 1is Jlow 1in toxicity to mammals, Tfish, birds, and
invertebrates and has been fully tested to EPA standards. The
permitting process will, of <course, comply with the public
notice and opportunity to comment required by state law and DEC
regulations. See AS 42.40.440. ARRC has received complaints
regarding the proposed use of any herbicide, including
hexazinone, Tfrom a group of Talkeetna area residents in the
past and expects they, as well as any others, will again have
an opportunity to express their concerns on the matter in the
public notice process.

41. Describe any action the ARRC has undertaken to
determine alternate methods of vegetation control other than
pesticides actions undertaken 1in the past.

Response: The working draft referred to in the response to
Question No. 40 was commissioned from the Corps of Engineers
and 1included an assessment of alternative methods rr vegetation



control. The study concluded that the available alternatives,
which included general expansion of roadbed maintenance, manual
labor, and mechanical <control, among others, were either cost
prohibitive or not feasible to completely eliminate the need
for herbicide application. ARRC does mechanically remove
vegetation outside the ballast section of the roadbed.

42 . Describe the current situation in Moose Pass.

Response: The current situation in Crown Point has
remained largely unchanged during the fall and winter of 1986.
Exhaustive environmental monitoring 1in additionto work already
performed by ARRC has been ongoing by State of Alaska
contractors. Currently Dames £ Moore, a contractor working on
behalf of the state, 1is completing work on a study to determine
what chemical residues may still vremain in the Crown Point
impact area. The final report 1is due on March 2, 1987.

Despite study results which indicate that suspect chemicals
are not present in homes or appear at or belov; ordinary
household levels, complaints persist by some residents that the
March 2, 1986 tank car release has a continuing detrimental
effect on their health. Many other residents have returned to
their "pre-release” lifestyles, and appear not to be 1impacted
whatsoever. In an effort to determine the health and property
issues, and to assist those who remain displaced, the
defendants in a lawsuit brought by some 50 Crown Point
residents have brought in experts to assist in the monitoring
of ongoing problems. In addition, some claims have settled.

43. How many residents are still not living in their homes
as a result of the incident at Moose Pass?

Response: It is difficult to determine precisely the
number of residents that are currently out of their homes
because of the gas release. Most residents of the area
returned to their homes immediately after the incident. In the
following months, some individuals moved back in the area on
their own volition. Others have reaccommodated themselves in
the area in new or renovated living quarters. Approximately 45

people remain out of their homes at the present time, which
makes up approximately 18 families.

44 . How much money has the State of Alaska paid to attempt
to rectify the adverse effects at Moose Pass?

Response: In December 1986, the State of Alaska estimated
that expenditures were in the neighborhood of $650,000.00.
Estimates of the overall expenditure for the state by the time
it ceases making payments exceed $850,000.00.

45. How much money has the ARRC paid to attempt to rectify
the adverse effects at Moose Pass?
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Response: Approximately $650,000.00 was 1initially spent in
assisting Crown Point residents immediately after the release,
and in clean up and environmental monitoring. Ongoing expenses
are accruing as claims are settled, and costs are incurred for
professional and outside services.

46. Describe the procedures the ARRC has implemented to
prevent a recurrence of the type of 1incident that occurred at

Moose Pass?

Response; New steam track heating procedures have been
implemented which are intended to greatly reduce any risk of
human error 1in the heating of tank car commodities. It must be
noted, however, that the March 1986 release was not simply a
case of the overheating of a tank <car commodity. Once the
error had been realized, railroad personnel properly contacted
the consignee and shipper and explained the situation. The
shipper > disastrous advice was that the product was probably
not harmed and the car could besafely moved to its
designation, where its load would cool. After the event, ARRC
soon learned that the exothermic chemical reaction which
resulted could have been easily avoided by cooling the shipment
by running cold water through thecar”'s steam coils.
Procedures will also insure that accurate and reliable
information concerning heating 1is received from shippers and/or
manufacturers. Finally, UF-85, the commodity in the March tank
car, 1is now heated by the consignee at the delivery point when
necessary to offload it into tanker trucks. Rather than
heating the entire load at once, the consignee heats the
material as it enters the exit hoses.Temperatures are also
well within safety ranges.

47 . What is the policy of the ARRC with regard to hiring
Alaskan residents?

Response: The ARRC was one of the first businesses in
Alaska to join the Governor®s Council on Alaskan Hire. ARRC
recruits almost exr. ively with Alaska Job Service offices
throughout the state. The only positions which are advertised
outside Alaska are those positions for which a highly qualified
candidate cannot vreasonably be expected to be found in the
state or positions in our Seattle office.

Attached is Board Resolution No. 85-5: Relating to the
policy of Hiring Alaska Residents.

48. What is the policy of the ARRC with regard to
purchasing Alaskan goods and services?

Response: ARRC"s Procedure 33 - 2.01, adopted at the July
18, 1985 ARRC Board Meeting states:
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3.5 Female, Minority, and Alaskan Vendors. It
is the policy of the ARRC to encourage meaningful
participation of female, minority, and Alaskan
owned vendor sources to provide useful and
acceptable quality services or materials at
competitive prices. Procurement personnel are
responsible for making practical efforts to
locate and solicit minority vendor bids for
products or services. The Manager of Procurement
is responsible for the effective implementation
of this guideline in ARRC procurement activities.

This policy was subject to public review and input prior to

adoption by the Board of Directors. A public hearing was
conducted June 21, 1985 at ARRC Headquarters which was attended
by approximately thirty local vendors. Their input was

considered in the procedure subsequently presented to the Board
on July 18, 1985, at which time public comment was allowed by
the Board and considered prior to adoption. This procedure
follows the legislature®s mandate 1in ARCA "that the procurement
procedures of the corporation meet accepted railroad 1industry
standards.” AS 42.40.100(8).

49. Who 1is the individual 1in charge of implementing the
policies described above?

Response: The Manager, Procurement or his or her
equivalent.

50. What percentage of ARRC employees are Alaskan
residents?

Response: As of February 6, 1987, 98% of ARRC employees
are Alaskan residents (some employees are located in Seattle).

51. What percentage of the goods and services (other than
services vrendered by employees) purchased by the ARRC are of
Alaskan origin, production or manufacture?

Response: ARRC purchase*, approximately $8,000,000.00 in
goods during 1986. 0f this figure $4,000,000.00 represents
locomotive and other fuels which are all of Alaska origin,
production and manufacture. All office supplies, lumber and

other building materials are purchased on the local market.
Whether these are of Alaskan origin, production or manufacture
is not known, except with vrespect to wooden railroad ties.
During 1985-86, the ARRC purchased approximately 35,000
hardwood ties from Wrangell Forest Products Ltd. 1in southeast
Alaska for 1its summer maintenance programs. Goods which are
peculiar to the ARRC, such as Jlocomotive parts, passenger car
parts, and the 1like, are not obtainable on the 1local market and
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roust be purchased from vendors outside Alaska. Additionally,
the majority of such parts must be obtained from the original
manufacturer to maintain warranties.

Services purchased by ARRC include -engineering expertise,
legal counsel, risk management services, adjusters, printing
and binding services, employee counseling services and medical
referral services. To the greatest extent possible and
available, these services are obtained through competitive
procurement practices. In most cases these services are
obtained from the 1local market.

52. Provide a copy of the 1985 budgetof the ARRC.

Response: Attached (1985 Budget Prepared by Federal
Railroad).

53. Provide a copy of the 1986 budget of the ARRC.

Response: Attached.

54. Provide a copy of the proposed 1987 budget of the ARRC.

Response: Attached.

55. To the extent it is not clearly reflected in the above
budgets, state the percentage of total budget and dollar amount
for each year 1identified above expended on or allocated to:

--administration of the ARRC
--travel expenses for executive level employees

--salary levels for each executive level employee
--fringe benefits for executive level employees

Response:
Percentage
1985 1986 1987
21.9 20.5 19.2 administration of the ARRC
0.5 0.8 0.5 travel expenses (total management)
11.9 11.8 salary of non-represented employees
Thousands of Dollars

1985 1986 1987

13,209 11,909 10,826 administration of the ARRC
322 450 300 travel expenses (total management)
6,919 6,668 salary of non-represented employees

Above percentages are approximate.
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Salary Levels*:

Range Number of Position
Positions
$125,000 1 President/CEO
$70,000-92,000 16 Vice Presidents and
Department Managers
(3 levels)
$58,000-64,000 40 Mid Level Managers
(3 levels)
$22,000-53,000 56 First Level Managers
and Professional
Staff
* Information only for February 1987; prior years have not yet
been conpiled. Please advise if this 1is needed.
56. What was the final net profit or loss of the ARRC in
1985, 1986, and projected for 19872
Response:
Thousands of Dollars
1985 1986 1987
7,133 (1,500) 354
Estimated Estimated
Loss Income
57. What percentage of the ARRC"s income for calendar

years 1985 and 1986 was derived from passenger and freight
operations, and how much from rail lands?

Response:
Percentage
Income Revenue Income Revenue
1985 1985 1986 1986
42 .6 93.6 91.9 (440.0) - Passenger and Freight
57.4 6.4 9.1 340.0 - Real Estate
100.0 100.0 100.0 100.0 - Total Percent



58. What was the actual dollar effect of the reduction of
inventory (as described 1in the Performance Audit dated July 28,
1986) undertaken by the ARRC 1in 1985 and 1in 1986 on the figures
identified in response to the above question?

Response:
Balance (Millions of Dollars)
1-06-85 12-31-85 6-30-86
7.5 4.6 4.6

*Inventory was revalued during 1985 to compensate for obsolete
items as well as remove from inventory those items of no value.

59. What dollar amount, 1including allocable overhead, was
spent during each year of operation b"r the ARRC on

--management of rail lands
--provision of passenger and freight service
--other operations (describe)

Response:
Thousands of Dollars
1985 1986
500 650 Management of rail lands (estimated)
59,601 57,242 Passenger and freight service
3702L
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CERTIFICATION

certify that, to the best of my knowledge and belief,...

.— the statements of fact contained in this report are true i d
correct

.— the reported analyses, opinions, and conclusions are limited
only by the reported assumptions and limiting conditions,
and are my personal, unbiased professional analyses,
opinions, and conclusions.

.— | have no present or prospective interest in the property
that is the subject of this report, and | have no personal
interest or bias with respect to the parties involved.

.— my compensation is not contingent on an action or event
resulting from the analyses, opinions, or conclusions in, or
the use of, this report.

.— my analyses, opinions, and conclusions were developed, and
this report has been prepared, in conformity with the
requirements of the Code of Professional Ethics and the
Standards of Professional Practice of the American Institute
of Real Estate Appraisers.

.— the use of this report is subject to the requirements of the
American Institute of Real Estate Appraisers relating to
review by its duly authorized representatives.

.— 1 am currently certified under the voluntary continuing
education program of the American Institute of Real Estate

Appraisers.
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STUDY OBIJECTIVE

The objective of this study is to estimate the current "fair
market rental rate" applicable to lands leased under the terms
and conditions of the Alaska Railroad Corporation®s newly-
drafted, Long-Term Lease Policy. The estimated rental rate (a/k/a
lease rate) is to be applied to the market value of land (fee
simple interest) to determine the annual rent payment. A copy of
the Long-Term Lease Policy is included in the addenda to this
report.

SCOPE OF INVESTIGATION
The appraiser reviewed the ARR Long-Term Lease Policy and, for
comparison purposes, secured information on land leases
throughout the State. The comparative lease data are divided into
private and public sector categories.

Private Sector Leases:

Data was gathered on over 50 land leases between private parties.

A breakdown of the leases by locale 1is: Anchorage - 46%; Juneau -
23%; Fairbanks - 17% and; other areas - 14%. When possible, the
appraiser reviewed the lease instrument but, in some cases, it

was necessary to rely on interviews of the parties and prior
"write-ups" by other appraisers. A tabular summary of the private
sector lease data is set forth later in this report. Additional
details, leases copies,etc.-, are on Tfile.

Public Sector Leases:

Various public entities have active land leasing programs and
information on same was obtained through interviews and review of
lease documents. Data sources included: State of Alaska
(Department of Natural Resources); Municipality of Anchorage;
City of Cordova; Fairbanks North Star Borough; City & Borough of
Juneau; City of Kenai and; City of Seward. A summary of pertinent
public sector lease data is contained later 1in this report.
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SUMMARY OF LAND LEASE

Private Sector Land Leases

Rent Rent
Lease As % Eff. Lease As %
No FMV Date No. FMV
A-1 10.0% 7-85 A-18 9.0%
A-2 7.0% 1-84 A-19 10,0%
A-3 9.0% 6-84 A-20 8.0%
A-4 10.0% 7-84 A-21 8.5%
A-5 10.0% 9-84 A-22 8.0%
A-6 8.0% 1-84 A-23 8.0%
A-7 7.6% 3-84 A-24 9.0%
A-8 8.0% 1-84 F-1 10.0%
A-9 5.8% 3-83 F-2 10.0%
A-10 8.4% 3-83 F-3 10.0%
A-11 10.5% 9-83 F-4 12.0%
A-12 14.0% 8-83 F-5 9.8%
A-13 9.0% 3-83 F-6 13.0%
A-14 10.0% 12-81 F-7 7.0%
A-15 13.0% 8-81 F-8 5.3%
A-16 10.0% 4-81 F-9 7.7%
A-17 12.0% 4-81 J-1 12.0%
Range of Lease Rates: 5.3%
Average: 9.5%
Median: 10.0%
Mode: 10.0%
Public Sector land leases
State of Alaska (DNR) 6.0%
Muni, of Anchorage (Port) 8.0%
City of Cordova 9.0%
Fairbanks N. Star Borough 10.0%
City & Borough of Juneau 9.0%-—--
City of Kenai 6.0%
City of Seward 8.0%
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M ARKET DATA ANALYSIS

Lease R ates:

Private sector annual ground rents tend to be set within a range
of about 5% to 14% of fair market value (FMV) as depicted on the
facing page. The mean of the sample considered in this study was
9.5% and two-thirds of the private sector leases were at 8% to
10% of FMV. Nearly all of the leases involved commercial sites.

Unlike private sector lease rates which are normally determined
through open-market negotiations, public sector rates are most
often established by appraisal. Not surprisingly, the indicated
lease rate range of 6% to 15% closely approximates that of the
private sector. This range 1is demonstrated by State Department of
Natural Resources (DNR) leases but, narrows when one considers
that the low-end rates are applicable to residential and recrea—
tion lands and the high-end rates are for 25-year fixed rent

Leases.

It should also be noted that: (1) All but one of the Port of
Anchorage leases are at 9% to 10% of FMV; (2) The most recent
lease rates for City & Borough of Juneau lands are at 10% and;
(3 The City of Kenai deliberately maintains a relatively low
lease rate of 6%.

From all indications, lease rates are not locationally-sensitive
but are fairly unifornm in rangearound the State. There is also
an apparent uniformity of rates over the past 10 or so years.

Lease Term:

The standard ARR long-term ground lease will be for 35 years
(longer periods may be negotiated). Excluding five short-term
leases (1 to 5 years), the private sector leases have an average
term of 53.71 years (including optional renewal periods), with a
median and mode of 50 years. The public sector lease terms were:

State of Alaska (DNR) 25 - 55 yrs.

Port of Anchorage 19 - 61 yrs., typ. 50 yrs
City of Cordova 20 yrs.

Fairbanks N. Star Bor. 50 yrs.

City & Bor. of Juneau 35 yrs.

City of Kenai 55 - 99 yrs.

City of Seward 30 yrs. typically

The five private short-term leases demonstrate lease rates of:
7.6% (A-1); 8.4% (A-10); 10.5% (A-11); 10% (A-14) and; 7% (F-6).
These rates are in the central data range and there is no
evidence that the term of lease has a measurable 1impact on the
selection of a lease rate.
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Rent Adjustm ent M ethod:

The standard ARR lease will provide for rent adjustments at 5-
year intervals based on appraisal of fair market rental value.
Rent revisions are to be regulated by a rent "floor" determined

by changes in the CPI (All Urban Consumers - U.S. Cities Average)
and a rent "ceiling" or "cap" established through negotiation.

Nearly one-half of the private sector long-term leases (confirmed
cases) call for rent adjustments at 5-year intervals. The others
varied with the frequency of rent adjustments ranging from
annually to as seldom as 10-year intervals. Rent floors were
typically set at prior rent amounts, although there were a few
leases specifying minimum annual 1increases of 5%. Several of the
leases have rent caps whereby maximum rent is determined by an
annual percentage increase in the previous rent. The maximum
rates of increase ranged from 4% to 15%/year with the average
being 8.74%.

Most of the private sector, 5-year adjustable leases provide for
rent revisions in line with CPl variations and a Jlesser number
call for adjustments based on reappraisals. Since land value
appreciation has usually exceeded inflation in most Alaskan
cities, it would seem reasonable for reappraisal leases to carry
lower rental rates than those of indexed leases. This is
supported by a matched pair of leases (A-2 and A-5) which are
similar except that the former 1is a reappraisal lease with a
going 1in lease rate of 7% and the latter 1is an indexed lease with
a rate of 10%. As can be expected of an imperfect market, paired
leases 0-2 (reappraisal with 12% rate) and 0-3 (indexed with 10%
rate) are contradictory.

The data are also inconsistent with respect to rent caps (see A-1I
vs. A-2, A-6 vs. 0-2 & A-5 vs. A-18) but, all other things being
equal, a lease with reasonable limits on potential rent increases
should reflect a higher going in rate than one without limitations.

All of the public sector leases surveyed call for periodic rent
adjustments based on reappraisals and this 1is predominantly done
at b5-year intervals. The newer State DNR leases do not provide
for rent adjustments during the first 23 years and, predictably,

their lease rates (9.5% to 15%) are normally higher than rates
for leases that are updated to market rent levels on a more
frequent  basis. Relatively few of the public sector leases in—
clude rent floors or caps.

Lessee Expenses:
Long-term land leases are usually structured so that lessees pay
all property expenses, 1i.e., land rent is net to the lessor. This

is true of all the public sector leases surveyed and also of over
80% of the private sector leases (confirmed cases).
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The standard ARR lease will require lessees to pay all property
expenses and, as such, fits the market norm.

Subordination, Assignment & Subleasing:

The standard ARR lease will not permit subordination of the
lessor* interest (leased fee estate) but will allow assignment
and subleasing with lessor approval. These are typical features
as over 80% of confirmed private sector leases do not provide for
subordination and 97% allow assignment and subleasing. Those
leases allowing subordination to lessee financing exhibit lease
rates ranging from 8% to 10% with an average rate of 8.6%. These
rates seem low considering the added risk normally associated
with subordination. However, it is recognized that there are
factors blended into the rates.

Public sector leases do not allow subordination of the leased fee
but usually permit assignment and subleasing with lessor consent.

Option to Purchase:

The ARR standard lease will not provide the lessee with an option

to purchase the premises and, as would be expected, this is
normally true of public sector leases. In those confirmed
instances, 75% of private sector leases do not include an option

to purchase either.

Although the sample data are inconclusive on this point, it would
seem that an option to purchase should not affect lease rates if
the price is at current market value. Other prices and unusual
purchase terms could justifiably influence rental value.

Reversion of Lessee Improvements:
About 86% of the confirmed reversion clauses in the long-term

private sector leases provide that either the improvements revert
to the lessor upon expiration of the lease or the lessor may opt

to remove same at lessee®s expense. Notably, 1in these instances,
the lease term (including renewal periods) approximates or ex-—
ceeds the economic life expectancy of the improvements. This is

also true 1in those few instances where the lessee has the option
of removing the 1improvements.

Public sector reversion clauses vary, but most frequently call
for tenant removal of improvements. Here again, lease periods are
generally scheduled to approximate anticipated improvement

economic life.

The ARR®"s standard reversion clause parallels that of the typical
private lease in that,"....Lessor may, at its option, become the
owner of all improvements located on the demised premises, or may
require lessee, at the expense of lessee, to remove, demolish, or
otherwise dispose of such improvements...."
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Assuming that: (1) ARR lease periods will be negotiated to coin-—
cide with the normal useful life of lessee improvements and; @)
Salvage value will tend to be offset by the cost of removing
improvements; then neither lessor nor lessee would benefit or
lose from retention of the improvements upon expiration of the
lease. Accordingly, lease rates would not be measurably affected
by the reversion clause.

Condemnation Clause:

Private and public sector leases typically provide for awards
based on the respective interests of the parties and, at a mini—
mum, entitle lessees to awards for their improvements. The emi—
nent domain provisions of the ARR lease are not unusual in that
they specify lessee compensation to be governed by State law.

Arbitration:

The ARR lease provides for binding arbitration of disputes
involving rent revisions, condemnation aspects and assignments of
lessee™s interest. Only37% o2 the private sector leases

(confirmed instances) allow for some form of arbitration and
public sector leases do not normally include arbitration clauses.

Arbitration is normally a less expensive method of settling
disputes than litigation and, as such, can benefit both landlord
and tenant. Unfortunately, the sample data are mixed as to the
effects of arbitration provisions (see A-2 & A-3 vs. A-6 and also
A-18 vs. 0-3). Even though there is no quantifiable market
support, it seems vreasonable that a small lease rate premium
would accrue to an arbitration clause like that of the ARR lease.
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LEASE RATE RECOMMENDATIONS

Although land leases constitute a large part of the market in

some areas of the country, their limited use in Alaska makes it
difficult to quantify differences in specific conditions and
provisions. However, in spite of market irregularity, there 1is a

relatively uniform range of lease rates around the State.

Private sector leases that are most comparable to the standard
ARR lease are as follows:

Lease No. Rate Comparability
A-6 8.0% Most similar
A-2 7.0% Very similar but no arbitration
A-3 9.0% Very similar but no arbitration
0-2 12.0% Very similar but no rent cap
0-5 10.0% Very similar but no rent cap
0-6 10.0% Very similar but no rent cap
A-1 10.0% Very similar but no rent cap or
ion
Average= 9.4%
These leases epitomize market imperfection and, interestingly,
their average rental rate is nearly the same as the average of

the total private sector sample.

Based on analysis of private and public sector leases, a fair
rental rate for ARR long-term leaseswould be at 9% to 10% or,

say, 9.5% of market value. This lease rate is considered
appropriate for all railbelt locales from Seward to Fairbanks
(locational variations in land rents would, of course, be a

function of land value).

This rate is based on the assumption that: (1) Lease periods will
be negotiated to coincide with economic lives of lessee improve—
ments; (2) Thecost of removing such improvements at the end of a
lease will be offset by their salvage value and; (3) Rent ~caps
will be negotiated to limit rent increases to 5% to 10% per year.

It 1is recognized that methods of leasehold taxation vary within
the State and those jurisdictions utilizing valuation of
"possessory interests"” tend to be more costly to lessees of tax-
exempt lands than those that rely on appraisal of "rent savings".
Nevertheless, the recommended lease rate of 9.5% is considered
appropriate regardless of taxation method since it 1is consistent
with the market norm, i.e., land rents are typically net to the
lessor with the tenant Dbeing responsible for all property
operating expenses.
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YIELD ANALYSIS

Ongoing 1inflation and land value increases over the term of most
leases result in internal rates of return (IRR) or yield rates in

excess of actual lease rates. Three possible scenarios involving
an ARR lease with a fair market rental rate of 9.5% are as
follows:

Assumptions: (1) Initial Land Value = $100,000

(2) Lease Term = 35 Years
(3 Reversion Value of Lessee Improvements = 0
EXAMPLE A EXAMPLE B EXAMPLE C
Inflation & Land Rent Cap @ +25% Rent Cap @ +50%
Apprec. @ 3%/Yr. Over Prior Amt. Over Prior Anmt.
(compounded) & Land Apprec. @ & Land Apprec. @
5%/Yr. (comp.) 10%/Yr. (comp.)
Annual Rent Annual Rent Annual Rent
1st 5 Yrs. $ 9,500 $ 9,500 $ 9,500
2nd " " 11,013 11,875 14,250
3rd " " 12,767 14,844 21,375
4th " " 14,800 18,555 32,063
5th " " 17,157 23,193 48,094
6th " " 19,890 28,992 72,141
7th " " 23,058 36,240 108,211
Land Rever.
End 35th Yr 281,386 551,602 2,810,244
YIELD = 12.01% 13.42% 17.05%

Example A is believed to be on the conservative side as annual
inflation has been closer to 4% since 1982 and is forecast at
3.7% Tfor 1986 (see chart on facing page). Example C could be more
representative of yield, or. urban lands such as those in Anchorage
where the average compound rate of appreciation for commercial
and industrial sites was 10.0% and 8.7%, respectively, over the
past ten years (per survey data published annually by our firm).

Pre-tax yields in the range of 12% to 17% for ARR leases would
certainly be in line with returns on competitive investments:

4th Qtr."85 3rd Qtr."85 2nd Qtr."85 4th Qtr."84
Real Estate

Yield 12.75-15% 12.75-15% 12.75-15% 13-15.5%
December September June December

Bond Yields

Corp.(Aaa) 10.16% 11.07% 10.94% 12.13%

Corp.(A) 11.19% 11.99% 11.98% 12.92%

Corp.(Baa) 11.58% 12._.48% 12._.40% 13.40%
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The real estate yields are on a pre-tax basis and are published
by Real Estate Research Corporation. They primarily reflect IRR
on unleveraged investments 1in prime properties such as major
office buildings, industrial and R&D facilities, and large
apartment complexes.

The bond yields are those of major corporations as reported by
Moodyls Bond Survey. Real estate capital requires greater yields
than corporate bonds due to relative risk factors.
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ANCHORAGE AREA

Lessor/Lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation

Arbitration Clause

Other

No. A-1

Sanchis/Fifth &
"F" Bldg. Corp.

41,914 s_f._/Bank-
office bldg.

9-1-85

25 years
Three (6 yrs. ea.)
$1.55/s.f. 7-85

10% EMV (est.)

@ 5 yr. intervals.
Greater of 10%
EW or CPI

Floor @ prior
rent

All

Requires lessor
consent

No
No

@ lessor"s
option

Lessee award
limited to
improvements
No.

No. A-2

Murray & Scott/
Racheff & Bright

2 acres/car wash

1-16-84

25 years

None

$.69/s. 1f. 1-84

7% EMV (stated)
11.7% step-up after
3rd yr.; 5th yr. &
every 5 yrs. there—
after by appraisal.
Limited to 50%
increase over
previous level

All

Requires lessor
consent

No
No

Removal @ lessee®s
option

Topical

No

No. A-3

Korpi/Newcore
Partnership

29,247 s.f./
office bldg.

6-7-84

75 years

None

$1.37/s.f. 6-84
9% EMV (stated)

@ 5 yr. intervals
by agreement or
appraisal.

+ 50% ceiling

on first adjust—
ment

All

Requires lessor
oonsent

No

No

@ lessor"s
option
Lessee award
limited to
improvements
No

No. A-4
Tsakres/Kakaras
30,258 s.f./Retail
bldg.

10-1-84

55 years

One (565 yrs.)
$.79/s.f. 7-84

10% m / (est.)

5% annual 1increase,

implemented @ 3 yr.
intervals.

All

Yes (without
lessor approval)

No

No

To lessor
atypical
No

No. A-5 2

Toppers Oil/North-
shore Partnership

10,000 s.f./Con—
venience store

12-1-84

25 years

Four (5 yrs. ea.,
$2.40/s.f. 9-84
10% EMV (est.)
CPl1 @ 5 yr.

intervals.

min. 5% increase
annually; cap @
8% annually.

All

Requires lessor
consent

No

No

Tbh lessor
All awards
to lessor
No



Lessor/Lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase
Reversion of

Improvements
Condemnation

Arbitration Clause
Other

Riendl/George
& Ferrara

64,825 s.f./
conmercial

7-1-84
35 years

Three (6 yrs. ea.)

$.56/s.f. 1-84
8% EMV (stated)

@ 5 yr. intervals
by agreement or
appraisal

Floor @ orig. rent
& ceiling @ +20%
ea. adjustment

All

Requires lessor
approval

No
No

Removal @

lessee™s option
Lessee award

limited to improve—
ments

Yes-cc-: :demn.

No. A-7

Von Wichman/
Kiester, et al

33,064 s.f./Med—
ical office bldg.

3-2-84
2 yrs. & 7 mos.
Long-term replace.
$1.51/s.f. 3-84
7.6% FMV (est.)

10% increase in
2nd year

All

Requires lessor
approval

No

No

All awards
to lessor
No

Method of Financing

Tsakres/Chambers,
et al

39,146 s.f./strip
mall

2-1-84

40 years
Five (10 yrs. ea.)
$1.07/s.f. 1-84

8% FMV (est.)

Calais Co./ Arctic Plaza/Cook
Saent Ltd. Inlet Natives
75,360 s.f./" 20,000 s.f./
commercial parking

3-83 3-83

55 years yr.-to-yr.

Two (10 yrs. ea.)

$1.15/s.f. 3-83 $1.26/s.f. 3-83

5.8% EMV (est.) 8.4% EMV (est.)
Level 10 yrs.;

then @ 5 yr. in—
tervals based on
8.5% of agreed value
Floor @ initial rent;
ceilings for 3 adjust,
periods = 100%, 50% &

50%. No ceiling thereafter

Nego. ea. yr.

All All but taxes
Requires lessor No

approval

No No

No No

@ lessor™s option N/A

Lessee award No clause
limited to improve—

ments

No No

Land not to be



Lessor/Lessee

Land Area/CJlse

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Alaska Sales &
Service/MacNutt

47,475 s.f./open

storage
9-1-83
1 year

None

$.63/s.f. 9-83

10.5% FMV (est.)

None

Dickerson/
Freeman

18,975 s.f./Auto
motive services

8-8-83

45 years

$2.53/s.f. 8-83
14% EMV (est.)

@ 3 yr. intervals
based on CPI-
U.S. avg.

Floor @ orig.
rent. Ceiling =
+20% prior rent

Lessee Expenses
Assign/Sublet
Subordination
Option to Purchase

Reversion of
Improvements

Condemnation

Arbitration Clause

Other

All but taxes

No

N/A

be built on

No. A-13

Bailey & Fredric
J./Bowden

75,111 s.f./office
condos.

3-30-83

75 years

$1.92/s.f. 3-83
9% EMV (est.)

@ 5 yr. intervals
alternate % in—
crease & appraisal

Floor @5%/yr. in—
crease. Ceiling @
10%/yr. increase
All

No. A-14

Hickel Investment
Co./E. Drage

Service station

12-4-81

5 years

$19,440/12-81
10% EMV (est.)
17.8% increase 2nd

yr.; + 8% ea. yr.
therafter

Requires lessor
approval

Yes
No

Removal @ lessee"s
option

Use restricted _
to filling station

No. A-15

CBS Real Estate
Co./Bond

25,000 s.f./Fast
Food Restaurant

11-15-81

45 years
Three(10 yrs.ea.)
$1.56/s.f. 8-81
13% EMV (est.)
Annual based

on CPl changes
(U.S. avg.)

All
Requires lessor
approval

No
No

@ lessor's
option

Lessee award
limited to
improvements
No



ANCHORAGE AREA

Lessor/Lessee

Land Area/Use

Lease Date
Term

Renewal Cption
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation

Arbitration Clause
ULIK2L

No. A-16

Chugach Invesb-
ments/Maropix

35,280 s.f./Fast
Food restaurant

4-29-81

45 years

Three (6 yrs. ea.)
$1.13/s.f. 4-81
10% EMV (est.)

0 5 yr. intervals
based on CPI

(all-alaska)

Ceiling 0 +15%
per year

All

Requires lessor
approval

No

After 3 yrs 0
MA1 appraisal

No. A-17

Olympic Inc./
Maropix Alaska

30,000 s.f./Fast
Food restaurant

4-1-81

45 years

Three (10 yrs. ea.)
$1.30/s.f. 4-81
12% EMV (est.)

Annually based
on CPI-AlIl AK

All

Requires lessor
approval

No. A-18

Miller, et al/
Taoo Johns of AK

13,674 s.f./Fast
Food restaurant

7-1-81

5 years

One (5 yrs.)
$.79/s.f. 7-81
9% EMV (est.)
Upon renewal;
based on CPI

change

Floor 0 original
rent

All

Requires lessor
approval

No
No

0 lessor"s
option

Lessee award
limited to
improvements
No

No, A-19

Glenn Mall Assoc./
Pizza Hut

Fast Food rest—
aurant

8-1-80

20 years

$36,000/9-79

10% EMV +4% gross
2nd 10 yrs. set O
$45tvyr. (25% in—

crease) plus 4% of
qross over $825M

All

Requires lessor
approval

No. A-20

Armstrong/Pines
Corporation

48,852 s.f./
Parking Lot

8-79

55 years
Three( yrs.ea.)
- /B-79

8% EMV (stated)
0 5 yr.
intervals by

appraisal
value

All

Yes (without
lessor consent)

Yes-w/limits

Yes 0 scheduled
prices



Lessor/Lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation

Arbitration Clause

Other

No. A-21

Gilmore/Gain
& Watkins

21,750 s.f./
apartments

6-78

55 years

None

$.47/s.f. 6-78

8.5% EMV (est.

25% 1increase begin .

year 6. Then rent
sched. @ 8.5% of
of value

Requires lessor
approval

Yes-w/cond-
itions

Yes @ scheduled
prices

Yes

Method of Financing

No. A-22

S.S. Fuller/
Walsh

87,579 s.f./mini—
storage

6-77

57 years

None

- /6-77

8% EMV (stated)
Level rent for

7 yrs. Then every

5 yrs. set @ 8%
assessed value

Yes-w/limits
No

To lessor

Yes

No. A-23

Turnagain Hold-

ing/Gittins Const.

Office Bldg.

10-75

55 years

None

- /10-75

8% EMV (stated)

@ 5 yr. intervals

based on 8%
appraised value

Yes

Yes @ EMV

Yes

No. A-24

NBA-Loussac/
5tli & D Ltd.

6,500 s.f./comm—
ercial

4-73

75 years
None

- /4-73

9% EMV (est.)

Every 5 years per
CPI

Yes

Yes @ EMV

No



Lessor/lessee

Land Area/Use

Lease Date
Term

Renewal Cation
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation
Arbitration Clause

Other

Rockstad & Briskie/
Freeman

22,707 s.f./auto—
motive

8-84

35 years

$.90/s.f. 8-84
10% emv (est.)

Annually per
CPI-Anch.

Floor @ - 5% &
ceiling @ 7.5%
of prior rent

Bentley Trust/
Linek

41,000 s.f./Fast
Food restaurant

7-84

20 years

Two (10 yrs. ea.)
$1.20/s.f. 7-84

10% EMV (est.)

Bentley Trust/
Sadoo

34,430 s.f./strip
mall

8-84

20 years

Two (10 yrs. ea.)
$1.20/s.f. 8-84

10% FMV (est.)

Sexton/Taoo
Bell

30,001 s.f./Fast
Food restaurant

1983

20 years

Three (G yrs. ea.)
$1.20/s.f. 1983

12% EMV (est.)

All but taxes

Alexander/First
Nat®"l Bank

40,000 s.f./Branch
Bank

10-82

55 years

$1.08/s.f. 10-82
9.8% EMV (est.)

CPl every
5 years

All but taxes



FAIRBANKS AREA

Lessor/Lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basi.s

Rent Adjustment

Rent Floor/Ceiling
Lessee Expenses
Assign/Sublet
Subordination
Option to Purchase

Reversion of
Improvements

Condemnation
Arbitration Clause

Other

No. F-6

Wometco & Lathrop

Co./Wendy"s

25,000 s.f./Fast
Food restaurant

10-82

30 years

$1.44/s.f. 10-82

13% EMV (est.)

All but taxes

No. F-7

North Star Term-
minal/ARCD

20 acres/Open
storage

1983

5 years

None

$3,000/ac. 1983

7% EMV (est.)

Successive annual

increases of 20%,
17%, 14%, & 25%.

All but taxes

N/A

Land not to
be built on

No. F-8

New State Lands/
Northland Hub

5.5 acres/Discount

Grocery store
2-78

50 years

None

$.21/s.f. 2-78
5.3% EMV (est.)*
Up 56% 2nd yr.;

+7.7% 4th yr.;
then CPI.

All

Yes @ scheduled
prices

*8.1% FMV
2nd year

No. F-9

Frontier Invest—
ors/Fred Meyer

4.25 acres/retail
store

1978

30 years

Five (6 yrs. ea.)
$.54/s.f. 1978

7.7% EMV (est.)

Sublease



JUNEAU AREA

Lessor/lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation
Arbitration Clause

Other

No. J-1

Fred Meyer/
Wendy/s

28,000 s.f./Fast
Food restaurant

1-86

25 years

Three (5 yrs. ea.)
$1.80/s.f. 1-86
12% EMV (est.)
Fixed 5 yrs. +25%
2nd 5 yrs. +20% @

5 yr. intervals +
2 1/2% gross

No. J-2
Smith/Freeman
34,426 s.f./auto—
motive svcs.
11-12-85

35 years

$1.20/s.f. 11-85
10% EMV (est.)
Annually per

CP1 increase

Ceiling @ 5%/yr.

All

Requires lessor
approval

No
No

To lessor

Typical

No

No. J-3

Fluke, et al/
Taco Bell

44,867 s.f./Fast
Food restaurant

12-84

35 years

Three (6 yrs. ea.)
$1.08/s.f. 12-84
9% EMV (est.)

Annually by
CPI

No. J-4

Valley Centre Dev.

Co./Howard, et al

3.6/ac./Shop—
ping mall

9-1-83

55 vears

One (10 yrs.)
$.96/s.f. 5-84
10% EMV (est.)

Annually by
CPI-Seattle

All

Requires lessor
approval

No

No

To lessor

Award allocated
according to law

No

Hamburger rest—
aurant prohibited

No. J-5
Valley Centre
Dev. Co./Juneau
Motel
69,454 s.f./
Motel
7-12-83
30 years
Two(10 yrs.ea.)
$.72/s.f. 7-83
9% EMV (est.)

Annually by

CPI-Seattle

All

Requires lessor
approval

No

No

To Itjsor

Award allocated
accord, to law
No



JUNEAU AREA
Lessor/Lessee
Land Area/Use

Lease Date
Term

Renewal Qption
Anneal Rent
Effective Date
Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Inprovements

Condemnation

Arbitration Clause

Other

No. J-6

Smith, et al/
Tathum

15,200 s.f./mini
storage

8-83

50 years

$.84/s_f. 8-83
10% EMV (est.)

Annually by

CPI-Seattle

All

Requires lessor
approval

No

No

To lessor

Award allocated
according to law
No

No. J-7

Valley Centre Dev.

Co./Smith, et al

3.25 ac./office
condos

9-20-82

55 years

One (10 yrs.)
$.06/s.f. 9-82
11% EMV (est.)

Every 3 yrs. by
CPI-Seattle

All

Requires lessor
approval

No. J-8

Erwin Ent./
Winton, et al

40,426 s.f./
commercial

11-1-82

50 years

$.52/s.f. 11-82
8% EMV (est.)

@ 5 yr. intervals
CPI-Anch.

Floor @

orig. rent

All but land tax

Requires lessor
approval

No
No

To lessor

Yes

No. J-9

Erwin Ent./
Fed Alaska

7,150 s.f./
Branch Bank

1-79

40 years

$2.49/s.f. 1-79
11% EMV (est.)

@ 5 yr. intervals
CPI-Anch.

Floor @

orig. rent

All but land tax

Requires lessor
approval

No
No

To lessor

Yes

No. J-10
Valley Centre
Dev. Co./Ahlgren,
et al.

19,412 s.f./con—
venience store

10-1-78

15 years

One (10 yrs.)
$.30/s.f. 10-78
10% EMV (est.)

02 yr.
intervals, +6%

All

Requires lessor
approval

No

Yes @ scheduled
prices
N/A

Lease ends.
Award silent
No



JUNEAU AREA

Lessor/lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation
Arbitration Clause

Other

No. J- 11

Erwin Ent./
Vavalis

12,000 s.f./
commercial

9-76

40 years

$2.04/s.f. 9-76
9% EMV (est.)

@ 5 yr. intervals
CPI-Anchorage

Floor @ orig.
rent

All but land tax

Requires lessor
approval

No
No

To lessor

No

No. J-12 No.

Smith/Bros./
C.E. Loveless

12 acres/Shop-
ping center

4-24-72

55 years

Five (10 yrs. ea.)
$.08/s.f. 4-72

8% EMV (est.)

Annually per
CPI1 increase

All

Requires lessor
approval

No

Yes

No



OfflIER AREAS

Lessor/Lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation
Arbitration Clause

Other

No. O
Johnson/McLure
6.53 ac./comm—
ercial
10-20-04
55 years
One (565 yrs.)
$.27/s.f. 9-84
6.8% EMV (est.)
@ 5-yr. intervals
by CPI-Anch.
Floor @ prior
rent

All

@ lessee"s
option

Wasilia

No. 02

Withheld by
request

1.37 ac./Fish—
ing Lodge

11-84

5 years

Five (5 yrs. ea.)
$3,500/11-84

12% EMV (stated)
@ 5 yr. intervals
by appraisal
Floor @ orig.
rent

All

Requires lessor
&BIA consent

No

No

To lessor

Award according
to interests

Yes

Bristol Bay

No. 03

Withheld by
request

21 acres/conm-
ercial

4-12-83

25 years

One (25 yrs.)
$.03/s.f. 4-83
10% EMV (est.)

@ 5 yr. intervals
CPI-Anch.

Floor @

orig. rent

All

Requires BIA
approval

No

No

To lessor

Award according
to interests

Yes

Houston area

No. 04

Kanakanen/Spen-
ard Builders

5 acres/Bldg.
Supply store

3-83

30 years

Two (10 yrs. ea.)
- /3-83

8% EMV (est.)

@ 5 yr. intervals

by appraisal

Ceiling @ 10%
per year in—

crease.

Eagle River

No. 05

Cottle/Collins

/Retail
& office bldg.

10-1-83

22 1/2 years
One (25 yrs.)
$7,200/10-83

10% EMV (stated)

@ 4 yr. intervals
based on agreed
value or by
appraisal

Floor @ previous
rent level.

All

Requires lessor
approval

No
No

Lessor®s option to
retain or have re—
moved

Lessee award limit—
ed to improvements-
Yes, as to rent
dispute

Wasilla



OTHER AREAS

Lessor/Lessee

Land Area/Use

Lease Date
Term

Renewal Option
Annual Rent
Effective Date

Rent Basis

Rent Adjustment

Rent Floor/Ceiling

Lessee Expenses

Assign/Sublet

Subordination
Option to Purchase

Reversion of
Improvements

Condemnation
Arbitration Clause

Other

No. 0-6

Cottle/Persinger
/Retail

& office bldg.

4-1-81

25 years

One (25 yrs.)

$12,000/7-81

10% FMV (stated)

@ 4-yr. intervals

based on agreed

value or by

appraisal

Floor @ pre—

vious rent level

All

Requires lessor
approval

No
No
Lessor®s option

to retain or
have removed

Lessee award limited

to improvements
Yes, as to rent
dispute
Wasilia

No. 0-7

U.1.C./H.W.
Blackstock Co.

— /commercial

12-8-81

10 years

Four (10 yrs. ea.)
$4,800/12-81

10% FMV (stated)

@ end of 6 yrs.,

then @ 3 yr. intervals
agreed or appr. value

Barrow



STATE OF ALASKA LAND LEASES (Dept,

ADL#

1318

19278

32266

103832

203934

101598

410040

100835

102826
103824
74170
62472
102934

80526

General Type of Lease
Location Property Rate
Seward Tidelands 9% FMV

) Comm. Site o
Kodiak Tidelands 8% FMV
Fairbanks Rural Rec. 6% FMV
Juneau Tidelands 12% FMV
Valdez " 13% FMV
Juneau Waterfront 15% FMV
Tok Rural Ac. 10% FMV
Wrangell Tidelands 12% FMV
Ketchixan i n n
Craig i i i
Glennallen Lib. Site 13% FMV*
Fairbanks Comm. Site 9.5% FMV**
Juneau Tidelands 12% FMV

' r 15% FMV

. " 12.5% FMV

* Per appraisal. Actual

set at much lower rate.
** Reduced rate for remote

Date
Set

6-85
it

6-82

t-85

5-85

3-85
6-84
4-84
7-82

5-81

location.

Real Estate Services Company

of Natural Resources)

Rent Adjustment

5-yr. intervals
4 |
If |

Fixed 25 yrs.,
then @ 10 yr.
interv%ls

Fixed for 10 yrs

.7ixed 25 yrs.,

then @ 10 yr.
interv%ls

Fixed for 25
Il | n n

yrs

Fixed 25 yrs.,
then @ 10 yr.
intervals

rent administratively



STATE OF ALASKA LAND LEASES

Various State agencies are involved in ground leasing but, in
some cases, rents are not at market levels. For example, current
land rents at the Anchorage International Airport were adminis—
tratively-established some 15 years ago. State officials are
aware that these rents are less than could be obtained 1in an open
market atmosphere and a rent study was commissioned some time
ago. Indications are that there will be an increase 1in the near
future. However, airport officials believe it unlikely that rents
will be brought to market levels as such would hamper efforts to
promote the aviation industry.

Considered more pertinent are ground leases granted by the
Department of Natural Resources (DNR). A tabular summary of data
from several DNR leases is on the facing page.

The fjrst four examples are old leases executed in the 1960°s
wherein annual land rents are adjusted at 5-year intervals based
on reappraisals. Recent reappraisals of these and other similar
leased properties have established rents at 6% to 9% of market
value with residential and recreation land rents typically
falling in the lower end of the lease rate range. Most updated
rents for commercial and industrial ground are based on rates of
8% and 9%.

The last twelve examples are newer State leases wherein land
rents are level for the first 25 years (10 years in one <case).
Annual rent for each 10-year period thereafter 1is set at market
rent but cannot be greater than a 50% increase in the preceding
rent. As would be expected, the rate range of 9.5% to 15% set for
these leases is higher than typical rates for the 5-year
adjustable DNR leases.

Some other characteristics of the typical DNR lease are briefly
noted as follows:

Lease Period:

25 to 55 years.

Rent Adjustments:

Typically based on reappraisal wherein appraiser estimates both
current market value of land and the applicable annual rate of
return or lease rate.

Rent Floor/Ceiling:

Typically no floor. Ceiling identified in those leases adjustable
after 25 years.

Real Estate Services Company 25



Lessee Expenses:
All expenses paid by lessees (rents are net to the State).

Subordination/Assignment/Subleasing:

Subordination of leased fee to lessee financing not permitted.

Assignment and subleasing permissable with lessor appproval.
Option to Purchase:

None.

Reversion of Lessee Improvements:

Lessee to remove within 60 days or lessor may dispose of.
Condemnation:

Lessee entitled to award for lessee-owned improvements.
Arbitration:

Not typically provided for in lease.

Real Estate Services Company

26



Jjot No.
ID
2B & 3A

4A

sD-1
SF-1
6C-1
6D-1
73

8B & 8C

Lessee
TOTE
TOTE

Columbia
Cement

Sea-Land
Sea-Land
Sea-Land
Sea-Land
Texaco

Anchorage
Fueling &

Service Co.

Area
116,067
374,990

230,497

258,263
141,490
422,555
303,508
380,559

486,033

Annual

R A

PORT OF ANCHORAGE INDUSTRIAL LCTIS
LEASE DATA

December 31, 1985

Current

.675/s.T.
.600/s.f.

.450/s.F.(1)

.347/s.fT.
.525/s.T.
.405/s.f.(2)
.298/s.f. (2
.337/s.T.

.374/s.F.(3)

() Based on original unfilled condition.

(2 Includes contribution of paving.

Rent

Rentai
Rate

10%

10%

10%

9.5%

9%

9.5%

8%

10%

10%

Most Recent
Adiustment

6-17-85

7-24-85

2-1-84

12-10-80

10-1-83

10-1-81

2-1-80

2-1-82

3-5-82

(@ Average amount based on $.425/s_f. of filled land (9.1 acres)
and $.150/s.f.

01-051P

of unfilled and easement encumbered land (2.06 acres)

Lease
Date

5-1-77

8-1-75

2-1-69

8-1-70

9-30-63

10-1-65

2-1-65

7-1-64

3-5-62

19

21

30

21

10

31

31

30

10

yrs.

Term

yrs.

yrs.

yrs.

yrs.

yrs.

VIsS.

yrs.

yrs.

, plus

, plus
, plus
, plus
, plus
, plus

, plus

, 3 mos.

two 10 yr. options

4 yr., 10 yr. option
eight 5 yr. options
two 10 yr. options
two 10 yr. options

four 5 yrs. options

eight 5 yr. options



MUNICIPALITY OF ANCHORAGE LAND LEASES

Two major areas of municipal land leasing activity are the
Merrill Field Airport and the Port of Anchorage. Merrill Field
rents are administratively set to fund the operation of the
airport and the data from those leases are not of much use in
this study.

The Port of Anchorage subdivision 1is 100% leased and a tabular
summary of lease data 1is presented on the facing page. The leases
date back to the early 1960°s and, for the most part, are similar
in content. Some key characteristics are as follows:

Rental Rate:

Annual land rents are set at 8% to 10% of fair marketvalue by
agreement of the parties or by appraisal.

Lease Period:
Typically 50 years 1including renewal options.
Rent Adjustments:

Annual land rents are typically adjusted at 5-year intervals to
fair rental value by mutual agreement or independent reappraisal.

Rent Floor/Ceiling:

Leases do not provide for rent minimums or caps.

Lessee Expenses:

All expenses paid by lessee (ground rents are net to the lessor).
Subordination/Assignment/Subleasing/Purchase Option:

No subordination of leased fee to lessee financing is allowed.
Assignment and subleasing 1is permitted with lessor approval. Opt—
ion to purchase 1is not granted.

Reversion of Lessee Improvements:

Newer leases provide that lessor may consent to retain improve —
ments or may require their removal at lessee expense.

Condemnation:

Lessee entitled to award for value of lease and lessee improve —
ments.
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Arbitration:

Not provided for 1in leases but,
to the Port Commission.

lessees may appeal

Real Estate Services Company

rent

increases
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CITY OF CORDOVA LAND LEASES

The City of Cordova has about. 15 acres of industrial land under
lease. This ground is subdivided into 15,000 to 80,000 s.f.+-

lots and leased to various parties. Another 17 acres is expected
to be available for lease in 1986. A summary of lease data 1is as
follows:

Rental Rate:

Annual land rents are set at 9% of assessed value as determined
by contract assessor. This rate is stated in the leases and has
been in effect for many years.

Lease Period:

Typically 20 years with negotiable renewal options.

Rent Adjustments:

Annual land rents are adjusted at 3-year intervals based on "9%
of the wvaluation as determined by a qualified appraiser". In
practice, the stated rate is applied to the assessed land value

which 1is normally updated annually.

Rent Floor/Ceiling:

Typically none.

Lessee Expenses:

All expenses paid by lessees (rent is net to the lessor).
Subordination/Assignment/Subleasing:

No subordination of leased fee to lessee financing allowed.
Assignment and subleasing permitted with lessor®s consent.

Option to Purchase:
Typically none.
Reversion of Lessee Improvements:

Typically the lessee must remove within 90 days or lessor may
retain or remove at lessee"s expense.

Condemnation & Arbitration Clauses:

Normally not in leases.

Real Estate Services Company
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FAIRBANKS NORTH STAR BOROUGH LAND LEASE
The FNSB land leasing program is in it"s infancy although the
land base exceeds 100,000 acres. Most of the acreage 1is in remote
locations but there are 200 acres +- near Fairbanks which will be
concentrated on for disposition by leasing. At present, there are
two land leases with another two or three expected to be consum-—
mated this year. One of the existing leases is 50% below market
by assembly approval. The other lease is summarized as Tfollows:
Lessor/Lessee:
FNSB/McKee Meats, Inc.
Rental Rate:

Annual land rent was set atl0% of the appraised valueand this
rate 1is stated 1in the lease.

Lease Period:

30 years beginning 7/23/84 plus two options to renew at 10 years
each.

Rent Adjustments:

Annual land rent 1is adjusted at5-year intervals based on 10% of
appraised value. Land to bevaluedat time of reappraisal as if
it were in the same state as at the beginning of the lease ternm
excluding any 1improvements by the tenant.

Rent Floor/Ceiling:

None.

Lessee Expenses:

Rent 1is reportedly net to lessor (lease is silent on this point).
Subordination/Assignment/Subleasing:

Lease is silent on these items.

Option to Purchase:

None.

Reversion of Lessee Improvements:

Fixtures and structures shall be removed by lessee at end of
lease.
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Condemnation/Arbitration:

Not addressed

in

lease instrument.

Real Estate Services Company
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CITY & BOROUGH OF JUNEAU LAND LEASES
The City & Borough of Juneau leases out some 50 parcels of land
to various entities. The leasing program began many years ago and
lease provisions have changed over time. A summary of lease data
is as follows:
Rental Rate:

In recent years, new and revised leases reflect annual land rents
based on 9% to 12% of fair market value. Most current rates are
about 10%.

Lease Period:

Varies. Newer leases have maximum terms of 35 years.

Rent Adjustments:

Annual land rents are adjusted annually in some instances and at
3-year intervals 1in others. 1In the case of newer leases, adjusted
rents are based on the City Assessor®s recommendations as to both
the market value of the land and the applicable rate of return.
Rent Floor/Ceiling:

Not typically provided in leases.

Lessee Expenses:

All expenses usually paid by lessee (rent is net to lessor).
Subordination/Assignment/Subleasing:

Subordination of leased fee to lessee financing is not permitted.
Assignment and subleasing is usually permitted with lessor"s
approval.

Option to Purchase:

None.

Reversion of Lessee Improvements:

Typically lessee may remove or title reverts to lessor.
Condemnation:

Varies but lessee 1is normally entitled to award for 1improvements.

Arbitration:

Not typically provided for in leases.
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CITY OF KENAI LAND LEASES

The City of Kenai leases out some 110 parcels of land (mostly

city lots) to various private parties. The leasing program began
in the mid-1960"s and at present there are only 4 or 5 lots and
some undeveloped acreage that are not leased. A summary of lease

data 1is as follows:

Rental Rate:

Annual land rents are set at 6% of fair market value and this
rate, which 1is stated in the leases, has b«en in effect since the
inception of the leasing program. City officials acknowledge this
is below rates utilized in other areas, but do not anticipate any
changes in the foreseeable future. The most recent leases
incorporating the 6% rate were executed in 1985.

Lease Period:

Typically 55 to 99 years.

Rent Adjustments:

Annual land rents are adjusted at 5-year intervals based on 6% of
fair market value which 1is estimated by a "qualified independent
appraiser™. Fair market value 1is based on the condition of the

lands on the date of lease plus the value of improvements made by
the City subsequent to the date of lease.

Rent Floor/Ceiling:

City code provides that redetermined annual rent shall be limited
to a 50% increase over the prior rent until the 30th anniversary,
after which the cap provision shall no longer apply. This rent

ceiling provision acknowledges thac investors and developers need
a reasonable assurance of stability in future rents.

Lessee Expenses:
All expenses paid by lessees (rent is net to the lessor).
Subordination/Assignment/Subleasing:

No subordination of Jleased fee to lessee financing allowed.
Assignment and subleasing permitted with consent of lessor.

Option to Purchase:
None.
Reversion of Lessee T”iorovements:

Varies. Early le. " provide for removal of improvements by
lessee within 60 c or sale to succeeding lessee with lessor
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appproval. Recent leases provide that title to improvements auto—
matically vests in City upon termination.

Condemnation:

Rent

abatement and award allocated by agreement or determined by

arbitration if disputed.

Arbitration:

Not provided for in leases except in connection with condemnation

clause.
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CITY OF SEWARD LAND LEASES
The City of Seward leases out some 27 land parcelsto private
parties. These parcels are in or <close to town. Lands still
available for lease include 80 acres +- within the Seward Marine
Industrial Center and 80 acres +- at the Fourth of July Creek
industrial area. A summary of lease data is as follows:
Rental Rate:
Annual land rents are established at 8% of fair market value by
appraisal. Although not stated in the leases, this rate has been
in effect for the past 10-years and the City"s appraiser does not
expect any change 1in the near future. Most recent rents based on

this rate were set in 1985. A summary of lease data is as
follows:

Lease Period:

Typically 30 years. There are some shorter-term leases and a few
in excess of 30 years, e.g. Suneel Alaska Corporation @ 55 years.

Rent Adjustments:

Annual land rents are adjusted at 5-year intervals based on MAI
appraisal of fair market rental value exclusive of lessee"s
improvements.

Rent Floor/Ceiling:

Typically none.

Lessee Expenses:

All expenses paid by lessee (rent is net to lessor).

Subordination/Assignment/Subleasing:

No subordination of leased fee to lessee financing allowed.
Appproval of lessor required for assignment and subleasing.

Option to Purchase:
None.
Reversion of Lessee Improvements:

Lessee to remove prior to expiration of lease or title to
improvements vests in City.
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Condemnation/Arbitration:

Award to be allocated as provided by

relating to leases to be settled
Arbitration Act of Alaska.

in

law/Controversies or claims

accordance

Real Estate Services Company

with

Uniform
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ALASKA RAILROAD corporation

P.O. Box 7-2111 « Anchorage, Alaska 99510-7069

ALASKA RAILROAD CORPORATION

LONG TERM LEASE POLICY

The Alaska Railroad Corporation (referred to below as "Lessor" and "ARRC") will
adhere to the following policies and guidelines when leasing real property for terms
of five or more years. The policies and guidelines contained in this statement may
be changed from time to time when the Alaska Railroad Corporation determines a
change is appropriate.

1 PURPOSE

The purpose of this policy statement is to set forth guidelines and principles
upon which the Alaska Railroad Corporation’s standard long-term lease will
generally be based. This statement is intended to give prospective Lessees and
other interested persons information about the ARRC's policy with respect to its
land lease program. However, this statement is not intended to provide the precise
language that will appear in a lease or to substitute for or override any terms of a
lease. It is important for prospective Lessees and other persons interested in a
particular lease to carefully review the terms of the particular lease itself, because
the lease (and not this policy statement) creates the legal relationship between
Lessor and Lessee and defines the rights of each of the parties.

This policy governs new leases entered by the Alaska Railroad Corporation. Section
4 of the policy identifies circumstances under which an existing lease will be
replaced bv a new lease conforming to this policy statement.

2. PRE-LEASE MATTERS

2.01 COMMITMENTS. Long-term lease agreements require formal approval by
ARRC Management. Neither letter proposals nor lease drafts will constitute a
formal offer from Lessor. Such documents constitute nonfinal negotiating proposals
by Lessor's representative and indicate the terms and conditions the representative
is willing to recommend to Management. Lessor becomes bound only upon the
execution of the typewritten lease by ARRC.

2.02 PUBLIC NOTICE AND RECORDATION OF LEASE. This provision relates
to required public notice and public recording with respect to individual leases. It
does not govern publication or relate to Lessor's marketing or leasing policies.

(a) Published Notice. Notice will be published in a newspaper of general

circulation, serving the community where the property is located, for three (3)
consecutive days, ending fifteen (15) days prior to the effective date of the proposed
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long-term lease. The notice will only describe the parcel to be leased, the proposed
Lessee, date of proposed action, and the name, address, and telephone number of the
Alaska Railroad Corporation representative.

(b) Memorandum of Lease. Upon the execution of this Agreement,
parties agree to execute a Memorandum Short Form Lease suitable for recording
purposes.

2.03 ADMINISTRATIVE FEE. With Lessee's formal application to lease,
Lessee will include payment of an administrative fee of Two Hundred Dollars
($200.00). The fee will apply to the first month's rental if a lease is executed. If
the application is denied, the fee will be retained to defray administrative costs.
Lessor may increase the administrative fee from time to time when an increase
becomes necessary to cover costs.

2.04 PERFORMANCE OR CONSTRUCTION BONDS. At Lessor's option,
Lessee will, before commencing construction of any improvement, including but not
limited to subsurface improvements on the premises, deposit with the Lessor a bond
or certificate thereof, in a sum not less than the cost of such construction and in
form and with surety satisfactory to the Lessors, guaranteeing the completion of
such construction free and clear of all mechanics’ and materialmen's liens, together
with such information and evidence as Lessors may reasonably require to assure that
the Lessee is able to and will make all payments required by contract to be made as
and when the Lessee is required to do so. The performance assurance, if required,
may be in the form of surety, cash, assigned deposit, or irrevocable letter of credit.

both

2.03 PERMITS. All permits required by municipal, state or federal law are to

be secured by and at the expense of Lessee.

2.06 PARCEL MAPS. The Lessor does not require the recording of parcel or
subdivision maps. However, if a parcel or subdivision map is required by municipal
ordinance, it must be approved by the proper governmental body and recorded by
Lessee prior to execution of the lease or option to lease. Preparation of parcel or
subdivision maps will be the responsibility of the Lessor; however, a nonrefundable
deposit may be required of the Lessee to cover the cost of preparation.

2.07 CONDITION OF PROPERTY. Lessor will lease property "as is, with all
faults”, and without any representations or warranties by Lessor as to the
characteristics or suitability of the Premises. Prior to execution of the Lease,
Lessee will be given an opportunity to independently investigate the Premises, and
to assess:

(i) the feasibility of developing the Premises for the purposes intended by
Lessee;

(i)  the size and dimensions of the Premises;

(iti)  the availability and adequacy of water, sewage and any"utilities serving
Premises;

(iv) the presence and adequacy of infrastructure or other improvements on,

near, or affecting the Premises;



(V) the extent and condition of any grading or other site work already
performed or hereafter required for Lessee's possible development of the Premises;

(vi) any surface, soil, subsoil or other physical conditions of or affecting the
Premises, such as climate, geological, drainage, air, water or mineral conditions;

(vii) easements and reservations of record affecting the title;

(viii) the existence of governmental laws, regulations, ordinances, restrictions
or requirements concerning the use density, location or suitability of the Premises
for any existing or proposed development including such matters as zoning, building,
subdivision, environmental and other regulations;

(ix) the necessity or availability of any rezoning, zoning variances, conditional
use permits, building permits, environmental impact reports, parcel or subdivision
maps, public reports and any other governmental approval;

(x) the necessity or existence of any dedications, taxes, fees, charges, costs
or assessments that may be imposed in connection with any regulation or
authorization or the obtaining of any required Permits; and

(xi) all matters concerning the condition, use and development of the
Premises.

2.08 RELOCATION OF FACILITIES. Any necessary or desired relocation of
Lessor's facilities will be made at the sole expense of Lessee. Lessee must
communicate any request for relocation of Lessor’'s facilities tefore the lease is
entered.

2.09 STORAGE OF HAZARDOUS MATERIALS. No leases will be granted for
storage of hazardous materials (including gasoline and diesel fuel) unless Lessee first
exhibits full compliance with municipal, state, and federal environmental laws and
regulations, produces proof of satisfactory liability insurance naming Lessor as
co-insured, and agrees to indemnify and savs Lessor harmless from claims related to
storage of such materials. Lessee is required to advise Lessor of intended storage of
such materials before a lease is entered or extended. Lessee will schedule a
pre-lease conference with Lessor to discuss the proposed storage, safety questions
and compatibility of the proposed storage with adjoining land use; Lessee must
furnish to Lessor copies of all permit applications, permits issued, denials of
permits, and other actions on permit applications. Lessee whose use or storage of
small quantities of hazardous materials is only incidental to business operations will
be required to indemnify and save Lessor harmless from claims related to storage of
such materials.

3. TERMS OF LEASES

3.01 PRINCIPLES GOVERNING RENT DETERMINATION. The following
general principles govern rent determination by Lessor.

€) Rent at Fair Market Value. Rent will be established at fair market value
as agreed to by Lessor/Lessee and determined by a qualified appraiser or by
competitive bid.



(b) Protection Against Inflation. Lessor will be protected against inflation by
periodic revision of rent. Lessee will be protected against unforseeable inflation by
maximum rent revision limits.

(c) Predictability of Rent. Rent revision should be accomplished in a manner
that permits Lessee to engage in reasonable business planning and provides
sufficient predictability to facilitate financing of Lessee’s activities.

(d) Recognition of Value Contributed by Lessee. Permanent value
contributed by Lessee to Lessor's ownership interest (such as nondepreciable
improvements) should be recognized through appropriate amortization methods,
including but not limited to credits against rent. Depreciable structures ordinarily
will not represent such value, as the Lessee will be expected to amortize the full
value of such structures over the Lease Term.

3.02 DETERMINATION OF RENT.

(@) Establishment -of Initial Rent. Initial rent will be established at fair
market value as agreed to by Lessor/Lessee and determined by a qualified appraiser,
or by competitive bid, at Lessor's option. The initial rent will be adjusted during the
term of the lease in the manner specified and prenegotiated in the lease. The
standard long-term ground lease is for a period of thirty-five (35) years. However,
lease terms that extend beyond the thirty-five (35) year period may be negotiated.

(b) Rent Revision Parameters. The long-term master lease will incorporate
the following parameters establishing upper and lower limits for revision of rent.

(i Minimum Revised Rent ("Rent Floor"). The new rent established by
the rent revision procedure for a particular period will not be less than the prior
period rent period.

(i) Maximum Revision Rate ("Rent Cap"). A percentage rate
establishing a maximum rate of rent revision (rent cap) to apply at the time of each
revision will be predetermined and incorporated in the long-term lease.

(iii) Rental Rate and Rent Caps. ARRC's Board of Directors will
periodically review the rental rate and rent caps. The rental rate will remain
constant throughout the original Lease Term and will be stated in the lease.

(c) Rent Revision Process.

(i) Appraisal. The rent will be revised at a minimum every five (5)
years or as otherwise negotiated in the lease. Lessor shall obtain a fair market
value appraisal from an independent qualified appraiser. Appraisal instructions for
each reopen period will be defined in the master lease document. At the end of the
original Lease Term, the property is to be appraised at the highest and best use
compared with similar properties within the community.

(i)  Arbitration. An arbitration clause will be incorporated into the

lease to provide an equitable means of resolving disputes concerning the appraised
value of the premises. The arbitrator’s decision with respect to a rent revision shall

be final.



(iii) Determination of Fair Market Value Rent By Use of Fixed Rental
Rate. The rental rate used for rent revision under a lease will remain fixed during
the term of the lease and the same rate will be employed in connection with all
revisions. The rental rate will be based on an independent study of relevant Alaska
markets to be periodically commissioned by ARRC and reviewed by the ARRC
Board of Directors. The revised rent will be determined by applying to the
appraised value a percentage representing the general return or rental rate in effect
for ARRC properties on the date the lease is executed.

3.G3 RENT CREDITS. Rent credits or rental offsets may be negotiated PRIOR
to the installation of certain nondepreciable improvements. Upon installation,
theses improvements immediately become the property of the Lessor and are to be
considered in any future rent modification. Examples of nondepreciable
improvements include, but are not limited to, excavation, backfill, and gravel.

3.04 EFFECTIVE DATE OF RENT ADJUSTMENTS. Until any increase in the
original rent rate (called the "Base Rent") is determined. Lessee shall pay the same
Base Rent as was applicable the previous year. When an adjustment of Base Rent
has been determined and Lessee notified, such adjusted Base Rent as so determined
shall be due and payable to Lessor, retroactive to the commencement of the lease
year for which such rental adjustment is made, and any deficiency resulting from
such rent adjustment shall be payable within thirty (30) days after the giving of such
notice to Lessee. Lessee will be responsible for NO MORE THAN NINETY (90) days
of unbilled retroactive rent at the increased level.

3.05 PUBLIC ENTITIES. As a public corporation, the Alaska Railroad
Corporation is exempt from taxation by local governments. In recognition of the
Alaska Railroad Corporation's position as a participating member within each host
community, the Alaska Railroad Corporation may lease its lands to the State and its
uolitical subdivisions at less than fair market value. Specific requests will be
negotiated on a case-by-case basis. (The Alaska Railroad Corporation will also
institute a fee-use permit system f > municipalitk s for various kinds of land use
that do not require leases. This program is not covered by this policy.)

3.06 TAXES AND ASSESSMENTS. Lessee will (a) pay all taxes on Lessee's
improvements directly to the taxing authority, and (b) all assessments agreed to in
the lease. The benefits of assessments not agreed to in the lease for public
improvements levied against the property shall be paid for by Lessor.

3.07 INDEMNIFICATION AND LIABILITY INSURANCE.

(@ Indemnification. Lessee will be required to defend, and hold Lessor
harmless against all liability, damages, costs, losses, and expenses arising out of
Lessee’s use or occupancy of the Premises.

(b) Liability Insurance. Lessee will, at his own expense, obtain and
maintain in effect, during the whole of the Lease Term, comprehensive general
liability insurance in respect to the leased premises, under policies naming Lessor as
additional assureds, issued by an insurance company authorized to do business in
Alaska with minimum limits of not less than the amounts specified by Lessor.



Satisfactory evidence of insurance will be furnished to the Lessor prior to the
execution of the lease. This evidence will provide for thirty (30) days prior notice to
Lessor of any written cancellation, nonrenewal, or material change in the policy.

3.08 TRACKAGE.

(@ Use of Lessee-Owned Trackage. A separate, standard form of track
agreement will cover the installation, maintenance, and operation of trackage.

(b) Use of Lessor-Owned Trackage. Where Lessee desires use of
Lessor-owned trackage, the lease form will provide such rights. Use of
Lessor-owned trackage may be restricted to the extent Lessor deems necessary.
The rental rate will be a standard, system-wide charge which may be revised by
Lessor, from time to time. The current charge is $6.00 per track foot, per annum,

3.09 ENVIRONMENTAL AND OTHER LAWS AND REGULATIONS. Lessee, at
its own expense, will comply with all laws, regulations, rules and orders applicable
to its property and operations, regardless of when they become or became effective,
including, without limitation, those relating to health, safety, noise, environmental
protection, waste disposal, and water and air quality.

Should any discharge, leakage, spillage, emission, and pollution of any type occur
upon or from the premises due to Lessee's own use and occupancy including
subleasing and uses by others, Lessee, at its expense, will be obligated to clean the
premises to the satisfaction of Lessor and any governmental body having jurisdiction

thereover.

(Note: Lessor's ENVIRONMENTAL POLICY prohibits new leases for gasoline
service stations or assignment of existing service station leases from the present
Lessee to a third party having a substantially lesser net worth. Use of underground
storage tanks for any purpose requires Lessor's specific approval. Oil and gasoline
bulk plant leases will be written with Lessor's commercial lease indemnity and
insurance provisions.)

3.10 USE OF PREMISES. Lessee's failure to commence use of the premises for
the purposes specified in the Lease, or discontinuance of such use for a period to be
specified in the lease, will constitute an event of default.

3.11 SUBORDINATION. Lessor will not agree to subordinate its legal title to
land; however, Lessee may assign the lease to an institutional lender as security for
a loan to finance development, subject to the provisions of Paragraph 3.14.

3.12 ASSIGNMENT. Assignment of the Leased Premises for any reason will
require Lessor’'s prior written consent. Lessor will consent to an assignment only
when Lessor is satisfied that Lessor's interests will not be adversely affected.
Requests for consent to assignment of the Lease are to include the proposed
assignee's current and complete financial statement as prepared by a certified
public accountant in accordance with generally accepted accounting principles or
the prior two (2) years' tax returns. An administrative fee will be charged by the
ARRC to cover the cost of processing a request for assignment. The financial
considerations of the assignment need not be disclosed to the ARRC. Approval of
assignment will not be unreasonably withheld by the ARRC.



3.13 SUBLEASING. Lessor’'s written consent to a sublease is required before
the Lessee enters the sublease. Copies of any sublease approved must be filed with
Lessor and will be subject to the terms of the Master Lease relating to the terms
and subleases. Any financial considerations can be "blocked out" by the Lessee and
is not required to be disclosed to the ARRC.

3.14 OWNERSHIP OF SUBSURFACE IMPROVEMENTS. Tenant improvements
to the subsurface estate, including excavation and backfill, become the property of
Lessor upon installation and will be considered in all future rental modifications.
Rental credits or offsets may be negotiated for certain nondepreciable
improvements in accordance with Paragraph 3.03, above. Means and methods of
construction mu;*, he of mutual benefit to Lessee and Lessor; for example, the
economics of excavation and fill may be weighed against the economics of
alternative piling construction methods. The type of improvement and method of
installation must be approved by Lessor in advance.

3.15 REMOVAL AND OWNERSHIP OF ABOVE-SURFACE IMPROVEMENTS.
Ownership of such above-surface improvements at the end of the Lease Term will
be governed by the terms of the lease. The appropriate disposition of above-surface
improvements as specified in the lease at the end of the Lease Term will depend on
the circumstances surrounding a particular lea*e, including the length of the lease,
the nature and value of the improvement contributed by the Lessee, the likelihood
that the Lease will be renewed, and Lessor's assessment of the best use of the
property following the expiration of the Lease.

3.16 LESSEE'S OBLIGATIONS WITH RESPECT TO IMPROVEMENTS. The
Lessee will agree not to remove, destroy, waste or substantially modify
improvements on the Premises without Lessor's prior written authorization. This
po'icy is intended to protect the Lessor’'s security interest in the improvements on
the Premises and to enhance land-use planning. Apprjval of improvements will not
be unreasonably withheld by ARRC.

4. REPLACEMENT OF CERTAIN EXISTING LEASES

The Alaska Railroad Corporation will honor the binding terms of existing leases it
acquired from the Federal Government. However, it is the policy of the Alaska
Railroad Corporation, to the extent feasible, to bring exiting leaseholds under the
new standard long-term lease reflecting the principles set forth in this statement.
This policy is adopted to implement the legislature's determination that fair market
value should be obtained for leases, to make the administration of the leasing
program more efficient and equitable as a whole, to promote uniformity, and to
eliminate unnecessary controversy and uncertainty concerning the terms of leases
issued by the Federal Government before the sale of The Alaska Railroad to the
State of Alaska. To implement this policy, the following actions, among others, will

be taken:

€)) If a Lessee desires extension of a Lease Term, and Lessor is agreeable to
such extension, the existing lease will be terminated and a new lease consistent with
this policy statement will be issued.



(b) If Lessee desires to change the area under lease by increasing or
decreasing acreage, and Lessor is agreeable to such change, the existing lease will
be terminated and a new lease consistent with this policy statement will be issued.

(c) All existing leases containing a provision allowing Lessor to terminate a
lease upon n.nety (90) days notice will be terminated after providing the required
notice to the Lessee, and, at the time notice of termination is given, Lessor will
offer Lessee an opportunity to enter a new lease consistent with this policy

statement.

(d) Existing Lessees, at their option, will be given the opportunity to
terminate their current leases and enter into the new Alaska Railroad Corporation
long-term lease contract.

In appropriate cases, as determined by Lessor, an existing lease may be amended and
restated, rather than replaced, by substitution of terms consistent with this policy
statement. For example, Lessor will offer Lessee an amended lease in lieu of a new
lease in cases where termination of the existing lease would cause the Lessee's note
to become due and payable at the time of termination.

5. RENEWAL OF LEASES

It is the policy of the Alaska Railroad Corporation to approve a Lessee’s request for
renewal of a lease made no less than six (6) months prior to the end of the Lease

Term when:

(@) The Lessee has faithfully complied with the requirements of the existing
Lease;

(b) The Lessee’s continuing use of the property is consistent with surrounding
land use, any relevant land-use or development plans of Lessor, and the
highest and best use of the property; and

(c) Lessor does not require the property for Railroad purposes.

The rental terms and renewed Ileases will be adjusted to incorporate the
then-prevailing fair market rental value and will include rent revision requirements,
in accordance with the lease policy and relevant provisions of law in effect at the
time of renewal. To the e>.tent terms of the existing lease are inconsistentwith

policy or law in effect at the end of the Lease Term, or are otherwiseobsolete, the
renewed lease will be modified to eliminate such inconsistent obsolete provisions.

6. REGULATORY AUTHORITY OF ALASKA RAILRCAD CORPORATION

Under Section 390 of the Alaska Railroad Corporation Act (AS 42.40-390), the Board
of Directors of the Alaska Railroad Corporation is given governmental authority to
adopt exclusive rules governing use of Railroad lands by Lessees and others having
interest in such lands. The terms of leases issued by the Alaska Railroad
Corporation do not limit the Board’s authority to adopt land-use rules governing
activities on the leaseholds. Lessees will be given reasonable advance notice of any
rule proposed to or under consideration by the Board that might affect activities on
leasehold property or impose an obligation on Lessees.



The foregoing terms and conditions constitute, in part, guidelines and standards on
which Lessor’'s Icng-term industrial lease is based. Many terms are not negotiable,
and applicants are urged to study them very carefully. Please address all questions
to Lessor's representative at the outset of negotiations:

Director, Real Estate
Alaska Railroad Corporation
P.O. Box 7-2111

421 West First Avenue
Anchorage, AK 99510-7069
(907) 265-2465 (telephone)
(907) 276-4495 (telecopy)

ARRC Board Approved 09/30/86
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Salary Actions - continued
All Employees
Approve Termination by ARR Z for

q Any Reason (9) (16) A A A A A A/E A
Approve Promotion (9) (16) A A A A A A/E A
Approve Leave Without Pay A A A A A A A 15 days 5 days
Approve Suspension for Any
Reason (9) (16) A A A A A A/E A

Approve Memberships, Attendance
at Professional Meetings,
Seminars and Reimbursable
Course of Study A A A A A A A A
Represented Employees
Labor Agreements
Negotiable with Unions (9) E E E(17)

Sign Labor Agreements (9) F E E E(17) E
Public Relations
Speeches, Publications, Press Releases,
Advertising
Having Significant Financial or
Public Affairs Implications on
the Railroad A E E E E E E A
All Others A A A A A A E A
Approve Company Position and Technical
Papers on Internal Operations for
Use by Company Personnel in Making
Public Speeches, Answering Inquiries,
Cranting Press Interviews, Etc. A A A A A A E E
\% Presentation of Company Position to
Covemment and Other Agencies in
Proceedings, Hearings or Pending
Court Actions A A A A A A A E
Miscellaneous
Assign Company Vehicle A A A A A
Assign Company Take Home Vehicle A
Approve Issue of Firearms A
Approve Destruction of Corporate
Records A E A E
3 Approve Tours of Railroad Facilities A A A A A A E
Operational Changes
Extend Railroad Lines (22) E E E E
Tariffs - Freight Rates (12)
Establishing Tariffs E A
Exempt Rates £ A E
Contract Rates 'E A E
] Ceneral Rate Increase E A
Real Estate
Approve Lease of Corporation Property
Less tuan J yrs A- E E
Over 3yrs A E E E
Over 35 yrs (23) E E E E —> E
Exercise Eminent Domain (24) E E E E E
Execute the Contract _
Less than 10 yrs A . | E
Over 10 yrs A E E E
. Page 7
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RULE NO. 4 - PUBLIC DISCLOSURE OF INFORMATION

(Adopted 12-17-84
Amended 7-18-85)

A. Public Information:

As provided in AS 42.40.220, information in the possession of the Corporation
is public and available to public inspection at reasonable times.

B. Restrictions on Disclosure:

As further provided under such provision and as required by the Alaska
Railroad Transfer Act of 1982 (ARTA) (45 U.S.C. 1204), the following
information is hereby designated to be of a privileged or proprietary nature
and shall be withheld from public inspection:

1)

2)

3)

4.)

5.)

6.

As required under Sec. 605(b) (ARTA), certain information of the Federal
Alaska Railroad available to the Corporation, including, "proprietary
business data, personnel records, and other information, the public
disclosure of which is prohibited by law;"

personnel records of the Corporation including but not limited to each
employee's original application for employment and employment
memorandum, resume, any and all salary information, reports of other
employment investigations, tests, any letters of recommendation,
reports of work performance, reports of the employee's progress,
disciplinary actions, and such other records as may be created in the
employee's initial employment and continued service to the Alaska
Railroad Corporation. Personnel records may be released upon receipt
of written authorization from the employee, former employee, or
applicant whose records are requested. Such authorization shall
specifically, identify the information authorized for release.

For employees who transferred to the Corporation pursuant to P.L.
97-468, personnel records shall include the employee's Official Personnel
Folder, Emergency Medical Folder, and any copies thereof. Disclosure
of information contained in the Official Personnel Folder and Emergency
Medical Folder shall be governed by applicable Federal law and
regulation;

communications with and work product of counsel;

all other records, documents, data or information of a privileged or
proprietary nature, including but not limited to proprietary information
associated with specific shippers, divisions and contract rate
agreements, and specifically including all information that may be
withheld or protected from discovery in proceedings before the
Interstate  Commerce Commission consistent with the Commission's
standards and practices;

other information the subject of which could be discussed in executive
session under AS 42.40.170;

any other information or records required to be kept confidential by
Federal or State law or regulations. . .

EXHIBIT D



January 14, 1987

OPERATING CIRCULAR NO. 37
ENGINEERING BULLETIN NO. 87-01

To: All Concerned i

From: Supt. of Transportation
Chief Engineer

Subject: Policy for Moose That Have Been Struck by Trains

In addition to Special Instruction No. 6 of Timetable No. 120, the following will
apply.

Crews of trains that strike moose will evaluate the condition of the moose and
report to the train dispatcher, i.e. is it dead, crippled, or has it run away?

When the train crew reports the moose dead, the train dispatcher will notify the
appropriate on duty section foreman. |If after section work hours, the train
dispatcher will arrange to have the foreman notified at morning lineup.

If the moose was reported as crippled, the train dispatcher will notify the
appropriate section foreman so that the wounded animal may be humanely
dispatched. Overtime is authorized for this purpose. If unable to reach thfe
appropriate section foreman, the train dispatcher will try to contact an adjacent
section foreman. Engineering Department supervisor, or call a District Roadmaster
as applicable.

The section foreman will evaluate the carcass. If salvageable, the carcass will be
field dressed. The foreman will advise the train dispatcher the road crossing the
carcass will be delivered or that the carcass is not.salvageable.

The train dispatcher will call the appropriate number below to advise that a moose
was struck by a train and that a carcass is available for a charity to pick up at a
particular crossing or that the carcass was not salvageable.

The disposal of salvageable moose meat is directed by the Division of Fish and
Wildlife Protection of the State of Alaska Department of Public Safety (FWP). They
will arrange for the carcass to be picked up at the applicable road crossing.

ARRC LOCATION *  ALASKA STATE TROOPER DISPATCHER
Seward to Portage 262-4453 Soldotna
W hittier Branch 269-5711 Anchorage
Portage to Matanuska 269-5711 Anchorage
Matanuska to Cantwell 745-4247 . Palmer
(7:30 a.m. - 4:30 p.m; Monday through Friday: after hours call Anchorage)
Cantwell to Eielson : 452-2114 Fairbanks

EXHIBIT E



Neither FWP nor any employee of the ARRC may authorize any non-employee to
enter upon Railroad property except at road crossings.

No employee may utilize any portion of a train killed moose nor give any part to
any person except as designated by FWP.

When the salvaged carcass is taken into W hittier, the train dispatcher will contact
W hittier Chief of Police who will arrange for the disposal of the carcass. FWP
will be advised of the kill and disposition of the moose. The number for the Chief
of Police is 474-2340.

If the initial report from the train crew was that the moose ran off, only a report
to the designated telephone number is required.

F. C. Weeks
Supt. of Transportation Cnief Engineer

Distribution B, D, & F

DATE AND TIME POSTED.

POSTED BV



ALASKA RAILROAD CORPORATION

TIME

TABLE
NO.

In Effect at 12:01 A.M.
Alaska Daylight Savings Time
Sunday, July 20,1986

F.G. TURPIN
President
. and .
Chief Executive Officer

~ AT. POLANCHEK
Vice President, Operations

~T.R. Blackwell _
Superintendent of Transportation



SPECIAL INSTRUCTIONS

HANDLING OF CARS CONTAINING HAZARDOUS
MATERIALS:

For train placement, switching restrictions, emergency
actions by train crews, shipping paper information and
inspection requirements, refer to the Hazardous
Materials chart in the back of this timetable.

Switching restrictions for cars placarded with Flammable
Gas placard and Poison Gas placard apply to empty as
well as loaded cars. Switching restrictions for
TOFC/COFC also apply to flat cars with any placarded
lading.

Itwill be the yard conductor®s responsibility to know if
any placarded cars are on a track before releasing any
other cars into that track.

Conductors will review train consist for proper placement
of all placarded cars. Cars improperly placed will be swit—
ched out to obtain proper placement prior to train
movement.

The Emergency Response ldentification number located
in the center of each placard or on each waybill, switch
ticket, or other document used to move hazardous
materials, provides information and actions to be taken
in the event of an accident or unintentional release of
hazardous materials.

Should an accident occur, locate the waybills for cars
involved or refer to the number on the placard. This four
digit number is referenced inDOT Publication P.5800.3
or subsequent issues. Emergency Response Guidebook.
The book, utilizing the four digit number, will provide vital
information, the most significant potential hazards and
gives guidance for Initial actions to be taken by personnel
involved or engaged Inthe initial response to an accident.
Yardmasters, Chief Dispatcher and Trainmasters can pro—
vide the necessary response information from the guide
book.

Emergency Response Personnel, police, fire, and/or
medical, will be assisted and al lowed access to accidents
and/or incidents involving hazardous materials.

5. BLOCKING WYES/SIDINGS:

No siding or wye will be blocked with cars, engines, or
on-track equipment unless authorized by the Train Dis—
patcher.

6. GAME ANIMALS/LIVESTOCK:

When trains hitany large animals, trainwill come toacom —
plete stop and train inspection will be made except when
it is known animal is clear of track and will cause no
danger to movement of trains.

Whenever any animals are struck or killed by trairs, a
report must be made to the Train Dispatcher immediately.

7. LOADING AND HANDLING HEAVY EQUIPMENT:

Trains handling cranes, draglines, showvels, and similar
equipment set up with or without boom attached, must be
handled under special arrangement.

Yardmasters or agents will insure proper placement of
steel underframe flatcars of not less than 100,000 pounds
capacity for loading of equipment specified above. ltwill be
the responsibility of the Mechanical Department to inspect
and accept such loads, advising the Yardmaster or Agent
of acceptance, giving car number and maximum speed at
which car may be moved, itwill be the responsibility of the
Yardmaster or Agent tosee thatno loads such as specified
above will be placed intrains formovement uttil they have
been accepted by the Mechanical Department and the
Dispatcher has been notified of speed restrictions. Dis—
patcher will issue instructions covering restrictions.
Equipment with boom attached must be loaded with boom
trailing unless approval from Dispatcher is obtained for
movement inforward position. Conductors handling loads
with boom in forward position, except on work trains, will
be authorized to do so by message from Dispatcher.



When Moose and Train Meet:

by Jack C Didrickson and Raymond J. Kramer
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Unfortunately, both the railroad and the main highway from
Anchorage to Fairbanks bisect their migration path.
When snows exceed three feet, the moose find these man-
made “trails” a convenient place to walk or rest, and therein
lies the cause of the mortality. Moose arc somewhat reluctant
to leave these cleared areas and they have not, for the most part,
learned to fear trains or autos. As a result, an additional 77
animals were killed by highway vehicles during the 1985 season.
Also, many become stressed by deep snow and the lack of near-  In times of heavy snow, moose make use of
by browse. In residential areas along the highway, stressed the cleared areas on the tracks of the Alaska
moose belligerently chased dogs, children, and adults, with the  Railroad for walking and resting. Here, a
resultthat another 40 were killed in defense of lifeand proper-  train has stopped for a moose bedded down
ty, bringing the total loss ofmoose in GMU14B to 502. Hunters, on the tracks during a snowstorm in the
onthe other hand, took only 216 animals in the following 20-day ~ winter of 1985.
September season, before the deep snows set in.
Although a large percentage of mortalities for all
years occurs between Willow and Hurricane, with a
fewother “hot spots,” mortalities are otherwise fair-
ly uniformly distrubuted along the entire length of
the tracks; therefore, the problem isnot merely a local
one. A solution must be provided that works along
the entire railroad corridor from Seward to Whittier
to Fairbanks.
Meetings have been held between the Alaska
Railroad personnel and ADF&G game biologists to
seek answers and actions, and members of the public
have enthusiastically offered innovative ideas, but no
single, concrete solution has been found.
There are certain realities which must be faced
where “compromise” simply won’twork. The trains
must run and they must run on or near schedule; too
many people and burinesses are dependent on the
products delivered to interrupt service. Closing down
the railroad in winter is no solution. Scheduling the
trains to run only in daylight hours won’t work, with
only four to five hours of daylight present during the
critical months. Accurately predicting where and
when deep snows will occur is beyond human
technology. We must look to the tracks and trains
themselves for solutions.
Perhaps the most “far-out” solution offered so far
was that ofa giant cushioned rubber bumper attach-
ed to the front of the locomotive. Here, laws of
physics and elasticity come to bear, causing visions
ofamoose being hitat 40 mph, sinking into thisgiant
cushion, and then being sprung out in front of the
train again, only to be picked up and thrust again,
endlessly bouncing down the tracks.
Another more realistic attempt was to mount sonic
whistles on the locomotive which might alert the
animals. The experiment failed, however. When the
train moved comparatively slowly, the whistles didn’t
whistle, and when it was very cold they froze into

silence.
Slowing the train from 40 to 20 mph in *hot spot” /MI%D .
areas was another idea. Not only did scheduling dif- ally News

Septenber— Octooer 1986 1
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Jack C. Didrickson, who has been \ 1th the department since
1959, servesasArea Game Biologist with theDivision ofGame,
ADF&G, Palmer.

Raymond J. Kramer serves as Game Biologist, Division of
Game, ADF&G, Anchorage.
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Resolution No. 85-5:
Relating to the policy of
Hiring Alaska Residents

WHEREAS the Board of Directors of the Alaska Railroad Corporation
has examined corporate statistics to determine the ratio of Alaska residents
hired to non-residents; and

WHEREAS this examination reveals that nearly all new employees
were Alaskans at the time of employment; and

WHEREAS sound justification existed for the employment of those
non-residents;

NOW, THEREFORE, BE IT RESOLVED that management of the
Corporation continue this performance in hiring Alaska residents to develop and
to maintain a viable and stable workforce for both the Corporation and the State

of Alaska.

EXHIBIT G



BC/CSHAU The Alaska Railroad Corporation

CBUDEETS5 Cash How Analysis
198
bru ril +Jul rj October Total
ImWTH I:e i %I"HAP My HﬁﬁHH Il IIHWH? m m n Hﬁ%'ﬁﬁﬁ[‘lnmtfm
Incoae
Freight $3445 $3993 $4,158 $5157 $H,963 $6,057 $6,178 $6,113 $H643 $784 PM0M  $0M4 $59,671
Passenger 33 3 33 40 20 1100 1200 1,100 50 58 58 a0 4520
Real Estate 340 30 30 30 340 340 30 A48 340 30 340 30 4880
Other 418 410 410 410 410 410 410 410 410 410 410 410 4920
Total Irxxae $4225 $4773 $A938 $H5,947 $7,803 $7,907 $8128 $7,963 $HIB  $H584 M8  $904 73,191
Expenditures
Freight $4228 $4445 $520 P40 $515 $4915 $4915 $4915 #6156 M55 $MIB0 $43B0 $54,775
Passenger 6] &3 158 48 1515 1535 1,585 1333) 150 150 150 6640
Real Estate 24 i) 25 33 3B 33 D 3B D 33 33 33 A
Other 310 310 318 310 310 310 310 310 310 318 310 310 3720
Total Expenditures $4614 $ T8 P95 $940 $6385 $6,770 $,790 $6,760 $HB0 $585 M0 M840 65479

Net Incore
Freight ($77" (¢ (ﬁg $787 $1,448 $1,142 $1,263 $1,198 $1,828 $19 (&5256; (32%; $4,8%
Passenger (3B ¢ ¢ Qo) (60 @B & @m®m @B (W (0 @ (1209
Real Estate 316 315 315 318 310 310 310 310 310 310 310 310 3,736
Other 188 18 180 100 100 108 100 100 100 100 100 100 1,200
Cash How (39 (%67 $15 $1,007 $1,698 $1,137 $1,338 $1,208 $1,123 %29 4 w $7,712
'predation ##0 #B #MB MO #MO MO MO MO $0 $100 $00 $00 P800
Net Incoae (LosS) $739) (B67) (B3H) 7 $1,298 37 B H={B $723 $129 6 (B30 2912

Accuaulatsd Cesh How  $4511  $4444 $4459 $5466 $7,164 $338L $9,630 $10842 $11,965 $12494 $12548 $12612 $12,612

NOTE Assuaes Starting January balance of $4,900,008 working capital fund provided by state.
Toes not include interest earned on cash flow

EXHIBIT H



Pouch 7-2111
Anchorage, Alaska 99510-7069

November 27, 1984

The Honorable Bill Sheffield
Governor

State of Alaska

Pouch A

Juneau, AK 99811

Dear Governor Sheffield:

Enclosed for your information and consideration is the budget submittal for the
Alaska Railroad Corporation. This document was approved at our November 21
Board meeting and includes our funding requests for the upcoming Legislative
session.

In accordance with the authority granted in the Alaska Railroad Corporation
Act, we established the calendar year as the Railroad's fiscal year for both its
operating and capital budget cycles. This approach avoids placing a burden on
the Railroad to perform end-of-year reporting during its busy summer activity,
and provides greater ease for capital planning consistent with the Railroad’s
annual cycle of activity.

The first part of the enclosure contains the Railroad's CY-85 (calendar year) and
CY-86 capital budget. The two-year program is for approximately $44.1
million. Projected revenues and available appropriations will be used to fund
about $24.4 million. The remaining $19.7 million is being requested as part of
the State's FY-86 capital budget.

The second part of this enclosure addresses the question of anticipated operating
loss from continued passenger service. It is estimated that approximately $1.7
million in additional revenue in CY-85 and $1.9 million in CY-86 will be needed
to cover operating costs for the Railroad's passenger operations. Consistent
with the Alaska Railroad Corporation Act, we are submitting a report detailing
the costs associated with the continued provision of these services. However, we
have decided against requesting any subsidy at this time, but will cover these
losses with other available revenues. In addition, it should be noted that about
$7.5 million of the CY-86 capital budget includes capital assistance related to
the continued provision of passenger service.

Due to our recent decision to switch to a calendar year fiscal year, the necessary
material explaining the complete CY-85 and CY-86 operating budgets has not
been completed. Another package with the detailed information on the
operating budgets for these two years will be forwarded shortly.



The Honorable Bill Sheffield
November 27, 1984 2.

Due to ‘me constraints, the Board has not had an ample opportunity to become
familiar with all components of the enclosed submittal. We anticipate the need
to make some adjustments during the weeks ahead as we become better
acquainted with this information and receive greater specificity on transfer-
related costs and liabilities. By transmittal of this letter, the Board of Directors
of the Alaska Railroad Corporation respectfully requests your concurrence with
the capital funding request contained in this material.

If we can be of any further assistance in helping you review this matter, or if you
would like us to be available in Juneau to discuss this further, please let us know.

Thank you for your consideration of this matter.

iSincerely,

iJames 0. Campbell
\yChairman of the Board

Enclosure

cc:
Frank Chapados, VChairman, ARR Corp. Board of Directors
Gerald Valinske, Member, ARR Corp. Board of Directors
Lewis Dickinson, Member, ARR Corp. Board of Directors
Myron Christy, Member, ARR Corp. Board of Directors
Richard Knapp, Commissioner, State DOT/PF

Richard Lyon, Commissioner, State DCED

Mark Hickey, State Railroad Coordinator

Arnold Polanchek, ARR Actg. General Manager



B0 R

12.
13
14.
15.
16.
17.
18.
19.

[E
Fboowyow

BUILDINGS

Ene'gy Conservation-Phase IV
Warehouses

Computer Air Conditioning
Fuel Station Fairbanks

ROADBED. TRACK 4 OTHER FACILITIES

Ballast Placing

Bank Widening

Rail Lubricators

Dalmer Branch Rehabilitation
Rail/Tie Fastners

Microwave Radio

Bridges

Tunnels

Utility Systems

Fuel Station Additions-Anchorage
W hittier Ranp and TOFC Facilities
Eielson Branch Rehab

Barge Slip #2-Whittier

Hot Box and Drag Detectors

TORC Terminal Upgrade

Total
Cr '85
$18.0

1.250
110
.065

$1,425

1.250
450
060
400
.500
425
.800
1.500
.650
.250
AT75
2.100
.300

$9,160

THE ALASKA RAILROAD

CALENDAR YEAR 1985 AND 1986 CAPITAL PROJECTS

$ IN MILLIONS

CALENDAR YEAR 1G85

APR State State
Fy ‘84 Fy *85 Fy '86
56.4 $6.0 $56
1.250
110
.065
$1,425
1.250
.200 .250
.060
.200 .200
.200 .300
425
.500 .300
.325 115 1.060
.650
.250
.300 175
1.000 1.100
.300
$4,275 $ .600 $4.21 j

CALENDAR YEAR 1986

Total ARR State
Cy '86 CY's5 Fy '86
$26.1 $12.0 $14.1

s w0 0

1.500 1.500
.800 .800
.060 .060
.750 .750
.250 .250
1.000 1.000
1.000 1.000
400 400
1.900 1.900
.500 .500
1.500 1.500
$9,660 $6,800 $2,860



THE ALASKA RAILROAD
CALENDAR YEAR 1985 AND 1985 CAPITAL PRQIECTS

$ IN MILLIONS
CA ENDAR YEAR 1985 CALENDAR YEAR 1986
Total AR State' State Total AR State
Cr '85 Fy '84 Fy '85 Fy '86 Cy '86 CY'85 Fy '86
118.0 $6.4 *6.0 _ $ 56 $26J__ $12.0 $14.1
EQUIPVENT
20. Locomotives 1.500 1.500 . 700 .700
21. Hopper Cars 1.150 1.150 490 .490
22. YOfC Cars .920 .920 .385 .385
23. Covered Hoppers-Cement 125 125 125 125
24. Passenger Car Upgrade .300 .300
25. Engineer Construction .950 415 .535 2.000 1510 490
26. Snow Removal .900 .900 1.100 1.100
27. Locomotive Crane .800 .800 .800 .800
28. Material Handling .085 .085
29. Telecafmunications Test 125 125 .100 .100
30. Upgrade Radios .200 .200
31. Locomotive Rebuild 1.600 1.600
32. Tank Cars .550 .230 .320
33. Fiat Cars-Chaln Tie Doan 400 .160 .240
34. Axle Lathe .100 .100
35. Wheel Lathe .200 .200
36. Repair Dock Crane (Sew.) .300 .300
$7,055 $ .700 $5,020 $1.33i $8,850 $5,100 $3,750
OTHER PRQIECTS
Passenger Service
37. Glazing, Platforms, Repairs .380 .380
Main Line
38 -Denali Park .100 .100
39 -Remanufacture 10 Cars 5.000 5.000
40 Shuttle Improvements 2.400 2.400
$ .380 $ .380 $7,500 $7,500
TOTALS $18,020 $6,400 $6,000 $5,620 $26.110 $12,000 $14,110
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17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.

28.

THE ALASKA RAILROAD

CALENDAR YEAR 1985 PRIORITY CAPITAL PROGRAM

BUILDINGS

. Energy Conservation-Phase IV
. Warehouses
. Computer Air Conditioning

ROADBED. TRACK & OTHF.R FACILITIES

. Ballast Placing

. Bank Widening

. Rail Lubricators

. Palmer Branch Rehabilitation

. Rail/Tie Fastners

. Microwave Radio

. Bridges

. Tunnels

. Utility Systems

. Fuel Station Additions - Anchorage
14.
15.
16.

W hittier Ramp and TOFC Facilities
Eielson Branch Rehabilitation
Barge Slip I\2 - Whittier

EQUIPMENT

Locomotives (B) - Financed
Hopper Cars (65) - Financed
TOFC Cars (30) - Financed
Covered Hoppers - Cement ()
Passenger Car Upgrade (17)
Engineer Construction

Snow Removal

Locomotive Crane

Material Handling
Telecommunications Test
Upgrade Radios

OTHER PROJECTS

Passenger Service - Glazing, Platforms, Repairs

TOTAL

11-84

$1,250,000
110,000
65.000
$1,425,000

1,250,000
450,000
60,000
400,000
500,000
425,000
800,000
1,500,000
650,000
250,000
475,000
2,100,000
300.000
$9,160,000

1,500,000
1,150,000
920,000
125,CT0
300,00b
950,000
900,000
800,000
85,000
125,000
200,000
$7,055,000

380,000
$380,000

$18,020.000



THE ALASKA RAILROAD

CALENDAR YEAR 1985 PRIORITY CAPITAL PROGRAM

BUILDINGS

1. Energy Conservation - Phase IV $1,250,000

Funds requested are part of a larger project approved in 1980. To date,
$5.45 million has been obligated for this project. This $1.25 million will
complete construction of Anchorage Railroad heating plants and eliminate
dependence on the high-cost outmoded Knik Arm Power Plant for heat supply.
Chugach Electric Association has stopped electricity generation at this plant and
scheduled the shut down of steam production in 1985. This phase will install
modern, efficient, and properly sized heating plants that will realize significant
energy savings, and improve working conditions. Large sections of the
30-year-old steam distribution system with high heat losses and maintenance
cost will be eliminated. The installed system will permit utilization of waste oil
burners for shop heat and the processing of steam. The return on investment
based on a $3.2 million investment is 27 percent.

2. Anchorage Warehouses $110,000

Provide for Lne fencing and paving of the Materials Yard in Anchorage.
Relocation of the Material Yard will provide critically-needed space in the
Anchorage train yard as well as co-locating this activity with the rest of the
warehousing operation. Paving and fencing will allow material handling with
forklifts instead of rail cranes and provide required security. The return on
investment for this project will be 29 percent.

3. Computer Air Conditioning $65,000

Replace computer room air conditioner and upgrade Wang Room air
conditioning capacity. The computer room air conditioner is in poor condition
and not expected to operate reliably during the 1985 summer season. The Wang
computer equipment operation has grown beyond the capacity of the existing air
conditioning unit. Adequate air conditioning is essential for the computers to
remain operational and to protect the Railroad’s contracts and lease agreements
with equipment suppliers.

ROADBED. TRACK AN, OTHER FACILITIES
4. Ballast Placing $1,250,000

Annual restoration of track surface aid alignment with ballast is required to
maintain proper track structure in accordance with FRA Track Safety Standards,
maintain safe train speeds, and to prevent accelerating maintenance costs due to
deteriorating track structure. Distortions of track surface which occur due to
frost action, permafrost melt, normal compaction and deyradation of ballast
require raising and realigning, and placing of new ballast. Additional select
crushed ballast is used .o improve drainage in order to decrease further
distortions as well as prevent lateral displacement of the track structure due to
increased train speeds, increased traffic, and thermal stresses.



5. Bank Widening $450,000

Provide 120,000 cubic yards of aggregate which is considered the minimum
essential in an annual program to increase the stability of the Railroad's
mainline embankment, reduce permafrost melt, and prevent waste of crushed
ballast. Bank widening along the main line has been minimal since the
earthquake repairs of 1964 and 1965. Approximately 250 miles of main-line
subgrade requires widening of shoulders to standard width to maintain the track
to line and grade, provide walkways for trainmen and permit maintenance of the
track structure to FRA standards. Permafrost melt in past years has created a
situation that is self-destructive. Crushed rock in many areas now runs directly
to the bottom of the embankment slope. A critical area is the section from
Dunbar to Happy (a permafrost region) where restoration of shoulders is a must.

6. Rail Lubricators $60,000

Install five rail lubricators to reduce rail wear and improve locomotive fuel
consumption. Tests conducted by AAR, FRA FAST, and some Class lrailroads
indicate as much as a 40-percent reduction in locomotive fuel consumption as
well as reduced wheel hunting and rail wear from selective rail/flange
lubrication. The lubricators will extend the life of five miles of rail on curves an
estimated two years, from seven to nine years. The return on investment is 59
percent. Payback is 1.8 years.

7. Palmer Branch Rehabilitation $400,000

This critical section of the Railroad requires rehabilitation in 1985 in order
to maintain the existing and forecast levels of rail service. During the past year,
over 6-1/2 million tons of gravel (79% of the total tonnage) moved over the
Palmer Branch. The weight of rail on the Palmer Branch between milepost 3.6
and 4.5 is 70# compared to 115# rail on the main line. The 70# rail is inadequate
for the loaded gravel cars. The rail has become surface bent and kinked. Angle
bar failure is high and cross level is extremely difficult to maintain. Because the
cross ties are in poor condition, 500 per mile must be replaced over the entire
branch. Work will include replacing 2400 feet of curve worn 115# rail, shoulder
cutting where mud now blocks drainage, and the introduction or' standard ballast
sections.

8. Elastomeric Rail/Tie Fastners $500,000

To increase rail stability, reduce longitudinal rail movement, and increase
rail life on curves. This takes advantage of the "state of the art" fastners,
commonly referred to as Pandrol plates and clips to provide a cost effective way
of ensuring greater rail safety. Rail rotation on curves in recent years has
increased lateral loading of gauge face which results in increased rail wear, rail
corrugation, gauge widening, and rail rollover. Wood ties, cut spikes, and
standard tie plates are no longer adequate under today's wheel loadings. The
Pandrol plates and clips provide a wider base (15-1/2" vs 13") which increases
stability, and provides a clamping force of +- 5000 psi per clip between plate and
rail base. This clamping force also eliminates the need for rail anchors and,
when used out-of-face on hardwood ties, will prevent rail rollover. Derailments
caused by rail rollover in recent years probably could have been avoided if
Pandrol plates and clips had been installed. Funds will purchase Elastomeric
plates, clips, shoulder inserts, "E" clips, anchors, and screws.



9. Microwave Radio $425.000

Provides microwave radio telecommunications between Portage and Moose
Pass and Hurricane and Gold Creek. Last year the Railroad completed a
microwave system over the entire main line except for those two segments and
from Portage to Whittier. This work will complete the replacement of open wire
telephone pole lines with microwave except for the 12 miles from Portage to
W hittier. The telephone pole line between Portage and Moose Pass is in need of
major rebuilding at an estimated cost of $200,000. This line is also subject to
outages from adverse winter conditions as well as man-made causes. With the
increased traffic to Seward (coal export and TOFC), the pole line will be unable
to carry the required data and communication traffic. Improved and reliable
train communications will be provided in both areas. The return on investment
based on rebuild cost avoidance is 139 percent.

10. Bridge Program $800,000

Funds are required for the cyclic replacement/renewal of bridges and
culverts along the railroad trackage. The 1985 program includes major
maintenance or renewal of 22 bridges, 23 culverts, and 2 tunnels. Repairs and
maintenance are necessary to maintain bridges, culverts, and tunnels in a safe
condition for rail traffic. Replacement of bridge timbers, culverts, and timber
supports is necessary on a 30-year cycle, depending upon the quality of original
materials, local environmental conditions and special circumstances, such as
fires and accidents. These expenditures will <¢inimize the requirements for
placing slow orders which cause increased running time and operating cost.

11. Tunnel Program $1,500,000

Funds will be used to reconstruct the roadbed and track, replace tunnel
timber supports and increase tunnel clearances in the five tunnels south of
Portage between milepost 51 and 53. The result will be reduced maintenance
costs, increased operating effiHency, and the minimizing of operational
hazards. Winter icing problems require constant maintenance and the ever
present threat of accidents. Tunnel supports need replacement and extension to
prevent rock falls. Overhanging rock slopes which are unstable must be removed
and stabilized. Avalanche hazard areas also require structural protective
measures. Tunnel clearance will be increased to allow standard clearance in the
tunnels. These tunnels are subject to continuous water problems that have
deteriorated the track structure, necessitating reconstruction of the roadbed and
track. The tonnage increases brought about by TOFC movements and the export
of coal require the upgrading of these tunnels to an acceptable level for safe and
efficient operating conditions. An engineering design contract was funded in \he
FY '84 budget.

12. Utility Systems $650,000

This is part of a multi-year program of replacement of 30-plus year old
electrical, water, sewer, and heat distribution systems. The $650,000 in 1985
will concentrate on meeting EPA requirements which the Railroad considers as
high priority. Utility systems in Anchorage, Fairbanks, and W hittier Yard areas
have exceeded expected lives. Corrosion to pipes and valves, breakdown of
jelectrical insulation and related aging problems are causing frequent
maintenance efforts, energy waste and dangerous working conditions. Asbestos



pipe insulation, PCB oil in electrical gear, and non-code construction also
requires replacement of these systems. This modernization will reduce costs,
reduce losses due to outages, and remove health and life safety hazards. Return
on investments on projects using these funds ranges from 34 to 68 percent, with
an average ROI of 51 percent.

13. Anchorage Fuel Station Additions $250,000

Provides for effective and efficient operational upgrade of Anchorage
locomotive fuel station. Includes the installation of lube oil and waterlines,
relocation of fuel stanchions, and replacement of eight fuel meters. The lube
and water lines are needed to enable full locomotive servicing at the fuel
station. The current temporary arrangement is expensive to maintain (as it must
be removed in the fall and reinstated in the spring) and serves only one track.
Relocated fuel stanchions will eliminate the need for long hoses which are
expensive to renew, difficult to handle, present a tripping hazard, and increase
damage done to fueling valves from striking the pavement. New fuel meters will
be remote readout temperature compensated. The current meters are
inadequate due to restricted flow rate a..d lack of temperature compensation.
They do not have the capability of measuring fuel added to the tanks. Return on
investment is 36 percent with a payback of 4.3 years based on an estinr id
20-year life.

14. Whittier Ramp and TGFC F ar'ities $475,000

To complete development of Whittier TOFC Yard. Includes construction of
a loading ramp, installation of storm drains, lighting, fire protection, and
grading. The full development of the TOFC Yard will permit efficient handling
of van freight service. Drainage is required to allow a second TOFC track to be
installed. With both TOFC tracks, 50 trailer flat cars can be loaded without
switching the cars, thus allowing the handling of rail and trailer freight with one
train crew. Loading ramp is required to permit handling of heavy equipment and
TOFC which cannot be toplifted in Whittier without conflicting with the shuttle
operation. Yard maintenance will be reduced by 1/2 of a man year because of
better drainage.

15. Eielson Branch Rehabilitation Phase | $2,100,000

Current traffic projections over the portion of the Eielson Branch from
Fairbanks to the North Pole Refinery are 575,000 revenue tons in 1985 and

850,000 revenue tons in 1986. This is an increase from 375,000 revenue tons i

1983 and 450,000 revenue tons in 1984. Between MP 6 to MP 18 there are 9.6
track miles of 75# rail with 16" joint bars. 75# non-control cooled rail is
inadequate for present loads. Increased traffic and speed requires a heavier
section for safety. The subgrade for the entire length is substandard. Certain
locations would require additional shoulder material. The spacing is 20 ties per
39' rail. Fixed elevations would require a combination of undercutting and
plowing. To be able to maintain this portion of track with the increase tonnage,
it is necessary to rehabilitate this line. The work includes relaying 9.6 track
miles of 75# rail with 115# rail, insulating subgrade, adding additional material
to bring the subgrade up to standard width, sledding (plowing out old pitrun
ballast), adding/replacing ties, placing ballast and surfacing track. At North
Pole, the only auxiliary track the Railroad has for switching cars is the
[,500-fou-> vlorth Pole siding. For the projected volume of traffic, an additional
4,000-foot siding is needed between North Pole and the refinery. The projected
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traffic will require the Railroad to handle one loaded and one empty 50-70 car
train at a time near the refinery. The proposed track will reduce the switching
time at the refinery.

This work is a two-phased project; the first phase includes the rail relay and
the siding at North Pole.

16. W hittier Barge Slip /2 $300,000

To improve the reliability and function of the Railroad's .;nly operational
barge slip in W hittier. The slip winches and hoists are 13 yeii-s old. The motors,
gears, bearings, and electrical gear require major overhaul or replacement. The
winches are frequently breaking down and the new double-deck barges
introduced in 1984 put increased strain on this equipment beyond its original
design. The shifting winches require relocation, new fairleads, and the addition
of a consistent-tension feature to enable them to be used again with the current
and projected barges.

EQUIPMENT
17. Purchase 5 New 2800HP Locomotives $1,500,000

Acquisition is essential to provide motive power for export coal trains
operating between Healy and Seward in 1985 and subsequent years. The
Railroad's current fleet of locomotives is not sufficient to provide power for the
new export coal service. During the past summer (1984), an average of 90%
(approximately 51 units) were dedicated to use in performing the existing
business. Of the remaining 10% (6 units), 4% (2 units) were undergoing major
repairs, and 6% (4 units) were receiving minor repairs and necessary periodic
maintenance and service. During the summer's peak periods, gravel trains were
frequently delayed as there were no units available to replace gravel train
locomotives that required refueling or servicing. The purchase of 5 r.ew
locomotives will provide the minimum proposed consist of 5 units in this export
coal service. The : ernative of acquiring used locomotives was considered but
ruled out in favor of the GP-49 2800 HP locomotives, four of which were
purchased in October 1982. The GP-49, first built in 1982, incorporates the
latest "state of the art" improvements providing dramatically increased pulling
power making them ideal to meet the hill grades the coal train will encounter.
The return of investment for these locomotives is 25 percent.

18. Purchase 65 100-ton Hopper Cars $1,150,000

Acquisition is essential to support export coal train service between Healy
and Seward. The export coal train will require 65 cars per train. With this one
set of cars, the train will operate three times a week. The type of car is
compatible to the hopper cars used in North-end coal and Palmer-Anchorage
gravel service, thus allowing interchange with present equipment. The existing
hopper-car fleet is used to full capacity during the spring-summer-fall seasons.
Failure to acquire these additional cars will necessitate allocation of the present
fleet between coal and gravel service during the spring-summer-fall season and
will endanger the Railroad’s largest revenue commodity due to the inability to

- furnish rolling stock. Nonacquisition of these cars will also result in use of older
high-maintenance cars for winter service. Maintenance cost of new cars is
estimated as 3.4 cents per mile compa,~~i to approximately 8.0 cents for older
cars. The return of investment for these hopper cars is 26 percent.
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19. Acquire 30 Intermodal Platform Cars $920,000

Acquisition necessary to support increased TOFC service on all major
segments of the Railroad's main line. This purchase involves 30 intermodal
platform cars, each capable of moving three trailers of 27 to 50 feet and
weighing up to 100,000 gross weight pounds per trailer. This will enable the
Railroad to market trailers with heavy loads and thus take advantage of the 48' x
102" equipment presently entering the market. Several other benefits will
accrue upon acquisition of these cars. The Railroad would return to the owner
13 cars now on daily rer'-al, saving $118,625 annually. An additional 10 cars
leased by Alaska Hyd. j-Irain would be released saving $72,885 in annual mileage
payments. Acquisition of these new cars would permit the reduction of one train
weekly to Whittier and one to Seward saving $699,190 annually. Total annual
savings is approximately $900,000. The return on investment for these cars is 24
percent.

20. Acquire 5 Covered Hopper Cars $125,000

Cars are needed to meet current and projected cement traffic. For the past
four seasons, the demand for cement movement has consistently been in excess
of the Railroad's ability to supply covered hopper cars. The Railroad's need is
for 10 cars and this requests the acquisition of 5 used, covered hopper cars in
1985 with a follow up of 5 in 1986. In 1984, the Railroad had to lease 7
additional cars at $20 per day. Kaiser Cement Company also leased 5 cars.
These temporary arrangements are more expensive for both parties and there is
no assurance they can be leased in future seasons. The revenue loss is at least
$285,000 annually due to equipment nonavailability based on 5 cars per week at
$3,000 a car over a 19-week season. The return of investment based on a
10-year life is 200% with payback in less than one year.

21. Upgrade 17 Passenger Cars . $300,000

To provide reliable air conditioning and essential passenger amenities to
passenger cars used between Anchorage and Whittier to service cruise ships.
This upgrade proposal will install 3 transformers and a train line in each car to
service air conditioning, repair floors, repaint, repair upholstery and other
deficiencies as necessary. The Railroad faces the real possibility that rail
service provided the past two years to cruise ships docking at Whittier will be
canceled with resultant loss of revenue unless the relatively poor passenger
comfort from using these cars can be improved. This has created a serious
public relucions image for the Railroad. The cars rely on generators driven by
the car wheels that also charge the batteries. The capacity of the batteries is
such that the air conditioning can operate only about 30 minutes when the car is
standing. The nature of the service provided necessitates the cars standing at
Anchorage for approximately 6 hours between trips to Whittier. Because the
cars are exposed to the sun during this period, the interior heat causes extreme
discomfort to passengers on the return trip to W hittier. Based on loss of revenue
if cruise ship service is cancelled, the return on investment is 167 percent.

22. Engineer Construction Equipment $950,000
Replace and modernize construction equipment used by the Engineering
-Department. The existing Engineering Department equipment fleet is

inadequate to conduct maintenance and construction programs. Much of the
equipment has been in service so long that frequent breakdowns occur which,
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along with the unavailability of parts, results in high maintenance costs. Safety
is a paramount concern and would be substantially enhanced with the
replacement of older equipment. The $950,000 requested will replace 32 items
which constitutes the highest priority needs and represents only 2 percent of the
construction equipment inventory. Included are generators, compressors, rail
raws, bull dozers, spike drivers, push cars, a tamper, a regulator, and other
items— most of which are over 20 years old and some over 35. Return on
investment varies with the piece of equipment ranging between 12 and 165
percent with an average ROI of 46 percent and payback in 2.3 year.

23. Snow Removal Equipment $900,000

Increased rail traffic and the expansion of van yards at Seward and W hittier
and the new coal transload facility at Seward necessitates the acquisition of
snow removal equipment to ensure prompt clearance and avoid any disruption in
terminal service. The Railroad is confronted with a serious support problem in
this area. Three snow blowers recently had to be retired, and the remaining
fleet is old, unreliable and subject to frequent failures. Of the 18 graders,
loaders, and snow blowers available, 5 were built in the 60's, 12 in the 7G's, and 1
in 1981. The existing snow blowers are single-use machines which are idle most
of the year. This proposes two major items— loaders, incorporating quick
disconnects, snow blowers and buckets to provide versatility in order that they
can be utilized throughout the year in a planned maintenance system. Return on
investment is 40 percent.

24. Purchase One Locomotive Crane $800,000

To replace one of three 1950-era locomotive cranes. All three cranes
(LC-103, 104, and 105) are over 30 years old and in very poor condition and are
past due for heavy overhaul. Virtually all mechanical parts are worn beyond
reclamation and wiring insulation is seriously deteriorated. Parts are no longer
available for these cranes. Due to the advanced state of deterioration of these
units, it is becoming impractical to continue them in a safe, serviceable
condition much longer. The ditcher cranes are required to maintain track
drainage ditches, remove slides, and improve unstable hillsides. The geological
nature of the area through which the Railroad passes is very unstable, requiring
constant clearing of drainage ditches, removal of rocks and mud from tracks and
removing ice glaciers. The Railroad is vulnerable in three widely separate areas
(Healy Canyon, Chase Bluffs, and the Spencer-Grandview). At times slides occur
at all three locations. Serious subgrade and ballast saturation occurred during
1984 when two ditchers were clearing slides and one was in the shop for repairs.
This condition necessitates the purchase of one replacement crane in 1985.
Return on investment is 40 percent.

25. Material Handling Equipment $85,000

Purchase two truck-yard hostlers to replace two yard hostlers on lease at
$16,800 per annum. The Railroad has expanded TOFC/COFC traffic, most
notably SeaWay Express service into Seward and Alaska Hydro-Train roll on/roll
off service into Whittier in 1984. In order to handle this traffic with
cost-effective and reliable yard hostlers, replacement of the two leased
vehicles, which are nearly 12 years old and in poor condition, with two new yard
hostlers is advisable. Under terms of the lease agreement, the Railroad is
responsible for cost of repairs and maintenance of the leased yard hostlers. Due
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to age of these vehicles, downtime for repairs was as high as 20 percent. Parts
are becoming obsolete, necessitating substitute tarts to keep them operating.
Return on investment is 19 percent.

26. Telecommunications Test Equipment $125,000

Purchase of telecommunications test equipment is required to be able to
maintain the Railroad's communication systems within FCC x d industry
standards. Radio lab test equipment will provide a second radio lat position to
service and maintain base, mobile, and portable radios as well as pagers. Th;is
will eliminate the summer backlog of radio repairs which has necessitated an
extra man on train crews because of unrepaired radios. The Railroad has a very
limited amount of microwave test equipment. As the microwave systems age,
outages and reduced performance will result unless an adequate check program is
enforced. Data systems test equipment is needed to isolate problems with
software, hardware, and transmission systems. Estimated annual savings
resulting from crew costs, microwave, and data system savings is $30,000.The
average rate of return on investment for this equipment is 26 percent.

27. Upgrade Radio System $200,000

To improve dispatcher radio communications and install a communication
capability within the Whittier tunnels. The current radio system is severely
congested. 1lhis condition can be corrected by adding multi-channel capacity to
the dispatcher radio system. Trains can then operate on alternate radio
channels. The addition of communications in the Whittier tunnels will enable
train crews to talk to the dispatcher while inside the tunnels. No communication
from within the tunnel (3-1/2 miles) is possible now.

OTHER PROJECTS
28. Passenger Service-Glazing. Platforms. Repair $380,000

To provide improved passenger amenities by upgrading deficiencies that are
principal causes of frequent tourist passenger complaints received by the
Railroad and the State. Specifically these funds will be used to replace window
glazing in sh. Amtrak dome cars ($240,000), improve by constructing or
lengthening passenger platforms at W hittier and Anchorage to accomodate cruise
ship passengers, and selected repair of seating and carpeting.
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THE ALASKA RAILROAD

CALENDAR YEAR 1986 PRIORITY CAPITAL PROGRAM

BUILDINGS

Fuel Station - Fairbanks

ROADBED. TRACK & OTHER FACILITIES

Ballast Placing
Bank Widening

. Rail Lubricators
. Rail/Tie Fastners
. Microwave Radio
. Bridges

. Tunnels

U tility Systems

Eielson Branch Rehabilitation
Hot Box and Drag Detectors
TOFC Terminal Update

EQUIPMENT

Locomotives (5) - Financing Payment
Hopper Cars (65) - Financing Payment
TOFC Cars (30) - Financing Payment
Covered Hoppers - Cement (5)
Engineer Construction

Snow Removal

Locomotive Crane
Telecommunications Test

Locomotive Rebuild (4)

Tank Cars (25) - Financed

Flat Cars - Chain Tie Down (20) Financed
Axle Lathe

Whneel Lathe

Repair One Dock Crane - Seward

OTHER PROJECTS

Passenger Service Projects:

27.

Denali Park Station

28. Remanufacture Ten Cars
2C. Shuttle Improvements

TOTAL

11-84

$100,000
$100,000

1,500,000
800,000
60,000
750.000
250,000
1,000,000
1,000,000
400,000
1,900,000
500,000
1.500.000
$9,660,000

700,000
490,000
385,000
125,000
2,000,000
1,100 000
800,000
100,000
1,600,000
550,000
400,000
100,000
200,000
300.000
$8,850,000

100,000
5,000,000
2.400.000

$7,500,000

$26,110,000



THE ALASKA RAILROAD
CALENDAR YEAR 1906 CAPITAL PROGRAM
BUILDINGS
. Warehouses $100,000

This represents a much needed but fractional part of the start of a
multi-year program to replace or upgrade warehouses. To adequately plan and
budget for the Railroad's warehouse needs, a $90,000 study will be initiated in
1985. This study, which will include a facilities plan and preliminary design for
replacing warehouses, will form a basis cf future capital budget items. Two of
the existing Anchorage warehouses have exceeded their expected service lives
and have serious deficiencies. This $100,000 will be used to fund the highest
priority and most pressing immediate needs commensurate with traffic
projection support in 1986.

ROADBED. TRACK AND OTHER FACILITIES
2. Ballast Placing $1,500,000

Annual restoration of track surface and alignment with ballast is required to
maintain proper track structure in accordance with FRA Track Safety Standards,
maintain safe train speeds, and to prevent accelerating maintenance costs due to
deteriorating track structure. Distortions of track surface which occur due to
frost action, permafrost meit, normal compaction and degradation of ballast
require raising and realigning, and placing of new ballast. Additional select
crushed ballast is used to improve drainage in order to decrease further
distortions as well as prevent lateral displacement of the track structure due to
increased train speeds, increased traffic, and thermal stresses.

3. Bank Widening $800,000

Provide 250,000 cubic yards of aggregate to increase the stability of the
Railroad's mainline embankment, reduce permafrost melt, and prevent waste of
t ushed ballast. Bank widening along the main line has been minimal since the
earthquake repairs of 1964 and 1965. Approximately 250 miles of main-line
subgrade requires widening of shoulders to standard width to maintain the track
to line and grade, provide walkways for trainmen and permit maintenance of the
track structure to FRA standards. Permafrost melt in past years has created a
situation that is self-destructive. Crushed rock in many areas now runs directly
to the bottom of the embankment slope. A critical area is the section from
Dunbar to Happy (a permafrost region) where restoration of shoulders is a must.

4. Rail Lubricators $60,000

Install five rail lubricators to reduce rail wear and improve locomotive fuel
consumption. Tests conducted by AAR, fra FAST, and some Class | railroads
indicate as much as a 40-percent reduction in locomotive fuel consumption as
well as reduced wheel hunting and rail wear from selective rail/flange
-lubrication. The lubricators will extend the life of five miles of rail on curves an
estimated two years, from seven to nine years. The return on investment is 59
percent.



5. Elastomeric Rail/Tie Fastners $750100

To increase rail stability, reduce longitudinal rail movement, and increase
rail life on curves. This takes advantage of the "state of the art" fastners,
commonly referred to as Pandrol plates and clips to provide a cost effective way
of ensuring greater rail safety. Rail rotation on curves in recent years has
increased lateral loading of gauge face which results in increased rail wear, rail
corrugation, gauge widening, and rail rollover. Wood ties, cut spikes, and
standard tie plates are no longer adequate under today’'s wheel loadings. The
Pandrol plates and clips provide a wider base (15-1/2" vs 13") which increases
stability, and provides a clamping force of +- 5000 psi per clip between plate and
rail base. This clamping force also eliminates the need for rail anchors and,
when used out-of-face on hardwood ties, will prevent rail rollover. Derailments
caused by rail rollover in recent years probably could have been avoided if
Pandrol plates and clips had been installed. Funds will purchase Elastomeric
plates, clips, shoulder inserts, "E" clips, anchors, and screws.

6. Microwave Radio $250,000

Provides microwave radio telecommunications between Portage and
W hittier. This will complete the replacement of open wire telephone pole lines
with microwave over the entire main line. Besides removing the need for a pole
line from Portage to the tunnels, it eliminates the marine cable in the tunnels
and beyond to W hlittier which were placed in the 40's and about reached the end
of their useful life. This microwave will avoid replacement of the pole line and
‘wine cable at a cost of $200,000. The microwave will provide a higher
capacity, more reliable and secure system. The return on investment is 1/0
percent with a payback in 1.25 years.

7. Bridge Program $1,000,000

Funds are reguired for the cyclic replacement/renewal of bridges and
culverts along the railroad trackage. The 1986 program includes major
maintenance or renewal of 16 bridges and 30 culverts. Included is major pier
work on Bridge 264.1 (Susitha River at Gold Creek) and Bridge 86.6 (Bird
Creek). Repairs and maintenance are necessary to maintain bridges, culverts,
and tunnels in a safe condition for rail traffic. Replacement of bridge timbers,
culverts, and timber supports is necessary on a 30-year cycle, depending upon
the quality of original materials, local environmental conditions and special
circumstances, such as fires and accidents. These expenditures will minimize
the requirements for placing slow orders which cause increased running time and
operating cost.

8. Tunnel Program $1,000,000

This is phase three of a multi-year program to rehabilitate the tunnels south
of Portage between milepost 51 and 53. The completed project will result in
reduced maintenance costs, increased operating efficiency, and the minimizing
of operational hazards. Winter icing problems require constant maintenance and
the ever present threat of accidents. Tunnel supports need replacement and
extension to prevent rock falls. Overhanging rock slopes which are unstable
must be removed and stabilized. Avalanche hazard areas also require structural
protective measures. Tunnel clearance will be increased to allow standard
clearance in the tunnels. These tunnels are subject to continuous water problems
that have deteriorated the track structure, necessitating reconstruction of the
roadbed and track. The tonnage increases brought about by TOFC movements



and the expert of coal require the upgrading of these tunnels to an acceptable
level for safe and efficient operating conditions. An engineering design contract
was funded in the FY '84 budget, and phase two was funded in CY '85 budge*.

9. Utility Systems $400,000

This is part of a multi-year program of replacement of 30-plus year old
electrical, water, sewer, and heat distribution systems. The $400,000 in 1986
will concentrate on meeting EPA and QSHA requirements which the Railroad
considers as high priority. Utility systems in Anchorage, Fairbanks, and W hittier
Yard areas have exceeded expected lives. Corrosion to pipes and valves,
breakdown of electrical insulation and related aging problems are causing
frequent maintenance efforts, energy waste and dangerous working conditions.
Asbestos pipe insulation, PCB oil in electrical gear, and non-code construction
also requires replacement of these systems. This modernization will reduce
costs, reduce losses due to outages, and remove health and life safety hazards.
The return on investment is 34 percent.

10. Eielson Branch Rehabilitation Phase Il $1,900,000

Current traffic projections over the portion of the Eielson Branch from
Fairbanks to the North Pole Refinery are 575,000 revenue tons in 1985 and
850,000 revenue tons in 1986. This is an increase from 375,000 revenue tons in
1983 and 450,000 revenue tons in 1984. Between MP 6 to MP 18 there are 9.6
track miles of 75# rail with 16" joint bars. 150 non-control cooled rail is
inadequate for present loads. Increased traffic and speed requires a heavier
section for safety. The subgrade for the entire length is substandard. Certain
locations would require additional shoulder material. The spacing is 20 ties per
39' rail. Fixed elevations would require a combination of undercutting and
plowing. To be able to maintain this portion of track with the increase tonnage,
it is necessary to rehabilitate this line. The work includes relaying 9.6 track
miles of 75# rail with 115# rail, insulating subgrade, adding additional material
to bring the subgrade up to standard width, sledding (plowing out old pitrun
ballast), adding/replacing ties, placing ballast and surfacing track. A" North
Pole, the only auxiliary track the Railroad has for switching cars is the
1,500-foot North Pole siding. For the projected volume of traffic, an additional
4,000-foot siding is needed between North Pole and the refinery. The projected
traffic will require the Railroad to handle one loaded and one empty 50-70 car
train at a time near the refinery. The proposed track will reduce the switching
time at the refinery.

This work is a two-phased project; the first phase included the rail relay and
the siding at North Pole, this second phase includes placing shoulder material,
sledding, tie renewal, placing ballast and surfacing the track.

11. Hot Box and Drag Detectors $500,000

This funds 5 of 12 hot-box and drag detectors the Railroad proposes to
install in 1986, 1987 and 1988. The State sponsored SVERDRUP ARR
engineering evaluation conducted in 1984 also recommended 12 be installed. The
purpose of these detectors is to warn of wheel ano bearing overheating and of
equipment dragging on a moving train. By pinpointing the source of the defect in
the train consist, the problem car can be set out before it causes a derailment.
Qn the basis of preventing only one major derailment over a two-year period



costing $750,000 and equating to the total capita! cost of 12 detectors, the
return on investment is 85 percent.

12. TOFC Terminal Upgrade $1,500,000

The substantial increase in roll-on roll-off trailer traffic through Seward
and W hittier in 1984 and anticipated greater level of this traffic in 1985 and in
the future dictates an upgrading of TOFC terminal facilities, especially at
Seward and W hittier. These finds will be used for paving, van packer storage
facilites, and upgrading of the Railroads terminal facilities at Whittier, Seward,
Fairbanks and Anchorage, with priority to Seward and W hittier. It is essential
that the Railroad upgrade these terminals in order to retain this important
traffic, increase safety, and improve the level of effectiveness and efficiency.
Specifically the paving and upgrading will:

1) Increase productivity and efficiency in the operation of the van
terminal,

2) Reduce damage to trailers and ladding resulting from soft surface
causing loads to tip over;

3) Reduce damage to landing gear because of sinking into the ground;

4) Increase life of equipment (van packer, jockey trucks, forklifts) because
dust will be minimal;

5) Provide a smooth operating surface thus minimizing vibration and
resistant force in travel thereby increasing the life of equipment;

6) Increase handling capacity of van packer because of hard surface;

7) Increase safety in operation on hard surface as opposed to uneven
gravel surface;

8) Reduce possibility of dropping trailers or containers attributed to
uneven surface;

9) Reduce surface maintenance cost of grading.

EQUIPMENT
13. Purchase 5 New 2800HP Locomotives $700,000

Acquisition is essential to provide motive power for export coal trains
operating between Healy and Seward in 1985 and subsequent years. The
Railroad's current fleet of locomotives is not sufficient to provide power for the
new export coal service. During the past summer (1954), an average of 90%
(approximately 51 units) were dedicated to use in performing the existing
business. Of the remaining 10% (6 units), 4% (2 units) were undergoing major
repairs, and 6% (4 units) were receiving minor repairs and necessary periodic
.maintenance and service. During the summer’s peak periods, gravel trains were
frequently delayed as there were no units available to replace gravel train
locomotives that required refueling or servicing. The purchase of 5 new
locomotives will provide the minimum proposed consist of 5 units in this export



coal service. The alternative of acquiring used locomotives was considered but
ruled out in favor of the GP-49 2800 HP locomotives, four of which were
purchased in October 1982. The GP-49, first built in 1982, incorporates the
latest “state of the art" improvements providing dramatically increased pulling
power making them ideal to meet the hill grades the coal train will encounter.
Return on investment is 25 percent. Locomotives will be purchased in 1985; this
constitutes the annual payment of principal plus interest.

1/'. Purchase 65 100-ton Hopper Cars $490,000

Acquisition is essential to support export coal train se’vice between Healy
and Seward. The export coal train will require 65 cars per train. With this one
set of cars, the train will operate three times a week. The type of car is
compatible to the hopper cars used in North-end coal and Palmer-Anchorage
gravel service, thus allowing interchange with present equipment. The existing
hopper-car fleet is used to full capacity during the spring-summer-fall seasons.
Failure to acquire these additional cars will necessitate allocation of the present
fleet between coal and gravel service during the spring-summer-fall season and
will endanger the Railroad's largest revenue commodity due to the inability to
furnish rolling stock. Nonacquisition of these cars will also result in use of older
high-maintenance cars for winter service. Maintenance cost of new cars is
estimated as 3.4 cents per mile compared to approximately 8.0 cents for older
cars. Return on investment is 26 percent. Hopper cars will be acquired in 1985;
this constitutes the annual payment including principal and interest.

15. Acquire 30 Intermodal Platform Cars $385,000

Acquisition necessary to support increased TOFC service on all major
segments of the Railroad's main line. This purchase involves 30 intermodal
platform cars, each capable of moving three trailers of 27 to 50 feet and
weighing up to 100,000 gross weight pounds per trailer. This will enable the
Railroad to market trailers with heavy loads and thus take advantage of the 48' x
102" equipment presently entering the market. Several other benefits will
accrue upon acquisition of these cars. The Railroad would return to the owner
13 cars now on daily rental, saving $118,625 annually. An additional 10 cars
leased by Alaska Hydro-Train would be released saving $72,885 in annual mileage
payments. Acquisition of these new cars would permit the reduction of one train
weekly to W hittir. 'd one to Seward saving $699,190 annually. Total annual
savings is approximately $900,000. Return on investment is 24 percent. Cars
will be acquired in 1985; this constitutes annual payment including principal and
interest.

16. Acquire 5 Covered Hopper Cars $125,000

Cars are needed to meet current and projected cement traffic. For the past
four seasons, the demand for cement movement has consistently been in excess
of the Railroad's ability to supply covered hopper cars. The Railroad's need is
for 10 cars of which 5 will be acquired in 1985 and this requests 5 in 1986. In
1984, the Railroad had to lease 7 additional cars at $20 per day. Kaiser Cement
Company also leased 5 cars. These temporary arrangements are more expensive
for both parties and there is no assurance they can be leased in future seasons.
The revenue loss is at least $285,000 annually due to equipment nonavailability

- based on 5 cars per week at $3,000 a car over a 19-week season. Return on
investment is 200 percent.



17. Engineer Construction Equipment $2,000,000

Replace and modernize construction equipment used by the Engineering
Department. The existing Engineering Department equipment fleet s
inadequate to conduct maintenance and construction programs. Much of the
equipment has been in service so long that frequent breakdowns occur which,
along with the unavailability of parts, results in high maintenance costs. Safety
is a paramount concern and would be substantially enhanced with the
replacement of older equipment. The $2,000,000 requested will replace 37 items
which constitutes the highest priority needs and represents about 2 percent of
the construction equipment inventory. Included are generators, compressors, rail
saws, bull dozers, spike drivers, push cars, a tamper, a regulator, tie machines
and other items— most of which are over 20 years old and some over 35. The
average return on investment is 46 percent.

18. Snow Removal Equipment $1,100,000

Increased rail traffic and the expansion of van yards at Seward and W hittier
and the new coal transload facility at Seward necessitates the acquisition of
snow removal equipment to ensure prompt clearance and avcid any disruption in
terminal service. The Railroad is confronted with a serious support problem in
this area. Three snow blowers recently had to be retired, and the remaining
fleet is old, unreliable and subject to frequent failures. Of the 18 graders,
loaders, and snow blowers available, 5 were built in the 60's, 12 in the 70's, and 1
in 1981. The existing snow blowers are single-use machines which are idle most
of the year. This purchase includes two graders, two all terrain haulers with 27
cubic yard capacity and one self-contained quick disconnect snow blower to be
attached to an existing loader. Return on investment is 40 percent.

19. Purchase One Locomotive Crane $800,000

To replace one of three 1950-era locomotive cranes. All three cranes
(LC-103, 104, and 105) are over 30 years old and in very poor condition 3nd are
past due for heavy overhaul. Virtually all mechanical parts are worn beyond
reclamation and wiring insulation is seriously deteriorated. Parts are no longer
available for these cranes.Due to the advanced state of deterioration of these
units, it is becoming impractical to continue them in a safe, serviceable
condition much longer. The ditcher cranes are required to maintain track
drainage ditches, remove slides, and improve unstable hillsides. The geological
nature of the area through which 'she Railroad passes is very unstable, requiring
constant clearing of drainage ditches, removal of rocks and mud from tracks and
removing ice glaciers. The Railroad is vulnerable in three widely separate areas
(Healy Canyon, Chase Bluffs, and the Sj encer-Grandview). At times slides occur
at all three locations. Serious subgrade and ballast saturation occurred during
1984 when two ditchers were clearing slides and one was in the shop for repairs.
This condition necessitates the purchase of one replacement crane in 1985, and
one in 1986. Return on investment is 40 percent.

20. Telecommunications Test Equipment $100,000

Purchase of telecommunications test equipment is required to be able to
maintain the Railroad's communication systems within FCC and industry
standards. Radio lab test equipment will provide portable field equipment to
service and maintain base, mobile, and portable radios as well as pagers. The
Railroad has a very limited amount of microwave test equipment. As the



microwave systems age, outages and reduced performance will result unless an
adequate check program is enforced. Data systems test equipment is needed to
isolate problems with software, hardware, and transmission systems. Estimated
annual savings resulting from crew costs, microwave, and data system savings is
$18,100. Return on investment is 26 percent.

21. Rebuild Four Locomotives $1,600,000

Rebuild and upgrade four obsolescent locomotives to modern standards. The
current locomotive fleet is capable of supporting planned service only if all units
are serviceable at least 90% of the time. The oldest "second generation" power
is the five GP-40's purchased from Conrail. These units will be 19 years old in
1986. One has already been virtually destroyed by fire and the wiring on the
other four is in such bad condition that electrical fires are a constant
probability. These units must either be replaced or rebuilt and upgraded. Our
choices are:

1) Rebuild and upgrade all four units now at $400,000 each and then
replace them in 10 years or,

2) Replace these four units as they self destruct, estimated to be one per
year for the next four years.

Based on the present value (as of 1986) of the ten-year costs of the two options,
option once costs #3.21 million and option two is $3.87 million, therefore, the
best option is one which realizes a savings of $666,000 by rebuilding four units in
1986.

22. Purchase 23 Tank Cars $350,000

Acquisition is necessary to support steadily increasing petroleum traffic
from the refinery at North Pole to Nenana, Anchorage and Seward. Volume is
expected to double in 1986 and increase by 50% in 1987. Also, in addition,
expansion of the refinery at North Pole, the Railroad needs to replace 10,000
gallon equipment which has exceeded the economic age limit for tank cars.
Failure to acquire this equipment will result in loss of revenue due to the
inability to handle additional traffic and the increased cost of handling the
additional traffic because of movement in smaller 10,000 gallon units.
Additional revenue expected from acquisition from this equipment will be
$1,600,000 annually. This funding covers down payment and first year’s payment
plus financing charges and freight.

23. Purchase 20 Chain Tie-Down Cars $400,000

Cars are required to support additional roll-on roll-off business which is a
result of the initiation of this type service by SeaWay Express and Alaska
Hydro-Train. Need for cars has been further increased by market; developed
since 1983 using present chain tie-down equipment. These cars eliminate
approximately 80% of labor used to place machinery or vehicles on these railcars
as compared to existing equipment and this results in savings for both the
Railroad and the customer. Heavy duty features on these cars will also make the
Railroad more competetive in the oilfield products market. Additional revenue
expected from acquisition of this equipment is $720,000 annually. This finding
covers down payment and first year's payment plus financing charges.



24_. Axle Lathe $100,000

To increase axle machining capacity. Due to increased car and locomotive
mileage, the Railroad is unable to k“ep up with the demand for new axles using
the existing machine. The only practical alternate to buying an additional
machine is to ship in completed wheel/axle sets. Mounted axles take up a lot of
space and only 24 can be shipped on a 50 foot car at $66/foot on the barge.
Axles can be shipped 140 to a car for the same price. Thus the shipping savings
are enough to pay for the machine within three years. Return on investment
based on a 25 year life of the machine is 62 percent.

25. Wheel Lathe $200,000

To maintain compliance with Association of American Railroad's
regulations, an adequate wheel lathe is necessary. The existing Niles wheel lathe
is worn to the point that the Railroad will not be able to continue to produce
acceptable wheels (per AAR standards). The Railroad can buy a new lathe,
rebuild the old, or send the work out. Sending out is not practical because barge
costs alo.ie would be $500 per wheel set. A new lathe will cost about one million
dollars and require a new foundation. Rebuilding the present machine (and
updating it with numerical control) will cost from $200,000 to $600,000. The
rebuild can be done on a unit exchange basis keeping down time to an absolute
minimum. The rebuilt machine will use the same foundation as the old machine
- an additional advantage. Return on investment is 54 percent.

26. Repair One Dock Crane $300,000

The Railroad has two 45-ton Gantry cranes on the Railroad dock at Seward.
One was built in 1941 (Colby) and one in 1942 (Washington). The Colby crane was
recently moved to the west side while the Washington crane serves the east
side. While not used extensively, both must be operable, since they are not
mutually supporting each other. The options, on the older crane (Colby) are to
replace it or rebuild it. However, to retain these options for future
consideration, action is required in 1986 by repairing the crane housing in order
to protect the machinery and perform a careful inspection. A complete
rebuilding is estimated to cost about 40 percent of replacement cost. These
funds are to protect the crane, perform a thorough inspection, and repair or
rebuild to the extent funding will permit.

¢« OTHER PROJECTS
PASSENGER SERVICE PROJECTS:
27. Denali National Park Station $100,000

To improve efficiency and safety of handling passengers and baggage at
Denali National Park Station, to reduce train stopover time for loading, and to
improve employee productivity. The station at Denali Park has been in operation
for several decades without major improvement or upgrading. As many as 750
persons may utilize the station and its plaforms within a 30-minute period. In
addition the movement of their baggage is a major commitment. This program
will allow for design and construction of improvements to:



a) facilitate baggage handling in shorter time in a more efficient manner,

b) provide safety barriers and "cue-up" lines for patrons to utilize while
waiting for train arrivals,

c) pave and otherwise improve the loading ramps and platforms used by
the public.

Completion of these tasks will greatly reduce or eliminate a major safety hazard.
28. Remanufacture Ten Passenger Cars $5,000,000

Upgrade and improve service by remanufacturing ten passenger cars used in
the provision of public transportation, thus reducing public discomfort,
deminishing equipment failures, lowering operating costs, and extending the fleet
life by 10-15 years of additional service. The Corporation will remanufacture
ten passenger cars to modern specifications and standards intended to assure a
service life into the 21st Century. A contract will be sought with a major
Outside manufacturer for this service. Present equipment averages 35 years of
age and is worn-out. Unless remanufactured or replaced public convenience and
safety will require its retirement by 1987. The seasonal nature of Alaska rail
service demands, and the reduced cost (by 60%) as compared to purchasing new
passenger cars make this approach feasible. The remanufactured cars will be
compatible with ten other cars similarly overhauled in 1981. In future years, the
remaining cars in the fleet will be remanufactured.

29. Shuttle Improvements $2,400,000

Improve stationary and equipment facilities on W hittier-Portage Shuttle to
acommodate public demand and improve basic acommodations to a level of
minimal comfort. The project will provide paved assembly and parking areas,
security fencing to eliminate theft and vandalism to vehicles, improvement of
loading ramps, installation and improvement of area lighting, provision of small
covered shelters for foot passengers waiting on trains, installation of "cue lines"
for vehicles awaiting transportation to/from Marine Highway System, purchase
of one modern shuttle coach, rebuilding of two shuttle baggage and power
generator cars, and addition of updated safety lighting and power hookups to 14
flatcars used for movement of vehicles on Shuttle trains.

The very basic facilities in use in Portage reflect an era when only 20% of
the present public business was carried. Whittier ground facilities are
non-existent. During the next 5-10 years this service is expected to grow by
about 100% and provides the only public land access to W hittier and the Marine
Highway. These requested improvements, long overdue by most evaluations, are
the result of user requests and analysis of the needs in order to provide the
minimum level of decent public service by the Shuttle trains.



November 27, 1984

Under the terms of AS 42.40.280 a State Oversight Report most be
provided before undertaking an application -for an appropriation to be
used tor providing any service that is not self-sustaining.

The Corporation has determined that the provision of the present level
of passenger train services to the general public is not
self-sustaining and that approximately $1.7 million in CY-85 and $1.9
million in CY-86 will be needed to cover the total operating costs far
this service.

To comply with the Alaska Railroad Corporation Act, this report
addresses the requirements of AS 42.40.280. The Corporation, however,
is deferring any actual request for a subsidy for later action. A
separate explanatory statement is being submitted detailing the
capital budget request for $7.5 million in the CY-86 Corporation
budget related to the continued provision of passenger service.

Sec. 42.40.280 (b)

“"The report....shall be in writing, describe the proposed undertaking
in detail, and specify”
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THE ALASKA RAILROAD CORPORATION
PASSENGER SERVICES

General Description of Passenger Program

EOE R I Sk b b e o b e o e e o

Two classes of service are presently provided:
1. Scheduled passenger service and charter trains.

2. The Anchorage-Portage-Whittier "Shuttle™.

THE WHITTIER SHUTTLE

Since 1967, the Shuttle has been supported in part by a contract with
the State of Alaska which provides for payment of operating losses,
and—- to a very minor degree-— equipment costs. This became a full

service contract about 1978.

Since about 1980, the state has limited payments to $150,000 annually
by requesting that amount of appropriation or limiting the budget item
to that amount. The program is under contract with the Department of
Transportation and Public Facilities (DDT&PF). The present contract
will expire April 30, 1985. Because the Corporation is a state
entity, this contract will be combined into the overall passenger
service program of the Railroad after January 5, 1985.

Due to increased service frequency requested by the State in recent
years, and increased internal costs to the Railroad, the operating
subsidy amount is substantially inadequate. Our estimate is that the
present $150,000 will be exhausted by February 19E5.

This service earns a considerable surplus during the period from

mid-May to early September, when tourism and recreational uses of
Prince William Sound are at their peak. At other times it 1iIs very
lightly patronized, primarily by those having business in Whittier or

who reside there.
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The 1984 Legislature was requested by the D /&PF to provide *1 million
for use in improving the worn out equipment on the Shuttle. $600,000
was appropriated. This money 1is now available and the department and
the Railroad are jointly working to seek appropriate equipment
improvements which can be accomplished for this amount. These Tfunds
will be expended on shuttle improvements, and their expenditure has
been considered in conjunction with the Corporation®s capital request
for passenger improvments in CY-86.

The estimated amount of subsidy funds for operating assistance to the
Shuttle in CY-85, based on FY84 service levels and no expansion of
them, is $225,000.

SCHEDULED PASSENGER SERVICE AND CHARTER TRAINS

Passenger trains operate year-round from Anchorage to Fairbanks. From
mid September until early May (about seven months) these trains are
operated on a round trip basis once a week. During the remaining Tfive
months the trains operate daily between these cities.

One out of every five visitors to Denali National Park arrives or
departs by an Alaska Railroad train. The demand for train seats
outstrips our capacity an many days each summer. Listings in major
tour publications and an active role in the State"s tourist industry
groups 1is maintained.

While summer tourist service does operate at a loss and returns no
capital reserve funds, the amount of losses are small compared with
those of other world railways. Well over 7051 of the operating costs of
this service are returned in fares, while the U.S. standards for
Amtrak are presently 527. revenue dgenerated and in Canada about 4051
fare incomes.

Excluding capital and equipment replacement costs, the trains suffer
operating losses of varying intensity:

——————— During 1984, the loss by the Railroad for each passenger in
summer months was about $4.79.

——————— During 1984, the lossby the Railroad for each passenger
carried in the other months, when once-weekly service 1is operated,
approximated $294.85.

WHO RIDES ALASKA RAILROAD ANCHORAGE-FAIRBANKS TRAINS?

The summer daily trains cater almost exclusively (over 907.+ of the
ridership) to visitors to Alaska, part of the second largest cash
industry of the State. They also serve, as an adjunct, rural and
remote area citizens of Alaska who have no other means of access to
their homes. This service is under extreme pressure for increased
capacity, and improved comfort levels. The Railroad presently has only
a limited ability to meet that demand. Despite this limited capability
to expand and absolutely no promotion by the ARR, the ridership
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increased 16.87 « 1984 (nearly 237. i-f the privately owned Tour Alaska
Inc. luxury car* Are included).

Winter service, conversely, serves almost totally (987.) the rural and
remote area residents of Alaska who live near the tracks. These
residents travel only an average of 20-30 miles by rail -from the

closest road. Yet they are dependent on the railroad.

As -few as 269 passengers rode these trains in an entire month during
the winter oF 1983-84 -for a total of about 35 passengers an each one
way train, which travels a route of 356 miles! It is no surprise that
the per passenger out-of-pocket loss in operating this service is
$294 .85. In seven months of FY84 agrand total of 2772 passengers rode
the trains north of Anchorage!

CRUISE SHIP SERVICE FOR THE TOURIST INDUSTRY

In 1982 a few test dockings at the Railroad’s Port of Whittier proved
the popularity of cruise ships bringing their passengers to Interior
Alaska. This was the first breakthrough from the tradition of
operating cruise ships only as far north as Skagway or Juneau.

In 1983, about 10,000 new passengers— all cruise ship patrons- rode
chartered trains to Anchorage from Whittier. An equal group departed
from Whittier, providing nearly double the tourism impact of

round-trip tourists.

In 1984, this business improved again, with several dozen cruise ships
representing two major tour operators using Whittier. Over 20,000
visitors shared the spectacular trip to or from Whittier by train to
access their ship.

For 1985, a third company has scheduled arrivals in Whittier and an
additional 10-12 thousand passengers are expected from this service. A
spinoff of the popular business is a number of arrivals by Cunard
Lines~” "Sagaf jord"™ at the Port of Anchorage in 1985. Approximately 407.
of these passengers are expected tc book passage on the Alaska
Railroad trains to Denali Park and Fairbanks.

This service returns most of the railroad"s out-of-pocket costs, and
is serving as a major catalyst for the tourist industry in the heart
of southcentral and interior Alaska.

A major problem is that the equipment used for special and charter
service is old and must either be replaced soon or subjected to a
major rebuilding by a shop outside Alaska.

The Railroad is at the point where a "GO" or “NO GO"™ decision must be
made to either withdraw from this service soon or to invest
substantial capital in equipment improvements.

OTHER SPECIAL TRAINS

A  number of other special trains, mainly patronized by Alaskans, are

operated in charter for groups or individuals, or operated as a
“"railroad" special *>"ain.
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These include several trains a year to the Seward area- Salmon Derby,
4th of July; the State Fair of Alaska <2-3 trains); Nordic Ski Club,
to the Kenai Mountains (4 trains with 700 passengers each); Railroad
Week to the Palmer Transportation Museum; corporate charters -for
employees or VIP"s; special party trains by groups to Whittier,
Seward, and to the north; etc.

These trains are priced and marketed at a profit to the Railroad in
operating costs, but not to return capital costs.

Occasional official trains are operated, such as for the 60th
Anniversary of the Railroad, an anticipated special program for the
State on January 5-6, 19S5, or for promotion of Alaska or the railroad
as a transportation carrier.

SPECIFIC REQUIREMENTS OF A STATE OVERSIGHT REPOR»

Sec. 42.40.280 (b) (D)

The financial impact on the corporation is detailed in the attached
statement of estimated income and expenses from our passenger service
program in Calendar Years 1985 and 1986.

Losses of $1.7 million and $1.9 million are projected by operation of
the same level of service as that which was offered in 1984.

Sec. 42.40.280 <b) (2)

The nature and level of the services provided passenger patrons of the
corporation will not be affected if the <corporation undertakes
commitment of funds iIn the amounts stated above.

Sec. 42.40.280 <b) (O3)

The action of providing an operating subsidy for passenger services 1is
necessary and desirable because:

a. Services have been publicized and announced throughout the World
for 1985 in conformance with the needs and practices of the tourism
industry.

b. Elimination and/or reduction of passenger services below their
present level would be a major blow to the total Alaska tourist
industry.

C. Elimination and/or reduction of passenger services to Alaska
citizens residing in remote or "bush™ Jlocations served only by the
corporation would result in extreme hardship for these persons, in
some cases of a life-threatening nature.

d. The provision of land access to Whittier would br; severely
restricted and reduced, and fares would rise substantially, during
seven months each year when most of the traffic on the Shuttle trains
is by Whittier residents.
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Sec. 42.40.280 ()

The passenger services provided by the corporation are not expected to
become self-sustaining financially during the next five years.
Passenger service worldwide is operated basically as a public and/or
social service. The present level of corporation service requires a
much lower ratio of subsidy funding versus income from the service
than elsewhere in North American and the World generally. The
corporation”s goal in continuing this service is to provide quality
services at a realistic public cost to support essential access for
Alaska citizens, and as a catalyst to the fast-growing statewide
tourist industry.

Sec. 42.40.280 (b> (5)

While the corporation is presently not requesting an appropriation for
the purpose of providing passenger service that is not Tfinancially
self-sustaining, the likelihood of future application is strong.

The Act requires that the amount of any appropriation be calculated in
accordance with United States Interstate Commerce Commission (ICC)
standards for determining rail service subsidies.

Such standards do not presently exist. At one time, prior to the
Staggers Rail Reform Act of 1980, the ICC did have certain regulations
in effect which dealt with passenger subdidy computation. These were,
however, designed for metropolitan area commuter rail service which 1is
not directly comparable to Alaska services. These standards were
repealed in their entirety in 1980.

In addition, the ICC standards provided for full cost recovery by rail
carriers, plus management fees and profits. The corporation®s
computation of its pasrenger costs do not claim recovery of general
overhead costs, costs for use of capital, or management/prof it fees.
Therefore, the corporation”®s level of subsidy is significantly below
any which would result from using the old I1CC standards.

Because no standards do exist, the <corporation believes that this

provision of the Act does not apply to the passenger services which it
provides within Alaska.
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THE ALASKA RAILROAD CG,x. .JRATION

Capital Budget Request CY-B5 & CY-86
Passenger Services

November 27, 1984

The Corporation is requesting an appropriation for capital
improvements during Calendar Years 1985 and 1986 which includes $7.5
million tor projects within the passenger services tunctions ot the
Railroad.

Summarized, those funds will be expended as fallows:

a. $100,000 for improvements to the station facilities at Denali
National Park.

b. $2.4 million for station and terminal 1iImprovements, and rolling
stock improvements, to the Whittier to Portage "Shuttle" service.

C. $5 million for remanufacture of ten (10) passenger cars from
1950-era equipment which 1is essentially worn out.

These improvements are the first phase of a general upgrading of the
passenger service facilities and equipment on the Alaska Railroad.
Except for a $4 nmillion investment by the Congress in 1981, the
railroad has never invested in a major upgrading of their passenger
facilities. The 1950-era car fleet was acquired used in 1971 and is
essentially intact, as-built, in service.

Unless investment is made in the above projects, public safety and

comfort will be jeopardized and the corporation®s ability to provide
service at its present level will be significantly reduced.
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THE ALASKA RAILROAD CORPORATION

PASSENGER SERVICES ESTIMATED DATA
INCOME & EXPENSE

<$ 000)
CALENDAR CALENDAR
YEAR YEAR
1985 1986
EXPENSES BY DEPARTMENT
TRANSPORTATION 3450 3950
MOTIVE POWER/EQPT 1785 2040
MARKETING 180 205
CATERING 375 425
ACCOUNTING 50 58
TRACK MAINT. 405 450
TOTAL OP.COSTS 6245 7128
TOTAL REVENUE * 4520 5215
SERVICE LOSSES 1725 19 J3

* - ESTIMATED REVENUE AS OF 11/21/84 BEC

NOTE: THIS STATEMENT INCLUDES A_A.R.
OPERATING COSTS ONLY. CORPORATE OVERHEAD
AND CAPITAL INVESTMENT COSTS ARE-NOT
INCLUDED.

ALL PASSENGER SERVICE INCLUDED.._.MAINLINE,
SHUTTLE, SPECIAL & CHARTER.
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PRESIDENT'SLETTER

U nlike New.Y cars resolutions, business goals and -
objectives are made wiHt (lie thought-in mind
that they will Imp met; not. broken. lant happy

» toreport that after one year of operation as a
stale-owned corporal ioti, the Alaska I&tilroud has ah'
impressive scorecard based <m llie goals we set 'out to
achieve. Ami it isa Irend we expect to continue in lhe
coming years.

(If course, none of this would lie possible without
the hard work of t.lie corporation employees. Their
dedication to the Alaska Ituilrnud makes it possible for
Ihe cor|fl>ralion to a«bieve its objectives.

The overall goal of 1The Alaska Railroad Corporationl

is to foster and promote long-term economic growth and
.development in Alaska by providing transportation ser-
vices’on a self sustaining basis,“it Competitive rates. and
al Ihe same time generate sufficient funds to upgrade
and maintain the physinrfT intej»rity of the railroad.

To achieve that c/erall goal, 4 IhrOe-year plan was
developed that includes an extensive marketing program
to increase our revenue* coupled with an iintense effort
to si reai.nline our operal mns to redlce our expenses. The
result. we believe, will lie agiplo funds to reinvest in e

B

modernizing the'i‘ailroail including purchasing new
equipment, upgrading tbu track anil roadbed, andl
improving our physical plant.

Tin* marketing objectives of our plan include
increasing our revenue from petroleum products and our
piggybac'kJiaHer service*. In IfISAwe added two new
trains that give priority service to these customers,

e increasing petroleum revenues by In percenl and fiiggv

back revenues by 20 percent.

In addition, we plan over Ibree years to reduce.our
losses from passenger service. No railroad makes money
on.passenger service and tlie Alaska Railroad is no
exception, recording losses of million in IfISA \l iih
the purchase of two new rail diesel ears in'late IfISX We
exjiect to cut those losses by saoo.dtip in PIHti alone.

Whijle we were idtempling to boost our revtmues, a
.major plan was underway to cut expdtos"S.by «
jmpjem’pnting new cbmputejrizod accounting, personnel,
procurement; supply, rail car distribution and preventive
maintenance* programs. Most of Ihe.work had beep com-""
pleted by year end. The remainder of tlieefforf should
be complete in IbSfi.



V  Two significant cutl'un'ks outlined in diir thjemvear
plan arc reduction of our vehicle finer hy 2%»percent anil
fl*i(liclion ol'our expendable,inx cutor\ h\ :|() percent. H\
lilt* dose of the first year-we had cut onr vehicle Heel P*

peiTcnl and \vhitfind our expendable inventory. *
including track material.h\ IS percent. Mosiql these
items were s'old at public auction. adding oxer SI million
to oirr cash revenue. >

(‘snr most ambitious objectixcs in the;three xear
plan are capital expenditures needed in modernize
eijuipmept, improve efficiency. anil maintain the
physical integrity of tlierailroad. ' /

Kquipmcni purchases planned'an>4”" new
locomoli\esand-|I-") new rail c;us. In Ift.s"p-bought
fixv locoirtot ives and [>new rail cars Tor ;i total of su
million. We also plan to replace our old. inefficient con
struct ion equipment. In WS'i we spent SHittrj.JIttU and \v.ill
purchase another-Sd million worth in 1I>Sti.

All of these efforts would he Iryit loss if we did not
pledge to deVote significant liulc'and money to maintain
inpour track arid roadbed. Wespent more on track
upkeep in MtS.Tihan at any time in the railroads recent
history for instance, more utiles of rail Were replaced

*

mthis year than follow ing tlie lhlvi earthquake wim h
utilised SdO million in damage to therailroad.
n With qur.mpressi\e M-oreeanl of goals set and
theft achieved, (lie Alaska lipiiroad t orpotalioii is well
<ii it-wax to fulfilling fliew.lream that inspired so ninnx
j» “?\laskans to push for il» pun 1
iB from the fedora] government
- J Thon”x-ore.as expected, a le
mL& I HM ijl lrials and faj™e stints in lits'.,
n | M and IbSii promises ti,lhold its
*SSuKKk A mz J* share ofchallenges. |lu| lam
JH confident lliex can all be mot

TYank ti. Turpin

President and
(®(Ji/'K\*<>niixe <Ml'icer



or tho Alaska Railroad Corporation, 1985 was a

year of changes.

Change is inevitable in any business. It isa

natural part of growth. However, for the Alaska
Railroad Corporation, 1985 was a year of changes
unlike any the Alaska Railroad had ever experienced.

The first and most dramatic change came within
the first week of 1985, when on January 5 ownership
of the Alaska Railroad was officially transferred from
the federal government to the state of Alaska.

That transfer of ownership set the stage for many,
many more changes, from management and personnel
to policies and procedures. And with those changes a
foundation was laid for the prosperous development of
the newly formed Alaska Railroad Corporation.

Alaska naid the federal government 522.3 million
for the Alaska Railroad. That purchase price included
655 miles of track, 38,000 acres of land including all
rights-of-way, 1,545 units of rolling stock including
locomotives, freight cars and passenger coaches, and
four terminal facilities, one each in Seward, Whittier,
Anchorage and Fairbanks.

ANEW CORPORATION

Transfer of railroad ownership to Alaska was
made possible by the Alaska Railroad TVansfer Act
(ARTA), enacted by Congress in 1982. In 1984 the
Alaska legislature adopted the Alaska Railroad Cor-
poration Act (ARCA), establishing it as a public cor-
poration of the state that would act as a separate,
profit-making entity.

OnJanuary 5, 1985, as a result of the transfer, the
federal railroads financial books were closed. On
January 6 the new state corporat”n technically began
business with no operating funds, Ib meet the railroad’
immediate money needs, the state legislature allocated,
in addition to the sale price, a one-time startup fund of
$10.9 million. The money was used to meet the cor-
poration’ first month’ payroll and to continue several
capital improvement projects that had been initiated
under the federal system.

Within its first month of operation the new
Alaska Railroad Corporation showed a profit, and
continued to do so through the end of the year. In its

first year of operation
understate ownership,
the Alaska Railroad
Corporation netted
$7.1 million,
among the largest
gains recorded
by the railroad
in its 62-year
history.

_JohnRiley, Federal

Railrced Administrator,

and BillSheffield, Governor

ofAI% signedan agreement
JanuaryS, 198btotransferthe Alaska
Railroad fromfederal tostate o"pership.

ARCA provided for the stewardship of the new
corporation by a seven-member board of directors
appointed by the Governor of Alaska.

The board isresponsible for management of the
corporation but has delegated certain powers and
duties to Frank G. Turpin whom the board selected to
serve as the railroad's president to guide the day-to-day
operations of the corporation. Hejoined the railroad
immediately upon transfer.

Hve newlocomatives werepurchased
Fy if&ﬁlaska Railroad Corporation
n

Twoself-propelledrail diesel
urchased Inlate 1985, will
upgradepassenger service onthe
Alaska Railroad.

GOALS FOR 1985

As chief executive officer, Turpin set three goals
for the new corporation: earn a profit without seeking
state subsidies, broaden management emphasis from a
concentration on operations to include marketing and
finance, and modernize the railroads rollinf ,tock,
equipmentand physical plant.

Giantsteps forward were accomplished in 1985 in
all three areas. Each step meant changes as the railroad
moved away from federal procedures and began
operating more like a private business.

The first goal of earning a profit without state
subsidies was accomplished in the first year. Th control
future spending and to gel the best value from its
revenue, the corporation developed a three-year capital
spending program. The plan includes replacement or
addition of several units of rolling stock and heavy
equipment. The net result will be lower maintenance
costs and improved service to customers.

MODERNIZING THE RATLROAD

The three-year plan also tied in with the corpora-
tions goal to modernize the railroad. Tb improve freight
hauling capabilities, 45 new intermodal flatcars called
earticulated" cars were purchased for $4.5 million. The
first step toward upgrading the aging locomotive fleet
was the purchase of five new state-of-the-art diesel
locomotives valued at $1 million each. The cars and
locomotives arrived in the spring of 1985 and were
placed in service immediately. At the close of the year
the first of two 48-seat, self-propelled rail diesel cars
(RDCs) arrived. The rebuilt cars were purchased to
improve and reduce the cost of the winter passenger
service and to augmentsummer and charter services.



The new cars and engines were obtained
through a lease/purchase program that allowed the
corporation to avoid seeking state subsidies.

While the railroad had not been able to take advan-
tage of the lease/purchase option under federal
ownership, the corporation’s unique position as a
quasi-public enterprise enabled the railroad to make
the best use of its revenue by leveraging its cash and
buying on credit.

NEW MANAGEMENT EMPHASIS

Other changes occurred within the railroad$s
Finance Department as steps were taken to equalize
the emphasis on the three key departments in the
railroad: operations, marketing and finance. A com-
puterized accounting system was implemented to
improve what had previously been manual procedures.
Generally Accepted Accounting Principles (GAAP)
were adopted as the railroads accounting standards,
which more closely matched revenue to expenses.

The Marketing Department took a more
aggressive stance in seeking business for the railroad.
The freight sales division was expanded by the addition
of a freight sales manager with responsibility for the
sales force in Anchorage and Seattle. Marketing
developed and promoted two new unit trains, one for
overnight trailer traffic and one for bulk petroleum
products, to better meet the needs of Alaska shippers.

The Operations Department, responsible for all
train movements and the upkeep on all rolling stock,
equipment and track, in 1985 conducted the largest
overall roadbed maintenance program in recent years.
There were 81,000 linear feet of rail replaced, 2(3,000
new ties laid and about 200 miles of main line track
resurfaced.

OUR EMPLOYEES

With all the changes that occurred at the Alaska
Railroad Corporation, it isnatural that employees
would feel the impact. Steps were taken to streamline
some departments while others added personnel. An
average of 600 employees worked throughout the year,
with peak employment topping the 900 mark during
the busy summer construction season.

Assignificant change occurred in the personnel
office when it was tied to the labor relations and the

Doug Engebrelsonisa carman for the
Alaska Railroad In Fairbanks. An
average of600employees worked

at the railroad In 1385

compensation and
benefits divisions under
the corporate umbrella
title of Human
Resources Department.
All but about 120 of the corpora-
tions employees are represented by unions.
There are seven bargaining units representing five
unions: American Federation of Government
Employees (blue collar and white collar units),
American TYain Dispatchers Association,
Agents/Operators Unit; American Train Dispatchers
Association, Train Dispatchers Unit; Brotherhood of
Railway Carmen of the U.S. and Canada, International
Association of Machinists and Aerospace Workers, and
the United Transportation Union.

Under federal and state law the union contracts
in existence at the time of transfer are to be
renegotiated by the corporation within the first two
years of operation under state ownership. Beginning in
August 1985, for the first time in the history of the
Alaska Railroad, all seven bargaining units and manage-
ment met at the bargaining table to begin hammering
out new contracts. Negotiations will continue in 1986.

THE FUTURE

Despite all the changes and reorganization it ex-
perienced in 1985, the Alaska Railroad Corporation is
looking to 1986 as another year of challenges. An am-
bitious program is planned to continue to upgrade and
improve the railroad’s track and roadbed, its rolling
stock and its physical plant. A $66 million operating
budget was approved by the Board of Directors for 1986
plus $13.3 million in capital improvements.

The Marketing Department will continue its ag-
gressive stance in seeking business for the railroad
while providing new, more improved services to meet
the customers’ needs.

While 1985 was a year of transition for the Alaska
Railroad, 1986 is expected to be a year of fine-tuning
that will bring the corporation into the forefront of the
transportation industry in Alaska.
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he Operations Depart ment is the part of the

railroad most people are familiar with because

it is most visible. Operations has three major

divisions: Transportation, Motive Power and
Equipment, and Engineering. Thgether these three
divisions are responsible for ell train movements, for
the upkeep of all rolling stock and equipment, and for
construction and maintenance of the track and road-
bed and all railroad buildings.

Other divisions in Operations are less known,
such as Security and Claims, Operating Rules and
Hazardous Materials. Security and Claims is responsible
for the security of the line including preventing
trespassing and for investigating train and train-related
accidents. This department also processes all claims for
lost or damaged freight and equipment.

The Operating Rules Department administers the
railroads rules program for operating trains and equip-
ment. Toensure understanding and compliance of the
operating rules and special instructions, periodic train-
ing and testing is provided for operating personnel by
this department.

The Hazardous Materials Office is responsible for
inspecting equipment, rolling stock and buildings for
compliance with corporate rules and
regulations regarding the use and
transportation of hazardous materials.

ENGINEERING

In 1985 crews replaced about
26,000 crosstics, relaid 81,000 linear
feet of mainline rail using premium
alloy rail, and turned another 40,500
feet of rail on curves. More than one-
third of the rail system, or about 200
miles, was surfaced.

Bridge crews repaired and
upgraded 23 steel and timber bridges,
including the repair or installation of
guard rails and bridge ties. Bﬂg}’i'c_

The single largest maintenance
expenditure totalled about $2 million for rehabilitation
of five tunnels between mile 51 and 53 of the main line.
The two-year, $4 million project, about 50 miles north
of Seward, will decrease maintenance of the tunnels
and improve operations through that section of track.
Work completed by the project contractor in 1985 in-
cluded rock bolting of all the tunnels, ditching to im-
prove drainage, and pouring four of 10 new reinforced
concrete tunnel portals.

The Engineering Department coordinated with
the state Department of Transportation and the
Municipality of Anchorage in construction of two
grade-separated crossings in <he Anchorage area. The
work included three new railroad bridges at Dimond
Boulevard, 76th Avenue, and Campbell Creek, plus 1.6
miles of newrmainline track. Work was begun also on
the Municipalitys West Northern Lights Boulevard pro-
ject in Anchorage. When completed in 1986 it will be

Maintenance workers Installedanew, high tech-

imber stringer Ikh ilin nology material at railroadcrossings thatwill
timber stringers, bulkheads, pilings, Oggeabettercrossmgsurface orthetraeling - romodeled: water, heating and

similar to the grade-separated crossing at Dimond
Boulevard.

Engineering also coordinated with the Depart-
ment of Transportation in Fairbanks in making track
changes to the Fairbanks Yard to provide space for con-
struction of a highway nearby and an overpass across
the Fairbanks Yard. The work included construction of
a balloon track to replace the wye and will eliminate a
crossing in the middle of the yard.

Most of the work completed by the Engineering
Department was designed to improve or enhance other
areas of the Operations Department. For instance, elec-
trical service was installed at the Anchorage and
Fairbanks van terminals to provide “keep from
freezing” (KFF) trailer service. KFF provides shippers
with electrical power for heating and preserving goods
shipped during the winter in trailers on flat cars.

Increased truck-trailer traffic on the Alaska
Railroad led to the construction of a 4,000-foot van

track in Whittier to improve trailer-on-flatcar (TOFC)
service. Other van terminal improvements were made
both at Whittier and Seward including new trackage,
lighting and drainage.

Upgrade of 12 miles of the Eielson Branch was
begun with the replacement of 4.6
miles of 75-1b. rail with secondhand
115-Ib. rail that was replaced on the
main line. The branch linp serves Ft.
Wainwright, North Pole and Eielson
Air Force Base. It is used for delivery
of coal to fuel the militarys power
plants. A 4,100-foot siding was con-
structed on the branch line at North
Pole to accommodate increased traffic-
expected to result from the expansion
of the nearby oil refinery.

Throughout the year Engineering
employees worked to upgrade and im-
prove the railroad’s physical plant.
Facilities at Fairbanks, Denali Park,
Anchorage and Seward were painted

sewage systems were improved; and
roofs were replaced or insulated to reduce maintenance,
repair defects, reduce heat loss and improve appearance
and operation.

The single largest physical improvement was con-
struction of boiler plants in several Anchorage facilities
as part of the final phase of a three-step utility modern-
ization program that eliminates the railroad’
dependence on a nearby high-cost, outmoded, com-
mercial heating plant. The results are significant
energy savings and improved working conditions.

The project included installation of five boilers,
including three 400-horsepower steam boilers in the old
blacksmith shop, which when constructed in the e«rly
1920s was the original railroad boiler plant, and two
125-horsepower hot water boilers in a new building
constructed near the Anchorage warehouse area.

Three smaller plants were installed to heat the general
office building, which houses the Anchorage Passenger



Rehatiili ion of five tunnels between Sewardand Pol was the single largest track maintenance expenditure In 1985. The $4 million, two- rotect willbe
comp et%ln 1% riage el e W yearp

Depot; the annex, which includes the accounting and
computer personnel; and the Anchorage freight house,
which includes the procurement offices.

This project will be completed in 1986 with instal-
lation of an energy management and control system,
some minor renovations to buildings, and relocation of
the car cleaning facility.

MOTIVE POWER AND EQUIPMENT

While the Engineering Department was working
in 1985 to improve the condition of the railroad tracks,
roadbed and physical plant, the Motive Power and
Equipment (MP&E) Department acquired new rolling
stock and equipment or overhauled much of what was
already on hand.

Major purchases included five new state-of-the-
art GP49 diesel locomotives manufactured by the
Electro Motive Division of General Motors. The
2,800-horsepower locomotives have an anti-wheel-slip
system that improves train performance and fuel
consumption.

In an effort to improve the reliability of the ex-
isting locomotive fleet and to reduce maintenance
costs, MP&E completed a major overhaul of the elec-
trical components and trucks on two locomotives and
completed the rewire and electrical upgrade to control
circuits on a third. A fourth locomotive was repowered
with new pistons, cylinder liners and heads.

Several locomotives were judged beyond
economical repair and were retired, including No. 1500.
An F-7 engine that had a glamorous history with the
Alaska Railroad, No. 1500 provided the power for many
ceremonial trains including two trains used during
transfer ceremonies in January. No. 1500 also was
featured in a motion picture filmed on the Alaska
Railroad in 1985 called “Runaway Train.” It was the
grand old lady's last official duty before being retired
and dunated to a local transportation museum.

To improve freight-hauling capabilities, 45 ar-
ticulated intermodal cars were purchased for TOFC
service. Each car is hinged, or articulated, in three
sections to allow for easier train movement. There is
space on each car for three trailers. The cars are used

primarily for hauling trailers between Anchorage
and Fairbanks.

At farleft, the railroadyard In Fairbanks Includes about 440 acres
Inthe heart of the city. A rowofarticulated flat cars shown at
center awaits trailers tor shipment toAnchorage.

Lett, the Alaska Railroad owns about 660 acres near downtown

Anchorage, most of which Isat the mouth of Ship Creek. Inthe
background Is the roundhouse where all equipment mainten-
anceandrepairsaredone.



MP&E began construction of two power cars and
wired 15 of the new articulated care to provide elec-
tricity for trailers carrying perishable goods and other
commodities that might freeze.

Two self-propelled passenger care were purchas-
ed in 1985 also. The care, k nown as rail diesel care or
RDCs, were rebuilt with tht installation of twin
347-horsepower Cummins e. .gines and twin-disc
transmissions. The first of the two cars was received in
December 1985 and was placed in winter passenger
service at the start of the new year.

For the first time MP&E pla®ed an employee in
the railroad’ Seattle office to work exclusively with
shippers in solving technical problems related to equip-
ment use and loading requirements. A program
establishing new' rules for open-top loads was initiated
to reduce the cost to shippers for improperly secured or
heavy loads.

TRANSPORTATION

Train movements increased dramatically in 1985
and the Transportation Department worked to ensure
those movements were made safely and efficiently.
Gross trailing ton miles, a measurement for the move-
ment of one ton over one mile, w'ere up 25 percent in
1985 over 1984. Freight traffic accounted for the major
portion of this increase, but passenger traffic also rose.
Ridership surpassed the quarter-million mark for the
first time in the railroads history.

The first full year of export coal service by the
railroad was completed in 1985. A steady source of
revenue was derived from the three-unit-trains-a-week
movement of coal from the Usibelli mine at
Healy to Seward for export to Korea. The contract for
hauling export coal began in December 1984 and
since its inception 132 coal trains have hauled
671,000 tons of export coal.

Jim Trueblood, alocomotive electrician
inAnchorage, Installs anewbearingon
alocomotive engine alternator. -

LarryNewsham,
technical slervices_
r, Inspects
oadedrail cars
before shipment
fromSeattle to
Anchorage.

Fairbanks carman Kirby Roundtree *
welds the undercarriage ol arail car.

In addition, 562,000 tons of coal were moved
from Healy to the Fairbanks area to provide fuel for
five power plants in Interior Alaska and the military
bases at Wainwright, Clear and Eielson.

In May 1985, a new intermodal freight service
was inaugurated called the Arctic FOX, or Freight
Overnight Express. This service is a unit trailer train
that provides six-days-a-week overnight delivery of
trailers and containers between Anchorage and Fair-
banks. The Arctic FOX operates with an average of 10
articulated flat care that provide space for about 30
trailers or containers. The FOX hauled 5,832 trailers in
its seven months of operation in 1985.

The FOX s the first cabooseless train service
operated on the Alaska Railroad and the first service
operated with a two-member crew. This was made
possible by the addition of train rear-end devices. These
end-of-train monitors provide vital information to
locomotive engineers operating cabooseless trains.
Each device consists of two units, a receiver in the
locomotive cab and a transmitter on the rear car of the
train. Thgether these units allow crews to monitor air
brake pressure, detect motion in the last car of the train
and measure train distances traveled. The units also
provide the rear-end car with an FRA-required amber
light that automatically turns on at dark.

During the same time the Arctic FOX service was
initiated, the Anchorage freight house operations were
discontinued. All services for loading and unloading
raiicars, consolidation of freight, and rubber-tire
delivery were contracted to local businesses in an effort
to divest from some less profitable, labor-intensive
operations. Because of the railroad’ rapid growth in the
intermodal business, all Anchorage freight house
employees were transferred to Intermodal Services,
which was established as a separate division within the

Transportation Department.
In October, the railroad-owned and operated
Hotel was closed and the building sold at
public auction. The hotel had been in operation
since 1946 and provided lodging and meals for
employees.

Chris Brooks, amachinist Inthe
Anchorage wheelshop, usesa
calipertomeasure the axle
bore ofawheel.

caraxle. Hills Isacarman Inthe
Fairbanks wheel shop.



Because of its high operating and maintenance
costs, the hotel was closed in favor of a more economical
means of providing these services by contracting with a
local motel and cafe at Healy.

In December the second new freight service for
1985 began operating. A daily unit tank train service
between Fhirbanks and Anchorage, called the Oil
Worker Limited or OWL, transports petroleum products
from the local oil refinery southbound to Anchorage
and gasoline northbound to Fairbanks from storage
yards in Anchorage. This daily service greatly improved
freight delivery service for these commodities and
turnaround time on empty tank cars.

OPERATING RULES

In late 1985, after extensive review and consulta-
tion with railroads operating in the Lower 48, the
Operating Rules Department began training operating
personnel on an innovative new system known as Track
Warrant Control. This system is used on many other
U.S. railroads and is designed to expedite the move-
ment of trains while providing a safe and efficient
operation. It will replace the complicated and time-
consuming train order method in use at the Alaska
Railroad for decades. Thrget date for railroad-wide im-
plementation of the Track Warrant Control system is set
for February 1988.

SECURITY AND RISKMANAGEMENT

With the transfer of the Alaska Railroad to state
ownership, the new corporation was required to
organize a risk management program to provide in-
surance for property damage or loss, theft, fire, van-
dalism and other potential liabilities. For the first six
months of 1985 the railroad operated on an interim pro-
gram with coverage provided under the state of
Alaska’s risk management program.

During this interim period a review of the
railroad’ insurance needs was conducted and a risk
management program developed that was marketed to
domestic and foreign underwriters.

With the first year of experience as a reference,
the risk management program is being assessed and
modifications being made as the insurance markets dic-
tate and as the corporation also continues to define and
refine its specialized insurance needs.

HAZARDOUS MATERIALS

As part of ;ts continuing safety program, the
Alaska Railroad provided training and information
regarding the loading and movement of hazardous
materials to shippers as well as local fire fighting and
emergency sendees personnel along the railbelt. The
Hazardous Materials Specialist provides assistance to
customers to ensure that materials shipped on the
Alaska Railroad are loaded and placarded in com-
pliance with federal regulations. Examples of materials
shipped in 1985 include petroleum products such as
gasoline and jet fuel, and chemicals for use in
manufacturing.

Gravel unit trains are loadednear Palimer, Inthe Matanuska Valley, 40miles
north ol Anchorage.



T d | oachieve the business goals of the new railroad,
the Marketing Department expanded the ac-
tivities of the department, placing greater
emphasis on developing new markets for the

railroad’ services.

Marketings role within the corporation includes
selling, pricing, rate and service contracting, cost of
service analysis, market planning, market research,
market development, customer service, advertising and
promotion of both freight and passenger service. It also
includes management and development of the real
estate holdings of the corporation.

Ridership onthe Alaska Railroad
totaled257,000 In 1985, an
Increase ol 10percent over 1934.
Most passengers travelingon
the raglr_oadarrlvedblxgrwseshlp
InWhittier, rode the Portage-
Whittiershuttle, orrodethe
express trainsserving Denali
Netional Park. |

New services developed during
1985 demonstrate the railroad’s

these specialized services was initiated only four
months after the railroad transfer. Named the Arctic
FOX (Freight Overnight Express), the service provides
overnight delivery of high priority, highway trailers
between Anchorage and Fairbanks using specially
designed articulated flat cars, the first equipment
purchased by the railroad in 1985. The efficiency of
the FOX operation permits the railroad to compete
with motor carriers in this market and pass the cost
saving along to the Alaska consumer. Since its
inception in May, the popularity of the FOX has steadily
increased. By the end of the year it was operating
regularly at over 90 percent capacity.

Another priority service begun in 1985 was the
OWL (Oil Worker Limited). This daily train transports
jet fuel from the petroleum refinery at. North Pole to
Anchorage, returning to the Fairbanks area with

gasoline and other petroleum products. The efficiency
of this service has made it possible for the customer to
double the shipping volume without increasing the
number of tank cars it leases.

FREIGHT SERVICE

Freight service is the most important source of
income for the railroad. In 1985 it resulted in three-
quarters of the corporation’s $67 million in revenue.
Passenger service and real estate revenues accounted
for another 13 percent of the total.

Over 90 percent of freight revenue is derived

from five areas: rail cars from the Lower 48,
coal, petroleum, gravel, and TOFC/COFC (trailer
on fiat car/container on flat car.) The remaining
percentage of freight is split between pipe
shipments and local freight. Rail cars, coal and
TOFC/COFC are handled predominately at two of
Alaskas major ports, Seward and Whittier.

Whittier Isone of Alaska's _r;g{'orports andlsalsoan Inlﬁ'tant
freight terminal for the Alaska Railroad. Rail cars, truck
trailersand containers bringgoods toAlaska
through Whittier.

Sewa rdl?ﬂtanothedr
> mgjorportserve
by% r?lzgoa% Coal

e rail cars,
trai_lé(rgo and Imported
pipeshipments are

moved by the railroad
fromthissmall seaport
conmmunity.

s . . Atrailerlsshippedonanarticulatedflatcar, one 0f45
dedication to customer service. The first of sPeC|allydeS|gnedcarsboughtbytherallroadln 1985, Each
flat

carcancarrythree trailers.

One-fifth of the freight
revenue is derived from coal
shipments, either expor* jr local
delivery. Alaska coal is exported to Korea
through a major coal transloading facility built
at the Port of Seward in 1984. The coal export contract
with the Koreans runs through 1992. During the first
year of the contract (actually 13 months, including
December 1984) 671,000 tons of coal were moved to
Seward. That isabout 20 percent below the volume
projected because of lower consumption by the
customer, Korea Electric Power Company.

Coal shipments within Alaska were also lower
than expected. Warmer than usual temperatures in



Interior Alaska resulted in reduced consumption by the
five power plants in the Fairbanks area and the nearby
military bases that use coal for fuel. About 562,000
tons were shipped locally in 1985.

Gravel and sand shipments, which move in unit
trains between the Matanuska Valley and Anchorage,
were the fifth largest revenue producers among all
commodities shipped by rail. These shipments are tied
to the cyclical rise and fall of the Anchorage area con-
struction industry, which began to decline in 1985.
Although lower activity in highway and building con-
struction is anticipated again in 1986, a high volume of
gravel is expected to move via the Alaska Railroad.

The Alaska Railroad connects with a number of
water carriers providing a variety of excellent services
from the Lower 48 to Alaska ports of Whittier, Seward,
and Anchorage. Major rail carriers and truck lines con-
nect with these water carriers at Seattle, Tacoma, and
Prince Rupert, British Columbia. The water carriers
provide frequent rail car barge, trailer, and container
service.

Among the extensive railroad properties
are the modern facilities at the ice-free ports of
Whittier and Seward. Bulk and container
cargos are unloaded at these ports for further
transportation via rail and truck.

The “railbelt" region of Alaska runs
470 miles from Seward to Fairbanks,
connecting southcentral Alaska as
well as the Interior and Prudhoe Bay
with water carriers from Canada,
the Lower 48, and the Pacific Rim.

Syadokas-3,hniks

Interior Alaska covers thousands of square miles,
much of it primitive wilderness; and, its towns and
settlements are often isolated by distance and terrain.
But, although the Alaska Railroad goes no farther than
Fairbanks, it uses a combination of transportation
modes, including motor carriers, river boats, and air-
craft, to carry freight to the remote corners of the
state.

Freight istransferred at Nenana to river barges
which provide through routes and rates in connection
with the railroad. Thisriver freight service extends
along the Thnana and Yukon rivers to Fort Yukon, and
even to Marshall, just 150 miles from the Bering Sea.
The railroad has for decades provided this essential ser-
vice to the Bush, and is continuing to upgrade transpor-
tation faci-'ties and services.

The railroad competes actively for the transpor-
tation of imported steel pipe products, which move into
Alaska principally through the ports of Seward,

Anchorage, and Valdez. The railroad
moved 74,000 tons
of pipe in 1985.
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An aggressive marketing effort and improved ser-
vice by rail led to a strong recovery in this business in
December. Ship traffic through Seward resumed late in
the year, discharging pipe for movement to the North
Slope oil fields through the railroads terminal in
Fairbanks.

The Alaska Railroad Corporation isa major sup-
plier of transportation sendees for the petroleum
industry. Steel pipe, drilling compounds, machinery,
and supplies routinely move over the railroad to
Fairbanks for further movement by motor carrier to the
North Slope. Massive drilling rigs are fabricated by an
Anchorage firm then disassembled for transportation
to the oil fields.

PASSENGER SERVICE

The majority of the 257,000 passengers who
chose the Alaska Railroad for travel in 1985 arrived on
cruise ships through the railroad’ port of Whittier, rode
the Portage-Whittier shuttle, or rode the express trains
serving Denali National Park. Ridership rose by almost
10 percent over 1984, making the year a record for the
railroad’ passenger train service.

The purchase of two specially rebuilt rail diesel
cars (RDCs) received in late 1985 is expected to reduce

Phil Hildon, left, and Dennis Smith,
railroadmarketing representatives,
?r%owdeprlcmgl ormetion for

ight service.

This 20,000-gallon tank
car Ispart ol the OANL
(Gl Worker Limited),
an%vét%al_lyumtttlgalr;

ringsjet fue
Iroml\t;% leto
Anchorage, an
returns to Fairbanks
withgasolineand
otherpetroleum
products.

Coal Is loaded
at the Wslkelllcoal
mine near Healy for shiprment
to Sewardand then Korea. Twenty
Percent of freight revenue comes Irom
local andexport coal.

significantly the cost of wintertime rail service to rural
areas, where the greater part of passenger service
losses are incurred. These self-propelled passenger cars
are available for charter and excursion trains and to
supplement other passenger services where necessary.

The Alaska Railroad offers several types of
passenger services, depending on season and destina-
tion. These services include the Denali express, the
rural local service, Whittier shuttle, Seward excursion,
and winter service.

The Denali express is the summer service on the
Anchorage - Denali Park - Fairbanks route. Trains leave
Anchorage and Fairbanks daily from late May to mid-
September and serve Denali National Park each way.
The Denali express is the last traditional intercity
passenger train in the United States and provides spec-
tacular views of Mt. McKinley, the tallest mountain in
North America.

The rural, or Bush, service which moves people
and their belongings (such as animals, supplies, and
food) to remote areas not served by highway or air, is a
major public service of the railroad. Bush passengers
flag the train at almost any point for personalized ser-
vice. Wintertime essential Bush and shuttle services
during the eight-month season result in about 7 percent
of the railroad's annual passenger business. The
railroad also provides weekly small freight shipment
service to these remote homesites.

The 12-mile trip from Portage to the community
of Whittier is traveled by what is familiarly known as
the Whittier shuttle. The shuttle provides the only land
access to this small but major seaport town. Passengers
may ride the train or in their vehicles that are loaded
onto flat cars at Portage. Much of the trip is through
tunnels because of the many rugged mountains en-
countered between Portage and Whittier. The train
makes several round trips daily between the two stops

in the summer. Connections and reservations are

available with the Alaska Marine Highway
ferry service from Whittier to
Valdez.
Cruise ship service to
W hittier and signifi-
cantincreases in
recreational use of
the Prince William
Sound region, coupled
with a banner
tourist year on the
Valdez to Whittier
state ferry route,
boosted the number of
passengers on the Whit-
tier shuttle by over 20
percent. Ridership in 1986
promises to exceed 1985.

Bob Smith Isafreight salesman Inthe railroads
Seattle office. Hisduties Include selling freight
services, making customer contacts and ser\n%Rg
existing contracts between the L(MBXI %ska



4 van loadersets atraileronto anarticulatedflat car, whichis part ol the Arctic FOX(Freir%n
InMay 19685, The FOXprovides overnight delivery of trailers containing perishables and other priori

Passenger trains to Seward will begin regular
service in 1986 after a 30-year absence. The Railroad
was the original link between Anchorage and Seward
but service was discontinued when highway travel
became more popular. During the summer the railroad
will offer a weekly day-long excursion from Anchorage
to Seward. Passengers will see glistening glaciers,
experience the view from high rocky ledges and wind
along canyon streams on this 230-mile round trip
through some of Alaskas most beautiful mountain
territory.

Winter passenger service is provided on a reduc-
ed scale during the shoulder season of September to
May. Passenger trains travel between Anchorage and
Fairbanks twice each month and to Hurricane twice
each weekend.

REAL ESTATE

The Alaska Railroad Corporation controls approx-
imately 38,000 acres of land from the ports of Seward,
Whittier and Anchorage to the interior city of Fairbanks.
Approximately 40 percent of the land is a transportation
corridor or railroad rights-of-way. The remaining real
estate includes operational and nonoperational parcels
within railbelt communities.

Since transfer of the railroad to state ownership,
the scope and duties of the Real Estate Department have
expanded to include a greater involvement in land-use
planning. Coordinated efforts between Operations and
Real Estate departments have been initiated to identify
surplus lands available for long term lease. This would

Overnight Express), aservice initiated
i %yfr%%gm. )

result in a more efficient use of undeveloped railroad
properties. Leasing policies and practices have been
written and implemented to create a more equitable and
consistent approach to land management. Innovative
ground lease techniques such as rent credits for certain
non-depreciable lessee improvements and rent caps that
create predictable and financially attractive lease
documents will be made available under this new policy.
Real estate revenues for 1985 were approximately $4.3
million.

During 1985, a study was initiated to analyze and
recommend for the department an office automation
system to catalog and create a database to store some
1,200 real estate lease and permit contracts. The recom-
mendation will be implemented in 1986.

Positive steps are being taken to develop a closer
working relationship within railbelt communities. The
Real Estate Department recognizes the need for a more
cooperative approach between the Alaska Railroad Cor-
poration and its host municipalities and boroughs.

THE FUTURE

Toimplement the Marketing Department$s
diverse role within the railroad, a formal marketing
plan was developed by the department and in late 1985
was approved by the Alaska Railroad Corporation
Board of Directors. A key element of the plan calls for
new, aggressive marketing programs to establish the
identity of the Alaska Railroad throughout the North-
west as well as in the Alaska shipping community.



he Chief Counsel and his staff were kept very
busy in 1985 with the myriad legal issues
facing the new railroad corporation,

Topics reviewed during the year by the legal
staff included real estate, regulatory review of the rail
industry and the railroad’ rate structure, personnel
and labor relations, commercial financing, and risk
management.

The State Transfer Team, which was created
prior to transfer of ownership of the railroad to coor-
dinate that process, passed responsibility for many
legal tasks to the Chief Counsel in the first quarter of
1985. Foremost among these assignments was conti-
nuing oversight of the conveyancing of 38,000 acres of
railroad parcels and right-of-way from the federal
government to the corporation. Survey, description,
and procedural issues continue to be overshadowed
by Native corporation claims to valuable railroad
parcels. The railroad was involved in negotiations
with Ahtna, Eklutna and Toghetthele native corpora-
tions. An agreement was reached with Ahtna Inc. in
1985. Negotiations will continue in 1986 to resolve the
remaining claims.

The interpretation and application of both old
and new railroad leases required considerable legal
support. Corporate attorneys assisted in development
of a new leasing policy and new master lease. The
legal office also participated in the development of
corporate relations with many state, federal, and
military agencies regarding mutual land ownership
and management concerns.

The legal staff was instrumental in the financ-
ing of millions of dollars in new equipment purchases
in 1985 by preparing and negotiating necessary com-
mercial documents. Procurement of equipment and
materials also required legal review of solicitation
packages and legal assistance in the resolution of bid
disputes.

Competitor challenges lo the corporation’s pric-
ing of piggyback traffic (truck trailers on flat cars) led
the Chief Counsel to retain transportation and ac-

Cathie McLeodls r
aclerk-typlst

Inthe Fairbanks
freighthouse.

counting experts to review the corporation’ rate
costing practice. The studies confirmed that the cor-
poration’ pricing was appropriate.

Competing water carriers fought unsuccessfully
to deny the corporation any participation in the In-
terstate Commerce Commissions exemption of boxcar
traffic from regulation. The exemption will permit
more freedom in the marketing of transportation
services.

Through the first year of slate ownership, the
corporation received relatively few claims for per-
sonal injury and property damage related to railroad
operations. Corporate counsel participated in resolu-
tion of several of the claims and in review of the cor-
poration's risk management procedures.

Given the breadth of 1985 corporate legal af-
fairs, the Office of the Chief Counsel will be challeng-
ed by these and new assignments in 1986.

The Alaska Railroad General Olllce building InAnchorage was
constructed In 1942. Ithouses most of the Corporation’s
administrative employees.



ison and TimReed, foreground, are bearing
i the Anchorage bearing rebuildshop.

Chris Muniz, atruck driver tor

the railroad, assists In Ioadlrg
andunloadingtrailers onfl

cars Inthe Anchorage yard.

Shirley Tobin Isemployed Inthe
railrogd'sSeattleI(T)RIog

Betty Elge Is the dock agent, and Beverly Clausen,
foret%/rougr?d, aclerk—typaPst, InSeward. Y

s a federal agency, the Alaska Railroad had
i w adhered to federal hiring practices and
personnel procedures. With transfer of
ownership to the state, the railroad began to
devt lop and implement policies and procedures that
more closely responded to the needs of the new Alaska
Railroad Corporation.

In the process, several personnel and employee
relations functions were consolidated into one depart-
ment. The Human Resources Department was created
from the old Personnel Office. Added to it were
Organization, Compensation and Benefits, Labor Rela-
tions, and Health, Safety and Environment. This
reorganized department provides a full range of
employee relations services for both management and
employees. Affirmative action and the streamlining of
recruiting and hiring practices are a top priority in bet-
ter utilization of the work force.

Among the major Human Resources projects in
1985 was conversion of all personnel and payroll
records to a fully automated, computerized system.
Complete conversion to the new records system was ex-
pected by February 1986. This change will allow ready
access to employee data and will insure an accurate
employee record system.

Human Resources played a significant role in
labor negotiations in 1985. According to both the
federal transfer and state corporation acts, union con-
tracts in existence at the time of transfer to state
ownership are to be renegotiated by the corporation

within the first two years of state operation. Beginning
in August 1985, for the first time in the history of the
Alaska Railroad, representatives from all seven bargain-
ing units and management met at the bargaining table.
This unique process called for bargaining with all the
unions at once on items common to all the units. By
years end significant steps had been made toward
reaching a mutually agreeable master contract.

Negotiations will continue in 1986 to finalize the
master agreement after which each bargaining unit will
have an opportunity to negotiate an addendum
specifically for each union.

UNIONS REPRESENTING RAILROAD EMPLOYEES

(As of December 31,1985)

Union Employees

United Transpoliation Union 18

Brothert ey Camen 4

I&greman ation of Machinists and 69
0space Workers

Anerican Fegeration of Government * 288
| rair}ip&sgnatmersAssociaiing}joyees 7

i e

"Blue coIIaran_thecoIIar units



Administration of all benefits programs for
railroad employees is managed by the Organization,
Compensation and Benefits Department in Human
Resources. This department administers the new life
insurance and medical care programs for employees,
including vision, hearing and dental care. This new pro-
gram is designed to cover new employees and transfer-
red employees and was implemented in February 1985.

This department also implemented a pension
plan and a tax-deferred savings plan for non-
represented employees. These plans allow' employees to
contribute a portion of their pre-tax earnings to a
retirement and investment program. The deferred sav-
ings plan allows employees to build funds for their
retirement while reducing their current taxes.
Employees who participated in the Civil Service Retire-
ment program prior to transfer remain in that system.
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A safe workplace and working conditions have
always been a priority at the Alaska Railroad.
Corporation-wide training programs in first aid and car-
diopulmonary resuscitation were provided several
times throughout the year by the Safety Office. Safety
meetings were held throughout the railroad on a
regular basis to keep safety in the forefront of
employees’minds while at work and at home.

The result w'as a reduction in accidents and
serious on-the-job iryuries. At the close of the year the
Alaska Railroad Corporation was in contention with
other railroads of similar size for a second place Har-
riman Award. The Harriman isa national safety award
presented by the Federal Railroad Administration. The
railroad received a fourth place Harriman in 1984 and a
third place in 1983.

NUMBER OF EMPLOYEES BY DEPARTMENT

CEO taff 0
Operations 5%
Administration/Human Resources 5
Finance
Marketing 2l
TOAL 659
Vg WG < YT memimm e TR oy o
EMPLOYEE YEARS OF SERVICE
Years Employees Years Employees

32 1 14 *

30 1 13

29 2 12 «

28 2 11 1S3]

27 2 10 46

25 1 9 19

24 3 8 9

23 5 7 12

22 4 6 32

21 4 5 29

20 8 4 24

19 8 3 33

18 8 2 25

17 10 1 65

16 10 Less than 1 164

15 14

_F % ek
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hen the Alaska Railroad changed hands from

federal to state government, the Finance

Department was a primary recipient for

dramatic alterations. The changes were part of
a corporate three-year plan geneiated in early 1985. The
Finance Department as well as the corporation met or
exceeded its goals for the first year.

The financial reorganization began with a
management-oriented focus on the department. Accord-
ingly, the position of Vice President of Finance was
created, with all finance, information systems, procure-
ment and supply departments reporting to this position.
Formerly, under federal administration, those depart-
ments reported to the Department of Administration.

An important objective outlined in the three-year
plan was the purchase of new equipment. Under federal
administration all major purchases were paid by cash ap-
propriated by Congress as part of the federal Depart-
ment of Transportation budget. The new Finance
Department was able to prepare a financial package that
emphasized lease/purchase agreements fo~equipment
and also established a credit line for the r sw corpora-
tion. The package resulted in the purchase of
approximately $12 million in new equip mentsuch as flat
cars, locomotives, rail diesel cars and computers. The
corporation spent an additional $10 million for
improvements to the mainline track, tunnels and other
areas.

Installation of an on-line accounting and financial
system was another giant step taken by Finance. A new
IBM 4361 computer was added which handles accounts
payable/receivable, general ledger, inventory, purchas-
ing, payroll and personnel management. The new system
uses modern on-line capabilities as the standard for its
operations, which prior to transfer had depended on a
manual accounting system. Ir iddition to updating the
railroad’ finance and record keeping capabilities, the
Finance Department was responsible for expanding the
use of personal computers in several work areas. The
new PCs generate a huge time and cost savings in every
department in which they are used.

A major activity of the new corporation in 1985
was wrapping up all accounts receivables and payables
left behind by the federal government. The Federal
Railroad Administration (FRA) contracted with the
Alaska Railroad Corporation to collect outstanding
accounts receivable and make payments for outstanding
federal debts. Over $12 million of federal accounts
receivable was collected by the corporation, much of
which was more than six months past due. The corpora-
tion received a collection fee based on its contract with
the FRA.

Another major activity specifically involved the
corporations surplus inventories. The Finance Depart-
ment streamlined the warehouse and supply operations
by eliminating excess inventories through public
auctions held throughout 1985, generating approximate-
ly $1 million in revenue. A more efficient supply opera-
tion has resulted from the reductions.

Newcomputers help Deve Brazell
computer operator, tostreamline the financial
and recordkeeping process lor the railroad.

'lie accounting department InAnchorage wes substantially updated with the
iddition ofanewcormuter\/\hlm handles accounts payable and receivable,
teneral ledger, Inventory, purchasing, payroll andpersonnel management.

The corporation began divesting itself of the gift
shop business in 1985. Though not finalized at the close
of the year, sale of the Passenger Depot gift shops to the
private sector isin progress.
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hen reflecting on 1985 | consider the ma-
joraccomplishment of tiie Alaska Railroad
Board of Directors was effectively setting
the stage under state ownership for the
future successful management of the Alaska Railroad.
As directors we fully realize that our first respon-
sibility is to the citizens of Alaska. We also sec a need to
establish an arena of cooperation and accountability
with the Governor and the state legislature. Thanks to
the positive response of Governor Bill Sheffield and tlu*
oversight committees of the legislature, we were abie to
establish this bond of trust and were given the latitude
to function in a free enterprise
environment. This certainly con-
tributed to our success in 1985 and
provided a platform on which those
who follow in our footsteps may
build.
At our regular board meetings,
in order to be more responsive to the
needs of the communities we serve,
as well as our customers, an oppor-
tunity is provided at each forum for
public comment. It is this exchange
that has given the board of directors
an opportunity to receive input on
such issues as leasing policies, bid-
ding procedures, needs of our
employees, and the public response
to our services.

rior to the transfer of the Alaska Railroad

to state ownership in January 1985, a seven-

member board of directors for the Alaska

Railroad Corporation was appointed by
Governor Bill Sheffield. Appointment of the board
fulfilled a requirement outlined in the 1983 Alaska
Railroad Corporation Act, which established the
corporation.

The Alaska Railroad Corporation board is
responsible for the management of the corporation
but has delegated certain powers and duties to
the Chief Executive Officer, Railroad President
Frank Turpin.

James O. Campbell is chairman of the board
of directors, lie was president and general manager
of Spenard Builders Supply when his retirement was
announced in late 1985. Campbell has worked and
served on numerous special committees and community
service projects. A resident of Alaska since 1959
he has been an Anchorage assemblyman and president
of the Anchorage Chamber of Commerce.

This ability to communicate on a local level with
management, as well a; the board of directors, has
provided a vehicle for public communication that was
practically nonexistent under federal ownership. I am
sure this was the intent of Senator Ted Stevens and the
many others who worked so long and hard for state
ownership of the Alaska Railroad.

In 1985 we were able to benefit from the
momentum of the prior year’s economy, a stable work
force and some creative management innovations by
the railroad management. The result was increased
earnings and a profit at the bottom line. However. 198(5

will present new concerns. The
Alaska Railroad, like any other
business in Alaska, is not exempt
from the predicted slowdown in the
economy. It will take a concerted
effort on the part of each of us to
continue our first year’s success.

The board of directois would
be remiss if each member did not
thank you for your patience and
support during this first year. We arc-
making history with this railroad and
it is exciting.

James 0. Campbell
Chairman of the Board of Directors

Board vice chairman is Frank X. Chapados of
Fairbanks. He has been an Alaska resident since his birth
in Juneau in 1914, and has worked most of his life in
southeastern and interior Alaska. Currently, he is presi-
dent and general manager of Il & S Forwarders, Inc., in
Fairbanks, Chapados was elected to the state House of
Representatives in 1958, re-elected in 19(51, and served
as chairman ol the Joint House & Senate Finance Com-
mittee. He has been active in many civic and community
programs including being past president of the Fairbanks
Chamber of Commerce. He has worked as an enforce-
ment agent for the U.S. Fish and Wildlife Service and
was also a U.S. Marshal in Fairbanks.

Myron M. Christy isthe
railroad board member from out of
state. He resides in San Francisco
anti fulfills the directive of the
legislature that one board member
have at least 10 years of manage-
ment experience in the railroad

industry outside Alaska. Christy worked with the
Western Pacific Railroad Company from 1950 to 1973 in
many positions including president, and CEO. Currently
he is consultant and director for U.S. Leasing Inter-
national, Inc.



The Boardol Directors, seated Iromlelt: Commissioner Loren H Lounsbury; Board ChaimenJames Q Campbell; andLewis E Dickinson.
Standing Iromlelt are Gerald D Vallnske; Board Vico Chainen Frances X Chapados; and Commissioner RichardJ. Knapp.

Shown separately belowlelt Is MyronM Christy.

Lewis E. Dickinson isr .ounding partner of
DOWL Engineers, a professiot Alengineer and a
registered land surveyor. As a railroad board member, he
brings with him over 30 years of engineering experience

and almost 25 years of business management experience.

Prior to founding DOWL Engineers, he worked for the
City of Anchorage in the city engineer’ office.

Richard J. Knapp isone of the two state commis-
sioners who serve on the railroad board. As commis-
sioner for the Department of Transportation and Public
Facilities, Knapp represents the transportation interests
of the state. Knapp is a retired rear admiral of the U.S.
Coast Guard, one of six appointed by President Carter in
1978. A graduate of the U.S. Coast Guard Academy, he
served as district commander of the Coast Guard in
Alaska from 1980 to 1984, and has a masters degree in
business administration from George Washington
University in Washington, D.C.

The second commissioner representing the state of
Alaska is Loren H. Lounsbury, Commissioner of Com-
merce and Economic Development. Lounsbury is a
40-year Alaska resident, and graduated from Anchorage
High School in 1952. He isa professional engineer and a
registered land surveyor. Until hisappointment as com-
missioner in January 1985, he was president of
Lounsbury and Associates, Inc. Lounsbury has served on
numerous community service boards and is the former
Honorary Consul of the Republic of Korea for
Anchorage.

Gerald D. Valinske serves on the railroad board as
a member of the United Transportation Union, Local
1626. He has heen a conductor with the Alaska Railroad
since 1975. A 12-year Alaska resident, Valinske worked
with the Milwaukee Railroad as a brakeman prior to
moving to Alaska. In 1984, he was a lobbyist for the
United Transportation Union, American Federation of
Government Employees, and the Brotherhood of Railway
Carmen.



anagement is responsible for Ihe preparation,
integrity and objectivity of the corporation’
financial statements. Financial statements arc
prepared in conformity with generally accepted
accounting principlesand include amounts based on
managements best estimates and judgment.

During 1985 the corporation maintained a system
of internal accounting controls and procedures which
will be continually reviewed and supported by written
policies and guidelines and supplemented by a corporate
internal auditor. The system provides reasonable
assurance that assets are safeguarded against loss from
unauthorized use and that the books and records reflect
the transactions of the corporation and are reliable for
the preparation of financial statements. The concept of
reasonable assurance recognizes that the cost ofa
system of internal accounting control should not exceed
the benefits derived and also recognizes that the evalua-
tion of these factors necessarily requires estimates and
judgments by management.

The corporation's financial statements are
examined by Ernst and Whinney, independent certified
public accountants. Their examination isconducted in
accordance with generally accepted auditing standards
which includes a study and evaluation of the corpora-
tion's system of internal accounting controls. The
Auditors' Report appears on the following pages.

REPORT OF INDEPENDENT ACCOUNTANTS

Board of Directors
Alaska Railroad Corporation
Anchorage, Alaska

The Board of Directors pursues its overnight
responsibilities for the financial statements and cor
porate conduct through its Audit Committee. The Audit
Committee iscomposed of directors who are not officers
or employees of the Alaska Railroad Corporation. It
meets regularly with members of management, the
internal auditors and the independent accountants to
discuss the adequacy of the Alaska Railroad’ internal
controls and financial statements.

In 1985 there were many major changes to the ac-
counting controls and procedures. All financial reporting
moved from old software syst ;ms on a Burroughs com
puter or manual calculation to new MSA software on an
IBM computer with on-line data access. The accounting
methods changed from government accounting to cor-
porate accounting, which follows generally accepted
accounting principles. A new cost coding structure was
developed to meet these new corporate needs. An exten-
sive cash management, process was implemented along
with a new capital funding control process. The Audit
Committee was established and hired the External
Auditor. The Internal Control Function was established
to oversee the extensive changes and ensures numerous
procedures are being developed to control these new
systems.

Marvin J. Yetter
Vice President, Finance

We have examined the balance sheets of Alaska Railroad Corporation as of December 31, 1985 and January 6,
1085, and the related statements of income, equity, and changes in financial position for the period from January (§
1985 to December 31,1985. Our examinations were made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other auditing procedures as we considered

necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the financial position of Alaska Railroad
Corporation at December 31, 1985 and January 6, 1985, and the results of its operations and the changes in its finan-
cial position for the period from January 6, 1985 to December 31, 1985, in conformity with generally accepted

accounting principles applied on a consistent basis.

Anchorage, Alaska
March 21,1986



BALANCE SH EET December 31, January 6,

1985 1985
(In Thousands)

ASSETS
CURRENT ASSETS
Cash and temporary investments $ 1911 $10,978
Accounts receivable (less allowance for doubtful accounts of
$912,000 at December 31, 1985) 11,275 2,152
Operating materials and supplies —Note C 2,174 1,747
Other current assets 602
TOTAL CURRENT ASSETS 16,022 14,877
PROPERTIES
Transportation —Notes C and E:
Road 10,623 3,847
Equipment 12,765 2,281
Road materials and supplies 3,444 2,319
Construction in progress 3.133
29,965 8.447
Lessaccumulated depreciation (14,4551
28,510 8.447
Nontransportation —Note D:
Land 13,850 13,850
42,360 22,297
OTHER ASSETS
Restricted funds —Note F 600
Restricted lease proceeds —Note E 220
$59,202 $37,174
LIABILITIESAND EQUITY
CURRENT LIABILITIES
Accounts payable and accrued liabilities $ 2,781
Accrued wages and vacation 4,343 $ 1,266
Notes payable 1,000
Current portion of capital lease obligations —Note E 1,978 168
Deferred revenues 1,126 2,152
TOTAL CURRENT LIABILITIES 11,228 3,586
CAPITAL LEASE OBLIGATIONS, less current portions —Note E 6,992 339
18,220 3,925
EQUITY
Contributed capital —Notes Cand F 33,849 33.249
Retained earnings 7.133
40,982 33.249
$59,202 $37,174

See notes to financial statements.



STATEMENT OFINCOME

OPERATING REVENUE:
Freight —Note Il
Passenger
Other

OPERATING EXPENSE:
Salaries and fringe benefits
Fuel
Depreciation
Provision for doubtful accounts
Other

INCOME FROM OPERATIONS

OTHER INCOME:
Real estate, less direct expenses of $227,000
Temporary investments
Gain on sale of assets

OTHER EXPENSE:
Interest

NET INCOME

STATEMENT OFEQUITY

Balance at January 6, 1985

Additional contributed capital

Net income for the period from January 6, 1985 to
December 31, 1985

Balance at December 31, 1985

See notes to financial statements.

(In Thousands)

$51,978
4,344
4,670

60,992

35,219
5,047
1,455

912

16,680

59,313
1,679

4,095
653
1,267

6,015

561
$ 7,133

(In Thousands)

$33,249
600

$33,849

Petainet

Perrings

$7,133
$7,133



STATEMENT OFCHANGESIN FINANCIALPOSITION

Period from January fi, 1985 to
December 31, 1985

(In Thousands)

SOURCE OF FUNDS
Net income $ 7,133
Expenses not requiring outlay of funds:
Depreciation 1,455
TOTAL FROM OPERATIONS 8,588
Increase in accounts payable and accrued liabilities 2,781
Increase in accrued wages and vacation 3,077
Increase in notes payable 1,000
Increase in capital lease obligations 9,321
Contributions of additional capital 600
25,367
APPLICATION OF FUNDS
Increase in accounts receivable 9,123
Increase in operating materials and supplies 427
Increase in other current assets 662
Additions to property accounts 21,518
Increase in restricted funds 600
Increase in restricted lease proceeds 220
Decrease in deferred revenues 1,026
Reduction of capital lease obligations 858
34,434
DECREASE IN CASH (9,067)
Cash and temporary investments at beginning of period 10,978

CASH AND TEMPORARY INVESTMENTS AT END OF PERIOD
$ 1911

Skcnotes lo financial statements.
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NOTE A - ORGANIZATION AND OPERATIONS

The Alaska Railroad Corporation (Corporation) isa
public corporation created by the State of Alaska
legislature to own and operate the Alaska Railroad
(Railroad) and manage the Railroads rail, industrial,
port, and other properties. The effective date of the
legislation creating the Corporation was July 6, 1984.
The Corporation commenced operations on January 6,
1985 and adopted the accounting policies of a commer-
cial enterprise.

Congress authorized construction of tin: Railroad
in 1914 and operations began in 1923. The fee eral
government operated the Railroad until its saie to the
State of Alaska. The Railroad operates 525 route miles,
providing both freight and passenger services. The
Railroad serves the Alaska cities of Anchorage and Fair-
banks as well as the ports of Whittier, Seward, and
Anchorage; Denali National Park; and military installa-
tions. Vessel and rail barge connections are provided
from Seattle, Washington, and Prince Rupert, British
Columbia.

NOTE B— SIGNIFICANT ACCOUNTING
POLICIES

Temporary Invesiments: Temporary investments
are carried at cost which approximates market value.

Materials and Supplies Inventories: Materials and
supplies inventories are carried at the lower of cost
(average cost) or market. Road materials and supplies in-
clude rail, ties, ballast, and other track materials. It is
anticipated that the significant portion of these items
will be capitalized when placed into service and, as a
result, they are included in transportation properties.

Properties: Properties are stated on the basis of

cost. Depreciation and amortization iscomputed on a
straight-line basis over the estimated useful lives of the
related assets. Preacquisition depreciable property is be-
ing depreciated on a straight-line basis over five years,
which represents its estimated remaining life.

Income Taxes: Asa public corporation, the
Railroad is exempt from Federal and State income taxes.

Intragovernmental Funds: Funds received from

the State of Alaska General Fund for operating purposes
or that may be used for either operating expenses or
capital expenditures at the discretion of the Railroad are
recorded as revenues (approximately $280,000 in 1985).
Funds received that are restricted to the construction or
acquisition of fixed assets or other capital projects ate
recorded as contributed capital.

Reclassification: Certain January 6, 1985 balance
sheet amounts have been reclassified to conform with
the December 31, 1985 presentation.

NOTE C— ACQUISITION

OnJanuary 0, 1985, the Corporation acquired cer-
tain Railroad assets and assumed certain liabilities from
the federal government. The sale of the Railroad to the
Corporation was authorized under the Alaska Railroad
Transfer Act of 1982 (ARTA), which was signed into law
on January 14, 1983. ARTA requires the Corporation to
operate the Railroad for a period of 10 years from the
acquisition date and if this requirement is not met, title
to all of the Railroads assets reverts to the federal
government. The purchase price, established under the
terms of ARTA, was $22,271,000.

The State of Alaska funded the purchase through a
capital contribution to the Corporation. In addition to
the purchase price, the State of Alaska contributed
$10,978,000 for initial working capital and capital
expenditures.

The acquisition has been accounted for as a pur-
chase and accordingly, the purchase price was allocated
to assets and liabilities based on their estimated fair
market value as determined by independent appraisal.
As required by the purchase method of accounting, the
excess of estimated fair market value of net assets
acquired over the urchase price was applied as a reduc-
tion of the amount assigned to noncurrent assets.
However, certain new rail and related materials were
included in road materials and supplies at their
estimated cost - new of $2,077,000. Operating materials
and supplies were included in current assets at their
allocated purchase basis cost.

The allocation of the purchase price issummarized
as follows (in thousands):

Assets acquired:

Operating materials and supplies $ 1,747
Transportation prooerties 8,447
Nontransportation properties 13.850
24,044

Less assumed liabilities:
Accrued vacation 1,266
Capitalized lease obligations 507
1,773
PURCHASE PRICE $22,271



NOTE D — NONTRANSPORTATION
PROPERTIES

Nontransportation properties consist of land not
used in Railroad operations. Certain parcels of the land
are leased under agreements which are cancellable upon
90 days notice by the lessee. The lease terms vary from
two to fifty-five years. Annual rentals on the leases are
approximately $4,320,000.

NOTE E — LEASES

The Railroad leases certain locomotives, freight
cars, data processing equipment and other property
under capital leases. Future minimum lease payments
for capital leases as of December 31,1985 are summariz-
ed as follows (in thousands):

Year Ending December 31, 1986 $ 1,978
1987 1,849
1988 1,735
1989 1,498
1990 1,498
Thereafter 3,742
12,300
Amount representing interest 3,330
Present value of net minimum iease
payments (including $1,978 classified as
current) $ 8,970

Leased assets under capital leases included in
equipment on the accompanying balance sheet of
$9,396,085 and $507,000 at December 31, 1985 and
January 6, 1985, respectively. The related accumulated
depreciation was $344,873 at. December 31, 1985.

In accordance with the terms of a lease for freight
cars, $220,000 must be kept on deposit with a financial
institution for the term of the lease agreement.

NOTE F— CONTRIBUTED CAPITAL

During 1985, the Railroad received $600,000 from
the State of Alaska General Fund. These funds are
available for and restricted to the purchase of certain
equipment. The funds, which had not been spent as of
December 31,1985, are classified as restricted funds in
the accompanying balance sheet.

NOTE G— PENSION PLAN

On September 1, 1985, the Railroad adopted a
defined benefit pension plan covering permanent non-
union employees hired since January' 6, 1985. Union
members hired since January 6, 1985, may become
eligible for participation in the Plan depending upon the
outcome of contract negotiations currently in progress.
Pension expense is aciuarially determined using the pro-
jected unit credit method. Pension expense for the
period from September 1,1985 to December 31, 1985 is
$45,320. The Railroad’ policy is to fund pension costs
accrued. Disclosures regarding accumulated plan
benefits and plan net assets are not presented as they
are not available for the plan’ first period ended
December 31, 1985.

Federal employees who transferred to the Corpora-
tion will continue participation in the Civil Sendee
Retirement System and the contribution required of the
Corporation is 7 percent of the transferred employees’
payroll.

NOTE H- MAJOR CUSTOMERS

Two Railroad customers accounted for 11percent
and 10 percent of freight revenue in the period ended
December 31, 1985.

NOTE I- CONTINGENCIES

The Railroad from time to time may be a defen-
dant in legal proceedings related lo the conduct of its
business. In the opinion of management, the financial
position of the Railroad will not be affected materially by
the outcome of any present legal proceedings.
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Frank G. Turpin President and Chief Executive Officer
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AAKA RALROAD QCRPCRATION
Surrmary Balance Sheet

Through the Period Ending December 31, 1985

(In" Thousands ot Dollars)

Assgts
Current Assets
Properties
Land

Other
Total Assets

Liabilities. and Oaners Equity
Liabilities =~
Current Liabilities
Capital Lease Obligations
Total Liabilities

Owners Equit
Invest(r]nen){ by State of Alaska
Retained Earnings
Total Owners Equity
Total Liabilities and Owners Equity

Annualized Return on Investment

Dec. 31. 1985



ALASCA RAILROAD QCRRCRATION

1985 OPERATING PERFCRVANCE ANALYSIS
Through the Period Ending December 31, 195
(In" Thousands ot Dollars)

December* Year-To-Date Latest Annual Estimate
. Actudl  Budggt Variance  Actual Budget Variance  Estimate  Budget  Variance
Bvenues
Railroad 3210 4154 944) 56,322 64191 (7,869 %632 64191 (7,869
Oti%er il 0 2229 10.912  9.000 (1.912) 10912 9.000 (1.912)
JIAL 3,731 4904 (L,173) 67234 73191 (5,957) 6723 73191  (5,957)
Cost and Expenses
RailroadIO 3970 3452 118 454371 50334 (4,897 H431 50334 (4,897
o N B RN RN
epreciation . . . . . .
%FA 2,390 5240  (2850) 60,101 70219 (10,178 6001 70219 (10,178
NET INOOMVE (LOSS) 1,340 (336) 1676 1133 2912 422 1133 2912 422

CAH HON 1,607 64 1543 8983 1712 876 8,588 1,112 816

EXPLANATION CF VARIANCES - YEAR-TODATE

* Revenues are lower due primarily to reduced coal shipments, gravel, TORGICORC, and miscellaneous shipments; Increased revenues have been obtained in
petroleum products, real estate, and reimbursable work for State road crossing projects, etc.

* Expenses are doan primaril/y due to. early reduction in summer work force, reduced car hire costs, better fleet utilization, and accounting
adjustments for inventories/depreciation ale to Purchase Accounting Allocation Method, and reclassification of Summer Track Improvement Program from

expense to capital in accordance with unit of property definition.

* Hinor difference due to rounding
** The month of December, 1985, reflects adjustments to accruals/estimates for both revenue and expense.



CORPCRATICN

ALASCA RAILROAD
PROJECT-TO-OATE CAPITAL PERFCRVINCE. IMVERY

Bud

et vs Actual

Through the Perlog Ending Decerrtoer 31, 1905

Ag proved
Udget
1984 Carryover 2,063
1985 Projects 13,187
TOAL 15.250

State Funded (Cap. AExp.)
Transfer Funds 268
Shuttle Eguipment - 528 925
Records Management -

529 15
Total State Funded 1*208

Amount
Approp.

2,063
8,207

10.270

268
0

15
283

(In Thousands ot Dollars)

Latest
Estimate

1,928
181,203

16.131

268
925

15
1.206

1985 YD
Expend.

1877
1,170

9.047

268
0

5]
273

1906

16
8,128

8.204

0
925

10
935



AAKA RNLROAD CCRRCRATICN

ce Sheet
Through the Pe |od E d|n 1,
g e P Exding oty S, e
Jan. 6 I\/br8§531 June 0
1985 1 1985
e
and Short-Term Investm 10978 1711 8,756
I LT P
I ) ' !
To . SHPPIES 1575 gl 0575
Pro ertles
Oagcéngtlon
0 Structures 0 8 21
Non- TPansportatlon ,’ g; g: 34 f?8§
To t]al 4 562 1193 12226
Accumulated, Depreciation and
Nnortlzatlon (Note 0 (530) (568)
Properties - Net 4,562 0.903 11.%
Y pcses b e
TOTAL ASSETS 31174 18171 59128
LIABILITIES AD OGS BQUITY
|8 ||t|ei
urrent |ab(J|t|es
Accounts ) V\bges Payahle 0 4191 8,025
Notes EE}/ 0 0 0
gther Current L|aP|||t|e 1,2%3 1947 2220
u$ent Portion o7 Long-Term Leases (Note B) 1§08 7% 0 E%59
erm Leases (Note B 10 )1 7128
Hg Llab?ﬂ es ané f ' 2153 3399% 3647
e es, v D e et i i SN
lnevtesgfen{y% nState of Alaska (Note C 33,249 3%%61% 3%3%%
| 0 . .
@weg , 34546 7.%1
TOTAL LIA% ITl A\D&XI&G BQUTY g%ﬁ 43171 %9 %8
RETLRN QN EQUITY (ANNUALZED) 156% 20.7%

(940

17 6%

to conform with auditors YE 1985 financial statements.

4

21.



ALASKA RAILROAD CORPORATION
Notes

Financial T%tatements

SEE AUDITOR'S YEAR END AUDITED FINANCIAL STATEMENTS



AAKA RAILRI\&QED B(IHJO?AHG\I
LEASE DISCLOSLRE SHDULE
December 31, 195

SEE AUDITOR'S YEAR B\D ALDITED ANANCIAL STATEVENTS



ALASKA RAILROAD CORPCRATION
Statement of Retained Earnings
(In" Thousands of Dollars)

Actual
Dec 31
1985
Retained Eamings, Beginning of Year 0
Net Income 1,33

Balance, End of Period 71133

Budgget
Dec 31
1985

2,912

2,912



of Dollars)

(Millions

* DECEMBER,

Alaska Railroad Corporation
198 Income (Los

1985 REFLECTS ACCRUAL ADJUSTMENTS TO CONFORM WITH AUDITED FINANCIAL STATEMENTS.
8



ALASKA RAILROAD CORPCRATION
Statement of Income
Through the Period Ending December 31, 1985
(In" Thousands ot Dollars)

December Year-To-Date
Actual  Budoet™ Variance  Actual  Budget  Variance

Revenues

Railroad 3210 4154 044 5632 64191 (7,869)
Other 521 750 229 10912 9.000 1912
Total 3731 4904 (L173) 67234 73191 (5957)

Cost and Expenses

Railroad _
Transportation 1411 1666 (195) 20556 25566 (5,010
Weys and Structures 1114 861 53 12310 12810 (500
EqUipment oL 1,703 925 78 12571 11958 613
General and Administrative* (2.199) 1200  (3419) 10418 13293 (2815
Total 2089 4672 ([2583) 55855 63621 (7,772

Operating Surplus

Interest Expense
Corporate Expense

Net Surplus
Depreciation
Net Income (Loss)

* Adjustments due to

1,642 232 1410 11379 9564 (1,815)

0 51 0
(119) 168 (287) 2230 1852 378
1,607 64 1543 83C 7712 876
267 400 (133) 1455  =¢D  (3,345)
1340 J336) 1676 1133 2912 4.221

inventory re-evaluation in accordance with purchase accounting allocation method.



Carmoditv

Pipe

Coal:  Local
Export

Petroleum

Gravel

TORC

Interline
Miscellaneous Local
Total Freight

Passenger.  North
South
Other
Total Passenger
Real Estate
All Other
Total Other

TOAL

* The month of Decenfcer, 1985, reflects accrual adjustments to conform with the audited year-end financial statements.

Actual

De
Budget

Revenues by Carmodi

Through the Period Endling Dece

(L173)

ALAKA RAILROAD QCRRCRATION

r 31, 198

(In" Thousands of Dollars)

Year To Date

Variance Actual
541 3,253
14 4 255
149 5,119
343 11833

0 1819

456 1,008
267 10530
409 2101
(1,273 51,978
2%% 2,959

O ¢
329 4,344
4322

B G
(229) 10912
67.234

Budoet

Variance

~ Latest Annual Estimate.

Estimate  Budet Variance
3,253 3,780 gZY
4,255 6,170 21, 15
5,119 6,012 1,433
W
e C v S
I
2,959 3,300 341
1,102 045 (457)
283 57 22923
4,344 4,520 176
4322 4,080 247
6.590 4.920 1.670
10912 9,000 1,912
67.234 713.191 (5.957)



ALAKA RALROAD OCRPCRATION
ANALYSS

EPENE PERFCRVIANCE |
Through the Period Ending Decenter 31, 1905

Month _ Year To Date

Department Actual* Budget  Variance  Actual  Budget  Variance
Transportation® 1411 1666 (195) 2055 25566  (5,010)
Motive Power . Equipment 1,703 925 >78 12571 11,958 613
WWays & Structures® 1,114 861 23 A3lo| 12810 (500)
Marketing %0 18 (92) 1229 1921 (692)
Overheads™ (2,255) 1206 (3461) 11980 13224  (1,244)
Depreciation4 261 400 (133) 145 4800  (3,345)

Total 2300 5240 (2850) 60101 70279 (10,178)

Explanation of Variances - Year-to-Oate

(1)

I%ecrf?ase due to freight movements, primarily TORCIOOFC, gravel, and reduced coal
raffic.

Reduction results from accounting adjustment for Summer Track Improvement Program from
expense to caémal in accordance with ICC unit of property definitions offset hy
higher than budgeted personnel costs.

Underrun_ due to inventory re-evaluation partially offset by increased insurance costs,
reorganization costs and other miscellaneous costs.

Depreciation lower due to restatement of assets according to purchase accounting
allocation method.

* December, 1985, reflects accrual adjustments to conform with audited year end financial
statements.
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ALAKA RALROAD QORPCRATION
PROJECT-TODATE CAPITAL PERRCRVANCE JUMMVERY
Budget vs, Actual
Through the Period Ending December 31, 1985

(In" Thousands ot Oollars)

Agproved Amount Latest 1985 YD
U

dogt  Approp. Estimate Expend. 1986
1984 Carryover 2,063 2,063 1,928 1877 16
1985 Projects 13,187 8,207 181,203 1170 8,128
TOTAL 15250  10.270 16.131 9.047 8.204
State Funded (Cap. 4 Exp.
pate 0GR 4R o 268 2% 0
Shuttle Equipment - 528 925 0 925 0 925
Records Management - 529 15 15 15 5 10
Total State Funced T208 283 T,208 273 935

13
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PROJECT-TO-DUTE CAPITAL PERFCRVANCE ANALYSIS Page 1
Budget vs, Actual
Through the perio endln? Decenfcer 31. 1985

Iri Thousands of Dollars

Performance
, ANE Approved  Amount Latest 1985 YID  Remainder Physical Start
Projects No. Budget ~ Appropriated  Estimate Expend.  of 1985 198  Completion  Date Date  Status
%

1%4 CARRYOVR

Seward TCFC Yard 606/107 3 3 21 21 -0- 100 985 108 C _
We|?h -in-motion_ Scale 632/106 250 250 201 201 -0- 25 % 12-84 e86 10 Certify
Potter Hill Drainage 636 20 20 6 6 -0- 100 1-85 885 C

Auto Couplers 633 2 2 20 20 -0- 100 -85 C
Loco. Plow Pilots 634/151 ol o ol 0 -0 51 20 8-84 3-80

TORC Tem. Inp. - Anch, 600 3 37 37 37 -0- 100 4-85 C See 8
Anch. Eng. Supply - (Ph. I1I) 501 871 811 811 871 -0~ C See 85
1984 Tunnel Program hll 131 431 431 431 -0- C See 85
1984 Track Program — 89 89 I Ik -0- 100 38 C
Other Misc. Projects 999 257 257 215 215 -0-

TOTAL 1984 2,063 2,063 1,928 1877 -0- 16

195 PROJECTS.
Energy Conservation-(Ph IV) 501/101 1,250 1,250 1,250 514 -0- 746 80 6-85 5-86

Warefouse Im rovements 502/102 110 110 160 13 -0- 25 85 9-85 6-86
Fencmg ecunty 503/102 65 65 -0- -0- -0- -0 Merged
Computer Ajr Conditioning 504/104 62 69 6 2 -0- 59 -0 Rebid-se
Bank V\ﬁdenmq 505/105 300 300 108 108 -0- 100 6-85 885 C
Rail Lubricators 506/141 60 24 25 25 -0- 100 885 1185 C
Palmer Branch Rehab. 507 100 -0- -0- -0 -0- Deleted
Rail/Tie Fasteners 508/131 300 -0- 157 157 -0- 100 8% 128 C
Microwave Radiio (Ph 1) 59 4% -0- 266 -0- -0- 280 -0 286 1286

Bridges 510110 800 580 561 561 -0- 100 3-85 985 C
Tunnels (Ph 11) HI/I1L 1,500 1,300 4,250 2,286 -0- 1,964 5 1-85 9-86

Status Codes _ _
A- AE Preoa>ation DesP M- Materials Ordered

- Bid Process Eva uatlon R - Received

B
C- Complete H- (h Hold L - Lease/Purchase

14



PROJECT-TO-OATE CAPITAL PERFCRVIANCE ANALYSIS
Through the perio

Budget vs Actual

In' Thousands of Dollars

Latest 1985 YID  Remainder

Appropriated  Estimate  Expend.

, AE Approved  Amourt
Projects No. Buclogt
1905 PROVECTS,
Utility Systems 512/112 650 201
Fuel Station Add.-Anch. 513/113 250 250
Whittier Ranp A TOFC Fac.  514/114 47 100
Eielson Branch Rehab. 515115 2100 8 -
Barge Slip #2-Whittier 516/1{6 300 158
Locomotives 65) /117 600 600
TORC Cars (30) 518/118 422 400
Covered Cement Hoppers (5 o19 1% 8 -
Passenger Car Up rade (17 520/120 300 1y
Engmeer Const quip. | 0 1) 51/121 90 642
Removal Equipment 450 Deleted
Locomot|ve Crane 023 800 8 -
Material Handllng Equip.  524/108 85 24
Telecom. Test Equip, 5251012 125 125
Upgrade Radios 526 200 8 -
Passenger Services 221 380 8 -
NR P rOJects See page 3 999 8 - 334
Flat Cars | E) 119 8 - 255
Const. Work qu/Snow Rem 33l 8 - 8 -
TOFC Term. Imp. - Anch, 600 8 - 3
ROC Car Upgrade 144 8 - 8 -
3V Electric 4 Cabooses 153 8 - 100
Electrify 15 TOFC W  s- 265
VBA Term Dev. 006 8 - 172
PC Terminals 007 8 - il
IBM Remrtes 008 8 - 30
BV Line Printer 016 8 - 24
Weng Equipment 027 -0- 215
TOTAL 1985 13.187 8,207
CRAND TOTAL-ALL PROJECTS 15,250 10270

50 2

18 57

476 356

2,060 505

17 8 -

339 339

473 473

8 8 -
43

692 593

Deleted 8 -

460 8 -

2 24

155 30

300 8 -

380 8 -

323 269

235 235

8 - 8 -

49 49

8 - 8 -

100 46

2T 1%

18 18

1 1

o4 b4

1 1

13 13

14.203 7.170

16,131 9.047

15

endm(T; Decenfeer 31, 1985

of 1985

m m 1 1 1 1
P R®o000

L | L D N |
[ ] L N I T e T ]

[ | [ I T T T T T |
[eNeleoloNoNoNoNeoNo)
[ T 1 1 T 1 1

<Q

1
<?

1986

300
o

116
300

5

8 ENBR

8.128
8.204

Physical
Completion
|

o

1
293

EEEEBE&axwa8<8

Performance
Start
Date Date
8-85 1086
7-85 6-86
7-85 6-86
-85 1086
5-86 7-86
5-85
5-85
6-85 10-85
3-85 4-86
8-85 186
9-85 5-86
4-86 1286
-85 885
1-86 386
1-85 785
9-85 186
9-85 1186
10-85 886
9-85 1085
8-85 985
8-85 985
10-85 11-85
12-85 1285

Page 2

Status

3
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=

£
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page 3
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Projects

965 fton Proo. Res. (NPR)

Rerailing Bridge

Telex

Dock Boards

Computer, M

Dishwasher

Word Proc W/Printer (4)

Plow on 5 GP 49's

Radios_(5)

Chart Recorder

Computer & Telex

Copier - M

Computer - M

Telephone Sys.

Vans, Pass.”(2)

Budd-RDC(2),

Mobile Radio

Copier, Xerox

Computer - Mc

Camera & Accessories

Loggln%; Recorder _

Refmooe!” Procurement Office

Rad.-Tele. (Trans-2)

Rad.-Tele. (Safety)
Mc (NIK

Furniture LBeh%aI%)
Computer - 1B ‘ Idham)
Rapicon Facsimile (3)
Furniture (Procurement)
Furniture (Marketing)

Telephones  (Marketing)
Total 1965 NR

25001

65030
25004

PROJECT-TO-DATE CAPITAL PERFORVIANCE ANALYSIS
Budget vs Actual

Through the period endin

Approved  Amount

Latest

Budoet ~ Appropriated  Estimate

DD
B v SB8Ewon won o0 BRwoi =N B

BB ~BSoisn oo X ©

-0- 34

[op] N S]

ﬁB#':IC'T‘J#meOOBHBBNO«DK\)wNwNmgﬁNmANK\)

323

16

Expend.

BB RSB rwn o8 BB v B8R conv won o BE v oren B

269

1 1 1 1 1 1] 1 1 1 1 1 L] 1 1 1 L} 1 ] 1 L} 1 1 n 1 1 1 L] 1] ]
PO 0000009000000 Q0C0 Q0O C0bd
1 [] [] [ [] n [] 1 1 1 [} [] [] [} L] [] 1 [] [] [] L] [] 1 1

December 31, 1905
In’ Thousands of Dollars

1985 YID  Remainder
of 1985

<

3

19

5

Physica
1986 CompI?t

BEEB8BEBE B8 BEE<EBEEBEE=88EB8EE

Page 3

Performance
Start
Date Date  Status
10-84 4-85 C
10-84 185 C
12-84 2-85 C
12-84 2-85 C
1-85 2-85 C
1-85 385 C
11-85 3-86
3-85 785 C
5-85 6-85 C
5-85 785 C
5-85 585 ¢
4-85 4-85 ¢
4-85 78 ¢
6-85 0-85 ¢
0-85 186 Accept
6-85 1285 ¢
6-85 0-85 C
8-85 8-85 C
8-85 8-85 C
10-85 18 H
12-85 1285 C
11-85 286 M
11-85 286 M
11-85 1285 C
10-85 1285 C
11-85 1285 C
12-85 1285 C
12-85 128 C
11-85 12-85 8



Alaska Railroad Corporation
Monthly B]% Balance

Bank 05 10.5 9.9 11.1 12.2 11.0 7.6 7.0 5.2 4.9 4.1 2.9
G/L 95 8.1 7.1 10.1 9.7 8.8 5.6 4.7 3.9 4.0 3.0 1.9

17
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BB [BH[ ©
Alaska Railroad Corporation
Invent]%Level

Excluding Track Material
0 75

0 I I > I I

Jan Feb Mar  Apr May  Jun Jul Aug Sep Oct

r,JV Dec
Total 10.0 11.9 12.8 13.2 12.8 10.5 9.5 10.1 9.8 9.4 a2
On-Order A4 A 2.2 3.2 3.1 1.4 1.0 9 1.6 1.4 1.2 .6
Exclud. Track

Material 7.5 7.6 7.5 7.3 7.1 6.8 6.9 6.5 6.2 59 5.7 4.6

* INVENTORY VALUE AT YEAR END 1985 WAS REVALUED DOWNWARD TO $5.6 MILLION TO CONFORM WITH THE APPRAISAL
METHOD USED TO COMPLY WITH THE PURCHASE ALLOCATION ACCOUNTING METHOD.



AAKA RAILROAD QCRPCRATION
Accounts Recejvable Status
Through the Period Ending Decemoer 31, 1985

3 AGNG (DAYS%
Ives alance 0-15 16-30 1-45 46-60 over 60
Trade 8,002 2,431 1,339 1,496 627 2,103
I 100 30 17 19 8 26
Reimbursable 31 269 4 0 0 104
" 100 n 1 0 0 28
Real Estate 1,200 i 13 147 0 569
I 100 RY 1 i 0 18
Estimated 1,696 1,696 0 0 0
t 100 100 0 0 0
Total IL275 4873 1.356 1.643 627 2) 76

| 100 43 2 14 6 25



Principal
Amont

515,343
100,000
100,000

100.000

815.343

ALAKA RAILROAD QCRPCRATION
Current Investment Report
As of December 31, 1985

Maturity ~ Length of  Type of Interest
Date Investment  [nvestment Rate

Open Qen Mgy M 980%

01/ 21/86 182 day @ 8.50%
01/ 21/86 182 day @ 8.50%
05/09/87 540 day ) 8.50%

Estimate

Int. Income

2,104
4,061
4,061
1.275



REVENUE

EXPENSE
SURPLUS (DEFICIT)
DEPRECIATION

NET INCOME (LOSS)

ALASKA RAILROAD CORPORATION
1986 BUDGET SUMMARY
REVISED FOR SALES TARGETS
(THOUSANDS OF DOLLARS)

1986
1986 SALES
mB.UD.GEI . IAR.GE. IS.
71,057 78,900
fi5-J.fi6l 69,440
7,891 9,460
1,-800 1/800

Sum JL.m

VARIANCE
DOLLARS JL
7,843 10
6.27.4 9.
1,569 17
_Q Q

1,6 69. 17



DEPARTMVENT

TRANSPORTATION
ENGINEERING
IVP&E
SPECIAL ACENTS
ADMINISTRATION
PERSONNEL
FINANCE
MARKETING
LEGAL
OTHR

SUB TOTAL

INTEREST EXPENSE

DEPRECIATION
SUB TOTAL

TOTAL EXPENSE

ALASKA RAILROAD CORPORATION
1986 EXPENSE BUDGET ANALYSIS
(THOUSANDS CF DOLLARY)

1986
BUDGET

16,359
16,140
15,076
2,869
670
2,050
5,873
3,007
856
515
63,415

1,018
1.800
2,818

66,233

BUDCET

25,560
12,810
11,960
500
900
800
5,320
1,920
500
4,910
65,480

4,800
4,800

70,280

198S
THRU CCT

17,921
12,801
10,265
356
635
473
4,613
1,077
462
3,668
52,271

379
1,064
1,443

53,714

LATEST
ESTIMATE

20,800
10,870
12,000
440
760
580
6,000
1,580
562
9.,228
58,820

480
1.300
1,780

60,600



ALASKA RAILROAD CORPORATION
REVENUES BY COVMODITY
1986 BUDGET ANALYSIS

(IN THOUSANDS @' DOLLARS)

1985 STATLS .
1986 YTD LATEST
CONMODITY BUDGET BUDGET THRU OCT EST.IMAU
PIPE 3,049 3,780 2,619 3,000
COAL: LOCAL 5,763 6,170 3,557 4.100
EXPORT 5,113 6,612 4 521 5,340
PETROLEUM 11,311 9,581 9,605 11,500
TOFC/COFC 8,239 10,548 5,998 7,000
INTERLINE 12,786 10,514 9,194 10,800
MISCELLANEOUS LOCAL 2,221 12.315. 10.028 1LJ62H
TOTAL FREIGHT 55,547 59,671 45,522 53.370
PASSENGER: NCRTH 2,890 3,300 2,693 2,900
SQUTH 84 645 979 1,030
OTHER 1,43.6. . .. o5 213 00
TOTAL PASSENGER 4 410 47520 3,885 4,230
REAL ESTATE 5,100 4 080 4071 4971
TOTAL OTHER 11,100 9 Q0Q 9,779 11,400
TOTAL REVENUE 71.057 73,191 59,186 69,000



ALASKA RAILROAD OCORPORATION
1986 BUDGET HEADCOUNT SUMVARY

ELRSL OIR SEQOND QIR THIRU OIR fourth oti

DFPARTIVENT 1986. 1985. 1986. 19J15. 1986. 1985. 1986. 198

(1) CORPORATE OFFICE 11 6 1 8 1 12 11 9

OPERATIONS 510 532 657 711 586 635 499 509

(2) HIMMN RESOURCES 29 19 29 19 29 18 29 21

"T) FINANCE 69 59 69 59 71 63 69 69

(4) MARKETING & SALES 1Z Ja 17 27 1z 2
TOTAL £51 m 816 m m 645 m

(1) INCLUDES CHIEF COUNSEL AND STARF
(2) INCLUDES DIRECTOR, ADMINISTRATION AND STAFF

(3) é?_BS&ESWIm_UIGCUVRACTCU\PUEQ@E?ATG?SMHm%BEEVG]\NE?TE)mAH{
AF

(4) does not include summer HOST/HOSTESS PROGRAM CF 45 STUDENTS during summer passenger
SEASON



ALASKA RAILROAD CORPCRATION
1986 BUDGET HEADCOUNT SUMVEARY

CEPARTVENT 166 T 1085 %" 1bso  Des. 3. ioEe
(1) CHIEF EXECUTIVE OFFICE 11 6 11 8 11 12 11 9
OPERATIONS 515 532 650 711 629 635 504 509
(2) HUMAN RESOURCES 29 19 29 19 29 18 29 21
(3) FINANCE 69 59 69 59 71 63 69 69
(4) MARKETING & SALES 3Z  _ia 6Q 1Z n 2z 17 26
TOTAL 661 634 609 814 790 766 650 634

(1) INCLUDES CHIEF OOUNSHL A\D STARF
(2) includes Director, administration and staff

(3) é%%gFKESWIML[EGMTRACTCUVWIE?@E?ATG?SMHm%BEVmWEmAH?C

(4) DOES NOT INCLUDE SUMMER HOST/HOSTESS PROGRAM CF 45 STUDENTS DURING SUMMER PASSENGER



ALASKA RAILROAD QORPORATION
1986 SPENDING PLAN
ACCOUNT ANALYSIS

SUMVARY
m i
LATEST
1986 BUDGET ESTIMATE VARIANCE %

SALARIES, WAGES, A\D OTHERR

PERSONNEL.  EXPENSES 39,984 36,827 3,157 8
CONTRACTUAL  SERVICES 5,936 4,670 1,266 27
MATERIALS & SUPPLIES 10,095 11,321 (1,226) (11)
RENTALS, UTILITIES 2,763 3,703 (940) (25)
INSURANCE, CASUALTY, TAXES 2,271 1,117 1,154 103
OTHER _U)1z 364 653 iza

TOTAL 62,066 58,002 4,064 7
DEBT SERVICE 1,100 415 685 m

GRAND TOTAL 63,166 5LJH7. 4,749

EXPLANATION CF MAICR VARIANCES

PERSONNEL OOSTS REFLECT HUL STAFF LEVELS FOR YEAR INCREASED SALES STAFF, SVALL
INCREASE IN ADMINISTRATIVE WIRK FORCE, INCREASED HEALTH BENEFIT GOST AND PROVISION FCOR
MNIMAL WACE ADJUSTIVENT.

CONTRACTUAL  SERVICES  INCREASE  REFLECTS GOO6T O MARKETING PLAN,  RELOCATION KR
TRANSFERRED EVPLOYEES, INCREASED TRAINING.

MATERIALS AND SUPPLIESDECREASE REFLECTS REVALUATION CF INVENTORY.

RENTALS AND UTILITIES DECREASE REFLECTS SAVINGS HROM KAPP BENERGY PROJECT, CQLCSLRE OF
UNNECESSARY WAREHOUSES,  ETC.

INSURANCE INCREASE ISFOR A RUL YEAR EFFECT OF OR RISK MANAGEVENT PROGRAM AT NeW
RATES A\D PROVISION FCOR CASUALTY CLAIMS.

OTHER INCREASE REFLECTS CONSOLIDATION CF HREIGHT BXPENSE FOR  DIRECT, NONSSTOCK
PURCHASES TO THE PROOUREIVENT DIVISION.

DEBT SERVICE INCREASEREFLECTS HUL YEAR CF INTEREST BXPENSE (N LOCOMOTIVES, HAT
CARS, AND PLANNED 1986 CAPITAL ADDITIONS.



ALASKA RAILROAD CORPORATION

1986 SPENDING PLAN
DEPARTIVENT  ANALYSIS

SUMVERY
1985
1986 BUDGET ESL%TNElE\'TFE VARIANCE %
CORPORATE  OFFICE 1,579 1,191 388 33
OPERATIONS 98,516 97,170 1,396 3
FINANCE 6,815 6,000 815 19
MARKETING 3,917 2,509 908 36
HIVAN RESOURCES 2,079 807 1,267 157
ADMINISTRATION 765 790 25 1
GRAND TOTAL 63.166 55,917 9,799

EXPLANATION OF MAICR v AfilAN.CES.:

QORPORATE  OFFICE  INCREASE REFLECTS ADDITIONAL OCST KFCR LITIGATION AND INCREASE IN
LEGAL VWORKFORCE

FINANCE INCREASE REFLECTS LARGER DEBI SERVICE AND REALIGNIVENT CGF CONTRACTUAL WORKFORCE

MARKETING INCREASE REFLECTS NaW MARKETING PLAN (500K), ADDITIONAL SALES FORCE AD
RELOCATION TO WPTOAN OFFICE SPACE

HOVAN  RESOURCES INCREASE REFLECTS  NaW  ORGANIZATION  STRUCTURE, INCREASED
RESPONSIBILITIES, GO5T FCR NewW ADMINISTRATIVE PROGRAVE AND SOME ADDITIONAL  STAFF.



ALASKA RAILROAD CORPCORATION
1986 SPENDING PLAN

ACCOUNT  ANALYSIS

CONTRACTUAL  SERVICES 1986 BIJDGFT ES'I'ILATI\E/IE}_E VARIANCE
CORPCRATE  OFFICE 757 672 85
OPERATIONS 2,625 2,555 70
finance 753 939 (181)
MARKETING 920 933 987
HUVAN RESOURCES 805 50 755
ADMINISTRATION 76 26 50.

TOTAL 5,936. NL6T0 1,260

EXPLANATION OF MAJPn VARIANCES.:

CORPCRATE OFFICER INCREASE FCR ESTIMATED CORPCRATE DONATIONS.
° MARKETING INCREASE REFLECTS IMPLENVENTATION CGF NAW CORPCRATE MARKETING PLAN

0 HAVMAN RESOURCES REFLECTS REALIGNVENT O ORGANIZATION, RELOCATION EXPENSES, SALARY
ADMINISTRATION PROGRAM AND INCREASED TRAINING.



ALASKA RAILROAD CORPCORATION

MAJJLRIALSSUPPLIES
CORPCRATE OFFICE
OPERATIONS
FINANCE
MARKETING
HUVAN RESOURCES
ADMINISTRATION
TOTAL

BEXP-LANAIION CF MAJOR-YARIIANIES.:

1986 SPENDING PLAN
ACCOUNT ANALYSIS
IMVARY

1986-BUDCET.
16
9,611
219
195
39

55.

BT

° DECREASES ARE A RESULT (F REVALUATION CF INVENTORY.

.19.83-

-ESUM A LE

33
10,980
908
285

29

ad

L3

(17)
(869)
(199)
(190)

25

Q1

1L.223)



RENTALS & UTILITIES
CORPCRATE  OFFICE
OPERATIONS
FINANCE
MARKETING
HUVAN RESOURCES
ADMINISTRATION
TOTAL

EXPLANATION GF MAICR VARIANCES:

1986 SPENDING PLAN
ACCONT ANALYSIS
IMVARY

1986 BUDGET

1,°"1
995
190

179

2,767

1985

LATESI
ESTIMATE

2/685
751
19

293

3,707

DECREASES ARE GENERAL RESULTING FROM SAVINGS ARCM NBW BNERGY SYSTEMES.
° INCREASE IN MARKETING REFLECTS RELOCATION G- OFFICE.

VARIANCE

(799)
(256)
121

. CM)
(990)



ALASKA RAILROAD CORPORATION
1986 SPENDING PLAN
ACCOUNT ANALYSIS

SUMVERY
LATEST
INSURANCE, CASUALTY EXPENSES 1986 B.U.DEEI _LSIIMIE VARIANCE
CORPORATE  OFFICE 0 0 0
OPERATIONS 2,266 1,117 1,149
FINANCE 0 0 0
MARKETING 5 0 5
HUVAN RESOURCES 0 0 0
ADMINISTRATION 0 Q Q

TOTAL _2L2z21 JI1A IZ

EXELANATIQN .Qf MAJQR VARANCES:

OPERATIONS IS RESPONSIBLE FOR INSURANCE A\D RISK PROGRAVE.  INCREASE REFLECTS RUL
YEAR PREMUVG AT HGER RATES PLUS ADDITIONAL SVALL INCREASE TOMRDS H\D OF YEAR
ADDITIONALLY, REFLECTS ANTICIPATED LOSSES A\D CLAIMG DLE TO FREIGHT DAVAGE ROLLING
STOCK DAVAGE, ETC.



ALASKA RAILROAD CORPORATION
1986 SPENDING PLAN
ACCOUNT ANALYSIS

SIMVERY

LATEST E—
OTHR 1986 BUDGET ESTIMATE ~VARIM CE.

CORPORATE OFFICE 30 0 50
OPERATIONS 0 0 0
FINANCE 1,899 779 1,120
MARKETING 149 0 149
HMAN RESOURCES 19 0 19
ADMINISTRATION 0 Q 0
TOTAL JLEXLL 229, lj&a

EXPLANATION CGF MAICR VARIANCES.:

FINANCE INCREASE REFLECTS LARGER DEBI SERVICE AND FREIGHT CHARGES NOW RESPONSIBILITY
CF PROOUREIVENT (DIRECT PURCHASE AND NON-STOCK  ITEMS).

MARKETING INCREASE REFLECTS RELOCATION TO NaW WPTOAN OFFICE SPACE.



ALASKA RAILROAD CORPORATION
1906 SPENDING PLAN
ACCOUNT ANALYSIS

UMVERY
SALARIES, WAGES, A\D OTHER 19M 1985 LATEST ESTIMATE
PERSONNEL . EXPENSES _MLLARS PERSONNEL> DQUARS P EROMNEL*

CORPORATE OFFICE 751 11 484 9
OPERATIONS 32,073 575 30,333 596
FINANCE 3,454 69 3,128 63
VARKETING 2,060 43 1,772 22
HIVAN RESOURCES 1,186 21 725 16
ADMINISTRATION 460 a 385 Z

TOTAL 39,984 227 2.6.,.£27. 111

EXPLANAT ION-QF MAJIOR  VARIANCES:
0 OORPORATE OFFICE INCREASE REFLECTS ADDITIONAL LEGAL ASSISTANCE.

0 OPERATIONS DECREASE REFLECTS A 3MONTH UMMR WIRK PROGRAM RATHER THAN A 5-MONTH PROGRAM A\D
TRANSHER G PASSENGER ACENT POSITIONS TO MARKETING

0 FINANCE INCREASE REFLECTS TAKEOVER GF CONTRACTUAL SERVICES IN SYSTEIVES.

0 WI\B REFLECTS TRANSFER CF PASSENGER AGENTS FROM OPERATIONS DEPARTVENT AND ADDITIONAL SALES

* AVERACE QUARTERLY TOTAL



ALASKA RAILROAD CORPORATION
1986 SPENDING PLAN
CORPCRATE  OFFICE

LUMVARY
1985
VARIANCE

SALARIES, WAG> AND OTHR

PERSONNEL.  EXPENSES 752 484 274
CONTRACTUAL  SERVICES 757 672 85
MATERIALS & SUPPLIES 16 33 (17)
RENTALS, UTILITIES 4 2 2
INSURANCE, CASUALTY, TAXES 0 0 0
OTHR _5fl Q £Q

TOTAL 1,579 1,191 394
DEBT SERVICE Q Q Q

GRAND TOTAL W-57-S JLAST1

EXPL ANATI ON-J?£E-MJ.QIL-VARIANEEE:

PERSONNEL OOSTS WP DE TO INCREASED STAFFING IN CHIEF COUNSEL'S OFFICE  INCLUDING
ADDITIONAL SENIOR ATTORN\EY, CLERICAL HELP A\D PARALEGAL ASSISTANCE.

Contractual services up as a result of anticipated increased litigation.



ALASKA RAILROAD QOORPORATION
1986 SPENDING PLAN

ADMINISTRATION
SUMVARY
1335,
LATEST
1986 BUDCGET “ESHMAIE -VARIANCE
SALARIES, WAGES, A\D OTHR
PERSONNEL. EXPENSES 460 385 75
OCONTRACTUAL  SERVICES 76 26 50
MATERIALS & SUPPLIES 55 86 (31)
RENTALS, UTILITIES 174 243 (69)
INSURANCE, CASUALTY, TAXES 0 0 0
OTHR Q Q
TOTAL 765 740 25
DEBT SERVICE 0 0 Q
GRAND TOTAL 155. 1M 25

EXPLANATION G MAOR VARIANCES:

PERSONNEL EXPENSES REFLECTS INCREASE FOR FULL YEAR MANNING LEVELS AND ONE ADDITIONAL
STAFF PERSON

CONTRACTUAL  SERVICES  INCREASE  REFLECTS CONSOLIDATION G- OFFICE MACHNE EXPENSES IN
ADI\/IINIS'[I_FI\’CA]\L'IVE SERVICES DIVISION A\D DEVHCPVENT O RECORDS NMANACHVENT SYSTEM FCR



ALASKA RAILROAD 10N

1086 SPENDING
HVAN RESOURCES
SUMVERY
1985
LATEST
1986 BUDCET ~VARLIMCL
SALARIES, WAGES, A\D OTHER
PERSONNEL. EXPENSES 1,186 725 461
CONTRACTUAL  SERVICES 805 50 755
MATERIALS & SUPPLIES 54 29 25
RENTALS, UTILITIES 9 3 6
INSURANCE, CASUALTY, TAXES 0 0 0
OTHR IS. 0 ia
TOTAL 2,074 807 1,267
DEBT SERVICE Q Q Q
GRAND TOTAL M L + 951

EXPLANATION G MAICR VARIANCES:

PERSONNEL  COSTS REHLECT FUL YEAR EFFECT CF NBW ORGANIZATIONAL STRUCTURE TO INCLUDE
INCREASE (F 3 NBW POSITIONS FOR APRIL-JUNE TIME FRAVE

0 QONTRACTUAL SERVICES INCREASE DLE TO ACQUIRING RESPONSIBILITY FCR AL  TRAINING
REQUIREMENTS,  SAFETY  EQUIPVENT  PROGRAM  RELOCATION  EXPENSES, AD SALARY
ADMINISTRATION PROGRAM



ALASKA RAILROAD CORPCORATION
1986 SPENDING PLAN

OPERATIONS
SUMVARY
19.85.
LATEST
1986 BUDGET. VARIANCE
SALARIES, WAGES, A\D OHER
PERSONNEL EXPENSES 32,073 30,333 1,740
CONTRACTUAL SERVICES 2,625 2,555 70
MATERIALS & SUPPLIES 9,611 10,480 (869)
RENTALS, UTILITIES 1,941 2,685 (744)
INSURANCE, CASUALTY, TAXES 2,266 1,117 1,149
OTHR Q Q Q
TOTAL 48,516 47,170 1,346
DEBT SERVICE 0 0 0
CRAND TOTAL 48018 47 .,.m mL.5M

PPl ANATION GF MAICR VARIANCES:
° PERSONNEL INCREASE REFLECTS RULL YEAR MANNING LEVELS IN AL DEPARTIVENTS,
0 MATERIALS AND SUPPLIES REDUCTION BASED (N INVENTORY REVALUATIONS
0 RENTALS AND UTILITIES PROIECTED SAVINGS RESULTING FROM NBW HEATING SYSTEME.
0 INSURANCE, CASUALTY, TAXES INCREASE DLE TO INSURANCE PREMUMGS AND CASUALTY LOSS CLAIMS.



SALARIES, WAGES, A\D OTHR
PERSONNEL  EXPENSES

CONTRACTUAL  SERVICES
MATERIALS & SUPPLIES
RENTALS, UTILITIES
INSURANCE, CASUALTY, TAXES
OTHR

TOTAL
DEBT SERVICE

CRAND TOTAL

ALASKA RAILROAD QORPORATION
1986 SPENDING PLAN
MARKETING
IMVARY

1986 BUDCET

2,060
920
145
140

5

3,417

3,417

EXPLANATION G- MAICR VARIANCES:
° PERSONNEL OOSTS WP DLE TO INCREASED SALES FORCE IN ANCHORACE AND SEATTLEPASSENGER

SERVICES EXPANSION AND TRANSFER FROM TRANSPORTATION DEPARTIVENT.

LATEST
ISIIMAIE.

1,772
433
285

19
0

Q
2,509

2uU5M

19.85.-

-VARIANCE -

288
587
(140)
121

5

908

jrn

° QONTRACTUAL SERVICES WP 117% FCOR FULL-SCALE MARKETING/ADVERTISING PROGRAM
0 UTILITIES INCREASE DE TO MARKETING DEPARTVENT RELOCATING TO NwW WPTONN  OFFICE

SPACE.



Tvpyfyytityjfoly .y E£Jut3 jjry™*IVifoy — * y al?
ALASKA RAILROAD CORPCRATION
1986 SPENDING PLAN
QORPORATE  COMMUNICATIONS

SUMVARY
1985
-ESSUMAIE -V-ARIM £EL.

SALARIES, WAGES, A\D OTHR

PERSONNEL  EXPENSES 84 64 20
CONTRACTUAL  SERVICES 148 %5 93
MATERIALS & SUPPLIES 5 3 2
RENTALS, UTILITIES 0 0 0
INSURANCE, CASUALTY, TAXES 0 0 0
OTHR _Q Q

TOTAL 237 122 115
CEBT SERVICE _Q _ 0 Q

GRAND TOTAL 221 122 111

EXPLANATION G MAICR VARIANCES:
PERSONNEL USAGES INCREASE DLE TO HULL YEAR OPERATIONS CF DIVISION.

(I%E]SITRACTUN_ SERVICES INCREASE DLE TO NBW PROGRAMB FCOR SAFETY, RAILROAD POSTERS, ANNUAL



ALASKA RAILROAD CORPORAT
1986 SPENDING PLAN

CHIEF QOUNSEL
IUMVERY
m 1
LATEST
1986 BUDGET ESTIMATE VARIANCE
SALARIES, WAGES, AND OTHER
PERSONNEL.  EXPENSES 490 242 248
OONTRACTUAL  SERVICES 514 567 (53)
MATERIALS & SUPPLIES 9 26 (17)
RENTALS, UTILITIES 4 2 2
INSURANCE, CASUALTY, TAXES 0 0 0
OTHER Q Q Q
TOTAL 1,017 837 180
DEBT SERVICE Q Q Q
GRAND TOTAL . 1,017. 837 . .180.

EXPLANATION GF MAICR VARIANCES:

0 PERSONNEL CGCSTS WP 102% DLE TO INCREASED STAFF TO INCLUDE ADDITIONAL ATTORNEYS HR
FULL YEAR PARALEGAL ASSISTANCE, A\D CLERICAL ASSISTANCE.



e e ALASKA RAILROAD OORPORATION Ve !
1986 SPENDING PLAN
DETAIL ACOOLNT ANALYSIS

SALARIES, WAGES, AN\D OTHER PERSONNEL EXPENSES

1986 BUDGET 39,984

1985 ESTIMATE 36,827

VARIANCE 3,157
EXPLANATION CF VARIANCE: oL
WAGE ADJUSTIVENT $1,000 32
CLRRENT WIRK FORCE FULL YEAR MANNING 875 28
ADDITIONAL STAFF* 750 23
PENSION PLAN CONTRIBUTION 125 4
ANTICIPATED HEALTH BENEFIT INCREASE 200 7
STATE CF ALASKA UNEVPLOYNVENTOOVPENSATION 200 &

TOTAL 31.15Q m

* ADDITIONAL STAFFING IS REQUIRED IN LEGAL AND ADMINISTRATION TO SUPPORT ACTIVITIES AD
PROGRAVG THAT WHRE PREVIOUSLY HANDLED IN THE HEDERAL SYSTEM BUT NOI' BY THE RAILROAD.
ADDITIONALLY, GOLR BENHANCED MARKETING PROGRAM REQUIRES A LARGER SALES FORCE TO MAINTAIN
CURRENT REVENLE AS VHL AS OBTAIN NBW BUSINESS.



ALASKA RAILROAD QOORPORATION
1986 SPENDING PLAN
DEPARTIVENT ANALYSIS

IMW Y
LAIEST i

1986 BUDGET 'E VARIANCE %
CORPORATE OFFICE 1,579 1,191 388 33
OPERATIONS 48,516 47,170 1,346 3
FINANCE 6,815 6,000 815 14
MARKETING 3,417 2,509 908 36
human Resources 2,074 807 1,267 157

administration 765 740, 25
CRAND TOTAL 65.166 58,917 4.749 £

EXPLANATION CGF MAICR .VARIANCES.:

CORPORATE OFFICE INCREASE REFLECTS ADDITIONAL GOST FOR LITIGATION AND  INCREASE
LEGAL WORKFORCE

FINANCE INCREASE REFLECTS LARGER DEBT SERVICE AND REALIGNVENT OF CONTRACTUAL WORKFORCE

MARKETING INCREASE REFLECTS NAW MARKETING PLAN (500K), ADDITIONAL SALES FORCE AD
RELOCATION TO WPTOAN OFFICE SPACE

HMVMAN  RESOURCES INCREASE ~ REFLECTS NEW  ORGANIZATION  STRUCTURE/ INCREASED
RESPONSIBILITIES, GOST FOR NBW ADMINISTRATIVE PROGRAVE AND SOME ADDITIONAL STARF.



ALASKA RAILROAD QCORPORATION
1986 SPENDING PLAN
ACCOUNT ANALYSIS

SUMVARY
LATEST
1986 BUDGET ESTIMATE VARTANCF %
SALARIES, WAGES, A\D OTHER
PERSONNEL EXPENSES 39,984 36,827 3,157 8
OCONTRACTUAL  SERVICES 5,936 4,670 1,266 27
MATERIALS & SUPPLIES 10,095 11,321 (1,226) (11)
RENTALS, UTILITIES 2,763 3,703 (940) (25)
INSURANCE, CASUALTY, TAXES 2,271 1,117 1,154 103
OHR 1.017 364 65.3. m
TOTAL 62,066 58,002 4,064 7
DEBT SERVICE 1.100 415 685 1E5
GRAND TOTAL & U M 58,417, 4%749, £

EXPILANALUM F MAJIOR  VARLANCES:

PERSONNEL OOSTS REFLECT HRUL STAHE LEVELS FOR YEAR INCREASED SALES STAFF,  SVALL
INCREASE IN ADMINISTRATIVE WIRK FORCE, INCREASED HEALTH BENEFIT CGOST AND PROVISION FCR

MNIMAL WAGE ADJUSTMENT.

CQONTRACTUAL ~ SERVICES  INCREASE  REHLECTS  OC5T OF MARKETINGPLAN, RELOCATION  FCR
TRANSFERRED EVPLOYEES, INCREASED TRAINING.

MATERIALS AND SUPPLIES DECREASE REFLECTS REVALUATION CF INVENTORY.

RENTALS AND UTILITIES DECREASE REFLECTS SAVINGS FROM KAPP BNERGY PROJECT, OLOSURE CF
UNNECESSARY  WAREHOUSES, ETC.

INSURANCE INCREASE IS FCR A RUL YEAR EFFECT (F OR RISK NMANAGEVENT PROGRAM AT NEW
RATES AND PROVISION FCR CASUALTY CLAIIVS,

OTHER INCREASE REFHLECTS CONSOLIDATION OF FREIGHT BEXPENSE  FOR DIRECT, NONSSTOCK
PURCHASES TO THE PROOUREIVENT DIVISION.

DEBT SERVICE INCREASE REFLECTS RUL YEAR (F INTEREST BEXPENSE ON LOCOMOTIVES, HAT
CARS, AND PLANNED 1986 CAPITAL ADDITIONS.



ALASKA RAILROAD QORPORATION
1986 SPENDING PLAN
DETAIL ACCOUNT ANALYSIS

SALARIES, WAGES, AND OTHER PERSONNEL EXPENSES

1986 BUDGET 39,984

1985 ESTIMATE 36.827

VARIANCE 3,157
EXPLANATION CF VARIANCE: _2L
WAGE ADJUSTIVENT $1,000 32
QURRENT WIRK FORCE HULL YEAR MANNING 875 28
ADDITIONAL STAH* 750 23
PENSION PLAN CONTRIBUTION 125 4
ANTICIPATED HEALTH BENEFIT INCREASE 200 7

STATE F ALASKA UNEMPLOYIVENT  COVPENSATION 200
TOTAL SL.15Q m

* ADDITIONAL STAFFING IS REQUIRED IN LEGAL AND ADMINISTRATION TO SUPPORT ACTIVITIES AND
PROGRAMG THAT VWERE PREMIOUSLY HANDLED IN THE HEDERAL SYSTEM BUT NOT' BY THE RAILROAD.
ADDITIONALLY, OLR BENHANCED MARKETING PROGRAM REQUIRES A LARGER SALES FORCE TO MAINTAIN
QURRENT REVENLE AS VHL AS OBTAIN NBWV BUSINESS.



ALASKA RAILROAD OCRPORATION
1986 SPENDING PLAN
DETAIL ACCOUNT ANALYSIS

CONTRACTUAL  SERVICES

1986 BUDGET
1985 ESTIMATE
VARIANCE

EXPLANATION CF VARIAMCE

MARKETING PLAN
RELOCATION EXPENSES
HOME SALES ASSISTANCE
SALARY ADMINISTRATION PROCRAM
DONATION
TRAINING BUDGET
M SCELLANEOUS
TOTAL

O OO O o o o

5,936
4,670
1,266

$ 500
150

100

60

50

250

15Q

40
12

o1

20

_1Q
2M



ALASKA RAILROAD CORPORATION
1986 SPENDING PLAN
DETAIL ACCOUNT ANALYSIS

INSURANCE, CASUALTY, TAXES

VARIANCE 1,134
P& AVWTON G \ARANCE o
0 CASUALTY, PROPERTY, BOILER, ETC I 850 74
0 LOSS & DAVAE CLAIMS 200 17
0 WORERS COVPENSATION 1QQ 1

TOTAL SI, 150. 10Q



CORPCRATE  OFFICE

SUMVERY
LA -19-8JL.

ESTIMATE VARIANCF

SALARIES, WAGES, AD OTHR
PERSONNEL  EXPENSES 752 m 279
CONTRACTUAL  SERVICES 757 672 85
MATERIALS & SUPPLIES 16 33 (17)
RENTALS, UTILITIES 9 2 2
INSURANCE, CASUALTY, TAXES 0 0 0
OTHR D 90
TOTAL 1,579 1.191 399
CEBT SERVICE Q Q 0
GRAND TOTAL igjaa 1.191 399

EXPLANATION G- MAICR VARIANCES:

° PERSONNEL COSIS WP DE TO INCREASED STAFFING IN CHIEF COUNSEL'S OFFICE  INCLUDING
ADDITIONAL SENIOR ATTORNEY, CLERICAL HELP AND PARALEGAL ASSISTANCE.

° CONTRACTUAL SERVICES WP AS A RESULT GF ANTICIPATED INCREASED LITIGATION.



CORPORATION

NG PLAN
E
SIMVRY
1901
LATEST
1986 B.DEET. ESTIMATE VAEIANCL
SALARIES, WAGES, AND OTHRR
PERSONNEL.  EXPENSES 3,959 3,128 326
QONTRACTUAL SERVICES 753 939 (181)
MATERIALS & SUPPLIES 219 908 (199)
RENTALS, UTILITIES 995 751 (256)
INSURANCE, CASUALTY, TAXES 0 0 0
OTHC m 3M 91S
TOTAL 5,715 5,585 130
DEBT SERVICE 915 60i
GRAND TOTAL 1-8.15. 1001 M 1

EXPLANATION F MAIOR VARIANCES:

PERSONNEL INCREASE DLE TO FUL NMANNNG LEVELS FOR 12 MNTHS AS A RESULT O
REORGANIZATION, FILLING VACANT POSITION, TAKEOMR OF CONTRACT WIRK IN SYSTEWES.

OTHER REFLECTS CONSOLIDATION OF FREIGHT BEXPENDITURES UNDER THE PROOUREIVENT AND SUPPLY
DIVISIONS.

DEBT SERVICE IS THE RUL YEAR EFFECT OF OR 1985 LEVERAGED FINANCING PLUS 1985 PLANNED
CAPITAL ADDITIONS,



1986 SPENDING PLAN

ADMINISTRATION
SUMVARY
laal
LATEST
1986 BUDGET ESTIMATE VARIANCE

SALARIES, WAGES, A\D OHR

PERSONNEL BEXPENSES 960 385 75
QONTRACTUAL  SERVICES 76 26 50
MATERIALS & SUPPLIES 55 86 (31)
RENTALS, UTILITIES 179 293 (69)
INSURANCE, CASUALTY, TAXES 0 0 0
OTHR Q Q Q

TOTAL 765 790 25
DEBT SERVICE Q Q Q

GRAND TOTAL 765 790 25

EXPLANATION G- MAIOR VARIANCES:

PERSONNEL EXPENSES REHLECTS INCREASE FCR AUL YEAR MANNING LEVELS A\D ONE ADDITIONAL
STAFF PERSON

CONTRACTUAL  SERVICES INCREASE REFLECTS CONSOLIDATION G- OFFICE MACHNE EXPENSES IN
ADMNIS'I_I'I_:I\’S'GVE SERVICES DIVISION AND DEVHCPVENT G RECORDS NMANACHVENT SYSTEM FCR



ALASKA RAILROAD CORPCRATION
1986 CPERATING BUDCET SUMVERY

(THOUSANDS CF DOLLARS)

1985
ALDGET ESTVRTE Dol e g
REVENLE 71,057 59,000 2,057 3
EXPENSE 63,166 60., 6QQ (2xSfiE)  lit)
SURPLUS (DEFICIT) 7,891 8,400 (509) (6)
DEPRECIATION 1,800 1,3.00. 5Q0 18

NET INCOME (LOSS) -fix;oai . 7,100. (1,009)  (10)



ALASKA RAILROAD CORPORATION
1986 BUDGET HEADOOUNT SUMVARY

FIRST GIR SECOND QIR THRD QIR FORTH QIR

DERAfIIMENI 1986. 1985 1986 nm i 1986 1985, 1986 1,985
(1) CORPORATE OFFICE 11 6 11 8 11 12 11 9
OPERATIONS 510 532 657 711 586 635 H99 509
(2) HIMAN RESOURCES 29 19 29 19 29 18 29 21
(3) FINANCE 69 59 69 59 71 63 69 69
(4) MARKETING & SALES 11 1 B _5¢ 17 _5H -21 11 .21
TOTAL BII M BIB. m m 111 545 554

(1) INCLUDES CHIEF COUNSEL AND STARF

(2) INCLUDES DIRECTOR, ADMNISTRATION AND STAFF

(3) g%mWIMﬁGWWmT%WW%MMBDW

(4) DOES NOT INCLUDE SUMMER HOST/HOSTESS PROGRAM CF 45 STUDENTS DURING SUMMER PASSENGER



ADMNSTRATION
TOA

EALANVTICN CF MR VARANG

° QORPCRATE OFFICE INCREASE REFLECTS ADDITIONAL LEGAL ASSISTANCE.

DALAILS

751
32,073
3,454
2,060
1,185
460

59,.9M

198B

it DWYSS

PERSONNELA

11
575
69
43

21
d

121

1985 LATEST-E
DALLARS

484
30,333
3,128
1,772
725

2E5.

36,827,

PN

9
596
63
22
16

z

° OPERATIONS DECREASE REHECTS A 3FMONTH SUMWHR WIRK PROGRAM RATHER THAN A 5-MONTH PROGRAM A\D

TRANSFER OF PASSENGER AGENT POSITIONS TO MARKETING
° FINANCE INCREASE REFLECTS TAKEOVER GF CONTRACTUAL SERVICES

IN SYSTEMES.

° MARKETING REFLECTS TRANSFER (F PASSENGER AGENTS FROM OPERATIONS DEPARTVENT AND ADDITIONAL SALES

STAFF.

* NERE QURTERLY TORL



ONRCTAL SRS

CORPCRATE OFFICE
OPERATIONS
FINANCE
MARKETING

HIVAN RESOURCES
ADMINISTRATION
TOTAL

PE AT G MR VARAND

ALASKA RAILROAD CORPCORATION

1986 SPENDING PLAN
ACCONT ANALYSIS
LMVARY

1986 BUDGLI

757
2,625
753
920
805
76

S

| AT

LAID
LESII.M A .IE VARIANCE,
672 85
2,555 70
934 (181)

433 487

50 755

26 50

, 41.6.7.0, JL2& S.

> (JRORAE (FHCR INFEAE R ESTMATED GOHCRATE DONATIONG

> INFLEVENTATION @ NENCORRCRATE MARETING ALAN
E TFQN@%NZAHCN FREQCATION ) ARY




ALASKA RAILROAD CORPORATION
1986 SPENDING PLAN
ACCOUNT ANALYSIS

SUMVERY
MATERIALS & SUPPLIES 1986 BUDGET FSTINETF \ARIANF
CORPCRATE. OFFICE 16 3 (17)
OPERATIONS 9,611 10,480 (869)
FINANCE 214 408 (194)
MARKETING 145 285 (140)
HUVAN RESOLRCES 54 25
ADVINISTRATION D & .. (31)
TOTAL 101625 121 L1228)
Dﬂﬁl\N]O\l (& MR VR

S AEA ITCFFE\/ALMO\ICFINE\TKR{




RANTAI S & UTILITIES
CORPORATE OFFICE
OPERATIONS
FINANCE
MARKETING
HUVAN RESOURCES
ADMINISTRATION
TOTAL

ALASKA RAILROAD CORPORATION
1986 SPENDING PLAN
ACCOUNT ANALYSIS

IMVARY

1986 BUDCET

1/991
995
190

179
2.763

EXPLANATION GF MAICR VARIANCES:

° DECREASES ARE GENERAL RESULTING FROM SAVINGS HRCM NewW BENERGY  SYSTEMES.

° INCREASE IN MARKETING REFLECTS RELOCATION G- OFFICE,

LATEST
ESTIMATE

2,685
751
19

293
LZ.Q2

VARIANCE

(799)
(256)
121

(69)
(990)



ALASKA RAILROAD QORPORATION
1986 SPENDING PLAN
ACCOUNT ANALYSIS

IIMVERY

LAIB'— m M
NLRANE CRALATY BERNERS 1986 BIIDGFT

(RGRAE (HCE : : :
(. u O\B 2.266 1,117 1,199
H
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it DWYSS

OTHR 1986 BUDGET ESTIVATE VARIANE
CORPORATE  OFFICE >0 ° i
OPERATIONS 0 X 0
NANCE 1/899 9 1.120
MARKETING 149 X "
e . 0 19
ADMINISTRATION 0 ° -
o L . 1*338

ORAIONE IR VRAE

% FRACH B NWREFCONSBLTY
ECTS FLADATION TO NEVUPOW GFACE. SPAE
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OPERATING

CAPITAL BUDGET



INDEX

OPERATING AND CAPITAL BUDGET SUMVARY

INCOVE, REVENLE AND EXPENSE STATEIVENTS

MANPOAER  BUDGET

DEPARTIVENTAL  BUDCETS

CAPITAL BUDGETS

PACE



operating ad capital budget sumary
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ALASKA RAILROAD CORPORATION

1987 OPERATING AND CAPITAL BUDGET SUMMARY

($ 000'si

REVENUE

EXPENSE

NET INCOME fLOSS) FROM OPERATIONS
ADD BACK NON-CASH ITEMS

CASH GENERATED FROM OPERATIONS

CAPITAL BUDGET CASH REQUIREMENTS

CASH SURPLUS/DEFICIT. 1987

$ 56,760
56,406
354
4.620
4,974

4.620

354



15

70

65

60

55

50

45

20

15

10

(fi

REVENUE,
REVENUE
56.1
EXPENSE
1983 1984

NOTE;

ALASKA RAILROAD CORPORATION

Excludes Depr.
Debt Reserven

&

Bad

EXPENSE,

22.0

1985

& CAPITAL

1986
LE

52.3

CAPITAL
VALUE

1987
BUDGET



REVENUES
Rai lroad
Other
TOTAL
COST AND EXPENSES
Rai lroad

Other

TOTAL
Bad Debt Reserve
Depreciation

TOTAL BEXPENSE

NET INCOVE (LOSS)

December 18, 1986

ALASKA RAILROAD CORPORATION

1987 Projected

1987

45,600

11,160

56,760

39,580

12,746

52,326

480

3,600

56,406

354

1986
Latest
Estimate

45,200
11,300

56,500

42,524

10,976

53,500

600

2,400

56,500

Income Statement
( $ OOP's)

Variance

Dollars Percentaae
400 0.9
( 140) ( 1.2)
260 0.4
(2,944) ( 6.9)
1,770 16.1
(1,174) ( 2.1)
( 120) (20.0)
1,200 50.0
( 94) ( 0.1)
354 N/A
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ALASKA RAILROAD CORPORATION
Revenues By Comodity
1987 Revenue Budget

(000's)
1987 1986 \Y,]

Commodity Budast Latest Estimate Dol lar %
Pipe 1,000 2,125 (1,125) (52.9)
Coal: Local 4,800 4,575 225 4.9

BExport 5,600 5,700 ( 100) ( 1.8)
Petroleum 10,500 10,200 300 2.9
Gravel 3,000 4,050 (1,050) (25.9)
TOFC/COFC 7,000 6,000 1,000 16.6

Interline 7,000 7,050 ( 50) ( 0.7)
Miscel laneous 1,000 700 300 42.9
TOTAL FREIGHT 39,900 40,400 ( 500) ( 1.2)
Passenger-

North Boud 3,300 2,700 600 22.2
South Bourd 2,200 1,900 300 15.8
Charters, etc 200 200 0 0.0
TOTAL PASSENGER 5,700 4,800 900 18.8
Real Estate 6,000 5,500 500 9.1
Freight Related 662 540 122 22.6
All Other 4,498 5,260 ( 762) (14.5)
TOTAL OTHER 11,160 11,300 ( 140) ( 1.2)
TOTAL REVENUE 56,760 56,500 260 0.4

December 18, 1986



HLHSKR RAILROAD CORPORHTIO11
REVEnUE SOURCES

$70.0 $67.2
$60.0 Total
$50.0 Real Estate
Passenger
Misc. Freight
S
S $40.0
we,
%o
o
<
7 TOFCICOFC
& $30.0
$20.0
$10.0
Petroleum
1985 1986 1987
8I&1LTS L8Tt*a

ESTIMS8TE

DECEIIBER 16. 1986



ALASKA RAILROAD CORPORATION
1987 BExpense Budoet Performance Analysis

($ 00P's)
1986
1987 Latest Dol lar
DEPARTIVENT BUDGET Estimate Variance Percentaae
Railroad
Transportation 13,990 15,200 (1,210) ( 8.0)
Motive Poner &

Equipment 10,890 12,500 (1,610) (12.9)
Engineering 11,999 12,050 ( 51) ( 0.4)
Operations Staff 2,701 2,774 ( 73) ( 2.6)

TOTAL RAILROAD 39,580 42,524 (2,944) ( 6.5)
GCereral & Administrative
Corporate Office 525 625 (  100) (16.0)
Finance 4,599 5,120 ( 521) (10.2)
Marketing 2,704 3,000 ( 296) (10.0)
Administration 625 686 ( 61) ( 8-9)
HuTan Resources 1,203 1,500 ( 297) (19.8)
General Counsel 855 919 (  64) ( 7.0)
TOTAL G & A 10,511 11,850 (1,339) (11.3)
Corporate Overhead
Bad Debt Reserve 480 600 ( 120) (20.0)
INnterest BExpense 1,920 726 1,194 164.5
Depreciation 3,600 2,400 1,200 50.0
Miscel laneous 315 (1,600) 1,915 N/A
TOTAL OVERHEAD 6,315 2,126 4,189 197.0
TOTAL 56.406 56.500 ( 94) ( 0,1).

December 18, 1986
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ALASKA RAILROAD CORPORATION

1985
Results

EXPENSE CATEGORIES

56.4

TOTAL

SALARIES, WAGES &

5.1
9.0%

3.0
5.3%

7.4
13.2%

5.5
9.8%

1986 1987

Latest Budget
Estimate

BENEFFTS

99 Q
Million

58.3 %

2.5
4-4%
FUEL
MATERIALS &
SUPPLIES

UTILITIES &
INSURANCE

OTHER

DEPRECIATION &
INTEREST






Division
President & CEO
Chief Counsel
Operations
Administration
Human Resources
Finance

Marketing

TOTAL

20

ALASKA RAILROAD CORPORATION

MANNING VARIANCE ANALYSIS
1984 - 1987

19e4
Average
Manning

9
4
586

11

69
14

7100

1985
Average
Manning

6

3

606

12
67
18

120

1986

Average
Manning

4
1
564

19
64
30

696

1987
Average
Manning

2
6

483

15
62
34

610
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REVENUE

EXPENSE
SURPLUS (DEFICIT)
BAD DEBT RESERVE
DEPRECIATION

NET INCOVE (LOSS)

ALASKA RAILROAD CORPCRATION
1987 OPERATING BUDGET UMVEARY
(THOUSANDS CF DOLLARS)

PROPOMED LATEST \ARIANG
_B.UD.GE- ESHMAIE DOLLARS 1
56,760 56,500 260 0.4
52.3.26. 55,500 (1,174)  (2.1)
4,434 3,000 1,434 47.8
480 600 (120)  (20.0)
2L 6.0.Q. ,2,400 1,200 5.(L2_
m m

554 0



ADMNSTRATION
ok

INTEREST EXFENEE

2,704
625
1,203
855

480
3,600
1,920

— 315.

5 k /1Q6.

3,000
686
1,500
919

600

2,400

726
11,6.0.0).

5.6.,500.

(296)
( 61)
(297)
( 64)

(120)
1,200

1,194

.1,9.15

(10.0)
( 8.9)
(19.8)
( 7.0

(20.0)
50.0

164.5

NZA

(0.1)
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BUDGET . ESTIMAIE VARIANCE
Waﬁ
2671 (85)
235 237 ( 2)
NATHAS &SPPI.IES 1 1 :
FANTAS UTILITIES : : :
INSRANE CIALTY : : :
OI'R R 2& (13)
TOTAL 525 625 (100)
)“{l L_ \AE 0 __Q Q
GRAND TOTAL 321
EELANATICN G MR VARANES:

ALASKA RAILROAD CORPCRATION
1987 SPENDING PLAN
CORPORATE  OFFICE
IMVARY

FRFCH | ATRST
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OPERATIONS DIVISION
1987 OPERATING BUDGET

THE OPERATIONS DIVISION HAS BUDGETED RUNNDS TO PROVIDE A COVPLETE RANCGE
OF SERVICES BASED ON THE 1987 REVENUE FORECAST. THE DIVISION IS GOw-
PRISED OF THE TRANSPORTATION, MP&E, ENGINEERING DEPARTMENTS, AND THE
VICE PRESIDENT OF OPERATION'S STAFF.

THE DIVISION'S BUDGETED AVERAGE MONTHLY MANPOWER IS 483 WHICH IS A
REDUCTION OF AN AVERAGE OF 80 EMPLOYEES PER MONTH HROM 1986. THIS RE-
DUCTION ALONG WITH OTHER COST CUTTING MEASURES HAS RESULTED IN A PRO-
POSED 1987 OPERATING BUDCGET OF $39,580,000. THIS BUDGET REPRESENTS
AN ESTIMATED REDUCTION OF $2,944,000 FROM 1986 ACTUAL EXPENDITURES.
THE 1986 ACTUAL BEXPENDITURES HAVE BEEN ADJUSTED FOR THE EXTRAORDINARY
EXPENSE RELATED TO THE OCTOBER H.OOD. HIGHLIGHTS OF THE BUDGET ARE
AS FOLLOWS:

PROPOSED ESTIMATED

1987 1986
V.P OF OPERATIONS STAFF $ 2,700,000 $2,774,000
TRANSPORTATION DEPT. $13,990,000 $15,211,000
MP& E DEPT. $10,890,00 $12,474,000
ENGINEERING DEPT. $12,000,000 $12,065,000

A DETAIL ACCOUNT OF THE PROPOSED 1987 OPERATING BUDGET IS PROVIDED
FOR EACH DEPARTIVENT WITHIN THE OPERATIONS DIVISION.

(12)



[oJe]

o

ALASKA RAILROAD CORPORATION

1987 SPENDING PLAN

OPERATIONS
SUMVERY
1987 1986
PROPOSED LATEST
BWDGEL EJUMIL*
SALARIES, WAGES, A\D OTHER
PERSONNEL.  EXPENSES 26,582 29.013
OONTRACTUAL  SERVICES 2,879 3,117
MATERIALS & SUPPLIES 6,723 6,824
RENTALS, UTILITIES 1,588 1,584
INSURANCE, CASUALTY 1,808 1,986
OTHER Q Q
TOTAL 39,580 12,524
DEBT SERVICE Q _ 0
GRAND TOTAL 39,580 42,524

EXP.LANAT.IQNGE-MAJOR VARIANCES:

PERSONNEL.  REDUCTION REFLECTS REDUCED MANPOAER
CASUALTY LOSSES ARE EXPECTED TO BE LOAER IN 1987.
MATERIAL A\D SUPPLIES REHLECT A SVALLER SUMWMR WIRK PROGRAM

EXPENSES ADJUSTED DOANAARD TO REFLECT IMPACT GF HLOOD DISASTER.

(13)
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FINANCE DEPARTMENT
1987 OPERATING BUDGET

THE HNANCE DEPARTVENT CONSISTS OF ACCOUNTING  MANACHVENT  INFORMATION
SYSTEMS, REAL ESTATE, PROCUREIVENT, SUPPLY A\D CORPCRATE  PLANNING

&Financial Services), the department consists of 62 personnel reflecting

G- 3 PROFESSIONAL STAH- POSITIONS HROM THE PREMIOUS

IN THE PREMOUS YEAR THE DEPARTVENT IMPLEVENTED AND INSTALLED THE
REMAINDER CF CRITICAL FINANCIAL NMANACHVENT INFORMATION SYSTEMS, DESIGNED
AND BEGAN IMPLEMENTATION CF A CAR ACOOUNTING SYSTEM DATA BASE MANACHVENT
SYSTEM A\D PROMIDED STAHF A\D TECHNICAL SUPPORT TO THE GROAING PERSONAL
QOVWUTER BASE AT ARRC.  THESE PROGRAVG WILL CONTINUE WITH THE NEXT PHASE
G- THE CAR ACCOUNTING SYSTEM AND CONTINUED BEXPANSION G THE DATA BASE
INTEGRATION THROUGHOUT THE YEAR

THE REAL ESTATE DIVISION INVPLEVENTED AN AUTOVATED LAND DATA BASE SYSTEM
AD WILL CONTINNE TO WPGRACE THE INTEGRITY G THIS SYSTEM IN THE OOMNG
YEAR  ADDITIONALLY, 105 PARCELS CF REAL ESTATE WILL BE RF-APPRAISED UNDER
THE NW NMASTER LEASE POLICY. THIS PROCESS WLL RESULT IN A HEALTHY
INCREASE IN REAL ESTATE INCOME AS REHLECTED IN THE REVENLE BUDCET.

ACCOUNTING CONTINUED TO [IVPLEVENT THE NECESSARY PROCEDURES A\D POLICIES TO
BRING THE RAILROAD IN COOVPLIANCE WTH GAAP AND TO IMPLEIVENT THE NBW
UPDATED VERSIONS CF THE ACCOUNTING SYSTEMS.  AGGRESSIVE COLLECTION CF ALL
ACCOUNTS RECEIVABLE WILL CONTINGE TO BE AN AREA CF EIVPHASIS.

FINANCIAL SERVICES DISPOSED CF OVER $1,000,000.00 CF SCRAP DURING THE PAST
YEAR AND BEXPECTS TO QONTINUE Al THIS PACE DURING THE BUDGETED YEAR
NEARLY $7.0 MLLION IN IPVENT WAS FINANCED AND OMER $7.0 MILLION CF
OPERATING AUNDS WAS PROVIDED.  MAICR CONTRACTS CONCLUDED DURING THE  YEAR
INCLUDED WESTOURS FCOR COPERATION CF LUXLRY PASSENGER SERVICES, REBUILD CF 6
GP-38/3 LOCOMOTIVES, IPVENT  CONTRACTS. AND OTHER QONTRACTS GF A SIMILAR
NATURE.  PROCUREIVENT ECTS TO RULLY IMPLEIVENT THE NeW AUTOVATED PURCHASE
CRDER MDUE G- MAA DIRING THE QOMNG YEAR, BRING ARRC INTO COVPLIANCE
\AUC;I]I_-EVI%I'I/EASTE LAV REGARDING PROCUREVENT PRACTICES AND  STREAMLINE  ITS



ALASKA RAILROAD CORPORATION
1987 SPENDING PLAN

FINANCE
SUMVARY
1987 Lﬁ%‘r
.BU.GEL ESTIMATE 1ARLM3L.
SALARIES, WAGES, A\D OTHR
PERSONNEL  EXPENSES 2,979 3,267 (288)
CONTRACTUAL  SERVICES 980 1,224 (244)
MATERIALS & SUPPLIES 640 624 16
RNIAS  UTILITIES : : :
INSURANCE, CASUALTY 0 0 0
OTHR sL ()
TOTAL 4,599 5,120 (521)
DEBT SERVICE Q ) Q
CGRAND TOTAL 0*533. 5u323 15221

EXPLANATION GF MAICR VARIANCES:

° PERSONNEL OOST DECREASE REFLECTS FUL YEAR EFFECT OF ELIMINATION CF 3 PROFESSIONAL

STAFF POSITIONS AND ASSOCIATED COSTS.
0 QONTRACTUAL SERVICES REFLECTS WIND DOAWN G MBA ACCOUNTING  SYSTEM  INSTALLATION AND

REMOVAL GF THE BURROUGHS COVPUTER

(15)
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ALASKA RAILROAD CORPORATION
1987 SPE%NG PLAN
Tal

1987 | ﬁ%‘r
W ESIIM IE -VARIANCE.

A OHR

] 1,230 1,911 (181)
(D\]m. N V{CS 1,352 1,929 (77)
|VATEHA[S &SH:UB 60 60 0
FE\"-A.S UT”.lTlES 62 100 (38)
INLRANE, LAY : : :
O]-R Q Q Q
UA. 2,709 3,000 (296)
Bl FRIE o 0 .
GA\DUA. ZJM L M 123L).

EHAWIN CF VAR VARANES

H1LCTON RALECT VAR ALES FCHTICN

OUTSIDE SERVICES CC]VPRISED CF CI]\/I\/ISSIC]\I TICKET SALES, WHITTIER BUS RENTALS,

ST AT R

CD°°
1




ADMINISTRATION DEPARTMENT
1987 OPERATING BUDGET

THE ADMINISTRATION DEPARTMENT BUDGET [INCLUDES ALL COSTS ASSOCIATED WITH THE ARRC BOARD
OF DIRECTORS, DEVELOPMENT OF ADMINISTRATIVE POLICIES, SUPPORT SERVICES PROVIDED TO THE
EXECUTIVE OFFICES, AND ADMINISTRATIVE SERVICES PROVIDED TO THE CORPORATION.
ADMINISTRATIVE SERVICES INCLUDES OPERATION OF THE PRINT SHOP FACILITY AS WELL AS
DECENTRALIZED COPY EQUIPMENT, MAIL OPERATIONS CENTER, OFFICE AUTOMATION, AND MANAGEMENT
OF THE VEHICLE FLEET. OTHER SERVICES INCLUDE RECORDS MANAGEMENT AND FORMS MANAGEMENT.

THE ADMINISTRATION DEPARTMENT CONSISTS OF SEVEN EMPLOYEES WHICH IS A DECREASE OF TWO
FROM THE 1986 MANNING LEVEL. BOARD OF DIRECTORS"™ EXPENSES ARE ESTIMATED AT $98,000 FOR
THE YEAR WHICH INCLUDES ALL COMPENSATION, TRAVEL AND PER DIEM, AND OTHER RELATED
EXPENSES. GENERAL AND EXECUTIVE ADMINISTRATIVE SUPPORT EXPENSES WHICH [INCLUDES BOARD
SUPPORT ARE ESTIMATED AT $392,000 WHILE PRINT SHOP EXPENSES SUPPORTED BY ONE OPERATOR
ARE ESTIMATED AT $106,000 AND MAIL OPERATIONS EXPENSES SUPPORTED BY ONE MESSENGER AND
INCLUDES ALL POSTAGE EXPENSE FOR THE CORPORATION AT $78,000. THE ACTIVITY LEVELS OF THE
VARIOUS RAILROAD DEPARTMENTS AFFECTS THE ACTIVITY LEVEL FOR ADMINISTRATIVE SERVICES
BECAUSE OF THE NATURE OF SERVICE PROVIDED.

an



ALASKA RAILROAD CORPORATION
1987 SPENDING PLAN
ADMINISTRATION

SUMMARY
1987 1986
PROPOSED LATEST
..BUD.GE.1_ VARIANCE.
SALARIES, WAGES, AND OTHER
PERSONNEL EXPENSES 388 367 21
CONTRACTUAL SERVICES 209 272 (63)
MATERIALS & SUPPLIES 28 97 (19)
RENTALS, UTILITIES 0 0 0
INSURANCE, CASUALTY 0 0 0
OTHER ) Q_
TOTAL 625 686 (61)
DEBT SERVICE __ o Q_
GRAND TOTAL 321 686 (61)

EXPLANATION. .OF..MAJOR-VARIANCES.:

< PERSONNEL COST DECREASE REFLECTS RE-ASSIGNMENT OF SECRETARIAL POSITIONS FROM CEO TO
ADMINISTRATION AND PERSONNEL CUTS.

< QUTSIDE SERVICES DECREASE REFLECTS MOVING RESPONSIBILITY FOR BUDGETING ALL COMPUTER
TYPE EQUIPMENT FROM ADMINISTRATION TO INFORMATION SYSTEMS.

< MATERIALS AND SUPPLIES REFLECTS A DECREASE DUE TO A ONE TIME ONLY PROJECT COMPLETED IN
1986.

(18)



HUMAN RESOURCES DEPARTMENT
1987 OPERATING BUDGET

THE HUMAN RESOURCES DEPARTMENT IS STAFFED AND BUDGETS FUNDS TO PROVIDE A FULL
RANGE OF HUMAN RESOURCE SERVICES INCLUDING RECRUITMENT, EMPLOYMENT, LABOR
RELATIONS, . AFFIRMATIVE ACTION, HEALTH, SAFETY AND ENVIRONMENT, AND
ORGANIZATION, COMPENSATION AND BENEFITS TO THE PRESIDENT AND CEO AND HIS STAFF.

THE HUMAN RESOURCES STAFF IS COMPRISED OF 15 PEOPLE UNTIL 6/30/87 AT WHICH
TIME IT WILL BE REDUCED TO 14 WHICH REPRESENTS A DECLINE OF SIX ACTUAL
PERSONNEL FROM THE 1986 MANNING LEVEL. THE OPERATING BUDGET FOR 1987 1S
$1,201,000. HIGHLIGHTS OF THE BUDGET ARE AS FOLLOWS:

SALARIES AND BENEFITS AMOUNT TO 68% OF THE BUDGET. AN ESTIMATED 240
PERIODIC AND 150 SEASONAL PRE-EMPLOYMENT PHYSICALS WILL COST
$72,000. SUPERVISORY AND SAFETY TRAINING IS ESTIMATED AT $41,000.
THE SAFETY AWARDS PROGRAM IS BUDGETED FOR $50,000. THIS REPRESENTS
MERIT AND BRONZE AWARDS FOR A MAJORITY OF RAILROAD EMPLOYEES IN
1987. A MORE DETAILED ACCOUNT OF THE BUDGET IS SET OUT FOR EACH
SECTION OF THE HUMAN RESOURCES DEPARTMENT.

19



ALASKA RAILROAD CORPORATION
1987 SPENDING PLAN
HUMAN RESOURCES

SUMMARY
1987 1986
PROPOSED LATEST
_B.UMEI_ ESTIMATE _V.AR1AN.CE
SALARIES, WAGES, AND OTHER
PERSONNEL EXPENSES 905 1,197 (292)
CONTRACTUAL SERVICES 212 220 (8)
MATERIALS & SUPPLIES 86 133 (97)
RENTALS, UTILITIES 0 0 0
INSURANCE, CASUALTY 0 0 0
OTHER 0 Q
TOTAL 1,203 1,500 (297)
DEBT SERVICE 0. 0 Q_
GRAND TOTAL 112, L-STifl _JL2Sz1

EXPLANATION OF MAJOR VARIANCES:

PERSONNEL COST DECREASE REFLECTS ELIMINATION OF 6 POSITIONS.



GENERAL COUNSEL'S OFFICE
1987 OPERATING BUDGET

THE GENERAL COUNSEL'S OFFICE IS STAFFED AND BUDGETS FUNDS TO PROVIDE A FULL
RANGE OF LEGAL SERVICES FOR THE CORPORATION THAT ARE NEEDED IN A MULTITUDE OF
AREAS, INCLUDING COMMERCIAL, FINANCIAL, CORPORATE, REGULATORY, ENVIRONMENTAL,
FEDERAL CONVEYANCING, NATIVE LAND CLAIMS, PERSONNEL, LABOR LAW,
TRANSPORTATION, LEGISLATIVE INTERPRETATION AND IMPLEMENTATION, WORKERS
COMPENSATION, FREIGHT CLAIMS, PERSONAL INJURY AND PROPERTY DAMAGE.

FOR FISCAL 1987 THE GENERAL COUNSEL'S OFFICE STAFF WILL BE COMPRISED OF 6
PEOPLE. THE OPERATING BUDGET FOR 1987 IS $855,000.00. HIGHLIGHTS OF THE
BUDGET ARE AS FOLLOWS:

SALARIES AND BENEFITS AMOUNT TO 91% OF THE BUDGET. AN ESTIMATED 53%
OF THE. BUDGET IS FOR CONTRACTUAL SERVICES, TRAVEL, LAW LIBRARY,
SUPPLIES AND EDUCATION/TRAINING COMPRISES THE REMAINING 6% OF THE
1987 BUDGET. A MORE DETAILED ACCOUNT OF THE BUDGET IS SET OUT FOR
EACH CATEGORY OF THE GENERAL COUNSEL'S OFFICE BUDGET.
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SALARIES, WAGES/ AND
PERSONNEL EXPENSES

CONTRACTUAL SERVICES

MATERIALS 8& SUPPLIES

RENTALS, UTILITIES

INSURANCE, CASUALTY

OTHER

TOTAL

DEBT SERVICE

GRAND TOTAL

ALASKA RAILROAD CORPORATION
1987 SPENDING PLAN
GENERAL COUNSEL

SUMMARY
1987 1986
PROPOSED LATEST
_BiJDGELI. Estimate VARITANCE
367 919 (97)
989 501 (17)
9 9 0
0 0 0
0 0 0
3. 3 0
855 919 (69)
__Q _£ _I)_
855 311 m |

EXELAMAILQN_QF..MAJ.QR_V.ABIMCEa:

PERSONNEL COSTS REFLECTS

CONTRACTUAL SERVICES

ELIMINATION OF GENERAL ATTORNEY POSITION.
DECREASE

REFLECTS REDUCED OUTSIDE ATTORNEY EXPENSES.

(22)



ALASKA RAILROAD CORPORATION
1987 SPENDING PLAN
CORPORATE OVERHEAD

SUMMARY

CORPORATE OVERHEAD |INCREASES ARE DUE TO LARGER DEBT SERVICE REQUIREMENTS
AND INCREASED ASSET BASE FOR DEPRECIATION.






ALASKA RAILROAD CORPORATION
1987 CAPITAL PROGRAM

Thousands of Dollars

Roadbed, Track &
Other Facilities

BY

CATEGORY
ervice 6,529
Other
Vehicles
278
(4%)
Trans.
373
(6%)
BY
DEPARTMENT
6,529
MP&E
365
(6%)
SPENDING
1986 Carryover 548
PaSi%}SVQ 1987 New Projects 5,981
(3 %)
Total 1987 Spending 6,529

12-10-86



ALASKA RAILROAD CORPORATION
CAPITAL BUDGET SUMMARY

1987
DEBT SERVICE $2,236
OPERATIONS PROJECTS 4,106
PASSENGER SERVICES UPGRADE 187
TOTAL 6,529
LESS NON-CASH/REIMBURSEABLEAMOUNT (1.909)
TOTAL CASH FLOW IMPACT 4.620

December 18, 1986 (25)



ALASKA RAILROAD CORPORATION
Capital Budget Summary
1987
DEBT SERVICE

INTEREST
INSTITUTION PRINCIPLE INTEREST RATE

Chase Manhattan

Locomotives, GP-49 482,076.00 359,040.00 9.3
Articulated Flats, 30 235,530.00 192,055.00 10.5
Construction Equipment 119,284.00 128,352.00 7.5
Locomotives, GP-38/3 (6) 279,002.00 229,917.00 8.0
Locomotive Cranes (?° 130,868.00 109,455.00 8.0
RDC. 1986 (?) 53,348.00 45,609.00 8.0
Subtotal 1,300,108.00 1,064,428.00
Citicorp
Locomotives,
Construction Equip 214,278.00 161,821.00 8.3
Articulated Flats (15) 126,427.00 102,734.00 6.011
Subtotal 340,705.00 264,555.00
Alaska Pacific Bank
RDC. 1985 Upgrade 183,182.00 61,"08.00 8.15
Subtotal 183,182.00 61,008.00
MiscelJ meous
I™M (small equipment) 98,599.00 11,663.00
S3M (mainframe ) 221,727.00 71,937.00
"/S Leasing (Wang Equip) 91,550.00 9,115.00
Subtotal 411,876.00 92,715.00
TOTAL DEBT SERVICE 2,235,871.00 1,482,706.00

December 18,1986



ALASKA RAILROAD CORPORATION
1987 Capital Budget Sumirary
( $ 00P"s) "

OPERATIONAL PROJECTS
$ THOUSANDS

TOTAL 1987
VALUE SPENDING
1986 CARRYOVER PROIJECTS
Head-End Power Plants 106 75
Eielson Branch Rehabilitation 2,202 92
Fiber Optic Cable Terminals 125 112
Radio System Replace & Upgrade 300 269
TOTAL 2.733 548
1987 PROPOSED CAPITAL PROJECTS
Transportation
Light vehicles, (6) 108 108
Hot Box Detectors 100 100
Upgrade Anchorage TOFC Yard 65 65
Fairbanks TOFC Yard Phase | 100 100
TOTAL 373 373
Motive Power & Equipment
Light Vehicles, (2) 30 30
Locomotive Flange Lubricators 40 40
Material Handling Equipment 20 20
Manlift 50 50
Overhead Crane Improvements 50 50
Wastewater Treatment .00 100
TOTAL 290 290
Engineering
Light Vehicles, (6) 108 108
Rail, Ties, Ballast 1,300 1,300
Bridge Program 575 575
Montana Creek Bridge 361 361
Sheep Creek Bridge 193 193
Rail Tie Fasteners 100 100
Whittier Electric 200 200
TOTAL 2.837 2NB3T

(27)
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(Cont)
$ THOUSANDS
TOTAL 1987
VALUE SPENDING
1987 PROPOSED CAPITAL PROGRAM (CONT)
Security
Light Vehicles, (2) R 32
Fencing, West Anchorage ROW 26 26
TOTAL 58 58
TOTAL OPERATIONAL PROJECTS 5.291 4,106
PFt5SENGER SERVICES UPGRADE
Containerized Baggage 72 72
Denali Depot Upgrade 15 15
1 Whittier Flatcars 100 100
TOTAL PASSENGER SERVICES 187 187
TOTAL OPERATION AND PASSENGER SERVICES 6.478 4.293

H December 18, 1986
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PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
PROJECT TITLE: LIGHT VEHICLE REPLACEMENT PROGRAM
LOCATION: OPERATIONS DIVISION
ESTIMATED COST: $278
ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)
TATUS OF ENGINEERING DESIGN
COST ESTIMATE: N/A
PROJECT DESCRIPTION: PURCHASE 16 LIGHT VEHICLES

PROJECT JUSTIFICATION:

The present vehicles scheduled for replacement have body and rust
damage, high mileage, and experience high maintenance costs. The
vehicles®™ average age is eight years ar " mileage over 80,000. These
vehicles have met or exceeded their forecasted economic life of five
years or 70,000 miles.

Older vehicles with high mileage are difficult to maintain to ensure

reliable operating status. An annual replacement program will result
in lower vehicle maintenace cost, increase availability resulting in

increased productivity, and a higher quality vehicle fleet.

(29)



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
PROJECT TITLE: HOT BOX DETECTORS
LOCATION: wrLLow M1 185.9
ESTIMATED COST: $100
ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)
STATUS OF ENGINEERING DESIGN & COST ESTIMATE: N/A

PROJECT DESCRIPTION:

Construct hot box, shifted load, and d agging equipment detector.

PROJECT JUSTIFICATION:

Trains re inspected at three locations resulting in six inspections
per round trip between Anchorage and Fairbanks. These inspections
result in additional train delays of approximately 30 minutes per
trip.

An automated, mechanical inspection system will detect, locate, and
alert train crews of hot boxes, dragging eguipment, and shifted loads
thus reducing train delays at the Willow inspection point. This
installation will be the test site to evaluate an automated inspection
system as a prelude to operating more trains without cabooses.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET
($000)
PROJECT TITLE: UPGRADE ANCHORAGE TOFC
YARD
LOCATION: SHIP CREEK
ESTIMATED COST: $65
ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: N/A

PROJECT DESCRIPTION:

Resurface the existing TOFC Yard. The project will consist of fill,
grading, compaction, and surfacing with D-1 or equivalent.

PROJECT JUSTIFICATION:

The current TOFC Yard has not received any major improvements since
1984. Over the last three years of constant use and exposure to
weather conditions, the yard has deteriorated to an uneven, wash—
board surface resulting in slower operations and potential safety
hazards. In August, two employees claimed on-the-job back injuries
from operating yard hostlers over this rough terrain for extended
periods of time.

@D



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
PROJECT TITLE: FAIRBANKS TOFC YARD
(PHASE 1)
LOCATION: FAIRBANKS YARD
ESTIMATED COST: $100
ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)

STATUS OF ENGINEERING DESIGN& COST ESTIMATE: N/A
PROJECT DESCRIPTION:

Phase 1 of the Fairbanks TOFC Yard consists of relocation of the
existing yard and compaction of 3000 cubic yards of type I1Il fill.

PROJECT JUSTIFICATION:

The existing Fairbanks TOFC Yard is inefficient, has restricted space
and will be inadequate to handle increases in intermodal business.

The current TOFC Yard configuration requires intermodal cars be worked
in separate areas. This in turn requires the van loader and truckers
to cross active yard tracks to pick up and drop off trailers creating
potential safety hazards and an inefficient yard operation. Addi—
tionally, TOFC trailers are now stored in an unsecured area and we
have experienced vandalism and theft problems. This project will
provide a TOFC Yard minimizing safety and security problems and max—
imizing operational efficiency.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
PROJECT TITLE: HEAD END PC 3R PLANT
LOCATION: ANCHORAGE
ESTIMATED COST: $75
ACCURACY OF COSTESTIMATE: CLASS 11 (+ OR - 10%)

STATUS OF ENGINEERINGDESIGN & COST ESTIMATE: COMPLETE

PROJECT DESCRIPTION:

Purchase and install a 315 KW head end power plant in locomotive 3010.
This project was initiated in fourth quarter 1986 with $28 forecasted
as a work in process carryover. The estimated 1987 expenditures 1is
$75.

PROJECT JUSTIFICATION:
The modification of locomotive 3010 with a head end power unit provides
the most utility to railroad operations. This modified locomotive will

be used in passenger service and winter freight service. The winter
utilization will consist of keep from freezing freight service.

(33)



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PI?gJEC)T INFORMATION SHEET
000

PROJECT TITLE: LOCOMOTIVE FLANGE
LUBRICATORS

LOCATION: ANCHORAGE

ESTIMATED COST: $40

ACCURACY OF COST ESTIMATE: CLASS 11 (+ OR - 10%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: N/A

PROJECT DESCRIPTION:

Purchase and install 15 locomotive wheel flange lubricators.

PROJECT JUSTIFICATION:

Recent research has shown if lubricant is applied to locomotive wheel
flanges significant reduction of fuel consumption and wheel wear can be
achieved. MP & E anticipates annual cost savings of $54 in reduced
consumption of fuel, Ilocomotive and car wheels, and track wear.

(34)



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PF(Q?OJEE)T INFORMATION SHEET
PROJECT TITLE: MATERIAL HANDLING
EQUIPMENT
LOCATION: ANCHORAGE
ESTIMATED COST: $20
ACCURACY OF COST ESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: N/A

PROJECT DESCRIPTION:

Purchase and install miscellaneous shop equipment

PROJECT JUSTIFICATION:

This investment pool represents an equipment replacement program
established to update our shop equipment. The shop equipment will

be replaced with new more efficient equipment when the old equipment
breaks down beyond economic repair.

(35)



SCPPLERENTAL pRONEC T I ORVATION SHEET

($000)
PROJECT TITLE: PURCHASE MANLIFT
LOCATION ANCHORAGE
ESTIMATED COST: $50
ACCURACY OF COST ESTIMATE: CLASS 11 (@OR - 10%)
STATUS OF ENGINEERING DESIGN & COST ESTIMATE N/A
PROJECT DESCRIPTION:

Purchase Manlift Equipment

PROJECT JUSTIFICATION:
WP & EtDe[PSartrrrllgnthre

[IPE°fom & facal

d
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PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET
($000)

PROJECT TITLE: R\/IVE&B%BIE%‘%NE
ANCHORACGE

LOCATION

ESTIMATED COST: $50

ACCURACY OF COST ESTIMATE CLASS 11 (@ QR - 10%)
STATUS OF ENG NEERING DESIGN « COST ESTIMATE:  N/A

PROJECT rESCR tPTION:

Ber%tggrs]eesand install new power supply for the General Repair Shop

PROJECT JUSTIFICATION:
[“e Pippesed, vey Eontro ??“pvp Ml EReR S A0S, CHaRe 19, B8 O’?ﬁeraﬁeeﬂ/
{ Ievxl 8ontro Wil dﬁjce abor. [e%uwemena ana improve shop
Itiona y noise Tevels will "be reduced and Improving
?h« V\yrklng conditions.

GN



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
FROJECT TITLE: WASTE WATERTREATMENT
LOCATION: SHIP CREEK
ESTIMATED COST: $100
ACCURACY OF COSTESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERINGDESIGN & COST ESTIMATE: N/A

PROJECT DESCRIPTION:

Improve the waste water handling systems at the locomotive wash
rack.

PROJECT JUSTIFICATION:

To keep the Railroad in compliance with environmental rules an
improved waste water treatment handling system should be installed.
A benefit of an improved system should be a reduction in the amount
of water requiring treatment resulting in lower operating costs.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
PROJECT TITLE: RAIL PROGRAM
LOCATION: SYSTEM WIDE
ESTIMATED COST: $319
ACCURACY OF COST ESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE

PROJECT DESCRIPTION:

Install 14,400 feet of alloy rail.

PRO.. CT JUSTIFICATION:

This 1is an annual major maintenance program designed to replace

rail that has exceeded its useful life for mainline operations. The
used rail will be cascaded to sidings and or yard tracks where re—

required. The replacement rail will come from existing inventories
and will not require a capital outlay.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PF%O&E%)T INFORMATION SHEET

PROJECT TITLE: TIE PROGRAM

LOCATION: SYSTEM WIDE

ESTIMATED COST: $323

ACCURACY OF COST ESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE

PROJECT DESCRIPTION:

Install 6,000 ties. The tie program will be consist of 3,000 soft—
wood and 3,000 hardwood ties.

PROJECT JUSTIFICATION:

This is an annual major maintenax.ee program designed to replace
old and worn out ties that have e.ceeded their useful life. The
replacement ties will come from ex: sting inventories and will not
require a capital outlay.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
PROJECT TITLE: BALLAST PROGRAM
LOCATION: SYSTEM WIDE
ESTIMATED COST: $658
ACCURACY OF COST ESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE COMPLETE

PROJECT DESCRIPTION:

Replace 60,000 cubic yards of ballast and resurface 300 miles of
track.

PROJECT JUSTIFICATION:
This is an annual major maintenace program designed to replace
.ballast that has exceeded i1ts useful life. The replacement ballast

will come from existing inventories and will not require a capital
outlay.

(41)



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET
($000)
PROJECT TITLE: EIELSON BRANCH REHAB
LOCATION: FAIRBANKS
ESTIMATED COST: $92
ACCURACY OF COST ESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE COMPLETE
PROJECT DESCRIPTION:

Install 500 second hand ties and spot surface as required. This
is a carryover project approved in the 1986 Capital Budget.

PROJECT JUSTIFICATION:

The installation of ties and the spot surfacing represents the balance
of work for the 1986 Capital Budget item. On the completion of this
work AFE 115 Eielson Branch will be complete. Any additional work will
be budgeted in future years as new a budget item.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET
($000)
PROJECT TITLE: BRIDGE PROGRAM
LOCATION: SYSTEM WIDE
ESTIMATED COST: $575
ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE

PROJECT DESCRIPTION:

This 1s an annual program of major maintenance on steel bridges,
timber trestles, and culverts. Deteriorated ties, piling, bridge
timbers, and culverts are replaced on a programmed basis.

PROJECT JUSTIFICATION:

Timber bridge components have an average service life of 30 years.
Major rehabilitation work in the 1952 - 1956 period resulted in a
significant amount of 30+ year old timber in service. This program

is required to replace these bridge members to reduce the risk of
failure. Culvert replacements are required to maintain drainage and
keep roadbed maintenance costs from increasing. Renewed bridges also
reduces the cost of track maintenace at the bridge ends. The replace—
ment and/or upgrade of the substructure of the bridges is required to
ensure the load carrying capabilities of the bridge and maintain a safe
operating railroad.

The material cost is estimated at $200 with the majority of the
materials coming from existing inventory.

(43)



PROPOSED 987 BASELINE CAPITAL BUDGET
SUPPLEMEIJAL PROJECT INFORMATION SHEET

($000)

PROJECT TITLE: MONTANA CREEKBRIDGE
LOCATION: MONTANA CREEK
ESTIMATED COST: $361
ACCURACY OF COSTESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERINGDESIGN & COST ESTIMATE COMPLETE

PROJECT DESCRIPTION:

Rebuild the Montana Creek Bridge

PROJECT JUSTIFICATION:

The October 1986 flood severly damaged this bridge and this project

represents the permanent repairs. The FEMA and STATE reimbursement
is anticipated to pay for the total cost of repairs.
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PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($000)
PROJECT TITLE: RAIL TIE FASTNERS
LOCATION: SYSTEM WIDE
ESTIMATED COST: $100
ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE

PROJECT DESCRIPTION:

Install 150 gage plates and 300 Pandrol tie plates on curves of 6
degrees or greater. This is a carryover project approved in the
1986 Capital Budget.

PROJECT JUSTIFICATION:

These devices prevent spreading track gage. Spreading of gage on sharp
curves as well as rail rotation under severe lateral loading is a very
serious concern for the Railroad. Constant regaging on wooden ties
reduces tie service life by an estimated 15%.

The gage plates and Pandrol tie plates are in our current inventory
minimizing any capital outlay for materials.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET
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A PROJECT TITLE: SHEEP CREEK BRIDGE
B. LOCATION: SHEEP CREEK
C. ESTIMATED COST: $193
D. ACCURACY OF COST ESTIMATE: CLASS 111 (+ OR - 15%)

E. STATUS OF ENGINEERING DESIGN & COST ESTIMATE COMPLETE

F. PROJECT DESCRIPTION:
Rebuild the SHEEP Creek Bridge

G. PROJECT JUSTIFICATION:
The October 1986 flood severly damaged this bridge and this project
represents the permanent repairs. The FEMA and STATE reimbursement

is anticipated to pay for the total cost of repairs. The permanent
repairs were started in November 1986 and will carryover into 1987.



PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET

($0007
PROJECT TITLE: JIBER OPTIC CABLE TERMINALS
LOCATION: ANCHORAGE ,PORTAGE, & WHITTIER
ESTIMATED COST: $112
ACCURACY OF COST ESTIMATE: CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: COMPLETE

PROJECT DESCRIPTION:

Install digital fiber optical terminals to replace open wire pole
line and marine cable system between Portage and Whittier. This 1is
a carryover project approved in the 1986 Capital Budget.

PROJECT JUSTIFICATION:

The pole line cable system to Whittier was built in 1940 and is in
need of major overhaul and replacement. The system received major
damage during the 1964 earthquate and four sections have been re—
placed with temporary cable. In the last six years most of the lead
splices have badly corroded and are close to failure. A replacement
system will cost $325,000, but an agreement between Anchorage Tele—
phone Utility and the Railroad has enabled us to utilize the fiber
optic system between Anchorage and Whittier. This agreement will
eliminate the need for replacement of the pole line. Purchasing

the fiber optic terminals and connecting them to ATU"s fiber optic
system will give us full data and telephone service to the Whittier
Terminal.
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PROPOSED 1987 BASELINE CAPITAL BUDGET
SUPPLEMENTAL PROJECT INFORMATION SHEET
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PROJECT TITLE: REPLACE AND UPGRADE RADIO SYSTEM
LOCATION SYSTEM WIDE
ESTIMATED COST: $269
ACCURACY OF COST ESTIMATE CLASS 11l (+ OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE COMPLETE

PROJECT DESCRIPTION:

Replace and upgrade radios currently operating in the Federal Govern—
ment band to operate in the Land Transportation Railroad Band and
divide the Maintenance of Way operations into seperate channels from
train operators. This 1s a carryover project approved in the 1986
Capital Budget.

PROJECT JUSTIFICATION:

The military surplus radios installed in the 40°s and the piece-meal
modifications since then will no longer meet the needs of the Railroad.
An example is the train and portable radios in use cannot operate on
both the perviously assigned federal frequencies and the Land Trans—
portation Railroad Band (LTRB). The replacement and upgrade will

initially permit the Railroad to use four frequencies operating in

the LTRB ar.d permit future expansion within the 99 channels allotted

for railroid use.
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PROJECT TITLE: WHITTIER ELECTRIC
LOCATION: WHITTIER TERMINAL
ESTIMATED COST: $200
ACCURACY OF COST ESTIMATE: CLASS IIl (* OR - 15%)

STATUS OF ENGINEERING DESIGN & COST ESTIMATE: REVIEW STATUS
PROJECT DESCRIPTION:

Replacement of existing high voltage distribution system in the
Whittier Yard.

PROJECT JUSTIFICATION:

The railroad has incurred a PCB contamination problem in the Whittier
electrical distribution system. The current system is a non-standard
distribution network which is contaminated with PCB"s. A replacement
system is necessary to eliminate future PCB problems and to minimise

clean up costs of the current contaminated system.
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PROJECT TITLE SECURITY FENCE
LOCATION: WEST ANCHORAGE ROW
ESTIMATED COST: $26
ACCURACY OF COST ESTIMATE: CLASS Il (¢QR - 15%)

STATUS OF ENGINEERING DESICN « COST ESTIMATE: REVIEW STATUS

PROJECT DESCRIPTION:

Fence the TOFC yard that borders the west Anchorage ROW

PROJECT JUSTIFICATION:

Th? TOFC Yard bO{de
Ithout seCurty

181y and T pas

RO 78

resulhng |
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PROPOSED 1987 BASELINE CAPITAL BUDGET

SUPPLEMENTAL PROJECT

PROJECT TITLE

LOCATION

ESTIMATED COST

ACCURACY OF COST ESTIMATE

PROJECT DESCRIPTION

(5000)

Containerized Baggage
Anchorage
40 Containers @ $800 each
Fairbanks Forklifts
Anchorage Forklift
Denali Forklift

Total Cost

Class 3

INFORMATION SHEET

$32,000
Already
20,000
20,000

$72,000

Purchase containers and forklifts to handle the baggage on the Anchorage via Denali
containerization will reduce the manual handling of the baggage.

PROJECT JUSTIFICATION

The ARRC needs to come into the modern ages with baggage handling.

at Fairbanks and Anchorage and save layover time at Denali Park.

Cash Flow
Equipment
Anc/Fbx Labor Savings
Forklift Maintenance
Less 12 Hour Dead Head Trains

Year Year
0 1
72)

24
@
2
(72) 24

Life Expectancy probably 7 years, use 5 to be conservative.

INTERNAL RATE OF RETURN 13.03%

to Fairbanks Express. The

The containerized system will reduce staffing

Year Year
2 3
24 24
@ ©®

2 2
22 20

Year Year
4 5
24 24
® (10)

2 2
18 16



PROPOSED 1987 BASELINE CAPITAL BUDGET
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PROJECT TITLE Denali Depot Refurbishing
LOCATION Anchorage
ESTIMATED COST (ARRC or Contact)
MATERIALS LABOR
COST
Electrical $ 1,000 $ 3,000
Plumbing 500 2,000
Roo* 500 1,000
Paint Outside 1,000 1,500
Paint Inside 500 1,000
Other Repairs
(contingency) $ 1.000 $2.000
Subtotal $ 4,500 $10,500

$15,000 ESTIMATED TOTAL COST
ACCURACY OF COST ESTIMATE Class 3

PROJECT DESCRIPTION
Bring the Denali Depot up to code. This will require work on the electric, plumbing, and heating system.

PROJECT JUSTIFICATION

Denali is the hub of the northbound traffic so the ARRC needs a Depot at Denali to properly serve the customer®s
needs. The facility has an appropriate rustic appearance the traveling public appreciates and the facility also serves as
acommunity center of activity.

After to talking to numerous community members,, it may be possible to obtain quality volunteer labor to refurbish the
Depot if the ARRC supplies the necessary material®.!.

PROJECT ALTERNATIVES

1. Tear down the current facility and construct a new smaller depot. This alternative costs more than refurbishing
and destroys an historic structure.

2. Tear down and just construct an overhead cover. Unacceptable customer service for the 80,000 riders that travel
on the north segment with Denali being that primary stop.

3. Refurbish existing structure. Cheaper than new facility, supplies adequate customer convenience and saves an
historic building.
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PROJECT TITLE Whittier Shuttle Flat Cars
LOCATION Anchorage
ESTIMATED COST 5 @ $20,000 each = $100,000

This project will be funded with State of Alaska Shuttle Funds.

ACCURACY OF COST ESTIMATE Class 3

PROJECT DESCRIPTION

The cost of maintaining the current rail passenger cars used on the Whittier Shuttle was excessive so this equipment has
been disposed of. In reviewing the alternatives, it appears that buses on flat cars may be the most cost effective. This
requires the purchase of flatcars to place the buses on. The current flatcars are filled to capacity on numerous
occasions so putting the buses on these would reduce vehicle capacity too much.

PROJECT ALTERNATIVES FOR WHITTIER PASSENGER EQUIPMENT
1. Rental Buses on Flatcars.
2. Purchased Buses on Flatcars.
3. Lease of Rail Passenger Equipment.
The cost of these three alternatives will be analyzed extensively prior to the actual purchase decision.

(€S)





