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H O U S E  C O M M I T T E E  R E P O R T

D a t e  r e f e r r e d :  2 / 2 6 / 8 8 F U R T H E R  R E F E R R A L S :

L a b o r  & C o m m e r c e

D A T E : 3 B~88
C o m m i t t e e  h a s  c o n s i d e r e d  H B  4 8 5T h e  ________________________________________  ______________________

• • o £ I
" A n  A c t  a m e n d i n g  p r o v i s i o n s  r e l a t i n g  t o  a s o l i c i t a t i o n  f o r  o f f e r s  t o  

p u r c h a s e  o r  o p e r a t e  t h e  A l a s k a  R a i l r o a d ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e . "

R E C O M M E N D S : \

[ X ] r e p l a c e  w i t h  C 3  A 3  ^ ^ 3  

[ ] a t t a c h e d  a m e n d m e n t ( s )

X ]  d o  p a s s  

] d o  n o t  p a s s  

] n o  r e c o m m e n d a t i o n  

] i n d i v i d u a l  r e c o m m e n d a t i o n s  

] a d d i t i o n a l  r e f e r r a l  t o  t h e  _____

[ ] t h e  s a m e  t i t l e

[ ^ ]  a n e w  t i t l e

C o m m i t t e e

A D O P T S : C ] l e t t e r  o f  i n t e n t

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) : 

[ ] f i s c a l  i m p a c t

[ X  ] z e r o  f i s c a l  n o t e

[ ] z e r o  w i t h  a n a l y s i s

S I G N I N G  D O  P A S S :

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  __________________________

[ ] s a m e  a s  p r e v i o u s  z e r o  f i s c a l

n o t e  p u b l i s h e d  ___________________

S I G N I N G  O T H E R  R E C O M M E N D A T I O N S :

C h a i r m a n ' s  s i g n a t u r e



STATE OF ALASKA BILL VERSION: CSHB 4 8 5  (TRSP)
1988 LEGISLATIVE SESSION PUBLISH OATE. HOUSE l / l b T m

F I S C A L  N O T EREQUEST:
Revision O a t e : _________________________________ Agency Affected: Commerce &~Econ.  Dev.
Title: An A c t  amend ing p r o v i s i o n s  r e l a t i n qRP i i -  A l a s k a  R a i l r o a d  C o r p o r a t i o n

t o  a s o l i c i t a t i o n  f o r  o f f e r s  t o  p u r c h a se  o r ~ o p e r a t e  t h e  A l a s k a  R a i l r o a d  C o r p .
S p o n s o r  C a t o _________________________________  C om p o n e n t s : ________________________________
Reque s t e r  House  T r a n s p o r t a t i o n  C omm i t t e e ___________________________________________________
E X P E N D IT U R E S  I R E V E N U E S : (Thousands o f  Dol lars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES " 'TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS
TOTAL OPERAT ING______ - 0 - -u- - U - - 0 - - u - -U-

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - . - 0 - . J

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - -0- I
FUNDING: (Thousands of  dollars)
GENERAL FUND m '
FEDERAL FUNDS
OTHER
TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

POSITIONS:
FULL-TIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PARTTIME 1
TEMPORARY 1

ANALYSIS: (Attach a separate cage if necessary.)

F e b r u a r y  2 4 .  1 988  
F e b r u a r y  2 4 ,  1 9 88
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Division: A l a s k a  R a i l r o a d  C o r p o r a t i o n  _________  Date: _

Approved by Commissioner: J .  An th ony  Sm i t h .  C omm is s i o n e r  Date: _
Agency: D e p a r tm e n t  o f  Commerce and Economic D eve lo pmen t

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ios) page_J____of
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HOUSE LABOR AND COMMERCE COMMITTEE
ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811 — .
C h a i r m a n  - R e p r e s e n t a t i v e  D a v e  D o n l e y  (907) 465-3892

M a r c h  4, 1 9 8 3

T o :  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  m e m b e r s

Re: H B  4 8 5

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

* H B  4 8 5  b a c k g r o u n d  i n f o r m a t i o n

* r e s e a r c h  r e p o r t  - " E x e m p t i o n s  t o  a n d  S a l e  P r o v i s i o n  o f  
t h e  A l a s k a  R a i l r o a d  A c t . "

* s t a t u t e s

* f e d e r a l  r e g u l a t i o n s  

* t r a n s f e r  o v e r v i e w  

* A l a s k a  R a i l r o a d  a p p r a i s a l  

* a s s e s s m e n t  

* m i s c .



PROPOSAL TO SELL AK RAILROAD
(A) A S S E T  A P P R A I S A L  I N V E N T O R Y

1- L a n d
2 - E q u i  p m e n t

3--Faci I i t i es
4 - O t h e r  A s s e r t

(B) C O S T I N G  A N A L Y S I S  B Y  T Y P E  O F  S E R V I C E S

1- F r e i  g h t
2 - C o a l  (local 8< e::port>
3 - G r a v e l
4 - P e t r o l e u m
5- P i  p e

6 - T 0 F C - C 0 F C
7 - I n t e r 1 i n e

S - F’a s s e n g e r  (A n c h  . - F a i r b a n k s  , Whi tt i er , S e w a r d

(C) D E T A I L E D  M A R K E T I N G  P L A N

1-Frei ght

2 - P a s s e n g e r
3 - R e a l  E s t a t e
4 - O t h e r

(D> L O N G - R A N G E  P R O F I T A B I L I T Y  A N A L Y S I S

1 - P r o - F o r m a  F i n a n c i a l s
2 - R e a l  E s t a t e  P o t e n t i a l

(E) M O D E L S  F O R  F I N A N C I N G  P U R H A S E

1 - H i r i n g  of an I n v i s t m e n t  B a n k e r

(F) D E T E R M I N A T I O N  O F  L I Q U I D A T I O N  V A L U E

(G) D E V E L O P  R E P L A C E M E N T  C O S T  D A T A

1--Land

2 - E q u i  p m e n t
3 - F a c i 1 i ti es

<H> R I S K  M A N A G E M E N T  A N A L Y S I S

(I) S T A T U S  O F  T I T L E  T R A N S F E R

1 - O u t s t a n d i n g  I s s u e s  ( F e d e r a l  T r a n s f e r  A c t  )
2 - N a t i v e  C l a i m s

S< C h a r t e r s

(J) A N A L Y S I S  O F  L E G A L  C L A I M S



(K> A N A L Y S I S  OF LABOR CONTRACTS

1-Iinpact of F e d e r a l  T r a n s f e r  A c t
2 - R e t i r e m e n t  B e n i f i t s  ( F e d e r a l  ?/ C o r p o r a t i o n )

3 - W h a t  k i n d  of e m p l o y e e  p r o t e c t i o n

<L> D E T E R M I N E  T Y P E  O F  S A L E  ( A N A L Y S I S )

1- W h o l e
2 - P a r t

3 - C o m b i  na t i  on

(M) D E T E R M I N E  S T R U C T U R E  O F  S A L E  ( A N A L Y S I S )

1- L e a s e

2 - L e a s e  /' P u r c h a s e
3 - Q u t r i g h t  P u r c h a s e

4 - W h a t  S e r v i c e s  T o  B e  R e t a i n e d

(N) I D E N T I F I C A T I O N  O F  P R O S P E C T I V E  B U Y E R S

P R E P A R E D  F O R  H O U S E  T R A N S P O R T A T I O N  C O M M I T T E E

H . B . 4 S 5

2 - 2 4 - 8 8  / G . D . V A L I N S K E



REQUEST:

STATE O F  A L A S K A
1988 LEGISLATIVE S E S S I O N

BILL VERSION:
PUBLISH DATE:

HB 485

F I S C A L  N O T E

Revision Date: 
Title

  Agency Affected: Commerce & Econ- Dev.
An Ac t  amending p r o v i s i o n s  r e l a t i n g R R n -  A l a s k a  R a i l r o a d  C o r p o r a t i o n

t o  a s o l i c i t a t i o n  f o r  o f f e r s  t o  p u r c h a s e  o r ~ o p e r a t e  t h e  A l a s k a  R a i l r o a d  Corp
Sponsor :  - C a t o _________________________________ C om p o n e n t s : _____________________________ _
Requester .  House T r a n s p o r t a t i o n  C omm i t t e e •________________________________________________
E X PE N D IT U R E S  / R E V E N U E S : (Thousands o f  Dol lars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING - 0 -  - 0 - - U - - U - -U - - U -

CAPITAL 1o11o1 - 0 - - 0 - - 0 - - 0 -

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
FUNDING: (Thousands of dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER
TOTAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

POSITIONS:
FULLTIME - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
PARTTIME i
TEMPORARY

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: J im  B la s . i nqame ,  E x e c u t i v e  V i c e  P r e s i d e n t
Division: A l a s k a  R a i l r o a d  C o r p o r a t i o n

I .  An th ony  Smii

Phone: 2 6 5 - 2 4 0 3 ___________
Date: F e b r u a r y  2 4 ,  1988

Approved by Commissioner: J .  A'rrtho/iy Sm i t h ,  C om m is s i o n e r  Date: 
Agency: D ep a r tm en t  o f  Commerce and Economic  D eve l o pmen t
Distribution (by preparer):

Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ies)

F e b r u a r y  2 4 ,  1988

page of

0691 D.-4/022488a



D a t e  r e f e r r e d : 2 / 1 5 / 8 8 F U R T H E R  R E F E R R A L S :  L a b o r  & C o m m e r c e

D A T E :

T h e   T r a n s p o r t a t i o n _____________C o m m i t t e e  h a s  c o n s i d e r e d  H B  4 8 5 __________

" A n  A c t  a m e n d i n g  p r o v i s i o n s  r e l a t i n g  t o  a s o l i c i t a t i o n  f o r  o f f e r s  t o  
p u r c h a s e  o r  o p e r a t e  t h e  A l a s k a  R a i l r o a d ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e ."

R E C O M M E N D S :

[ i/j r e p l a c e  w i t h   d  S  b\B>  ̂  ̂ t h e

[ ] a t t a c h e d  a m e n d m e n t ( s )   ̂^  a  t i t l e

[ ✓'f d o  p a s s  

[ ] d o  n o t  p a s s

[ ] n o  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] a d d i t i o n a l  r e f e r r a l  t o  t h e  _____________________________  C o m m i t t e e

A D O P T S : [ ]  l e t t e r

A T T A C H E S  N E W  F I S C A L  N O T E ( s ) :

[ ] f i s c a l  i m p a c t

t A  z e r o  f i s c a l  n o t e  

[ ] z e r o  w i t h  a n a l y s i s

o f i n t e n t

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  __________________________

[ ] s a m e  a s  p r e v i o u s  z e r o  f i s c a l

n o t e  p u b l i s h e d  ___________________

S I G N I N G  O T H E R  R E C O M M E N D A T I O N S :

C h a i r m a n ' s  s i g n a t u r e



H o u s e  o f  R e p r e s e n t a t i v e s

Rep. Bette Cato, Chairman
C o m m itte e  o n  T ra n s p o rta t io n  statecapitoi

Juneau , A laska 99811

F e b r u a r y  24, 1 9 8 8  

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  

C O M M I T T E E  C A L E N D A R :

H B  48 1 :  " A n  A c t  r e l a t i n g  t o  n a m i n g  t h e  W o o d r o w  J o h a n s e n
E x p r e s s w a y . "

H B  48 5 :  " A n  A c t  a m e n d i n g  p r o v i s i o n s  r e l a t i n g  t o  a
s o l i c i t a t i o n  f o r  o f f e r s  t o  p u r c h a s e  o r  o p e r a t e  t h e  
A l a s k a  R a i l r o a d ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  
d a t e . "

F O R  T H I S  M E E T I N G ,  Y O U  H A V E  B E E N  G I V E N :

a f o l d e r  o n  H B  4 8 1  t h a t  i n c l u d e s :

i t e m  #1: H B  4 8 1

#2: f i s c a l  n o t e  - D O T / P F

a f o l d e r  o n  H B  4 8 5  t h a t  i n c l u d e s :

i t e m  #l: H B  4 8 5
#2: CS H B  4 8 5

#3: f i s c a l  n o t e  - D e p a r t ,  o f  C o m m .  & E c o n o m i c  Dev.  
#4: a g r e e n  b i n d e r :  * H B  4 8 5  & b a c k g r o u n d  i n f o

* l e g a l  s e r v i c e s
* s t a t u t e s
* f e d e r a l  r e g s
* t r a n s f e r  o v e r v i e w
* A K  R R  a p p r a i s a l
* a s s e s s m e n t
* m i s c .



TE3II HKSiDSILAirBII
LEGISLATIVE AFFAIRS AGENCY
LEGISLATIVE REFERENCE LIBRARY

May, 1988
Copies o f  minutes l i s t e d  below were o r i g i n a l l y  inc luded  
in  t h i s  f i l e .  The minutes a re  a v a i la b le  on the STAIRS database CMPR„ In  o rd e r to  save .space cop ies o f  minutes 
have not been l e f t  in  the f i l e s . Mary Van Nimwegen

POOCH Y . STATECAPITOI 
JUNEAU, AIASKA998II 

907.<6S 3800

f t  T f c A N )  I '< *>0j±, k\A
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STATE O F  A L A S K A
1988 LEGISLATIVE S E S S I O N

BILL VERSION: HB 485
P U B L IS H  D A T E :___________

•  REQUEST;________________________________ F I S C A L  N O T E ___________________________________________
Revision Date:    Agency Af fected:  Commerce & E con .  Dev.
Title- An A c t  amending p r o v i s i o n s  r e l a t i n g R n u -  A l a s k a  R a i l r o a d  C o r p o r a t i on___

t o  a s o l i c i t a t i o n  f o r  o f f e r s  t o  p u r c h a s e  o r  o p e r a t e  t h e  A l a s k a  R a i l r o a d  Corp
Sponsor :  C a t o_________________________________ C om p o n e n t s : ___________________________________
Requester :  House  T r a n s p o r t a t i o n  C omm it t ee • __
E X PE N D IT U R E S  I R E V E N U E S : (Thousands o f  Dol lars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -U -  -U - -U - 1 Cl 1 1 e i - U -

CAPITAL - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -

REVENUE - 0 - - 0 - - 0 - - 0 - - 0 - - 0 -
FUNDING: (Thousands or dollars)
GENERAL FUND 
FEDERAL FUNDS 
OTHER 
TOTAL 1 0 1 1 0 1 - 0 - - 0 - - 0 - - 0 -

POSITIONS:
FULL-TIME - 0 - - 0 -  1 - 0 -  1 - 0 - - 0 - - 0 -
PARTTIME ! i ;
TEMPORARY 1

ANALYSIS: (Attach a separate page if necessary.)

Prepared by: J im  B la s . i nq ame ,  E x e c u t i v e  V i c e  P r e s i d e n t  phone: 2 6 5 - 2 4 0 3 ____________
Division: A l a s k a  R a i l r o a d  C o r p o r a t i o n  _________  Date: F e b r u a r y  2 4 ,  1988

I .  An thony  SmifApproved by Commissioner: J .  An thony  Sm i th .  C omm is s i o n e r  Date: F e b r u a r y  2 4 ,  1988
Agency: D epa r tm en t  n f  Commerce and Economic  D eve lo pmen t

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) page J____of J__
0691 D.-4/022488a



T H E  A L A S K A  R A I L R O A D  C O R P O R A T I O N

T h e  d e c i s i o n  t o  p u r c h a s e  t h e  A l a s k a  R a i l r o a d
f r o m  t h e  f e d e r a l  g o v e r n m e n t  w a s  m a d e  i n  1 9 8 4
h o w e v e r ,  d i s c u s s i o n s  o n  t h i s  s u b j e c t  t o o k
p l a c e  f r o m  1 9 8 0  o n w a r d .  N u m e r o u s  b i l l s  a n d  r e s o l u t i o n s
w e r e  i n t r o d u c e d  r e g a r d i n g  t h e  r a i l r o a d  p u r c h a s e .

S C S  C S H B  5 1 2  (fin) w a s  s i g n e d  i n t o  l a w  b y  t h e  
G o v e r n o r  J u l y  5, 1984. T h i s  a c t  e s t a b l i s h e d  t h e  
A l a s k a  R a i l r o a d  C o r p o r a t i o n  t o  m a n a g e  a n d  o p e r a t e  
t h e  A l a s k a  R a i l r o a d  a n d  p r o v i d e d  f o r  a n  e f f e c t i v e  
d a t e  o f  J u l y  6, 1984.

J a n u a r y  5, 1 9 8 5 ,  t h e  A l a s k a  R a i l r o a d  w a s  t r a n s f e r e d  
f r o m  f e d e r a l  t o  s t a t e  o w n e r s h i p .

P u r c h a s e  p r i c e  $ 2 2 . 3  m i l l i o n .  T h i s  p r i c e  d i d  n o t  
i n c l u d e  a n y  r e c e i v a b l e s  o r  c a s h ,  t h e r e f o r e  t h e  
l e g i s l a t u r e  a p p r o p r i a t e d  a n  a d d i t i o n a l  $ 1 0 . 9  m i l l i o n  
($4.9 m i l l i o n  f o r  o p e r a t i n g  a n d  $6 m i l l i o n  f o r  c a p i t a l )

E f f e c t i v e  J a n u a r y  6th, 1 9 8 5  t h e  A l a s k a  R a i l r o a d  
C o r p o r a t i o n  b e c a m e  r e s p o n s i b l e  f o r  m a n a g e m e n t  a n d  
o p e r a t i o n  o f  t h e  A l a s k a  R a i l r o a d .  A  s e v e n  m e m b e r  
B o a r d  o f  D i r e c t o r s  a p p o i n t e d  b y  t h e  G o v e r n o r  a r e  
r e s p o n s i b l e  f o r  t h e  o v e r a l l  m a n a g e m e n t  o f  t h e  
C o r p o r a t i o n .  T h e  C o r p o r a t i o n  is a p u b l i c  c o p o r a t i o n  
a n d  i s  a n  i n s t r u m e n t a l i t y  o f  t h e  s t a t e  w i t h i n  t h e  
D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t .
T h e  c o r p o r a t i o n  h a s  a l e g a l  e x i s t e n c e  i n d e p e n d e n t  o f  
a n d  s e p a r a t e  f r o m  t h e  s t a t e .

T h e  f i r s t  y e a r  o f  o p e r a t i o n s ,  t h e  A R R C  p o s t e d  a 
p r o f i t  o f  $ 7 , 1 3 3  m i l l i o n .  I n  1 9 8 6 ,  r a i l r o a d  r e v e n u e s  
d e c l i n e d .  T h i s ,  c o u p l e d  w i t h  s e v e r a l  u n e x p e c t e d  
c a t a s t r o p h i e s  c a u s e d  t h e  A R R C  t o  r e c o r d  a $ 9 8 5 , 0 0 0  

l o s s .  W i t h  1 9 8 7  y e a r  e n d  r e c e n t l y  c o m p l e t e d ,  t h e  A R R C  
h a s  r e c o r d e d  a $ 3 , 0 1 7  m i l l i o n  p r o f i t  f o r  t h e  y e a r .

A c t u a l  r e v e n u e s  f o r  1 9 8 7  s t i l l  s h o w  a s i g n i f i c a n t  
r e d u c t i o n  1 9 8 5  - $ 6 7 , 2 3 4  ( m i l l i o n )

1 9 8 6  - $ 5 8 , 1 3 3
1 9 8 7  $ 5 3 , 7 0 3

H o w e v e r ,  a c t u a l  e x p e n s e s  h a v e  b e e n  r e d u c e d  s i g n i f i c a n t l y
1 9 8 5  - $ 5 8 , 0 8 5
1 9 8 6  - $ 5 6 , 0 6 8
1 9 8 7  - $ 4 5 , 6 0 4



S e v e r a l  a r e a s  h a v e  c h a n g e d  s u b s t a n t i a l l y  s i n c e  t h e  
f i r s t  y e a r  o f  o p e r a t i o n s  o f  t h e  A R R C .  T h e  m a j o r  
i n c o m e  p r o d u c e r s  h a v e  s h i f t e d :

D e c r e a s e  % 1 9 8 7  v s  1 9 8 5  I n c r e a s e  % 1 9 8 7  v s  1 9 8 7  
P i p e  - 7 7 . 9 %  P a s s e n g e r  +  2 5 . 1 %
G r a v e l  - 6 5 . 0 %  R e a l  E s t a t e  +  2 0 . 5 %
I n t e r l i n e  - 4 1 . 6 %  C o a l  +  1 9 . 1 %

O v e r  t h e  p a s t  3 y e a r s  o f  s t a t e  o w n e r s h i p  t h e  A R R C  
h a s  t o  u p g r a d e D  s e r v i c e s .  I n  1 9 8 5  t h e  A R R C  
s p e n t  $ 1 2 . 5  m i l l i o n  o n  c a p i t a l  i m p r o v e m e n t s  a n d  
u p g r a d e s .  I n  1 9 8 6  $ 9 . 2  m i l l i o n  w a s  s p e n t  a n d  
i n  1 9 8 7  $ 6 . 3  m i l l i o n  i n  c a p i t a l  e x p e n d i t u r e s  w a s  
i n c u r r e d .  T h e s e  u p g r a d e s  h a v e  i n c l u d e d  n e w  
l o c o m o t i v e s ,  n e w  i n t e r m o d a l  c a r s ,  n e w  b u l l e t p r o o f  
p a s s e n g e r  s e r v i c e  c a r s ,  a d d i t i o n a l  b u d  c a r s ,  
a s  w e l l  a s  m a n y  m a n y  c a p i t a l  d o l l a r s  b e i n g  s p e n t  t o  
u p g r a d e  t h e  e x i s t  t r a c k  a n d  r a i l  bed.

T h e  C o r p o r a t i o n  h a s  a l s o  c a p i t a l i z e d  o n  l a n d  l e a s i n g  
T o t a l  l a n d  h o l d i n g  o f  t h e  A l a s k a  R a i l r o a d  i s  3 9 , 2 9 2  
a c r e s .  O f  t h i s  1 3 , 7 5 9  a c r e s  is u s e d  f o r  r i g h t  o f  w a y  

a n d ,  8 , 1 2 4  is u s e d  f o r  o p e r a t i n g .  T h e  A R R C  c u r r e n t l y  
l e a s e s  2 , 0 7 7  a c r e s  o f  l a n d  t h r o u g h o u t  t h e  s t a t e  f o r  a 

t o t a l  i n c o m e  o f  $ 5 , 2 0 6  m i l l i o n .  T h i s  is a 2 0 . 5 %  i n c r e a s e  
o v e r  1985.

T h e  A l a s k a  R a i l r o a d  t r a n s f e r  a c t  p r o v i d e d  s p e c i f i c  

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

S e c .  3 C h a p t e r  1 5 3  S L A  84 (SCS C S H B  5 1 2  Fin)
S e c .  4 2 . 4 0 . 2 6 0  s t a t e s .  E v e r y  5 y e a r s  t h e  a n n u a l  
f r o m  t h e  A R R C  t o  t h e  G o v e r n o r  a n d  l e g i s l a t u r e  s h a l l  
i n c l u d e  p o t e n t i a l  s a l e  a r r a n g e m e n t s  w h e r e b y  t h e  
c o r p o r a t i o n  m a y  b e  t r a n s f e r e d  t o  p r i v a t e  o w n e r s h i p .  
T h e  a n a l y s i s  s h a l l  i n c l u d e  d o c u m e n t a t i o n  o f  a t  l e a s t  
t h r e e  o f f e r s  t o  s e l l  t h e  c o r p o r a t i o n  i n i t i a t e d  b y  
t h e  c o r p o r a t i o n .  T h i s  r e p o r t  w o u l d  b e  b e  r e q u i r e d  
i n  t h e  A R R C  a n n u a l  r e p o r t  y e a r  e n d  1 9 8 9  a n d  w o u l d  
b e  p r e s e n t e d  t o  t h e  l e g i s l a t u r e  i n  J a n u a r y  1 9 9 0 .

T o  d a t e  n o  s a l e  o f f e r s  h a v e  b e e n  s o l i c i t e d  a n d  
r a i l r o a d  m a n a g e m e n t  s t a t e  t h e  n e c e s s a r y  s a l e  
p a c k a g e  h a s  n o t  y e t  b e e n  p r e p a r e d  b y  t h e  c o r p o r a t i o n .
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J a n u a r y  1 6 ,  1987

MEMORANDUM

TO: R e p r e s e n t a t i v e  B e t t e  C a to

ATTN: Wendy Cham be r l a i n

FROM: P e n e l o p e  W e y h r a u c h ^
L e g i s l a t i v e  A n a l y s ¥ \

RE: E xemp t io n s  t o  and S a l e  P r o v i s i o n  o f  t h e  A l a s k a  R a i l r o a d  Ac t
R e s e a r c h  Reques t  8 7 . 0 5 7

You a s ked  f o r  a d i s c u s s i o n  o f  t h e  A l a s k a  R a i l r o a d  Act e x em p t i o n s  and what 
e f f e c t  r e p e a l i n g  t h e  e x em p t i o n s  m igh t  have  on t h e  A l a s k a  R a i l r o a d  C o r p o r a ­
t i o n .  You a l s o  asked f o r  a d i s c u s s i o n  o f  t h e  r e q u i r e m e n t  r e l a t i n g  t o
o f f e r i n g  t h e  r a i l r o a d  f o r  s a l e ,  and w h e th e r  o r  n o t  t h e  A l a s k a  R a i l r o a d  
C o r p o r a t i o n  i s  c omp ly ing  w i t h  t h i s  r e q u i r e m e n t .

A l a s k a  R a i l r o a d  Act E xemp t io n s

I c o n t a c t e d  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  (ARRC) and a s k ed  them t o  
d i s c u s s  how t h e  c o r p o r a t i o n  wou ld  be a f f e c t e d  by r e p e a l i n g  t h e  e x em p t i o n s  
l i s t e d  in  AS 4 2 . 4 0 . 9 2 0 .  I a s ked  Tad L ew i s ,  G e n e r a l  Counse l  f o r  t h e  ARRC,
what s p e c i f i c  e f f e c t  on t h e  c o r p o r a t i o n ' s  r e v e n u e  and o p e r a t i o n s  t h e  r e p e a l  
o f  each  o f  t h e  s t a t u t o r y  e x em p t i o n s  wou ld  h a v e .  Mr.  L ew i s '  l e t t e r  o f  
r e s p o n s e  i s  a t t a c h e d .  You w i l l  n o t e  t h a t  t h e  r e s p o n s e  i s  v e r y  g e n e r a l .

O f f e r i n g  t h e  A l a s k a  R a i l r o a d  f o r  S a l e

A l a s k a  S t a t u t e s  4 2 . 4 0 . 2 6 0 ( b )  s t a t e s  t h a t  " E v e r y  f i v e  y e a r s  t h e  
[ c o r p o r a t i o n ' s ]  annua l  r e p o r t  s h a l l  i n c l u d e  an a n a l y s i s  o f  p o t e n t i a l  s a l e  
a r r a n g em e n t s  whereby the  c o r p o r a t i o n  may be t r a n s f e r r e d  i n t o  p r i v a t e  ow ne r ­
s h i p .  The a n a l y s i s  s h a l l  i n c l u d e  d o c um en t a t i o n  o f  a t  l e a s t  t h r e e  o f f e r s  t o  
s e l l  t h e  c o r p o r a t i o n  i n i t i a t e d  by t h e  c o r p o r a t i o n  d u r i n g  t h e  l a s t  f i v e  
y e a r s . "

A c c o r d i n g  t o  J a c k  McGee, A s s i s t a n t  A l a s k a  A t t o r n e y  G e n e r a l ,  AS 4 2 . 4 0 . 2 6 0 ( b )  
p r o v i d e s  a l l  t h e  g u i d e l i n e s  a v a i l a b l e  f o r  ARRC t o  f o l l o w  t o  meet t h e  o f f e r -  
t o - s e l l  r e q u i r e m e n t .  Mr.  McGee s a i d  t h a t  the  f i r s t  f i v e - y e a r  p e r i o d  began
on J a n u a r y  5 ,  1 9 8 5 ,  a t  t h e  t im e  ow ne r sh i p  f o r  t h e  r a i l r o a d  p a s s e d  f r om  th e
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f e d e r a l  g o v e rnmen t  t o  the  S t a t e .  The ARRC i s  r e q u i r e d  t o  o f f e r  t h e  r a i l ­
r o a d  f o r  s a l e  t h r e e  t im e s  b e f o r e  J a n u a r y  5 ,  1 9 9 0 .

Mr .  McGee s a i d  t h a t  he i n t e r p r e t s  t h e  s t a t u t o r y  o f f e r - t o - s e l  1 r e q u i r e m e n t  
t o  mean t h a t  t h e  ARRC must a c t i v e l y  s o l i c i t  o f f e r s  and n o t  j u s t  a d v e r t i s e  
t h a t  t h e  r a i l r o a d  i s  f o r  s a l e .  Mr .  McGee s a i d  t h a t  i f  t h e  c o r p o r a t i o n  does  
n o t  comp ly  w i t h  t h e  s t a t u t o r y  r e q u i r e m e n t ,  t h e  l e g i s l a t u r e  wou ld  p r o b a b l y  
t a k e  a c t i o n ,  t h e  s e v e r i t y  o f  wh ich  wou ld  depend on how s t r o n g l y  t h e y  
b e l i e v e d  t h a t  t h e  r a i l r o a d  s h o u l d  be t r a n s f e r r e d  t o  p r i v a t e  ow n e r s h i p .

I a s ked  Mr .  Lewis  i f  t h e  ARRC has t a k e n  any s t e p s  t o  beg in  c om p l y i n g  w i th  
t h e  s t a t u t e .  He s a i d  t h a t  a t  t h e  l a s t  c o r p o r a t i o n  b o a r d  m e e t i n g ,  t h e  b o a rd  
a s ked  t h e  ARRC's l e g a l  c o u n s e l  t o  b e g in  l o o k i n g  a t  d i f f e r e n t  ways t h e  c o r ­
p o r a t i o n  c o u l d  app ro ach  c om p l y i n g  w i t h  t h e  r e q u i r e m e n t .  Mr .  Lewis  men­
t i o n e d  t h a t  t h e  b o a rd  d i s c u s s e d  t h e  f o rm  i n  wh ich o f f e r s  s h o u l d  be c o n ­
d u c t e d  and how a s a l e  w i l l  be mos t  a d v a n t a g e o u s  t o  t h e  S t a t e .  Mr .  Lewis  
s a i d  t h a t  an o f f e r i n g  t o  s e l l  w i l l  p r o b a b l y  be i n  t h e  f o rm  o f  a s o l i c i t a ­
t i o n  o f  p r o p o s a l s  t o  buy t h e  r a i l r o a d .

Mr .  Lew is  r e f e r e n c e d  f e d e r a l  r e s t r a i n t s  ( i n c l u d e d  i n  t h e  A l a s k a  R a i l r o a d  
T r a n s f e r  A c t )  in r e g a r d  t o  s e l l i n g  t h e  r a i l r o a d .  He s a i d  t h a t  one 
r e s t r a i n t  i s  t h a t  i f  t h e  r a i l r o a d  we re  s o l d  w i t h i n  f i v e  y e a r s  o f  t h e  
t r a n s f e r  o f  t h e  r a i l r o a d  t o  S t a t e  ow n e r s h i p ,  any  p r o f i t  f r om  t h e  s a l e  
r e v e r t s  t o  t h e  f e d e r a l  g o v e r nm en t .  T h i s  r e s t r a i n t  was i n c l u d e d  in  t h e  a c t  
b e cau se  t h e  f e d e r a l  g o ve rnmen t  wanted t h e  S t a t e  t o  o p e r a t e  t h e  r a i l r o a d  f o r  
a t  l e a s t  f i v e  y e a r s .  Mr.  Lew is  s a i d  t h a t  t h i s  r e s t r a i n t  makes i t  more b e n e ­
f i c i a l  f o r  t h e  S t a t e  t o  r e t a i n  t h e  r a i l r o a d  u n t i l  a f t e r  1 9 9 0 .

*  * *  *

I have  a t t a c h e d  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  Act (AS 4 2 . 4 0 . 0 1 0 - 9 8 0 )  f o r  
y o u r  i n f o r m a t i o n .  I f  you wou ld  l i k e  t h e  ARRC t o  p r o v i d e  more s p e c i f i c  
i n f o r m a t i o n  on each o f  t h e  e x e m p t i o n s ,  p l e a s e  l e t  me know and I w i l l  w r i t e  
a second l e t t e r  t o  t h e  c o r p o r a t i o n .

PW

A t t a c hmen t s
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LEGISLATIVE AFFAIRS AGENCY
M E M O R A N D U M  Feb rua ry  2 , 1988

SUBJECT: S o l i c i t a t i o n  of o ff er s  to p u r c h a s ethe A l a s k a  R a i l r o a d  (W.O. 5 -1 7 6 9 )
TO: R e p r e s e n t a t i v e  B e t t e  Cato

C h a i r p e r s o n
H o u s e  T r a n s p o r t a t i o n  C o m m it te e

FROM: George U te ra o h le
L e g i s l a t i v e  C o u n s e l

E n c l o s e d  is the d raft b i l l  r e l a t i n g  to s o l i c i t a t i o n  of 
o ffer s to p u r c h a s e  the A l a s k a  R a i l r o a d  r e q u e s t e d  b y  W e n d y  
C h a m b e r l a i n  of y o u r  staff.

The b i l l  e s ta b l i s h e s  a schedu le  f o r  the Governor to  s o l i c i t  o f f e r s  f o r  the purchase o f  the A la ska  R a i l r o a d  and then to  
r e p o r t  back to  the l e g i s l a t u r e  on the r e s u l t s  o f  the 
s o l i c i t a t i o n .  The b i l l  ach ieves  i t s  purpose by imposing the 
duty upon the Governor under h i s  a u th o r i t y  under AS 4 2 .4 0 .9 4 0 ,  r a t h e r  than upon the Board o f  D i r e c t o r s  o f  the A laska  R a i l r o a d  under the p ro v is io n s  o f  AS 4 2 . 4 0 . 2 6 0 (b ) .
The conten ts  o f  the  s o l i c i t a t i o n  i s  l e f t  to  the d i s c r e t i o n  o f  the Governor. The b i l l  takes  t h i s  approach r a t h e r  than 
l i s t  a l l  the th ings  th a t  must be in c luded  in  the 
s o l i c i t a t i o n ,  because i t  would be d i f f i c u l t  to  a n t ic ip a te  
a l l  o f  the k inds o f  in fo rm a t io n  th a t  a p ro sp e c t iv e  buyer may need in  o rd e r  to  make a' d e c is io n  whether to  pursue the is su e  
f u r t h e r .  A lso  a d e t a i le d  l i s t i n g  o f  the con ten ts  o f  a 
s o l i c i t a t i o n  f o r  o f f e r s  would r e q u i r e  the a s s is ta n c e  o f  ex­
p e r t s  f a m i l i a r  w ith  p r i v a t i z a t i o n  o f  government e n t e rp r i s e s ,  and the s a le  o f  la rg e  c o rp o r a t i o n s .  In  the absence o f  such 
e x p e r t i s e ,  the b i l l  r e l i e s  on the Governor to  deve lop a 
m ean ing fu l s o l i c i t a t i o n  f o r  o f f e r s  and g ives the Governor 
ample time in  which to  deve lop  and r e le a s e  the s o l i c i t a t i o n .
I f  I  can p ro v id e  fu r t h e r  a s s i s t a n c e ,  p le a se  a d v is e .
E n c l o s u r e  GU :bb 
wkb2/027
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1 IN THE HOUSE BY THE FINANCE COMMITTEE

SENATE CS FOR CS FOR HOUSE BILL NO. 512 (Finance) am S 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION 

A BILL

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

7 to manage and operate the Alaska Railroad; and pro-

8 viding for an effective date."

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

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

•11 finds that

12
13
14

15

16

17
18

19
20 
21  
22 
23

(1) it is the policy of the state to

(A) provide safe, economical, and efficient transportation 

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

state;

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

development of the state;

(C) develop and implement plans for a transportation net­

work;

(D) foster and promote the development of the state's land
* *  '

and natural resources;

(E) ensure that the Alaska Railroad does not use direct

appropriations to fund a particular freight operation if it can be

24 demonstrated that the appropriation has placed privately owned and

25 operated carriers in an unfair competitive position. Nothing herein

26 shall affect the provisions of AS 42.40.220(b);

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

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

29 transportation option in Alaska;
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(3) tha federal government has of farad to tha stata tha option

of taking over tha Alaska Railroad to ansure its continuad axistenca; and

(4) it is in tha stata's bast intarast to accapt tha railroad

undar tha terns and conditions offered by tha United States govemaent.

(b) It is tha purpose of this Act to

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

necessary to operate and manage tha Alaska Railroad pending eventual trans­

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

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

1982);

(2) provide for tha lavel of transportation servica that best 

satisfies tha needs of tha people of tha stata consistent with tha other 

findings and policies of this section;

(3) craata a public corporation with tha powers, duties, and 

functions neadad to operate tha Alaska Railroad and manage its rail, indus­

trial, port and other properties in tha bast intarast of tha people of the 

state by ensuring that tha corporation will

(A) be exclusively responsible for the' management of the 

financial and legal obligations of tha Alaska Railroad;

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

jurisdiction of tha United States Interstate Commerce Commission 

consistent with 45 U.S.C. 1207;

(C) have the ability to^raise capital by issuing bonds upon 

approval of the legislature exempt from federal and stata taxation and 

applying for federal money to which the state may be entitled or that 

may b^ available;

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

bas i s ;

(E) provide the best possible combination of types and 

SCS CSHB 512(Fin) am S Q  -2-



levels of safe, efficient, and economical transportation to meet the 

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

ment ;

( ? )  provide for the prudent operation of the railroad

according to sound business management practices; and

(G) preserve the integrity of the railroad utility corridor

for transportation, communication, and transmission purposes;

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

indirectly endanger the state's own borrowing capacity.

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

CHAPTER 40. ALASKA RAILROAD CORPORATION.

ARTICLE 1. ESTABLISHMENT AND ORGANIZATION.

Sec. 42.40.010. ESTABLISHMENT OF THE CORPORATION. There is

established the Alaska Railroad Corporation. The corporation is a 

oublic corporation and is an instrumentality of the state within the 

Department of Commerce and Economic Development. The corporation has 

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

continued operation of the Alaska Railroad by the corporation as

provided in this chapter is considered an essential government func­

tion of the state.

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

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

of the commissioner of commerce and economic development, the commis­

sioner of transportation and public facilities, and five members 

appointed by the governor. The five appointed members must be regis­

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

subsection. Except for the commissioners and the member appointed 

under (5) of this section, a member may not be a state officer or

employee. Appointed members shall have the following qualifications:
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(1) on* number of the board shell be a person who has at

least 10 years of experience in railroad management; a person who is

not a resident of the state may be appointed undwr this paragraph;

(2) on* member of the board shall be or have been an execu­

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

accordance with any requirements imposed under 49 U.S.C. (Interstate 

Commerce Act); a person who is not a resident of the state may be ap­

pointed under this paragraph;

(3) at least one member shall be from each judicial dis­

trict directly served by the Alaska Railroad;

(4) one members shall have at least five years experience 

as owners or managers of a business in the state;

(5) on* member shall be an employe* who is a member of a 

bargaining unit representing employees of the corporation.

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

be confirmed by a majority of tha members of the legislature in joint 

session. A member appointed by the governor has the full powers and 

responsibilities of a confirmed board member until the member is 

rejected by the legislature or the legislature adjourns without con­

firming the member.

Sec. 42.40.030. TERM OF OFFICE. Except for the commissioner of 

commerce and economic development and the commissioner of transporta­

tion and public facilities, members of the board serve for staggered 

terms of five years each at the pleasure of the governor.

Sac. 42.40.040. VACANCIES, (a) Except for the commissioner of 

commerce and economic development and the commissioner of transporta­

tion and public facilities, a vacancy on the board is filled by ap­

pointment by the governor, and thi/i appointment must be confirmed by 

the members of the legislature in joint session. A  member appointed
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to fill a vacancy holds office for the balance of the term for which 

the member's predecessor was appointed.

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

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

board.

(c) A member of the board whose term has expired shall serve

until a successor has been appointed.

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

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

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

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

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

performance of duties as a member of the board.

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

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

expenses authorized by law for state boards and commissions.

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

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

by rule.

(b) The board shall appoint a secretary and prescribe the duties 

of the secretary.

ARTICLE 2. MANAGEMENT.

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

ble for the management of the corporation but shall delegate certain 

powers and duties to the chief executive officer in 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
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to tha jurisdiction of tha Unitad States Intarstata Conaarca Commis­

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

(3) generally manage tha corporation on a self-sustaining

basis;

(4) apply to tha legislature for an appropriation with the 

concurrence of tha governor to be used to provide a particular service 

that is not otherwise self-sustaining if a subsidy is required to 

maintain that sarvj.ce;

(5) provide for safe, efficient, and economical transporta­

tion to meet tha overall needs of the state;

(6) raise needed capital by issuing bonds of the corpora­

tion upon approval by the legislature while ensuring that borrowing by 

the corporation does not directly or indirectly endanger the state's 

own borrowing capacity;

' (7) review all state and other land disposal proposals to 

aid in planning for future development or expansion of transportation 

services;

(8) ensure that the procurement procedures of the corpora­

tion meet accepted railroad industry standards;

(9) ensure that the accounting procedures of the corpora­

tion meet generally accepted accounting principles consistent with 

industry standards for comparable railroads.

Sec. 42.40.110. E XECUTIVE OFFICERS, (a) The board shall ap­

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

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

executive officer.

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

and fix the compensation for other executive officers. The compen­

sation for an executive officer appointed under this subsection is
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subject to board approval.

Sec. 42.AO.120. DELEGATION. (a) The board shall by rule dele­

gate to the chief executive officer powers and duties necessary or 

appropriate for the management of the laily affairs and operations of 

the corporation. The board may by rule require the exercise of a 

delegated power or duty to be subject to board approval.

(b) 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 by the board:

(1) leasing subject to AS 42.40.285 and 42.40.350(b) and

(d), granting easements in, issuing permits for the use of, or convey­

ing other interests in 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; and

(5) performing procurement activities.

(c) Notwithstanding (a) and (b) of this section, specific board 

approval is required for the following:

(1) issuing bonds upon approval by the legislature;

(2) mortgaging or pledging crrporation 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;
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(7) effecting general, comprehensive increases and de­

creases in rates;

(8) expanding or reducing services in a major way;

(9) expanding the aain or branch rail lines including spur, 

industrial, teaa, switching or side tracks, other than performing 

routine track alignment as necessary to maintain existing service 

levels;

(10) selecting independent auditors and accountants;

(11) entering into collective bargaining agreements;

(12) adopting annual budgets;

(13) beginning a capital project with an estimated comple­

tion 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 b the legislature;

(15) exercising the power of eminent domain.

ARTICLE 3. ADMINISTRATIVE PROVISIONS.

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

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

months. The chairman or a majority of the members of the board may 

call other meetings of the board as necessary. The chairman shall 

preside at meetings.

(b) Except for executive sessions, the meetings of the board are 

public. The board shall provide by rule for a method of providing 

reasonable notice to the public of its meetings.

(c) The board shall keep minutes of each meeting.

Sec. 42.40.160. QUORUM AND VOTING. (a) Four voting members of 

the board constitutes a quorum for the transaction of business.

(b) Four affirmative votes are required for board action. The
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board shall provide by rule for Che maimer of voting, except that the 

board may not provide for voting by proxy. The rules may provide for 

voting and conferring by telecommunication devices.

Sec. 42.40.170. EXECUTIVE SESSIONS. (a) The question of hold­

ing an executive session shall be determined in accordance with 

AS 42.40.160. A subject may not be considered at an executive session 

unless it is mentioned in the motion calling for the executive session 

or is auxiliary to a subject mentioned. An action may not be taken at 

an executive session.

(b) Only the following subjects may be discussed in an executive 

session:

(1) 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 thfe reputation 

and character of a person;

(3) matters that, by law or municipal charter or ordinance, 

are permitted to be kept confidential from public disclosura;

(4) matters pertaining to personnel;

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

(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. 42.40.180. RULES. (a) The board shall adopt rules to 

carry out its functions and the purposes of this chapter, including 

rules to safeguard property owned, managed, or transported by the
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1 corporation and to protact employees and parsons using tha corpora-

2 tio n ’ s property or se rv ice s. At laast 15 days before the adoption of

3 a ru le , the board sh a ll give public notice of tha proposed action by

4 publishing a notiee in at least three newspapers of general c ir c u la -

5 tion in  the state and by mailing a copy of the notice to each person

6 who has requested notice of proposed changes to ru le s. The notice

7 must state the time, place, and nature of the proceedings and must

8 contain a summary of the subject of the proposed ru le .

9 (b) On the date and at the time and place designated in the

10 notice required under (a) of th is  section the board sh a ll provide each

11 interested person an opportunity to present statements in w riting

12 concerning the proposed rule and sh a ll give members of the public an

13 opportunity to present oral statements fo r a to ta l period of at least

14 one hour.

15 (o) The board sh a ll consider a l l  relevant matters presented to

16 i t  before adopting a ru le . The board may take action on a rule that

17 varies in content from the summary provided with the notice of the

18 proposed rula i f  the subject of the rule was reflected  in  the summary

19 and i t  provided reasonable notice to the public as to whether th e ir

20 in te rests could be affected by the board's action on that subject.

21 (d) The board sh a ll estab lish  in  the bylaws of the corporation

22 additional procedures for adopting rules i f  necessary.

23 Sec. 42.40.190. EMERGENCY RULES. (a) The board sh a ll estab lish

24 in  the bylaws of the corporation a procedure for the adoption of a

25 rule on an emergency b a sis. An emergency rule may be adopted only

26 when necessary for the orderly operation of the corporation's f a c i l i -

27 tie s  or programs. The requirements of AS 42.40.180 do not apply to

28 actions taken under this section . However, within 10 days a fte r the

29 adoption of a rule on an emergency basis the board sh a ll give notice
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of its  action that substantially complies with the notice requirements 

of AS 42.40.180(a).

(d) An action taken under this section remains in effect for not 

more than 120 days. To prevent an emergency rule from lapsing the 

board may adopt the same rule under AS 42.40.180 before the end of the 

120-day period.

Sec. 42.40.200. VALIDITY OF RULES. (a) F a ilu re  to mail notice 

to a person under AS 42.40.180(a) or 42.40.190(a) does not invalidate 

an action taken by the board.

(b) An interested person may challenge a ru le  adopted by the

board by bringing an action in the superior court. In addition to

other grounds, a court may declare a change invalid

(1) for substantial fa ilu re  by the board to comply with

AS 42.40.180 or 42.40.190; or ^ 1

(2) i f  the rule was adopted under' AS.42.40.190, upon the

grounds that the emergency rule was not necessary for the orderly

operation of the corporation's f a c i l it ie s  or programs.

Sec. 42.40.205. APPLICATION. Adoption of a ru le  is  not subject 

to AS 42.40.180 or 42.40.190 i f  i t

(1) relates only to the internal management of the corpo­

ration;

(2) relates to sp e cific  rates, t a r if f s ,  d iv isio n s, and

contract rate agreements;

(3) relates to service schedules of the ra ilro a d ;

(4) is  directed to a s p e c ific a lly  named person or to a

group of persons and does not apply to the general p u b lic ; or

(5) relates to the use of public works under the ju r is d ic ­

tion of the corporation i f  the effect of the order is  indicated to the 

public by means of signs or signals.
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29 sion, and thereafter in  a public meeting the board by vote authorizes
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1 Sec. 42.40.210. PREVIOUSLY ADOPTED RULES AND ORDERS. The board

2 may provide by reso lu tio n  that rules and orders in effect on the date

3 of tran sfer remain in  e ffe c t  u n til amended or repealed by the board.

4 AS 42.40.180 does not apply to actions taken under this se ctio n .

5 Sec. 42.40.220. PUBLIC DISCLOSURE OF INFORMATION. (a ) Except

6 as provided under (b) o f th is  section, information in the possession

7 of the corporation is  p u b lic and is  open to public in spectio n  at

8 reasonable times.

9 (b) The corporation may by ru le designate and withhold public

10 d isclo su re of matters o f a p rivileg ed  or proprietary nature. Those

11 matters include personnel records, communications with and work pro-

12 duct of legal counsel, and, consistent with tha standards and prac-

13 tic e s  of the United Sta tes In te rsta te  Commerce Commission for the

14 protection of these m atters, other information including proprietary

'5 information associated with s p e c if ic  shippers, divisions and contract

16 rate agreements.

17 Sec. 42.40.230. CONFLICTS OF INTEREST. (a) Except as provided

18 in  th is section, a board member or executive o ffic e r  of the corpora-

19 tion may not p articip ate in a decision of the corporation in  which

20 that person or a member of that person's immediate family has a d ire ct

21 or in d irect financial in te re st unless the fin an cial in te re s t  is  a

22 remote financial in te re st and p a rticip a tio n  is  approved under (b) of
“\

23 th is section.

24 (b) A board member or executiva o ff ic e r  may p a rtic ip a te  in  a

25 decision i f  that person or a member of that person's immediate family

26 has only a remote in te re s t , the fact and extent of the in te re s t  is

27 - d isclosed to the board in  a public meeting and is  noted in the minutes 

of the board before any p a rtic ip a tio n  by the member or in  the d a ci-



or approves the p a rticip a tio n . I f  the person whose p articip atio n  is  

under consideration i s  a board member, that person may not vote under 

th is subsection. For purposes of this subsection, "remote in te rest" 

means an interest that in good fa ith  is  defined as remote by rules 

acopted by the corporation.

(c) A board member or executive o ffic e r  is  not con vdered to be 

fin a n cia lly  interested in a decision when the decision could not 

affect that person in  a manner different from it s  effect on the pub­

l i c .

(d) Within 120 days of the f i r s t  meeting of the board, the board 

sh all adopt and may subsequently amend rules implementing th is sec­

tion, providing additional co n flict of in terest and ethical rules i t  

considers appropriate.

(e) The board nay recommend to the governor the removal of a 

board member or executive o ffic e r  who intentionally v io la te s th is 

section or a rule adopted under this section.

(f )  For purposes of this section

(1) "p a rtic ip a te  in a decision” includes a ll  d iscussio n s, 

deliberations, prelim inary negotiations, and votes;

(2) "immediate fam ily" means

(A) spouse;

(B) dependent, parent, parent-in-law , ch ild , so n -in -

law, daughter-in-law, s ib lin g , uncle, aunt, niece, or nephew.

ARTICLE 4. POWERS AND DUTIES.

Sec. 42.40.250. GENERAL POWERS. In addition to the exercise of 

other powers authorized by law, the corporation may

(1) adopt a se a l;

(2) adopt bylaw3 governing the business of the corporation;

(3) sue and be sued;
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(4) appoint trustees and agents of tha corporation and 

prescribe th a ir powers and duties;

(5) h ire legal counsel to represent tha corporation;

(6) make contracts and execute instruaents necessary or 

convenient in  the exercise of i t s  powers and duties;

(7) acquire by purchase, lease, bequest, devise, g if t ,  

exchange, the sa tisfa ctio n  of debts, the foreclosure of mortgages, or 

otherwise, personal property, rig h ts, rig h ts-o f-w ay, fran ch ises, 

easements, and other in te rests in  land, and acquire by appropriation 

water rights that are located in  the sta te, taking t i t l e  to the prop­

erty in the name of the corporation;

(8) hold, maintain, use operate, improve, lease, exchange, 

donate, convey, alien ate, encumber, or otherwise grant a sec: c ity  

in terest in , or authorise use or dispose o f, land or personal 

property, subject to other provisions of th is chapter;

(9) contract with and accept tra n sfe rs, g if t s ,  grants or 

loans of funds or property from the United States and the state or it s  

p o lit ic a l  subdivisions, subject to other provisions of federal or 

3tate law or municipal ordinances;

(10) undertake and provide for the management, operation, 

maintenance, use, and control of a l l  of the property of the corpo­

ration , including a l l  land and personal property of the Alaska R a il ­

road transferred under 45 U .S .C . 1203(a) and described in  the report 

dated July 14, 1983, as amended, submitted to Congress and the le g is ­

lature under 45 U .S.C . 1204(a);

(11) recommend to the le g isla tu re  and the governor any tax, 

financing, or fin a n cia l arrangement the corporation considers appro­

priate for expansion or extension and operation of the Alaska R a il ­

road;

SCS CSHB 512(Fin) am S -14



(12) maintain o ffice s and f a c i l it ie s  at places i t  desig­

nates ;

(13) apply to the state, the United States, and foreign 

countries or other proper agencies for the permits, lice n se s, r ig h ts - 

of-way, or approvals necessary to construct, maintain, and operate 

transportation and related services, and obtain, hold, and reuse tUe 

licenses and permits in tha same manner as other railro ad operators;

(14) prescribe rates to be charged for services provided by 

the Alaska Railroad consistent with 45 U .S.C . 1201 -  1214 (Alaska 

Railroad Transfer Act of 1982);

(15) determine the routes, schedules, and types of service 

to be provided by the Alaska Railroad;

(16) enter into contracts, leases, and other agreements 

with connecting c a rrie rs , shippers, and other persons concerning the 

services, a c t iv it ie s , operations, property, and f a c i l it ie s  of the 

corporation, including agreements that contain provisions to preserve 

and expand tha ra ilro a d 's  t r a f f ic  base;

(17) plan for and undertake expansion of the railroad and 

railroad a c t iv it ie s , including extension of the r a i l  system, and 

contract with other modes of transportation service connecting to the 

r a i l  system;

(18) hire and discharge railroad personnel and determine 

benefits and other terms and conditions of employment;

(19) assume a l l  rig h ts, l i a b i l i t i e s ,  and obligations of the 

Alaska Railroad in  accordance with 45 U .S.C. 1201 -  1214 (Alaska 

Railroad Transfer Act of 1982);

(20) maintain a security force to enforce municipal o rd i­

nances, state laws, and the corporation's rules with respect to v io la ­

tions that occur on or to property owned, managed or transported by
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the corporation;

(21) issue it s  bonds upon approval of tha leg isla tu re  and 

provida for and aacura th air payment, provide for tha rig hts of the*r 

holders and hold or dispose of them;

(22) purchase tha corporation's bonds at a p rice  not more 

• tha^ ha p rin cip a l aaount of thaa plus in ta ra st;

(23) cancel bonds of tha corporation purchased by tha corpo­

ration;

(24) secure tha payment of it s  bonds by pledge, mortgage, or 

other lie n  on it s  contracts, revenues, incoaa, or property;

(25) consent to the ao d ificatio n  of the rate of in te re s t, 

tia e  of payment of an in stclla e n t of p rin cip a l or in te re st, or other 

term a loan, contract, or agreeaant to which the corporation is  a 

party;

(26) borrow aoney, including the aaounts necessary to estab­

lis h  reasonable reserves, and pay financing charges and in te re st cm 

bonds for a reasonable period a fte r which the corporation estimates

other money w ill  be available to pay the in te re st, consultant, advi­

sory. and legal fees, and other expenses necessary or incident to 

borrowing;

(27) acquire, hold, and dispose of stocks, memberships, 

contracts, bonds, general or lim ited partnership in te rests or other 

in te rests in another corporation, association, partnership, jo in t 

venture, or other legal e n tity , and exercise the powers or rights in  

connection with these in te re sts that ore provided in contracts or 

agreements and that are allowed by law concerning the sa tisfa ctio n  of 

debts;

(28) undertake and provide for the acq u isitio n , construc­

tion, maintenance, equipping, and operation of connecting, switching,
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term inal, or other railroads and railroad f a c i l it ie s ;

(29) enter into agreements with a state agency or other 

instrum entality of the state; and

(30) do a l l  things necessary or desirable to carry out the 

powers and duties of the corporation granted or necessarily implied in 

this chapter or other laws of the state or the laws or regulations of 

the federal government.

Sec. 42.40.260. ANNUAL REPORT. (a) Within 90 days following 

the end of tha f is c a l  year of the Alaska Railroad the board shall 

d istrib u te to tha governor and to t."" t  leg islatu re a report describing 

the operations and fin an cial condition of tha corporation during the 

preceding f is c a l  year. The report may include suggestions for le g is ­

lation  relating to the structure, powers or duties of tha corporation 

or to the operation or f a c i l it ie s  of the corporation. Subject to 

AS 42.40.220, the report sh all i***mira the cost of providing each 

category of service offered by the railroad and the income generated 

by each category.

(b) Every fiv e  years the annual report shall include an analysis 

of potential sale arrangements whereby the corporation may be trans­

ferred into private ownership. The analysis sh all include documenta­

tion of at least three offers to s e ll  the corporation in itiated  by the

corporation during the la st five  years.

Sec. 42.40,270. AUDITS. (a) The board shall have the financial 

records of the corporation audited annually by an independent c e r t i ­

fied public accountant experienced in  railroad accounting. The board 

sh all have an annual performance audit conducted by a recognized 

ra ilro ad  management expert to assure that the railroad is  being 

managed and operated e ffe ctiv e ly  and e ffic ie n tly  in accordance with

the requirements of this chapter and that each appropriation is  used

5 - 1 7 - SCS CSHB 512(Fin) am S



1 to d ire c tly  support those services fo r which the. appropriation was

2 requested. Auditors sh a ll use the standards required under AS 4 2 .-

3 40.100(9) and determine whether appropriations received for a service

4 that is  not se lf-su sta in in g  were calculated in  accordance with United

5 States In tersta te  Commerce Commission standards for determining r a i l

6 service subsidies.

7 (b) The corporation sh a ll make a l l  of i t s  fin a n cia l records

8 available to an auditor appointed by the governor and to the le g is la -

9 tive  audit d iv isio n  for examination. D isclosure to the public by the

10 auditor or le g is la tiv e  audit d iv isio n  of th is information is  subject

11 to AS 42.40.220 and rules implementing that section.

12 Sec. 42.40.280. STATE OVERSIGHT REPORTS. (a) The board sh a ll

13 provide a state oversight report to the governor and the leg isla tu re

14 before undertaking

l r' (1) expansion, reduction, or d iv e rs if ic a t io n  of services

16 provided by the ra ilro ad  upon She date of tran sfer or as provided

1 under this chapter that the board determines would represent a s ig n if -

18 icant and permanent change in  the level and nature of services pro-

19 vided; or

20 (2) an application for an appropriation to be used for

21 providing any service that is  not se lf-su sta in in g .

22 (b) Tha report under (a) of th is section sh a ll be in  w riting,

23 describe the proposed undertaking in  d e ta il, and specify

24 (1) it s  fin a n cia l impact on the corporation;

23 (2) it s  Impact on tha le v e l and nature of services provided

26 by the corporation;

27 (3) the reasons tha action is  necessary or desirable to

28 achieve tha purposes of th is chapter;

29 (4) whether and when the undertaking or service  is  expected

SCS CSHB 512(Fin) am S 3-18-



I

to be 3elf-sustaining fin a n cia lly ; and

(5) i f  the undertaking requires an appropriation to be used 

for providing a service that is  not se lf-su sta in in g , that the amount 

of the appropriation has been s t r ic t ly  calculated in accordance with 

United States Interstate Commerce Commission standards for determining 

r a il  service subsidies.

Sec. 42.40.285. LEGISLATIVE APPROVAL REQUIRED. Unless the

leg islatu re approves the action by law, the corporation may not

(1) exchange, donate, s e l l ,  or otherwise convey it s  entire 

interest in  land;

(2) issue bonds;

(3) extend railroad lin e s; this paragraph does not apply to 

a spur, in d u stria l, 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 i f  the land 

is  needed for railroad purposes.

Sec. 42.40.290. LONG-RANGE CAPITAL IMPROVEMENT AND PROGRAM PLAN,

(a) The corporation sh all prepare and the board sh all adopt a long- 

range cap ital improvement and program plan. The plan sh a ll explain 

the manner in  which the corporation intends to accomplish the purposes 

of this chapter and the corporation's anticipated cap ital improvements 

during each of the five  years after the plan is  adopted.

(b) The board shall annually review and approve revisions to the 

long-range capital improvement and program plan. The board sh all 

provide copies of the updated plan to the governor and the leg islatu re  

by December 1 of each year.

Sec. 42.40.300. USE OF CORPORATION ASSETS. The corporation 

sh all apply a l l  money, property, other assets, and credit of the 

corporation toward a c t iv it ie s  authorized by this chapter. The
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1 corporation may not issue shares of stock, pay dividends, make private

2 d istrib u tio n s of assets, make loans to board members or employees, or

3 engage in business for private b enefit. The use of money, property,

4 another asset, or cred it of the corporation for a purpose not author-

5 ized by law by a person having the possession or control of i t  is

6 prohibited.

7 Sec. 42.40.310. INDEMNIFICATION. (a) The corporation may

8 defend and indemnify a current or former member of the board, em-

9 ' ployee, or agent of the corporation against a l l  co sts, expenses, judg-

10 ments, and l i a b i l i t i e s ,  including attorney's fees, incurred by or

11 imposed upon that person in  connection with a c i v i l  or crim inal action

12 in which tha person is  involved by a f f i l ia t io n  with the corporation,

13 i f  tha person acted in  good fa ith  on behalf of the corporation and

14 within tha scope of o f f ic ia l  duties or powers.

15 (!b) The corporation may purchase insurance to protect and hold

16 personally harmless i t s  employees, agents, and board members from an

17 action, claim , or proceeding a risin g  out of the performance, purported

18 performance, or fa ilu re  of performance, in good fa ith , of duties fo r,

19 or employment with, the corporation and to hold them harmless from

20 expenses connected with the defense, settlement, or monetary judgments

21 from that action, claim , or proceeding. The purchase of insurance is

22 d iscretio n ary with Che board and insurance is  not considered to be

23 compensation to tha insured person.

24 ARTICLE 5. CORPORATION PROPERTY.

25 Sac. 42.40.350. LAND. (a) The corporation sh a ll receive from

26 the United States and, in  it s  own name, take t i t l e  to a l l  r a i l  proper-

27 ty trawsferred under 45 U .S.C . 1201 -  1214 (Alaska Transfer Act of

28 1982). A ll land that is  transferred or acquired by the corporation is

29 designated as follow s:
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(1) railroad rights-of-w ay are railroad u t i l it y  corridors;

(2) land outside railroad u t i l it y  corridor:: is  r a i l  land.

(b) Railroad u t i l it y  corridors sh all be of a width at least 100 

feet on both sides of the centerline of the extended main or branch 

lin e , unless the corporation does not own or control su ffic ie n t land 

to allow a corridor of that width. Railroad u t i l it y  corridors may be 

surveyed by the metes and bounds method. The corporation may not 

convey it s  entire interest in land within a u t i l it y  corridor except as 

provided in AS 42.40.285, 42.40.370(d) and 42.40.400. However, the 

corporation may lease, subject to AS 42.40.285 and (d) of this sec­

tion, grant easements in or permits fo r, or otherwise authorize use of 

portions of a u t i l it y  corridor for transportation, communication, and 

transmission purposes and support functions associated with those 

purposes, and for commercial and other uses authorized under this 

chapter i f  the use does not re s tr ic t  other p a ra lle l uses of the u t i l ­

ity  corridor.

(c) The corporation may lease, subject to AS 42.40.285 and (d) 

of this section, grant easements in or permits fo r, or otherwise 

authorize use of portions of r a i l  land. However, the corporation may 

not convey it s  entire interest in r a i l  land except as provided in 

AS 42.40.285, 42.40.370(d) and 42.40.400.

(d) A lease or disposal of land approved by the leg islatu re 

under AS 42.40.285 by the corporation to a party other than the state 

sh all be made at f a ir  market value as determined by a qu alified  ap­

praiser or by competitive bid.

Sec. 42.40.355. PROHIBITION. Notwithstanding any other pro­

visio n  in AS 42.40, the state-owned railro ad  as defined under 

45.U .S.C. 1202(14) may not apply for a right-of-w ay across, or exer­

c ise  eminent domain in , the western (Kobuk River) unit of the Gates of

/3-21- SCS CSHB 512(Fin) am S



the A rctic  National Preserve undar 16 U .S .C . 4 1 0 h h (4 )(b )-(a ).

Sac. 42.40.360. REQUEST FOR LAND. (a) Tha board may nominate 

fadaral land i t  determines may ba uaaful for prasant or futura r a i l ­

road purpoaas for se lectio n  undar tha Alaaka Statahood Act (P .L . 85 -

508, 72 Sta t. 339), aa aaandad, and raquast tha coamissionar of natu­

ra l raaourcaa to aalact tha land fo r tha stata through tha federal 

land selectio n  process.

(b) Tha board aay id e n tify  and request tha commissioner of 

natural rasourcaa to convey land necessary or useful fo r present or 

futura ra ilro ad  purpoaas owned by or ten tatively  approved fo r transfer 

to tha sta te, including land not contiguous with a ra ilro a d  u t i l i t y  

co rrido r or r a i l  land. Tha request must include a statement of and 

ju s t if ic a t io n  for tha present or future ra ilro a d  use. Upon receipt of 

a raquast, tha commissioner sh a ll taaqporarily reserve tha land iden­

t if ie d  in  tha raquast for ra ilro a d  purposes and defer disposal or 

lease of that land undar other laws to a party other than tha corpo­

ration. Tha temporary reservation of land is  subject to v a lid  e x ist ­

ing rights and remains in  a ffe ct for 18Q days.

Sac. 42.40.370. CONVEYANCE OF LAND. (a) Within 90 days after 

receiving a raquast undar AS 42.40.360(b) tha commissioner of natural 

resources sh a ll by w ritten decision

(1) designate tha id a n tifia d  land fo r ra ilro a d  purposes 

and, subject to v a lid  existing rig h ts, convey tha s ta te 's  in te rests in 

the land to tha corporation;

(2) no tify tha corporation of reasons fo r refu sa l to desig­

nate tha id a n tifia d  land fo r ra ilro ad  purposes; or

(3) approve tha request in  part and deny i t  in  part and 

convey as appropriate.

(b) A conveyance of land undar th is section may ba for less than
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it3 appraised value as determined by the commissioner of natural 

resources.

(c ) In the absence of a reservation to the contrary, a convey­

ance of land under this section vests in the corporation ownership, 

control of the surface, m aterial and mineral estate, including the 

right to extract or use timber and other construction m aterials, sand, 

gravel, rock, and the right to tunnel, d itch, recontour, excavate, or 

otherwise use the land for ra ilro ad , transportation, transmission, 

communication, and related purposes.

(d) The corporation may reconvey to the state land received 

under th is section that the corporation and the commissioner of natu­

ra l resources jo in tly  identify as unnecessary or unsuitable for the 

corporation's purposes.

Sec. 42.40.380. USE OF STATE LAND. When emergency conditions 

require that track or other right-of-w ay fixtures of the corporation 

be moved from the existing location and relocated on state land adja­

cent to or in the v ic in ity  of the existing right-of-w ay and the chief 

executive o ffic e r  determines that relocation is  necessary to maintain 

safe and adequate r a il  operations, the corporation may effect the 

relocation and notify the the Department of Natural Resources. The 

relocation must affect only the amount of state land necessary to 

adequately restore or continue safe r a i l  operations at a normal lev e l.

Sec. 42.40.385. EMINENT DOMAIN. (a) The corporation may exer­

cise the power of eminent domain under AS 09.55.240 -  09.55.460 to

acquire land for railroad transportation purposes consistent with this 

chapter. Notwithstanding AS 09.55.250, the corporation may acquire a 

fee simple t i t le  whenever, in  the judgment of the board, ownership of 

a fee simple t i t le  is  necessary to carry out the purposes of this 

chapter.
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(b) The corporation may f i l e  a declaration of taking in tha

manner provided for tha state undar AS 09.55.420.

(c ) The power of eminent domain conferred under th is section

includes the power to obtain clay, gravel, sand, timber, rock or other 

m aterial for the operation of the ra ilro a d , the land necessary to 

obtain tha m aterial, and access to the land and m aterial.

(d) The exercise of the power of eminent domain requires the

p rio r approval of the governor.

Sec. 42.40.390. LAND USE RULES. The board may adopt exclusive

rules governing land use by parties having in terests in  or permits for

land owned or managed by the corporation. The power conferred by th is

section is  exercised for the common health, safaty, and welfare of the 

public and to the extent co n stitu tio n ally  perm issible, may not be 

lim ited by the terms and conditions of leases, contracts, or other 

transactions.

Sec. 42.40.400. VACATION OF EASEMENTS. The corporation may

vacate an easement acquired under th is chapter by executing and f ilin g  

a deed in the appropriate recording d is t r ic t .  I f  the easement was 

acquired by the corporation ufider 45 U .S.C . 1201 -  1214 (Alaska R a il ­

road Transfer Act of 1982), the state sh a ll acquire the easement for 

use in  conformity with those laws.

Sec. 42.40.410. FEDERAL LAND. The corporation may submit a p p li­

cations on it s  own behalf as an Instrum entality of the state for 

acquisition of federal land available under federal law that w ill 

enhance the operations of the corporation i f  i t  is  available under a 

federal law other than the Alaska Statehood Act of 1958 (P .L . 85 -

508, 72 Stat 339), as amended. The corporation may receive in it s  own 

name conveyances of a l l  in terests in  federal land.

Sec. 42.40.420. PUBLIC USE OF RAILROAD LAND. Upon request of a
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m unicipality or the state, the corporation may authorize use of r a i l ­

road land for public purposes. Subject to AS 42.40.350(b), the corpo­

ration sh all authorize a walkway dr a t r a i l  i f  the board f i r s t  finds 

in  writing that the proposed walkway or t r a i l  w ill not create a safety 

hazard and w ill not unreasonably interfere with continued or expanded 

operations in the u t i l it y  corridor. Before authorizing a use under 

this section, the board sh all require the municipality or state to 

execute an agreement in a form approved by the board to

(1) agree to re stric tio n s, lim itatio n s, and conditions on 

the proposed use required by the corporation and reasonably calculated 

to reduce the r is k  of a safety hazard or interference with authorized 

uses in the u t i l it y  corridor;

(2) hold the corporation harmless from and indemnify the 

corporation for l ia b i l it y  and claims arising from any use authorized 

under this section including

(A) defending the corporation in a cause of action 

brought against the corporation as a result of the use; and

(B) indemnifying the corporation for the amount of a 

judgment, including prejudgment and postjudgment in te rest, 

rendered against the corporation, and for a l l  costs and 

attorney's fees incurred by the corporation in settlin g  or 

defending the claim ; and

(3) stop the use upon request of the corporation i f  the use 

in terferes with expansion or replacement of railroad f a c i l i t ie s ,  

creates a safety hazard, or interferes with railroad operations.

Sec. 42.40.430. ACQUISITION OF GOVERNMENT PROPERTY. The corpor­

ation, as an instrumentality of the state, may acquire in it s  own name 

from the United States under 50 App U .S.C. 1622 -  1622c (Surplus

Property Act of 1944), 40 U .S.C. 471 et seq. (Federal Property and
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1 Administrative Service* Act of 1949), or other law, proparty under tha

2 control of a federal department or agency that is  useful for the

3 corporation's purposes. The corporation nay acquire frost the Depart-

4 mant of Administration property of the state made available under

5 AS 44.71.010 -  44.71.040.

6 Sec. 42.40.435. EXCHANGE OF LAND. Tha corporation may exchange

7 land subject to AS 42.40.285. Tha corporation is  an instrum entality

8 and agency of tha state fo r purposes of exchanging land with the

9 United States, m u n icip a litie s, corporations including corporations

10 formed under 43 U .S.C . 1801 -  1628 (Alaska Native Claims Settlement

11 A ct), and in d ivid u als.

12 Sec. 42.40.440. USE OF PESTICIDES AND HERBICIDES. Vegetation

13 control involving the use of p e sticid e s or herbicides on land owned or

@  14 managed by tha corporation may be conducted only in compliance with

15 state requirements applicable to other stata p e sticid e or herbicide

16 use.

17 Sec. 42.40.450. ADVERSE POSSESSION. No p rescription  or statute

18 of 'lim itation s runs against the t i t l e  or in terest of the corporation

19 to or in  land owned by the corporation or under it s  ju ris d ic t io n .

20 T it le  to or in terest in  land owned by the corporation or under it s

21 ju ris d ic t io n  any not be acquired by adverse possession or p re scrip -

22 tion, or in  any other manner except by conveyance from or formal

23 vacation by the corporation.

24 ARTICLE 6. FINANCIAL PROVISIONS.

25 Sec. 42.40.500. LIMITATION OF LIABILITY. A l ia b i l i t y  incurred

26 by the corporation sh a ll be s a t is f ie d  ex clu sively  from tho assets or

27 revenue of the corporation and no cre d ito r or other parson has a right

28 of action against the state because of a debt, obligation, or l i a b i l -

29 ity  of the corporation.
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Sec. 42.40.510. FIDELITY BOND. The corporation sh a ll obtain a 

f id e lit y  bond in an amount determined by the board for board members 

and each executive o ffic e r  responsible for accounts and finances. A 

bond must be in effect during the entire tenure in o ffice  of the 

bonded person.

Sec. 42.40.520. INSURANCE. Except as provided in AS 42.40.310- 

(b ), the corporation sh all protect it s  assets, services, and employees 

by purchasing insurance or providing for certain self-insurance re ­

tentions. The corporation sh all also maintain casualty, property, 

business interruption, marino, b o iler and machinery, pollution l i a b i l ­

it y ,  and other insurance in amounts reasonably calculated to cover 

potential claims against the corporation or state for bodily in ju ry, 

death or d is a b ility  and property damage that may arise from or be 

related to corporation operations and a c t iv it ie s .

Sec. 42.40.530. REVF-NUE. Revenue generated by or appropriated 

to the corporation sh all be retained and managed by the porae^on 

for ra ilrca d  and related purposes in accordance with 45 U.o.C 1207-

(a )(5 ) (Alaska Railroad Transfer Act of 1982)*.

Sec. 42.40.540. APPROPRIATIONS. The corporation may request,
t

with the concurrence of the governor, a d irect appropriation or grant 

from the leg islatu re to a ssist  in  carrying out the provisions of this 

chapter.

ARTICLE 7. BONDS.
-\

Sec. 42.40.600. GENERAL PROVISIONS. (a) Upon receiving, le g is ­

la tiv e  approval under AS 42.40.285 the corporation may issue bonds by 

resolution to provide money to carry out it s  purposes.

(b) Bonds may be issued in one or more series and sh a ll, as 

provided by the resolution of the board,

(1) be dated;

$
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(2) bear fixed or variabla in terest at a spacifiad  rata or 

rates par year or within a maximum rate;

(3) bu in a sp ecified  denomination;

(4) ba in  a coupon or registered form;

(5) carry conversion or reg istra tio n  provisions;

(6) have a sp ecified  rank or p r io r ity ;

(7) be executed in  the sp ecifie d  manner and form;

(8) be payable as sp ecified  from the sources, in  the medium

of payment, and place or places inside or outside the state;

(9) be subject to authentication by a trustee or f is c a l

agent; and

(10) be subject to terms of redemption with or without

premium.

(c) Bonds may be sold in  tha manner, on the terms, and at the 

price tha board determines. Notes sh a ll mature at the time or times 

determined by the board, fxcept fo r bond an ticip atio n  notes, not*:;, 

or other obligations, bonds sh a ll mature at the time, not exceeding 50 

years from th e ir date, determined by the board.

Sec. 42.40.610. NEGOTIABLE INSTRUMENTS. Bonds issued under th is 

chapter and in terest coupons attached to them are negotiable in stru ­

ments under the laws of th is state, subject only to applicable pro­

v isio n s fo r reg istra tio n .

Sec. 42.40.620. BONDS ELIGIBLE FOR INVESTMENT. Bends issued 

under th is chapter are se cu ritie s  in  which a l l  pu blic o ffice rs  and 

public bodies of the ita te  and it s  p o lit ic a l  subdivisions., a l l  in su r­

ance companies, tru st companies, banking associations:, investment 

companies, executors, adm inistrators, trustees and other fid u cia rie s  

may properly and le g a lly  invest funds, including ca p ita l in th e ir 

control or belonging to them. These bonds may be deposited with a

SCS CSHB 512(Fin) am S 6*28-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

I

state or municipal o ffic e r  of an agency or p o lit ic a l subdivision of 

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

is  authorized by law.

Sec. 42.40.630. PAYMENT OF BONDS. The principal and interest on 

bonds of tha corporation is  payable from corporation money or assets. 

Bonds may be additionally secured by a pledge of a grant or contribu­

tion from the federal or state government, a m unicipality, a corpo­

ration, an association, an in stitu tio n  or a person, or a pledge of 

money, income, or revenue of the corporation from any source.

Sec. 42.40.640. SECURITY FOR BONDS. In the discretion of the 

board, an issue of bonds may be secured by a trust indenture, which 

may be a trust company, bank or national banking association, with 

corporate trust powers, located inside or outside the state, or by a 

secured loan agreement or other instrument or under resolution giving 

powers to a corporate trustee by means of which the corporation may

(1) make and enter into any and a l l  the covenants and 

agreements with the trustees or the holders of the bonds that the 

corporation may determine to be necessary or desirable, including 

covenants, provisions, lim itations and agreements as to

(A) the application, investment, deposit, use and

disposition of the proceeds of bohds of the corporation or of

money or other property of the corporation or in which i t  has an

in te rest;

(B) the fixing and co llectio n  of rentals, charges,

fees or other consideration fo r, and the other term;, to be incor­

porated in , contracts with respect to the use of any of the 

corporation's property;

(C) the fixing and co llectio n  of t a r i f f s ,  fees, 

charges or other consideration for the use or service of the
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Alaska Railroad by passengers, and othar usars and fre ig h t;

(D) tho Canui and conditions upon which additional 

bonds of the corporation may ba issuad;

(E) tha vasting in tha trurtea of rig h ts and remedies 

exercisable by tha trustaa for tha protaction of tha holders of 

bonds of tha corporation and not otharwisa in  v io la tio n  of law 

and tha ra s tr ic tio n  of tha rights of an in dividual holder of 

bonds of tha corporation;

(2) pladga, mortgage, or assign raonay, la a ra s, agreements, 

assetSj or property of tha corporation aithar presently in  hand or to 

ba received in  tha futura, or both; and

(3) provide fo r any othar matters of lik u  or d ifferen t 

character that in any way a ffe ct tha secu rity  or protection of the 

bonds.

Sac. 42.40.650. INDEPENDENT FINANCIAL ADVISOR. In  negotiating 

the private or public sale of bonds to an underwriter, tha board sh all 

retain  a fin an cial advisor who is  independent from the underwriter.

Sec. 42.40.660. VALIDITY OF SIGNATURES.. I f  an o ff ic e r  of the 

corporation whose signature or a facsim ile  of whose signature appears 

on bonds or coupons attached to them ceases to ba an o ff ic e r  before 

the delivery of tha bond or coupon, tha signature or facsim ile  is  

v a lid  tha same as i f  the parson had rtr.-Uned in o ffic e  u n til delivery.

Sec. 42.40.670. VALIDITY 07 PLEDGE. (a) Tha pledge of assets

or revenue of tha corporation to tha payment of tha p rin cip al or

in terest on bonds of tha corporation is  v a lid  and binding from the 

time the pledge is  made and tha assets or revenue are immediately 

subject to tha lie n  of tha pledge without physical d elivery or further 

act. The lie n  of a pledge is  v a lid  and binding against a l l  parties 

having claims of any kind against the corporation, irre sp ectiv e  of

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

(b) Nothing in this section prohibits the corporation froa 

se llin g  assets subject to a pledge, except that a sale may be re ­

stricte d  by the trust agreement or resolution providing for the is s u ­

ance of the bonds.

Sec. 42.40.675. PLEDGE OF THE STATF.. The state pledges to and 

agrees with the holders of bonds issued under this chapter and with 

the federal agency that loans or contributes funds in respect to a 

p ro ject, that the state w ill not lim it or a lte r the rights and powers 

vested in the corporation by this chapter to f u l f i l l  the terms of a 

contract made by the corporation with the holders or federal agency, 

or in any way impair the rights and remedies of the holders u n til the 

bonds together with the interest on them with interest on unpaid 

installments of in terest, and a l l  costs and expenses in connection 

with an action or proceeding by or on behalf of the holders, are fu lly

met and discharged. The corporation is  authorized to include this

pledge and agreement of the state, insofar as it  refers to holders of 

bonds of the corporation, in a contract with the holders and insofar 

as it  relates to a federal agency, in a contract with the federal 

agency.

Sec. 42.40.680. REMEDIES. A holder of bonds issued under this 

chapter or of coupons attached to them, and a trustee under a trust 

agroement or resolution authorizing the issuance of the bonds, except 

as re stricte d  by a trust agreement or resolution, either at law or in 

equity, may

(1) enforce a l l  rights granted under this chapter, the 

trust agreement or resolution, or any other contract executed by the 

corporation under this chapter; and

(2) compel the performance of a l l  duties of the Corporation
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required by th is chapter or by the tru 'it agreement or resolution.

Sec. 42.40.690. CREDIT OF STATE NOT PLEDGED. (a) The state and 

it s  p o lit ic a l  subdivisions are not lia b le  for the debts of the corpo­

ration. Bonds issued undar th is chapter are payable so le ly  from the 

revenue or assets of tha corporation and do not constitute a

(1) debt, l ia b i l i t y ,  or obligation of the state or of a

p o lit ic a l  subdivision of the state; or

(2) pledge of the fa ith  and cred it of the state or of a

p o lit ic a l  subdivision of the state.

(b) The corporation may not pledge the cred it or the taxing 

power of the state or it s  p o lit ic a l  subdivisions. Each bond isauad 

undar th is chapter sh a ll contain on it s  face a statement that

(1) tha corporation is  not obligated to pay i t  or the 

in te rest on i t  except from the revenue or assets pledged fo r i t ;  and

(2} neither the faith ' and cred it nor the taxing power of

tha state or of a p o lit ic a l  subdivision of the state is  pledged to the 

payment of i t .

Sec. 42.40.700. LIMITATION ON PERSONAL LIABILITY. A board 

member or employee of the corporation is  not subject to personal 

l ia b i l i t y  or accountability because of the execution or issuance of 

bonds.

ARTICLE 8. PERSONNEL AND LABOR RELATIONS.

Sec. 42.40.705. POLITICAL ACTIVITIES, ^a ) Money, assets, or 

property of tha corporation may not be used fo r p o lit ic a l  a c t iv it ie s . 

However, board members and employees may communicate with and appear 

before committees of Congress, tha state le g is la tu re , and municipal 

governing bodies in connection with matters d ire c tly  affecting the 

corporation.

(b) A board member or employee who v io la te s the provisions of 
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this section is  personally subject to a c i v i l  penalty assessed by a 

judge of the superior court m  an amount not to exceed $5,000. An 

action to enforce this section may be brought by any person.

Sec. 42.40.710. C0RP0R VTION EMPLOYEES. Employees of the .'.laska 

Railroad are employees of the corpc itio n  and not of the state. The 

provisions of AS 39 do not apply to employees of the corporation.

Sec. 42.40.720. COLLECTIVE BARGAINING RIGHTS. The provisions of 

AS 23.40.070 -  23.40.260 do not apply to the corporation or to it s  

employees. However, employees who are not executive o ffice rs  may 

organize and form, jo in , or a ssist an organization to engage in c o l­

le ctiv e  bargaining through representatives of th eir own choosing and 

engage in concerted a c t iv it ie s  for the purpose of co lle ctiv e  bargain­

ing or other mutual aid or protection.

Sec. ':0.730. RAILROAD LABOR RELATIONS AGENCY. (a) There is  

established a railroad labor relations agency that consists of three 

members appointed by the governor. One member shall be a member of 

the state personnel board. Members serve at the pleasure of the 

governor.

(b) The railroad labor relations agency sh all carry out the 

provisions of AS 42.40.710 -  42.40.890.

(c) Members of the railroad labor relations agency receive no 

compensation for th e ir services, but are entitled to per diem and 

travel expenses authorized for boards and commissions.

Sec. 42.40.740. COLLECTIVE BARGAINING JNIT. The railroad labor 

relations agency sh all decide in each case, in order to ensure employ­

ees the fu lle s t  freedom in exercising the rights guaranteed by AS 4 2 .-

40.710 -  42.40.890 the unit appropriate for the purposes of co lle ctiv e  

bargaining, based on such factors as community of in te rest, wages, 

hours and other working conditions of the employees involved, the
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1 h isto ry of c o lle c tiv e  bargaining, and the desires of the employees.

2 Bargaining units sh a ll be as large as is  reasonable, and unnecessary

3 fragmenting sh a ll be avoided.

4 Sec. 42.40.750. REPRESENTATIVES AND ELECTIONS. (a) The r a i l -

5 road labor relatio n s agency sh a ll investigate a p e titio n  i f  i t  is

6 submitted in a manner prescribed by the railro ad  labor relations

7 agency by

8 (1) an employee or group of employees or an organization

9 acting in th e ir behalf alleging that 30 percent of the employees of a

10 proposed bargaining unit

11 (A) want to be represented for c o lle c tiv e  bargaining

12 by a labor or employee organization as exclusive representative;

14 (B) assert that the organization that has been c e r t i -

15 fied  or is  currently being recognized by the corporation as

16 bargaining representative is  no longer the representative of the

‘ 17 m ajority of employee* in  an appropriate u n it; or

18 (2) the corporation.alleging that one or more organizations

19 have presented to i t  a claim to be recognized as a representative of a

20 m ajority of employctes in an appropriate unit.

21 (b) I f  the ra ilro a d  labor relatio n s agency has reasonable cause

22 to believe that a question of representation e x ists, i t  sh a ll provide

23 fo r a hearing upon due notice. I f  the ra ilro ad  labor re latio n s agency

24 finds that there is  £ question of representation, i t  sh a ll d ire ct an

25 electio n  by secret b allo t to determine whether or by which organiza-

26 tion the employees desire to be represented and sh a ll c e rt ify  the

27 re su lts  of the electio n . Nothing in  th is  subsection proh ibits the

28 waiving of hearings by stip u latio n  fo r the purpose of a consent e le c -

29 tion in  conformity with the regulations of the ra ilro a d  labor
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relations agency or an election in  a bargaining unit agreed upon by 

the f .rt ie s .

(c) The railroad labor relations agency sh all determine who is  

e lig ib le  to vote in an election held under this section and sh a ll

establish rules governing the electio n . In an election in which none

of the choices on the ballot receives a m ajority of the votes cast, a 

runoff election sh ?ll be conducted, the b allo t providing fo r selection 

between the two choices receiving the largest number of v a lid  votes 

cast in the election. I f  an organization receives the majority of the 

votes cast in  the election i t  sh all be c e rt ifie d  by the railro ad  labor

relations agency as exclusive representative of a l l  the employees in

the bargaining unit. An election may not be held in a bargaining unit 

or in a subdivision of a bargaining unit i f  a v a lid  election has been 

held within the preceding 12 months.

(d) Nothing in this chapter prohibits recognition of an orga­

nization as the exclusive representative by the corporation by mutual

consent.

(e) An election may not be directed by the railro ad  labor re la ­

tions agency in a bargaining unit in  which there is  in  force a v a lid

co lle ctiv e  bargaining agreement, except during a 90-day period preced­

ing the expiration date. However, a co lle ctiv e  bargaining agreement 

may not bar an election upon petitio n  of employees in the bargaining 

unit i f

(1) the petitioners are not parties to the agreement; and

(2) more than three years have elapsed since the execution

of the agreement or it s  la st timely renewal, whichever was la te r.

Sec. 42.40.760. UNFAIR LABOR PRACTICES. (a) The corporation or 

it s  agent may not

(1) in terfere, restra in , or coerce an employee in the
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1 ex-ircise of tha rights guaranteed in  AS 42.40.720;

2 (2) dominate or in te rfe re  with the formation, existence, or

3 adm inistration of an organization;

4 (3) discrim inate in regard to h ire  or tenure of employment

5 or~a term or condition of employment to encourage or discourage mem-

6 bership in  an organization;

7 (4) discharge or d iscrim inate against an employee because

8 the employee ras signed or f i le d  an a ff id a v it , p e titio n  or complaint

9 or given testimony under AS 42.40.710 -  42.40.890;

10 (5) refuse to bargain c o lle c t iv e ly  in  good fa ith  with an

11 organization that is  the exclusive representative of employees in an

12 appropriate u n it, including the discussing of grievances with the

13 exclusive representative.

14 (b) Nothing in AS 42.40.710 -  42.40.890 prohibits the corpo-

15 ration from making an agreement with an organization to require as a

16 condition of employment

17 (1) membership in  the organization that represents the unit

18 on or a fte r the 30th day following the beginning of employment or on

19 the e ffe ctiv e  date of the agreement, whichever is  la te r; or

20 (2) payment by the employee to the exclusive bargaining

21 agent of a service  fee to reimburse the exclusive bargaining agency

22 fo r the expense of representing the members of the bargaining unit.

23 (c ) An organization or it s  agents may not

24 (1) re stra in  or coerce

25 (A) an employee in  the exercise of tha rig h ts guaran-

26 teed in AS 42.40.720; or

27 (B) the corporation in  the selectio n  of a representa-

28 tiv e  for the purposes of c o lle c tiv e  bargaining or the adjustment

29 of grievances;
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(2) refuse to bargain co lle ctiv e ly  in good faith  with the 

corporation, i f  i t  has been designated in accordance with AS 42.40.- 

710 -  42.4Q.890 as the exclusive representative of employees, in an 

appropriate unit.

Sec. 42.40.770. INVESTIGATION AND CONCILIATION OF COMPLAINTS. 

I f  a v e rifie d  written complaint by or for a person claiming to be 

aggrieved by a practice prohibited by AS 42.40.760 or a written accu­

sation that a person subject to AS 42.40.710 -  42.40.890 has engaged 

in a prohibited p ractice, i3 f ile d  with the railroad labor relations 

agency, i t  sh a ll investigate the complaint or accusation. I f  i t  

determines after a preliminary investigation that probable cause 

exists in support of the complaint or accusation, i t  shall try to 

eliminate the prohibited practice by informal methods of conference, 

co n ciliatio n , and persuasion. Nothing said or done during this en­

deavor may be used as evidence in a subsequent proceeding.

Sec. 42.40.780. COMPLAINT AND ACCUSATION. I f  the railroad labor 

relations agency fa ils  to eliminate the prohibited practice by co n cil­

iation and to obtain voluntary compliance with AS 42.40.710 -  42.40.-

890 or before i t  attempts co n cilia tio n , i t  may serve a ;opy of the 

complaint or accusation upon the respondent. The complaint or accusa­

tion and the subsequent procedures sh all be handled in accordance with 

the administrative adjudication portion of the Administrative Proce­

dure Act (AS 44.62).

Sec. 42.40.790. ORDERS AND DECISIONS. I ?  the railroad labor 

relations agency finds that a person named in the written com; la in t or 

accusation has engaged in a prohibited p ractice, the railroad labor 

relations agency sh all issue and serve on the person an order or 

decision requiring the person to cease and desist from the prohibited 

practice and to take affirm ative action that w ill carry out the
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provision* of AS 42.40.710 -  42.40.890. I f  th* railro ad  labor re la ­

tion* agency finds that a person named in  th* complaint or accusation 

has not engaged or is  not engaging in  a prohibited p ra ctice , the 

ra ilro a d  labor relation * agency sh a ll state it s  findings of fart and 

issue an order dism issing th* complaint or accusation.

Sec. 42.40.800. ENFORCEMENT BY INJUNCTION. Th* railro ad  labor 

relatio n s agency may apply to th* superior court in  the ju d ic ia l  

d is t r ic t  in  whicii th* prohibited p ractice  occurred for an order en­

joining th* prohibited acts sp ecifie d  in tha order or decision of the 

ra ilro a d  labor relatio n s agancy. Upon showing by th* railro ad  labor 

relatio n s agency that th* parson has *ngag*d or is  about to engag* in 

th* p ra c tic * , an injunction, restrain in g  order, or othar order that is  

appropriate may be granted by th* court and sh a ll b* without bond.

Sec. 42.40.810. POWER TO INVESTIGATE AND COMPEL TESTIMONY. (a) 

For th* purpose of th* in vestig atio n s, proceedings, or hearings that 

the ra ilro a d  labor relatio n s agency considers necessary to carry out 

AS 42.40.710 -  42.40.890, th* ra ilro a d  labor relations agency may 

issue subpoenas requiring th* attendance and testimony of witnesses 

and the production of relevant evidence.

(b) The ra ilro a d  labor relatio n s agency may administer oaths, 

examine witnesses, and r*c*ivo  evidence.

(c ) Th* attendance of witnesses and th* production of evidence 

may b* required from any place i n  th* state at any designated place of 

hearing.

(d) I f  a person refuses to ob*y a subpoena issued under AS 4 2 .-

40.710 -  42.40.890, th* superior court in  th* d is t r ic t  in  which the 

person residas or is  found may, upon application by th* ra ilro ad  labor 

relatio n s agency, issue an order requiring th* person to comply with 

th* subpoena.
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1 Sec. 42.40.820. REGULATIONS. Th* railroad labor relations

2 agency sh all adopt regulations under the Administrative Procedure Act

3 (AS 44.62) to carry out AS 42.40.710 -  42.40.890.

4 Sec. 42.40.830. 1WALTY FOR VIOLATION OF ORDER OR DECISION. A

5 person who vio lates a provision of an order or decision of the r a i l -

6 road labor relations agency is  g uilty  of a misdemeanor and is  punish-

7 able by a fine of not more than $500.

8 Sec. 42.40.840. MEDIATION. (a) I f ,  afte r a reasonable period

9 of negotiation over the terms of a co lle ctiv e  bargaining agreement, an

10 impasse as determined by the railro ad  labor relations agency exists

11 between the corporation and an organization, the railroad labor re -

12 lations agency sh all appoint a , .rson mutually agreeable to the

13 parties from a l i s t  of seven q u alified  mediators or arbitrators knowl-

14 edgeable in railway labor agreements to act as mediator in the d is -

15 pute.

16 (b) Before the determination of an impasse under this section,

17 the parties may also select a mediator by mutual consent.

18 (c) I t  sh a ll be the function of the mediator to bring the

19 parties together to effectuate a settlement of the dispute, but n e i-

20' ther th* mediator nor the railroad labor relations agency has any

21 power of compulsion in mediation proceedings.

22 Sec. 42.40.850 STRIKES. (a) Following a decision by the

23 mediator to end the mediation proceedings, employees of a co lle ctiv e

24 bargaining unit may engage in a strik e  for a lim ited time i f  a major-

25 ity  of the employees in thet co lle ctiv e  bargaining unit vote by secret

26 ballot to do so. The lim it of the strik e  is  determined by the interest

27 of the health, safety, or welfare of the public.

28 (b) The corporation may apply to the superior court in  the

29 ju d ic ia l d is t r ic t  in which the strik e  is  occurring for an order
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enjoining Che s tr ik e . A  strik e  may not be enjoined unless i t  can be 

shown that i t  has begun to threaten, or is  about to threaten, the 

health, safety, or welfare of the pu b lic. A court, in deciding wheth­

er to enjoin the s tr ik e , ste.ll consider the to ta l equities in  the 

p a rticu la r' case, including the impact of a strik e  on the public and 

the extent to which an employee organization end tha corporation have 

met th e ir statutory obligations.

(c) I f  an impasse or deadlock, s t i l l  ex ists a fte r  the issuance of 

an injunction, the p arties sh a ll submit the dispute to bindi' £ a rb i­

tratio n . The a rb itra to r sh a ll be the same person selectee, under 

AS 42.40.840 and sh a ll fashion tha award the a rb itra to r considers 

equitable.

(d) Notwithstanding ( a ) . -  (c ) of th is section , an organization 

and the corporation may mutually agree to submit a -’ -spute to binding 

arb itratio n  at any time.

Sac. 42.40.860. AGREEMENTS. (a) Tha Department of Administra­

tion may p articip ate in labor negotiations between the corporation and 

an organization. The corporation may seek advice of the Department of 

Administration before entering into a c o lle ctiv e  bargaining agreement 

concerning wages, hours, and other terms and conditions of employmenti 

However, tha fin a l decision regarding co lle c tiv e  bargaining agreements 

sh a ll be made by the board.

(b) Upon the completion of negotiations between an organization 

and the corporation, i f  a settlement is  reached, the corporation sh all 

reduce i t  to w riting in  the fons of an agreement. The agreement sh all 

include a grievance procedure that sh a ll have binding a rb itra tio n  as 

i t s  f in a l step. Either party to the agreement has a right of action 

to enforce the agreement by p e titio n  to the ra ilro a d  labor relations 

agency.
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1 (c) The parties to an agreement under th is section may agree to

2 terms that specify an expiration date for the agreement.

3 Sec. 42.40.870. ORGANIZATION DUES AND EMPLOYEE BENEFITS, DEDUC-

4 TION AND AUTHORIZATION. Upon written authorization of an employee

5 within a bargaining unit, the corporation sh a ll deduct from the pay-

6 r o l l  of the employee the monthly amount of dues, fees, and other

7 employee benefits as c e rt if ie d  by the secretary of the exclusive

8 bargaining representative and sh all d eliver i t  to the chief f is c a l

9 o ff ic e r  of the exclusive bargaining representative.

10 Sec. 42.40.880. EXEMPTION. Notwithstanding the provisions of

11 AS 42.40.870, a co lle ctiv e  bargaining settlement reached, or agreement

12 entered into, under AS 42.40.860 that incorporates union security

13 provis". ns, including a union shop or agency shop provision or agree-

14 ment, sh all Safeguard the rights of nonassociation of employees having

15 bona fide religious convictions based on tenets or teachings of a

16 church or religio us body of which an employee is  a member. Upon

17 submission of proper proof of religious conviction to the railro ad

18 labor relations agency, the agency sh all declare the employee exempt

19 from becoming a member of an organization. The employee shall pay an

20 amount of money equivalent to regular organization dues, in itia tio n

21 fees, and assessments to the organization. Nonpayment of this money

22 subjects the employee to the same penalty as i f  i t  were nonpayment of

23 dues. The receiving organization 3hall contribute an equivalent

24 amount of money to a charity of it s  choice not a ffilia te d  with a

25 re lig io u s, labor, or employee organization. The organization sh a ll

26 submit to the railro ad labor relations agency proof of contribution.

27 Sec. 42.40.885. PROHIBITED ACTS. (a) The corporation or an

28 employee may not d ire ctly  or in d ire ctly

29 (1) require or coerce an employee to participate in any way
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*1 in  any a c tiv ity  or undertaking unless the’ a c tiv ity  or undertaking is

2 related to the _ armance of o f f ic ia l  duties;

3 (2) require or coerce an employee to make any report con-

4 earning an a c t iv ity  or undertaking of the employee unless the a c tiv ity

5 or undertaking is  related to the performance of o f f ic ia l  duties;

6 (3) except, as d ire c tly  related to the performance of o f f i -

7 c ia l  d u ties, require or coerce an employee to submit to an in te rro -

8 gation, examination, or psychological test that is  designed to e l i c i t

9 information concerning

10 (A) a personal relationship with a person connected

11 with the employee by blood or marriage;

12 (B) the employee's re lig io u s b e lie fs  or p ra ctice s;

13 (C) sexual matters;

14 (D) the employee's p o lit ic a l  a f f i l ia t io n  or philoso-

15 phy;

16 (4) coerce an employee to invest or contribute earnings in

17 any manner or for any purpose;

18 (5) r e s t r ic t  or attempt to r e s t r ic t  after-working-hour

19 statements, pronouncements or other a c t iv it ie s ,  not otherwise prohib-

20 ited  by law or personnel ru le , of an employee, i f  the employee' does

21 not purport to speak or act in  an o f f ic ia l  capacity.

22 (b) Tne provisions of (a) of th is section do not diminish the

23 authority of an authorized law enforcement agency to conduct crim inal

24 investigations of employees suspected of being involved in crim inal

25 a c t iv ity  or to investigate other a c t iv ity  d ire c tly  related to o f f ic ia l

26 ra ilro a d  business.

27 Sec. 42.40.890. DEFINITIONS. In  AS 42.40.710 -  42.40.890

28 (1) "e le ctio n " means a proceeding conducted by the labor

29 relatio n s agency in which the employees in a c o lle ctiv e  bargaining
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unit cast a secrat ballot for co lle ctiv e  bargaining representatives, 

or for any other purpose specified  in AS 42.AO.710 -  42.40.890;

(2) "organization” aeaiis a labor or employee organization 

of any kind in  which esployees p articipate and that exists for the 

primary purpose of dealing with the corporation concerning grievances, 

labor disputes, wages, rates of pay, hours of employment and condi­

tions of employment.

ARTICLE 9. GENERAL PROVISIONS.

Sec. 42.40.900. CLAIMS. (a) A ll claims and lawsuits involving 

a c t iv it ie s  of the ra ilro ad , including su its in  contract, quasi-con­

tra c t, or to rt, sh all be brought against the corporation and not 

against the state.

(b) For the purposes' of actionable claim s, undertakings, pay­

ments of judgments, execution, in te re st, punitive damages, statutes of 

lim ita tio n s, bonds, costs, and s im ila r matters related to the pres­

entation and prosecution of claims by and against the corporation, the 

corporation and it s  board members and employees enjoy the same rig h ts, 

p riv ile g e s, and immunities as the state and state o ffice rs .

(c ) Claims against the corporation are not subject to the pro­

visions of AS 44.77 regarding claims against the state.

(d) The corporation is  not subject to the provisions of AS 4 4 .- 

80.010, regarding the state as a party to an action.

Sec. 42.40.905. NOTICE OF LEGAL ACTIONS. (a) The corporation 

sh all n otify the Department of Law within 30 days before in itia tin g  

legal action unless special circumstances exist that require immediate 

legal action to protect the corporation assets or to continue existing 

service.

(b) I f  notice of legal action is  not given under (a) of this

section, within seven days of taking action the board sh a ll notify the
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1 Department of Law of tha action taken and of tha special circumstances

2 that exempted tha action from tha raquiramants of (a) of th i3 section.

3 Sac. 42.40.910. EXEMPTION FROM TAXATION. (a) Tha exercise of

4 the powers granted by th is chapter sh a ll ba in a l l  respects for the

5 benefit of tha people of tha state, for th a ir w ell-being and prosper-

6 it y ,  and for tha improvement of th e ir so c ia l and economic conditions.

7 Subject to (b) of this section, tha real and personal property of the

8 corporation and it s  assets, incoma, and receipts are exempt from a l l

9 taxes and sp ecial assessments of the stata or a p o lit ic a l  subdivision

10 of the stata.

11 (b) Bonds and notes issued undar th is chapter are issued b y  a

12 body corporate and public of the state and fo r an essen tia l public and

13 governmental purpose. Therefore, the bonds and notes, the in terest

14 and income from them, and a l l  fees, charges, funds, revenue, income

15 and other money pledged or available to pay or secure the payment of

16 the bonds and notes or in terest on them, are exempt from taxation

17 except fo r inheritance, tran sfer, and estate taxes.

13 (c ) This section does not affe ct or lim it  an exemption from

19 licen se fees, property taxes, or excise, income or other taxes, pro-

20 vided undar any other law, nor does i t  create a tax exemption with

21 respect to the in terest of any business enterprise or othar person,

22 other than the corporation.

23^ Sac. 42.40.920. APPLICATION OF EXISTING LAWS. (a) The corpo-

24 ration is  not subject to the ju ris d ic t io n  of the Alaska Transportation

25 Commission.

26 (b) Unless s p e c if ic a lly  provided otherwise in this chapter, the

27 following laws do not apply to the operations of tha corporation:

28 (1) AS 19;

29 (2) AS 30.15;

*
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1 (3) AS 35;

2 (4) AS 37.05;

3 (5) AS 37.07;

4 (6) AS 37.10.010 -  37.10.060;

5 (7) AS 37.10.085;

6 (8) AS 37.20;

7 (9) AS 37.25;

8 (10) AS 38;

9 (11) AS 44.62.040 -  44.62.320.

10 Sec. 42.40.930. CONFLICTING LAWS INAPPLICABLE. I f  provisions of

11 AS 42.40 co n flict with the provisions of other state law, the pro-

12 visions of AS 42.40 p re v a il. Provisions of AS 42.40 shall be con-

13 strued so that they do not co n flict with 45 U .S.C . 1201 -  1214 (Alaska

^  14 Railroad Transfer Act of 1982).

15 Sec. 42.40.935. RAILROAD FACILITIES CODE COMPLIANCE. (a) Not

16 la te r than two years a fte r the date of transfer the corporation in

17 cons, itatio n  with the Department of Labor sh a ll develop and adopt a

18 plan to achieve compliance with AS 18.60. The plan sh all be imple-

19 mented and compliance achieved within five years after i t  is  adopted.

20 (b) No late r than two years after the date of transfer, the

21 corporation in consultation with the Department of Public Safety and

22 appropriate municipal o f f ic ia ls ,  sh all develop and adopt a plan to

23 achieve compliance with building and related safety codes applicable

24 to f a c i l i t ie s  of the corporation. The plan sh all be implemented and

25 compliance achieved within five  years after i t  is  adopted. In the

26 sole determination of the commissioner of public safety, any existing

27 building owned or controlled by the corporation that does not present

28 a serious safety hazard and for which compliance would be uneconomical

29 in consideration of it s  remaining useful l i f e  sh a ll be exempted from

•  •
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compliance with state or municipal safety codes.

Sec. 42.40.940. SALE OR LEASE OF THE RAILROAD. (a) The gover­

nor may provide fo r the sale or lease of the Alaska Railroad and 

d issolve the corporation i f

(1) i t  can be assured that the ra ilro ad  w ill  continue to 

operate a fte r th« sale or lease; and

(2) under the terms of the sale or lease, the 3tate w ill

receive the amount of money i t  has spent in  connection with the Alaska 

Railroad.

(b) A sale under th is  section is  subject to approval by law.

Sec. 42.40.950. REVERSION OF ASSETS. Except as provided in

AS 42.40.940, i f  the corporation ceases to exist it s  assets revert to

the state.

Sec. 42.40.980. DEFINITIONS. In th is chapter unless the context 

otherwise requires,

(1) "board'' means the board of d irecto rs of the Alaska

Railroad Corporation;

(2) "bonds" means bonds, bond anticipation notes, notes, 

refunding bonds, or othar obligations;

(3) "c o lle c t iv e  bargaining" means the performance of the 

mutual obligation of the corporation or it s  designated representatives 

and the representatives of the employees to meet at reasonable times, 

including meetings in advance of tha budget making process, and nego­

tia tin g  in good fa ith  with respect to wages, hours, and othar terms 

and conditions of employment, or the negotiation of an agroement, or 

negotiation of a question arisin g  under an agreement and the execution 

of a w ritten contract incorporating an agreement reached i f  requested 

by eith er party, but these obligations do not compel eith er party to 

agree to a proposal or require tha making of a concession;
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(4) "corporation" means tha Alaska Railroad Corporation;

(5) "date of transfer" means the date on which the United

Stataa Secretary of Transportation delivers the transfer documents 

under 45 U .S.C . 1201 -  1214 (Alaska Railroad Transfer Act of 1982);

(6) "employees" means a l l  persons employed by the corpo­

ration inch", executive o ffic e rs ;

(7) "executive o ffic e r"  means the corporation’ s chief 

executive o ffic e r, assistant chief executive o ffic e r , assistant to the 

chief executive o ffic e r , chief of administration, superintendent of 

transportation, manager of marketing and sales, chief engineer, chief 

mechanical o ff ic e r , manager of in du strial development and real estate, 

manager of budget and accounting, manager of planning, manager of 

personnel, manager of supply and procurement, chief of security, 

manager of operating ru le s, manager of data processing, manager of 

strategy, manager of operations planning, manager of supply, manager 

of procurement, manager of safety, manager of administrative proce­

dure, chief counsel, or, i f  so designated by the board, any employee 

who f u l f i l l s  these management functions under a different t i t le  or who 

exercises a s im ila r or Comparable level of resp o n sib ility  or super-
e

v isio n ;

(8) "land" means any interest in  real property, including 

tide and submerged land, and any right appurtenant to the in terest;

(9) "ru le " means a standard of general application or the 

amendment, supplement, revision, or repeal of a standard adopted by 

the corporation to implement, interpret, or make sp e cific  the law 

enforced or administered by i t  or to govern it s  procedure;

(10) "terms and conditions of employment" means the hours of 

employment, the compensation and fringes benefits, and the employer's 

personnel p o lic ie s  affecting the working conditions of the employees,
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1 but does not mean tha general p o lic it *  describing tha function and

2 purposes of an employer.

3 Sac. 42.40.990. SHORT TITLE. T h il chaptar say ba rafarrad to as

4 tha.Alaska Railroad Corporation Act.

5 * Sac. 3. SPECIAL REPORTS. (a) Tha govomor sh a ll contract with a

6 privata consultant for tha praparation of a raport on tna long-term op-

7 arations of tha Alaska Railroad that ara in  tha bast in tarast of tha stata.

8 Tha report sh a ll ba submitted to tha governor and the le g isla tu re  by

9 February 1, 1987. I t  sh a ll contain s p e c if ic  recommendations on operational

10 altern atives and tha tran sfer of a l l  or part of tha ra ilro ad  operation to

11 tha privata sactor.

12 (b) Tha corporation sh a ll study any problems created by vib ratio ns

13 dua to operating the ra ilro ad  from Birchwood through In le t  View to the

14 Tumagain Area and extending to P o tter’ s Marsh. Tha study sh a ll include. 

13 consideration of any potential fo r problems that may ba created by hauling

16 coal and larg er quantities of gravel along that portion of tha r a i l  lin e .

17 By February 1, 1986, tha corporation sh a ll present a report to tha le g is la -

18 tura an the study containing racossaandations for correcting any problems

19 id e n tifie d .

20 * Sec. 4. APPOINTMENT OF FIRST BOARD OF DIRECTORS OF ALASKA RAILROAD

21 CORPORATION. Notwithstanding AS 42.40.020 enacted in sec. 1 of th is Act,

22 tha terms of tha appointed members of tha f i r s t  board of d irecto rs of tha

23 Alaska Railroad Corporation ara as follow s:

24 (1) one sh a ll serve a term of two years;

25 (2) one sh a ll serve a term of three years;

26 (3) ona sh a ll serve a term of four years; and

27 (4) two sh a ll serve a term of f iv e  yaars.

23 * Sac. 10. COLLECTIVE BARGAINING AGREEMENTS. (a) As soon as p ra c ti-

29 cable before tran sfer of the Alaska Railroad to the sta te, the Alaska
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1 Railroad Corporation and it s  employees sh a ll adopt co lle ctiv e  bargaining

2 agreements that continue the provisions of the agreements in  effect between

3 the Alaska Railroad and it s  employees on the date of transfer of the r a i l -

4 road. The co lle ctiv e  bargaining agreements adopted under th is section

5 between the corporation and it s  employees sh a ll remain in e ffect to the

6 extent required under 45 U .S.C . 1201 -  1214 (Alaska Railroad Transfer Act

7 of 1982).

8 (b) The board of d irectors of the Alaska Railroad Corporation shall

9 on or before the date of tran sfer of the Alaska Railroad to the state adopt

10 personnel rules necessary to prevent an interruption of services of the

11 railroad.

12 (c) Subject to 45 U .S.C . 1201 -  1214 (Alaska Railroad Transfer Act of

•  13 1982), within 180 days after the fivsi. m ating of the board of d irecto rs of

14 the Alaska Railroad Corporation, the board and representatives of employee

15 bargaining units sh all estab lish  procedures fo r the renegotiation of bar-

16 gaining agreements adopted under (a) of th is section. The board sh a ll

17 renegotiate a l l  agreements adopted under (a) of this section within two

18 years after the date of tran sfer of the Alaska Railroad to the state unless

19 the parties agree to the contrary.

20 * Sec. 5. This Act takes effect immediately in accordance with AS 01.10

21 070(c).
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ALASKA RAILROAD TRANSFER LEGISLATION 
SECTION-8Y-SECT ION ANALYSIS

SECTION 1 —  TITLE

This section provides that the legislation may be cited as "Alaska Railroad 
Transfer Act of 1982."

SECTION 2 —  FINDINGS

This section states the reasons that the Alaska Railroad should be trans­
ferred to the State of Alaska. While the Railroad has served the interest 
of the Federal Government in the past, today it primarily serves residents 
and businesses of the State. Further, the transfer is consistent with the 
Federal Government's efforts today to transfer programs to the states 
whenever appropriate. Finally the transfer is necessary in order to insure 
that in the future the Railroad will be operated and its services expanded 
to meet the needs of the State and the Railroad users.

SECTION 3 —  DEFINITIONS

This section defines the 'major terms used tn the legislation. Among these 
described is "rail properties of the Alaska Railroad." This definition is ™  
important because it describes the rail properties to be transferred. As 
defined in r.he legislation, rail properties means all right, title and 
interest to real and personal properties held by or for the Alaska Railroad 
as. of the date of enactment with limited exceptions, as follows: (1) The
unexercised reservation to the United States in all patents to lands as 
provided for the construction of future rights-of-way; (2) the right of the 
Secretary of Transportation to exercise the power of eminent domain; (3) 
any money in the Alaska Railroad Revolving Fund that the Secretary and the 
State agree is needed to pay certain Federal obligations arising from 
operation of the Railroad, which are not assumed by the State; (4) certain 
properties that the Secretary deternrines, with the consent of the State, to 
be necessary to carry out Federal functions after the transfer; and (5) 
certain properties in Denali National Park and Preserve.

This section defines "exclusive-use easement" as a surface easement for 
transportation, communication and transmission purposes and support 
functions together with the right to use tne suDSurface if necessary for 
such purposes. The definition further guarantees subjacent and lateral 
support and entitles the easement holder to fence, afix track fixtures and 
structures "n and exclude persons from the land subject to the easement.

This section also defines the terms "State" and "State-owned Railroad."
The definitions are broadly worded to give the Stata maximum flexibility in
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designating an appropriate organization for State ownership, operation and 
management of the Railroad after the transfer.

SECTION 4 —  TRANSFER AUTHORIZATION

This section establishes the primary transfer components. Under subsection
(a), the Secretary of Transportation is required to transfer the rail 
properties of the Alaska Railroad to the State as soon as possible after 
five specified certifications are made.

t
Subsection (b) requires the Secretary of Transportation after consultation 
with the Secretary of the Interior to simultaneously deliver to the State 
the following documents on the date of transfer; (1) a bill of sale convey­
ing title to all perronal rail properties of the Alaska Railroad; (E) an 
interim conveyance of the real properties of the Alaska Railroad which are 
not subject to unresolved claims of valid existing rights; (3) an exclusive 
license to use rail properties not conveyed above pending resolution of 
claims of valid existing rights in accordance with the review,' settlement 
and final adjudication procedures established in section 6 (b); (4) an 
exclusive-use easement for Railroad purposes and other existing uses to 
right-of-way lands located with th** Denali National Park and Preserve and 
title to the improvements within the right-of-way. All other rail prop­
erties located in the park are transferred to the Department of the 
Interior for administration as part of the park.

Lands subject to an interim conveyance (including lands to be conveyed 
following the review, settlement and adjudication process discussed” above), 
must be surveyed by the Department of the Interior within fi\e years arcar 
the date of enactment pursuant to section 606 (b)(2). Following correlation 
of the survey, the Secretary -is required to issue a patent to the Stata.

Subsection (c) provides that interim conveyances and patents issued to the 
State must transfer all U.S. reservations for the Alaska Railroad except 
unexercised reservations for future rights-of-way under the 1914 Alaska 
Railroad Act. In addition, there shall be reserved to the Secretaries of 
the Interior, Defense and Agriculture as appropriate existing easements for 
administration identified in the closing report. The app priate secretary 
may also obtain future easements with State consent. Existing ana future 
easements may not interfere with operations and support functions of the 
Alaska Railroad.

The Park Service will continue to use and occupy through the Secretary of 
the Interior * small tract at Talkeetna, Alaska, currently used for certain 
park activities so long as this use or occupation does not interfere with 
Railroad operations.

With respect to the required certifications, subsection (d) directs the 
Secretary of Transportation to find that the State will operate the



Railroad as a carrier in intrastate and interstate commerce. In addition, 
the Secretary is to certify that the State will assume the rights,
liabilities and obligations of the Railroad. However, the State will not
be responsible for claims or causes of action accruing on or before the 
date of transfer, or judgements rendered before the transfer, except those 
tort actions which result in claims of less than $2,500.

The Secretary must also find the State has established specified employee 
protection arrangements to apply during the two year period after the date 
of transfer. For those employees who are not officers and who choose to
transfer to the State-owned Railroad, the State must ensure that they are
retained in their same position, and unless otherwise agreed to, at least 
at the same level of compensation in effect at the time’of transfer. These 
provisions are not to apply to those employees who are reassigned, retired 
or separated for cause or lack of work.

Under this subsection, the State is to continue existing collective bar­
gaining agreements during this two year period unless otherwise agreed to. 
This subsection further provides that these agreements are to be renegoti­
ated during this period unless otherwise agreed to, and that they are*to 
expire at the end of the two year period.

Finally, with respect to these employees, the State is to ensure that 
certain Federal benefits are retained. These include accrued leave, 
insurance, seniority rights and cost of living increases. Also those 
employees who are transferred to the State-owned Railroad but terminated or 
laid off, during the transition period, shall be entitled to priority of 
reempToyment in the railroad and prior Federal service is to be counted in 
determining seniority for such purposes.

For officers of the Railroad including the General Manager, Assistant 
General Manager, Assistant to the General Manager, Chief of Administration 
and Chief Consel, the Secretary must also certify that the State has agreec 
to retain those officers for at least one year from the date of transfer 
(except where separated for cause, resignation, retirement or lack of 
work), at or above their base salary in effect on the date of transfer in 
such positions as the State may determine. As an alternative, the State 
may remove these employees upon payment of lump sum severance pay equa> to 
their base salary for one year diminished pro-rata for employment by the 
State-owned Railroad within one year of the date of transfer prior to 
separation. Benefit guarantees discussed above for officers are in effect 
for one year only.

The fifth certification requires the Secretary to find that the State has 
agreed to compensate the U.S. at the value, if any, determined under 
Section 605 (b) below.



SECTION 5 ~  TRANSITION PERIOD

This section sets forth the activities which are to occur, or are not to 
occur, during the period of enactment of the legislation and the date of 
transfer. Subsection (a) provides for joint submission by the Secretary of 
Transportation and the Governor of Alaska, no later than six months after 
enactment, of a report that describes in detail the rail properties of the 
Railroad, the liabilities and obligations to be assumed by the State, and 
the sum of money, if any, in the Alaska Railroad Revolving Fund to be used 
by the Federal Government in carrying out its remaining.responsibilities.

Under subsection (b), the State shall have access to properties of, and 
records pertaining to the Railroad in order to evaluate and prepare for tne 
transfer. Also the Secretary is directed not to take certain actions such 
as transfer, sale or lease of the Railroad properties or the obligation of 
Railroad monies, without the consent of the State.

Subsection (c) directs the Secretary prior to transfer to ensure that the 
Railroad's accounting practices and systems conform to reporting standards 
set by the ICC. This action will facilitate the transition of the Railroad 
to its status as a regulated carrier in intrastate and interstate commerce.

Finally, subsection (d) provides that within nine months after the date of 
enactment the United States Railway Association .must determine the fair 
market value of the Railroad applying generally accepted procedures, 
methods and standards. This determination must include an appraisal of the 
real and personal property to be transferred to the State which considers 
the current fair market value and potential future value of this property 
if used in whole or in part for other purposes. The determination must 
also take into account all obligations imposed by this act and other 
applicable law upon operation and ownership of the Railroad.

SECTION 6 —  LANDS TO 8E TRANSFERRED

This section sets forth the status of the rail properties to be transferred 
and provides for the orderly adjudication of claims of valid existing 
rights to those properties. Subsection (a) specifies that the property to 
be transferred is excluded f’*om selection or conveyance provided under 
amendments to ANCSA relating to the Cook Inlet Region, Inc., the Chugach 
Natives, Inc. and certain future Eklutna Village Corporations selections 
provided for ANILCA.

Subsection (b) reinforces the Department of the Interior's existing resocn- 
sibility to adjudicate third party claims and to issue written opinions ana 
appropriate documents of title. Specifically, the Secretary of the 
Interior is directed to complete the determination of "smallest practiced® 
tract" under section 3(e) of ANCSA within three years of the enactment of 
this legislation. Prior to initiating these adjudications, a ten month



period is provided whereby all affected parties are directed to Rake a ccoa 
faith effort to review and settle as many of these claims as possible.
This subsection specifies that until settlement or final adjudication, 
interim management of the Railroad lands subject to claims of valid 
existing rights shall be in accordance with standards agreed to in the 
Memorandum of Understanding between the FRA, the State, Cook Inlet Region, 
Inc. and village corporations. In recognition of the importance of 
maintaining exclusive control c e r  right-of-way lands to ensure sufficient 
protection for safe and econom operation of the Railroad, the final part 
of this subsection provides a process whereby village corporations are 
allowed to relinquish any claims to railroad lands within the right-of-way 
for subsequent transfer to the State. This provision further provides that 
failure to make such a relinquishment shall result in the conveyance to the 
State of all right, title and interest of the United States in the 
right-of-way free and clear of such claims.

Under subsection (c), any decision by the Secretary of the Interior pursu­
ant to this section is open to review only by an action brought in Federal 
District Court of Alaska and is to be expedited. The Stats is allowed to 
participate in such an appeal as well as in any agency proceeding. To 
ensure that the goals of this legislation are not frustrated, this section 
further provides that no injunctive or other relief can delay the transfer 
of the Railroad or impede its operations.

Lands among the rail properties are expressly excluded by subsection (d) 
from selection by Cook Inlet Region, Inc, (CIRI) and Chugach Natives, Inc. 
under 43 U.S.C. 1611 and sections 1425 and 1430 of P.L. 96-487 (ANILCA); 
although CIRI claims can be revitalized with State consent if the Railroad 
is transferred to Alaska. If there is no transfer, the State may still 
exercise "a public purpose" veto over lands proposed to be included in the 
selection pool. Federal DOT also has veto power so long as the Railroad is 
not under State ownership. Since the passage of P.L. 94-204 (ANSCA) in 
1976, incorporating the Cook Inlet Land Exchange Agreement (exchange 
agreement), the Secretary of the Interior and the State of Alaska have been 
attempting to ensure the land entitlement of CIRI under that complex 
provision is fulfilled in a manner consistent with the interests of the 
State, environmental concerns and concerns of other public and private 
entities.

In one of the integral parts of the exchange agreement, the "in-region 
pool" provision, tha Secretary of the Interior in conjunction with the 
General Services Administrator, was charged with promptly identifying and 
creating a selection pool of Federal lands within the Cook Inlet Region.
The transfer of the Alaska Railroad through this legislation would exclude 
rail properties from possible placement in the "in region" selection pool, 
unless the State or Secretary of Transportation consent to its inclusion.

ANILCA amended ANCSA to allow for "in-region pool selections to occur out 
of State. Since the existing exchange agreement allows the Secretary of



the Interior discretion to enlarge the "in region pool" using out of region 
entitlement. The objective of this section is to reaffirm this secretarial 
discretion and to make clean that out-of-state properties can be placed 
into the "in region pool." This subsection also allows CIRI to negotiate 
with local governments to obtain the properties being selected.

Utilization of CIRI's current statutory rights to obtain Federal surolus 
property wherever located, will be essential for fulfillment of its entitle­
ment. Therefore, a more detailed provision is needed to insure the prop­
erties will be made, available. This section adjusts CIRI's current stat­
utory right by specifically requiring that both the Secretary of the 
Interior and CIRI obtain early notice of potentially available properties. 
The amendments also clarify the Secretary of the Interior's authority to 
offer properties under his jurisdiction to CIRI as partial fulfillment of 
CIRI's entitlements.

In addition, to increase to properties within Alaska that can be placed 
into the "in region pool," section 6 extends CIRI's "in-region" oriority 
statewide.

The amount of property within the "in-region pool1' has been for various 
reasons less than the minimum amount required. On three seoarate occasions 
the original deadline on January 15, 1978 has had to be extended to recog­
nize this fact. To ensure fulfillment, section 6 lifts the deadline until 
the pool is complete but in no event later than July 15, 1987.

Subsection (e) expressly provides that the State shall be liable to a party 
receiving a conveyance of land among the rail properties for damage result­
ing in use by the State in a manner not authorized under the license 
provided in section 4.

SECTION 7 —  EMPLOYEES OF THE ALASKA RAILROAD

Subsection (a) of this section provides that those employees who transfer 
to the State-owned Railroad and who presently participate in the Federal 
Civil Service System, may continue to participate in this system for as
long as they continue to work for the State-owned Railroad. However as an
alternative, the State-owned Railroad may provide such employees either in
or substantially equivalent to those benefits the State provides its
employees under the State Retirement System. This section provides an 
exemption to the State alternative program for those transferred employees 
who are entitled to retire under the Federal retirement system within five 
years of the date of transfer. These employees may elect to remain partic­
ipants in the Federal system even if the State chooses to provide other 
benefits.

Subsection (b) of this section provides that those Federal employees who 
choose not to transfer to the State-owned Railroad at the time the Railroac



is transferred to the State shall be entitled to all normal rights and 
benefits under Federal law for discontinued employees.

Subsection (c) provides for siu.ilar protections for transferred emDloyees 
whose employment with the State-owned Railroad is involuntarily terminated 
during the two year period following the transfer.

SECTION 8 —  STATE OPERATION

Subsection (a) of t(iis section provides that after the transfer, the 
State-owned Railroad shall be subject to the same Federal laws, with some 
limited sections, as are other railroads, including the Interstate Commerce 
Act, the Federal Antitrust Laws (unless the State acts otherwise to invoke 
an exemption), and the Railroad Safety Laws. The limited exemptions are 
the Railroad Retirement Act, the Railway Labor Act, the Federal Emoloyer's 
Liability Act and the Railroad Unemployment Insurance Act. All FRA memo­
randa which sanction noncompliance with Federal railroad safety regulations 
ineffect on the date of transfer shall continue in effect according to 
their terms as "waivers of compliance."

In addition, subsection (a) exempts the State-owned Railroad from any stace 
or local statute specifying a minimum number of crew members that must be 
employed in connection with the operation of its trains.

Subsection (a) specifies that the State-owned Railroad shall retain and 
manage its own revenues. The purpose of this provision is to avoid the 
need for annual appropriations by the State for the Railroad.

Subsection (b) of this section requires the ICC to promulgate an exoedited, 
modified procedure for providing the State-owned Railroad a certificate of 
public need and necessity.

This subsection tlso exempts ICC actions under this subsection from the 
National Environmental Policyfrct and the Energy Policy and Conservation 
Act in order to ensure an expeditious process.

Subsection (c) of this subsection provides that the State-owned Railroac 
shall be eligible to participate in Federal assistance programs on the same 
basis as othpr railroads, including that provided for by the Railroad 
Revitalization and Regulatory Reform Act.

Subsection (d) of this section provides that the railroad properties within 
the Oenali National Park and Preserve and Chugach National Forest shall be 
subject to applicable Federal laws and regulations established for tne 
protection of forest and park values. In making this determination, the 
appropriate secretary is to consult with the Governor of Alaska. Moreover, 
any determination by the Secretaries must be designed to avoid unreasonable 
interference with Railroad operations. This subsection also requires that



any decision to fence the right-of-way within Denali shall be subject to 
the concurrence of the Secretary of the Interior.

SECTION 9 -  FUTURE RIGHTS-OF-WAY

This section contemplates future rights-of-way for expansion of the Rail­
road. Subsection (a) provides that the State or State-owned Railroad mav 
request the Secretary of the Interior, or the Secretary of Agriculture as 
appropriate, in consultation with the Secretary of Transportation to 
approve expeditiously pursuant tn existing law, a right-of-way over Federal 
lands and applications for terminal and station grounds and material sites.

Subsection (b) specifies that any rights-of-ways and grounds and sites 
granted under this section must conform to the extent possible to the 
standards established in the Alaska Rail-road Act of 1914.

Subsection (c) provides that a right-of-way granted under this section is 
subject to reversion in accordance with section 10 be^ow.

SECTION 10 —  REVERSION

This section provides for the reversion to the United States of the prco- 
erties of the Alaska Railroad if within 10 years of the transfer sucn 
properties are converted to a use that would prevent the State-owneo 
Railroad from continuing to operate. As a alternative to the actual 
reversion of the properties, the State at its option, may pay the United 
States an amount determined to be the value of the properties at the time 
they were converted to a use preventing the Railroad’ from operating.

Subsection (b) specifically provides that if the State discontinues use cf 
any land within the right-of-way for a continuous period of 13 years, or 
upon a formal notification of discontinuance from the State, the State's 
interest in these lands will revert to the United States.

Subsection (c) further states that upon such reversion, these lands will be 
conveyed by patent to abutting land owners, except as specified in sub­
section (d). This latter subsection provides that the portion of the 
right-of-way within the Oenali National Park and Preserve and the Chugach 
National Forest will revert to the Department of the Interior and the 
Department of Agriculture, as appropriate, for administration as part of 
these units.

Subsection (e) provides that if the State sells or transfers the Railroad 
within five years after the date of transfer, the proceeds from the sale or 
transfer that exceed the cost of any rehabilitation and improvements and 
any liabilities incurred by the State shall be paid to the United States.
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SECTION 11 -  OTHER DISPOSITION

To ensure that the Railroad is transferred from Federal ownership, this 
section authorizes the Secretary of Transportation to otherwise dispose of 
the Railroad if satisfaction by the State of the five conditions under 
section 4 cannot be certified within a year of the delivery of the report 
mandated under section 5. Consistent with the concern for continued rail 
service, this section directs the Secretary to give preference to a pro­
spective owner who will continue to operate rail service.

•
SECTION 12 —  DENALI NATIONAL PARK AND PRESERVE

All rail properties within the Denali National Park and Preserve are 
transferred to the Department of Interior for administration as part of the 
park subject to the exclusive-use easement discussed above.

SECTION 13 —  APPLICABILITY OF OTHER LAWS

This section exempts actions taken under the legislation from the require­
ments of a number of Federal statutes, including the National Environmental 
Policy Act and those provisions of the Administrative Procedures Act not 
pertaining to judicial review. The reasons for these exemptions is to 
ensure that the transfer process is not delayed.

This section also clarifies that actions taken under this legislation do 
not constitute a disposal of surplus Federal property or a revocation of 
withdrawals made from or confirmed for the Alaska Railroad under a numDer 
of specifically named and generally referenced land laws, including the 
Federal Land Policy and Management Act. These clarifications are necessary 
in order to ensure that the rail properties do not become available for 
entry or selection by third parties as a result of action taken uncer the 
legislation.

SECTION 14 -  CONFLICT WITH OTHER LAWS

This section provides that this legislation shall govern in the event in 
any conflict between this legislation and any other law.

SECTION 15 —  REPEAL AND AMENDMENT OF EXISTING LAWS

This section repeals the Alaska Railroad enabling act and other related 
laws, and makes conforming changes to other Federal laws that mention the 
Alaska Railroad. These changes would become effective at the times of 
transfer or other disposition or at the time of any other disposition of 
the Railroad pursuant to Section 11 of this legislation.



SECTION 16 —  SEPARABILITY

This section provides that if any section is held invalid, other seniors 
shall not be affected. se„.ur.s
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• 6  STAT. 2556 PU BL IC  LAW 0 7 -4 6 8 -JA N . 14 ,1983
8 )  i j n o i  who ie able to mmut that adequate transport*- tion wfl] ba provided cmr a substantial portion of tha feeder line described is Kihasctico (a) of thia section for a period af not kaa than I  year*; or
( I )  any combination o f members o f the classes o f applicants * daacribad in paragraphs (1) tad C2) o f thia autaactiaa.

r  A l-a j f e iM  TTTLZ V I—ALASKA RAILROAD TRANSFER
T r u a «  A a

1,42 a o r  m u
t f  use isoi fee . SOI. This title may ba dtad aa the "Alaska Railroad Trasafer Act of 1382".

a  use isoi. fee . 002. The Confrere finds that—
0> the Alaska Railroad, which waa built by the Fsderal Government to acrre the transportation and development needs o f the Territory o f Alaska, presently is providing fre ifht and passenger aemcaa that primarily benefit residents and busi­nesses in the Stats' of Alaska;(2) many communities and individuals in Alaska are wholly o r substantially depeodsat on the Alaska Railroad for fre ifh t and passenger seme* and provision of such service is an reren- tin] governmental function;
(3) continuation of services o f the Alaska Railroad and theservices are nacereary ijectivet; however, eon- support are no longernecessary to accomplish these objectives;(4) the transfer of the Alaska Railroad and provision for ha operation by the State in the manner contemplated by thia title is made pursuant to the Federal goal and ongoing program of transferring appropriate activities to the States;(5) the State s continued operation o f the Alaska Railroad following the transfer contemplated by this title, together with such axpansion of the railroad is  may be necessary or conven­ient in the future, will constitute an appropriate public use cf the rail system and associated properties, wul provide an erecA* tial governmental service, and will promote the general welfare o f Alaska's residents and visitors; and(6) in order to give the Stete government the ability to determine ths Alaska Railroad's role in serving the State’s transportation needs in the future, Including the opportunity to •rtend rail service, and to provide a savings to the Federal Government, the Federal Government should offer to transfer the railroad to tha State, in accordance with the provisions of this title, in the same manner in which other Federal transpor­tation functions (including highways and airports) have bean transferred since Alaska became a State in 1959.

Bonxm oifi
«fi use isoz Sk . 603. Aa used in thia title, the term—(1) "Alaska Railroad" means the agency of the United States Government that is operated by the Department of Transporta­tion as a ra il carrier in Alaska under authority o f tha Act o f



*
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March 12.1914 (43 U J .C . IT3 f t  aaq.) (popularly referred to m th« “Alaska RaUrosd Act") u d  section wi) afthe Department af  Transportation Act (49 U.S.C. 16S5(i)J, or, m the contest rn u im . the railroad operated by that agency,
(2) “Alaska Railroad Revolving rued” maane thepublicenter- Ddtaio— 

prim fund maintained bv the Department of tha Treasury intowhich revenues of tha Alaska Railroad and appropriations for the Alaska Railroad are deposited, and trom which fundi art expanded for Alaska Railroad operation, and son*struction work authorised by law;(3) “ claim cf valid existing rights"' means any claim to tha rail properties of the Alaska Railroad on record in tha Department of the Interior as o f tha day before tha data of enactment of this Act;(4) “date of transfer”  means the date on which the Secretary delivers to the State the four documents referred to in asction 604(bXl) of this title;(3) “ emoloyeee”  means all permanent personnel employed by the Alaska Railroad on tha date of transfer, including the officers of the Alaska Railroad, nnlam otherwise indicated in this title;(6) “ exclusive-uae easement”  means an easement which affords to the casement holder the following:(A) the exclusive right to use, ponses, and enjoy the surface estate o f the land subject to this ease meet for transportation, communication, and transmission purposes and for support functions associated with such purposes;(B) the nght to use ao much of the subsurface estate of the lands subject to thin easement as is necessary for the transportation, communication, end transmission purpoMe and astern*ted support functions for which the surface of such lands is used;(O  subjacent and lateral support o f the lands subject to the easement; and(D) the right (in the easement holder’s discretion) to fence all or part of the Lnds subject to this casement and to affix track, fixtures, and structures to such lands and to exclude other persons from all or part ef such lands;(7) “Native Corporation”  has the same meaning is such term has under section 102(6) o f the AJsska National Interest Lands Conservation Act (16 U.S.C. 8102(6));(8) “ officers o f the Alaska Railroad”  means the employees occupying the following positions at the Alaska Railroad as of the day before the date of transfer General Manager Assistant General Manager, Assistant to the General Manager, Chief o f Administration; and Chief Counsel;(9) “ public lands" has the same meaning as such term has under section 3(e) of the Alaska Native Claims Settlement Act (43 U-S.C lM2(o));(10) “ rail properties o f the Alaska Railroad”  means all right, title, and interest of the United States to lands, buildings, facilities, machinery, equipment, supplies, records, rolling stock, trade names, accounts receivable, goodwill, and other real and
Creooal property, both tangible and intangible, in which there an interest reserved, withdrawn, appropriated, owned, admin- isUm i or otherwies held or validly claimed for the Alaska Railroad by the United States or any agency or instrumentality

£ -*2..
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thereof as o f th* date o f enactment of thia Act, bat 
any such properties disposed of. and including any such proper­ties acquired, in the ordinary ooura* of buxines after that oate but belore the date of tranafer, and alao indudinf the exclusive- 
nae easement within the Denali National Park and Praearn conveyed to the State puxvuant to this title and also the xbllowing:

(A) the unezerdsed reservation to the United States for ftiture rifhte-of-way required in all patents for land taken up, entered, or located m Alaska, as provided by the A a  of March 12,1914 (43 U .5.C 975 et aaq.);
<B) the rifh t o f the United States to exercise the power of eminent domain;(C) any moneys in the Alaska Railroad Rm>.rinf Fund 

which the Secretary demonstrates, in consultation with the State, are unobligated funds appropriated from general tax rev ecu as or are needed to satisfy obligations incurred by 
the United States in connection with the operation of the 
Alaska Railroad which would have been paid from such 
TVsd but for this title and which are not assumed by the State pursuant to this title;

(D) any personal property which the Secretary demon­strates, in consultation with the State, prior to the date of transfer under section 604 of this titls, to be necessary to 
carry out functions of the United States after the date of 
transfer; and(E) any lands or internet therein (except sc specified in 
this title) within the boundaries of the Denali National Park and Preserve;

(11) "right-of-way" means, except as used in section 609 of this 
title—(A) an area extending not leas than one hundred feet on 

both sides of the center line of any main line or branch line 
o f the Alaske Railroad; or(B) aa area extending on both ride* of the canter line of any main line or branch line of the A luka Railroad appro­
priated or retained by or for the Alarke Railroad that, as a result of military jurisdiaion over, or non-Foderal owner- ahip of, lands abutting the main line or branch line, is of a width lass than that described in subparagraph (A) of this

means the Secretary of Transportation;
(13) "State" means the State of Alaska or the State-owned 

railroad, as the context require*;(14) “ State-owned railroad" means the authority, agency, cor­poration or other entity which the State cf Alaska designate* or 
contract* with to own, operate or manage the rail properties of the Alaska Railroad or, aa the context requires, the railroad 
owned, operated, or managed by such authority, agency, corpo­
ration, or other entity; and(15) "Village Corporation" has the same meaning as such term has undar section Vj) o f th* Alaska Native Claims Settle­
ment Act (43 U.S.C. 16020)).
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8k . 604. (a) Sublet to th* provision* o f thia title, th* United «  USC iaa. But**, through th* Secretary, ahall transfer ail rail properties of th* Alaaka Railroad to th* Stata. Such transfer ahall occur aa soon * a* practicable altar th* Secretary haa made th* certifications required by ruba action (d) of thia section cad ahall b* accomplished * la  th* manner apod/lad in subaectian (b) of thia taction.(fcXi) On th* data of traaafor, th* Secretary ahall simultaneously:(A) deliver to th* State a bill o f aal* conveying title to all rail properties of th* Alaaka Railroad except any intarast in raal
^olTdeUvwr to tha Stata an interim conveyance o f th* rail proptrtiaa of th* Alaaka Railroad that a rt not oonv*y*d pursu- ant to subparapaph (A) o f thia paragraph and art not aubjoct to unresolved claima of valid nghU;(C) deliver to th* State an ezdusiv* licence granting th* State th* right to ua* all rail propertiaa o f the Alaaka Railroad not conveyed pursuant to subparagraphs (A) or (B) of thia para­graph pending conveyance* in accordance with the review and etttleraent or final adminietrativ* adjudication of claim* of valid eziating rights;CD) convey to th* State a deed granting the Stata (i) an tzclusiv*.UM easement for that portion of th* right-of-way of the Alaska Railroad within the Deneli National Park and m -  aervt extending not leaa than on* hundred feet on either side of the main or branch line tracks, and eight feet on either aide of \  th* centerline of the “ Y " track connecting the main line of therailroad to the power station at McKinley Park Station and Cii) title to railroad-related improvements within such right-of-wey.Prior to taking th* action specified in subparagraphs (A) inrough (D) of this pa re grip hr the Secretary shall consult with the Secretary of the Interior. Tn* ezclusive-ua* easement panted pursuant to sub- paragraph CD) of thia paragraph and ail rights afforded by such easement ahall be ezerciaed only for railroad purposes, and for such other transportation, transmission, or communication purposes for which lands subject to sueh easement were.utilized as of th* date of enactment of this Ad. In th* event of reversion to th* United States, pursuant to section 610 of this title, of th* State's interests in all or part of the lands subject to such easement, such easement ahall terminate with respect to th* lands subject to such reversion, and no new exclusive-us* easement with respect to such revertod lands shall be panted except by Ad of Congress.(2) The Secretary snail deliver to the State an interim conveyance oT rail properties of the Alaska Railroad described in paragraph (i XC) of this subsection that become available for cocvayanc* to th*State after the date of transfer aa a result of settlement, relinquish* m en to r final administrative adjudication pursuant to s*cvk\n 606 of this title. Where the rail properties to b* conveyed pursuant to this parapaph are surveyed at th* time they become available for conveyance to the State, th* Secretary shall deliver a patent there­for in lieu of an interim conveyance.(3) The fore* and • fleet o f an interim conveyance made pursuant to parapaph* (1XB) or (2) of this subsection shall be to convey to and vest in the State exactly the same right, title, and intarast in and to the rail properties identified therein as the State would have. received had it been iuued a patent by the United States. Th*
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Secretary o{  the Interior shall survey the land conveyed tJy an interim oooveyanoe to the SUU  pursuant to paragraphs (1XB) far (2) o f this subsection and, upon completion of the survey, the Secretary ahall issue a patent themor.(4) The license panted pursuant to parafraph (1X0 o f this eohaec- tion shall authorise the Sute to use, occupy, and directly receive all r' benefits of the r t j. properties described in the license for the oper­ation of the State-owned railroad in conformity with the Memoran­dum of Understanding referred to in section 606(bX3) of this title.The license shall be exclusive, subject only to valid leases, permits, and other instruments issued before the date o f transfer and ease­ments reserved pursuant to subsection (eX2) of this section. With respect to any parcel conveyed pursuant to this title, the licea * shall terminate upon conveyance of such parcel.(cXl) Interim conveyances and patent! issued to the Sute pursu­ant to subsection (b) of this section shall confirm, convey and vest in the Sute all reservation! to the United Sutes (whether or not expressed in a particular patent or document of title), except the unexercised reservations to the United Sutes for future rights-of- way made or reouired by the first section of the Act of March 12.1914 (43 U.S.C. 975d). The conveyance to the Sute of such reserva­tions shall not be afTected by tha repeal o f such Act under section 615 of this title.(2) In the license granted under subsection (bXIXG of this section and in all conveyances made to the Sute under this title, there shall

® be reserved to the Secretary of the InUrior, the Secretary of Defense and the Secreury o f Apiculture, as appropriate, existing easements for administration (including agency transportation and utility pur­poses) that are identified in the report required by section 605(a) of this title. The appropriate SecreUry may obtain, only after consent p f the Sute, sucn future easements as ere necessary lor administra­t io n . Existing and future easements and use of such easements shall not interfere with operations and support functions of the Suu*- owned railroad.(3) There shall be reserved to the Secretary of the InUrior the right to use and occupy, without compensation, five thousand square feet of land at Talkeetna. Alaska, as described in ARR lease num­bered 69-25-0003-5165 for National Park Service administrative activities, to long as the use or occupation does not interfere with the operation of the Sute-owned railroad. This reservation shall be effective on the dau  of transfer under this section or the expiration daU of such lease, whichever is laU r.(dXl) Prior to the daU of transfer, the SecreUry shall certify that the S u u  has agreed to operaU the railroad as a rail carrier in in trasuu  and interstate commerce.(2XA) Prior to tha dau of transfer, the SecreUry shall also certify that the SUU  has speed to assume a ll rights, liabilities, ana obligations of the Alaska Railroad on the daU of transfer, ineluding leases. permiU, licenses, contracts, agreements, claims, tariffi. accounU receivable, and accounU payable, except as otherwise pr> vided by this title.(B) Notwithstanding the provisions o f subparagraph (A) of thia paragraph, the United Sutes shall be solely responsible for—(i) all claims and causes of action against the Alaska Railroiid that accrue on or before the dcU of transfer, regardless of the daU on which legal proceeding asserting such claims were or may be filed, except that the United Sutes shall, in the case o f
•  •



nay tort daim, only be responaibls for any such claim agsinxt Ithe Unhod Sutaa that accrues before tb« date of trancfar and resulu in aa award, men prom i—. or aettlsmsnt at more than $2.500, and the United States ahall not compromise or settle any d a ia  raaultiaf in State liability without the consent of the State, which consent ahall not aa unreasonably withheld; and01) a ll claims that rand ted in a  Judgment or award afainst the Alesha Railroad before the data of transfer.(O  For purposes of subparagraph CB) of this parapaph. the term "accrue”  shall bare tha maaring contained in section 2401 of title 23, United States Coda.(3XA) Prior to the date of transfer, tha Secratary shall also certify that the Suu-bwnad rmilrosd has setAbliahed airanfemsnta pursu­ant to section 607 of this title to protact the employment intercom of employees of the Alaska Railroad during the two-year period com­mencing os tha date o f transfer. These amngemenU snail include provisions—(i) which ensure that the State-owned raQroed will adopt collective bargaining agreements in acoordsnos with the provi­sions of subparagraph (S) of this paragraph;(ii) for the retention of all employees, other than officer* of the Alaska Railroad, who elect to transfer to the State-owned railroad in their seme positions fo r the two-year period com­mencing on the dau of transfer, except in cases of reassign­ment, separation for cause, resignation, retirement, or lack of work;(iii) for the payment of compensation to transferred employees 
(other than employees provided fo r in subparagraph (£) of this paragraph), except in eaaaa of separation for cause, resigna­tion. retirsmsnt, or lack of work, for two yaara commencing on the dau of transfer at or above the base salary levels in eiTeet for such employees on the dau o f transfer, uni see the parties otherwise agree during that two-year period;(hr) for priority of reemployment at the Suu-owned railroad during the two-year period commencing on the dau of transfer for transferred employees who are seneretsd for leek of work, in accordance with subparagraph (O  o f this paragraph (except for officers of the Alaska Railroad, who ahall receive such priority for one year following the daU of transfer);(v) for credit during tha two-year period commencing on the . daU of transfer for accrued annual and sick laavt, seniority rights, and relocation and turnaround travel allowances which hevs been accrued during their period of Federal employment by transfered employees retained by the Sute-ewned railroad (except for officers of the Alaska Railroad, who shall receive such credit for ons year following the date of transfer);(vi) for payment to transferred employees retained by the Suu-owned raiiroed during the two-year period commencing on the dau of tnnrfer. including for one year officers retained or separated under subparagraph (E) o f this paragraph, of an amount equivalent to the cost-of-living allowance U  which they are entitled as Federal employees on the day before the daU of transfer, in accordance with the provisions of subparagraph CD) of this paragraph; and(vii) for health and life insurance programs for transferred employees retained by tbs State-owned railroad during the two- year period commencing on the dau o f transfer, substantially
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equivalent to the Federal health and life insurance programs available to employees oo the day before the dote of transfer (except for officers of the Alaaka Railroad, who ahall receive wch credit for one year following the date of transfer).(B) The State-owned railroad ahall adopt a ll collective bargaining agreement* which are in effect on the dau of transfer. Such agree­ments ahall continue in effect for the two-year period commencing on the date o f transfer, unless the parties agree to the contrary before the expiration of that two-year period. Such agreementa *h*n be renegotiated during the tw»year period, unless the p a rtis  agree to the contrary. Any labor-managereent negotiation impasse de­clared before the date of transfer shall be settled in accordance with5 USC 7ioi tt chapter 71 of title 5, United Sutes Code. Any impasse declared a fu r *■* the dau of transfer shall be subject to applicable S u u  law.(C) Federal service shall be included in the compuUtion o f senior­ity for transferred employees with priority for reemployment, as provided in subparagraph (AXiv) o f this paragraph.(D) Payment to transferred employees pursuant to subparagraph (AXvi) of this paragraph shall not exceed the percentage of any transferred employee’s base salary level provided by the United Sutes as a eoot-ef-living allowance on the day before the dau of transfer, unices the parties agree to the contrary.(£) Prior to the dau of transfer, the Secretary shall also certify that the Sute-owned railroad has agreed to the raUntion. for at laast one year from the daU of transfer, of the offices of the Alaska Railroad, except in cases of separation for cause, resignation, retire­ment, or lack of work, at or above their base salaries in effect on the dau of transfer, in ouch positions as the Sute-owned railroad may 
deurmine; or to the payment o f lump-sum severance pay in an amount equal te rjen  base salary for one year to officers not jreUined by thr State-owned railroad upon transfer or, for officers separated within one year on or after the dau of transfer, of a portion o f such lump-sum severance payment (diminished pro ra u  tor employment by the Sute-owned railroad within one year of the daU of transfer prior to separation).(4) Prior to tha date of transfer, the SecreUry shall also certify that the S u u  has agreed to allow represenUtives of the Secreury adequaU access to employees and records of the Alaska Railroad when needed for the performance o f functions ralaUd to the period of Federal ownership.(5) Prior to the daU of transfer, the SecreUry shall also certify that the S u u  has agTeed to compensau the United Sute* at the value, i f  any, deUrmintd pursuant to saction 605(d) of this title.

TX AN imo N f t x j o d

JUportu See. 605. (a) Within 6 monthj a fter the daU of enactment of this
A61- SecreUry and the Governor of Alaska shall jointly prepare taiistur*. and deliver t>- ‘ he Congress of the United Sutes and the legislature

45 use 12M. of the SU U  a report that describee to the exUnt possible the railproperties of the Alaska Railroad, the liabilities and obligations to be assumed by the S u u , the sum o f money, i f  any, in the Alaska Railroad Revolving Fund to be withheld from the S u u  pursuant to section 603(8XC) o f this title, and any personal property to be withheld pursuant to section 603(8XD) of this title. The report shall •eparaUiy identify by the beet available description! (1) the rail properties o f the Alaska Railroad to be transferred pursuant to
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section 604(bXl) CAX CBX sad (D) o f this thle; ®  tha rail properdte to \be subject to tho license granted pursuant to section 604(bXlXC) of ;this title; and (9) tha easements to ba reserved pursuant to aaction •04<cX2) o f this tit le  Tba Secretaries of Agriculture. Defense, sad tha InU rio r sod tha Adoiaistrstor o f the General S am oa  Adminia- trmtioo shall provide tba Secretary with all information sod assist* ados nac—ISJ7  to allow tha Saawtai7  to oooplata tha report within r  tha tima required.(bl During tha pariod ftom tha data o f aoactsaat o f this Act until tha data or transfer, tba Stata ahall have tha right to impact, analyse, photograph, photocopy and otharwisa evaluate a ll or tha rail pro partita of tha Alaska Railroad and all raoords ralatad to tha rail oropartiaa o f tha Alaaka Railroad maintained by any agency o f tha Uni tad S u t r i undar conditions aatablishad by the Secretary to protact tha confidentiality o f proprietary businaas data, paraonnal racords. and othar informs tion, tha public disclosure of which is
E jhibittd by law. During that pariod. tha Sacrrtary and tha Alaska ilroad ahall not, without tha oonsant o' tha Stata and only in eonformity with applieabla law and tha Marnorandum of Under* standing rafarrad to in aaction 606fbXS) of this title—(11 maks or incur any obligation to maka any individual capital aspanditura o f monay from tha Alaska Railroad Rrvolv* inc Fund us cxcaas of 1300,000;(2) (axcspt as raquirad by law) aaQ. txchanga, give, or othar* wise transfer any real proparty indudad in tha rail properties of tha Alaska Railroad; or(3) laas* any rail proparty o f tha Alaska Railroad for a tana in excess of fiva years.(c) P rior to transfer of tha rail propartiaa of tha Alaska Railroad to the Stata, tha Alaska Railroad's accounting practices and systems shall ba capable of reporting dau to tht IntsrsUU Commerce Commission inTormsts required of aomparable rail carriers subject to the jurisdiction of tht InU rsUU  Commerce Commission.(dXl) Within nine months after tha date of enactment of this Act, the United Sutes Railway Aasoriation (hereinafter in thia section referred to aa the "Association” ) ahall determine the fair market value o f the Alaska Railroad under tha terms and conditions of thia title, applying such procedure*, methods and standards as are gener* ally accepted r< normal and common practice. Such deUrmination ahall include an appraisal of tha raal and personal property to be transferred to tha StsU pursuant to this title. Such appraisal by tha 'Association shall ba conducted in tha usual manner in accordance with generally accepted industry standard), and shall consider tha * current fair market value and potential ftitur* value i f uaad in whole o r in part for othar purpoaas. The Association ahall taka into account a ll obligations imposed by thia title and othar applicable law upon operation and ownership of tha Suta-ownad railroad. In making such deUrmination, tha Aaaodation ahall use to the maximum extent practicable a ll relevant dau and information, including, i f  relevant, that oontained in tha report prepared pursu­ant to subsection (a) of thia section.(2) The deUrmination made pursuant to paragraph (1) o f this subsection shall not ba construed to affect, enlarge, modify, or diminish any inventory, valuation, or classification raquirad by tha InU rsUU  Commerce Cbmmiasion pursuant to subchapur V o f chap­ter 107 o f title 49, United Sutes Coda (49 U-S.C. 10781 at aaq.).
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a  USC 712. (t) Section 202(h) o f the Regional R /2  Rooryiniation Act o f 1973fa amended—
0 )  by striking “ and”  at tho tad o f paragraph Ok(2) by striking tho period at tho end o f paragraph (10) and inaerting in lieu tho roof and” ; and 

, (8) by addinf at tho end thereof tha following new paragraph:“ (11) determine tho value of the Alaaka Railroad, aa required by aaction 605 o f the Alaaka Railroad Transfer Act of 1982.".
KANOS TO BB T SA J fim iD

45 USC 1205. Sac. 606. (a) Lands among tho rail properties o f the AlaakaRailroad ahall not bo—(1) available for aoloetion under aaction 12 o f the Act of January 2, 1976, aa amended (43 U.S.C. 1611. note), subnet to tho exception contained in section 12(bX8XiXD) o f such Act, aa
p. 2548. amended by aubeection (dX5) of thia section;

(2) available for conveyance under section 1425 o f the Alaska National Interest Lands Conservation Act (Public Law 96-487;94 Su l  2515k(3) available for conveyance to Churaci: Natives, Inc , under •actions 1429 o r 1430 o f the Alaska National Interest Lands Conservation Act (Public Law 96-487; 94 Stai. 2531) or under sections 12(c) or 14(hX8> of the Alaska Native Gaims Settlements  Act (43 U.S.C. 1611(c) and 16l3(hX8), respectively); or
•  (4) available under any law or re f la t io n  for entry, location,or for exchange by the United States, or for tha initiation of a M l

claim or selection by any party other than the State or other transferee under thia title, except that this paragraph ahall not prevent a conveyance pursuant to section 12(bX8XiXD) of the Act • of January 2, 1976 (43 U.S.C. 1611, note), as amended by subsec­tion (dX5) of thia section.(bXIXA) During the ten months following the date of enactment of this Act, so fs r as practicable consistent with the priority of prepar­ing the report required pursuant to Mction 605(a) of this title, the Secretary of the Interior, Village Corporations with claims of valid existing rights, and the State shall revitw and make a good faith effort to settle as many o f the claims as possible. Any agreement to settle auch claims shall take effect and bind the United States, the Stete, and the Village Corporation only as of the date of transfer of the railroad.(B) At the conclusion o f the review and settlement process pro­vided in subperagraph (A) of this paragraph, the Secretary of the Interior shall prepare a report identifying lands to he conveyed in accordance with settlement agreements under this title or applica­ble lew. Such settlement shall not give rise to a presumption as to whether a parcel o f land subject to such agreement is or is not public land.(2) The Secretary o f the Interior shall have the continuing juris­diction and duty to adjudicate unresolved claims o f valid existing rights pursuant to applicable law and this title. The Secretary of the Interior ahall complete the final administrative adjudication required under this subsection not later than three years after the date of enactment o f this Act, and ahall complete the survey Of all lands to be conveyed under this title not later than five years after the date of enietment of thia Act, and after consulting with the Governor of the State of Alaska to determine priority of survey with
$  ®
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regard to other lands being proceseed for patent to th* Suto. Use 8ocrctorr o f tho Interior snail giro priority to tho atVillage Corporation claims as raquirad is this sectioaTupon ootnple- tion of tho review and settlement prooaas raquirad by paragraph (1XA) at Hum subsection, with respect to loads sot subject to os agreement uador sush paragraph, tho Ssawtary of tho Istorior shall adjudicate which loads subject to claims ef valid *«i«*ing rights filed by Villog* Corporations, i f  say, a rt public loads sad sholl complete such final admiaiutrative adjudication within two yaars after tho dote of enactment at this Aat(3) Pending settlement or final administrative adjudication of claims of valid existing righto filed by Village Corporations prior to the dau of transfer or while subject to the license granted to the S u u  pursuant to taction 604<bXlXO at this title, lands subject to such claims ahall be managed in accordance with the Memorandum of Understanding among the Federal Railroad Administration, the 8 u u , Edutna, Incorporated, Cook Inlet Region, Incorporated (as that Urm is used in section 12 o f the Act at January 2 , 1S76 (Public Law 94-204; 89 Scat. 1150)), and Toghotthele Corporation, executed by authorized officers or rvpresenUtivee o f each o f these entities. DuplicaU originals o f the Memorandum of Understanding shall be maintained and made available for public inspection and copying in the Office of the Secretary, at Washington, District of Columbia, and in the. Office o f the Governor at the Stata at Alaska, at Juneau,
(4) The following procedures and requirements are established to promote finality of administrative adjudication of claims of valid existing righu filed br Village Corporations, to clarify and simplify the title status of lands sub j art to such claims, and to avoid potential impairment o f railroad operations resulting from joint or divided ownership in substantial sagmenU o f right-of-way:(AXi) Prior to final administrative adjudication of Village Corporation claims at valid existing righu in land subject to the license granted under section 604(bXlXO'of this title, the Secre­tary of the InU rior msv, notwithstanding any other provision of law, toup t relinquishment o f so much of ouch claims as involved lands within the right-of-way through execution of an agreement with tha appropriaU Village Corporation effective o.i or after the daU of transfer. Upon such relinquishment, the inUrest of the United Sutes in the right-of-way shall be con­veyed to the SUU  pursuant to section 604(bXlXB) or (2) of this title.(ii) With respect to a claim described in clause (U o f this subparagraph that is not settled or relinquished .prior to final administrative adjudication, the Congrue finds that exclusive control over the right-of-way by the Alaska Railroad has been and continues to be necessary to afford sufficient protection for safe and economic operation at the railroad. Upon failure of tha interested Village Corporation to relinquish so much at its claims as involve lands within the right-of-way prior to final adjudication of valid existing rights, the Secretary shall convey to the S uu  pursuant to section 604(bXlXB) or (2) of this title au
S ;ht, title and inUrast o f the United Sutes in and to tho right­

way free and dear of such Village Corporation’s claim to and 
inUrest in lands within such right-of-way.(B) Where lands within the right-of-way, or any intareart in such lands, have been conveyed from Federal ownership prior to

e - / o



^  the dal* of enactment of this Act, or is subject to a claim i f  validsatiating right* bv a party othar than a Village Corporation, tha oonveyanoe to tha Slate of tha Federal interest in such prop- artiaa punuant to aaction 604(bXlXB) or (2) of thia titla shall grant not laaa than an azcluaiva-uaa aaaamant in auch proper- ties. Tha foregoing requirement* ahall not ba oonatruad to permit tha oonvayanoa to tha Su ta  of laaa than tha entire Fadarai internet in tha rail propartiaa of tha Alaaka Railroad raquirad to ba eonvayad by aaction 604(b) of this titla. If aa action ie ooounancad afxinjt tha Stata or tha United States contesting tha validity or axiatance of a naarvation of right-of- way for the uaa or benefit of tha Alaaka Railroad made prior to the data of enactment of thia Act, tha Secretary of tha Interior, through tha Attorney General, ahall appear in and defend such action.(cXl) Tha final administrative adjudication pum ant to aubaaction(b) of thia aaction ahall ba final agency action and aubjact to judicial review only by an action brought in the United Stateo District Court for t ie  District of Alaaka. Review of agency action punuant to thia titla shall ba erpedited to tha same extant aa tha expedited review provided by aaction 1108 of tha Alaaka National Interest lam da Conservation Act (16 U.S.G 8168).(2) No administrative or judicial action undar this title ahall enjoin or othcrwias delay the tranafar of tha Alaska Railroad punu­ant to thia titla, or substantially impair or impede tha operations of the Alaska Railroad or the State-owned railroad. 
r  (3) Before the data of tranafar, tha Stata shall have standing to«  participate in say administrative determination or judicial reviewpunuant to thia title. If transfer to the Stata does not occur punu- vS?

ant to aaction 604 of this title, the Su ta ahall not thereafter have standing to participate in any such determination or review.
• (dXl) Section 12dsX7Xi) of tha Act of January 2,1976 (Public Law 43 USC 1611 94-204) is amended—®°'-* (A) by striking "aubaaction 12(bX6)” and inserting in lieuthereof "section 12(b) (5) and (6)” ;(B) by striking “ 12fbX7Xiil” and inserting in lieu thareof "12<bX7Xiv)";(O  by striking "crediting" and inserting in lieu thereof "using";(D) by striking "this subsection 12fbX<XiXb)" and inserting in lieu thereof "these subsections 12(bX7) (iXb) or (ii)”;(E) by striking “S u u "  in the last senUnce and inaarting in lieu thereof "stau"; and(7) by striking the penultimate sentence.(2) Section 12(bX7) of such Act is amended—(A) by redesignating subsections (ii) through (iv) aa subsec­tions (iv) through (vi), respectively; and(B) bv inaarting immediately after subsection (i) the following:"(ii) Subject to the exceptions oUted Li section 12(bX9), and not­withstanding the foregoing subsection 12(bX7Xi) and any provision of any other Law or any implementing regulation inconsistent with this subsection, until the obligations of the Secretary and the Adminia- trator of Central Services under section 12(b) (5) and (6) are otherwise fulfilled:"(A) concurrently with the commencement of screening of any excess real property, wherever located, for utilization bv Federal agendas, tha Administrator of General Sarvices shall

•  ®
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c notify tha Ragicm that roch proparty may ba available far conveyance to tha Ragion noon negotiated sale. Within fiftaan •days of tho data of raoaipt o f auch notice, tha Ration may advise tha Administrator that there ia a tentative need for tha crop- arty to fulfill tha obligations established undar aaction 12(d) (5) «* uac nil ana (6). If tha Administrator determines the property should ba **"■ dispoajd of by tranafar to tha Ration, tha Aozaimstrator or * othar appropriate FoderaJ official ahall promptly transfer suchproparty; .*lB) no disposition or oonvayanoa of property undar this subsection to tha Ration ahall ba made until tha Administrator, after notioa to affeAad Stata cad local governments, has pro­vided to tham auch opportunity to obtain tba property aa ia recognized ia titla 40, United Statoa Coda and tha regulations thsreunder for tha disposition or oonvayanoa of surplus proparty; and“(O  aa uasd ia thia subaaetion, *ratl pro party' means any land “iu*l or intarssts in land own ad or bald by tha Umtad States er any w°pwty "Fadarai agency, any improvements on such land or righu to thair usa or exploitation, and any personal property related tothe land.“fiiil If the Ration accepts any oonvayanoa undar aaction 12fbX7)Q) or (ii), it shall ba in exchange for acres or acra aguivalanta aa provided in aubparagraph I(CX2Xa) of tha document referred to inthia aaction, axcapt that, aftar tha obligation of tha Saeratary and M k•  tha Administrator undar subparagraph I(CX2Xg) of that document wwhas bean fulfilled, tha sera-equivalents undar aubparagraph V. RCX2XeXiiiXA) shall ba coa-haif tha valuad inertmant thereinstated. The entitlement of tha Region undar aaction 12(b) of this Act shall ba reduced by tha number of seras or acre-equivaltnu attrib­uted to tha Region under thia subsection. Tha Secretary and the Administrator*™ directed to execute an agreement with the Region which ahall conform substantially to the 'Memorandum of Under­standing Regarding the Implementation of Section 12(bX7)‘, dated September 10. 1982, and submitted to tha Senate Committee on Commerce, Science, and Transportation. Tha Secretary, the Admin­istrator and tha Region may thereafter otherwise agree to proce­dures to implement responsibilities under this section lZ(bX7), including establishment of accounting procedures and the delega­tion or reassignment of duties under this statute.".(3) Section 12(bX7Xiv) of such Act, as so redesignated by paragrsph ' USC m i(2) of this subsection, is amended— ***(A) by striking "surplus" the flnt place it appears therein;(B) by inserting immediately before the period at the end of tha wrst sentence tha following "or paying for tha conveyance of property punuant to subsections (i) or (ii)(C) by inserting immediately after "account shall be" tha following: "the sum of (1)";(T» by striking “ltCX2X«f and inaarting in lieu thereof *KCX2XeXiiiXAA(E) by striking "the effective data of thia subsection", and inserting in lieu thereof "Decamber 2,1980";(F) by striking "and shall be adjusted" And inserting in lieu thereof "and (2) one-half the acre or acre-equivalent exchange value under subparagraph I(CX2XeXiiiXA) of ten townships fewer than the unfulfilled entitlement of the Region on the same data to acres or acre-equivalents undar paragraph I(CXl)
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of the document r*f«rrud to ia tlds HCtioo. IT * balance of th* property account ahall be adjusted in accordance with m!~—  ttou 12fbX7Xiiir; and 
IQ) by atrOdnc "eubeaetion lJfcXCT and inserting ba lku  tlvireofaaction 12Tb) (5) and (6 Y*.

(4) Section 12(bX7Xv) of such Act, aa to redesignated by paragraph ®  of thia subsection, ia amendad by striking subaecuon (ii) and inserting in liau tha roof “atibaection (hr/’.(5) Saction 12CbX8) of auch Act ia amendad to r^id aa followr“ 12fbX8). Subject to tha axceptioni vtatad in a*cti<.12fbX9), andeotwithstanding any provisions of law or implamenung regulation laconaiatant with thia section:
“U) The deadline* in subparagraphs KCX2) (a) and (f) of the document rtferrtd to in thia aaction ahall b* extended until the Seeretary’a obligation* under aaction 12(b) (5) and (6) are ful­filled: Provided,That:“(A) the obligation of th* Secretary under aubparagraph KCX2Xa) of auch document ahall terminate on auch date, aftar July 15, 1984, that tha Secretary has fulfilled hie obligation under aubparagraph KCX2X;) of that document: 
Provided. That the obligation of th* Secretary under sub- paragraph l(CX2Xg) of auch document ahall be fulfilled at auch data, aftar July 15,1984, that the aum of the acre* or acre-equivalenta identified for and placed in the pool and th* acre* or acre-equivalent! used by the Region in purchas­
ing property under aaction 12fbX7l equal* or txceada 138,240 acres or acre equivalents;“(B) the authority of the Secretary under subparagraphs I(CX2Xb) and I(CX2XgXii) of auch document to contribute to the pool created under aubparagraph I(CX2Xa) of auch docu­ment ahall tarminate (a) on July 15, 1984, if, by that date, the Secreury has fulfilled his obligation under subpara- graph I(CX2) (g), or (b) if not, on such daU after July 15, 1984 as such obligation is ftilfUled, or (c) if such obligation remains unfulfilled, on July 15.1987;“(C) the concurrence by the Sute aa described in subpara­graphs I(CX2XaXvi) and l(CX2Xc) of the document referred to In this section shall be deemed not required after the Secretary has fulfilled his obligation under aubparagraph I(CX2Xg) of that document, but in no avent after July 15, 1987. In lieu of such concurrence, after 1984 as to military property, and after the Secretary has fulfilled his obligation under subparagraph I(CX2Xg) or that document or July 15, 1987, whichever is earlier, aa to any other property, except property of the Alaska Railroad which ia governed by sub­section 12(bX6XiXB) of thia Act, the SecreUry shall not place any lands in the k !action pool referred to in subpara­graphs I(CX2) (a) and (g) of th* document referred to in thia section without the pnor written concurrence of the SUU . Such concurrence shall be deemed obuined unless th* SU U  advises th* SecreUry within ninety days of receipt of a formal notice from the Secretary that he is considering placing property In the selection pool, that the SUU , or a municipality of the SU U  which include* all or pert ef the property in question, requires tha property for a public purpose of the SU U  or municipality; and
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“CD) notwithstanding section 606(aX2) at tha Alaska Rail- •road Transfer Act at 1982, tha Secretary may include prop* ***• a- s u . arty at the Alaska Railroad in the pool at lands to be mad* available for selection to the extant that be ia authori*-d to do so under a proviaioa at section 12(b) at this Act if th*State consents to its inclusion, which consent ia not subjectto any limitation under subsection 12fbX8XiXO herein: Pro- 4**  % xmi.

video. That, while th* Alaska Railroad is th* property ofth* United States, the Secretary shall obtain th* consent ofthe Secretary of Transportation prior to including suchproperty: A n d  provided further. That, if the transfer of theAlaska Railroad to the Sute dose not occur pursuant to theterms of th* Alaska Railroad Transfer Act of 1982 or any Anu. y ismamendments thereto, the SUU's consent ahall be deemedobtained unless the S u u  advisee th* Secretary in writing,within ninety days of receipt of a formal notice from theSecretary that be ia oonsidering placing such property inthe selection pool, that th* S u u , or a municipality oi theS u u  which include* all or part of the property in question,• requires the property for a public purpose of the State or the municipality.“(ii) In addition to th* review inquired to identify public lands under section 3(e) of the Alaska Native Gaims Settlement Act (43 U-S.G 1602(e)), th* Secretary shall identify for inclusion in the pool all public lands (aa such term is used under section 3(e) of the Alaska Native Claims Settlement Act (43 U S C  1602;*}), as described in Mibparagraph KCX2XaXv) of tht document referred to in this section, and shall, ia so doing, review all Federal installations within the boundaries of the Cook Inlet Region whether within or without the areas withdrawn punu­ant to aiction 11 of the Alaska Native Gaims Settlement Act (43 U.S.C. J6F0) or by the Secretary acting under authority con­tained in that section: Provided. That no such additional review under such subparagraph shall be required of military installa­tions or of such othar installations as may be mutually excluded from review by the Region and the Secretary: A n d  provided 
further, That the Secretary shall not review any property of the Alaska Railroad unless such property becomes available for selection pursuant to subsection 12(bX8xiXD).M(iii) Th* concurrence required of the State aa to the inclusion • of any property in the pool under subparagraph l(CX2Xb) of the document referred to in this section shall be deemed obtained unless the State advisee th* Secretary in writing, within ninety days of receipt of a formal notice from th* Secretary that the Secretary ia considering placing property in the selection pool, that the State, or a municipality of the Suta which includes all or part of the property in question requires th* property for a public purpose of the Sute or the munidpaiirir.“(iv) The deadlines in subparagraph KCXlXo) of th* document referred to in this section shall be extended for an additional twenty-four moo ihs beyond the data* established in the Act of July 17.1980 (Public Law 96-311; 94 SUL 947X “(v) On or before January 15, X985, th* Secretary ahall report u to th# Congress with respect to: c«arw* .“(A) u ch  studies and inquiries as ahall have been initi­ated by the Secretary and the Administrator of General Services, or have been prepared by other bolding agendas.
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to deUnaine what lands, except for lands 'by the 
A J* ib  Railroad or the Sute-owned railroad, within the boundarias of the Cook Inlet Region or elsewhere can be Bade available to the Region, to the astaat of ite entitlement;

“(B) the feasibility and appropriate nature of reimbune- 
*• sen t of the Region for ita unfulfilled entitlement as valuedla subsection 12(bX7Xiv) of thia Act;“(C) the extent to which implementation of the mecha­nisms established in section l&bX7) promise to meet such anftilfilled entitlement;

“CD) such other remedial legislation or administrative action as may be needed; and 
“CE) tha need to terminate any mechanism established by 

law through which the entitlement of the Region may be completed.".
41 use m i (6) Section 12(b) of such Act is amended by adding at the end •0U- thereof the following:

“ 12(b)(9). No disposition or conveyance of property located within 
A m m. a  xsu the Su te to the Region under section 12fbX6). 12(b)(7) and 12fbX8). as

amended, ahall be made if the property is subject to an expreea waiver of rights under the provisions of subparagraph I(CX2Xf) of the document referred to in this aaction, or if such disposition or conveyance violates valid rights, including valid selections or valid 
authorized agreements, of Native Corporations (aa auch term is used s' in section 102(6) of the Alasks National Interest Lands Conservation ^

•  Act (16 U.S.C. 8102(6)) or the S u u  existing .at the time of such48 USC bou disposition or conveyance under section 6 of Public Law 85-508. as ^
amended (excepting section 906(e) of the Alaska National InUreat 43 use 1835. ^ Lands Conservation Act), sections 12(a), 12(b), 16(b) or 22(f) of the 

43 use 1511. Alaska Native Gaims Settlement Act, aaction 12(h) of the Act of
January 2,1976 (Public Law 94-204; 8 9 S u t  1154), or sections 1416,43USC 15U 1418 through 1425 (inclusive), 1427 through 1434 (inclusive), or 1436

»4 Sut. 2499, of the Alaska National InUrest Lands Conservation Act: Provided,*5°i-2515. however, That nothing within thia subsection 12(bX9) shall diminish251S-2544.2546. jygj, ^  priorities as the Region has under section 12(b) of 
43JJSC 1611 the Act of January 2, 1976 (Public Law 94-204; 89 S u t  1151), as

amended by section 4 of the Act of October 4. 1976 (Public Law 94-456; 90 S u t  1935), section 3 of the Act of November 15, 1977 (Public Law 95-178; 91 Su t. 1369), section 2 of the Act of August 14,1979 (Publie Law 96-55; 93 Su t. 386), the Act o ; July 17, 1980 (Public Law 95-311; 94 S u t  947), iind section 1435 of the Alaska National 
InUrest Lands Conservation Act “12(bX10). For the purpoie of Its incorporation into this aaction, paragraph I(CXl) of the document referred to in this aaction is amended os follows: (1) by striking ‘withdrawn* and inserting in lieu thereof ‘withdrawn or formerly withdrawn’; (2) by striking ~17(dXl/ and inaarting in lieu thereof *17(dXl) and (2)’; and (3) by striking the last senUnoe of subparagraph I(CXlXa) and insert inf in lieu thereof the following: ‘Cook Inlet Region, Incorporated shall not nominaU any lands within the boundaries of any conservation system unit, national conservation area, national recreation area, national forest, defense withdrawal, or any lands that were made available to the SU U  for selection pursuant to sections 2 and 5 of tha S u u -  
Federal Agreement of SepUmber 1,1972.’.
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•12<bXm Notwithstanding th# provisions of nctioo 906 of tho Alaska National Intarast Laada Conservation Act u d  section 6Ci> odT u  USC ins.tho Alaaka Statehood Act (72 StaL 339): m  U8C mu**U) Tho Stata ia hereby authorized to convay to tho Uni tad ww- «•flutes far reconveyance to tho Region, and tho Secretary »  diroctod to aooopt and ao raconvsy, lands tentatively approrod for patost or pataotad to tho Stato, if tho S u u  and tho Ration on tor into an agreement that ouch lands shall bo rsconveyed to tho Ration to ml/ill all or part of its entitlement under para­graph KCXl) at tho document referred to in this section: Pro- 
vidtd. That the acroaga of lands oonreyed to tho United States under this provision shall be added to tho S u i t ’s unfulfilled entitlement punuant to section 6 of tho Alaska Suuhood Act, and tho number of townships to bo nominated, pooled, struck, selected and convoyed pursuant to paragraph KCXl) of tho document referred to in thia ooctioa shall be reduced accordingly.. “(ii) The Secretary ia directed to convey to the Region lands selected by the SU U  prior to July 18, 1973 or pursuant to sections 2 and 5 of the Sute-Federal Agreement of Sepumber 1.1972, if the StaU relinquishes such selections and enters into as agreement with the Rewien that such lands shall be rsconveyed to the Region to Ail/ill all or part of its entitlement under paragraph KCXl) of the document referred to in this section, and the number of townships to be nominated, pooled struck, selected and conveyed pursuant to paragraph KCXl) of the document referred to ia thia section shall be reduced accordingly.“(iii) The Seerstanr, ia the Secretary's discretion, ie author­ized to enter into an agreement with the State and the Region to implement the authority contained in thia section lZTbX 11), which agreement may provide for conveyances directly from the State to the Region. Conveyances directly conveyed shall be deemed conveyances from the Secretary punuant. to the Alaaka Native Gaims Settlement Act (43 U 3 .G  1601 et aaq.).”.(e) The State ahaU be liable to a party receiving a conveyance of a  usc 1205. land among the rail properties of the Alaska Railroad subject to the license granted punuant to section 604(bXlXQ of this title for damage resulting from use by the Stata of the land undar such license in a manner not authorized by such license.

EM PLOWS or THE A U 1U  tATtMUB
See. 607. (aXl) Any employees who elect to transfer to the State* 44 USC i»6. owned railroad and who on the day before the data of transfer art subject to the civil service retirement law (subchaptar II! of chapter 83 of title 5, United States Code) shall, so Ions as continually 8 use M l. employed by the State-owned railroad without s break in ssrvics. continue; to be subject to such law, except that tha State-owned railroad shall have the option of providing benefits in accordance with the provisions of paragraph (2) of thia subsection. Employment by the State-owned rail roe a without a break in continuity of service snail be considered to be employment by the United States Govern­ment for purposes of subehapter III of chaptar 83 of title 5, United States Code. The State-owned railroad shall be the employing agency for purposes of section 8334(e) of title 5, United States Code, and shall contribute to the-Civil Service Retirement and Disability m

£"/(r
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Fuad a hub aa provided by auch aaction, azoapt that auch sum ba da tannin ad by applying to tha total bazic pay (as defined in aaction 6331(3) of title S, Uni tad S la tea Coda) paid to tha e m p lo y  af tha State-owned railroad who ara oovarad by tha dril H r r i e rstiremant law, tha par oantum rate determined annually by the Director of tha Office of Paraonnal Management to ba tha exoaca of *■ tha total normal ooat par centum rata of tha a ril aarvice retirementayatam over tha employee deduction rata specified in Motion 8334(a)* of titla 5, United States Coda. Tha State-owned railroad ahall pay into tha Fadarai Civil Service Ratiramant and Disability Fund that portion of tha cost of administration of such Fund which is demon­strated by tha Director of tha Office of Paraonnal Management to be attributanla to ita amployaaa.(2) At any tuna during tha tw»yaar period commencing on tha data of transfer, tha State-owned railroad shall have tha option of providing to transferred employees retirement benefits, reflecting prior Federal service, in or substantially equivalent tc benefits under the retirement program maintained by the State for State amployaaa. If the State decide* to provide benefits under this para­graph, the State shall provide such benefits to all transferred em­ployees, azoapt those employees who will meat the age and service requirements for retirement under section 8336(a), (b), (c) or (f) of title 5, United Statea Code, within five yean after the date of transfer and who elect to re mi in participants in tha Fadarai m ire-
, aaent program.(3) If tha State provides benefits undar paragraph (2) of thissubsection— £ &

(A) tha provisions of paragraph 0 )  of this subasction regard- tng payments into the Civil Service Retirement and Disability Fund for those employees who are transferred to tha State program ahall have no further force and effect (other than for employees who will meet the age and sarvica requirements for retirement under section 8336(a), (b), (c) or (f) of title S, United States Code, within five years after the date of transfer and who elect to remain participants in tha Fadarai ratiramant pro­gram); and(B) all of the accrued employee and amployer contributions and accrued interest on such contributions made by and on behalf of tha transferred employees during their prior Federal service (other than amounts for employees who will meat the age and servica requirements for retirement under section 8336 (a), (b), (c) or (f) of title 5, United Statea Cods, within five years after tha date of transfer and who elect to remain partici­pants in tha Fadarai retirement program) shall be withdrawn from tha Fadarai Civil Servica Retirement and Disability Fund and shall ba paid into tha retirement fund utilized by the State- owned railroad for tha transferred employees, in sccordance with tha provisions of paragraph (2) of this subsection. Upon such payment, credit for prior Federal servica undar tha Fed­eral civil service ratiramant system shall ba forever barred, notwithstanding tha provisions of section 8334 of titla 6, United States Coda.(b) Employees of tha Alaska Railroad who do not tranafar. to the State-owned railroad shall ba entitled to all of tha rights and benefits available to thsm under Federal , law for discontinued amployaaa.

6  •
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(c) Trannferred ctnployeoe whoa* employment with th* S u u - owned railroad ii UrminaUd durin* tha tw>yaar pariod commenc- fa* on tha data of transfer ahall ba entitled to all of tha rifLu and bant/lta of diaeoatiauad aa  ploy m s that auch amployaaa would hart had undar Fadarai law if their Urminadon had occurred Inunedi- auly baforo tha data of tha tnL&afar, except that financial compensa-
* tioo paid to officer* of tha Alaaka Railroad ahall bo limited to thatcompensation provided punuant to aaction 604(dX3XE) of thia title.Such amployaaa ahall alio ba aatitlad to eeniority and other benefits accrued under Fadarai law while they ware employed by tha Sute- owned railroad oo tha aaaa basis as if auch employment bad been Federal service.(d) Any em ployee who trmnsfen to tha State-own ad railroad undar thia titla ahall not bo entitled to lump-sum payment for unused annual leave under aaction 5551 of title 5, United Sutaa Code, but ahall ba credited by tha State with tha unused annual leave balance at tha time of tranafar.

fTATS OPttATSOM
S ic  608. (aXl) Aftar tha data of transfer to tha Stata pursuant to a  use 1207. section 604 of thia title, tha Sute-owned railroad shall ba a m l  carrier en(a*ed in in tomato and forei*n commerce subject to the jurisdiction of the Interstate Commerce Coramiaaion under chapter 105 of subtitle IV of title 49, United Sutaa Coda, and all othar Acts applicable to rail carriers subject to that chapter, indudin* the C antitrust laws of tha United sutaa, exiept, so Ion* as it ia an^  instrumentality of tha S u u  of Alaska, tha Railroad Retirement Actof 1974 (45 U.S.C. 231 ot soq.), the Railroad Retirement Tax Act (25 U S  C. 3201 at soq.), Railway Labor Act (45 US.C. 151 ot aaq.), the Act of April 2 2 ,19w (45 U S .C  51 at aaq.) (popularly referred to as tha "Fadfrml Employers' Liability Act"), and tha Railroad Unem­ployment Insurance Act (45 U S C . 351 et aaq.). Nothin* in this titlashail preclude the Suto from explicitly invokin* by law any exemp­tion from the antitrust laws as may otherwise be available.(2) The transfer to the S u u  authorized by section 604 of this title and the conferral of jurisdiction to the In tarsuu Commerce Com­mission pursuant to para*raph (1) of this subsection are inUnded to confer upon tha Sute-owned railroad all bus inn* opportunities available to comparable railroads, indudinr contract raU **ree- ments meetin* the requirements of section 10713 of title 49, United Sutaa Coda, notwithstandin* any participation ia such agreements by connectin* water carrier*.(3) All memoranda which sanction noncompliance with Federal railroad safety reflations contained in 49 GFR Parts 209-236, and which ara is effect oo the dau of transfer, shall continue in effect accordin* to their Urms as "waiver* of compliance" (as that Urm is used in section 202(c) of tha Federal Railroad Safety Act of 1970 (45 U.S.C. 431(c))).(4) Tha operation of trains by tha Suta-owned railroad shad not ba subject to tha requirement of any SU U  or local law which specifies the minimum number of craw members which must be employed in connection with tha operation of such trains.(5) Revenues *anermted by the Suta-ownad railroad shall be retained and mana*ed by the Sute-owned railroad for railroad and related purpose*.(6XA) Aftar tha daU of transfer, continued operation of the Alaaka Railroad by a public corporation, authority or other a*eacy of tha
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But* shall be deemed to be an exercis* of an essential fOTernatBtal ftiaction. and revsnu# derivsd from auch operation ■h*il bs-dsemed to accrue to tha Suta for the purpeees of aaction 115UX1) of the Internal Revenue Code of 1954 (26 U SC . 115(aXl)). Ob I initio as iaruad by such entity shall also be deemed obligations of the Sute for the purpoaas of aaction 103(aXl) of the Interaal Revenue Code of 1954 (2o U S C . 103<aXl)). but not obligations within the meaning of ** section 103(bX2) of tht Internal Revenue Code of 1954 (26 U SC .203fbX2)).CB) Nothing in this title shall be deemed or construed to affect customary tax treatment of privau investment in the equipment or other aaseta that are used or owned by the Sute-owned railroad.(b) As soon as practicable after the dau of enactment of thia Aa. the In un u te  Commerce Commission shall promulgate an expe­dited. modified procedure for providing on the daU of transfer a certificate of public convenience and necaasity to the Sute-owned railroad. No inventory, valuation, or classification of property owned or used by the Sute-ownsd railroad pursuant to suochapter V of charter 107 of title 49, United Sutee Code (49 U.S.C. 10781 et eeq.) ahall be required during the two-year period after the dau of transfer. The provisions of the National Environmental Policy A a  of 1969 (42 U S C . 4321 et seq.) and section 882(b) of the Energy Policy and Conaarvation A a  (42 U S C . 6362(b)) shall not apply to •etions of the Commission under this subsection.(c) The Sute-owned railroad shall be eligible to partiripste in all Federal railroad assistance programs on s basis equal to that of
j m Z  ocher rail carriers subjea to the jurisdiction of the Intersuu Com-mere*- Commission under chapter 105 of subtitle IV of title 49, « |9United States Code.(d) After the date of transfer to the Sute pursuant to section 604 of this title, the portion of the rail properties within the boundaries of the Chusach National Forest ana the ezdusive-use easement within the ooundariea of the Denali National Park and Preserve ■hall be subjea to laws and regulstions for the proteaion of forest and park values. The right to fence the exelusive-use easement within Denali National rark and Preserve shall be subjea to the concurrence of the Secretary of the Interior. The Secretary of the InUrior, or the SecreUry or Agriculture where sppropriau, shall not a a  pursuant to this subeertion without consulting with the Governor of the SU U  of Alaska or in such s manner as to unreason­ably interfere with continued or expanded operations and support ftinetioni authorized under this title.

rUTUM UCHTS-Or-WAY
45 usc 1208. S k . 609. (a) After the date of enactment of this Act, the Sute or Sute-owned railroad may request the Secretary of the InUrior or the Secretary of Agriculture, ae appropriate under law, to expedi­tiously approve at. application for a right of-way in order that the Alaska Railroad or Sute-owned railroad m^y have access across Federal lands for transportation and related purposes. The Sute or Sute-owned railroad may also apply for a Itase, permit, or convey­ance of any necessary or convenient terminal and sUtion grounds and material sitae in the vicinity of the right-of-way for wnich an application has been submitted.(b) Before approving a right-of-way application described in sub­section (a ) of this section, the Secretary of the InUrior or the

©  •
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Sacretery at Agriculture; m  appropriate, ahall consult with tha Secretary. Approval of aa applicaboa tor a right-of.way, permit, lease, or conveyance described ia subaactioa (a) at this section ba pursuant to applicable law. Righteof-wmy, grounds, aad sites granted pursuant to thia aactioa aad othar applicabla lav ahall conform, to tha extant poanbla. to tha standards provided ia tha Act of March 12, 1914 (4S UB.C. 975 at saq.) aad aactioa 603(6) at this titla. Such conformance ahall aot ba affected by tha repeal of Act undar aaction €15 at thia titla.(el Reversion to tha Uaited Statea at any portion at any right-of* way or txclusirauaa eaaamaat granted to tha State or Stetecwnsd railroad ahall occur only aa proridad in aaction 610 of this titla. For purpoaas of such section, tha date of tha approval of any such right* of-way shall ba deemed tha Mdate of transfer".
asnaaoM

Sac. €10. (a) If, within ten years rftar the datf: of tranafar to tha Suta authorixad by aKtion 604 of t) is titla, tha Secretary finds that all or pait of tha raal proparty t r  nsferrad to th* State undar this titla, except that portion < it raai proparty which lias within tha boundaries of tba Dsnali National Park and Preserve, is eonvertod to a use that would prevent tha State-owned railroad from continuing to operate, that real property (including permanent improvements to tha property) ahall revan to tha United States Government, or (at tha option of tha State) tha State ahall pay to tha United Statea Government an amount determined to be tha fair market value of that property at tha time its oonvanion prevents continued operation of the railroad.(b) If, after tha date at transfer pursuant to aaction 604 of this titla. tha State discontinues use of any land within tha right-of-way, tha State’s interact in such land shall raven to.the United States. Tha State shall ba considered to have discontinued use within the meaning of this subsection and subsection (d) of this section whan:(1) tha Governor of tha State of Alaska dtlivtre to tha Sacra* tery of tha Interior a notice of such discontinuance, including a legal description of tha propeny subject to tha notice, and a quitclaim dead thereto; or(2) tha State hr~ mad# no use of tha land for a continuous pariod of eighteen years for transportation, communication, or* transmission purposes. Notice of such discontinuance shall promptly ba published in tha Federal Register by tha Secretary, the Secretary of tha Interior, or tha Sacratary of Agriculture, and reversion ahall ba effected one year after such notice, unless within such ona*yaar pariod tha State brinp aa appropriate action in tha United States District Court for tha District of Alaska to artablish that tha use has been continuing without an aightean-year tapes. Any such action shall have tha affect of staying reversion until exhaustion of appellate review from tha final judgment in that action or termination of tha right to sack such review, whichever first occurs.(c) Upon such reversion pursuant to subsection (b) of this aactioa, the Sacratary of tha Interior shall immediately convey tty patent to abutting landowners all right, titla and interest of tha United Sutaa. whare land abutting tha rtverted right*of*way ia owned by different parsons or entities, tha conveyance made pursuant to this

P U B L I C  L A W  97-468— JAN. 14, 1983 i



^  fmbeection shall extend the property of each shutting ovratt to the cenUrline of the right-of-way.(d) If use is discontinued (as thst term is used in subsection (b) of this section) of all or part of those properties of the Alaska Railroad (transferred to the State pursuant to this title which lie within the boundaries of the Denali National Park and Preserve or the Chu- /  i;aeh National Forest, auch properties or part thereof (includingpermanent improvements to the property) shall revert to the United ' States and shall not be subject to subsection (c) of thia iiection. Upon such reversion, jurisdiction over that property shall be transferred to the Secretary of the Interior or tha Secretary of Agriculture, as appropriate, for administration as part of the Denali National Park and Preserve or the Chugaeh National Forest.
(•) Except as provided m subsections (a) through (d) of this section, if, within nve yean after the date of transfer to the Sute pursuant to section 604 of this title, the State sells or transfers all or substan­tially all of the State-owned railroad to an entity other than an instrumentality of the Sute, the proceeds from the sale or transfer that exceed the coet of any rehabilitation and improvement made by the State for the Sute-owned railroad and any net. Liabilities incurred bv the Su te for the Sute-owned railroad shall be paid into the genera] fund of tht Treasury of tha United Sutce.(f) The Attorney General, upon the request of the Secretary, the Secretary of the InUrior, or the Secretary of Agriculture, ahall 

s  institute appropriaU proceedings to anforce this section in theUnited Sutes. District Court for toe District of Alaaka

( 96 STAT. 25715 P U B LI C  L A W  97-468— JAN. 14,1983
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othes DBPocmoN
«  usc 1210 „  Sac. 611. If the Secretary has not certified that the Sute has 

satisfied the conditions under section 604 within one yesr after the dau  of delivery of the report referred to in section 605(a) of this title, the Secretary may dispose of the rail properties of the Alaaka Railroad. Any disposal under this section snail give preference to a buyer or transferee who will continue to operau rail service, except that—(1) such preference shall not diminish or modify the rights of the Cook Inlet Region, Incorporated (as thst Urtn is used in section 12 of the Act of January 2, 1976 (Public Law 94-204; 89 Su t. 1150)), pursuant to such aaction, as amended by sectionana. p. 2564. 606(d) of this title; and
(2) this lection ahall not be construed to diminish or modify the powers of consent of the Secretary or the S u u  under section 12(bX8) of such Aet, as amended by section 606(dX5) of this title.

Any disposal undar this section ohall be subject to valid existing rights.
DENAJU NATIONAL FA** AND FXESEXVZ LANDS

45 USC 1211. Sxc. 612. On tha daU of transfei to the SU U  (pursuant to section 604 of this title) or other disposition (pursuart to section 611 of this title), that portion of rail properties of the Alaska Railroad within the Denali National Park ana Preserve shall, subject to the exclu- sive-use easement granted punuant to section 604(bXlXD) of this title, be transferred to the Secretary of the InUrior for administra­tion as part of the Denali National Park and Preserve, except that a
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transferee ander section 111 of this title shall reaeire ths interest m  tho 3u t i  under section 604(bXlXD) of this ***!»

96 STAT. 2577

C

amJCJUDurr or a n a s  lavs
Sac. 611 (a) Tho provisoes of chapter 8 of tills 1  United States Cods (popularly known as tho Administrative Prooadurt Act, and including provisions popularly known as tho Government in tho Sunshino Act), tho Federal Advisory Committee Act (6 U-S.C A pp. 1 at aeq.), tho National Historic Preservation Act (18 U.S.C. 470 et soq ), section 4(f) of tho Oopartaont of Transportation Act (49 U S C  1653(f)), and tha National Environmental Policy Act of 1969 (42 U.S.C. 4821 et ion.) shall not apply to actions taken pursuant to this title, except to the extent that such laws may be applicable to granting of righte»of-way under section 609 of thia title.(b) The enactment of this tide, actions taken during the transition period ei provided in section 605 of this title, and transfer of the rail properties of the Alaska Rail rood under authority of this title shell be deemed not to be the disposal of Federal surplus property under the Federal Froperty and Administrative Sem en Act of 1949 (40 U.S.C 484) or the Act of October 3,1944. popularly referred to as the “Surplus Property Act of 1944“ (50 U.S.C. App. 1622). Such events shall not constitute or cause the revocation or any prior withdrawal or reservation of land for the uae of the Alaska Railroad under the Act of March 12,1914 (43 U&C . 976 et soq.), the Alaska Statehood Act (note preceding 48 U.S.C. 21), the Alaska Native Gaims Settle- sen t Aet (43 U.S.U 1601 et aeq.), the Act of January 2.1976 (Public Law 94-204; 89 S u t  1145), tne Alaska National Interest Lands Conservation Act (Public Law 96-487; 94 S u t  23711, and th* general land and land management la we of the United ixatee.(c) Beginning on the date of enactment of this Act the ceiling on Government contributions for Federal employees health benefits insurance premiums under section 8906fbX2) of title 5, United State* Code, shall not apply to th* Alaska Railroad.(d) Nothin* in this titis is intended to enlarge or diminish the acreage entitlement of the State or any Native Corporation pursu­ant to existing law.(*) With respect to internets of Native Corporations under the Alaska Native Claims Settlement Act (43 U.S.C. 1601 et aeq.) and th* Alaaka National Interest Landa Conservation Act (IE U.S.C. 3101 et aeq ), except as provided in this title, nothing contained is this title shell be construed to deny, enlarge, grant, impair, or otherwise affect any judgment heretofore entered in e court of competent' jurisdiction, or valid existing right or claim of valid existing right.

auscixu.tUKtOOrtmy.

oonrucr with otmxx lawi
Sac. 614. Th* provisions of this title shall govern if there is any ** use ms. conflict between this title and any othar law.

UCPXAX. AM> AMKNDMSMT O? COSTING STATUTES
Sac. 615. (a) On ths date of transfer to th* State (punuant to section S04 of this title) or othsr disposition (pursuant to section 611 of this title), whichever first occurs, the following provisions are 

repealed:(1) The Act of March 12.1914 (43 U5.C . 975 et aeq.). 11 USC ISle.
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•  uaciou.

45 U S C  1214.

CD 71m Aet of Juzm 24,1946, to authorize certain expenditures by the Alaaka Railroad (60 Stat 904).
(2) 71m Aet of July 19, 1932, concern inf mining of aad adia- n o t to the Alaaka Railroad (30 U.S.C. 208a).
(4) Section €(i) of the Department of Transportation Aet (49 U A C  l«55(i)).

(b) On the date of transfer to the State (pursuant to section 604 of this title) or other disposition (pursuant to sectiou 611 of this title), whichever first occurs, the following provisions are amended as follows:(1) Title 5, United States Code, is amended—(A) in section 305(a), by striking paragraph (3), and by redesignating paragraphs (4H8) as paragraphs (3K7), respectively,
(B) is section 3401(1), by striking clause (iii), and by redesignating clauses (ivMviii) as clauses (iiiHvii), rupee- tively,
(C) is Metion 5102(sXl), by striking clause (iii), and by redesignating clauses (ivKix) as climes (iiiHviii), respectively,
(D) in section 5342(aXl), by striking subparagraph (C), and by redesignating subparagraphs (DHJ) as subparagraphs (CHI), respectively, and
(E) in aaction 7327, by etriking subsection (a), and by striking the subsection designation "(b)".(2) Section 102(7) of the Railroad Revitalization and Regula- tory Reform Act of 1976 (45 U.S.C. 802(7)) is amended by strik­ing "and the Alaska Railroad".(3) Section 10749(b) of title 49, Unitad States Code, is amended—(A) by inserting "or” at the end of paragraph (1XB>;(B) by striking or" at the end of paragraph (2) and inserting in lieu thereof s period; and(C) by striking paragraph (3).

(4) Section 324(aXl) of the Public Health Service Act (42 UJS.C. 251(aXl)) is amended by striking "employees of the Alaska Railroad and”.(5) Section 202(3Xa) of the Alaska National Interest Lands Conservation Act (16 U.S.C. 410hh-l(3Xa)) is amended by strik­ing th# third sentence.(6) Section l(o) of the Railroad Retirement Act of 1974 (45 
U.S.C. 231(o)) is amended by inserting immediately after "National Transportation Safety Board,’ the following: “the State-owned railroad (as defined in the Alaska Railroad Trans­fer Act of 1982), so long an it is an instrumentality of the Sute 
of Alaska.”.

tO'AJUaiUTY
See. 616. If any provision of Ibis title or the application thereof to any person or circumsUnce ill held invalid, the remainder of this titlo and the application of uuch provision to other persons or 

circumstances shall not be affected thereby.
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TRANSFER OVERVIEW 

This overview summarizes the basic statutory scheme for 

the proposed transfer of the Alaska Railroad to the State of 

Alaska, describes the anticipated timetable for the transfer 

and discusses a series of major issues that were considered in 

the development of ARTA.

The Act was signed into law by President Reagan on January 

14, 1983. It authorizes transfer of the Alaska Railroad to 

the State of Alaska subject to several specified conditions, 

including the requirement that the State compensate the United 

States for the value, if any, of all rail properties trans­

ferred. Other Important conditions include State commitments 

to continue railroad operations, to assume existing obliga­

tions, to provide employee protection for at least two years, 

and to protect retirement benefits.

Two key provisions, each tied to the date of enactment, 

establish an orderly process for State consideration of the 

transfer offer. Within six months from the date of enactment, 

this Report is required to be prepared by the Governor of 

Alaska and the Secretary of Transportation and submitted to 

the Alaska State Legislature and the Congress. Within nine 

months from the date of enactment, the railroad's fair market 

value must be determined by USRA.

Following delivery of this Report, the Secretary of 

Transportation has 12 months within which to certify that the



State has agreed to all conditions for transfer specified by 

ARTA. Actual transfer of the railroad is to take place "as 

soon as practicable" after these certifications are made.

Within three months of certification, the Secretary and the 

State will agree on the actual date of transfer, which the 

parties hope will be no later than six months following cer­

tification. Although both parties are committed to proceeding 

expeditiously, a longer period may be needed to ensure an 

orderly process. If the State has been unable to satisfy the 

transfer conditions within the 12-month time period, ARTA per­

mits the Secretary to dispose of the railroad and to give pre­

ference to a buyer or transferee who will continue to operate 

rail services.

Certification P r o cess.

As noted, ARTA sets out a series of conditions that the 

State must meet to allow transfer certification by the 

Secretary. The legislation does not, however, attempt to 

specify how the State is to satisfy the conditions. Much will 

depend upon the State's decision concerning the nature of the 

entity it will designate or create to operate the railroad 

under State ownership. The working assumption of the State 

during development of ARTA was that Statw enabling legislation 

would be enacted to resolve this fundamental issue, and that 

such legislation would either satisfy the outstanding cer­

tification requirements or empower the operating entity to do ^



As a precondition to transfer, the Secretary is required 

to certify that the State has agreed:

(1 ) to operate- the railroad as a rail carrier in 

intrastate and interstate commerce;

(2 ) to assume all rights, liabilities, and obligations of 

the Alaska Railroad on the date of transfer, with 

some limited exceptions regarding claims and causes 

of action;

(3) to protect retirement benefits and to establish 

acceptable arrangements for continued employment 

during a two-year period following date of transfer;

(4) to allow representatives of the Secretary of 

Transportation adequate access to railroad employees 

and' records when needed in relation to the period of 

Federal ownership; and

(5) to compensate the United States at the value, if any, 

determined by the valuation exercise being performed 

by the USRA.

Rev e r s i o n .

If transferred to the State under Section 604, the 

railroad may revert, in whole or in part, to the United States 

under three separate reversion provisions in ARTA:

(1) Under Section 610(e), any proceeds in excess of the

cost of any rehabilitation and improvement and any



net liabilities from the State's sale or transfer of 

•all or substantially all" of the railroad within 

five years of transfer to an entity other than a 

State instrumentality are. .to be paid to the United 

States Treasury.

(2) Section 610(a) requires the reversion to the United 

States, or the payment by the State of the fair 

market value, of all or part of the railroad's real 

property "converted to a use that would prevent the 

State-owned railroad from continuing to operate" 

within ten years after transfer.

(3) Section 610(b) requires reversion to the United 

States generally for conveyance to the abutting 

owners of any land within the right-of-way if its use 

for transportation, communication or transmission 

purposes is discontinued by the State for an unin­

terrupted period of 18 years.

Claims Against Railroad Lan d s .

Approximately 4,000 acres of the railroad's non-right-of- 

way lands are subject to claims by Native Village Corporations 

under the Alaska Native Claires Settlement Act. Article II and 

Appendix D of this Report provide more detail regarding the 

lands involved. During the ten month period following the 

date of enactment of ARTA, the State, the Department of the 

interior, and all affected Native Village Corporations are



directed to undertake a good faith effort to negotiate settle­

ments for as many outstanding claims as possible.

If any of these.claims cannot be settled within the ten- 

month period, they must be adjudicated by the Secretary of the 

Interior within two years of the'date of enactment of ARTA, or 

14 months after completion af the review and settlement 

process. All other unresolved claims against railroad lands 

on record in the Department of the Interior, as of the day 

before the date of enactment must be adjudicated within three 

years from the date of enactment. Resolution of claims to' 

railroad land is not a precondition to transfer.

Survey R e q u i r e m e n t .

ARTA requires the Secretary of the Interior to survey 

within a five-year period all lands among thi rail properties 

conveyed to the State. The parties emphasize the importance 

of meeting the deadline and will continue to work with the 

Department of the Interior— to do so. Article II, Appendices 

B-E and Exhibit 1 of this Report provide more detail about 

the lands involved.

Railroad R i q h t - o f - W a y .

ARTA requires the transfer to the State of all right, 

title, and interest of the United States to all rail proper­

ties of the Alaska Railroad, including all railroad rights-of- 

way. ARTA also provides that where lands or any interests 

within the right-of-way have been conveyed out of Federal



ownership prior to enactment, the State shall receive, at 

minimum, an exclusive-use easement. These two provisions are 

intended to ensure that the State will receive all of the 

interest necessary to maintain viable railroad operations. 

Future Rights- o f - W a y .

A R T A  provides for expeditious review of any future right- 

of-way requests by the State across Federal lands. The Act 

requires that such rights-of-way conform, to the extent 

possible, to the standards provided by the Alaska Railroad 

Enabling Act of 1914 and the exclusive-use easement definition 

contained in ARTA. Responsibility for reviewing and granting 

such future rights-of-way is vested by existing law in the

Secretary of the Interior or the Secretary of Agriculture,

with the participation of the Secretary oi Transportation as 

appropriate, particularly with respect to the interest to be 

granted for operation and economic growth of the railroad. 

Denali National Park and Preserve La n d s .

On the date of transfer, the Secretary will deliver to the 

State a-deed that conveys to the State (a) an exclusive-use

easement for that portion of the rights-of-way within DenaJi

National Park and (b) title to the railroad-related improve­

ments within such right-of-way. All other railroad holdings 

and improvements within the Park are to be transferred to the 

Secretary of the Interior for administration as part of the 

Park. Rail properties within the boundaries of the Chugach



National Forest and the Denali National Park and Preserve 

will be subject to laws and regulations for the protection of 

forest and park values. Implementation of those regulations 

will be subject to prior consultation with the Governor and 

may not unreasonably interfere with continued or expanded 

operation of the State-owned railroad.

Real Property C o n v e y a n c e .

Articles II and III, related to real and personal property 

and supported by lengthy appendices and exhibits, are the most 

detailed parts of this Report. The transfer from the Federal 

Government of its only commercial operating railroad present 

property questions of first impression. This transfer is 

further complicated by the peculiar status of many Federal 

lands located in Alaska. The impact of competing claims to 

such lands on the transfer process accounts for the complex 

statutory scheme provided in ARTA and for the detailed treat­

ment of the railroad lands in Article II.

The A c t  provides for four different types of conveyance

documents to be issued to the State on the date of transfer! 

Each document will convey interests in land based on the sta­

tus of the affected parcel on that date.

First, the State will receive an "interim conveyance" of

lands that, like the patented lands, are free of claims by

others but, unlike the patented lands, are not yet surveyed. 

When these lands have been surveyed after the date of



transfer, the interim conveyances will be converted into 

patents.

Second, the State will receive a patent for railroad lands 

that are surveyed and are not subject to unresolved claims 

made by third parties under a variety of Federal laws.

Third, the State will receive an exclusive-use easement, 

as defined in ARTA, for right-of-way .lands within Denali 

National Park and Preserve.

Fourth, the State will receive a license allowing it the 

exclusive right to use the railroad lands that are subject to 

claims of third parties (such as Native Corporations) on the 

date of enactment but which have not been resolved by the date 

of transfer. As these claims are settled or decided, the 

lands in the license category will either be placed in the 

interim conveyance category (if the third party's claim is 

denied) or conveyed to the claimant (if the claim is approved). 

The real property conveyance provisions of ARTA thereby 

require that certain railroad lands be held in escrow (i.e., 

under license) until their ultimate ownership is determined 

through settlement or by adjudication.

Employee Protection.

The work force of the Alaska Railroad (described in the 

’Profile" section) remains one of its most valuable assets.

The employee protection provisions of ARTA, more fully 

discussed in Article VI, testify to the continuing interest



$
of the State and the United States in protecting the 

employees' well-being in the face of the proposed transfer to 

the State. The provisions also are intended to facilitate and 

indeed encourage the transfer of the Alaska Railroad work 

force to the State-owned railroad, in recognition of its cri­

tical importance to the ongoing viability of the railroad.

Although care has been taken to preserve employee options to 

elect not to transfer and to protect their rights in the event 

they decide to separate from the railroad upon transfer, the 

Secretary and the Governor hope that the vast majority of - 

employees will r e m a i n’with the State-owned railroad.

G-1



ARTA REQUIREMENTS

ARTA establishes a series of conditions the State must meet to 
obtain certification from the Secretary of Transportation. The 
legislation does not, however, specify how the State is to satisfy 
these conditions. Much depends on our decision about the mechanism 
we select to operate the railroad.

Prior to transfer, the Secretary is required to certify that 
the State has agreed:

(1 ) to operate the railroad as a rail carrier in intrastate 
and interstate commerce;

(2 ) to assume all riqhts, liabilities and obliqations of the 
ARR on the date of transfer, except for some claims and 
causes of action;

(3 ) to protect retirement benefits and to establish acceptable 
arrangements for continued employment for all employees 
during a two-year period following the date of transfer;

(4) to allow representatives of the Secretary of Transporta­
tion adequate access to railroad employees and records; 
and

(5) to compensate the United States at the fair market value,
if any, as determined by the United States Railway
A s s o c i a t i o n .

Other chapters of this report explain some of these conditions 
in greater detail, particularly those relating to employee protec­
tion and retirement benefits.*

T r a n s f e r  T e r m s  and C o n d i t i o n s

* Additionally, the first section of the Transfer Report, entitled 
"Transfer Overview," provides information about other key aspects 
of the federal transfer legislation. This includes those provisions 
dealinq with reversion requirements, native claims aqainst railroad 
lands, and the type of interest to be obtained in the railroad's 
right-of-way.



P r o v i s i o n s  A f f e c t i n g  C o n t i n u e d  O p e r a t i o n s

The following discussion analyzes the effect of ARTA's require­
ments (other than employee protection obligations which are add­
ressed elsewhere), on continued operation of the railroad following 
acquisition, several observations should help eliminate confusion 
regarding ARTA's continued rail service requirements.

First, it is important to remember that most of the federal 
transfer statute was structured on a premise of the so-called 
"no-cost transfer." The compensation requirement was a last minute 
compromise to obtain Congressional passage, and was merely added to 
the already established conditions. Consequently, certain provisions 
are not consistent with the purchase provision of ARTA; particularly 
the reversion clauses which remain in effect for a certain period 
of time after acquisition.

Another important consideration is the requirement that the 
State agree to operate the railroad as a common carrier engaged in 
intrastate and interstate commerce. Some interpretations suggest 
that when read in context with the reversion clauses under Section 
610 of ARTA, there is a prescribed ten-year period for ensuring 
continued rail operations. However, this is not the case. The 
State is not required to continue rail services for any specific 
period.

Some also suqgest that ARTA reguires all existing services be 
continued, including passenger service. This also is not the case. 
The reversion requirement under Section 610 merely states that if, 
within the first 10 years after transfer, the State converts all or 
part of the real property to "-a-use that would prevent the State- 
owned railroad from continuing to operate," then the State shall be 
subject to a requirement to repay the United States for these 
holdings, or revert such property at our option.

However, under full regulation by the Interstate Commerce 
Commission (IQ C ), the State will be subject to some ICC oversight 
in any abandonment proceedings. Generally, these proceedings are 
strictly based on economic considerations related to operating 
history. Assuming a history of highly marginal performance, it is 
doubtful that ICC oversiqht would prevent discontinuance o f s e r y i c  
at some point in the future.* •

\
\ • 
i

* The Transfer Team, however, is not sugqestina th. 
service be discontinued. _



Other key ARTA provisions that have a bearing 'on continued 
rail ooerations are primarily located in Section 608, including 
the following:

(.1) full and formal regulation by the Interstate Commerce 
Commission as a rail carrier enqaged in intrastate and 
foreign commerce;

(2 ) full jurisdiction under federal antitrust laws, although 
the State may invoke by law any exemptions otherwise 
available;

(3) exemption from the following laws so long as the State- 
owned railroad remains an instrumentality of the State of 
Alaska: the Railroad Retirement Act of 1974, the Railroad 
Tax Act, the Railroad Labor Act, the Federal Employers' 
Liability Act, and the Railroad Unemployment Insurance 
Act;

(4) a clarification that ICC regulation is intended to confer 
on the State-owned railroad "all business opportunities 
available to comparable railroads, including contract 
rate agreements";

(5) clarification that train operations by the State-owned 
railroad shall not be subject to any state or local laws 
specifying minimum crew size;

(6 ) a specific requirement that all revenues generated by 
the State-owned railroad are to be retained and managed 
by the State-owned railroad for railroad and related 
p u r p o s e s ;

(7) a statement by Congress that continued operation of the 
ARR by "a public corporation, authority or other agency 
of the State" is an exercise of an essentia', governmental 
function and qualifies under the Internal Revenue Code 
for tax-exempt status, which also would apply to obliga­
tions issued by this entity;

(8 ) a requirement that rail operations within the boundaries 
of Chugach National Forest and Denali National Park will 
be subject to laws and regulations for the protection of 
forest and park values so long as such regulation does no 
"unreasonably interfere with continued or expanded 
operations and support functions";



(9) guarantees that the State will receive the full federal 
interest in the riaht-of-way, but nothina less than an 
exclusive-use easement for transportation, communication 
and utility purposes in all areas, except within the 
Denali National Park, where the railroad is to receive 
an exclusive-use easement for rail purposes o n l y ; and

(1 0 ) no guarantees for future rights-of-way across federal
lands, but language which encourages the Secretary of the 
Interior to expeditiously review applications for that 
purpose.

m



C E R T I F I C A T E  O F  A P P R A I S A L

CHARLES F . SEYM O UR , RUSSELL E SN YD ER , AND ARNOLD S . TE5H  
DO HEREBY  CERT IFY  THAT UPON  REQUEST  FOR VALUATION BY:

THE UNITED STATES RA ILW AY ASSOCATION  
933 U EN FA N T  PLAZA N O RTH , S .W .

W ASHINGTON, DC  20395

THEY  HAVE PERSONALLY  EXAM INED THE FOLLOW ING DESCRIBED PROPERTY :

ALASKA  RA ILROAD  REA L ESTATE TO BE TRANSFERRED  
UNDER  THE ALASKA  RA ILROAD  TRANSFER ACT

AND TH AT  TH EY  ARE OF THE OPINION THAT AS OF OCTOBER I , 1983 
THE M ARKET VALUE OF THE PROPERTY  

MORE F U LLY  DESCRIBED HERE IN , W ILL BE AS FOLLOWS:

$38^300,000  
THIS MAY BE A LLOCATED  AS FOLLOW S:

OPERATING  PRO PERTY : $ 7 ,0 0 0 ,0 0 0
N ON -OPERAT ING  PRO PERTY : $ 3 1 ,0 0 0 ,0 0 0

^  ARNOLD  S . T E 5H , ASA



CERTTFICATTON, ASSUMPTIONS. 
LIMITINS"(!oNDlTIONS. A N D  CONTINGENCIES

Your appraiser, whose signature appears on the Certificate of Appraisal, does hereby 
certify that, except as otherwise noted in this appraisal report:

L. He has no present or contemplated future interest in the real estate that is 
the subject of this appraisal report,

1  He has no personai interest or bias with respect to the subject matter of this 
appraisal report or the parties involved

3. To the beat of his knowledge and belief, the statements of fact contained in 
this appraisal report, upon which the analyses, opinions, and conclusions 
expressed herein are based, are true and correct.

<*. This appraisal report sets forth all of the limiting conditions imposed by the 
terms of the assignment or by the appraiser affecting the analyses, opinions 
and conclusions contained in this appraisal

3. This appraisal report has been made in conformity with and is subject to the 
requirement of the Code of Professional Ethics and Standards of Professional 
Conduct of the American Institute of Real Appraisers of the National 
Association of Realtors.

6, No one other than the appraiser prepared the analyses, conclusions and 
opinions concerning real estate that are set forth in this appraisal report.

7. The American Institute of Real Estate Appraisers conducts a voluntary 
program of continuing education for its designated members. MATs and RM's 
who meet the minimum standards of this program are awarded perioaic 
educational certification. I am certified under this program through 
December 31, 19S3.

This appraisal is to be used in whole -and not in part. No part of it snail be used in 
conjunction with any other appraisal.

No responsibility is assumed by the appraiser for matters which are of legal nature, nor 
is any opinion on the title rendered herewith. Good title is assumed. Management is 
assumed to be competent and the ownership to be in repsonsibie hands.

This property has been appraised as though free of liens and encumbrances, except as 
herein described

The appraiser herein, by reason of this report is not required to give testimony in court 
with reference to the property appraised, unless arrangements have been previously 
made therefore.

Disclosure of the contents of this appraisal report is governed by the By-Laws and 
Regulations of the American Institute of Real Estate Appraisers of the National 
Association of Realtors.

Neither ail nor any of the contents of this report (especially any conclusions as to value, 
the identity of the appraiser of the firm with which he is connected, or any reference to 
the American Institute of Real Estate Appraisers or to the M.A.L or R-.U. designation) 
shall be disseminated to the public through advertising media, public relations media, 
news media, sales media or any other public means of communication without the prior 
written consent and aoproval of the appraisers)



SPECIAL ASSUMPTIONS A N D  INSTRUCTIONS 
U N D E R  T H E  A L A S K A  R A I L R O A D  T R A N S F E R  
________________A C T  (ARTA)_______________

In accordance with the advice and counsel of the United States Railway Association, 

Jackson-Cross has assumed the following in its appraisal of the Alaska Railroad:

1. Fair market value of the railroad to the State of Alaska is the 
price the State, as a prudent purchaser, would pay for the rights 
transferred under ARTA. The State Is constrained by all existing 
state law that would affect it or any other purchaser of the 
railroarfs property. Accordingly, we do not consider potential 
actions which the State might take which would affect fair 
market value.

2. The purchaser will operate the railroad for ten years, at a level of 
service that approximates current projections and in its present 
configuration.

3. All real estate classified as operating property would be available 
for transfer for non-rail use in 10 years after the date of the 
appraisal on October 1, 1993.

4. Upon transfer, the State will acquire full title to only those 
portions oi the property identified by U S R A  as owned in fee 
simple by the Alaska Railroad.

J. The purchaser will be permitted to make any use of the operating
property immediately after transfer of the properties to the State 
as long as such uses do not interfere with rail operations.

6. All non-operating property would be available for disposition 
immediately after transfer of the properties to the State.

7. All revenues from real estate transactions during the first ten (10) 
years must be used for railroad or other related purposes. Other 
related purposes can Include transportation budget items relating 
in some way to the Aiasks-Raiiroad.

3. There wouid be no added costs to a purchaser for environmental,
subdivision or 2oning actions beyond that which is reflected in 
comparable sales.

9. The purchaser is required to assume all existing leases on the
property, but will renegotiate them at fair market value upon 
their expiration or at the earliest date permissible under the 
terms of such leases.

10. U S R A  has provided the appraiser with the inventory of Alaska
Railroad property and with its allocation between operating and 
non-operating real estate.



11.

12. 

13. 

19.

1 5.

16. 

17. ’

13.

19.

20. 

21.

The analysis of real estate taxes has been performed in 
accordance with the normal real estate market practices, i.e. the 
purchaser is responsible for normal real estate taxes during the 
holding period .and for disposition taxes normally paid by the seller 
when sales are consummated.

The purchaser is entitled to utilize all financing instruments 
normally available, including mortgages.

The discount rata reflects the cost of money attributable to a 
typical acquisition in the private sector.

Theoretical sodal costs and benefits associated with the 
transferred property are not considered within the purview of fair 
market value.

The railroad is considered a single property to be owned and 
controlled by a single entity.

The date of the appraisal is October 1, 1923.

No special allocation L* made in this report fur parcels subject to 
Native daims. At USRA's request, Jackson-Cross supplied a total 
value for such parcels. That value is S3,2QG,Q00.

Corridor value for the right-of-way is not considered.

The Section 605(a) Closing Report is considered to the extent that 
information contained therein affects the real estate value.

N o  specific studies are performed to determine the existence of 
semi-precious and predous minerals located within the subject. 
Mineral rights and their potential value are only considered to the 
extent as reported and reflected In the real estate market 
transactions in the private sector.

Income from leases located on property designated by U S R A  as 
operating property, pipeline permits, and trackage charges, are 
cxduded from the real estate valuation. U S R A  advises that this 
income has been considered In its projections of railroad operating 
income.



P U R P O S E  A N D  F U N C T I O N  O F  T H E  A P P R A I S A L

The purpose of •'ills appraisal is to estimate the market value: of the subject 

property, more fully described herein, as of October 1, 1983.

As used herein, market value may be defined as:

« • •

The price which a well-informed buyer acting intelligently, 
voluntarily, and without necessity would be warranted in paying, 
and a well-informed seller acting intelligently, voluntarily, and 
without necessity would be warranted in accepting for the 
property as of a certain date.

The function of this appraisal is to provide U S R A  wit.. an estimate of market value 

of the real estate for incorporation in its report on the market value of the Alaska 

Railroad properties to be conveyed under the Alaska Railroad Transfer Act (AR.TA.).

The subject property is valued in fee simple, subject to A.R.T.A. restrictions as 

interpreted by USRA.

A C K N O W L E D G E M E N T

All of the judgements and conclusions contained within this resort are those of the 

appraisers for which they assume full professional responsibility. However, the 

appraisers wish to acknowledge the assistance of David W. Anderson, Douglas 5. 

Butcher, Joseph R. Dugan. Alf Moody, and Frederick J. Williams of Jackson-Cross 

Company in the preparation of various facets of this report.
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S U M M A R Y  O F  SALIENT F A C T S  A N D  C O N C L U S I O N S

P R O P E R T Y  APPRAISED: 

O W N E R :

LAND:

IMPROVEMENTS:

P R E S E N T  USE:

HIGHEST A N D  BEST USE:

Ail Alaska Railroad real estate holdings held in 
fee simple by the Alaska Railroad.

The Alaska Railroad (United States Department 
of Transportation!.

The total land area valued is 28,416.31 acres, 
based on rnaps and other documents provided to 
the appraisers by U S R A  and the Alaska Railroad. 
U S R A  has allocated-3,913.61 acres to Operating 
property and 24,.502.7 acres to Non-operating 
property.

Numerous structures located - throughout the 
Alaska Railroad land holdings are more fully 
described herein. Improvements containing a 
total of 512,000+ square feet of building area 
owned by the "Alaska Railroad have value 
consistent with the highest and best uses of the 
properties under the assumptions provided bv 
USRA.

Operating property is devoted to rail operations. 
The U3esr of Non-Operating properties range 
from undeveloped wilderness to land leases for 
industrial, commercial, residential, agricultural, 
institutional, and recreational.

A  separate highest and best use conclusion was 
made for each of the Valuation Units described 
herein. With respect to Operating property, 
highest and best use conclusions are based on the 
assumption, provided by USRA, that rail 
operations will cease on October I, 1993.

M A R K E T  Y A L U E  O F  
O P E R A T I N G  P R O P E R T Y :

Land
Improvements

Total

$ 3,770,000
1.1*0 . 0 0 0

$ 6,910,000

M A R K E T  V A L U E  O F  
N O N - O P E R A T I N G  PROPERTY:

T O T A L  M A R K E T  VALUE:

Land
Improvements

Total

Land
Improvements

Total
Roinded to

$ 50,930,000 
1 20 ,0 0 0

$ 51,050,000

$ 56,700,000 
1.260.000

S 57,960,000 
$ 58,000,000



Aiter considering ail the facts and circumstances in connection with the subject 

property, It is our opinion that the market value of the land and improvements, as of 

October'l, 1983, will bes

—  FIFTY EIGHT MILLION DOLLARS —
($3S^C0,000)

This may be allocated as follows:

Land $36,740,000 This Is equivalent to 28,416.31 acres at 31,997 per

acre.

Improvements $ 1,260,000 This is equivalent to 312,002 square feet of

building area at $2.46 per square foot.

V A L U A T I O N



9 9
OBJECTIVE A N D  V A L U A T I O N  M E T H O D O L O G Y

The final adoption of a methodology for appraising the non-rail use fair market 

value of the Alaska Railroad (ARR) real estate results from comprehensive consideration 

of the Alaska Railroad Transfer Act of 1982 (ARTA) which defines assumptions and 

limiting conditions. Market factors were also considered in formulating the process.

It has been the practice of the A R R  to lease its real estate, rather than sell it. 

Jackson-Cross assumes a continuation of this practice regardless of ownership. 

Valuation theory assures that proper capitalization of an income stream results in a 

value conclusion synonymous with an appraisal assuming sale of the leased fee interests.

To arrive at a fair market value to the State of Alaska, the basic methodology 

comports with conventional real estate approaches and techniques.

Two major steps are required to estimate the fair market value of the Alaska 

Railroad.

First, the base values are determined. Each base value represents 

the estimated price for a single parcel as of October 1, 1983, 
assuming that it is sold on that date, that it is the only piece of 

Alaska Railroad property on the market in that area at the time, 

and that there are no restrictions or encumbrances preventing the 

sale.

Second, the net revenues, if any, likely to be received from 

non-rail use leasing of the subject property are estimate^ the 

period of time it is likely to take to realize those net revenues are 

estimated; and, the present value is appraised as of October 1, 

1983, of the expectation of those future net revenues, considering 

the cost of money over time and the risk of uncertainty that the 

projected net revenues will, in fact, be realized.

9
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BASE VALUE

Th« first of two major valuation phases involves a determination of base value, or 

the total of all gross proceeds to be received for the real property ii it were sold in 

marketable parcels on October 1, 1933. Base value assumes that each parcel is the only 

pared being marketed at the subject property on October 1, 1983.

Property Categories

The Alaska Railroad property is comprised of both operating and non-operating 

property. The United States Railway Association supplies Jackson-Cross with the 

configuration between these categories.- They are distinguished by the following 

assumptions:

1. Operating property is not marketable for non-rail use for a 

period of ten years.

2. Ncn-operating property Is immedlatdy marketable for 

non-rail use.

Both categories of property are appraised by Jackson-Cross under the 

aforementioned conditions, except where the railroad lacks title. Jackscn-Crcss relies 

upon U S R A  for instructions regarding the extent to which properties should be included 

or excluded due to title problems.

Market Areas
All Alaska Railroad real estate is examined by market area. Those parcels sharing 

economic, social, and geographic characteristics tend to have their values influenced by 

the same local phenomena. For instance, changes in population, real estate supply, 

industrial growth, property taxes and transportation, among other possibilities, may 

influence rhe property within a market area and hnve no direct measurable effect upon 

neighboring communities or jurisdictions. Most importantly, from a valuation standpoint, 

is that within a market area-properties of similar utility compete for existing demand. 

Obviously, no market is totally immune to what occurs outside its borders, but whatever 

macro-economic impact may occur it is best to measure it with local market data if it 

exists.

33-32-1 A /-/c?



Valuation Unit

For all of the Alaaka Railroad real property assigned for valuation, Jackson-Cross 

analyzes each of the permissible uses and determines which uses are most profitable and 

likely as of the date the property can be marketed for non-rail use.

All property in each market area is divided into valuation units. Property within a 

unit is of consistent highest and best use and value level. The valuation unit is different 

from a marketable parcel. It is a method of reporting value results only. The valuation 

unit may consist of one or more marketable parcels.

A  review of the subject property along with sales and leases identified in the 

market enables the appraiser to assign preliminary parceiization. During the base 

valuation phase it is often necessary to modify the valuation units.

Valuation Analysis

For each valuation unit a detailed study of market data is utilized to determine 

unit values. This analysis includes consideration for marketable parcel location, highest 

and best use, size, shape, topography, soil conditions, access, and any other variables 

which may have an impact on value.

. The resulting base unit value for' each valuation unit is muitipiied by the size of the 

valuation unit to equal the total base value. For example, a 10,000 square foot valuation 

unit with a square foot value of $2.00 results in a total Base Value of $20,000.00. The 

unit value applied reflects the gross unit price likely to be received for the optimum 

sized marketable parcels within the valuation unit. To properly reflect market data, a 

1 0 ,0 00 square foot valuation unit is not valued as a 10,000 square foot parcel if the 

standard marketable lot is 5,000 square feet. Instead, it is valued as two 5,000 square 

foot lots, each of which are assumed not to compete with the other.

Base Value Limitations

As mentioned earlier, Base Value for the Alaska Railroad real estate is the sum of 

all of the Individual marketable parcel gross selling prices on October 1, 1983. It 

assumes that none of these parcels are encumbered by the requirement to operate a 

railroad, or by the existence of leases which are not in conformity with the market. It 

also assumes that no other property within the subject portfolio is available for sale or 

lease on that date.

83-82-1 /</-//



P O R T F O L I O  M A R K E T  V A L U E

The second major phase of this valuation involves the discounting of future 

proceeds to a present worth. This discounted cash flow process arrives at a value for the 

entire Alaska Railroad real estate portfolio as a single property. The discounting 

technique's applicability to the subject assignment is explained below.

Applicability of Discounted Cash Flow Technique

The discounted cash flow technique is a standard valuation tool for determining the 

present value of cash flows to be realized over a period of time from the disposition or 

use of assets. In the subj)«ct case where it is Likeiy a purchaser wouid continue the 

practice of the Railroad to lease the property, discounted cash flow analysis, is an 

appropriate valuation practice. As a practical matter, the same present value should be 

realized from leasing property at market rates or from selling the assets free of 

encumbrances.

The discounted cash flow technique is necessary because the amount of the Alaska 
Railroarfs real estate holdings, the different geographic markets where that property is 
located and the diversity of highest and best uses cannot be directly compared to a single 

"comparable*1 sale in the market.

The subject property is especially conducive to discounted cash flow due to thes

1.

2.

3.

Long term nature of the existing leases. *

Diversity of the real estate inventory.

Heterogenous nature of the business entity which includes 
operating a railroad and managing a real estate portfolio.

4. Lack of a stabilized income stream or level annuity.

The procedure of performing a discounted cash flow analysis involves a projection

of:

1. Periodic actual gross income Likely to be received.

2. The periodic management, marketing and holding costs 
likely to be incurred.

3. The relative risk and time-cost of money in realizing the 
projections.

« - « -  ■____________________  "m u t  —



An important element of the discounted cash flow analysis is the time when the 

potential benefits (i.e., proceeds of sale or lease) are likely to be realized. A timetable 

for realizing lease income from the Alaska Railroad properties results from a detailed 

analysis in each of the major market areas.

Within each market area property is categorized by highest and best use. Each 

highest and best use category is then analyzed for quality characteristics which may 

affect the pace at which- the property is likely to be leased. For major markets a study 

of existing market activity along with socio-economic factors supplies the appraiser with 

the basic data necessary to project the likeiy rate of absorption that would be predicted 

by an investor as of October 1, 1983-

With regard to non-operating property in Anchorage, approximately 80% of the 

dollar value is currently under lease; similarly, in Fairbanks approximately 60% of the 

dollar value of the non-operating railroad property is currently leased. Jackson-Cross 

considers these properties, and those under lease in other markets, to have been already 

absorbed into the market, and to remain under lease for the term of the existing 

contracts. The appraiser, using real estate market and other economic data, then 

estimates the rate at which the unleased property would be leased, including the effect 

of re-leasing property after the termination of existing contracts. While he considered 

that any terminating leases couid be renewed immediately, because start-up time wouid 

be necessary for a new owner, Jackson-Cross assumed that no other new leases would be 

entered into for at least one year. The appraiser also estimates the rate at which the 

operating property could have been leased for alternative uses under the hypothetical 

assumption that railroad operations terminate after ten years.

Rents

A  review of real estate practices in both Anchorage and Fairbanks reveals that 

land leases generally provide for the escalation (or reduction) of rents every fixe years.

This five-year cycle, which is contained in most of the existing leases of Alaska Railroad

property, is assumed to continue for new leases. Accordingly, rents would be set at new 

market rents only when:

1. The escalation is due;

2. Tho lease expires and a renewal at market rental value is anticipated;

3. A  vacant property is leased.

Pace of Absorption

83-82-1
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CaoitaJTation Factor

To determine market rent, a capitalization or rental factor ia derived from rentals 

of parcels similar to subject marketable parcels. A  study of property sold and leased 

indicates a range of 9 %  to 1196. An overall factor of 9.7396 is considered appropriate for 

the individual subject properties. Both overall quality and diversity of the inventory 

constitute the prime consideration for the proposed factor.

M anagement and Leasing Expense

A  study of the major market areas indicates management fees for income 

producing properties ranging between 496 to 6 £96 of gross income. This range does not 

include separate brokerage commissions paid when a lease is arranged. In light of the 

amount of property involved here, and the extent of management and leasing activity 

available to a competent firm, an overall figure of .596 of the effective gross income is 

considered adequate. This, of course, Includes any reasonable combination of in-house 

costs and outside commissions.

Holding Expense
The ownership of the Alaska Railroad real estate carries certain expense 

obligations regardless of whether it is totally or only partially leased. The expenses 

include real estate taxes, administration, insurance, special legal and accounting 

functions, maintenance, security and supplies. The total estimated annual allowance for 

holding is It 96 of bast value.

Terminal Value

Both Non-operating and Operating‘properties have ten year earnings projections. 

To take into account the perpetual nature of lease income, during the tenth year of each 

projection, values are stabilized and discounted to October, 1933. This is known as 

valuing the final reversion. The procedure takes into account that proceeds will be 

generated beyond the lease income projection period.

Discount Rate

Since the sum of all projected net income is not to be received on October L, 1933 

a rate for discounting the proceeds to that date is required.

A  prudent investor demands a return for his investment including a real rate of 

interest, compensation for inflation factors and for risk associated with a proposed

33-32-1 M  * A ?



investment. Also required in a real estate transaction is compensation for the relative 

non-liquidity of the investment. The discount rate represents the rate at which the 

market wouid take all of these factors into consideration with respect to future earnings 

and pay a fair price for the right to receive such future earnings.

There are no projects which can be compared directly with the valuation of 

approximately 23,416 acres of Alaska real estate. O n  individual transactions for parcels 

in the region, Jackson-Cross has determined that the market is currently demanding 

rates of return on equity before taxes of 13% to 20%. The size and complexity of the 

subject transaction lead to a conclusion that a higher rate of return wouid be necessary 

to attract equity capital. A prudent investor would likely structure the acquisition on 

the assumption of 73% debt and 23% equity mix and would require a 23% return for the 

equity component.

The cost of debt capital is a barometer of minimum requirements for discount. 

Major'Alaska projects with tangible development plans are attracting mortgage capital 

at 1.3% to 2.3% above prime on a floating basis. Fixed rates require 13% to 14% and are 

subject to a typical 20 to 23 year term. Fixed rate mortgages are currently subject to . 

call every five to six years. Mortgage cons,an■ range between 14% and 14 J%. Since 

the Alaska Railroad has a significant portion ^ider«;,oped property, the portfolio as a 

whole wouid not meet prevailing standards tar institutional investors. Since other 

lenders in such circumstances demand higher ret .a na, i: is cortduded a debt cost of 16% 

wouid be appropriate.

Overall, therefore, a capitalization consisting of 73% debt at 16% cost and 23% 

equity at cost of 23% leads to an 18% totai property return to acquire the portfolio.

Each major market area in the Alaska Railroad region has different investment 

characteristics. In this anaiysis the overall portfolio discount rate adequately considers 

these differences.

Soedai Considerations

H o w  the market reacts today is the best indicator of its perception of the future. 

Current prices, rents and absorption reflect investors* antiripatians of profit and use. 

Current financing practices are an excellent indication of that market's antidpation of 

future real and inflationary trends. For these reasons much weight was placed on market 

data. However, due to the twenty years required for realizing optimum proceeds, 

Jackson-Cross also takes into account:

m
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1. Trends in government sponsored economic programs which 
are likeiy to affect the real estate market in Alaska. These 
indude, but are not limited to, public land sales, public 
financing, permanent fund projections, and legislation 
restricting expenditures.

2. Projections for production and revenues and their impact 
upon employment, price changes, and ultimately real estate 
supply and demand.

3. Demographics, inducing where in Alaska growth has 
occurred, and where it Is expected in the future. H o w  such 
growth may affect prices and absorption varies by ages, 
occupations, and income levels.

New or expanding industries, such as the recent influx of 
service and professional businesses. This is lik^v to 
contribute towards the continuing economic growth oi the 
state.

3. Defense spending, which is likeiy to continue as a major 
contribution to tha Alaska economy.

S3-S2-1
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S U M M A R Y  JF VALUATION PROCEDURE
«

Within the body of the report are computerized summaries of the valuation

process. The steps taken in the appraisal calculation are as follows:

1. Total Base Value is determined for October 1, 1983.

2. For each period Total Base Value is escalated at a rate of 
3% to 5 %  depending on the market area.

3. A  rental factor of 9.7.1% is applied to each total periodic 
Base Value to arrive at a maximum potential gross income.

4. The maximum potential gross income is then modified to 
reflect:

a. Current leases which are not at market levels; and

b. Property which is not yet projected as leased.

5. Management and leasing expense is subtracted at a rate of 
5 %  of effective gross income each period.

6. Holding expense is subtracted at a rate of li% of base value 
each period.

7. The period net income is calculated.

8. The net income is discounted at an annual rate of 18% each
period.

9. During the tenth year for non-operating property and the 
twentieth year for the operating property a single reversion 
is calculated against the total of the capitalized value for
each of those years' net incomes, plus tie base value of
property remaining unleased. The reversion factor applied 
is 18%.

m
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United States Railway Association
9 S  L'Enfant Plaza North, S.W . 
Washington, D.C. 20595 
(202) 488-8777 
Stapftan Bargar 
Chaaman at tha Board

September 23, 1983

The Honorable George Bush 
President
United States Senate 
Washington, D.C 20513

The Honorable Thomas P. O'Neill, Jr.
Speaker
United States House ot Representatives 
Washington, D.C. 20515

Dear Mr. P r e sident and Mr. Speaker:

Pursuant to Section 605(d)(1) off the Alaska Railroad Transfer

Act of 1982, P.L. 97-468, enclosed is the United States Railway
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a later date.
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FOREWORD

D e s c r i p t i o n  of the Alaska Railroad

In 1914, Congress authorized construction of the Alaska 

Railroad to open up Alaska's interior and to facilitate commerce 

through Alaska's ports. After the arduous job of building a 

railroad through the wilderness was completed in 1923, President 

Harding dedicated the railroad and a new era began in Alaska's 

history. The railroad went on to play a significant role in-the 

development of Alaska's interior and as an armed forces supply 

link during World War II.

It has been o p e r a t e  by the Federal government since its 

inception,, and today it is administered by the Federal Railroad 

Administration as part of the Department of Transportation. It 

currently operates over 525 route miles serving the principal 

Alaska cities of Anchorage and Fairbanks, the ports of Whittier 

and Seward, and natural attractions such as Denali National Park 

Both freight and passenger service is offered year round. 

Interline rail freight traffic is interchanged at Whittier with 

barge lines linking the railroad with Seattle and Prince Rupert, 

B.C. Principal freight commodities carried include gravel, coal 

aviation fuel, pipe, building materials and piggyback.

While the Alaska Railroad performs an important function 

within the State of Alaska, its operations and patronage are 

modest when compared with railroads in the lower 48 where it 

would be classified as a medium-sized "short-line" carrier with 

below average freight traffic density. Historically, the



railroad has been subsidized by Congressional appropriations. 

Since 1939, the appropriations have been used almost exclusively 

for capital and maintenance projects. Since 1975, appropriations 

have ranged from a low of $3.0 million in 1978 to a high of 

5 1 2 . 6  million in 1981.

In fiscal year 1983, which ends September 30, it is estimated 

that the railroad will have carried 82,000 carloads and 204,000 

passengers. Projected fiscal year 1983 revenues are $ 5 5 . 5  

million with operating e x p e n d s  estimated at $50.8 million. . As 

shown in Table 1, this continues a trend begun in fiscal year 

1981, the first time since the Alaska pipeline construction years 

that the railroad's operating revenues exceeded expenses.
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Table 1

THE ALASKA RAILROAD 
Financial Results

F e d e r

:al Year (1)
Rev ̂ nue 
Millions

Expenses 
(Inc. Dep.) 
$ Millions

Surplus 
(Shortfall) 
$ Millions

Expense/
Revenue
Ratio

Appro 
oriati 
S Mill

1973 17.7 20.7 (3.0) 117
1974 21.5 2 2 . 6 (1 .1 ) 105 —

1975 42.3 36.5 5.8 8 6 6 . 0
1976 (1) 53.7 49.6 4.1 92 9.0
1977 .35.0 36.0 (1 .0 ) 103- 6 . 0
1978 29.1 33.6 (4.5) 115 3.0
1979 25.2 31.8 (6 .6 ) 126 9.3
1980 28.9 34.7 (5.8) 1 2 0 6.5
1981 43.9 40.6 3.3 92 12.5
1982 58.8 49.2 9.6 84 6®
1983 55.5 50.8(2) 4.7 92 \ ■

1) Year end changed from June to September in 1976. Transition 
quarter ignored.

2) For comparison with previous years, excludes $2.3 million of 
engineering expense previously treated as capital.

3) $7.6 million was appropriated in the continuing resolution, 
Public Law 97-377 in December 1982. The DOT appropriations bill 
for fiscal year 1983 contained no funding for the Alaska 
Railroad.
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I N T R O D U C T I O N  A N D  S U M M A R Y

The Alaska Railroad Transfer Act of 1982, P.L. 97-468 (ARTA) 

was signed into law on January 14, 1 983. ;.n that Act, Congress

found that while continuation of the Alaska Railroad is necessary 

to achieve Federal, State and private objectives, continued 

Federal control and financial support are no longer required to 

accomplish those objectives. Congress further found that the 

Alaska Railroad was primarily benefitting Alaska residents and 

businesses and concluded that the Federal government should offer 

to transfer the Railroad to the State of Alaska.

ARTA establishes the terms and conditions for transferring 

the Railroad, sets forth the timetable and procedures for 

accomplishing the transfer, and authorizes the Secretary of 

Transportation to effect the transfer upon certification that the 

State has complied with the Act's terms and conditions. As part 

of the transfer process, ARTA Section 605(d)(1) directs the 

United States Railway Association (USRA) to determine the 

Railroad's fair market value. This report fulfills that 

requirement.

On July 15, 1983, pursuant to ARTA Section 605(a), the United 

States Department of Transportation and the State of Alaska 

submitted a Joint Report (605(a) Report) describing the assets 

and liabilities to be transferred. As directed by ARTA, USRA has 

used iniarmaticn contained in that report to the extent relevant 

to determining the Railroad's, fair market value.



In directing USRA to value the Alaska Railroad, ARTA provides

three specitic instructions concerning that valuation. First,

Section 605(d)(1) states that USRA

"shall determine the fair market value of the Alaska Railroad
under the terms and conditions of this title, applying such 
procedures, methods and standards as are generally accepted 
as normal and common practice."

Second, the Act provides that

"[sjuch determination shall include an appraisal of the real 
and personal property to be transferred to the State pursuant 
to this title. Such appraisal by the Association shall be 
conducted in the usual manner in accordance with generally 
accepted industry standards, and shall consider the current
fair market value and potential future value if used in whole
or in part for other purposes."

Finally, the Act requires that

"[t]he Association shall take into account all obligations 
imposed by this title and other applicable law upon operation 
and ownership of the State-owned railroad."

In reaching its determination of value, USRA used the

normally accepted definition that fair market value is "what a

willing buyer would pay . . .  to a willing seller."* In the

appraisal field, the valuation of property at fair market value

"means merely an attempt to estimate the price for which the

* U m e e d  States v. M i l l e r , 317 U.S. 369, 374 (.1 943); United States 
y._ 564.54 Acres of L a n d , 441 U.S. 506, 51 1 ( 1979). While the 
willing buyer/willing seller definition of fair market value 
ordinarily focuses on the loss to the seller (i.e., the loss to 
the United States in disposition of the railroad), ARTA Section 
605(d)(1) mandates a focus on the obligations imposed by the 
buyer under ARTA (i.e., "obligations imposed by this title . . . 
upon o p e ration and ownership of the State-owned railroad"). 
Consequently, to be consistent with ARTA's direction, the 
valuation concentrates on the present value of the property 
rights to be received by the purchaser under ARTA.
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p r o p e r t y  could be sold by some s t i p u l a t e d  seller to anyone else,

• • •

Thus, fair m arket value is b a s e d  on e c o nomi c value in the 

marketplace. It a s s u m e s  that both buyers and s e lle rs act 

rationally. It ignores the special d e s i r e  of any p artic ular 

buyer for the p r o perty and any u n i q u e  value which the property 

m ay have to that p a r t i c u l a r  buyer.

This m e a n s  that the fair m a r k e t  v alue  of the Alaska R a i l r o a d  

piv. ;erties is not the s u b j e c t i v e  or special value of those assets 

to the S t a t e  of Alaska. Tht p r i c e  which the State would ha ve to 

p ay to a c q u i r e  the rail p r o p e r t i e s  should be based upon how much 

it w o u l d  h a v e  to pay to o utbid  any other potential purchaser, 

s u b j e c t  to ARTA's terms and conditions.

C o n s i s t e n t  with A R T A ' s  d i r e c t i o n  that USRA appl y "standards 

as are g e n e r a l l y  a c c e p t e d  as normal and common practice", USRA 

has d e t e r m i n e d  the a m o u n t  w hich a rational buyer m i g h t  pay in th- 

m a r k e t p l a c e  for the p r o p e r t i e s  to be t r a n s f e r r e d’to the State of 

A l a s k a  c o n s i d e r i n g  both (1) the "terms and conditions" of ARTA 

that will app ly to the State's a c q u i s i t i o n  of the Alaska 

Railroad, and (2) all o b l i g a t i o n s  imposed by A R T A  and other 

a p p l i c a b l e  law upon o p e r a t i o n  and o w n e r s h i p  of the St ate-ovned 

railroad.

»1 B o n b n q n t ,  V a l u atio n of Pr o p e r t y , o. 65 (1937): a c c o r d , 
A m e r i c a n  Inst itute of R e a l  Es t a t e  Appraisers, The Aeoraisal of 
Real E s t a t e , pp. 23-24 (7th ed. 1978); 1 O r a e l . . Valuation  Under 
E m i n e n t  'D o m a i n . S e c t i o n  20, pp. 90-96 (2nd edr— 1-9S2).—  —
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S i n c e  A R T A ' s  terms and c o n d i t i o n s  r e q u i r e  the State to 

o p e r a t e  the R a i l r o a d  for at least ten y ears  (or railroad 

p r o p e r t i e s  w o u l d  revert to the U n i t e d  S t ates u n d e r  ARTA "ection 

610(a)), d e t e r m i n i n g  the R a i l r o a d ' s  fair m a r k e t  value begins with 

e s t i m a t i n g  the p r e s e n t  value of c o n t i n u i n g  r a i l r o a d  o p e r a t i o n s  

for ten years, including  the p r e s e n t  v a l u e  of the R a i l r o a d ' s  non­

op e r a t i n g  real e s t a t e . *  The next s t e p  is to e s t i m a t e  and compare

(1) the p r e s e n t  v a l u e  of c o n t i n u i n g  rail o p e r a t i o n s  beyond 
ten y e a r s  in p e rpe tuity, w i t h

(2) the p r e s e n t  v a l u e  of p u t t i n g  the R a i l r o a d ' s  a s s e t s  in 
w h o l e  or in p a r t  to o t h e r  u s e s  after ten years.

T h e s e  a l t e r n a t i v e  e s t i m a t e s  of f a i r  m a r k e t  v a l u e  r e q u i r e  

a n a l y s e s  of the R a i l r o a d ' s  o perat i o n s ,  its p h y s i c a l  p l a n t  and 

equipment, its real e s t a t e  assets, the costs w h i c h  the buyer will 

incur incident to the transfer, a n d  the p r o c e e d s  and costs that 

w o u l d  be i n c u r r e d  if the R a i l r o a d’s a ssets w e r e  c o n v e r t e d  to 

o t h e r  uses.**

T h e s e  a n a l y s e s  are d e s c r i & e d  in the s e c t i o n s  whi ch follow. 

T h e y  w e r e  a s s e m b l e d  to d e t e r m i n e  the R a i l r o a d’s p r e s e n t  fair • 

m a r k e t  v alu e u n d e r  two a l t e r n a t i v e  h y p o t h e s e s  —  (1) c o n t i n u e d  

rail o p e r a t i o n s  in perpetuity , and (2) rail o p e r a t i o n s  for ten

*Any losses from c o n t i n u e d  o p e r a t i o n s  could be o f f s e t  by rents 
from the n o n - o p e r a t i n g  real estate, s i n c e  A R T A  S e c t i o n  608(a)(5) 
r e q u i r e s  that all r a i l r o a d  r e v e n u e  "be r e t a i n e d  and m a n a g e d  . . . 
for r a i l r o a d  and r e l a t e d  p u r p o s e s . "  T h e  term "r elated purposes" 
is c o n s i d e r e d  b r o a d  e nough that this c o n d i t i o n  w o u l d  not so 
r e s t r i c t  the S t a t e ' s  use of r a i l r o a d  r e v e n u e s  as to m a t e r i a l l y  
a f f e c t  fair m a r k e t  value.

* * U S R A  was a s s i s t e d  in d e t e r m i n i n g  the s c o p e  and n atu re of its 
a n a l y s i s  u nd er A R T A  by the law firm of Nossaman, Guthner, Knox & 
Elliott. . . . .
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years f o l low ed by p u t t i n g  the R a i l r o a d ' s  assets to their highest 

and b e s t  a l t e r n a t i v e  uses. R e s u l t s  of these two scenarios are

*1) P r e s e n t  v a l u e  of the R a i l r o a d ' s  n o n - o p e r a t i n g  real estate.

*2) P r e s e n t  value of the R a i l r o a d ' s  n o n - o p e r a t i n g  real estate 
plus p r e s e n t  v a l u e  f r o m  a l t e r n a t e  use of R a i l r o a d ' s  operating 
real e s t a t e  afte r 10 years.

*4) Includes all costs a s s o c i a t e d  w i t h  rail operation s during the 
f irst 10 years i n c l u d i n g  s t a r t - u p  costs, plu s labor protection  
c osts a s s o c i a t e d  w i t h  d i s c o n t i n u i n g  rail operations. Also 
includes net p r o c e e d s  fr om a s s u m e d  liquid a t i o n  of facilities and 
equipment.

s u m m a r i z e d  in T a b l e  2.

f Ta b l e  2

A R R  V A L U A T I O N  
as of 10/1/83

(in 000)

C o n t i n u e d  Rail 
O p e r a t i o n s  S c e n a r i o

A l t e r n a t i v e  Use 
Scenario

Real E s t a t e $ 47,800*1 

(25,529)*3

$ 54,800*2
m

Rail O p e r a t i o n s ( 3 5 . 4 3 0 * 4

$ 22.271 • $ 19.370

*3) Includes all s t a r t - u p  costs



The fair m a r k e t  value of both the c o n t i n u e d  rail o p e r a t i o n s  

s c e n a r i o  and the a l t e r n a t i v e  use s c e n a r i o  consists of two 

components: a real es tate c o m p o n e n t  and a rail o p e r a t i o n s

component. T h e  fair m a r k e t  val ue of the A l a s k a  R a i l r o a d  under 

t hese two v a l u a t i o n  s c e n a r i o s  was d e t e r m i n e d  by r e d u c i n g  the casn 

flows from each of these two c o m p o n e n t s  to a p r e s e n t  value as of 

O c t o b e r  1, 1983.

C o n t i n u e d  Rail O p e r a t i o n s  S c e n a r i o

T h e  real e s t a t e  c o m p o n e n t  of valu e w a s  d e r i v e d  by p r o j e c t i n g  

f u t u r e  lease income from the n o n - o p e r a t i n g  real p roperty. The 

A l a s k a  R a i l r o a d ' s  h i s t o r i c a l  p r a c t i s e  has been to lease to o t hers 

the p r o p e r t y  not r e q u i r e d  for rail o peration s, and an investor 

w o u l d  likely c o n t i n u e  this practice. A c cordingly, it was assu med 

that the p r o p e r t y  p r e s e n t l y  under lease w o u l d  c o n t i n u e  to be 

leased  and that o t h e r  p r o p e r t y  would be leased to the extent 

p ossible. The ret cash f l o w s  were d i s c o u n t e d  to p r o d u c e  a 

p r e s e n t  value of $47,800,00 0. This a m o u n t  does not include the 

real e s t a t e  w h i c h  has bee n s e l e c t e d  by N a t i v e  corporations. 

However, for the r e a so ns d i s c u s s e d  in A p p e n d i x  A, N a t i v e  Claim 

S e l e c t i o n  An alysis, U S R A  c o n c l u d e d  that a p r u d e n t  b u y e r  w o u l d  p a y  

n o t h i n g  for the p o s s i b i l i t y  that s i g n i f i c a n t  p o r t i o n s  of the 

lands s u b j e c t  to N a t i v e  c l a i m s  m i g h t  e v e n t u a l l y  be conveyed.

The v a l u e  of the rail o p e r a t i o n s  wris d e r i v e d  fro m a forecast 

p r o v i d e d  by the A l as ka R a i l r o a d  and a d j u s t e d  by USRA. The 605(a) 

R e p o r t  was u s e d  as a b e g i n n i n g  p o i n t  for the d e r i v a t i o n  of s t a r t­

up costs, and e s t i m a t e s  of capital r e q u i r e m e n t s  w e r e  made by



c o n s u l t a n t s  to USRA. These c o n s tant’ dollar .’jash flows were then 

d i s c o u n t e d  to p r o duce a neoatlve value of 325,529,000,* which was 

then s u b t r a c t e d  from the $47,800,000 value of the non-operating 

real e s tate to y i e l d  an October 1, 1983 fair market value of 

$22,271,000.

A l t e r n a t i v e  Use Scenario

In the a l t e r n a t i v e  use scenario, the Railro ad is assumed to 

cease o p e r a t i o n s  at the end of the tenth year, the facilities and 

e q u i pment r e m o v e d  and sold, and the operating real estate made 

a v a i l a b l e  for leasing and d eve lopment in the same fashion as the 

n o n - o p e r a t i n g  real estate. The cash flows g enerated by this 

additional real estate w e r e  valued in the same manner as the n o n­

ope r a t i n g  real estate and increased the 1983 present value of the 

real estate by $7,000,000 to $54,800,000. **

The v a l u e  of the rail operations  in this scenario is (1) the 

p r e s e n t  value of the cash flow from rail operations for -ten years

(2) plus the p r e s e n t  valu e of the net proceeds that would be 

r e c e i v e d  from d i s m a n t l i n g  and selling the Railroad's facilities

*lt w as n e c e s s a r y  to e s t i m a t e  the value of the cash flows after 
the tenth y e a r  (the last y e a r  of the U S R A  projection). This was 
d o n e  by c a l c u l a t i n g  a normal year cash flow that could be 
e x p ected after the tenth year and capitaliz ing that amount by 
16 p e r c e n t  and then d i s c o u n t i n g  the capitalized flows back to 
p r e s e n t  value.

**While  the $7 m i l l i o n  value may see m small in .relation to the 
real e s t a t e  involved, it must be kept in wind that the cash flows 
from a l t e r n a t i v e  use of the operating real estate do not begin 
until the e l e v e n t h  y e a r  (1994) which causes the present value to 
be r e l a t i v e l y  small.
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and e q u i p m e n t  s t a r t i n g  in the eleve n t h  year, (3) less the present 

v a l u e  of l abor  p r o t e c t i o n  p a y me nts a t t e n d a n t  to discon t i n u i n g  

rail o p e r a t i o n s .  T h e s e  cash flows, w h i c h  were all stated in 

c o n s t a n t  dollars, w e r e  d i s c o u n t e d  at the same rate as was used to 

d i s c o u n t  the cash flows in the c o n t i n u e d  rail scenario. The 

p r e s e n t  v a l u e  of these flows was a n e g a t i v e  $ 35,4 30,000 and was 

d e d u c t e d  f r o m  the $ 5 4 , 8 0 0 , 0 0 0  real e s t a t e  value to yield an 

O c t o b e r  1, 1983 fair m a r k e t  value of $ 1 9 , 3 7 0 , 0 0 0  for the 

a l t e r n a t i v e  u s e  scenario.

B a s e d  o n  t h e s e  v a l u a t i o n  studies, U S R A  c o n c l u d e d  that there 

w a s  no p e r s u a s i v e  e v i d e n c e  that a b u y e r  would be w i l l i n g  to pay 

m o r e  than the p r e s e n t  v a l u e  of c o n t i n u e d  r a i lroad ope rat i o n s  for 

the s p e c u l a t i v e  p o s s i b i l i t y  that an e v e ntual c on version of some 

or all of the R a i l r o a d ' s  assets to a l t e r n a t i v e  uses would produce 

g r e a t e r  value. Therefore, U S R A  d e t e r m i n e d  that the fair ma rket 

v a l u e  of the A l a s k a  R a i l r o a d  p u r s u a n t  to S e ction 605(d)(1) of 

A R T A  is $ 2 2 , 2 7 1 , 0 0 0 .



C O N T I N U E D  W A R N I N G S  V A L U A T I O N

The p u r p o s e  of this analysis was to e x a m i n e  the earnings 

which could r e a s o n a b l y  be expected to flow from a continuation o 

rail service. It was based on revenu e and e x pense forecasts 

d e v e l o p e d  by the A l a s k a  R a i l r o a d  along w i t h  a p r o j e c t -  /•< of 

capital r e q u i r e m e n t s  to s u p p o r t  that level of operations.

These f o r e c a s t s  were reviewed and v a l i d a t e d  by USRA staff, 

and adjust m e n t s  w e r e  m a d e  as necessary. The v alid ation process 

included an e x a m i n a t i o n  of h i s t o r i c  p e r f o r m a n c e  levels and 

trends, field inspections, interviews with ra ilr o a d  and other 

k n o w l e d g e a b l e  personnel, and a r eview  of p r o p o s e d  capital 

projects.

In general, the forecasts m a d e  by the R a i l r o a d  were accepted 

as presented. As- d i s c u s s e d  later in this section, a djustments 

were m a d e  to p r o j e c t e d  o p e r a t i n g  expenses for some additional 

m a i n t e n a n c e  of way expenses. A d j u s t m e n t s  w e r e  also made to 

forec a s t e d  p r o d u c t i v i t y  improvements, si nce it was USRA's 

j udgment that a potentia l in vestor w o u l d  be u n w i lling to pay for 

as y et u n d e m o n s t r a t e d  cost reductions. The p r o j e c t e d  capital 

p r o g r a m  was m o d i f i e d  as well.

O t h e r  cost increases r e s u l t i n g  from the transfer of the 

Railroad, i d e n t i f i e d  in detail in the 605(a) report, were also 

r e v i ewed and adjusted. T h e s e  items include legal and 

a d m i n i s t r a t i v e  expenses, tort claims, w o r k i n g  capital and 

e m p l oyee r e t i r e m e n t  obligations. Addit ionally, the cost of 

compli a n c e  wi th Federal O S H A  r e q u i r e m e n t s  and State or local



bu i l d i n g  codes not now a p p l i c a b l e  to the R a i l r o a d  w e r e  e s t i m a t e d  

and included, as well as one-time' t r a n s f e r  costs.

The r e s u l t i n g  m o d i f i e d  revenue, expenses, and capital 

r e q u i r e m e n t s  from o p e r a t i o n s  were r e d u c e d  to a s i n g l e  p r e s e n t  

value as of O c t o b e r  1, 1983.

R e v e n u e

R e v e n u e  is based on an A l a s k a  R a i l r o a d  p a s s e n g e r  and freight 

tr affic f o r e c a s t  for the fiscal y e a r s  1984 through 1989 (see 

T able 3). P a s s e n g e r  r e v e n u e  is p r o j e c t e d  to i n c re ase 59 p e r c e n t  

from fiscal 1984 to 1939, with f r e i g h t  r e v e n u e  risi ng 34 percent. 

Most c o m m o d i t i e s  show a gain o v e r  the p e r i o d  w i t h  only  p e t r o l e u m  

p r o d u c t s  declining. G r a v e l  traffic, w h i c h  has been incr easing 

over the p a s t  several years, is e x p e c t e d  to r e m a i n  at 1983 levels 

as is coal m o v i n g  to local A l a s k a  d e s t i n a t i o n s .  The c o m m o d i t y  

s h o w i n g  the largest increase is p i p e  b e c a u s e  of r e n e w e d  a c t i v i t y  

on the N o r t h  Slope and a g r e a t e r  nee d for r e p l a c e m e n t  pipe.

Of p a r t i c u l a r  i m p o r t a n c e  is the .projection of an e xport coal 

m o v e m e n t  b e g i n n i n g  with a test s h i p m e n t  in 1984. This coal would 

be m o v e d  in unit trains from H e a l y  to the p o r t  of S e w a r d  for 

s h i p m e n t  to Korea. It w o u l d  be h a n d l e d  in s h i p p e r - o w n e d  

e q u i p m e n t  ana w o u l d  r e p r e s e n t  a s i g n i f i c a n t  a d d i t i o n  to the 

R a i l r o a d’s t r a f f i c  base. P l a n n i n g  for this m o v e m e n t  has beer, 

g oing o n  for s o m e  time. However, r e c o g n i z i n g  that the n e c e s s a r y  

port f a c i l i t i e s  have not y e t  been built, the u n c e r t a i n t y  of 

c u rre nt w o r l d  coal m a r k e t s  and the p o s s i b i l i t y  of i n c r eas ed 

costs, U S R A  m o d i f i e d  the R a i l r o a d ' s  f o r e c a s t  by d e l a y i n g  the



e stimated start- up date by one year. We b e l ieve that a 

p r o s p e c t i v e  p u r c h a s e r  would view the uncert a i n t i e s  associated 

with the p r o j e c t e d  expo rt coal m o v e m e n t  as being significantly 

higher than the u n c e r t a i n t y  inherent in other elements of the 

Railro ad's forecast.

N e ither the R a i l r o a d  nor USRA has forec ast any traffic 

improvements that are purely speculative. For example, there are 

major m i ne ral reserve s in the area which are a s ourc e of 

potential new traffic. However, additional facili ties would be 

required, p r o b a b l y  including s ubs tantial ext ens i o n s  of the 

R a i l r o a d’s lines.

All elem e n t s  of r e v enue are s t a t e d  in constant 1983 dollars.

This m eans that the a v e ra ge r e v e n u e  p e r  carload changes only as

traffic (commodity) mix or length of haul changes. It was 

assumed that rate increases will be m a d e  in a timely fashion in 

response to cost increases. To the e x tent that the R a i lr oad 

should prov e unable to do this, o p e r a t i n g  m a rgins would be

reduced from f o r e c a s t e d  levels.

Expense s

U S R A  a d o pted most of the R a i l r o a d ' s  f o r e c a s t  of operating- 

expenses. The most important m o d i f i c a t i o n s  w e r e  additional 

m a i n t e n a n c e  of way  expenses, the p r e v i o u s l y  d i s c u s s e d  adjustment 

to p r o j e c t e d  p r o d u c t i v i t y  improvements, and additional legal and 

a d m i n i s t r a t i v e  e x p ens es a t t r i b u t a b l e  to the transfer itself.



S i n c e  the c o n d i t i o n  of the R a i l r o a d ' s  plant  and equi pment has 

been of majo r c o n c e r n  in the past and could be respon s i b l e  for 

m a j o r  s h i f t s  in e x p e n s e  levels, U S R A  p h y s i c a l l y  inspected 

f a c i l i t i e s  and e q u i p m e n t  as n e c e s s a r y  to make a careful 

a s s e s s m e n t  of f u t u r e  r e q u i r e m e n t s . *

M a i n t e n a n c e  of W a v . The R a i l r o a d  c onsists of a p p r o x i m a t e l y  

650 a c t i v e  track m i l e s  in m a i n  a n d  branch lines, yards and 

sidings. The m a i n  lines from S e w a r d  to F a i r b a n k s  and from 

P o r t a g e  to W h i t t i e r  c o n s i s t  of 115 p o u n d  rail on w o o d  ties. The 

branch line and y a r d  rail g e n e r a l l y  v a ries from 70 to 90 pounds. 

New rail was i n s t a l l e d  on the m a i n  line from 1948 to 1952 to 

o v e r c o m e  d e t e r i o r a t i o n  from h eavy t r a f f i c  during the war.

A l t h o u g h  p r e c i s e  n u m b e r s  are not known, m ajor tie renewals were 

aiso d o n e  at that time. The e x t r e m e l y  large rebuilding- effort 

d urin g that f i v e - y e a r  p e r i o d  a n d  the r e l a t i v e l y  low traffic 

levels s i n c e  hav e r e d u c e d  the s u b s e q u e n t  need for large p r ogram 

e x p e n d i t u r e s  for tie and rail renewal.

In o r d e r  to e v a l u a t e  the R a i l r o a d ' s  c o n d i t i o n  and estimated 

f u t u r e  needs, the p r o p e r t y  was i n s p e c t e d  by o b s e r v i n g  the track 

s t r u c t u r e  and r i d e  q u a l i t i e s  f r o m  trains, hi-rail veh icles and 

s e l e c t e d  w a l k i n g  inspections. S o m e  tie renewal and s u r f acing 

work w a s  o b s e r v e d  in progress, a n d  r e c o r d s  for d e f e c t i v e  rails, 

d e rai lments, s l o w  o r d e r s  and o t h e r  e n g i n e e r i n g  d a t a  w e r e

■*USRA was a s s i s t e d  in thLS a n a l y s i s  by Frank S. K i n g  and Jackson 
R. Bell, e x p e r t s  in r a i l w a y  e n g i n e e r i n g  and equipment.

A s s e t  C o n d i t i o n  a n d  M a i n t e n a n c e  E x p e n s e s



reviewed. This review clear ly s h o w e d  that the R ailroad is 

c u r r ently  in s a t i s f a c t o r y  c o n d i t i o n  to handle present, and 

p r o j e c t e d  traffic levels. In 1982, the R ai lroad's highest 

traffic d e nsity was 8 m i l l i o n  gross tons (MGT) on the 40-mile 

s e gme nt between A n c h o r a g e  and Matanuska. The b a lance of the main 

line h a n d l e d  less than 4 MGT for the year. T h e s e  statistics 

r e fle ct a l o w - d e n s i t y  r a i l r o a d  as c o m p a r e d  with oth er railroads 

w h e r e  densi ty m a y  often be o v e r  40 MGT per year for single track 

lines.

Over the p a s t  three ye ars 1981-83, the R a i lroa d will have 

r e p laced an a v e r a g e  of about 21,000 ties and renewed about 2.75 

track miles of rail per year. The R a i l r o a d  has p r o j e c t e d  some 

increases in p r o g r a m  levels p r e d i c a t e d  on increased traffic, but 

future expense increases are partly, o f f s e t  by p r o j e c t e d  cost 

reductions d u e  to greater e f f i c i e n c y .’

In its analysis, USRA d e t e r m i n e d  . it the m a i n t e n a n c e  of wav 

costs p r o j ected by the R a i l r o a d  s h o u l d  be increased to assure a 

track s t r u cture  adeq uate for the e x p e c t e d  traffic. The magnitude

of this a d j u s t m e n t  varies from about $800,000 a n n ually to nearly
-\

$1.5 m i llio n annually, or a total $10.8 million for the ten 

years, 1984-93. Th is fundi ng will p r o v i d e  for tie replacements 

of 35,000 in 1984 rising to 50,000 by 1990. Rail renewal will 

s i m i l a r l y  increase from a bou t 4.5 track miles in 1984 to 10 track 

miles in 1993. T h e s e  p r o g r a m  increases reflect not only traffic 

growth but also the age of m a n y  ties and much of the rail. Ties 

and rail installed in the p o s t - w a r  period, 1948-52, will have 

p r o v i d e d  forty y e a r s  of s e r v i c e w i t h i n  the next ten^years^ and



this s hould r e q uire increased r e p l a c e m e n t  rates f r o m  current 

levels.

M a i n t e n a n c e  of E q u i p m e n t . The R a i l r o a d  c u r r e n t l y  owns 62 

locomotives, 46 p a s s e n g e r  cars and 1,642 freight cars. In 

addition, various vehicles, m a i n t e n a n c e  and shop e q u i p m e n t  are 

also maintained. T h e  d e m a n d  for e q u i p m e n t  is high t h r o u g h o u t  the 

s u m m e r  d u e  to t o u r ism and the c o n s t r u c t i o n  season. D u r i n g  the 

winter, dema nd is low, p r o v i d i n g  time for p r o g r a m m e d  e q u i p m e n t  

repair. Total e x p e n s e s  in this c a t e g o r y  were a b o u t  $9.5 m i l l i o n  

last year, and they a r e  p r o j e c t e d  to r e m a i n  at a b o u t  that level 

through  1984. A f t e r  that, c o n s i s t e n t  with traffic growth, 

e x p e n s e s  are p r o j e c t e d  to increase each year, r e a c h i n g  $11.5 

m i l l i o n  in 1989.

This projected  s p e n d i n g  s hould be adequate to p r o v i d e  the 

n e c e s s a r y  level of l o c o m o t i v e  o v e r h a u l s  and heavy r e p a i r s  as well 

as r u n n i n g  and heavy repair to f r eight cars. M a i n t e n a n c e  of 

p a s s e n g e r  equipment has also been p r o v i d e d  for,.p r e m i s e d  on the 

c u r r e n t  sched u l e d  le' -?1 of trains.

A p a r t  of the l o c o m o t i v e  fleet is o l d  and e x p e n s i v e  to 

maintain, and much of the f r ei ght car flee t is or s o o n  will be 

over 40 y e a r s  old. However, the overall condition of the fleet 

s h o u l d  i m p rove over t h e  t e n -year p e r i o d  d u e  to the p r o j e c t e d  

a c q u i s i t i o n  of new or g o o d  used l o c o m o t i v e s  and f r e i g h t  equi pment 

as p r o v i d e d  for in t h e  capi tal plan.

T h e  n e e d  for a d d i t i o n a l  or r e p l a c e m e n t  freight c a r s  will have 

to be c o n t i n u a l l y  r e - e v a l u a t e d  as t r a f f i c  develops. T h e  R a i l r o a d



has had some success in getting s h i p p e r s  of bulk commodities to 

o b t a i n  and finance n e e d e d  equipment. Currently one of the major 

gravel s h i ppers provides h opper cars for regular unit train 

moves, and the potential coal e x p orter has agreed to provide net 

only the n e c e ssary  cars, but also the locomotives.

The o p p o r t u n i t y  for a d d i t i o n a l  s h i p p e r  equipment agreements 

will d e p e n d  on future t r a ffic  developments . Surplus freight 

equipme nt in the lower f o r t V - e i g h t  s tates may provide an 

economic al source for some of the R a i l r o a d ' s  future needs. In 

summary, bas ed on the p r o j e c t e d  t r a ffic and expected equipment 

acquisitions, the e x p e n s e  levels p r o j e c t e d  should be adequate no 

only to m a i n t a i n  the c u r r e n t  fleet c o n d ition but to permit some 

improvement.

Fo r e c a s t e d  Capital R e q u i r e m e n t s
a a B M M B M B B B B B a a ^ B M B M ^ B B  ^ B B B B B n B B B B B B M W B B B

Historically, capital s p e n d i n g  has varied widely, and 

g o v e r n m e n t  a p p r o p r i a t i o n s  hav e been required to permit any 

r e a s o n a b l e  capital program. A c c o r d i n g  to data provided by the- 

Railroad, si.^ce 1975, capital s p e nding has ranged from a low of 

$2.8 m i l l i o n  to a high of $11.8 m i l l i o n . *  Uncertain funding and 

re s u lting wide swings f r o m  y e a r  to y e r r  made effective capital 

pl a n n i n g  difficult, o f t e n  leading to l ast-m inute decisions on 

p r o j e c t  approvals.

•Alaska R a i l r o a d  annual r e port s hav e reported capital expenaitur 
totals that included the cost of m a j o r  track work such as tie 
replacement, rail renewal, track surfacing, bridge repairs, etc. 
Un d e r  ICC accounting, t hese costs p r o p e r l y  belong in operating 
expenses. T h e  spending t otals s h o w n  reflect this adjustment.
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The R a i l r o a d  p r o v i d e d  U S R A  with a capital plan averaging 

514 m i l l i o n  a n n u a l l y  f r o m  1984 to 1988 funded by the R a i l r o a d ' s  

cash flow. A fter r e v i e w i n g  that p l a n  and a p r o p o s e d  project 

list, d i s c u s s i o n s  with m a n a g e m e n t  a n d  o n - s i t e  inspections, a 

y e a r l y  a l l o c a t i o n  of 512 m i l l i o n  w a s  c o n s i d e r e d  adequate to 

c o n t i n u e  o p e r a t i o n s  and to h a n d l e  f o r e c a s t e d  traffic growth.

A p p r o x i m a t e l y  half of this a m o u n t  is a l l o c a t e d  for acqui ring 

and u p g r a d i n g  locomotives, cars and o t h e r  equipment. The 

r e m a i n i n g  a m o u n t s  p r o v i d e  for r e h a b i l i t a t i o n  of bridges and 

tunnels, t ra ck c o n s t r u c t i o n  to s e r v e  new and e x i s t i n g  customers, 

s t a b i l i z a t i o n  of the r o a d b e d  in the H e a l y  C a n y o n  and elsewhere, 

r e a l i g n m e n t  w o r k  to r e d u c e  curvature, and other plant 

r e q u irements.

S t a r t - up C o s t s

In A p p e n d i x  L of the 605(a) Report, the S tate of A l a s k a  and 

the D e p a r t m e n t  of T r a n s p o r t a t i o n  i d e n t i f i e d  15 items which they 

c o n s i d e r e d  to be p o t e n t i a l  s t a r t - u p  o b l i g a t i o n s  u nder the Act.

The R e p o r t  c h a r a c t e r i z e d  t h e s e  as "'start-up' responsibilities , 

b e c a u s e  they are new u n d e r t a k i n g s  by the railroad, not p r e v i o u s l y  

imposed on the r a i l r o a d  b e c a u s e  of its Federal status." For the 

mo s t  part, t h e s e  r e s p o n s i b i l i t i e s  a r e  not "one-time"; rather, 

they a f f e c t  o n g o i n g  e x p e n s e s  a nd r e s u l t  from v a ri ous changes in 

ac c e s s  to F e deral g o v e r n m e n t  resour c e s .  USRA treated these 

issues as follows.

(1) V e h i c l e  L e a s i n g . U n d e r  F e d e r a l  ownership, the General 

S e r v i c e s  A d m i n i s t r a t i o n  a s s i g n s  v e h i c l e s  to the R a i l r o a d  for a



m o n t h l y  lease payment which includes maintenance. The State, the 

Depart m e n t  of Transportation, and the G e ner al Services 

A d m i n i s t r a t i o n  have not yet r e s o l v e d  w h e t h e r  the existing leased 

vehicles will be transferred. In the event the Railroad acquires 

the e x i sting  fleet of older leased vehicles, it will be required 

to m a k e  o t h e r  arrange ments for m a i nten ance. USRA deter mined that 

the R a i l r o a d  could most likely c o n t i n u e  to lease vehicles at 

terms and condi t i o n s  equivalent to those c u r r e n t l y  in effect. 

R e g a r d l e s s  of the final outcome, there w o u l d  be no sig nificant 

change in net costs to the R a i l r o a d  for vehicles, and USRA's 

analysi s includes no adjustment to the R a i l r o a d’s projected  

expense s for this item.

(2) Suppl ies and M a t e r i a l s . A f t e r  transfer, the Alaska 

R a i l r o a d  can no longer acquire s u p p l i e s  through Federal 

g o v e r n m e n t  supply depots. However, U S R A ' s  v a l u a t i o n  assumes that 

the p u r c h a s i n g  p o w e r  of the S t a t e - o w n e d  r a i l r o a d  will offset the 

loss of the a b ility to p u r c h a s e  through the Federal government. 

USRA d id include inc reased a d m i n i s t r a t i v e  costs assoc iated with 

an additi onal p u r c h a s i n g  agent.

(3) Leoal F e e s . Currently, m u c h  of the R a i l r o a d ' s  legal work 

is .performed by U n i t e d  States g o v e r n m e n t  attorneys. After 

transfer, this will no longer be the case, and the Railroad will 

have to do m o r e  of its own legal w o r k  as well as retain outside 

counsel. A f t e r  consu l t a t i o n  wit h the A l a s k a  R a i l r o a d  arid with 

others, U S R A  concl u d e d  that an additi o n a l  $600,000 per year is an 

a p p r o p r i a t e  additional cost to factor into the valuation.



(4) A d d i t i o n a l  A d m i n i s t r a t i v e  E x p e n s e . U S R A  has a s sumed 

that, as a result of the loss of c e r t a i n  a d m i n i s t r a t i v e  support 

c u r r e n t l y  p r o v i d e d  by v a r i o u s  F e d eral  agencies, the R a i l r o a d  will 

incur an additi onal annual e x p e n s e  of $ 1 0 8,000 r e p r e s e n t i n g  three 

p e r s o n  y e a r s  to h andle  this work.

(5) Tort C l a i m s . Currently, all tort s e t t l e m e n t s  or awards 

in e x c e s s  of $ 2,500 are paid by the Federal treasury. After 

transfer, these will all be the r e s p o n s i b i l i t y  of the Railroad. 

Ov e r  t he f o u r - y e a r  p e r i o d  1980-83, the Federal t r e a s u r y  p a i d _ a  

total of $288,000, an a v e r a g e  of $ 7 2 , 0 0 0  a year. From this 

e xperience, U S R A  a s s u m e d  an a d d i t i o n a l  a v e r a g e  cost of $ 7 5 ,000 

per year.

(6) W o r k i n g  C a p i t a l . As w i t h  all businesses, the R a i l r o a d  

will r e q u i r e  w o r k i n g  capital. U S R A  a s s u m e d  that none of the 

r e v o l v i n g  fund will be t r a n s f e r r e d  to the S t a t e  b e c a u s e  p r e­

co n v e y a n c e  claims and c o n t i n g e n t  l i a b i l i t i e s  that must be p a i d  

are l i kely to c o nsume the e n t i r e  fund. After r e v i e w i n g  the 

w o r k i n g  capital r e q u i r e m e n t s  of o t h e r  railroads, it was USRA's 

judgmen t that one  m o n t h ' s  w o r t h  of o p e r a t i n g  e x p e n s e s  w o u l d  be 

a d e q u a t e  w o r k i n g  capital for the A l a s k a  Railroad. This a m o unts 

to a p p r o x i m a t e l y  $4.4 milli; , in the first year, varying  o v e r  the 

f o r e c a s t  p e r i o d  as o p e r a t i n g  e x p e n s e s  vary.

(7) L a c k  of A c c e s s  to Federal S u r p l u s  E q u i p m e n t . After 

transfer, the R a i l r o a d ' s  a cc ess to e x c e s s  F e d e r a l  e q u i p m e n t  will 

be g r e a t l y  d iminis hed. In our judgment, this s h o u l d  not increase 

the R a i l r o a d ' s  costs.
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O ) .  A R T A  Sec tion 6 0 4 ( d ) (3) E m p l o y e e  Protection O b i i a a t l o n s . 

Section 6 0 4 (d)(3) requires the S e c r etar y of Tran sportation to 

certify that the State-owned, railroad has established 

a r r a ngements to p r otec t the employees of the railroad for the two 

years immediately following the transfer. This provision 

requires c o n t i n u a t i o n  of current labor agreements, r etention for 

two years of all emplo y e e s  (other than c e rtain officers) who 

elect to transfer  to the Railroad, c o n t i n u a t i o n  of compensation  

at current levels, r e - e m p l o y m e n t  priority, and m a i n t e n a n c e  of 

benefit programs, as well as other items. The essence of these 

provis ions is to c o n tin ue the employees' current status. Since 

the forecast calls for m a i n t a i n i n g  rail operations at current 

levels, USRA a s su med that all p r e s e n t  employees w o u l d’be offered 

jobs by and w o u l d  tr ansfer to the S t a t e - o w n e d  railroad. Since 

USRA's forecast of cash flows also a s s u m e s  the con tinuation of 

current c o m p e n s a t i o n  levels, no p r o t e c t i o n  payments wo uld be 

required under these assump t i o n s . *

(9) S e c t i o n  607 R e t i r e m e n t  O b l i g a t i o n s . ARTA Section 607 

requires that, after  ̂ transfer to the State, the R a i lroad must 

p r ovide r e t i r e m e n t  be nefits s u b s t a n t i a l l y  equivalent to current 

levels for all e m p l oyees who elect to transfer. As stated in the 

605(a) Report, the D e p a r t m e n t  of T r a n s p o r t a t i o n  asked the O ffice 

of Personnel M a n a g e m e n t  (OPM) "to c a l c u l a t e  retirement costs and

*lt, in fact, there are large numbers of employe es.wno elect not 
to transfer, then this could cause s i g n i f i c a n t  disruption s to the 
smooth o p e r a t i o n  of the r a i lroad  which coul d prove to be costly. 
USRA has no w a y  of d i r e c t l y  q u a n t i f y i n g  ei ther the likelihoo d of 
this o c c u r r i n g  or its cost.
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b e n e f i t s  for e x i s t i n g  e m p l o y e e s  who p a r t i c i p a t e  in the Federal

r e t i r e m e n t  s y s t e m  and to p r e p a r e  an e s t i m a t e  of the financial

c o n s e q u e n c e s  if all of those e m p l o y e e s  t r a n s f e r r e d  to the State-

o w n e d  r a i l r o a d  at this time" (605(a) Report, pp. 69-70). The

605(a) R e p o r t  further  states (at p a g e  70) that:

"(i]n p r e p a r i n g  its calcu l a t i o n s ,  O P M  a s s u m e d  that if 
t r a n s f e r r e d .e m p l o y e e s  r e m a i n  in the F e d e r a l  r e t i r e m e n t  s y s t e m  
p u r s u a n t  to S e c t i o n  607(a)(1), the l a n g u a g e  of that p r o v i s i o n  
g o v e r n i n g  the a m o u n t  of the S t a t e - o w n e d  r a i l r o a d ' s  employer 
c o n t r i b u t i o n s  . . . w o u l d  r e q u i r e  the S t a t e - o w n e d  r a i l r o a d  to 
pay, as the e m p l o y e r  c o n t r i b u t i o n ,  29.06 p e r c e n t  of basic 
p a y r o l l  for thos e t r a n s f e r r e d  e m p l o y e e s  into the Federal 
r e t i r e m e n t  fund to fully f u n d  r e t i r e m e n t  b e n e f i t s  that a c c r u e  
f or those e m p l o y e s  a f t e r  transfer. O P M ' s  c a l c u l a t i o n  
a s s u m e s  the c u rre nt s e v e n  p e r c e n t  e m p l o y e e  c o n t r i b u t i o n  w o u l d  
r e m a i n  unchanged.

T h i s  is an incr ease of 22.06 p e r c e n t  over the amount the 
A l a s k a  R a i l r o a d  has c o n t r i b u t e d  as a Federal a g e n c y  and 
r e f l e c t s  the m a n n e r  in w h i c h  the F e d e r a l  r e t i r e m e n t  s y s t e m  is 
n o r m a l l y  funded, w h i c h  for F e deral a g e n c i e s  includes other 
p a y m e n t s  from the U.S. T r e a s u r y . "

T h e  u l t i m a t e  r e s o l u t i o n  of this issue will not occur until 

a f t e r  the d a t e  of this report. Indeed, in the 605(a) Report, the 

D e p a r t m e n t  of T r a n s p o r t a t i o n  and the S t a t e  of A l a s k a  a ckno wledge 

that an " a c c urate e s t i m a t e  of the r e t i r e m e n t  o b l i g a t i o n s  that 

w o u l d  be impos ed on the S t a t e - o w n e d  r a i l r o a d  p u r s u a n t  to Section 

607(a) c a n n o t  be c a l c u l a t e d  at this time." However, for purposes 

of c o m p l e t i n g  this v a l u a t i o n  in a t imel y manner, U S R A  has been 

r e q u i r e d  to m a k e  a s s u m p t i o n s  as to the c o s t  of this p r o v i s i o n  to 

the Railr oad.

U S R A ' s  a n a l y s i s  a s s u m e s  that all p e r m a n e n t  e m p l oyees w o u l d  

t r a n s f e r  to the S t a t e - o w n e d  r a i l r o a d  a n d  w o u l d  be included in a ^  

p l a n  that will h a v e  an annual  cost to the R a i l r o a d  e q u i v a l e n t  tc 

the cost that O P M  has s u g g e s t e d  —  that is, a 22.06 percent



additional c o ntributio n over and above  the 7 percen t contribution 

which the R a i lroad is currently paying. USRA assumed all new 

employees hired after the da te of the transfer would be covered 

under a new p e n sion plan that w ould r e q u i r e  the Railroad to 

c o n t r i b u t e  12 percent of the new employees' base salary.

USRA's analysis  of the additional p e nsion costs used the 

actuarial base developed by O P M  w h i c h  listed current employees, 

by sex, for each year until the last R a i l r o a d  employee currently 

in the Federal retirement s y s t e m  has left the payroll. These 

data w e r e  costed using the 1983 a v e r a g e  w a g e  levels to y ie ld the 

total wage b a s e  for each year. This w a g e  base was m u l t i p l i e d  by 

an additional 22.06 percent to a rrive at the additional pension 

costs.

As each curre nt employee leaves the payroll, USRA assu med a 

replacement, w o u l d  be added, but that the rep lacement's pension 

expense  would be only 5 percent in a d d i t i o n  to the current 

7 p e rcent contribution. This a p p r o x i m a t e s  the c o n tribut ion now 

required for e mployees of the State. T hese cash flows were  then 

included with all other expenses, a nd the first 10 years of 

additiona l p e n s i o n  expense is shown on T a b l e  3.

Th e  D e p a r t m e n t  of T r a n s p o r t a t i o n  and the State ack nowledge 

that "the exact number of employees who will transfer and the 

value of their retirement benefits will not be known until the 

d a t e  of Transfer". Thus, the a s s u m p t i o n s  which USRA has made 

could be s i g n i f i c a n t l y  d i f f e r e n t  from the actual outcome.

However, we b e lieve the e s t i m a t e  p r o v i d e d  by our assumptions are
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r eason a b l e  and fair to both the Federal g o v e r n m e n t  and the State, 

as well as to any other buyer.

(10) S e c t i o n  607 S e v e r a n c e  O b i i u a t i o n s . T h e  s everance 

o b l i g a t i o n s  imposed upon the R a i l r o a d  by S e c t i o n  6C7 of the Act 

r e q u i r e  the R a i l r o a d  to pay c e r t a i n  c o m p e n s a t i o n  to employee s 

w h o s e  e m p l o y m e n t  is t e r m i n a t e d  w i t h o u t  cause  d u r i n g  the first two 

years after transfer. B e c a u s e  of the a c t i v i t y  levels forecasted, 

we h a v e  a s s u m e d  that no e m p l o y e e s  will fall into this c a t e g o r y  

and, therefore, no upward a d j u s t m e n t  to the R a i l r o a d ' s  p r o j e c t e d  

o p e r a t i n g  e x p e n s e s  is necessary.

(11) N o n - A v a i l a b i l i t v  of S t a t u t o r y  E x e m o t i o n s  if the R a i l r o a d  

Ceases to b e  a S t a t e  I n s t r u m e n t a l i t y . If, a f t e r  transfer, the 

R a i l r o a d  c eases  to be an i n s t r u m e n t a l i t y  of the State, then the 

R a i l r o a d  w o u l d  lose its e x e m p t i o n  from Federal income taxes, the 

R a i l r o a d  R e t i r e m e n t  Act, the Rai.lway L a b o r  Act, and. the Federal 

E m p l o y e r ' s  L i a b i l i t y  Act. B e c a u s e  of the n a t u r e  of the p r o j e c t e d  

cash flows, no tax liability w o u l d  a c c r u e  even if a private 

purchaser, a nd not the State, a c q u i r e d  -the R a i l road. USRA also 

a s s u m e d  that t h e r e  w ould be no s i g n i f i c a n t  c h a n g e s  in cash flow 

if the labor r e l a t e d  statutes w e r e  applied. Therefore, we h a v e  

m a d e  no a d j u s t m e n t s  for these p r o v i s i o n s .

(12) S e c t i o n  6 0 8 (a)(1) A n t i t r u s t  A p p l i c a b i l i t y . After 

transfer, the e x e m p t i o n  which the R a i l r o a d  e n j o y s  from c e rtain 

a n t i t r u s t  laws will be lost.- W h i l e  t h i s  m a y  b e c o m e  an issue in 

the future that could a d v e r s e l y  a f f e c t  the R a i l r o a d ' s  revenues, 

USRA has no w a y  of q u a n t i f y i n g  w h a t  the l o n g - r a n g e  effect m i g h t  

be.
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(13) ICC R e g u l a t i o n . C u r r e n t l y  the R a i l r o a d  is subject only 

to partial regul a t i o n  by the ICC u n d e r  E x e c u t i v e  O r d e r  12434. 

A f t e r  transfer, ARTA Section 608(a) provi d e s  that the Railroad 

will be f u l l y  regulated by the ICC in a manner s i mi lar to other 

r a i l r o a d s  of the same class (most likely Class II). While there 

will be some additional costs,'t hey are not s i g n i f i c a n t  enough to 

quantify- separately. However, as p r e v i o u s l y  stated, upward 

a d j u s t m e n t s  w e r e  made to both legal and other a d m i nistrativ e 

c o s t s  to c o v e r  these as well as o t h e r  contingencies.

(14) C o m n l l a n c e  With Various S a f e t y  Statute s and R e g u l a t i o n s . 

U S R A  c o n s i d e r e d  three s e p arate c a t e g o r i e s  of pot ential expenses, 

—  05HA, S t a t e  and local building codes, and facility  condition.

* O S H A . B a s e d  on an updated study, p r o vided by the Alaska

Railroad, w hich indicates a p p r o x i m a t e l y  52.5 million

additi onal f u n ding will be r e q uired to e l i m i n a t e  the 

r e m a i n i n g  deficiencies, we have  included 5500,000 per 

y e a r  for five years. These funds will be utilized to 

c o r r e c t  p r o b l e m s  associated with buildings, facilities 

a n d  e q u i p m e n t  beyo nd e x p e n d i t u r e s  budge t e d  elsewhere.

* S t a t e  and Local Building C o d e s  and E x i s t i n g  Condition of

F a c i l i t i e s . A recent r eport p r e p a r e d  for the State 

e s t i m a t e d  the total cost to correct b u i lding 

d e f i c i e n c i e s  to be about $85 million. Condition 

p r o b l e m s  a c c o u n t e d  for a bout 62 p e rcent or 553 million 

w i t h  the b a l a n c e  of $32 m i l l i o n  being related to code 

violations. Repairs, a d d i t i o n s  or r e placement costs



w e r e  based on brin g i n g  the e x i s t i n g  b u i l d i n g s  into 

compliance, r e g a r d l e s s  of c u r r e n t  use.

In the future, the R a i l r o a d  will have to correct 

some c ode v i o l a t i o n s  and i m p r o v e  the c o n d i t i o n  of some 

buildings. However, the R a i l r o a d  will c e r t ainly concu 

a c a reful r e v i e w  of c u r r e n t  a n d  f u t u r e  rai lroad 

o p e r a t i n g  needs b e f o r e  a ny large e x p e n d i t u r e s  are m a d e  

S o m e  b u i l d i n g s  are no longer required, and some 

c o n s o l i d a t i o n s  m a y  be possible. If r e p l a c e m e n t  is 

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

m i g h t  be adequate. The R a i l r o a d  c u r r e n t l y  has an o n­

go i n g  p r o g r a m  to c o r r e c t  s o m e  of t h e s e  d e f i cien cies, 

addition, there is so me o v e r l a p  w i t h  the funding 

r e q u i r e d  to c o r r e c t  O S H A  d e f i c i e n c i e s  r e p o r t e d  e a r l i e r  

A f t e r  c o n s i d e r a t i o n  of these factors, d i s c u s s i o n s  w i t h  

th e  R a i l r o a d  and the State, and o n - s i t e  inspections, t 

f o l l o w i n g  f uture n e e d s  w e r e  c o n s i d e r e d  r e a s o n a b l e  and 

a r e  r e f l e c t e d  in U S R A ' s  analysis:

B u i l d i n g  c o d e  d e f i c i e n c i e s  —  an a l l o c a t i o n  of $1 

m i l l i o n  p e r  year  for ten y e a r s  for a total of 315 

million. T h i s  a llo ws for items s u c h  as fire 

separation, fire r e s i s t a n c e  in wall coverings, 

ventilation, lighting, e l e c t r i c a l  d e f i c i e n c i e s ,  

h a n d i c a p p e d  access, and o t h e r  c o d e  relat ed items. 

C o n d i t i o n  d i s c r e p a n c i e s  —  J u s t i f i e d  p r o j e c t s  in 

this c a t e g o r y  w o u l d  be funded u n d e r  the Railroad' 

n o r m a l  capital b u d g e t i n g  process. As d i s c u s s e d
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pr e v i o u s l y  in this section, this total budget is 

forecast ai. $12 mil lion par ye ar for ten years.

(15) T ra nsition E x p e n s e s . Upon transfer to the State, there 

will be certain o n e - t i m e  costs that will have to be incurred.

These wou ld include such things as legal costs, filing fees, 

consulting fees and a d m i n i s t r a t i v e  costs as well as costs to the 

Ra i lr oad ranging from remarking eq uipment to indicate the new 

o w n e rship to print i n g  stationery. We e s t i m a t e  these o n e - t i m e  

costs to be $1,750,000.
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Table 3

ALASKA RAILROAD A D J U S T E D  CA S H  FLOW F ORECAST FOR RAIL O PERATIONS
1984-1993
($ IN 000)
C O N S T A N T  1983 $

ITEM 1984 1985 1986 1987 1S88 1989 1990 1991 1992 1993

RR F O RECAST REV. * 
RR F O RECAST EXP. 

NET CASH

56746
46590
10156

64106
50130
13976

65446
50790
14656

67806
51390
15416

70186
51990
10196

72656
52610
20046

72656
52610
20046

72656
52610
20046

72656
52610
20046

72656
52610
20046

ADJUST RR FORECAST
EXPORT C O A L 0 -1750 -250 0 0 0 0 0 0 0
PRODUCTIVITY -580 -624 -632 -639 -647 -654 -654 -654 -654 -654
MOW ADJUSTMENT -1220 -810 -050 -870 -1010 -1050 -1150 -1110 -1270 -1440
CAPITAL EXPENDED -12000 -12000 -12000 -12000 -12000 -12000 -12000 12000 12000 -12000

ADJ. RR FORECAST -3644 -1208 924 2907 4539 6342 6242 6282 6122 5952

STARTUP COSTS
PENSIONS -4514 -4316 -4145 -3967 -3821 -3675 -3524 -3377 -3225 -3079
CODE CONFORMITY -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500 -1500
ADD'L LEGAL FEES -600 -600 -600 -600 -600 -600 -600 -600 -600 -600
OSIIA -500 -500 -500 -500 -500 0 0 0 0 0
TORT CLAIMS -75 -75 -75 -75 -75 -75 -75 -75 -75 -75
OTHER EXPENSES -100 -108 -100 -108 -100 -100 -108 -100 -100 -100
WORKING C A P I T A L -4377 -95 -160 -57 -49 -42 4 16 -1 -2
ON E  TIME STARTUP -1750 • 0 0 0 0 0 0 0 0 0

TOT A L  STARTUP -13424 -7194 -7096 -6007 -6653 -6000 -5803 -5644 -5509 -5364

ADJUSTED CASH
1

-17060 -0402 -6172 -3900 -2114 342 439 630 613 500

*'DOES NOT INCLUDE REAL ESTATE L E A S E S , DOES INCLUDE MISCELLANEOUS LEASES SUCH AS WIRE AND PIPE EASEMENTS
OP $296. REAL ESTATE LEASES ARE T R E A T E D  SEPEHATELY.



Present V a l u e  of F u t u r e  Cash Flows

As previous ly d iscussed, the fair market value of the Alaska 

Ra i l r o a d  is the amount w h i c h  the S t a t e  wo uld have to p a y  to 

o u t b i d  (e.g., by one dollar) any c o m p e t i n g  potential purchaser.

To d e t e r m i n e  the m a x i m u m  bid of a c o m p e t i n g  n on-government 

purchaser, the e s t i mated fu ture cash flows must be d i s c o u n t e d  zo 

p r e s e n t  values at a r a t e  equal to the cost of capital that the 

p r i v a t a  purchaser w o u l d  employ in v a l u i n g  this railroad.

In a r r iving  at a w e i g h t e d  a v e r a g e  cost of capital to use as 

the d i s c o u n t  rate in t h i s  valuation, numerous factors w e r e  

considered. Among t h e s e  w e r e  r a i l r o a d  debt-equity ratios, the 

cost of debt, the a v e r a g e  real r e t u r n  on equities, and ri sk 

p r e m i u m s  used in other rail valuations. The resulting constant 

d o l l a r  d i s c o u n t  rate w a s  then c o m p a r e d  to discount r a t e s  used in 

various- o t h e r  railroad r e l a t e d  v a l u a t i o n s  as well as to the cost 

of capital for the n a t i o n ' s  r a i l roads as found by the ICC in 

Ex Parte 436. These c o m p a r i s o n s  s e r v e d  as a check on t h e  

r e a s o n a b l e n e s s  of the r a t e  used in the Alaska Railroad valuation.

U S R A  determin ed that the a p p r o p r i a t e  constant d o l l a r  discount 

rate to u s e  in this a n a l y s i s  was 16 p e r c e n t  as applied t o  the 

p r o j e c t e d  cash flows e x p r e s s e d  in c o n s t a n t  dollars.* T h e

*This d i s c o u n t  rate is n o t  c o m p a r a o l e  to the race used in tne 
real e s t a t e  analyses for two reasons: (1) As noted above, the
c o n t i n u e d  earnings v a l u a t i o n  was p e r f o r m e d  in constant dollars.
In contrast, the real e s t a t e  a n a l y s i s  con sid e r e d  the e f f e c t s  of 
a p p r e c i a t i o n  in value of the real property, and was p e r f o r m e d  in 
inflate d dollars. (2) D i f f e r e n t  s p ecia l considerations w e r e  
r e l e v a n t  to the real e s t a t e  a n a lysis than to the continued 
ea r n i n g s  valuation. —  '



d e v e l o p m e n t  of this d i s c o u n t  rate r e q u i r e d  weighing the special 

c o n s i d e r a t i o n s  attendant to the A l a s k a  Railroad. E l e m e n t s  of 

these s p e ci al c o n s i d e r a t i o n s  include:

* T h e  possibility o f  not r e a l i z i n g  cash flows that, in
turn, are based o n  estimates, not on historical 
evidence,

* T h e  change from F e d e r a l  owners h i p ,

* * The onset of fu ll r e g u l a t i o n  by the ICC upon t h e  change
in ownership, a n d

* The u ncert a i n t i e s  on the w o r l d  e n e r g y  markets.

M e a s u r i n g  Potential A l t e r n a t i v e  Use V a l u e

To m e a s u r e  the p o s s i b l e  a l t e r n a t i v e  use value of the A l a s k a  

R a i l r o a d ' s  a s s e t s  under t h e  terms and c o n d i t i o n s  of ARTA, U S R A  

h y p o t h e s i z e d  that, b e g i n n i n g  in the e l e v e n t n  year, there w o u l d  be 

an i m m e d i a t e  cessation of a l l  rail o p e r a t i o n s  to permit t h e  

R a i l r o a d ' s  op erating a s s e t s  to be p l a c e d  in their highest and 

best a l t e r n a t i v e  uses.* T o  a s s e s s  the e f f e c t  of such an o p t i o n  on 

value, U S R A  pe rfo r m e d  the f o l l o w i n g  analyses.

*In d e t e r m i n i n g  possible a l t e r n a t e  uses for the Railroad's real 
estate, it wa s USRA's j u d g m e n t  that it w o u l d  be highly 
s p e c u l a t i v e  to assume that a n y  o p e r a t i n g  real estate c o u l d  be 
o t h e r w i s e  d e v e l o p e d  under a c o n t i n u e d  o p e r a t i o n s  scenario, 
p a r t i c u l a r l y  d u r i n g  the e a r l y  y ears f o l l o w i n g  transfer to t h e  
State. N o t  o n l y  would s u c h  d e v e l o p m e n t  r e q u i r e  relocation of 
e x i s t i n g  y a r d s  or other f a c i l i t i e s ,  but it is also u n c e r t a i n  that 
any m a j o r  redevelopment p l a n  could e a s i l y  o b t a i n  the r e q u i r e d  
a p p r o v a l s  of various d i s p a r i t e  interests. Further, any 
a s s e m b l i n g  of operating a n d  n o n - o p e r a t i n g  real estate w o u l d  most 
likely  be a f f e c t e d  by e x i s t i n g  leases. In light of these f a c t o r s  
w h i c h  w o u l d  a f f e c t  both the t i ming and c o s t s  of any p a rtial  
a l t e r n a t i v e  development of t h e  o p e r a t i n g  real estate, U S R A  
c o n c l u d e d  that its c o n s i d e r a t i o n  of the a l t e r n a t e  use v a l u e  of 
these p a r c e l s  in a l i q u i d a t i o n  s c e n a r i o  a f t e r  ten years w a s  a 
fair m e t h o d  of measuring t h e i r  value for o t h e r  purposes.
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Rail O p e r a t i o n s

If the A l a s k a  Railroad w e r e  p l a n n i n g  to totally cease 

operations, it might well cut back d r a m a t i c a l l y  on all its 

expenses b e f o r e  the eleventh year. It is also true that s h i p p e r s  

would begin to find a lterna tive m o d e s  of transportation; 

consequently, the Railroad's r e v e n u e s  would also drop 

d ramatically. For purposes of this analysis, w e  have assumed 

that revenues would  drop by t h e  s a m e  d ollar  amount per year as 

expenses. W e  have used the c a s h  flows generated  by the Railroad 

for the c o n t i n u e d  operations s c e n a r i o  (as adjusted  by USRA) as 

being r e p r e s e n t a t i v e  of the c a s h  flows that the Railroad would 

gener a t e  in the liquidation scenario.

L abor P rotec t i o n

As a r e s u l t  of d i s c o n t i n u i n g  rail operations, U S R A  has 

a s s u m e d  that there would be i m p o s e d  on the owners of the Alaska 

R a i l r o a d  labor protection c o n d i t i o n s  similar to those commonly 

known as "New tfork Dock". T h e s e  condi t i o n s  esse ntially require 

e m p l o y e e s  (depending on seniority) to be paid their full salary 

and b e n e f i t s  for six years, u n l e s s  they find oth er jobs. In the 

c a s e  w h e r e  an e m p l o y e e  finds a n o t h e r  job at a lower rate of p a y  

than the o n e  he had on the railroad, that employee is entitled to

the d i f f e r e n c e  in p a y  between his new job and w h a t  he received or.

h is old job. P r o t e c t e d  employees also have the o ption  of taking 

a o n e - t i m e  lump sum payment e q u i v a l e n t  to one year's pay.

In ord er to ca lculate the c o s t  to the State of these labor

p r o t e c t i o n  conditions, U S R A  assuni#d t h at- all n a r m i n n f



w o u l d  be e l i g i b l e  to r e c e i v e  labor p r o t e c t i o n  payments. Of these 

employees, b a s e d  on the c u r r e n t  age p r o f i l e  of the Railroad' s 

employees, U S R A  a s s u m e d  that (1) all those 55 and older would 

c h o o s e  to retire, (2) 25 p e r c e n t  of the eligi b l e  employees would 

take the lump s u m  s ettlemen t, and (3) 25 p e r c e n t  of the remaining 

w o r k  f orce w o u l d  find new e m p l o y m e n t  each year.



F A C I L I T I E S  AND E Q U I P M E N T  ASSETS'

U S R A  s e l e c t e d  Frank S. King and J a c k s o n  R. Bell, experts in 

r a i l w a y  e n g i n e e r i n g  and equipment, to a ssist in d eterm ining the 

a l t e r n a t i v e  use value of the R a i l r o a d ' s  facilities  and equipment; 

they d e t e r m i n e d  the net va lue that c o u l d  be r e a l i z e d  from 

d i s p o s i t i o n  of these a sse ts taking into c o n s i d e r a t i o n  all of 

A R T A ' s  terms and conditions. T heir analy s i s  is d e s c r i b e d  in 

g r e a t e r  d e t a i l  in their report to USRA.

U S R A  f i r s t  a s s e m b l e d  and v a l i d a t e d  the R a i l r o a d ' s  inventories 

of track, equipment, and other facilities. T h e s e  assets include 

'approximately 650 track m i l e s , *  y a r d s  and port facilities, shops, 

buildings, bridges, c o m m u n i c a t i o n s  facilities, 1,642 freight 

cars, 46 p a s s e n g e r  cars and 62 locomotives, as well as 

m a i n t e n a n c e  and shop machinery. Physical inspections were made 

as r e q u i r e d  to d e t e r m i n e  the c o n d i t i o n  of the a ssets,** and a 

d e t e r m i n a t i o n  was m a d e  as to which asset categories would be sold 

as scrap  and which could be sold to o t h e r s  for re-use.

*This f i g u r e  r ep resents the total of ail the Ra ilro a d ' s  track 
includi ng n ot only its 46 0-mile m a i n  line from Seward to 
Fairbanks, but also its branc h lines as well as passing tracks 
and y a r d  tracks.

* *USRA also relied on this condition a s s e s s m e n t  to determine the 
R a i l r o a d ' s  m a i n t e n a n c e  and capital r e q u i r e m e n t s  for use in 
d e t e r m i n i n g  the R a i l r o a d ' s  con tinued o p e r a t i o n s  value, previously 
discussed. '     *---------------- --------- -



U S R A  e s t i m a t e d  the range of m arke t p rices for r esale and for 

scrap, d i s m a n t l i n g  costs, s h i p p i n g  costs from Alaska, and costs 

to c o m p l y  w i t h  e n v i r o n m e n t a l  or other r e g u l a t i o n s . *  In making 

these e stima t e s ,  U S R A  c o n s i d e r e d  vari ous m a r k e t  dat a such as the 

d e m a n d  for s c r a p  and the s u p p l y  and d e m a n d  for used railroad 

e q u i p m e n t  and used rail.

S i n c e  A R T A  r e q u i r e s  that the S tate m u s t  c o n t i n u e  to oper ate 

the r a i l r o a d  for at least ten years or s u f f e r  reversion, the 

s t a t e  c o u l d  n ot r e alize  any a l t e r n a t e  v a l u e  fr om liquid a t i n g  

t h e s e  a s s e t s  until ten years after t r a n s f e r . * *  USR A e s t i m a t e d  

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

2 1/2 years, b e g i n n i n g  in 1994 and f i n i s h i n g  in 1996.

U S R A  d e t e r m i n e d  that the net p r o c e e d s  from sale of the 

■Railroad's track and f a c i l i t i e s  plus its e q u i p m e n t  w o uld be 

$11.6 m i l l i o n  in 1983 c o n s t a n t  dollars.

* U S R A  w a s  a s s i s t e d  in these a r e a s  by Mr. M i c hael V. Cody.

**Indeed, b a s e d  on the R a i l r o a d’s forecast, the p o s i t i v e  e a r n i n g s  
p r o j e c t e d  for 1994 and later years, if realized, w o u l d  prevent 
the R a i l r o a d  f r o m  o b t a i n i n g  a u t h o r i t y  to a b a n d o n  under the 
a p p l i c a b l e  p r o v i s i o n s  of the I n t e r s t a t e  C o m m e r c e  Act. This 
r e p r e s e n t s  a m a j o r  u n c e r t a i n t y  that any p u r c h a s e r  would weigh 
h e a v i l y  b e f o r e  p a y i n g  a p r i c e  b ased in p a r t  on a sset values to be 
r e c e i v e d  m a n y  y e a r s  in the f u t u r e  and o n l y  if rail opera tions 
c o u l d  be d i s c o n t i n u e d .



R E A L  E S T A T E  A S S E T S

U S R A  s e l e c t e d  Jackso n - C r o s s  Company, a na tionwide real estate 

appraisal firm, to assist in valuing the A l a s k a  R a i l r o a d’s real 

estate assets. J a c k s o n - C r o s s  d e t e r m i n e d  the p r esent value, as of 

O c t o b e r  1, 1983, of the Railro ad's real estate taking into 

c o n s idera tion all of ARTA's terms and conditions. Their analysis 

is descr i b e d  in g r eat er detail in their appraisal report to USRA.

To consider the A R T A  Section 610(a) requir e m e n t  that the ' 

State must c o n tinue to o p e rate the r a i l r o a d  for at least ten' 

years or suffer reversion, USRA instructed  J a c k s o n - C r o s s  to 

consider the A l a s k a  R a i l r o a d ' s  real e s tate assets in two 

categories:

* "Non-o oer atinq" p r o p e r t y  —  land w h i c h  is not necessary 
for the railroad's operations. This is essentially real 
estate w h i c h  is leased to third parties, or which is 
a v a i l a b l e  for development.

* "Operating" property —  all o t h e r  property, such as the 
rignt-of-way, yards and other facilities, including the 
port f a c i l i t i e s  at W h i t t i e r  and Seward.

Because the R a i l r o a d ' s  "non-operating" p r o p e r t y  is not required

for rail operations, it is not a f f ected  by the continued  rail

o p e r ation requirement. However, b e c a u s e  of A R T A ' s  restrictions,

USRA a s s ume d that no value could be r e a l i z e d  from alternate use

of the R a i l r o a d ' s  o p e r a t i n g  real e state until ten years after

transfer to the S t ate.* J a c k s o n - C r o s s  was instr u c t e d  to determine

*In same locations, the R a i lroad is p r e s e n t l y  earning income from 
e asements or p e rmits on operating  p r o p e r t y  w h i c h  do not interfere 
with rail operations. This income was c o n s i d e r e d  in USRA's

(Continued)



(1) the p r e s e n t  value of the cash flow w h i c h  can r e a s o n a b l y  be

p r o j e c t e d  f r o m  c o n t i n u e d  d e v e l o p m e n t  of the R a i l r o a d ' s  ncn-

o p e r a t i n g  real estate, and (2) the p r e s e n t  v a l u e  of the cash f l o w  

w h i c h  c o u l d  r e a s o n a b l y  be p r o j e c t e d  from a l t e r n a t e  use of the 

R a i l r o a d ' s  o p e r a t i n g  real e s t a t e  b e g i n n i n g  ten years a ft er 

transfer.

Most of the A l a s k a  R a i l r o a d ' s  real p r o p e r t y  not r e q u i r e d  for 

rail o p e r a t i o n s  is c u r r e n t l y  leased to others, and there w a s  no 

r easo n to a s s u m e  that a p u r c h a s e r  of the p r o p e r t y  w o u l d  c h a n g e  

this p r a c tice. Jack so n - C r o s s ,  therefore, b a s e d  its a p p r a i s a l  

upon the a s s u m p t i o n  that the R a i l r o a d ' s  real e sta te w o u l d  be

leased r a t h e r  than sold. To the extent that any c u rrent rents

are b e l o w  m a r k e t  levels, the lease a s s u m p t i o n  e x p l i c i t l y  

c o n s iders that fact. U S R A  a s s u m e d  that the S t a t e  will be 

r e q u i r e d  to honor  the terms and condi t i o n s  of these leases. They 

w e r e  t h o r o u g h l y  r e v i e w e d  and analyzed, and U S R A  has c o n s i d e r e d  

their e f f e c t  in d e t e r m i n i n g  the value of the R a i l r o a d ' s  real 

estate.

J a c k s o n - C r o s s  then a s s u m e d  that, except as p r e v e n t e d  by 

e x i s t i n g  leases, rents w o u l d  be set at m a r k e t  levels. It

(Continued)
c o n t i n u e d  o p e r a t i o n s  valuation. As d i s c u s s e d  later, the R a i l r o a d  
lacks clea r t itle to much of the r i g h t - o f - w a y  so that it w o u l d  no 
longer be e n t i t l e d  to income from such p r o p e r t y  upon c o n v e r s i o n  
to a l t e r n a t e  uses. As to r i g h t - o f - w a y  p r o p e r t i e s  w h e r e  the State 
will a c q u i r e  c l e a r  title  und er ARTA, it w a s  not c o n s i d e r e d  
f e a s i b l e  to a t t e m p t  to a s c r i b e  any s e p a r a t e  v a l u e  to this 
p o t e n t i a l  income, s i n c e  the h i g h e s t  and b e s t  a l t e r n a t e  use m ight 
well e i t h e r  (1) p r e c l u d e  the c o n t i n u a n c e  of the e a s e m e n t  or 
p e r m i t  or (2) r e s u l t  in the lessee, rathe r than the fee owner, 
c o l l e c t i n g  s u c h  e a s e m e n t  or p e r m i t  income.



e s t i m a t e d  the n et revenues that most likely would be realized 

from a normal leasing and m a n a g e m e n t  p r o g r a m  as well as the 

pe r i o d  of time an investor w o u l d  p e r c e i v e  as necessary to realize 

those net revenues. J a c k s o n - C r o s s  then discounted these 

p r o j ected net reven ues to consider the cost of money over time 

and the risk of u n c e r t a i n t y  that those proje cted net revenues 

would, in fact, be r ealize d.*

USRA c l a s s i f i e d  tha R a i l r o a d ' s  real estate i n t o ’"non- 

operating'1 and "operating" b ased  on c u rrent  railroad operational 

requir e m e n t s  with reason a b l e  e s t i m a t e s  for operational expansion. 

All land p r e s e n t l y  l e a s e d  to o t h e r s  w a s  class i f i e d  as non­

operating, in cluding lands leased to tenants who are also 

shippers on the railroad.

There is no d e f i n i t i v e  inventory a v a i lable of exactly what 

constitu tes the p r o p e r t y  of the A l a s k a  Railroad. USRA  c o m p iled 

maps from the R a i l r o a d ' s  records to c o r r e s p o n d  with an inventory 

estim a t e  w hich had been p r e p a r e d  by the Dep art m e n t  of 

T r a n s p o r t a t i o n  in 1981. Addit i o n a l  inventory information was 

c o n t a i n e d  in. the 605(a) Report. However, d e spite the best 

ef forts of all p a r t i e s  involved to a s s e m b l e  w h a t e v e r  inventory 

data are available, su bsta n t i a l  q u e s t i o n s  still remain.

*In practice, the lease a s s u m p t i o n  p r o d u c e s  the same value as an 
assump t i o n  that the real e state w o u l d  have been sold over a 
pe r i o d  of years, s u b j e c t  to the e x i s t i n g  leases. This is because 
the prices investor(s) w o u l d  be w i l l i n g  to pay are a function of 
the rental income that could be earned, taking into consideration 
both p r esent r ents and p r o j e c t e d  f u ture rent increases.
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Most n o t a b l e  of these q u e s t i o n s  is the d e f i n i t i o n  of exa ctly 

w h a t  rights will u l t i m a t e l y  be c o n v e y e d  to the S t a t e  of Alaska. 

D e p e n d i n g  on f u t u r e  a d j u d i c a t i o n  or n egotiation, there are many 

instances w h e r e  the State m a y  r e c e i v e  less than fee title to 

p o r t i o n s  of the A l a s k a  R a i l r o a d ' s  real estate, p a r t i c u l a r l y  its 

right-of-way.  E x h i b i t  1 to the 605(a) R e p o r t  s u m m a r i z e s  existing 

c l a i m s  a g a i n s t  the property. A c c o r d i n g  to that exhibit, p r e p a r e d  

by the A n c h o r a g e  o f f i c e  of the B u r e a u  of Land Management, more 

than half of the A l a s k a  R a i l r o a d ' s  r i g h t - o f - w a y  p a s s e s  through 

lands w h i c h  w e r e  p a t e n t e d  to p r i v a t e  p a r t i e s  or to the State 

w i t h o u t  a s p e c i f i c  r e s e r v a t i o n  for the R a i l r o a d ' s  r i g h t - o f - w a y . *

In a l i m i t e d  n u m b e r  of areas, m i n i n g  c l a i m s  have also been filed ^  

w h i c h  are n e a r  to or e n c r o a c h  upon the right-of-way. Further, in 

o t h e r  locations, A R T A  p r o v i d e s  that the S t a t e  will only receive 

an "exc lusive use easement" to c e r t a i n  p o r t i o n s  of the right-of- 

way.

Therefore, in an a l t e r n a t i v e  use scenario, the R a i l r o a d  w o u l d  

have no legal interest to trans f e r  in c o n s i d e r a b l e  p o r t i o n s  of 

its r i g h t-of- way. A c c o r d i n g l y ,  in d e t e r m i n i n g  the value of the 

R a i l r o a d ' s  o p e r a t i n g  real e s t a t e  for a l t e r n a t e  uses after ten 

years, J a c k s o n - C r o s s  was i n s t r u c t e d  not to include value for any 

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

‘*Of a total of 619.11 m i l e s  of r i g h t-of-wa y, 142.34 miles have 
been p a t e n t e d  to individual s; 137.87 m i l e s  have b e e n  p a t e n t e d  to 
the State; and 91.25 m i l e s  h a v e  been t e n t a t i v e l y  a p p roved for. 
p a t e n t  to the S t a t e  upon survey. An a d d i t i o n a l  85.92 miles have 
been s e l e c t e d  by the State, and a n o t h e r  1.3 m iles a p pear to have 
b e e n  p a t e n t e d  to both p r i v a t e  p a r t i e s  and to the State.



operations. Further, because clear title e x i s t e d  for very little 

of the right-of-way, J a c k s o n - C r o s s  was also instructed not to 

consi d e r  "corridor value" for the A l a s k a  R a i l r o a d ' s  right-of-way 

in its a l t e r nate use determination.

Additionally, signif i c a n t  p o r t i o n s  of the right-of-way, as 

well as certain parcels  of land a d j a c e n t  to or away from the 

right-of-way, are subject to claims under the A l a s k a  Native 

C l a i m s  Settl e m e n t  Act of 1971 (ANCSA) and the 1906 Native 

A l l o t m e n t  Act. These claims will npt- hav e been s e ttle d prior to 

the issuance of this report. It is not p o s s i b l e  for USRA to know 

the final o u t c o m e  with respect to these parcels. Therefore, as 

further d i s c u s s e d  in Appendix A, U S R A  has a n a l y z e d  the value of 

t h e s e  parcels separa tely and has e v a l u a t e d  their impact on the 

R a i l r o a d ' s  fair market value.

J a c k s o n - C r o s s  d e t e r m i n e d  the p r e s e n t  v alue of the Railr oad's 

n o n - o p e r a t i n g  real estate to be 547.3 million. J a c k son-Cross 

d e t e r m i n e d  that the p r es ent value r e s u l t i n g  from alternate use of 

the R a i l r o a d ' s  operating real e state after a hypothetical 

d i s c o n t i n u a n c e  of rail o p e r a t i o n s  is 57 million.





N A T I V E  C L A I M  S E L E C T I O N  A N A L Y S I S

The A l a ska R a i l r o a d’s real e state inventory includes certain 

p a r c e l s  whic h are s u b ject to claims under the A l a s k a  Native 

C l a i m s  S e t t l e m e n t  Act of 1971 (ANCSA) and the 1906 Native 

A l l o t m e n t  Act. Section 606(b)(1)(A) of A R T A  d i rects that 

"[d]uring the ten m o nths f o l l o w i n g  the date of enac tment of this 

. Act, . . . the S e c r e t a r y  of the Interior, V i l l a g e  C o r por ations 

with claims of valid ex isting rights, and the S t a t e  shall review 

and m a k e  a good faith effort to s ettl e as m a n y  of the claims as 

p o s s i b l e . ". Fai ling settlement, A R T A  S e ctio n 606(b)(2) further 

d i r e c t s  that the "Secretary of the Interior shall complete the 

final a d m i n i s t r a t i v e  a d j u d i c a t i o n  r e q u i r e d  unde r this subsection 

not later than three years a f t e r  the date of e n a c tment of this 

Act."

A c c o r d i n g  to dat a f u r n ished by the A la ska R a i l r o a d  and the 

A n c h o r a g e  O f f i c e  of the B ureau  of Land Management, Native claims 

h a v e  been filed for the f o l l ow ing ten parcels.

L O C A T I O N A C R E S
G R A V E L
R E S E R V E

R O C K
R E S E R V E

E A G L E  RIVER 1596 Yes No
B I R C H W O O D 978 • Yei No
E K L U T N A 605 Y r;S Yes
M A T A N U S K A 238- No No
PITTMAN 140 y If Yes No
B R O A D  PASS 561 J Yes No
H EALY 123 u h ' No • No
N E N A N A 231 1 No • No
HO L Y  CROSS 60 No No



No n e g o t i a t e d  s e t t l e m e n t s  h a v e  been reached, and the ultim a t e  

d i s p o s i t i o n  of these p a r c e l s  c a n n o t  be known at this time. 

However, d e s p i t e  these u n r e s o l v e d  issues a f f e c t i n g  the basic 

i n v e n t o r y  to be valued, A R T A  d i r e c t s  that U S R A  r eport one number 

r e p r e s e n t i n g  the R a i l r o a d ' s  fair, m a r k e t  value.

At this time, there are  c o n s i d e r a b l e  u n c e r t a i n t i e s  as to 

w h e t h e r  any of these p a r c e l s  will u l t i m a t e l y  be c o n v e y e d  to the 

State. The p o s s i b i l i t i e s  r a n g e  f r o m  c o n v e y a n c e  of all or a 

s u b s t a n t i a l  p o r t i o n  of these parcels, w h i c h  w o u l d  s u g g e s t  an 

u p w a r d  a d j u s t m e n t  to val ue of as m u c h  as $3.2 m i l l i o n , *  to 

c o n v e y a n c e  of o n l y  o p e r a t i n g  real e s t a t e  and the loss of access 

to c u r r e n t l y  used rock and gravel reserves, in w h i c h  case a 

r e d u c t i o n  in value a p p r o x i m a t i n g  $1.8 m i l l i o n * *  w o u l d ' b e  

a p propriat e. If the s t a t u s  q u o  w a s  m a i n t a i n e d  —  that is, if the 

R a i l r o a d  was c o n v e y e d  lands u n d e r l y i n g  r i g h t s - o f - w a y  and 

f a c i l i t i e s  and the c o n t i n u e d  r i g h t  to w i t h d r a w  rock and gravel as 

n e e d e d  f r o m  c u r r e n t l y  u t i l i z e d  r e s e r v e s  —  no a d j u s t m e n t  to value  

w o u l d  be approp riate. Moreover, s o m e  p a r c e l s  m a y  be c o n veyed

* J a c k s o n - C r o s s  e s t i m a t e d  the fair m a r k e t  v a l u e  of the Railro a d ' s  
total real e s t a t e  i n v e n t o r y  w i t h  and w i t h o u t  the p a r c e l s  subject 
to N a t i v e  c l a i m  selection. F r o m  this analysis, U S R A  d e t e r m i n e d  
that the R a i l r o a d ' s  fair m a r k e t  v a l u e  w o u l d  be i n c r eased by 
$3.2 m i l l i o n  if all p a r c e l s  s u b j e c t  to N a t i v e  c l a i m  sel ection 
w e r e  c o n v e y e d  to the State. This e s t i m a t e  a s s u m e s  all the 
p r e v i o u s l y  d e s c r i b e d  A R T A  terms a n d  con ditions.

* * U S R A  a l s o  c o n s i d e r e d  the impact on v alue if the R a i l r o a d  were 
to lose all of its p r e s e n t  r ights to w i t h d r a w  gravel or rock from 
these parc els. W h i l e  p r e c i s e  e s t i m a t e s  are not available, 
i n c r e a s e d  costs for u s i n g  a l t e r n a t e  s o u r c e s  of rock and gravel 
w o u l d  r e d u c e  the R a i l r o a d ' s  fair m a r k e t  v a l u e  by about 
$1.8 million.



H -  41 -

only if, in s u b s e q u e n t  negotiations, the Stat e agrees to exchange 

other S t a t e  lands for such parcels.

In light of this br oad s p e c t r u m  of unknown and virtually 

u n p r e d i c t a b l e  f u ture events, USR A can find n o  basis for assuming 

that a p r u d e n t  i nvestor w o u l d  pay for the s p e c u l a t i v e  pos sibility 

that s i g n i f i c a n t  p o r t i o n s  of the N a t i v e  claim p a r c e l s  would be 

co n ve yed in the future. Therefore, we c o n s i d e r  that it is 

inappr o p r i a t e  for our fair m arket v alue d e t e r m i n a t i o n  to include 

any a m o u n t  a s c r i b e d  to these parcels. We feel that this 

c o n c l u s i o n  is a fair balan c i n g  of both the d o w nside  risk that the 

R a i l r o a d  might lose access to the gravel and rock reserves and 

the u p s i d e  p o s s i b i l i t y  that at least some  of these parcels beyond 

those d i r e c t l y  u t i l i z e d  in support of current' rail operations 

might u l t i m a t e l y  be conveye d to the R a i l r o a d  in fee.



Inventory and Condition Assessment

EXECUTIVE SUMMARY

The results of our examination of the fixed facilities and 

equipment of The Alaska Railroad, including analysis -of the data 

provided by the United States Railway A s sociatio n and The A l a s k a  

Railroad, and information obtained by on-site inspections and 

interviews with officials of The Alaska Railroad, are summarized 

as follows:

The inventory of the fixed facilities has been prepared using 

The Alaska Railroad records and information furnished v e r bally by 

knowledgeable railroad personnel. This information was 

supplemented by sample inspections, but actual physical counts 

were beyond the scope of this effort. The track chart, yard 

maps, timetable and certain estimated counts furnished by the 

railroad are the basis for the inventory of track materials. The 

total quantities of this material are reaso nably accurate, 

although there may be some insignificant v ariat ions in sub-total 

quanti ties of the smaller weight rail and associated track

materials. Total counts of rail in track are within 0.7 percent

of the reported total m i leag e of the railroad. Bridge, trestle, 

culvert, tunnel, building, marine facility and highway c rossing 

schedules or summaries were p repared from lists furnished by the 

railroad. C o m m u n i c a t i o n  and signal information was furnished in 

part v e r bally and from records furnished by the Engi neering

Depart m e n t  of the railroad.



Tha track s t r u c t u r e  of tha railroad appears to be in 

r e l a t i v e l y  good c o n d i t i o n  for p r e s e n t  d a y  tonnages and train 

speeds. M o s t  of the 115 lb. RE rail laid on the m a i n  line and 

W h i t t i e r  s u b d i v i s i o n  is in r e l a t i v e l y  good c o n d ition with only 

m i n o r  wear and would be s uitable for cropping, w e lding and 

relay i n g  in C l a s s  1 railroad branch lines or even low tonnage 

m a i n l i n e  tracks. However, e xcept for some 115 lb. turnout 

m a t e r i a l  and a r e l a t i v e l y  few 13. inch d o u b l e  shoulder tieplates, 

other track m a t e r i a l s  would p r o b a b l y  not be reusable on railroads 

in the "lower 48." The b r i d g e s  incl uding the wood trestles are 

in goo d c ond ition. M o s t  rai lroad c o m m u n i c a t i o n s  are transmitted 

through a m o d e r n  micro-^wave system, i n c l u ding but not limited to, 

radio e q u i p p e d  l o comoti ves, m a i n t e n a n c e  of way and automotive 

e q u i p m e n t  s u p p l e m e n t e d  by a p p r o x i m a t e l y  150 p o r ta ble type radio 

r e c e i v e r - t r a n s m i t t e r  sets.

Spending in recent years for rail, ties, ballast and 

s u r f acing  a p pea rs to have been a d e q u a t e  to p r o p e r l y  m a i n t a i n  this 

railroad. However, b e cause of the o v e r a l l  age of the crossties 

and the l i ghter w e i g h t  rail, it appears that some increase in 

s p e n ding is w a r r a n t e d  for the i n s t a l l a t i o n  of these materials. 

B o t h  c a p i t a l  and e x p e n s e  s p e n d i n g  have been adequate to properly 

m a i n t a i n  bridges, trestles and culverts, m a r i n e  and communicati on 

f acilities. O p e r a t i n g  expenses for these facilities should 

c o n t i n u e  at a b o u t  the stme level. However, capital spending will 

have to be i n c r e a s e d  s o m e w h a t  if the r a i lroad  should be



transferred from Federal ownership. Additi o n a l  expenditures will 

be required to corre ct OSHA and State of A l a s k a  building code 

v i o l a t i o n s .

To estimate the Railroad's a l t e rnate use value, costs have 

been estimated in 1983 dollars to d i s m a n t l e  the tracks, to load 

the m a t e r i a l  (excluding crosstie s and ballast) into cars, and to 

transport it to the port at Whittier. At c u r r e n t  scrap prices, 

the cost of picking up, loading, moving- to port and shipping to a 

location of a q u a n t i t y  buyer w ould exceed the sale value of all 

types of steel scrap. Therefore, this report p rovides two 

options; one for handling o n l y  that mate rial, 115 lb. reusable 

rail, turnouts and tieplates, with a p o s i t i v e  resale value, and 

the second for reclaim ing all track m a t e r i a l s  (including all 

steel scrap) e xcept crossties, timber and ballast, regardless of 

value. Becau se the cost of d i s m a n t l i n g  the bridges, trestles and 

culverts and moving the reclaimed m a t e r i a l  to a market p l a c e  would 

exceed the sale value, it is assumed that these structures would 

remain in place (except for the Tenana River B r idge discussed in 

detail at page 64). The m i c r o - w a v e  c o m m u n i c a t i o n  system would 

p r o b ably be of value to some p u bli c body or a p r ivate  

c o m m unications c o m p a n y  "where iy, as is."

The inve ntory of equip ment has been p r e p a r e d  using The Alaska 

R ailroad records, supple m e n t e d  by o n - s i t e  inspections and 

interviews with  selecte d officials of the R ailro a d ' s  Mech an i c a l  

Department. R e p r e s e n t a t i v e  samples of each general c a t egory of



e q u i p m e n t  w e r e  inspected and formed the basis for judging the 

c o n d i t i o n  o f  equipment.

T h e  fleet of 62 locomotives, excepting the five GP-40-2 

locom o t i v e s  d e l i v e r e d  in M a y  1983, is g e n e r a l l y  in poor to fair 

condition. L o c o m o t i v e s  are m a i n t a i n e d  on an as needed 

im m e d i a t e l y  basis or on an as funded basis. Due to the 

r e l a t i v e l y  l o w  annu al mileage, the R a i l r o a d  has m a n a g e d  to 

m a i n t a i n  l o c o m o t i v e s  w i t h o u t  any m aj or p l anned m a i n t e n a n c e /  

o v e r h a u l / r e h a b i l i t a t i o n  programs.

The p a s s e n g e r  fleet of 52 cars is g e n e r a l l y  in fair con dition 

with the e x c e p t i o n  o f  the r e c e n t l y  rehabi l i t a t e d  all-el e c t r i c  

cars w n i c h  are in v e r y  goo d c o n d i t i o n  and which repres ent 20 

p e r c e n t  of the fleet. The p a s s en ger car fleet is well 

m a i n t a i n e d ,  but  again w i t h o u t  p l a n n e d  m a i n t e n a n c e / r e h a b i l i t a t i o n  

programs.

The f r e i g h t  car fleet of 1,642 cars ranges in c o n d i t i o n  from 

new to not fit for s e rvice or too old for interchange. By the 

end of 1983, 46 p e r c e n t  of the fleet will be p r o h i b i t e d  in 

interchange. These cars are also m a i n t a i n e d  on an as needed 

basis

T h e  h i g h w a y  vehicles, m o s t  of w hich  are owned by the General 

Services A d m i n i s t r a t i o n  and l eased  to T h e  A l a s k a  Railroad, are 

g e n e r a l l y  in good c o n d i t i o n  and well maintained. M i s c e l l a n e o u s  

e q u i p m e n t  such as snow plows, locom o t i v e  cranes and spreaders are



g e n e r a l l y  in fair condition and m a i n t a i n e d/rep aired as required. 

The c abooses have all been rebuilt and are in good condition.

The m a i n t e n a n c e  of way equipment is generall y in fair to good 

c o n d ition  and well maintained. Formal records for equipment 

m a i n t e n a n c e  are not kept by individual piece of equipment; 

therefore, m a i n t e n a n c e  h i story of equipment is difficult to 

determine.

The shop equipment, such as turret lathes, wheel machines, 

armature extractors, boring mills and drill presses, is in fair 

to good condition. Shop overhe ad 'cranes need general overhaul 

and repair and the drop pit needs total rehabilitation. The 

A l ask a R a i lro ad is just beginning to develop planned maintenance 

progra ms for shop equipment.

We assessed e q u i p m e n t  c o n d ition from the point of view of 

service life and m a i n t a i n a b i l i t y  to provide the required service 

for the contin u i n g  o p e r a t i o n  analysis, and we have categorized 

equipment by type, quantity, scrap or reusability based upon 

current condi t i o n  and age for the a lternative use scenario.

Conclu s i o n s

The f ollowing table s ummarizes our analysis of projected 

operat ing expenses and capital expenditures which will be 

required from 1984 through 1993 to m a i n t a i n  the railroad's fixed 

f acilities and e q u i p ment in adequate condition for the forecasted 

traffic.



< § P R O J E C T E D  O P E R A T I N G  E X P E NSES 
A N D  C A P I T A L  E X P E N D I T U R E S

Year

F a c i l i t i e s  & E q u i p m e n t  
(Millions of 1983 Dollars)

O p e r a t i n g  Expenses* 
Engineering- E c u i oment

Capital
Expend itures**

1984 10.56 9.38 14.00
1985 10.58 10.71 14.00
1986 10.68 10.92 14.00
1987 10.76 11.11 14.00
1988 10.96 11.30 14.00
1989 11.06 11.50 13.50
1990 11.16 11.50 13.50
1991 .11.12 11.50 13.50
1992 11.28 11.50 * 13.50
1993 11.45 11.50 13 .-50

Totals 109.61 110.91 137.50

%

E x c l u d i n g  d e p r ecia tion.

** Includes e x p e n d i t u r e s  required for c o m p l i a n c e  w i t h  O S H A  as 
well as state and l o c a l  codes. m

The follo wing d e s c r i b e s  the results of our analysis of the 

net l i q u i d a t i o n  v a l u e  of the fixed facilities and equi pment of 

The A l a s k a  Railroad. These results are p r o v i d e d  in two options:

O p t i o n  No. 1-------------------------------------- - — $13,925,000
(does not include any scrap track materials)

O p t i o n  No. 2    ----$11,639,000
(includes all m e t a l l i c  scrap track materials)

• •
J-C.



I N V E N T O R Y  A N D  C O N D I T I O N  A S S E S S M E N T

Rail

Track materials comprise the major element of the fixed 

facility inventory, of which the biggest and mo st valuable item 

is the 115 lb. RE rail. Most of this rail was rolled by Colora do 

Fuel and Iron C o m p a n y  in the early 1950's and laid during the 

same period. Although much of this rail has now been in track 

for over thirty years, wear, except on the sharper curves, has 

not been appreciable due to the low tonnages handled. See 

T r a ffic D e n s i t y  Charts, A p p e n d i x  II, E x h i b i t  41. A sampling of 

rail head wear m e a s u r e m e n t s  we re taken on both h eavy and light 

tonnage lines which carried 7.90 and 2.60 m i l l i o n  gross tons 

respectively in 1982. These m e a s u r e m e n t s  indicate relatively 

light wear except on the sharper curves where flange .wear is 

appreciable. See Appendix I. Exhibit 1.

The detected defective rail histo ry is relatively good and 

presents no problem. Prior to 1978 the Alaska Railroad operated 

rail defect detector equipment over its lines once every five

years, but since that time they have been o p e rated annually

-\
except for 1978 when two inspections were  made and 1979 wh en none 

was conducted. During the five-year p e riod from 1978 through 

1982, these inspections detected a total of 147 115 .lb. rail 

defects which includes 23 defects caused by outside sources, 

i.e., engine burn fractures, defective welds and broken bases.



See A p p e n d ix  I ,  E x h ib i t  2. F o r  t h ia  p e r io d  an a ve rag e  o f  3.17 
d e f e c t i v e  r a i l a  p e r  y e a r  were d e te c te d  p e r  100 ra ile a  o f  m a in  
t r a c k ,  l a i d  w it h  115 l b .  r a i l ,  i n c lu d in g  th e  W h i t t ie r  
a u b d iv ia io n .  T h ia  h ia t o r y  doea n o t  a d v e ra e ly  a f f e c t  th e  
a u i t a b i l i t y  o f  t h ia  r a i l  i n  i t a  p re s e n t  s e r v ic e  o r  f o r  r e l y i n g  on 
l i g h t  to nnage  t ra c k a .

O n- the-g round  in s p e c t io n s  r e v e a le d  t h a t ,  e xc e p t f o r  r a i l  l a i d  
on c u rv e s  o f  f o u r  d e g re e s  o r  m o re , th e  m a in  l i n e  115 l b .  r a i l  i s  
i n  goad c o n d it io n  w it h  v e r y  l i t t l e  b e n d in g  a t  the  j o i n t s .  See 
A p p e n d ix  I I /  T ra c k  P ic t u r e s .  Some c h ip p in g  o f  the  r a i l  head 
r u n n in g  s u r fa c e  a t  th e  j o i n t s  was o b s e rv e d  w h ich  can be c o r r e c t e d  
b y  w e ld in g  f o r  i t s  p re s e n t  usage o r  b y  c r o p p in g l/  f o r  r e l a y e r  u se . 
The r a i l r o a d  i s  t u r n in g  and re n ew in g  r a i l  on c u rv e s  as r e q u i r e d .  
Much o f  t h ia  w orn  r e c la im e d . r a i l  ia  th e n  r e l a i d  in  y a rd /  
i n d u s t r i a l  and s to ra g e  t r a c k s .

T h is  115 l b .  r a i l  l a i d  on th e  m a in  l i n e  and the  W h i t t ie r  
S u b d iv is io n  i s  i n  auch c o n d i t io n  th a t/  w it h  th e  p ro je c t e d  
p rog ram / i t  w i l l  a d e q u a te ly  c a r r y  p re s e n t  and p ro je c t e d  t r a f f i c  
l e v e l s  w it h  s p o t  re n ew a ls  on c u rv e s  and re p la c em en t o f  d e f e c t i v e  
r a i l a  aa th e y  o c c u r .  H ow eve r/ some o f  t h ia  r a i l  w i l l  be rem oved  
f ro m  th e  m a in  l i n e  i n  th e  n e x t  te n  y e a rs  i n  o rd e r  to  r e p la c e  
l i g h t  r a i l  i n  y a rd  and s id in g  t r a c k a .  M ost o f  t h i s  115 l b .  r a i l

1/ C ro p p in g  a r a i l  means saw ing  o f f  a p p ro x im a te ly  13 in c h e s  on 
each end w h ic h  e l im in a t e s  th e  w o rn  j o i n t  a re a .



is of auch q u ality that, if it were to be removed, it could be 

cropped, w elded into long s t r i n g s  and relaid in light tonnage 

main tracks, branch lines, sidings or yard tracks.

The inventory of rail w a s  developed by using the track chart, 

the timet?.5* yard v a l u ation maps, actual lengths of track and 

quanti t i e s  of rail by section  all furnished by The Alaska 

Railroad. Since the lengths of all tracks other than the m a i n  

were p r o v i d e d  from clearance point to c l e a r a n c e  point or end, a 

factor was applied to a c count  for the rail used on the turn-out 

side to the clearance point. See A p p e n d i x  I, Exhibit 3. H a l f  of 

this turnou t rail is c onsidered scrap to a llow for worn stock 

rails and cu rved lead rails. Also, most of the rail on curves of 

four degrees or more is c o n s i d e r e d  not reusable, and, therefore, 

is c l a s s i f i e d  as scrap. T h o s e  scrap rail assumptions for 

turnouts and curves including spirals should adequately 

c ompensate for the occasional other rails with engine burns or 

other defects disqualifying t h e m  for m a i n  or branch line use.

The c a l c u l a t e d  length of all rail p r e s e n t l y  in track is 658.0 

track miles. Inasmuch as there is no m arket for large quantities 

of rail sections of 90 lbs. or less, all rail other than the 115 

lb. is c o n s i d e r e d  scrap which a m o unts to a total of about 15,900 

net tons including an estimated 238 in stora ge on the ground. 

T here is a p p r o x i m a t e l y  14,800 n e t  tons of 115 lb. scrap rail 

which is a bout 14.1 percent of the total of this rail presently 

in track. In addition, there is an estimated 435 tons of



reusable, h e r e a f t e r  referred to as "fit," rail in storage. The 

me t h o d  used for c a l c u l a t i n g  tonnage figures is shown in A p p endi x 

I, E x h i b i t  4. The fit 115 lb. rail in track and in storage 

amounts to a p p r o x i m a t e l y  90,400 net tons. A bre akdown for all 

rail by s e c t i o n  and track is sho wn in the A p p e n d i x  I, Exhibit 5.

In addition, there is a small q u a n t i t y  of new 115 lb. rail 

s t ore d on the g r o u n d  p r i n c i p a l l y  at Anchorage. Pit and scrap 

m a t e r i a l  in s t ora ge was estimated by the R a i lroa d w hich provided 

the q u a n t i t i e s  of stored fit and scrap rail. As of F e b ru ary 23, 

1983 there was $7 01,699 worth of new rail, other track material 

(OTM) and t u rnout m a t erial  on hand. See A p p e n d i x  II, Exhibit 42. 

For the p u r p o s e  o f  this study, it is assumed that this material 

would, in general, be used p r i o r  to any h y p othe tical date of 

c e s s a t i o n  o f  s e r v i c e  and that scrap sales would c o n tinue so that, 

at that date, n e w  m a t e r i a l  w o u l d  be e x h a usted and scrap and fit 

m a t e r i a l s  on hand w o u l d  be st a p p r o x i m a t e l y  the same level as 

today. T h i s  same a s s u m p t i o n  is made rega rding all other new 

m a i n t e n a n c e  of w a y  m a t e ri als n o w  in stock. -

In the latter p a r t  of 1982, the A l a s k a  Railr o a d  began buying 

and u s i n g  a c h r o m e  a l l o y  (Chroma) rail in 78-foot lengths to 

re d u e e  c u r v e  w e a r  and rail joint m aintenance. At this time, the 

q u a n t i t y  o f  this rail, which has all been used to replace worn 

o u t  c u r v e  rail, is rela tively small and is, therefore, not 

s i n g l e d  o u t  as an individual invent ory item. D e p e n ding upon wear 

it w i l l  e ither be fit or scrap and fall into its proper category 

as d e s c r i b e d  above.



Other T rack M a t e r i a l  (OTM)

The O T M  used w i t h  all rail sections is g e n e r a l l y  in good 

c o n d i t i o n  for its p r e s e n t  usage. However, m o s t  of it is obsolete 

or o f  too small a size and weight to be co nsid e r e d  reusable by 

an other railroad. Therefore,  for the p u r p o s e  of this inventory, 

with s e veral exceptions, most of this mat er i a l  is classified as 

scrap.

S e ver al years ago, Tho Alaska R a i l r o a d  c h a nged their 

s t a n d a r d s  for both 115 lb. tieplates and splice bars. The new 

tieplates are 13 inch, d ouble shoulder p u n c h e d  for both rail and 

h o l d - d o w n  or anchor spikes. These tieplates replace 11 inch 

double s h o ulder p l a t e s  punched only for four rail holding spikes. 

T h i r t y - s i x  inch, s i x ‘hole splice b a r s . r e p l a c e  24 inch, four hole 

bars. The track b e t w e e n  Portage and Girdwood, 10.3 miles, is 

e q u ipped w i t h  the new bars and plates. A p p r o x i m a t e l y  another

2,000 pairs  of these bars and 100,000 each of the 13 inch 

tieplates are s c a t t e r e d  over the m a i n  line.

S p l i c e  bars on this railroad are well m a i n t a i n e d  including 

p e r i o d i c  o i l i n g  to p r e v e n t  corrosion. M o s t  of the 24 inch bars 

and all of the new 36 inch bars are in good condition, but none 

have a n y  v a l u e  as reusable. Any railroad buyers of the 115 

lb. rail w o u l d  w e l d  it into long c o n t i n u o u s  strings eliminating



the need for the c o n v e n t i o n a l  splice bars. This r a i l r o a d  does 

not p r e s e n t l y  have in place any cont inuous w e lded rail except for

short strings through grade crossing.

No m a j o r  r a i lroad w o u l d  buy and spend the m o n e y  to install 

small 11 inch p late s including those s h owing any i n t e r e s t  in the 

115 lb. rail. H owever, the 13 inch p l a t e  p u n c h e d  for anchor

spikes s hould be m a r k e t a b l e  and they are, therefore, c o n s i d e r e d

as fit for resale and reuse. There are r e l a t i v e l y  few of these, 

numbering about 159,000. The Seattle, Wa shi n g t o n ,  price of this 

fit mater i a l  is $2.80 e ach2/ or 5286 per net ton.

A l t h o u g h  the o t her 115 lb. O T M  i n c l u ding rail anchors, 

spikes, bolts and n u t lo cks ia in adequate c o n d i t i o n  for its 

present  use, none has a resale value for reuse. Hail anchors are 

not as e f f e c t i v e  after the first a p p l i c a t i o n  and n o t  w o r t h  a 

r easonable p r i c e  plus the costs of d i s t r i b u t i n g  and applying. 

Bolts and nutl ocks are not r e q u i r e d  for the same r e a s o n  that 

splice bars have no m a r k e t  as d e s c r i b e d  above. Spikes once 

driven and then p u l l e d  are u s u a l l y  bent m a k i n g  them u n d e s i r a b l e  

for further use. See the A p p e n d i x  I, E x h i b i t  6 for a dditi o n a l  

inform a t i o n  on the i n v e ntory of other track m a t e r i a l  ( O T M ) .

2/ Mr. M i c h a e l  Cody, a c o n s u l t a n t  retained by USRA, furnished 
all values and p r ices o f  fit and scrap track m a t e r i a l s  in his 
report to O S R A  d ate d September 1, 1983.

$
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Turnouts

The A laska Ra ilroad utilizes three differe nt size turnouts in 

basically two rail sections. They are No. 7 ’s and No. 9's in the 

70 lb. ASCE and 115 lb. RE sections (one No. 7, 75 lb. ASCE) and 

115 lb. No. ll's used in the main tracks p r i m a r i l y  at passing 

sidings. Sample on- the - g r o u n d  inspections revealed the 115 

lb. turnout components; switches, frogs, guard rails, etc., to be 

in good condi tion although some worn and c h ip ped switch points, a 

few worn stock rails and slightly worn frogs were noted. The 70 

lb. turnouts were, generally, in fair con dition with a few found 

to have well worn switch points, loose braces and other worn 

c o m p o n e n t s .

It is estim ated that 85 percent of the 115 lb. No. 11 

turnouts and 80 p e rcent of 115 lb. No. 9*3 in the main track are 

fit for reuse, and ap proximately  75 percent of the 115 

lb. No. 9's in use in other than in main tracks are considered 

reusable. For the purpose of classifying fit turnout material, 

this report considers only turnout p a c k a g e s . 3/ No tabulation has 

been made of individual switch points, frogs, guard rails, plates ' 

or other turnout components. These turnout packages for 115 

lb. rail are p r e s e n t l y  being purchased new by the railroad.

3/ "Turnout packages" include switch points, rods, plates, 
braces, heel blocks, frogs, frog plates, guard rails and all 
bolts associated  with complete switches, frogs and guard rails if 
needed. T h e y  do not include any rail including the stock rails, 
regular tieplates, rail splice bars, track bolts, track nutlocks, 
anchors, switch stands or any switch timber.



Similar to the handling of 70 lb. rail and O T M  all reclaimed 

70 lb. turnout m a t e r i a l  ia conside red scrap and so tabulated in 

tons. A l t h o u g h  a p p r o x i m a t e l y  77 No. 7-115 lb. turnout packages 

are in good c o n d i t i o n  and fit for reuse, there would be no buyer. 

M o s t  railroads p r ef er No. 8 turnouts as a m i n i m u m  size and use 

the shorter, s h a r p e r  turnouts o n l y  for special unique situations. 

The A l a s k a  R a i l r o a d  is now replacing worn out No. 7's with 

No. 9 ’s whene v e r  p o s s i b l e  and also avoi ding the use of No. 7's in 

n ew construction. T here  are a total of 208 No. 9 and 93 No. 11 

115 lb. turnout p a c k ages c o n s i d e r e d  salea ble for reuse. See 

A p p e n d i x  I, E x h i b i t  6.

C r o s s t i e s  and Switch Timber

T h e r e  are a p p r o x i m a t e l y  2,092,000 c r o s sties and a p p r o x i m a t e l y

690,000 lineal feet o f  switch timber in track. The ties are soft

wood, for the m o s t  p a r t  hemlock and fir. All ties are creosote 

treated and those installed i n r e c e n t  years and at the p r esent 

time m e a s u r e  7 in. x 9 in. x 8' ft. 6 in. Both ties and switch

timber are g e n e r a l l y  in good condition.

T h e s e  ties and timber w o u l d  have little v alue in the 

a l t e r n a t i v e  use scenario. It is, therefore, assumed that they 

w ould be left in place. There m a y  be o p p o r t u n i t i e s  to sell a 

m o d e s t  number of these ties and timber on a "where is-as is" 

basis after track removal, but the net proceeds w o u l d  be 

negligible. O t h e r  ra ilroads would not spend the m o n e y  to buy and 

install used softwood ties.



Ballast

For m a n y  years the ballast used on this railroad was pit run 

gravel with the grading ranging from sand to river stones as 

large as a man's head. In recent years the railroad has been 

crushing this gravel to a m a xi mum size of about two to two and 

one-hal f inches. This has made a c o n s i d e r a b l e  improvement in 

track conditions and expedited surfacing and lining with m odern 

track maintena nce equipment. Although in m a n y  areas, but not 

all, this ballast is clean and dry, any reuse value would be 

difficult to estimate and would be less than the cost of 

salvaging.

Bridges, T restles and Culverts

There are 76 u ndergrade steel bridges of various types, all 

in good condition. See Appendix II, Bridge Pictures. These 

bridges are listed by location and type in A p p e n d i x  II,

Exhibit 43. Sample inspections were m ade of 17 of these 

structures. Al though many have not been p a inte d fot some time, 

there was no evidence of oxidation or corrosion. Abutment s and 

piers appeared to be in good co ndition with little or no spawling 

or undercutting. M o s t  of these bridges have open decks. A 

c o n s i d e r a b l e  amount of bridge timber has been renewed in recent 

years so that the decks, in general, are in good condition. The



o n ly  com ponent o f  th e se  s t r u c t u r e s  w it h  any  v a lu e  i s  the  s t e e l  as 
s c ra p .  H ow eve r, th e  c o s t  o f  d is m a n t l in g  th e se  b r id g e s  and 
l o a d in g  and t r a n s p o r t in g  th e  s t e e l  to  a m a rk e t w ou ld  f a r  exceed  
th e  s a le  p r i c e .

T h e re  a re  129 wooden t r e s t l e s  on t h i s  r a i l r o a d  as o f  
F e b ru a r y  28, 1983; a s c h e d u le  o f  th e se  t r e s t l e s  i s  shown in  
A p p e n d ix  I I ,  Z x h ib i t  44. Sample in s p e c t io n s  were made o f  34 o f  
th e se  s t r u c t u r e s , A l l  w ere  fo u n d  to  be i n  good c o n d i t io n .  The  
C h ie f  E n g in e e r  s t a t e d  t h a t  a l l  o f  th e  o t h e r  t r e s t l e s  w ere  in  a 
s im i l a r  c o n d i t io n .  A l l  d e c k s , e x c e p t t h re e  w it h  b a l l a s t ,  a re  of- 
the  open  t y p e .  The b r id g e  t im b e r on th e  open  deck t r e s t l e s ,  as 
on th e  s t e e l  b r id g e s ,  i s  i n  good c o n d i t io n .  Two o f  th e  b a l l a s t  
deck t r e s t l e s  w ere  in s p e c te d  and no e x c e p t io n  c o u ld  be ta k e n .
The s t r u c t u r e  c o n d i t io n  i s  g o od , th e  b a l l a s t  c le a n  and d r y .  The  
t ra c k  c o n d i t io n  i s  good in c lu d in g  r a i l ,  t i e s ,  s u r fa c e  and l i n e .  
A l l  t im b e r  i n c lu d in g  p i l i n g ,  c a p s , c ro s s  b r a c in g ,  s t r i n g e r s  and 
d e c k in g  i s  t r e a t e d  and i n  good c o n d i t io n .  E ven  though  t h i s  
t im b e r  i s  i n  good  c o n d i t io n ,  i t s  m a rk e t v a lu e  w ou ld  be f a r  le s s  
than  th e  c o s t  o f  d is m a n t l in g .

A l i s t i n g  o f  a l l  c u l v e r t s  b y  l o c a t i o n ,  t y p e ,  s i z e  and le n g t h ,  
d a te d  J u l y  31, 1983, in d ic a t e s  a t o t a l  o f  1,508 s c a t t e re d  o v e r  
th e  e n t i r e  r a i l r o a d .  T h e re  a re  a t  l e a s t  tw e lv e  d i f f e r e n t  ty p e s  
i n c lu d in g  open  to p  wooden t ra c k  b o x e s , b u i l t  w it h  lo g s ,  b u i l t  
w it h  lu m b e r , c o r r u g a t e d .m e t a l p ip e ,  c o n c re te  p ip e ,  and m u l t i ­
p la t e .  S iz e s  v a r y  from  c o n c re te  and m e ta l p ip e  12 in c h e s  in



diameter to twin ten foot d i a me ter m u l t i p l a t e  with lengths 

varying from eight to 216 feet. A summary of this listing can be 

found in A p p e n d i x  I I , Exhibit 45.

Sample inspections of two m u l t i p l a t e  and 12 corrugated metal 

pipe culverts w e r e  made and these f acilities  were found to be in 

good condit ion, open at both ends with adequ ate length and grade 

suitable for the physical c h a r a c t e r i s t i c s  of the location. There 

were 49 open top track boxes i nstalled b e tween 1949 and 1968 of 

which m o s t  we re built in 1953 and 1958. T h e  railroad has an 

ongoing p r o g r a m  to replace these boxes wit h below grade pipe 

culverts, and by the end of this 1983 fiscal year there will be a 

significant reduction in their number. There are four culverts 

in service c o n s t r u c t e d  of logs b e t w e e n  1935 and 1938 which will 

p r o b a b l y  require replacement w i t h i n  the next few years. Also, of 

importance when considering m a i n t e n a n c e  and capital expenditures 

are the 226 culverts constructed with lumber or timber b e t w e e n . 

1937 and 1967.

Tunnels

There are e leven  tunnels on the railro ad ranging in length 

from 136 feet to two and one-h alf miles. See A p p en dix II,

E x hib it 46. None of these tunnels is lined. The seven tunnels 

between Seward and Portage are in relat i v e l y  poor condition. The 

portals are poor to fair and the tunnels are seeping with water 

and have poor draina ge causing seriou s problems. In the winter 

it is 'a seven day a week job to c o n t r o l  the ice using bulldozers



to keep these tunnels passable for train movement, Two tunnels, 

one a bout 3/4 m i l e  a nd tho other o n e  a b o u t  2-1/2 miles long, are 

l o c a t e d  b e t w e e n  P o r t a g e  and Whitter. O f  the 11 tunnels, these 

appear to be in the best condition, a l t h o u g h  they are unlined and 

do seep some water. Track surface a n d  a l i g n m e n t  a p p e a r e d  good 

and the d r a i n a g e  was adequate. In b o t h  c ases the p o rta ls are 

well b u i l t  and in g o o d  condition. T h e  o ther two tunnels located 

in the v i c i n i t y  o f  H e a l y  appeared to be in better c o n d i t i o n  than 

the S e w a r d  to P o r t a g e  tunnels insofar as w a t e r  s e e p a g e  and 

d r a i n a g e  is concer ned. Track surface and a l i g n m e n t  are adequate 

for the m a x i m u m  a u t h o r i z e d  speed.

A  w o o d e n  s n o w  shed 225 feet long is l o c a t e d  just south of 

tunnel No. 11.35. T h i s  shed is of t i m b e r  c o n s t r u c t i o n  and is in 

r e l a t i v e l y  poor c o n d i t i o n .  Drainage, w a t e r  and track conditions 

w i t h i n  the shed  are deplorable. At the time of our inspection, 

there wa s one l o c a t i o n  in this shed w h e r e  10 inch shims were in 

place b e t w e e n  the ties and the rails. See A p p e n d i x  II, Shim 

Pictures. A large d i a m e t e r  metal p i p e  is p r o g r a m m e d  to replace 

this shed, and also the former 460 f o o t  s n o w  shed n orth of this 

tunnel which was r e moved in the Spring of 1983.



B u i ld in g s
See A p p e n d i x  II, Exhibit 47 for a list of the buildings now 

in use by, or on the operating property of, the railroad. Sample 

inspections of these buildings indicate that most  of them are in 

relatively good c o n d ition and well maintained. T her e are a few 

buildings requiring exterior refinishing or paint i n g  and some 

roof work. However, there appears to be a surplus of building 

space. For example, warehouse #4 in Anchorage, formerly 

leased out, is p r a c t i c a l l y  vacant. A truck storage shed was 

found to be em pty and a B. and B. Butler buil ding was l oad ed with 

military surplus, electrical and mechanica l equipment. 3uild ing 

c o n s o lidations  could result in savings in m a i n t e n a n c e  and c a pital  

spending.

A  $2,300,000 projec t is presently underway to change heating 

methods and conserve energy in the major buildi ngs including shop 

facilities in Anchorage. This project will result in an improved 

environment within the buildings and a return on the investment 

of 10 percent.

In g e n e r a l  these buildings compare well w i t h  similar railroad 

structures in the "lower 48."

Marine Facili ties

A d e s c r i p t i o n  and listing of the major m a r i n e  facilities is 

in A p p endix II, Exhibit 48. With the e x c e ption  of rail barge 

slip §1 and the transit shed at Whittier, these facilities



appear/ from a o v erall  general inspection/ to be in fair 

condition. The #1 slip at W h i t t i e r  is p r e s e n t l y  out of 

service  due to e l e ctrolysis of the steel piling in the 

foundati ons under the towers.

Signals

Ex c e p t  for tnree d r a g g i n g  equi pment detector (DEC) signals, 

the o n l y  signal s on this railroa d are for h i ghway grade crossing

protection. However, there are o n l y  four sets of these automatic

flashing l i g h t  c r o s s i n g  s i gnals o wned and m a i n t a i n e d  by the

railroad. Two sets are over 20 years old and the other two were

instal led d u r i n g  the p a s t  six years. T h e r e  are a number of other ^

cr o s s i n g  signal sets owne d by the State, C i t y  of A n c h o r a g e  or 

armed s e r v i c e s  for w h i c h  the ra ilroad is r eimbur sed for all 

m a i n t e n a n c e  costs.

C o m m u n i c a t i o n s

The A l a s k a  R a i l r o a d  uti lizes a m o d e r n  m i c r o - w a v e  

c o m m u n i c a t i o n  s y s t e m  w i t h  the exception of two short segments, 

i.e., the W h i t t i e r  S u b d i v i s i o n  and on the m a i n  line between Moose 

Pass and P o r t a g e  w h e r e  c o m m u n i c a t i o n s  are handled through open 

wire and sev en m i l e s  o f  und erg r o u n d  cable. The original 

m i c r o - w a v e  s y s t e m  w a s  inst alled b e t w w e n  P o r t a g e  and A n c h o r a g e  in 

1957 and 1958, and is being rebu ilt this year using all new 

m o d e r n  solid state compon e n t s  repl acing v ac uum tube e quipment at ^
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a cost of $200,000. See A p p e n d i x  II, Exhi bit 49 for a more 

detailed inventory of this c o m m u n i c a t i o n  equipment.

T r a n s m i t t e r - r e c e i v e r  radio' equipm ent is installed in the 

following types of equipment: locomotives, rail-highway

vehicles, track m o u n t e d  m a i n t e n a n c e  of way machinery, motor cars 

and certain a u tomobiles assigned to the Transportation, M. of W. 

M. P. & E., A d m i n i s t r a t i v e  and S e c u r i t y  Departments. In 

addition, there are 120 p o r table handheld and 30 port able lunch 

box radios. A  list of thic e q u i pment is also shown in A p p endix  

II, Exhibit 49. All of these t r a n s mi tter-receiv er sets are in 

fair to good condition, m a n y  of wh ich are relati v e l y  new. The 

entire system o p e rates on FRA ass igned frequencies.

The railroad is p r e s e n t l y  disma n t l i n g  the o p e n  wire pole 

lines replaced by the m i c r o - w a v e  system. Most of this work 

should be c o m p l e t e d  by the end of the next year.

Locomotives

The Alaska Railroad's locomotive fleet c u r r ently  con sists of 

s ixty-two (-62) d i e s e l - e l e c t r i c  locomotives, summarized as 

f o l l o w s :



I

Quantity

13
10
3
2
2

11
21

62

A l a a k a  R a i l r o a d  Locomotive Fleet 

Type

F - 7 ’3 
G P - 7 1 a 

G P - 3 5 1 a 
2 * 8  1 s 

M R S - 1 7 0 0 ' a  
R S D - 4 1s 
G P — 40'3

Horsep o w e r

1500
1800
2500
2400
1600
1600
3000

Source: The A l aak a R a i l r o a d

E ight (8) of theae loco mo t i v e a  are currently o u t - o f - s e r v i c e  

due to’ various major r e p a i r  needs.

The F-7's, G P - 7’a, G P - 3 5 1a and R S D - 4 ' a  are g e n e r a l l y  in poor 

condition, needing s u b s t a n t i a l  r e h a b i l i t a t i o n  and r e p a i r  of 

electric al wiring, r o t a t i n g  e q u i p m e n t  and engines.

Sixteen (16) of the G P - 4 0 ' a  are in fair to good condit i o n ,  

needing some engine w o r k  and b asic truck overhaul. F i v e  (5) of 

the GP-40's, the G P - 4 0 - 2 ' s ,  received by The Alaaka R a i l r o a d  in 

May, 1983, are in v e r y  g o o d  condition.

The mainten ance h i s t o r y  of the E- 8's and M R S - 1 7 0 0 ' a  is
i

unknown.

T he A l a s k a  Railr o a d  w i l l  take d e l i v e r y  of four (4) new GP-49 

d i e s e l - e l e c t r i c  l o c o m o t i v e s  in October, 1983.
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The l o c o m o t i v e  f l e e t  i a  d e t a i l e d  i n  t h e  Appendix  I ,  E x h i b i t  

7 ,  by number, m a n u f a c t u r e r ,  c l a s a / t y p e ,  d a t e  b u i l t / r e b u i l t ,  d a te  

r e c e i v e d  by t h e  A l a a k a  R a i l r o a d ,  o r i g i n a l  ow n er ,  c u r r e n t  

c o n d i t i o n  and comments .  The i n f o r m a t i o n  c o n t a i n e d  i n  t h i s  

E x h i b i t  waa c o m p i le d  fro m  r a i l r o a d  d a t a ,  i n t e r v i e w s  w i t h  th e  

r a i l r o a d ' s  e q u ip m e n t  m a n a g e rs ,  and by a c t u a l  i n s p e c t i o n  o f  

a v a i l a b l e  u n i t s .

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

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

m a i n t a i n  c u r r e n t  and meet i n c r e a s e d  t r a f f i c  r e q u i r e m e n t s .  

T r a d e o f f s  o f  c o 3 t  t o  r e p a i r  and r e h a b i l i t a t e  many o f  th e  

R a i l r o a d ' s  l o c o m o t i v e s  w i l l  l i k e l y  r e s u l t  i n  "buy new" d e c i s i o n s .  

The f o l l o w i n g  p r o v i d e s  some d e t a i l  on l o c o m o t i v e  con ] i t i o n  and 

r e q u i r e d  r e p a i r / o v e r h a u l  and r e h a b i l i t a t i o n :

The 1500 S e r i e s ,  F - 7  l o c o m o t i v e s  w h ic h  were b u i l t  between 

1949 and 1 9 5 3 ,  were p u r c h a s e d  new fr o m  G e n e r a l  M o t o r s  

C o r p o r a t i o n ,  E l e c t r o - M o t i v e  D i v i s i o n .  M i s c e l l a n e o u s  u p g ra d in g  

has been done on t h e s e  u n i t s  o v e r  t h e  y e a r s .  The g e n e r a l  

c o n d i t i o n  o f  t h e s e  l o c o m o t i v e s  i s  poor  as  t h e y  a r e  i n  need o f  

r e w i r i n g ,  t r u c k  o v e r h a u l ,  e l e c t r i c a l  r o t a t i n g  eq uip m en t  

r e h a b i l i t a t i o n  and e n g in e  r e b u i l d .

The G P - 7 ,  y a r d  and f r e i g h t  s e r v i c e  l o c o m o t i v e s ,  were b u i l t  i n  

1951 and a c q u i r e d  fro m  t h e  Array i n  1 9 6 0 .  T h e s e  l o c o m o t i v e s  were 

r e b u i l t  i n  1 9 7 5 ,  1976 and 1 9 7 7 ,  and a r e  c u r r e n t l y  i n  need o f  

t r u c k ,  i n t e r m e d i a t e  e n g i n e ,  and e l e c t r i c a l  r o t a t i n g  e q uipm en t  

o v e r h a u l .



The 2500 s e r i e s ,  G F-35  l o c o m o t i v e s ,  were p u r c h a s e d  new fro m  

G e n e r a l  M o t o r s ,  EMD D i v i s i o n ,  i n  1963 and 19 64  and have had no 

m a j o r  r e p a i r s  s i n c e  new. Th ey a r e  c u r r e n t l y  i n  need o f  

i n t e r m e d i a t e  e n g i n e ,  t r u c k  and e l e c t r i c a l  r o t a t i n g  e q u ip m e n t  

o v e r h a u l .

The S - 8  p a s s e n g e r  s e r v i c e  l o c o m o t i v e s  were p u r c h a s e d  from  

AMTRAK i n  1 9 8 1 ,  and t h e y  a r e  c u r r e n t l y  b e in g  upgraded f o r  

o p e r a t i o n  on t h e  A l a s k a  R a i l r o a d ' .

The M R S-1700  work t r a i n  s e r v i c e  l o c o m o t i v e s  were b u i l t  i n  

1952  and a c q u i r e d  f r o m  t h e  Navy i n  1 9 7 7 .  The m a i n t e n a n c e  h i s t o r y  

o f  t h e s e  l o c o m o t i v e s  i s  unknown.

The RSD-4  s e r i e s ,  y a r d  s w i t c h e r  l o c o m o t i v e s  w h ic h  were b u i l t  

i n  19.53 by G e n e r a l  E l e c t r i c / A L C O  and a c q u i r e d  from  t h e  Army i n  

1974 and 1 9 7 5 ,  have n o t  had m a j o r  r e p a i r  work done on them s i n c e  

t h e y  were new. P i v e  (5) o f  t h e s e  u n i t s  a r e  c u r r e n t l y  s t o r e d  w i t h  

bad o r d e r  e n g i n e s  and t h e  r e m a i n i n g  u n i t s  a r e  i n  po or  c o n d i t i o n  

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

The GP-40 f r e i g h t  s e r v i c e  l o c o m o t i v e s  were b o u g h t  new from  

G e n e r a l  M o t o r s  i n  1 9 6 4 ,  1 9 7 5 ,  19 76  and 1973  and a r e  g e n e r a l l y  i n  

f a i r  c o n d i t i o n .  F i v e  (5) o f  t h e s e  w i l l  need i n t e r m e d i a t e  e n g in e  

o v e r h a u l  and a l l  u n i t s  w i l l  r e q u i r e  t r u c k  o v e r h a u l  i n  t h e  ne ar  

f u t u r e .



The G P - 4 0 - * ,  f r e i g h t  s e r v i c e  l o c o m o t i v e s  p u r c h a s e d  fro m  

Chrome C r a n k s h a f t  ( o u t  o f  a C o n r a i l  l e a s e ) / a r e  i n  v e r y  good 

c o n d i t i o n .

P h o t o g r a p h s  o f  some t y p i c a l  A l a s k a  R a i l r o a d  owned l o c o m o t i v e s  

a r e  i n c l u d e d  i n  Appendix  I I .

P a s s e n g e r  Equ ip m en t

The A l a s k a  R a i l r o a d  p a s s e n g e r  f l e e t  c u r r e n t l y  c o n s i s t s  o f  52 

c a r s ,  46 o f  w h ic h  a r e  owned by t h e  R a i l r o a d  and s i x  o f  w h ic h  a r e  

l e a s e d  fro m  AMTRAK.

The R a i l r o a d  owned p a s s e n g e r  e q uip m en t  i s  g e n e r a l l y  i n  f a i r  

c o n d i t i a . i  w i t h  t h e  e x c e p t i o n  o f  t h e  r e c e n t l y '  r e h a b i l i t a t e d  

a l l - e l e c t r i c  c a r s  w h ic h  a r e  i n  l i k e  new c o n d i t i o n .  The 

a l l - e l e c t r i c  c a r s  i n c l u d e  s i x  c h a i r  c a r s ,  one l u n c h  c o u n t e r / c a f e  

l o u n g e ,  one dome c a r  and two baggage c a r s .  The a v e r a g e  age o f  

t h e  p a s s e n g e r  c a r  f l e e t  i s  29 y e a r s .

The p a s s e n g e r  c a r  f l e e t  i s  d e t a i l e d  i n  Appendix  I ,  E x h i b i t  8 ,  

by m a n u f a c t u r e r ,  c l a s s / t y p e ,  d a t e  b u i l t / r e m a n u f a c t u r e d ,  d a t e  

r e c e i v e d  by th e  R a i l r o a d ,  o r i g i n a l  ow ner,  c u r r e n t  c o n d i t i o n ,  and 

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

E x h i b i t  was o b t a i n e d  from  The A l a s k a  R a i l r o a d  d a t a ,  t h e  

r a i l r c r d ' s  e q u ip m e n t  managers  and by v i s u a l  i n s p e c t i o n  o f  

a v a i l a b l e  e q u ip m e n t .

j-lr



P h o t o g r a p h s  o f  t y p i c a l  R a i l r o a d  owned p a s s e n g e r  c a r s  a re  

i n c l u d e d  i n  A p pe ndix  I I *

F r e i g h t  C a rs

The A l a s k a  R a i l r o a d  c u r r e n t l y  owns 1 , 6 4 2  f r e i g h t  c a r s  o f  th e  

f o l l o w i n g  t y p e s :

Q u a n t i t y

1 , 6 4 2

Type

Go ndo las  
Hoppers 

F l a t s  
Boxes 
Tank s  

B a l l a s t  
A i r  Dump 

I n s u l a t e d  Box 
Hy-Cube Box 

CRB F l a t s  
B u lk h e a d  F l a t s  

Covered Hoppers 
R e e f e r s  

S h u t t l e  F l a t s  
TOFC F l a t s

S o u r c e :  The A l a s k a  R a i l r o a d

O f  t h e  1 , 6 4 2  f r e i g h t  c a r s  owned by t h e  M a s k a  R a i l r o a d ,  197 

c a r s  a r e  p r e s e n t l y  p r o h i b i t e d  i n  i n t e r c h a n g e  due t o  ag e.  By t h e  

end o f  1 9 8 3 ,  a t o t a l  o f  7S2 c a r s  w i l l  be p r o h i b i t e d  i n  

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



T h i r t y - s i x  hopper c a r s  and 51 t a n k  c a r s  a r e  o p e r a t i n g  i n  

r e s t r i c t e d  s e r v i c e ,  e x c l u s i v e l y  on t h e  A l a s k a  R a i l r o a d ,  u n t i l  

December 31', 1983 under a w a i v e r  g r a n t e d  by th e  F e d e r a l  R a i l r o a d  

' A d m i n i s t r a t i o n .

T h e r e  a r e  114 c a r s  i n  s e r v i c e  t h a t  a r e  o v e r  50 y e a r s  o l d ,  87 

o p e r a t i n g  under FRA w a i v e r  and 27 i n  m a i n t e n a n c e  o f  way s e r v i c e .

The a v e ra g e  age o f  The A l a s k a  R a i l r o a d  owned f r e i g h t  c a r  

f l e e t  i s  a p p r o x i m a t e l y  31 y e a r s .

The f r e i g h t  c a r  f l e e t  i s  d e t a i l e d  i n  Appendix  I ,  E x h i b i t  9 ,  

by t y p e ,  d a t e  b u i l t / a g e ,  c a p a c i t y ,  q u a n t i t y ,  c u r r e n t  c o n d i t i o n  

and c o m m e n t s / r e p a i r s  needed. T h i s  i n f o r m a t i o n  was o b t a i n e d  from 

The A l a s k a  R a i l r o a d  s u p p l i e d  s t a t u s  r e p o r t s ,  i n t e r v i e w s  w i t h  th e  

r a i l r o a d ' s  e q u ip m e n t  managers and by o n - s i t e  i n s p e c t i o n s  o f  

a v a i l a b l e  e q u ip m e n t .

P h o t o g r a p h s  o f  t y p i c a l  R a i l r o a d  owned f r e i g h t  c a r s  a r e  

i n c l u d e d  i n  Appendix  I I .

Highway V e h ic le s -O w n e d  and Leased

The A l a s k a  R a i l r o a d  owns a f l e e t  o f  33 highway v e h i c l e s ,  24 

o f  w h ic h  a r e  equipped w i t h  h y - r a i l . g e a r , and l e a s e s  106 highway 

v e h i c l e s  f ro m  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n .  A co m p le te  

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

d e t a i l e d  i n  A ppe ndix  I I ,  E x h i b i t  5 1 .  The h ighw ay v e h i c l e  f l e e t  

i s  g e n e r a l l y  i n  good c o n d i t i o n .



A s c h e d u l e  o f  R a i l r o a d  owned h ig h w a y  v e h i c l e s ,  i n c l u d i n g  

v e h i c l e  c o n d i t i o n ,  i s  c o n t a i n e d  i n  A p p e n d ix  I ,  E x h i b i t  1 0 .

A p h o t o g r a p h  o f  a t y p i c a l  h y - r a i l  eq uip p ed  h i g h w a y  v e h i c l e  i s  

i n c l u d e d  i n  A p pe ndix  I I .

Snow P l o w s ,  C ra n e s  and M i s c e l l a n e o u s  E q u ip m e n t

The A l a s k a  R a i l r o a d  c u r r e n t l y  m a i n t a i n s  45 p i e c e s  o f  

m i s c e l l a n e o u s  e q u ip m e n t  i n c l u d i n g  t h r e e  snow p l o w s ,  11 l o c o m o t i v e  

c r a n e s  and d i t c h e r s ,  t h r e e  s p r e a d e r s ,  27 c a b o o s e s  and a b u s i n e s s  

c a r .

The snow p l o w s ,  c r a n e s  and m i s c e l l a n e o u s  e q u ip m e n t  c o n d i t i o n  

i s  d e s c r i b e d  i n  A p p e nd ix  I ,  E x h i b i t  1 1 .

The t h r e e  snow p lo w s  a r e  i n  f a i r  c o n d i t i o n ,  s i x  o f  t h e  

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

poor c o n d i t i o n .  One o f  t h e  s p r e a d e r s  i s  i n  po or  c o n d i t i o n  and 

two a r e  i n  good c o n d i t i o n .

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

have been r e c e n t l y  r e f u r b i s h e d .

The A l a s k a  R a i l r o a d  b u s i n e s s  c a r ,  " D e n a l i * ,  was r e c e n t l y  

r e b u i l t  and i s  i n  good c o n d i t i o n . .

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

c a b o o s e s  and th e  b u s i n e s s  c a r  a r e  i n c l u d e d  i n  A p pe ndix  I I .



M a i n te n a n c e  o f  Way Equipm ent

The m a i n t e n a n c e  o f  way eq uipm ent  i s  sum m arized i n  E x h i b i t  12 

o f  Appendix I  by t y p e ,  q u a n t i t y ,  c u r r e n t  c o n d i t i o n  and comments 

and i s  d e t a i l e d  i n  A ppe ndix  I I ,  E x h i b i t  SO. T h i s  i n f o r m a t i o n  was 

s u p p l i e d  by The A l a s k a  R a i l r o a d  and was sup p le m e nte d  and updated 

by th e  r a i l r o a d ' s  e q u ip m e n t  managers  and by a c t u a l  i n s p e c t i o n  o f  

a v a i l a b l e  e q u ip m e n t .

The g e n e r a l  a s s e s s m e n t  o f  t h e  m a in t e n a n c e  o f  way eq uip m en t  i s  

f a i r  t o  good and i t  i s  w e l l  m a i n t a i n e d .

T y p i c a l  p h o t o g r a p h s  o f  3now rem oval  e q u ip m e n t  and m a i n t e n a n c e  

o f  way c r a n e s  a r e  i n c l u d e d  i n  Appendix  I I .

Shop Equipm ent

The A l a s k a  R a i l r o a d  shop e q uipm en t  i s  d e t a i l e d  i n  Appendix  I , 

E x h i b i t  1 3 ,  by e q uip m en t  d e s c r i p t i o n ,  q u a n t i t y ,  c a p a c i t y ,  

l o c a t i o n  and c o n d i t i o n .

The shop e q u ip m e n t ,  w i t h  th e  e x c e p t i o n  o f  o v e rh e a d  c r a n e s  and 

some s p e c i a l i t y  i t e m s  s u c h  as  drop t a b l e s ,  i s  g e n e r a l l y  i n  f a i r  

t o  good c o n d i t i o n .

The l i s t i n g  o f  e q u ip m e n t  and i t s  g e n e r a l  c o n d i t i o n  was 

p r o v id e d  by The A l a s k a  R a i l r o a d  and has  been sup p le m e n te d  by 

d i s c u s s i o n s  w i t h  th e  r a i l r o a d ' s  e q uip m en t  m a n a g e rs .

P h o t o g r a p h s  o f  t y p i c a l  sh op e q uip m en t  a r e  i n c l u d e d  i n  

Appendix  I I .





C O N T I N U I N G  OPERA TION EVALUATION

The c o n d i t i o n  o f  t r a c k  c o m p o n e n ts ,  b r i d g e s ,  t u n n e l s ,  

b u i l d i n g s ,  m a r in e  f a c i l i t i e s ,  s i g n a l s  and c o m m u n ic a t i o n  equipm ent  

has  been b r i e f l y  d e s c r i b e d ,  b u t  i t  i s  a p p r o p r i a t e  t o  e l a b o r a t e  on 

t r a c k  c o n d i t i o n s .

Sam ples  off a l l  ty p e s  o f  t r a c k ,  m ain  l i n e ,  b ranch l i n e ,  

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

• h y - r a i l  v e h i c l e  a n d / o r  on f o o t .  A w a l k i n g  i n s p e c t i o n  was made o f  

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

m o st  o f  t h e  t r a c k s  and a l l  l a d d e r  t r a c k s .  S p o t  w a l k i n g  

i n s p e c t i o n s  u s u a l l y  c o n s i s t e d  o f  a minimum o f  20 r a i l  l e n g t h s .

I n  a d d i t i o n ,  an o v e r a l l  i n s p e c t i o n  was made o f  th e  main  l i n e  i n  

b o th  d i r e c t i o n s  between Anchorage and F a i r b a n k s  from a s p e c i a l  

t r a i n .

Th e se  i n s p e c t i o n s  i n d i c a t e d  t h e  r a i l  t o  .be i n  r e l a t i v e l y  good 

c o n d i t i o n  f o r  t h e  u s e  i n t e n d e d ,  i . e . ,  m ain  t r a c k ,  s i d i n g ,  y a r d ,  

e t c .  T r a f f i c  on t h e  s h a r p e r  c u r v e s  on t h e  m ain  l i n e  i s  c a u s i n g  

c o n s i d e r a b l e  head w e a r .  However,  worn r a i l  i s  t u r n e d 4 /  or  renewed 

w e l l  b e f o r e  t h e  o c c u r r e n c e  o f  any p r o b le m s .  I n  f a c t ,  c u r v e  worn 

r a i l  i s  t u r n e d  o r  renewed w e l l  b e f o r e  i t  i s  worn t o  th e  e x t e n t

Fixed Facilities A ssessment

V  T u r n i n g  means r e v e r s i n g  a r a i l  i n  th e  same l o c a t i o n  so  t h a t  
t h e  gauge o r  i n s i d e '  becomes t h e  f i e l d  o r  o u t s i d e ,  and th e  unworn 
f i e l d  s i d e  becomes t h e  gauge s i d e .



t h a t  e a s t e r n  U n i t e d  S t a t e s  h e avy  t o n n a g e  r a i l r o a d s  w ould  t a k e  

s i m i l a r  a c t i o n .  When i t  i s  d e c id e d  t o  r e l a y  t h i s  r a i l ,  i t  i s  

renewed w i t h  a chrome a l l o y  (Chroma) r a i l  i n  78 f o o t  l e n g t h s .

On s i d i n g  and y a r d  t r a c k s  th e  l i g h t  70 l b .  ASCE r a i l  i s  

g e n e r a l l y  i n  f a i r  c o n d i t i o n .  B e c a u s e  no r a i l  a n c h o r s  a r e  used on 

t h i s  r a i l ,  i t  i s  r u n n i n g  (moving l o n g i t u d i n a l l y )  an d ,  i n  c e r t a i n  

i n s t a n c e s ,  s k e w in g  t i e s  a t  j o i n t s .  A fe w  p o o r  c o n d i t i o n s  were 

n o t e d  on t h e  a u x i l i a r y  t r a c k s  a t  B i r c h w o o d  and i n  A nch orage y a r d ,  

i n v o l v i n g  d e f e c t i v e  and skewed t i e s  t o g e t h e r  w i t h  po or  s u r f a c e  

and l i n e .  B u t ,  g e n e r a l l y ,  s u r f a c e  i s  f a i r  w i t h  some b e n t  j o i n t s  

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

p r o b le m .  T h i s  r a i l ,  u n d o u b t e d l y ,  w ould  n o t  h o l d  up un der  he avy 

t o n n a g e  c o n d i t i o n s .  I t  i s  b e i n g . r e p l a c e d  w i t h  se con d  hand ( S . H . )  

o r  f i t  115  l b .  r a i l  aa i t  becomes a v a i l a b l e  f r o m  m ain  l i n e  

r e n e w a l s .

The 90 l b .  r a i l  i s  i n  two s e c t i o n s ,  ASCE and RA o f  w hich  

t h e r e  i s  a t o t a l  o f  1 7 . 8  t r a c k  m i l e s .  A p p r o x i m a t e l y  37 p e r c e n t  

o f  t h i s  t r a c k  was l a i d  w i t h o u t  t i e p l a t e s .  S t r e t c h e s  l a i d  w i t h  

t i e p l a t e s  and r a i l  a n c h o r s ,  i . e . ,  t h e  F a i r b a n k s  A i r p o r t  S p u r ,  a r e  

i n  good l i n e  and s u r f a c e .  The 75 l b .  ASCE r a i l  l a i d  o n l y  on t h e  

E i e l s o n  B r a n c h  i s  i n  f a i r  c o n d i t i o n .  L i g h t  r a i l ,  €5 and 70 l b . ,  

i s  l a i d  on  t h e  t r a c k s  i n  t h e  o u t - o f - s e r v i c e  V a l d e z  f a c i l i t y  and 

n o t  a f a c t o r .



F o r  t h e  p a s t  s i x  y e a r s  t h e y  have a v e r a g e d  a b o u t  2 0 , 2 0 0 .  See 

A p p e n d ix  I ,  E x h i b i t  1 5 .  F o r  t h i s  y e a r ,  4 0 , 0 0 0  were o r i g i n a l l y  

prog ram e d ,  b u t  t h i s  number h a s  been r e d u c e d  t o  a p r o j e c t e d  

2 5 , 0 0 0 .  A t  p r e s e n t ,  5 0 , 0 0 0  a r e  programmed f o r  1 9 8 4 .  Sample  s p o t  

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

somewhat more t h a n  p r e s e n t l y  p r o j e c t e d  f o r  1 9 8 3 ,  b u t  l e s s  t h a t  

programmed f o r  19 84  s h o u l d  be a d e q u a t e  f o r  t h e  n e x t  f i v e  y e a r s .  

Beyond t h a t ,  r e n e w a l s  w i l l  p r o b a b l y  have t o  be i n c r e a s e d  

s i g n i f i c a n t l y .

The A l a s k a  R a i l r o a d  h a s  been p u r s u i n g  an a m b i t i o u s  

r e b a l l a s t i n g  and s u r f a c i n g  p rog ram  w i t h  e x c e l l e n t  r e s u l t s .  W i t h  

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

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

s u r f a c e d  and l i n e d  on c l e a n  d r y  b a l l a s t .  The c r u s h e d  g r a v e l  now 

i n  use  i s  a v a s t  im p ro v e m e n t  o v e r  t h e  p i t  r u n  g r a v e l .  D u r i n g  t h e  

p a s t  two y e a r s ,  an a v e r a g e  o f  a b o u t  7 7 , 0 0 0  c u b i c  y a r d s  o f  b a l l a s t  

were dumped and 180 m i l e s  o f  t r a c k  s u r f a c e d .  T h i s  means t h a t  

a b o u t  55 p e r c e n t  o f  t h e  a c t u a l  t o t a l  m i l e a g e  on t h e  r a i l r o a d  was 

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

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

t h e  p r i m i t i v e  m e th o d s  o f  s u b - g r a d e  c o n s t r u c t i o n  (by t o d a y ' s  

s t a n d a r d s )  u se d  on t h e  o r i g i n a l  l i n e s ,  t h e r e  a r e  s i g n i f i c a n t  

m i l e s  o f  t r a c k  t h a t  m u s t  be s u r f a c e d  e v e r y  y e a r  a f t e r  t h e  s u r f a c e  

f r o s t  i s  gone t o  remove s h i m s  and l o n g  s t r e t c h e s  o f  s l o w  o r d e r s .  

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

t h e  p a s t  two y e a r s  i s  a d e q u a t e .  H ow ev e r,  an i n c r e a s e  i n



The r a i l r o a d  p r o j e c t s  th e  r ene w al  o f  3 1 , 2 0 0  f e e t  o f  r a i l  i n  

1983 and i s  p r e s e n t l y  programming 5 2 , 8 0 0  f e e t  f o r  1 9 8 4 .  

C o n s i d e r i n g  p r e s e n t  and p r o j e c t e d  t r a f f i c  volum es t o g e t h e r  w i t h  

th e  p r e s e n t  r e l a t i v e l y  good r a i l  c o n d i t i o n s ,  th e  R a i l r o a d ' s  1983 

and 1984 l e v e l s  appear  a d e q u a te .  However,  i n  f u t u r e  y e a r s ,  new 

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

wear and t h e  need t o  use  some m ain  l i n e  r a i l  t o  r e p l a c e  worn 

l i g h t  r a i l  i n  y a r d s  and s i d i n g s . 5 /

Even th oug h t h a  c r o s s t i e s  a r e  s o f t w o o d  w i t h  many o f  them now 

i n  t r a c k  a p p r o a c h in g  o r  o v e r  30 y e a r s ,  t h e y  a r e  i n  v e r y  good 

c o n d i t i o n .  A few i n s p e c t i o n s  r e v e a l e d  a s  few as  one d e f e c t i v e  

t i e  per 20 r a i l  l e n g t h s  (780 f e e t ) . T h e r e  was no i n s t a n c e  fo und 

where t h e  t i e s  d id  n o t  meet t h e  FRA C l a s s  3 t r a c k  s t a n d a r d s  on 

th e  m ain  l i n e  o r  C l a s s  2 on s i d i n g s  and i n  y a r d s  w i t h  t h e  few 

e x c e p t i o n s  a t  B irc h w o o d  and Anchorage y a r d .  Some r e p l a c e d  t i e s  

were i n s p e c t e d  o f  w hich  many d id  n o t  appear d e f e c t i v e  as  d e f i n e d  

i n  t h e  FRA T r a c k  S a f e t y  S t a n d a r d s .  I t  i s  a p p a r e n t  t h a t  th e  t i e  

r e n e w a ls  d u r i n g  t h e  p a s t  f i v e  y e a r s  have been a d e q u a te  t o  

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

The r a i l r o a d  e s t i m a t e s  average t i e  l i f e  a t  37 y e a r s  so t h a t  

norm al t i e  r e n e w a ls  s h o u l d  ave rage a p p r o x i m a t e l y  5 6 , 0 0 0  a n n u a l l y ,

f t

5 /  The R a i l r o a d  d eveloped a "N orm al C a p i t a l  Program" (see 
Appendix 1 ,  E x h i b i t  14) c o v e r i n g  a l l  d e s i r e d  p r o j e c t s  i f  cash  
f l o w  and t r a f f i c  w a r r a n t e d .  T h a t  program would p r o v i d e  f o r  20 
m i l e s  o f  new r a i l  per y e a r .  However, f u t u r e  needs may n o t  
n e c e s s a r i l y  i n c r e a s e  t o  th e  l e v e l s  p r o j e c t e d  i n  t h a t  "Normal 
C a p i t a l  P r o g ra m " .



b a l l a s t  i s  programmed f o r  t h i s  y e a r  and n e x t ,  w i t h  a m o d e ra te  

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

i s  ch arged t o  c a p i t a l .  The f o l l o w i n g  t a b l e  p r o v i d e s  a 

c o m p a r is o n .

A c t u a l  and P r o j e c t e d  B a l l a s t  and S u r f a c i n g  
1981 T h ro u g h  1984

A c t u a l  
Average 

1981 & 1982 1983

I n c .  vs 
81 & 82

1984

I n c .  vs 
81 & 82

A c t u a l % A c t u a l  f »

B a l l a s t - C u .  Y ds.  
S u r f a c i n g - T r k .  M i .

7 7 , 0 0 0
180

1 2 0 , 0 0 0
200

4 3 , 0 0 0
20

56
11

1 6 0 , 0 0 0
200

8 3 , 0 0 0
20

10

S o u r c e :  The A l a s k a  R a i l r o a d

T h e r e  a r e  many o t h e r  c o n d i t i o n s  c a u s i n g  p ro b le m s w i t h  

e x p e n s i v e  s o l u t i o n s .  M a i n t a i n i n g  banks t o  h o l d  t h e  sub grad e 

a lo n g  t h e  T u r n a g a i n  Arm a g a i n s t  t h e  t i d e s  and a l o n g  r i v e r s  

a g a i n s t  t h e  c u r r e n t  r e q u i r e s  c o n t i n u a l  dumping o f  r i p - r a p  o r  . 

armor  r o c k .  I n  1 9 8 1 ,  a p p r o x i m a t e l y  3 , 8 0 0  c u b i c  y a r d s  o f  t h i s  

m a t e r i a l  was p l a c e d  f o l l o w e d  by 2 , 0 0 0  i n  1 9 8 2 .  T h i s  work 

c o n t i n u e s  t h i s  y e a r  and m u st  c o n t i n u e  i n  f u t u r e  y e a r s  t o  keep th e  

-e i n  s e r v i c e .

f

9

S i n c e  f r o s t  heaves d u r i n g  th e  s e v e r e  w i n t e r s  a r e  a m a jo r  

p r o b le m ,  c o n t i n u a l  shimming i s  r e q u i r e d  t o  keep o p e r a t i n g  even 

under s l o w  o r d e r  c o n d i t i o n s .  S p e c i a l  t r a c k  f a s t e n i n g s  t o  p e r m i t  

s h im s  up t o  10 i n c h e s  t h i c k  were fo u n d  i n  t h e  snow shed a t  m i l e  

p o s t  1 1 . 3 ,  and a t  m i l e  p o s t  1 5 1 . 3 ,  c o n c r e t e  t i e s  have been
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i n s t a l l e d  w i t h  t h r e a d e d  f a s t e n i n g s  p e r m i t t i n g  t h e  u s e  o f  

" s l o t t e d "  s t e e l  s h im s  up t o  s i x  i n c h e s  t h i c k .  See A p p e n d ix  I I ,  

Sh im  P i c t u r e s .  A t  t h i s  l o c a t i o n  b o t h  s i d e s  o f  a s h o r t  s t a b l e  

s t r e t c h  heave e v e r y  w i n t e r  r e q u i r i n g  t h e  sh im m ing o f  t h e  r a i l s  

a c r o s s  t h e  s t a b l e  o r  " l o w  s p o t . "  T h e n ,  as  th e  f r o s t  th aw s th e  

t r a c k  m u s t  be c l o s e l y  w a tc h e d  i n  o r d e r  t o  remove t h e s e  s h im s  a t  

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

A f t e r  t h e  s h im s  a r e  removed s u r f a c i n g  and l i n i n g  i s  u s u a l l y  

r e q u i r e d  t o  r e s t o r e  t h e  t r a c k  t o  a n o r m a l  speed o p e r a t i o n .  T h e se  

a r e  j u s t  two exa m p les  o f  an e x p e n s i v e  f r o s t  and sh im ming proble m 

on t h i s  r a i l r o a d .  T h e r e  a r e  27 b u i l d i n g s  each c o n t a i n i n g  96 

s q .  f t .  o f  w h i c h  t h e  o n l y  p u r p o s e  i s  t o  s t o r e  s h i m s ,  and t h e y  a re  

r e f e r r e d  t o  a s  sh im  s h e d s .

Some s t r e t c h e s  o f  t h e  m ain  l i n e  a r e  a d j a c e n t  t c  h i l l s  on 

w h i c h  t h e r e  a r e  mud s l i d e s .  T h i s  mud p u s h e s  up agai . . .  c th e  t r a c k  

and i n  i n s t a n c e s  o v e r  i t .  See A ppe ndix  I I ,  S l i d e  Pic fru  e s .  

D r a i n a g e  d i t c h e s  a r e  b lo c k e d  and i n  some c a s e s  t h e  t r a c k  i s  moved 

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

move t h i s  mud o u t  e i t h e r  t o  t h e  o p p o s i t e  s i d e '  o f  t h e  t r a c k  o r  t o  

a n o t h e r  l o c a t i o n  v i a  dump c a r s .  A t  some l o c a t i o n s ,  t h e  r a i l r o a d  

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

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

t h e  t r a c k  i n  an a t t e m p t  t o  p r e s e r v e  t h e  a l i g n m e n t .
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#
The t i m e t a b l e  l i s t s  35 s l i d e  a r e a s  c o v e r i n g  a t o t a l  3 9 . 6 5

%

m i l e s .  O f  t h e s e ,  23 a r e  f o r  sn ow, 11 f o r  mud and d i r t  and 25 f o r  

r o c k .  ( T h i s  t o t a l s  more t h a n  35 b eca use  i n  some s l i d e  a r e a s  more 

th a n  one ty p e  o f  m a t e r i a l  i s  i n v o l v e d . )  A l l  ty p e s  o f  s l i d e s  c a n ,  

and some do, c a u s e  d i s r u p t i o n  t o  t r a i n  o p e r a t i o n s  and 

c o n s i d e r a b l e  c o s t  t o  remove t h e  m a t e r i a l  and r e s t o r e  t h e  t r a c k  t o  

s e r v i c e .

C o n d i t i o n s  on t h e  l i n e  between Seward and P o r t a g e ,  

s p e c i f i c a l l y  between m i l e  p o s t s  40 and 5 4 ,  r e s u l t  i n  s e v e r e  

o p e r a t i n g  prob le m s and h i g h  m a i n t e n a n c e  e x p e n s e .  T h i s  s t r e t c h  o f  

t r a c k  w in d s  i t s  way t h r o u g h  and o v e r  t h e  m o u n t a i n s  arou nd  c u r v e  

a f t e r  c u r v e  o f  up t o  14 d e g re es  and up and down s t e e p  g r a d e s ,  

i n c l u d i n g  t h e  r u l i n g  g r a d e s ,  s o u t h b o u n d ,  3 . 0  p e r c e n t  and 

n o r t h b o u n d ,  2 . 0  p e r c e n t .  S i x  o f  t h e  p o o r e s t  u n l i n e d  r o ck  t u n n e l s  

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

f u r t h e r  compound t h e  p r o b le m .  I n  t h e  w i n t e r  l a r g e  i c i c l e s  as  b ig  

as  s t a l a c t i t e s  fo rm  and i c e  f i l l s  t h e  t r a c k  t o  o v e r  th e  r a i l .

A l l  o f  t h i s  m u s t  be c o n t i n u a l l y  removed t o  keep t r a i n s  o p e r a t i n g .

Betw een t h e  t u n n e l s  t h e r e  a r e  r o c k  c l i f f s  o r  one s i d e  w i t h

a t t e n d a n t  w i n t e r  snow s l i d e s  and f a l l i n g  ro ck  a t  any t i m e ,  w i t h

5 . 7  m i l e s  o f  t h i s  s t r e t c h  d e s i g n a t e d  as  " S l i d e  A r e a . "  A s t e e l

deck t r u s s  b r id g e  i s  l o c a t e d  i m m e d i a t e l y  s o u t h  o f  t h e  s o u t h

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

f i r s t  and s e c o n d ,  and a t h i r d  between th e  f o u r t h  and f i f t h9 •

' t u n n e l .  D u r in g  t h e  w i n t e r  i t  i s  a se ve n  day pe r  week j o b ,  u s i n g
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h e a v y  e q u ip m e n t ,  t o  keep t h e  t r a c k  t h r o u g h  t h i s  a r e a  open f o r  

r a i l  t r a f f i c .

A n o t h e r  c r i t i c a l  s t r e t c h  o f  t r a c k  i s  l o c a t e d  i n  t h e  3 e a l y  

Canyon betw een m i l e ’ p o s t s  3 4 8 . 5  and 3 5 7 .  I n  t h i s  a r e a  t h e  

r a i l r o a d  i s  b u i l t  on t h e  side* o f  t h e  m o u n t a i n  a l o n g  t h e  w e s t  s i d e  

o f  t h e  t w i s t i n g  Nenana R i v e r .  T h i s  s t r e t c h  o f  t r a c k  i s  

p r a c t i c a l l y  a l l  c u r v e s  up t o  10 d e g r e e s .  The m o u n t a i n  r i s e s  

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

t h e  e a s t  s i d e  d r o p s  s t e e p l y  t o  t h e  r i v e r  o v e r  100 f e e t  b elo w .  

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

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

r i v e r .  P i l i n g  h a s  been d r i v e n  a l o n g  t h e  e a s t  3 i d e  o f  t h e  t r a c k  

i n  many a r e a s  i n  an e f f o r t  t o  . s t a b i l i z e  t h e  t r a c k .  See 

A ppendix  I I ,  H e a l y  Canyon P i c t u r e s .  As a r e s u l t  o f  s u b s i d e n c e  

and c o n t i n u a l  c h a n g e s  i n  a l i g n m e n t ,  no r e c o r d  o f  t h e  de gre e  o f  

some c u r v e s  i n  t h i s  a r e a  i s  r e c o r d e d  on t h e  t r a c k  c h a r t .

M a i n t a i n i n g  a r a i l r o a d  un d e r  t h e s e  c o n d i t i o n s  i a  a m ost  

e x p e n s i v e  u n d e r t a k i n g .  B a l l a s t  and f i l l  m a t e r i a l s  m ust  be 

r e p e a t e d l y  dumped, and t h e  t r a c k  s u r f a c e d  and l i n e d  even f o r  a 20 

m i l e  p e r  h o u r  maximur-i speed f o r  p a s s e n g e r  t r a i n s  and 15 f o r  

f r e i g h t .  B u t  even more c r i t i c a l "  i s  t h e  f a c t  t h a t  under t h e  r i g h t  

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

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

t r a c k  s t r u c t u r e  down i n t o  t h e  Nenana R i v e r .  R a i l r o a d  p e r s o n n e l  

a r e  c o n t i n u a l l y  on  t h e  a l e r t  f o r  s u c h  an o c c u r r e n c e  and a r e ,  o f



c o u r s e ,  p r o t e c t i n g  t h e  movement o f  a l l  t r a i n s .  I f  th e  r a i l r o a d  

i s  t o  c o n t i n u e  t o  i n c r e a s e  i t s  t r a f f i c  and t r a i n  movements and 

o p e r a t e  a r e l i a b l e  s e r v i c e ,  r e c o n s t r u c t i o n  or  r e l o c a t i o n  o f  th e  

t r a c k  s t r u c t u r e  t h r o u g h  t h i s  a r e a  a p p e a rs  t o  be a n e c e s s i t y .

S e v e r e  A l a s k a n  w i n t e r s  b r i n g  heavy a c c u m u l a t i o n s  o f  snow and

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

c o n s i d e r i n g  w i n t e r  t r a f f i c  v o l u m e s ,  f o r  r em oval  t o  keep th e  

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

th e  p a s t  f i v e  y e a r s  as  r e p o r t e d  by t h e  r a i l r o a d .

C o s t s  -  Snow and I c e  Removal*
FY 1970 t o  FY 1983

1983 $ 9 3 6 , 7 8 9
1982 9 4 1 , 1 3 0
1981 7 0 3 , 1 4 0
1980 6 5 7 , 9 2 5
1979 6 6 0 , 9 1 9

* The c o s t s  f o r  1981 t h r o u g h  1983 were f u r n i s h e d  ^ y  t h e  
E n g i n e e r i n g  D e p a r tm e n t .  Th o se  f o r  1979 and 1980 a.*e from  th e  
F i n a n c i a l  S t a t e m e n t s ,  M a i n t e n a n c e  o f  Way O p e r a t i n g  E x p e n se ,  
c a p t i o n e d  "Removing Snow, I c e  and Sand and Car C l e a n i n g . "  
( M a in te n a n c e  o f  Way p e r f o r m s  no c a r  c l e a n i n g . )

E qu ip m en t  A s s e s s m e n t

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

c a r s ,  h ig hw a y v e h i c l e s ,  snow p l o w s ,  c r a n e s  and m i s c e l l a n e o u s  

e q u ip m e n t ,  m a i n t e n a n c e  o f  way and shop e q u ip m e n t  has  been 

d e s c r i b e d  i n  t h e  I n v e n t o r y  and C o n d i t i o n  A s s e s s m e n t  s e c t i o n  o f  

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



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

v ie w  o f  th e  s e r v i c e  l i f e  and m a i n t a i n a b i l i t y  o f  t h e  e q u ip m e n t  t o  

p r o v i d e  t h e  r e q u i r e d  s e r v i c e .

To e s t a b l i s h  th e  m a i n t a i n a b i l i t y  o f  e q u ip m e n t ,  we i n s p e c t e d
i

t h e  R a i l r o a d ' s  sh o p s  and shop f a c i l i t i e s  and had d i s c u s s i o n s  w i t h  

The A l a s k a  R a i l r o a d  p e r s o n n e l  r e s p o n s i b l e  f o r  e q u ip m e n t  

m a i n t e n a n c e .

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

s t o c k  h a s  g e n e r a l l y  been m a i n t a i n e d  on an " a s  needed r e p a i r "  

b a s i s  r a t h e r  t h a n  on a programmed r e h a b i l i t a t i o n / o v e r h a u l  b a s i s .  

H owever,  t h e  r a i l r o a d  i s  now e s t a b l i s h i n g  c e r t a i n  programmed 

m a i n t e n a n c e ,  s u c h  as  F ~ 7 ,  GP-7  and GP-40  l o c o m o t i v e  

r e h a b i l i t a t i o n  and shop o v e rh e a d  c r a n e  o v e r h a u l .

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

t o  meet s e r v i c e  r e q u i r e m e n t s .  M a j o r  o v e r h a u l / r e h a b i l i t a t i o n  o f  

p a s s e n g e r  e q u ip m e n t  h a s  n o t  been done on t h e  R a i l r o a d .  The 

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

t o  G e n e r a l  E l e c t r i c ' s  o v e r h a u l / r e h a b i l i t a t i o n  f a c i l i t y  i n  

H o r n e l l ,  New Y o r k .

The h ig h w a y  v e h i c l e  f l e e t ,  i n c l u d i n g  t h e  v e h i c l e s  equipped 

w i t h  h y - r a i l  g e a r ,  i s  i n  good c o n d i t i o n .  However,  s h o u l d  th e  

o w n e r s h i p  o f  The A l a s k a  R a i l r o a d  be t r a n s f e r r e d  fro m  t h e  F e d e r a l  

G o ve rn m e n t ,  t h e  l e a s e d  v e h i c l e  f l e e t  may no l o n g e r  be a v a i l a b l e  

f ro m  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n .  I f  t h i s  f l e e t  were no



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

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

t h e s e  l e a s e d  v e h i c l e s ,  see Appendix  I I ,  E x h i b i t  51 .

The f r e i g h t  c a r  f l e e t  has  been m a i n t a i n e d  a s  n e c e s s a r y  

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

m a i n t e n a n c e .

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

o f  752 c a r s  by t h e  end o f  1 9 8 3 ,  and t n e  a v e ra g e  age o f  th e  f l e e t ,  

a p p r o x i m a t e l y  31 y e a r s ,  p o i n t  o u t  th e  need f o r  The A l a s k a  

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

needs and f u t u r e  p r o j e c t i o n s ,  even th o u g h  f r e i g h t  c a r  

r e q u i r e m e n t s  f o r  t h e  p r o j e c t e d  e x p o r t  c o a l  m a r k e t  w i l l  be met by 

th e  s h i p p e r .

The snow p l o w s ,  c r a n e s  and m i s c e l l a n e o u s  e q u ip m e n t  a re  i n  

f a i r  t o  good c o n d i t i o n .  Some o v e r h a u l  work w i l l  be r e q u i r e d  on 

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

p r o j e c t i o n s .  The ca b o o se  f l e e t  h a s  r e c e n t l y  been o v e r h a u l e d  and 

i s  i n  good sh a p e .

The heavy e q uip m en t  s h o p ,  w h ich  m a i n t a i n s  m o s t  o f  th e  

M a i n t e n a n c e  o f  Way e q u ip m e n t ,  i s  l a r g e  enough and w e l l  equipped 

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

m a i n t e n a n c e  o f  way e q u ip m e n t .  P l a n n e d  m a i n t e n a n c e  programs s u c h  

a s  e n g in e  and c r a w l e r  t r a c k  r e p l a c e m e n t s  a r e  i n  p l a c e  and 

e f f e c t i v e .  M a j o r  r e h a b i l i t a t i o n / r e m a n u f a c t u r i n g  pl/.ns s u c h  as



r e p o w e r in g  f o r k l i f t s  and g r a d e r s  a r e  a l s o  i n  p l a c e .  The number 

one prob le m  o f  t h e  h e avy  e q u ip m e n t  sh op i s  o b t a i n i n g  p a r t s .

The sh op o v e r h e a d  c r a n e s  a r e  i n  need o f  g e n e r a l  r e p a i r ,  

p r i m a r i l y  b e c a u s e  t h e y  a r e  "w orn  o u t , "  and c r a n e  r a i l s  need t o  be 

a l i g n e d .

The drop p i t  i s  i n  v e r y  bad s h a p e ,  n e e d in g  g e n e r a l  r e p a i r s ,  

and a new t r u c k  a s s e m b l y .

The l o c o m o t i v e  m a c h in e  sh o n  e q u ip m e n t ,  c o n s i s t i n g  p r i m a r i l y  

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

b o i l e r m a k e r  shop e q u ip m e n t  i s  a b o u t  50 p e r c e n t  good and 50 

p e r c e n t  p o o r .  The b l a c k s m i t h  shop i s  an a n t i q u e ,  and t h e  

c a r p e n t e r  sh op i s  good.  The w h e e l  sh op m a c h in e s  a r e  g e n e r a l l y  i n  

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

o u t  o f  s e r v i c e  a w a i t i n g  p a r t s  f r o m  Germany. The e q u ip m e n t  i n  th e  

t i n  sh op i s  o i d ,  b u t  i n  f a i r l y  good c o n d i t i o n .

The r a i l r o a d  h a s  j u s t  begun a p l a n n e d  shop e q u ip m e n t  

m a i n t e n a n c e  program ( p r e v i o u s l y  e q u ip m e n t  was m a i n t a i n e d  o n l y  i f  

i t  needed im m e d ia te  r e p a i r ) , b e g i n n i n g  w i t h  a b u d g e t  a l l o t m e n t  

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

The h e a v y  m a i n t e n a n c e  and r u n n i n g  r e p a i r  f a c i l i t i e s  a r e  

c u r r e n t l y  a d e q u a t e ,  b u t  crow d ed.



T he d i e s e l  r e p a i r  sh o p  i s  o v e r c r o w d e d  and c o n s i d e r a t i o n  i s  

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

a d d i t i o n a l  l o c o m o t i v e s .

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

(5) y e a r s  h a v e  been a d e q u a t e  t o  p r o v i d e  t h e  r e q u i r e d  s e r v i c e .  

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

t o  m e e t  t h e  demands o f  t h e  p r o j e c t e d  i n c r e a s e s  i n  t r a f f i c r 

i n c r e a s e s  i n  c a p i t a l  e x p e n s e s  f o r  new p u r c h a s e s ,  programmed 

m a i n t e n a n c e ,  and i n c r e a s e d  f a c i l i t y  s p a c e  w i l l  be n e e d e d .

F o r  e a c h  o f  t h e  m a j o r  c a t e g o r i e s  o f  f r e i g h t  t r a f f i c ,  t h e  

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

c a t e g o r y  a c t u a l l y  c h a n g e d  b e tw e e n  1 9 7 8  and 1 9 8 2  and how t h e  

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

F r e ig h t  T r a f f i c  -  1973-87 

(Revenue tons)

7 U - 1

P i s e a l  Year 1978 1979 1980 1931 1982 1983 1984 1935 1986 1987

Sand, Giavel & Mud .26 .23 .14 .65 1 1.37 1.37 1.37 1.37 1.37
Coal .91 .80 .90 1.00 1 .97 .96 1.63 1.82 1.94
Petroleum Prods. .85 .63 .57 .36 1 1.31 1.34 1.31 1.34 1.41
Mfgrs. i Misc. .68 • o2 .65 .60 1 .81 ,87 .99 .79 .83
TOFC/COFC .81 .72 .75 .92 1 .88 .97 1.05 •1.02 1.07
Forestry  Prods. .88 .72 1.41 1.31 1 1.44 1.53 1.93 1.93 2.00
Other 1.21 1.04 1.46 ‘ 1.06 .69 .73 .77 .32 .75

Source: The Alaska R a i lro ad



Prom t h e s e  p r o j e c t i o n s ,  t h e  f r e i g h t  t r a f f i c  w i l l  i n c r e a s e  by 

37 p e r c e n t  i n  S a n d ,  G r a v e l  and Mud, 94 p e r c e n t  i n  C o a l ,

41 p e r c e n t  i n  P e t r o l e u m  P r o d u c t s ,  and 100 p e r c e n t  i n  P o r e s t r y  

P r o d u c t s  by 1 9 8 7 ,  w h i l e  TOFC/COFC, M a n u f a c t u r e r s  and 

M i s c e l l a n e o u s  w i l l  r e m a in  f a i r l y  c o n s t a n t ,  and O t h e r s  w i l l  

d e c r e a s e  by 24 p e r c e n t  o v e r  t h e  1982 l e v e l .  The 94 p e r c e n t  

i n c r e a s e  i n  c o a l  t r a f f i c  i s  The A l a s k a  R a i l r o a d ' s  p r o j e c t i o n  o f  

e x p o r t  c o a l .  L o c o m o t i v e s  f o r  l i n e  h a u l  and f r e i g h t  c a r s  w i l l  be 

p r o v i d e d  by t h e  s h i p p e r .  However,  The A l a s k a  R a i l r o a d  w i l l  

m a i n t a i n  t h e  l o c o m o t i v e s  and p r o v i d e  h e l p e r  l o c o m o t i v e s  a3  

r e q u i r e d .

T h e s e  i n c r e a s e s  c o u l d  p r o b a b l y  be met  w i t h  t h e  c u r r e n t  

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

t r a f f i c ,  i f  t h e  c u r r e n t  f l e e t  were i n  good c o n d i t i o n  and 

a v a i l a b l e .  H ow eve r,  t h e  l a r g e  number o f  c a r s  t h a t  w i l l  be 

u n a v a i l a b l e  t o  t h e  A l a s k a  R a i l r o a d  by t h e  end o f  1983 due t o  age 

( p r o h i b i t e d  i n  i n t e r c h a n g e )  w i n — r e q u i r e  s u b s t a n t i a l  i n v e s t m e n t  

i n  f r e i g h t  c a r s  o v e r  t h e  n e x t  f i v e  (5) y e a r s .

The r a i l r o a d  p a s s e n g e r  t r a f f i c  i s  p r o j e c t e d  t o  i n c r e a s e  

betw een 1983 and 1 9 8 7 .  T h i s  t r a f f i c  i n c r e a s e  w i l l  o v e r b u r d e n  th e  

o l d  and o b s o l e t e  s te a m  powered p o r t i o n  o f  t h e  p a s s e n g e r  c a r  

f l e e t .



The l o c o m o t i v e  f l e e t #  th o u g h  a b l e  t o  h a n d l e  t h e  t r a f f i c ,  w i l l  

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

m a i n t a i n  c u r r e n t  and m eet i n c r e a s e d  t r a f f i c  r e q u i r e m e n t s .  

T r a d e - o f f 3  o f  c o s t  t o  r e p a i r  and r e h a b i l i t a t e  many o f  th e  

R a i l r o a d ’ s l o c o m o t i v e s  w i l l  l i k e l y  r e s u l t  i n  "buy new" d e c i s i o n s .

O p e r a t i n g  E x p e n s e s - F l x e d  F a c i l i t i e s

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

e x p e n d i t u r e s  f o r  E n g i n e e r i n g ,  w h ic h  i n c l u d e s  m a in te n a n c e  o f  way 

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

t e n  ye ars '  i f  t h e  r a i l r o a d  i s  t o  be m a i n t a i n e d  a t  i t s  p r e s e n t  

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

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

some t y p e s  o f  roadway work ' f o r m e r l y  h a n d le d  as  a c a p i t a l  c o s t  a r e  

now c h a r g e d  t o  o p e r a t i n g  e x p e n s e s .  I t  a p p e a rs  t h a t  th e  im p a c t  o f  

t h i s  change may be somewhat g r e a t e r  t h a n  p r e s e n t l y  f o r e c a s t e d .

F u r t h e r m o r e ,  i n  t e n  y e a r s ,  t h e  r a i l  now i n  t h e  main  t r a c k  

w i l l  have been i n  s e r v i c e  f o r  o v e r  40 y e a r s ,  w i t h  th e  l i g h t e r  

r a i l  i n  t h e  b ra n c h  l i n e s ,  a u x i l i a r y  t r a c k s  and y a r d s  much o l d e r  

i n  s e r v i c e  y e a r s ,  some r o l l e d  i n  1 9 1 5 .  O b v i o u s l y  a n n u a l  r a i l  

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

t e n  y e a r s ,  b u t  n o t  n e c e s s a r i l y  t o  t h e  20 m i l e s  as  c o n t a i n e d  i n  

th e  p r e v i o u s l y  m e n t io n e d  "N o rm al  C a p i t a l  P r o g r a m . "  The re n e w a l  

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

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

decade wht'n m o s t  o f  t h e  t i e s  now i n  c r a c k  w i l l  be between 35 and 

o v e r  40 y e a r s  o l d .



The f o l l o w i n g  t a b l e  compares a c t u a l  e n g i n e e r i n g  o p e r a t i n g  

e x p e n d i t u r e s  f o r  t h e  p a s t  f i v e  y e a r s  w i t h  t h a  R a i l r o a d ' s  

p r o j e c t i o n s  f o r  t h i s  y e a r  and t h e  n e x t  s i x .

E n g i n e e r i n g  O p e r a t i n g  E x p e nse s  

( E x c l u d i n g  D e p r e c i a t i o n )

N o t e s

A c t u a l *

P r o j e c t e d  9 / 1 / 8 3  

Program  i n
1983 D o l l a r s  _

* Due t o  t h e  p r e v i o u s l y  d i s c u s s e d  a c c o u n t i n g  c h a n g e ,  t h e s e  y e a r s  
a r e  n o t  d i r e c t l y  c o m p a r a b le  w i t h  1983 and beyond.

S o u r c e :  The A l a s k a  R a i l r o a d

T e a r $000

1978 5 , 0 6 3 >
1979 4 , 0 6 8
1980 3 , 9 4 6  >
1 9 81 5 , 4 1 9

.19 82 7 , 4 1 7 /
1983 9 , 8 0 0
1984 9 , 3 4 0  \
1983 9,-770 /
1986 9 , 8 3 0  I
1987 9 , 8 9 0
1988 9 , 9 5 0
1989 10,010 /

E x c e p t  f o r  i t s  p r o j e c t e d  r a i l  and c r o s s t i e  r e n e w a l s ,  we 

d e t e r m i n e d  t h a t  o t h e r  c o s t s  making up t h e  R a i l r o a d ' s  p r o j e c t e d  

e n g i n e e r i n g  o p e r a t i n g  e x p e n s e s  ap p ea r  r e a s o n a b l e .  U s i n g  1983 as  

a b a se  y e a r ,  we m o d i f i e d  t h e  R a i l r o a d ' s  t i e  and r a i l  p r o j e c t i o n s  

t o  a r r i v e  a t  w h a t  we c o n s i d e r  w ou ld  be an a d e q u a te  program t o  

s u p p o r t  t h e  r a i l r o a d ' s  t r a f f i c  p r o j e c t i o n s  o v e r  t h e  n e x t  te n  

y e a r s .  We d e t e r m i n e d  t h a t  an i n c r e a s e  i n  t h e  r a i l r o a d ' s  t i e  and

j - n



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

two p e r c e n t  p r o d u c t i v i t y  improvement commencing i n  f i s c a l  y e a r  

1 9 8 4 .

A c o m p a r is o n  o f  o u r  m o d i f i e d  p r o j e c t e d  exp ense s  w i t h  th e  

r a i l r o a d ' s  p r o j e c t i o n s  a p p e a rs  i n  t h e  f o l l o w i n g  t a b l e .

P r o j e c t e d  E n g i n e e r i n g  O p e r a t i n g  Expenses

( E x c l u d i n g  D e p r e c i a t i o n )  
T h o u s a n d s  o f  1983 D o l l a r s

Year ARR M o d i f i e d D i f f e r e n c e

1983 9 , 8 0 0
1984 9 , 3 4 0 1 0 , 5 6 0 1 , 2 2 0
1985 9 , 7 7 0 1 0 , 5 8 0 810
1986 9 , 8 3 0 1 0 , 6 8 0 850
1987 9 , 8 9 0 1 0 , 7 6 0 870
1988 9 , 9 5 0 1 0 , 9 6 0 1 , 0 1 0
1989 1 0 , 0 1 0 1 1 , 0 6 0 1 , 0 5 0  '
1990 1 0 , 0 1 0 1 1 , 1 6 0 1 , 1 5 0
1991 1 0 , 0 1 0 1 1 , 1 2 0 1 , 1 1 0
1992 1 0 , 0 1 0 1 1 , 2 8 0 1 , 2 7 0
1993 1 0 , 0 1 0 1 1 , 4 5 0 1 , 4 4 0

T o t a l s
( e x c l u d i n g  1983) 9 8 , 8 3 0 1 0 9 , 6 1 0 1 0 ,7 8 0

$

The r a i l r o a d  p r e p a r e d   ̂ r e p o r t  i n  J a n u a r y  1983 e n t i t l e d  

" D e f e r r e d  M a i n t e n a n c e "  showin g a t o t a l  o f  $ 8 8 , 2 0 0 , 0 0 0 .  See 

Appendix  I ,  E x h i b i t  1 7 .  Seven o f  t h e  13 i t e m s  on t h i s  l i s t  

r e l a t e  t o  c a p i t a l  and p e rh a p s  s h o u l d  be c o n s i d e r e d  as  " D e f e r r e d  

C a p i t a l  S p e n d i n g . "  The e t h e r  i t e m s  a r e  i n  t h e  m’a i n t e n a n c e
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c a t e g o r y .  Tha  t i a  and r a i l  numbers i n  t h a t  a n a l y s i s  a r e  based on 

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

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

appear  q u i t e  a d e q u a t e .  On t h e  ground i n s p e c t i o n s  d i d  n o t  r e v e a l  

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

t h r e e  i t e m s ;  y a r d s ,  t u r n o u t  r e n e w a l  o r  r a i l  j o i n t s .  However,  i t  

d i d  a p p e a r  t h a t  t h e r e  may be an e x c e s s i v e  number o f  c h ip p e d  r a i l  

h e ad s  ( s u r f a c e )  a t  t h e  j o i n t s  w h i c h  c o u l d  be c o n s i d e r e d  d e f e r r e d  

m a i n t e n a n c e .  The r a i l r o a d ' s  r e p o r t  p r o v i d e s  5 6 0 0 , 0 0 0  f o r  r a i l  

end w e l d i n g  w h ic h  a p p e a r s  r e a s o n a b l e .  The r a i l r o a d  h a s  

a c c e l e r a t e d  t h i s  a c t i v i t y  t h i s  y e a r  and a n t i c i p a t e s  a 

c o n t i n u a t i o n  i n  coming y e a r s  w i t h i n  p r o j e c t e d  o p e r a t i n g  e x p e n s e s .

The E n g i n e e r i n g  d e p a r t m e n t  l e a s e s  38 p i e c e s  o f  a u t o m o t i v e  

e q u ip m e n t  f r o m  t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n .  T h i s  

e q u ip m e n t  i n c l u d e s  a u t o m o b i l e s  and t r u c k s  f ro m  p i c k - u p s  t o  d i e s e l  

t r a c t o r s .  The m o n t h l y  l e a s e  r a t e  v a r i e s  f r o m  $ 1 27  t o  S372 and

t h e  G e n e r a l  S e r v i c e s  A d m i n i s t r a t i o n  have n o t  y e t  r e s o l v e d  w h e th e r  

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

l o s i n g  t h i s  e q u ip m e n t  on e n g i n e e r i n g  o p e r a t i n g  e x p e n s e s  would  be 

i n s i g n i f i c a n t .  S i m i l a r  e q u ip m e n t  c a n  be l e a s e d  a t  co m p a r a b le  

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

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

t o t a l s  $ 6 , 1 7 2 .  The S t a t e ,  t h e  D e p a r tm e n t  o f  T r a n s p o r t a t i o n ,  and

J -  4  X



O p e r a t i n g  E x p e n s e s -E q u ip m e n t

T h i a  i n v e s t i g a t i o n  and s t u d y  i n d i c a t e s  t h a t  th e  r a i l r o a d ' s  

p r o j e c t e d  e x p e n d i t u r e  f o r  m o t i v e  power and e q uipm en t  i s  

s u f f i c i e n t  f o r  c u r r e n t  and p r o j e c t e d  o p e r a t i o n s .

The A l a s k a  R a i l r o a d  i s  p r o j e c t i n g  p a s s e n g e r  s e r v i c e  a n n u a l

m i l e a g e  t o  re m ain  c o n s t a n t  a t  a p p r o x i m a t e l y  1 , 7 5 0 , 0 0 0  m i l e s  

t h r o u g h  1 9 8 9 ,  f r e i g h t  s e r v i c e  a n n u a l  m i l e a g e  t o  i n c r e a s e  by 

a p p r o x i m a t e l y  38 p e r c e n t  by 1989 and l o c o m o t i v e  m i l e a g e  t o  

i n c r e a s e  by a p p r o x i m a t e l y  57 p e r c e n t  by 1 9 8 9 .  T h e s e  l o c o m o t i v e  

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

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

C u r r e n t l y  The A l a s k a  R a i l r o a d  i 3  o p e r a t i n g  a f l e e t  o f  

l o c o m o t i v e s  and f r e i g h t  c a r s  t h a t  a r e  g e n e r a l l y  i n  f a i r  t o  poor 

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

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

f r e i g h t ,  p r i v a t e  and l e a s e d  e q u ip m e n t  m a i n t e n a n c e  c o s t  per  m i l e  

f o r  f i s c a l  y e a r s  1981 and 1 9 8 2 ,  t h e  f o r e c a s t e d  c o s t  f o r  1983 and

th e  p r o j e c t e d  c o s t  f o r  1984 t h r o u g h  1 9 9 3 .



M a i n t e n a n c e  C o a t / M i l ®

F i s c a l
Y e a r L o c o m o t i v e s

P a s s e n g e r  
• Equ ipm en t

F r e i g h t ,  P r i v a t e  & 
L e a s e d  Equipm ent

1981
1982
1983
1984 
1 9 85*
1986
1987
1988

$ 1 . 7 3
1 . 2 3
1 . 3 6
1 . 3 5
1 . 1 5  
1 . 1 2

1 . 1 6  
1 . 0

$ 0 . 2 6
0 . 2 4
0 . 2 5
0 . 2 4
0 . 2 4
0 . 2 3
0 . 2 3
0 . 2 2

$ 0 . 2 7
0 . 2 3
0 . 2 3
0 , 2 1

0 . 1 7
0 . 1 6
0 . 1 6
0 . 1 6

1993 0 . 9 5 0 . 2 2 0 . 1 4

S t a r t  o f  s u b s t a n t i a l  e x p o r t  c o a l  t r a f f i c  as  p r o j e c t e d  by The 
..... ?ska R a i l r o a d .

S o u r c e :  The A l a s k a  R a i l r o a d

The A l a s k a  R a i l r o a d ,  l o c o m o t i v e  f l e e t  c u r r e n t l y  c o n t a i n s  13 

F - 7  l o c o m o t i v e s  and 11 R SD -4  l o c o m o t i v e s  w i t h  a v e r a g e  a n n u a l  

m a i n t e n a n c e  o f '  c o s t s  o f  $ 1 . 7 6  p e r  l o c o m o t i v e  m i l e .  I n  O c t o b e r ,  

1 9 8 3 ,  t h e  R a i l r o a d  w i l l  t a k e  d e l i v e r y  o f  f o u r  new GP-49 

l o c o m o t i v e s  w i t h  a v e r a g e  a n n u a l  m a i n t e n a n c e  c o s t  o f  $ 0 . 5 5  per 

l o c o m o t i v e  m i l d .  Upon r e c e i p t  o f  12 a d d i t i o n a l  GE-49 l o c o m o t i v e s  

i n  1 9 8 4 ,  1935 and 1 9 8 6 ,  t h e  R a i l r o a d  p l a n s  t o  s c r a p  t h e  11 

R S D - 4 * s  and e i g h t  o f  t h e  F - 7  l o c o m o t i v e s ,  t h e r e b y  r e d u c i n g  t h e  

l o c o m o t i v e  f l e e t  m a i n t e n a n c e  c ^ s t  p e r  m i l e .

The A l a s k a  R a i l r o a d  p a s s e n g e r  c a r  f l e e t  c u r r e n t l y  c o n t a i n s  

t e n  r e c e n t l y  r e h a b i l i t a t e d  and upgraded a l l - e l e c t r i c  p a s s e n g e r  

c a r s  and t h e  R a i l r o a d  p l a n s  t o  have t e n  a d d i t i o n a l  e a r s

j - r v



#
r e h a b i l i t a t e d  and c o n v e r t e d  t o  a l l  e l e c t r i c  by 1 9 8 6 ,  t h u s  

r e d u c in g  th e  p a s s e n g e r  c a r  f l e e t  m a i n t e n a n c e  c o s t  per m i l e .

The A l a s k a  R a i l r o a d ' s  C a p i t a l  E x p e n d i t u r e  P l a n  c a l l s  f o r  th e  

r e p l a c e m e n t  o f  a p p r o x i m a t e l y  15 p e r c e n t  o f  t h e  f r e i g h t  „ _ r  f l e e t  

by 1 9 8 6 ,  w h ic h  s h o u l d  re d uc e  t h e  f r e i g h t ,  p r i v a t e  and l e a s e d  

e q u ip m e n t  m a i n t e n a n c e  c o s t  per m i l e .

A l t h o u g h  i n c r e a s e d  t r a c k  m a i n t e n a n c e  w i l l  be r e q u i r e d  t o  meet 

th e  needs o f  p r o j e c t e d  i n c r e a s e d  t r a f f i c ,  t h e  p u r c h a s e  o f  new and 

more advanced t r a c k  work m a c h i n e r y  s h o u l d  o f f s e t  i n c r e a s e s  i n  

m a i n t e n a n c e  o f  way e q u ip m e n t  m a i n t e n a n c e .  E n g i n e e r i n g  eq uipm ent  

e s t i m a t e d  c o s t  o f  r e p a i r s  f o r  November, 1982 t o  May, 1,983 i s  

d e t a i l e d  i n  A p p e n d ix  I I ,  E x h i b i t  52 .

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

p a s s e n g e r  and f r e i g h t  c a r s  due t o  t h e  p u r c h a s e  o f  new and th e  

r e h a b i l i t a t i o n / u p g r a d e  o f  o l d e r  e q u ip m e n t ,  t h e  p u r c h a s e  o f  new 

and more advanced t r a c k  work m a c h i n e r y ,  and t h e  p r o j e c t e d  

p r o d u c t i v i t y  g a i n  o f  2 p e r c e n t  a y e a r  a f t e r  1 9 8 4 ,  s h o u l d  p e r m i t  

The - A la s k a  R a i l r o a d  t o  o p e r a t e  e f f e c t i v e l y  w i t h i n  th e  f o l l o w i n g  

p r o j e c t e d  o p e r a t i n g  e x p e n se s  f o r  e q u ip m e n t .

9 m



P r o j e c t e d  O p e r a t i n g  E xpenses  
E q u i p n e n t  

E x c l u d i n g  D e p r e c i a t i o n  
T h o u s a n d s  o f  1983 D o l l a r s

P i s c a l  Y ear  E x p e nse s

1983 $ 9 , 4 4 0
1984 9 , 3 8 0
1985 1 0 , 7 1 0
1986 1 0 , 9 2 0
1987 1 1 , 1 1 0
1988 1 1 , 3 0 0
1989 1 1 , 5 0 0
1990 1 1 , 5 0 0
1991 1 1 , 5 0 0
1992 1 1 , 5 0 0
1993 1 1 , 5 0 0

a l s  ( e x c l u d i n g  1983) $ 1 1 0 , 9 2 0

} S o u r c e :  The A l a a k a  R a i l r o a d

#  •
C a p i t a l  E x p e n d i t u r e s

The r a i l r o a d  p r o v i d e d  USRA w i t h  a c a p i t a l  p l a n  a v e r a g i n g  $14 

m i l l i o n  a n n u a l l y  f o r  f i s c a l  y e a r s  1983 and 19 87  fu n d e d  by th e  

r a i l r o a d ' s  p r o j e c t e d  c a s h  f l o w .  See A ppendix  X, E x h i b i t  18 .

T h a t  p l a n  d i d  n o t  i n c l u d e  much o f  t h e  work w h i c h  w i l l  be r e q u i r e d  

i n c i d e n t  t o  t h e  t r a n s f e r  o f  o w n e r s h i p  t o  comply w i t h  OSHA and 

s t a t e  and l o c a l  c o d e s .  C o n v e r s e l y ,  t h a t  p l a n  i n c l u d e d  a t  l e a s t  

one q u e s t i o n a b l e  i t e m  i n  o u r  o p i n i o n ;  n a m e ly ,  i n s t a l l i n g  d o u b le  

t r a c k  betw een M . P .  105 and M . P .  2 1 4 .

$  •

j - * 1



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

c a p i t a l  p r o j e c t s  w h ic h  m ig h t  be c o n s i d e r e d  depending on f u t u r e  

e a r n i n g s  and t r a f f i c  l e v e l s .  Th ese  p r o j e c t s  t o t a l  $723 m i l l i o n .  

See Appendix  I ,  E x h i b i t  1 9 .  O b v i o u s l y ,  a p r u d e n t  i n v e s t o r  would 

n o t  u n d e r t a k e  any o f  t h e s e  p r o j e c t s  u n l e s s  he c o u l d  be a s s u r e d  o f  

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

r e q u i r e d  t o  c o n t i n u e  o p e r a t i n g  t h e  r a i l r o a d .  However, th e  

l i s t i n g  wa3 u s e f u l  i n  d e f i n i n g  th e  p o s s i b l e  range o f  r e q u i r e m e n t s  

w h ic h  m i g h t  be c o n s i d e r e d  i n  t h e  f u t u r e  depending on t r a f f i c ,  

e a r n i n g s ,  or  e x t e r n a l  f a c t o r s .

D i s c u s s i o n s  w i t h  t h e  r a i l r o a d  management i n d i c a t e  a c o n s e n s u s  

t h a t  $12 m i l l i o n  per y e a r  f o r  th e  n e x t  te n  (10) y e a r s  would 

a d e q u a t e l y  c o v e r  c a p i t a l  r e q u i r e m e n t s  based on p r e s e n t  t r a f f i c  

p r o j e c t i o n s .  T h i s  amount would  p r o v i d e ,  g e n e r a l l y ,  f o r  t h e  

f o l l o w i n g :



I t e m M i l l l o n g - 1 9 8 3  D o l l a r s

P u r c h a s e  L o c o m o t i v e s
P u r c h a s e  P r e i g h t  and P a s s e n g e r  C ars
P u r c h a s e  Shop Equ ipm en t
M o d i f y  and Upgrade M o t i v e  Power
M o d i f y  and Upgrade P a s s e n g e r  C a r s
P u r c h a s e  M/W Eq u ip m e n t
E n e rg y  C o n v e r s i o n s
B a l l a s t  and R i p r a p
B u i l d i n g  Im p ro ve m ents
B r i d g e s  and T u n n e l s
L i n e  Changes
C o m m u n ic a t io n s  and S i g n a l s  
D r a i n a g e  Im p ro ve m ents  
C o n t i n g e n c i e s

1 . 5 0 *
2 . 9 0 *
0 . 3 0 *
0 . 5 0 *
0 . 5 0 *
0 . 7 S *
1 . 0 0 *

0 . 7 5
0 . 7 0 *
0 . 7 5
0 . 6 0 *
0 . 5 0
0 . 2 5
1 . 0 0

T o t a l 1 2 . 0 0

* Th e se  p r o j e c t e d  c a p i t a l  e x p e n d i t u r e s  a r e  based on an a v e r a g e  o f  
t h e  t o t a l  amount p r o j e c t e d  f o r  t h e  t e n  y e a r  p e r i o d ,  n o t  th e  amount 
p r o j e c t e d  f o r  e a ch  y e a r  o f  t h e  t e n  y e a r  p e r i o d .

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

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

t h e  r a i l r o a d ' s  u t i l i t y .  F u r t h e r ,  t h i s  program p r o v i d e s  some b u t  

n o t  a l l  f u n d i n g  t o  c o r r e c t  OSEA v i o l a t i o n s  and s t a t e  code 

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

Tha r e v i s e d  OSHA r e p o r t ,  p r e p a r e d  by t h e  r a i l r o a d ,  shown i n  

A ppe ndix  I I ,  E x h i b i t  5 3 ,  l i s t s  7S d e f i c i e n c i e s  a t  a t o t a l  

e s t i m a t e d  c o s t  t o  c o r r e c t  o f  $ 5 , 9 9 1 , 0 0 0 .  H owever,  a f t e r  an 

a n a l y s i s  o f  t h i s  l i s t  and p r e s e n t  work p r o g r a m ! , i t  was fo u n d  

t h a t  $ 3 , 8 5 0 , 0 0 0  h a s  a l r e a d y  been c o m m i t te d  w i t h  work t h a t  i s  i n  

p r o g r e s s  o r  i s  i n  t h e  1984  c a p i t a l  prog ram .  T h i s  l e a v e s  an



e s t i m a t e d  t o t a l  o f  $ 2 / 1 4 1 / 0 0 0  t o  c o m p le te  t h e  n e c e s s a r y  

im p ro v e m e n ts .  A f t e r  p r o v i d i n g  f o r  a c o n t i n g e n c y  o f  $ 3 5 0 / 0 0 0 ,  we 

d e te r m in e d  t h a t  t h i s  work c o u l d  be c o m p le te d  i n  f i v e  y e a r s  a t  an 

a d d i t i o n a l  c a p i t a l  e x p e n d i t u r e  o f  $ 5 0 0 , 0 0 0  per  y e a r .

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

s t u d y  s t a t e  c o d e s ,  OSHA, and o t h e r  b u i l d i n g  d e f i c i e n c i e s  on The 

A l a s k a  R a i l r o a d .  Two in d e p e n d e n t  and s e p a r a t e  e s t i m a t e s  were 

made t o  c o r r e c t  t h e  c o n d i t i o n s  f o u n d .  Th e se  e s t i m a t e s  b o th  

t o t a l e d  between 85 and 90 m i l l i o n  d o l l a r s .  The r e s u l t s  o f  t h e s e  

s t u d i e s  were made a v a i l a b l e  a b o u t  Septe mber 1 ,  1 9 8 3 .

A c o m p le t e  r e v i e w  was made o f  t h e  t h r e e  v o lu m e s  w h ic h  

p r o v i d e s  a d e s c r i p t i o n  o f  each v i o l a t i o n  o r  d e f i c i e n c y  and an 

e s t i m a t e d  c o s t  t o  c o r r e c t .  Our s t u d y  d e v e lo p e d  t h e  f o l l o w i n g :

1 .  A l t h o u g h  t h e  t o t a l  c o s t  o f  t h e  two e s t i m a t e s  a r e  

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

and b u i l d i n g s  v a r y  w i d e l y ,  i n  some i n s t a n c e s  as  much as 

1 , 0 0 0  p e r c e n t .

2 .  These l i s t i n g s  a l m o s t  c o m p l e t e l y  o v e r l a p  t h e  OSHA l i s t  

p r e v i o u s l y  d i s c u s s e d .

3 .  The o v e r h e a d s  a s  t h e y  a r e  a p p l i e d  a c t u a l l y  t o t a l  109 

p e r c e n t .  T h i s  a p p e a rs  t o o  h i g h ,  and o u r  i n v e s t i g a t i o n  

i n d i c a t e s  t h a t  80 p e r c e n t  would  be a r e a s o n a b l e  t o t a l  

ove rh ead  f o r  t h e  S t a t e  o f  A l a s k a .  T h i s  i s  f o r  work



p e r f o r m e d  by o u t s i d e  c o n t r a c t o r s  w i t h  no c o n s i d e r a t i o n  

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

Q u i t e  l i k e l y ,  much o f  t h i s  work w ould  be done by 

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

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

4.  A l l  im p ro v e m e n ts  a r e  e s t i m a t e d  on an " i n  k i n d "  b a s i s .

I n  o t h e r  w o r d s ,  no c o n s i d e r a t i o n  was a p p a r e n t l y  g i v e n  t o  

e l i m i n a t i n g  any f a c i l i t i e s  on w h i c h  i t  w ould  be 

e x p e n s i v e  t o  make t h e  r e q u i r e d  im p r o v e m e n ts ,  by b u i l d i n g  

new o r  by moving p r e s e n t  . o c c u p a n t s  t o  a n o t h e r  f a c i l i t y .  

I n  one c a s e  a p p r o x i m a t e l y  $ 1 , 0 0 0 , 0 0 0  i s  e s t i m a t e d  t o  

im prove a b u i l d i n g  t h a t  i s  p r a c t i c a l l y  v a c a n t .

5 .  Many o f  t h e  c i t e d  d e f i c i e n c i e s  a r e  n o t  code or-OSHA 

v i o l a t i o n s ,  b u t  d e s i r a b l e  im p ro v e m e n ts  w h i c h  would  be 

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

6. No a c c o u n t i n g  i s  made o f  work now i n  p r o g r e s s  or  

programmed w h i c h  w i l l  r e c t i f y  3ome o f  t h e s e  v i o l a t i o n s .

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

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

w i t h  r a i l r o a d  r e p r e s e n t a t i v e s ,  i t  appear*'  t h a t  a b o u t  $ 1 3 , 0 0 0 , 0 0 0  

i n  a d d i t i o n  t o  p r e s e n t  c o m m itm e n ts  and t h e  p r e v i o u s l y  p r o j e c t e d  

OSHA e x p e n d i t u r e s  s h o u l d  s u p p o r t  t h e  r e q u i r e d  im provem ents  t o  

meet t h o s e  code v i o l a t i o n s .  F o r  a d d i t i o n a l  d e t a i l s  r e g a r d i n g  

t h e s e  c a l c u l a t i o n s ,  se e  A p pe ndix  I ,  E x h i b i t  2 0 .



I f  t h i s  work were t o  be c o m p le te d  o v e r  t h e  n e x t  t e n  ye ar  

p e r i o d ,  a n o t h e r  $ 1 . 5  m i l l i o n  per  y e a r  would  be added t o  t h e  

c a p i t a l  program as  shown i n  t h e - f o l l o w i n g  t a b l e .

Summary o f  
P r o j e c t e d  C a p i t a l  S p end ing  

M i l l i o n s  o f  1983 D o l l a r s

Code
P e a r  ARR OSHA V i o l a t i o n s

1984 1 2 . 0  .5  1 . 5
1985 1 2 . 0  .5  1 . 5
1986 1 2 . 0  .5  1 . 5
1987 1 2 . 0  .5  1 . 5
1988 1 2 . 0  .5  1 . 5
1989 1 2 . 0    1 . 5
1990 1 2 . 0    1 . 5
1991 1 2 . 0    1 . 5
1992 1 2 . 0    1 . 5
1993 1 2 . 0    1 . 5

T o t a l s  1 2 0 . 0  2 . 5  -15.0

T o t a l

1 4 . 0
1 4 . 0
1 4 . 0
1 4 . 0
1 4 . 0
1 3 . 5
1 3 . 5
1 3 . 5
1 3 . 5
1 3 . 5

1 3 7 . 5
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THE ALASKA RAILROAD: OVERVIEW  
AND OPERATIONAL ALTERNATIVES

I N T R O D U C T I O N

Th it Review ta ku  a took I t  th t f td tra ily  oumad A la tk t  
Railroad m th t to n t iz t  o f  i l l  tpparant pending tran ifer to th t  
S u i t  o f Alaaka A f l t r  detcnbmg th t  hu to ry  o f  th t  railroad— 
it*  praam! phytical plant, ro lling i lo th . and tU oparaliona—wa 
a n a ly tt th t m ott rn p o n tn t iu u i  with which the t l t t i  m iu t 
da tl: railroad tana, tm p lo y ttt, financtt, c o m p ttiliu t tnwron- 
m in t, and p a u tn g tr  w w t  t l to  renew organwational 
U ru c tu m  th i t  m ight b t tp p litd  to th t  railroad fo llow ing th t  
tn d  o f  f td tra l con tro l ta d  make recommendation* fo r  further 
action. (Sat box on p tg t  2 fo r  a b n t f  mmmary o f  tlu d y  
find ing!.)

Th* Aluka Railroad (ARR) ii unique in that It 

ia (1) th* only railroad in North America that is a 

federal agency, (2) the fartheet north railroad in 

North America, and (3) consdered (by some) as a 

frontier development tool. It has enjoyed a varied 

history and h u  alternately been th* recipient of in­

tense criticism and extensive federal (rants. Ori(inally 

conceived as a development project in the (rand style 

of th* Panana Canal (from which it received mu ch of 

iu early equipment), it quickly fell into disrepute, 

emerfed as a military implement, was converted from 

pauper to spoiled child, and then allowed to sink into 

an anonymity which h u  plagued it to the present 

day.
The Alaska Railroad is an operating tgmcy of 

the United State* Deportment of Transportation, 

Federal Railroad Administration (FRA). At auch it ia 

subject to all the obscure federal policies visited upon 

such a(*nei*i, and iu operational motivations a n  

both political and economic. However, it h u  also be­

c o me an important overland transport link in Alaska

and a central element in the state's economic develop­
ment process.

Changing Federal Policy

During th* past decade, F R A  h u  become ui- 

ertuingly uiUrested in transferring ownerxnip of the 

property to a nonfederal entity. The agency first in­

troduced draft federal legislation to faciliute the 

transfer in 1971. However, th* momentary prosperity 

of th* A R R  dunng the Alyesks pipeline construction 

project diminished federal interest ui disposing of the 
property.

With the ratum of "normal" economic condi­

tions in 1978, however. F R A  « u  once again moti­

vated to explore meant of relieving itself of the AR R .  

Th* economic downturn also coincided with t shift 

in F R A  policy, mainly due to iu uicressing involve­

ment with Cori>iil and Amtrak.1 By 1979, it was 

apparent that both organizations had become major 

fiscal and political liabilities for FRA, leading the 

agency to bo*h a fear of and disinterest ui sttenpu to 

operate any railroad. Thus, FRA's policy tended 

toward th* dissolution of any rail property which

*Ftd«r»Uy ro n tro lltd  railroad prepenwa that had bean ueauc- 
n a a fu llr m arujad la lh« pnvaia aanor.

Thia trttdt w si ad• triad from a n o o n  prtparad for 
th * Aladia Qaparimant o f T ranm orution and FyWic Facil- 
hiea, OititioM o f Planninf and Rroframmin*. bv Ota Initi­
al SB o f Social and Ceortomta Raioarwi and Biram and Auo- 

,!"« .
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F E A T U R E

Tha Alaaka Railroad: Overview and Oowatumat A ltam ativ

Out Af th t  prtpmtim* t f  thm t r u c k  John T. Cray uwa an aaaiatMf ptvftmcr of Iruupomtior. with 
Ok* /aafi via o /  Social and Economic A eararA  in A ncA em rf; A t Aaa since resigned to la ic  (Ac p e tit io n  o f  ~ ~~ t f  Mtrhitutt tnd S a in  m ih  th t  AIm h t Kmlrotd. John A. Bitant m a (rw in artcdcn  co n m d u n t tnd

n< o (  B lu n t  and A aaocam , Mr.. t fF h o tn a .  A r

appeared to bo economically marginal, including 

thooo controlled b> FRA.

Thit policy, at it pertains to th* Alaaka Railroad, 

woa first published in ARR's 1979 annual roport (in 

mid-19ft0):

Kaoa Ifea Q e w u n t  » l  tha t u t e  o f AJaaka h u  «ek- 
■amiaJ aorolua fuada haeieaa a f tka srowtb a f o il 
w raauu .  Uw federal Coversaaeot believes tka t ouee i- 
X i *  a f  Ike Alaaka Railroad dioa ld  he M i  tke S u ta  
Q a rtra u a a l. Tha federa l C are re w ea l kslievse tke 
Alaaka Ralkoed n e u  enauefly fa r tke heoef l t  a f tka  
raadaou aad duooan o f  Alaaka: tkey seed aad i iw r n  a 
■oak laeier t w e  ia de ienaisise tka role they ooaa 
Ike  lo d n o d  to  play.

This policy received additional emphasis whan tho 

Reagan administration took office is January 1911. 

Th o transfer of tho A R R  was consxtunt with i a a f  

ii| fadarai oritnution in savoral areas, including 

replacing a fadarai function wtth a local entity, 

(21 reducing fadarai employment, and (3) reducing 

F R A 1* funding requests.

Tht policy alec supportad F R A  perceptions that

(1) .'ho A R E  no longer sarvad th* function of a fron ■ 

tier i.evelopment tool, but had become part of a mot* 

mature transportation and economic system, (?)

Alaska could afford to opent* and subsidize the 

railroad if aecetsary, (3) future prospects suggtstec 

thst private enurphs* might find the nilrotd an 

increasingly attractive investment, and (4) ths A R R  

could more effectively support public and private ob­

jectives under a revised organizational and institu­

tional structure.

T o  implement them views, F R A  once again pre­

pared draft legislation to authorize transfer of the 

Alaska Railroad to tha stata. This legislation w u  in­

troduced into ths U JS. Senate on July .17,1981.
History of tha Aladta Railroad

The A R R  cam* into existence through an act of 

Concern oo March 12,1914. Thia legislation empow- 

•red the F.esdent to acquire and (or) construct a rail­

road, not to exceed 1,000 miles in length, to connect 

Alaska’s interior navigable waterways and on* or 

more coal fields with an ice-free harbor on tha Gulf 

of Ainai:*. The Alaaka Engineering Commission, 

which had ^'eviously located tevaral potential routes, 

was directed by President Wilson to purchase the 71- 

mile Alaska Northern Railway and to extend its line 

from Seward to the bead of navigation of Cook Inlet
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tnd northwvd up tht Sutitiu and Chulitna nvtr 

v*ll«y» to a crown* of tht Alaska Range ntar tht 

b t a d w a u n  of tht Ntnana River. From that point tht 
railroad was to ba built to tht confluence of the 

Ntnana and Tanana n v m  and upriver to Fairbanks. 

T w o  branchw wtrt also constructed to tap coal de­

posits. O n e  branch extended eastward up the Maun- 

uska Valley and the other eastward from the juncture 

of the Haaly and Nenana m e n .  This base system, 

with minor additions and deletions, has remained in­

tact from its official completion in 1923 to the 

prnant (ate Figure 1).

Deterioration and Rehabilitation

The decline of placer mining in the Tanana 

Valley prior to the completion of the railroad, the 

conversion of naval v«scli from coal to oil soon after 

completion, and the general lack of economic activity 

alon| the line combined to produce operating deficits 

dunnj the fim decade and a half of ARR's operation. 

From 1924 to 1945. the railroad received no oper­

ating or cspittl appropriations from Congress. This 

resulted in a continuing deterioration of an already 

marginal physical r.truciure. During the years before 

World War II. the railroad was maintained to only

S U M M A R Y  O F  ISSUES I N V O L V E D  IN A R R  T R A N S F E R

•  Fending Transfer of the Alaska Railroad. The Federal 
Ratlrocd Adm m terrttion (FRA) i t  preaontfy taking neat te 
wander the Alaska Railroad (ARR) from  the federal povern- 
mem to the Stale o f Alaska. Tha FRA p re o e a t to  transfer the 
ARR to tha sttte w .thout dsorfing a direct aaaiHartion eon. 
Hosaeaar, F R A 'i p ioeow d legislation else tn n rfa r t all A R K 'i 
l io M itm  and ob figd iom , which haeo not y d  boon dagrly 
defmad.

o ARR Lands. Lends raouirad fa r tffe d re *  rad rood 
_ ooerttion actand beyond tha ARR's rsgfta of wuv. yards. 
’  terminals, a r t  parts, swap tha railroad requwts not oniy 

moiiriaiatasrrsa lands, but also neadi to I t tw  lands to  traffic- 
producmq tenants. Hosaaear. muah of ARR's loert holdings ara 
prewntty uncan aw, bocauie Natira claims h tra  baan filed on 
can im  portions of it  undar tha 1171 Alaska N ines Claims 
Settlement Act.

a Railroad Finances. A .'MO ICC f re u n i rata study of 
tha ARR concluded that tha pm em  ratal sacaad (ha raeiaols 
oort of tronsooetation and fu lly  aomponsets lha car c a r . In 
fact, m tha post 3 years. lesn wrth poor economic condition! 
nationally and m Alaska, freight iranspon on tha ARR fu lly  
mat ail out-of-pooktt cons and toma capital costs.

Fatwngar sre ico, hoseaear. has lonp required arbudn 
ration bv tha fresgm tra ffic , and sean this subsidy has not 
s w n enouph. While an mcrsaso m petsengai liras  warns 
^ .stented. fares cannot bo reiiod snouph to fu lly  moat tha 
cost of pastattgtt wretca w ithou t drisinp assay passengers. Thir 
problem ssould bo somosshat ilioeiatad by wparetmg rasanuo 
end cost aotoummp for passenger and freight wrsic*. Menage- 
ment needs to  establish an agprettie* passenger mMkaim« 
profram, m odarettly m crstw  paswnper la m , and requaw a 
public subsidy ta aasar remaining eoeli a f sarnao.

a Outlook and Benefits o f tho ARR. Tha ARR's freight 
rnnca . tse ilab lf from  (award and W hirtw r aff the aray 
through Anchor apt ta Fairbanks, seises th t  naadt af a motor- 
rry of A leak ten. I t  it, tnd  rsrfl aontuiua to  bo, an imoonant 
element us Aleakr t  It an soon at ion systam. Not only i t  it  etaon- 
tia f to  daeofopmont a f many o f Alaska's re mu ra il , but by 
oampsimp w ith  nometl carrian, tha ARR etaurrs comoetrtisa 
rates for shipdon. Withnsrt the rad sarewa aftsmatieo, edits o f 
moemp summed mas would bo much higher. And soma pro­

ducts. ssaah IS larpt bulk shipment of coal, steal, sand snd 
presai could not ba economically mosod at all.

o ARR Imefoveas. Tha ARR has for wetral ysars been i 
reducing tha numbers of its em ploye* and a hirinp frsais has 
been in r . '.tc t since January 20. 1 M . of m id-April 19(1, 
the ARR had 179 smployeet and 7 (9  authorised positions, i  
eacancy rats of 17 percent. Freieht-uwr wm ce could suffer 
should present empSdyment la sell persist in an aapandmp { 
mark et.

As Department df T ram ooru tion  personnel, the tm . |
pfoyaet of th* ARR has* oil th * orieilepat snd riphts of other j
federal apency personnel. In  odditwn, most ARR am oioysti ,
are members of various labor urt-ons. Enioyinp suen doueia 
protection undar ssininp apraemants. employees w ill not 
likely wish to relmssuish any of thair tu n in g  npnts. As a 
m u lt ,  iransfernnp I hew em ployns to  th * R ite  could involve 
averal complta problvms.

Meetinp all amploytr re tirsm tn t and fund contributions 
fee ARR empfqyeas w ill co tl about S3t m illion dunnp tha |
neat 20 y ta rt 119(1 dollars I . Or, if «s mcluda infla tion snd j
salary incraasat of 10 percent per year (compounded), th* cast 
w ill total about (199 m illion, or an ararsps snnual contribu­
tion o f (1 .7  million. However, ARR now is a lit is  and could 
tap ed  to  oontmua to rta lua adaqunts raranues from  frsipnt 
sarewa to proerSs funds for this contribution. Frupht rsvanust 
oould slto pay fo n o m p lo y t*  sick laaec 1(4.3 m illion) and 
annuat Its rs  1(1,9 m illion). |

o Condition of Railroad. Tha track, s trudurts , and 
riphts a f way of tha ARR art panarally m pood condition and 
wall mam tamed. For th* m a n  part, th* lines meal or aactad 
FRA C lw  IV  standards.

Ths rollmp stock and loaomotieas arc panarally wall 
maintained and adaquata fo r th * tra ffic  earned. Hpwaear. 
much of th *  locomotive and car flaat ia old, bam* pranouiiy 
wall uaad by th* m ilitary ar othar railroads. A float modernisa­
tion propram may b* naadad i f  tra ffic  incrtaars npnilicantlv.

Faswnper cart art panarally wall maintained but are old 
and in need of substantial c .-« *rn tia tian .

Th* ARR is panarally capable of wreicmp its equipment;
H i mechanical and aladncal shops are well equipped and ade- 
q u it el y support r ffe d iv *  maintenance and modification ol 
laaomatirei and rollmp Rock.
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minim*! bnrchlint rundards. Thi* condition «it 

aggravated by th* tact that "official" completion in 

1923 had AU1 toft a grtst deal of wort to b* don* 

before th* eyitea could b« co*wd«r*d tacfenicaUy 

adequate.

World War II provided A R R  with r ruah of traf- 

fie and much-needed iacoa*, aa wail u  th* now. 

important link with a aecood tee-free port, at 

Whittier. However, th* war alao accelerated deter­

ioration of th* property. Even with military awut- 

anc* between 1942 and 1945, th.... railroad waa aim act 

phytic illy eahauited by the end of the war. T h u

nutation demanded a decision on whether to aban­

don th* railroad or rebuild it. Th# Federal Govern­
ment decided to rebuild.

Thia daemon reeulted in a project that w*i to 

laat 30 yean and become cue of th* most controvrr- 

del epiaodee in th# ARR't hntory. Actual expendi­

ture* be*an in 1946 and over th* conjunction term 

amounted to alntoct 195 million. The actual value of 

the** improvement*, however, waa considerably 

greater once much property waa tranaferrrd at n o m ­

inal coat from other federal ngenciet. The rthaoUita- 

tion included strcngthent-i* the roadbed; laying n e w  
track; replacing bndget and buildings', buying new 

locomotive*, rolling nock, and maintenance equip­

ment; and building new ahopa. aa well .is terminals at 

Anchorage, Fairbanks, and Seward.

Mo*t of the work, from Whittier to Fairbanks, 

w u  completed by 1952; however, the main line to 

Seward, begun in 1953, was not completed until 

1958, and only after a ipecial appropriation waa re­

quested by the Defense Department. By th* end of 

the rehabilitation period, the railroad would finally 

be considered complete and was basically in iu pre­
sent form.

Th# 1S-M Earthquake

Total damage to the Alaaka Railroad from the 

1964 earthquake amounted to approximately S27 

million, of which 825.4 million waa obtained througn 

Congressional appropriations.2 Of the total, almost

811.7 million w u  required to reconstruct the line 

from Portage to Seward and the Seward Terminal. 

Record! of th* conuoveny over whether or not w e  

Seward reconstruction should be undertaken indicate 

that it could not be justified on the oasis of capital 

and future operating costs. However, the Alasxa 

Railroad and its owner, the Department of the 

Interior, presented funding appeals based on a c o m ­

bination of economic and social factors. One letter 

stated:

The daem on on rvcom tructio ii is not restricted to 
economic eo n itd trtuon . s lo n t; in many re tpecti 
humane ta *  equitable factors taaumr eren (raster 
u*m fieiftee. The ea*entml fact is that failure to reatort 
n i l  aemeu nwent t ftn  Seward w ill disappear aa an 
ia p o e u a l factor in Alaska life.

2These appeepnatioiu ihould he clearly dutmauianed from 
other federal funds uireesed m the ARR. The m iro a d 'i eartn- 
quake rebuild me monies were only a u n til part o f the S-tOO 
m illion in d itoeer relief aaiuunc* provided to A laua. The *•>< 
mammy o f this money went to ind indua lt. prirate compamet 
and local sorenunenu Lhroufh a variety of aa tu itnc t pro- 
(runs. Thus, for policy purpoeea. the fund in j o f the ARR re- 
construction should he treated in the u rn  l i jh t  aaont wouid 
ail other economic entiuet o f the tu te .  m ner than at a feoerai 
apency appropriation.
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Given th* information available at th* tka*, th* 
decision ta rebuild to Sewird ma y or m a y  not hav* 

b**n *conomically round. Th* important point ia that 

aa a federal uriency, th* railroad baa*d a major pan of 

Ha argument to r*build th* Kin* on factors which were 

not nereetirily in iu own economic beat inumt. A  

prrvit* firm, confronted w t h  th* same cirrumitanc**, 

would not liktly hav* used the ram* reasoning nor 

have mad* th* tame decision.

Railroad Barg** and th* Port of Anchorap*

Shortly b*for* th* earthquake, two other events 

occurred which, together with the subsequent loss of 

S«ward, caused a long-una change in the character of 

both th* railroad's traffic patterns and those of 

Alaska's entire railb«lt region. These were (1) the 

initiation of railcaz barge services between Alaska and 

both Canada and th* continental United States and

(2) th* opening of th* Port of Anchorage to year* 
round container ship service. Of the two, th* most 

important was the barge service— not in terms of 

movement volumes, but rather in th* options mad* 

available to Alaska thippen. Th* action of th* rail* 

road and iU barge connections made it possible for 

the first time to ship directly from the msnufacturtr 

or major dkthbutor, wherever his location, directly 

to an Alaaka location without reloading m  Seattle and 

Alaaka poru. The economic independence from 

Seattle wholesalers offend by thia same* forced 

steamship companies, particularly Alaaka Suamship 

and Sea-Land Service, to establish similar options.

Construction of th* Trans-Aladta Oil Pipeline

The final set of evenu which shsped the prwent 

Alaska Railrosd were those surrounding iu participa­

tion in th* construction of the trans-AIaaka pipeline. 

During the years 1974 through 1977, the railroad 

probably moved the largest, most lucrative volumes 

of traffic sine* World War 11, snd th* physical system 

underwent a similar, although somcwiat milder, 

strain. One* again, th* only pouibl* solution, given 

the federal agency status of th* railroad, was to tnna- 

f«r property from other federal organisations (most 

noubly locomotives from th* military) and to us* 

Congressional appropriations for capital im p r o v e ­
ments and major maintenance. Twenty-four million 

dollars in appropriations, in addition to S13 million 

in improvemenu financed through earnings, permit­

ted the railroad to emerge, for th* Tim time, from a 
period of heavy usage in better physical condition 

than it entered.

T H E  P H Y S I C A L  P L A N T  

Th* Main I in* and Branch**

The Alaska Railroad (ARR) today haa a single

track mainline of 419 milrs from Whittier to Fair- 

banka via Anchorage, Wuilla, Healy, and Nenana. In 

addition, there art six branches with an igjnegite 

total of 115 mflei. These include th* 2S-mile branch 

from Fairbanks to Eielson. th* 10-mtie Fairbanks 

International Airport spur from Ft. Wu nwn gn; to the 

airport, th* 4-mil* coal branch from Healy to Sun- 

trana, th* 7-mile line from Milan inks Junction to 

Palmar, th* 3-mil* Anchorage International Airport 
•pur, and tht 63-mJe line from Portage to Seward. J

Th* mainline has only mild gnaienis aiong tne 

water l*v*l route between Whittier and Anchorage 

and up th* Susitna Valley si far north u  Cold Creek 

(about 150 miles from Anchorage). However, the 

sever* grades on the next 35 miles to the summit of 

th* pu s through th* Alaska Range reduce the tor- 

nag* ratinp of locomotives by about 40 percent. The 

grades, on th* north side of th* range are mu ch easier, 

being similar to the watar level line in the lower 

Suaitna Valley, with th* exception of a single short 

flve-milf/ stretch. Th* mainline north of the range to 

Fairbanks and the Eielson branch pass througn' 

generally rolling country with mild gradients.

The most sever* portion of th* raiiroid is the 

line from Portage to Seward, which crosses two 

mountain barriers with st««p vTadienu. Both restrict d t k  
southbound traffic, reducing th* tonnage a locomo- 

tiv* can handle by 75 percent ar.d 65 percent, respec­

tively, when compared with what can be moved 

between Anchorage and Portage. Northward grades 

ar* slightly milder but still ire more demanding than 

any of the line north of Portage.
Paismg tidings are spaced about every 7-to- 

10-miles so that trains ma y meet and pass. H o w ­

ever, sidings long enough to accommodate most 

freight trains are leu frequent. In sddition, there 

are tracks at vanoua points along the line w m c h  serve 

industries not located at a major yard. Table 1 

summarizes the physical features of the mainline tnd 

principal branch**.

Track Conditions

The track structure of the Alaska Raiiroid is 

currently in excellent condition, particularly con­

sidering the relatively light traffic. The m a m  line and 

the line to Seward art maintained to F R A  Cliss IV  
quality standards which permit freight trains speeds 

up to 60 miles per hour and passenger trims ;o 30 

miles per hour, if certain safety conditions ire met.

In fact, the Alaaka Railroad must limit its tram loreds

^ l l  aJwuM ba H U S  Urn the railroad eonudrra ih r  lin r to 
Srward as Ran o f lha main lina. and il ia maintainrd to nr»r 
aundarda. Howavar. it h u  Lha lit lu a it  traffic of Ih r rn t ir r  aya- 
lam (about 300,000 grata tons annually).

C - r
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Table 1

S u m m ary of Alaska Right-Of-Way Characteristics

I3

Dimanes
Rat mg

N srrhbm ino*
Retme

Southbound*

Famine
S dinet

a w  3000 ft.

Industrial
XJI.

I  -ten  I
t u  ans0

Ssword-Onnd* 9.1 875 4.000 0 0 I
Owid* Primrose 1.4 1.800 850 0 0
Pr emote-Hum sr 31.8 1,800 4.000 2 3 :
Hunter-Grsndmew 4.9 900 4.000 0 0
Grandview- Soenesr 10.9 4 U00 840 1 2
Soenesr-Port see 9.4 4.000 3.000 t 0
W rwrtw-Fonse* 13.4 3.800 3.000 1 0
Portae*-Pott sr 38.4 4.000 3.000 1 0
Pon*r-Aneftor»e* 117 3.000 3.500 1 22
Anchor tgt-M aianutka 38.4 1,850 3.000 3 5
Metanutka-Pafr.ter 8.8 3.000 4.000 0 6
MttanuWs-Goidcreek 113.5 1.850 3.500 8 9 !
Goldcreet-Hurricane 18.3 1,100 3.500 0 0
Hurricane Honolulu 7.3 1,100 1,335 t 0
Honolulu-Color to o 8.4 1.100 1.800 1 o i
Color ade-Summit 18.4 1.800 1.800 1
Summi»-H*a*v ' 48.8 3.700 1.800 1
Heaty-Ntnana 13.8 4.000 1.800 1 7 ■ l
Nsnana-Fsirbanfci 88.8 1000 3.000 4 . 1

FauMnks-Cieiten 2S.0 3.000 3.000 Q 9 dm*
Yards: Seward Healv W hittier

Nenana Anchor * f * Fairbanks 1
i

*Tanna f* rM ir tft lo t  3,000 hacs* power loeom atnm .
b Additional industrial t r ic k i  m yards. m m ilita ry  bates (F t. Richardson, Elmendort, EiHson, Ft. Weinwrignt), m a i t  Anenor- 
aa* and Fairbanks In ttrna tiona l A irports.

I
Sourct: Alaaka Railroad. T im ttaBI* No. 109.

for freight and ;-----1—  train ta 49 and 59 mile* per

hour, respectively, since it haa no automatic block 

signal system, one of tha F R A  safety requiremenu 

for higher speeds. In addition, tha number of tharp 

curva* placaa further apaad limitation* on aome 

•action* of tha Una. Thate allow tho railroad to follow 

tha contour of tha land in more mountainous araaa so 

that tha rektivety mild gradients (which ara ex­

tremely important to efficient operation) can be 

msmtained.

Tracks, Sr«fges. and Yards 

Tha track and bridles of both the main Una and 

the Seward Una are maintained to accommodate can 

carrying a load of up to 100 tons, although the 

Eielson and Suntrwa branches hiv? lower loading 

limits. Present operation plans call for limiting 

100-ton capacity can to 80 tons when they ate used 

to move hulk products, such as eoai and gravel. This 

a  due to the excessive track wear caused by trams

composed entirely of 100-ton capictty can.

The railroad also operxtes and maintains a 

number of yards to serve local industries, sort cars, 

and to maintain iu equipment. These vary consider­

ably depending on the purpose for which they ire 

used. The yard at Seward serves the railrosd-owned
port facilities at that location tnd includes s number 

of car marshalling tracks, a snail equipment main­

tenance faciUty, the dock facilities, and several tracks 

to local industries. Whittier is designed and used 

differently; since it is the inurehinge point for raiicar 

service, the facility is pnmanly designed to serve the 

two railroad-owned car-barge slips. Secondarily, 

facilities in Whittier include those for the Whittier- 

Portage passenger-auto shuttle service and those for 

the military dock and petroleum terminal.

Anchorage has the railroad's major classification 

yard, locomotive and car mainunance shops, nesd- 

quartan, and some car storage facilities. The yards 

alio serve a number of major and minor indus-
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m

t n n  including th* Anchorage Port, Elmendorf Air 

Fore* B a m , and Fort Richardson. Th«r* ar* u o  

container-on-flatcar aad trailar-on-flatcar facilities in 

Anchorage.

Hraiy h u  a sanall yard and locomotive wrvie* 

facility and exist* pnmanly to serve th* nearby coal 

mine*. Th* Nenana yard exist* tol*ly to m t v * the 

railroad'* email river port in that town and irvtnl 

other local indunne*. Fairbanks contain* a email 

claudication yard, limited locomotive and car ahopa, 

and trackage to serve local mduitnal facilities. Th* 

yard ia also th* baa* for tenner to Fort Wainwnght 

and Eielaon Air Fore* Ban, u  well u  the North Pole 

Refinery.

Equipment

The Alaska Railroad ua«* a variety of equipment 

to produce revenue and main tun th* property. Th* 

largest and moat costly units are th* locomotives—  

the railroad has sixtydive, with an average age of

18.7 yean. Th* moat m o d e m  of th* units ar* the 

fifteen 3.000-horaepower road-switcher locomotives 

built by General Motors between 1975 and 1978. 

These are comparable to the most m o d e m  equipment 

on any railroad. Ten older 1.600-horsepower road- 

switcher locomotives were completely rebuilt m  1977 

and have a useful efficient life at leut through 1992. 

Four other 2.500-horsepower road switchers acquired 

in the mid-sixties are old enough to be eligible for 

complete rebuilding, and one h u  already been re­

built. Of the remaining thirty-six units, most werr 

built between 1951 and 1953, and only about ten to 

twelve are usually in service under present traffic 

conditions.

Seven of the older car-body type locomotives 

are used in passenger and mixed train service between 

Anchorage and Fairbanks, while several ex-military 

road switchers are used in Anchorage yard aenncr 

and as backup yard engines around the system. 

Several of the car-body types might be usefully 

rebuilt if paasenger service is continued. However, the 

ex-military unitn are probably near the end of their 

useful lives. Several of the older locomotives of both 

types are being cannibalized to provide parts for the 

others.

The freight car fleet numbered 1,754 units in 

1980, with an average age of 32 yean. Table 2 

show* the distribution of freight can by functional 

type. Clearly, the freight car roster ia dominated by 

the open types, including the flat can. gondolu, open 

noppen, and dump/ballast can. This is consistent 

with the type* of traffic being handled with most of 

the tonnage consisting of bulk materials, auch u  coal, 

gravel, lop, and pipe along with trailer- and con-

Table 2 

Alaska Railroad Freight Cars

Cae Ty*a Number
Meet Recant 
Year gu ilt

Number Built m 
Mon Recent Veer

Box 235 1965 34
F lu 389 1976 100
Gondola 394 1943 395
Hoooet. Ooen 348 1981 25
Hoocer. Cocertd 21 1970 9
TinX 139 1970 3
Refrigerator 16 1966 11
Oumo and Sallatt 157 1958 27
Caboose 27 1977 3
Oiner 28 1943 2

Subtotal 1.754 1981

Privately Owned Cars Assigned to Alawa Railroad

Flat 52 1979 8
Tsnk 230 1980 16

Subtotal 282 1980

Total 2.036

Source. Alaska Railroad 1980 Annual R toort and Alaska
Railroad Eouipment Summary. !9

tainer-on-fiai-car (TOFC/COFC) service. Another im­

portant component of the car fleet available to A R R  

are the tank can, particularly the privately owned 

can leased to oil companies served by the railroad 

and used for petroleum product distrioution through­

out the railbelt.

Of particular concern is the agt of much of the 

ARR's ow n fleet and the limned capacity of many of 

the units. Only 349 can have been purchased new 

line* 1960 and only 140 can since 1970. Even 

though th* fleet has been well maintained, mainten­

ance will become more costly as tho'can continue to 

age. The aging problem also creates problems in 

ARR's interchange of traffic with other railroads. 

Federal safely rtandards limit the age of-equipment 

which ma y be used m  interline service. So m e  of 

ARR's equipment is alr-»dy prohibited from partici­

pating in this traffic, while other can are allowed to 

operate only with waivers.

The limited capacity of some can could be 

detrimental to the railroad, particularly for transpor­

tation of some future bulk shipments. This is also a 

difficulty with ARR's tank cli fleet (althougn the 
private can assigned to A R R  are m o d e m  unitsi. With 

a few exceptions, however, this factor does not 

appear to limit service of existing traffic.

6 - 7
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Tabte 3

Alaska Railroad Haseoqer Cart

Type O a « S Leave
Asoeae*
A*f

Court 21 _ 29
Dome Coetn 3 4 29
ComvneiKiet

Pxemgei/Scifatv 3 _ 38
Food Serve* A 

XecrewKtn 10 2 27
toggeg* < tm 20
Rower Con 4 — 31
guuneu Car . 1 - 24

Total 4g • 28 '

Souree: FY 1980 Annuel fleoort. The Alesha Reilroed.

Tho pitMnitr car flott eonaiata of 48 uniu 

ownod by tho A R R  and 6 loaaod from A m u x k  for 

aupportmc tho incroasod 1981 summer mviti. Tablo 

3 ihowa thu types and ago* of iho p m e n t  equip­

ment. Although not aa old aa tho railroad'* freight 

fleet, the pm ong er c m  ara an aging aaaot which will 

require a complete rebuilding if the present level oJ 

aemce »  to be continued. Twenty-eight of the can 

were acquired from the Union Pacific Railroad in 

1971, eight came from the Southern Railway in 

1980, and the remainder were rebuilt from surplus 

military hospital can. In recognition of the need ta 

cxtenaively rebuild the current fleet, if paaaenger 

aervice ia to continue, the nulroad currently hat 

ten c m  being rebuilt under contract to General 

Electric.

In addition to revenue-producing equipment, the 

A K R  also hie 205 unita of maintenance and emer­

gency equipment. Thia includes auch itema aa m o w  

plows, craneii, and c m  for houting mobile main­

tenance force*. Thia ia supplemented by a consider­

able fleet of on- arr \ off-track machinery uaed in 
maintenance and in-houat construction work. Also, 

sufficient shop facilities and machmiry are available 

to perform any level of maintenance required by the 

ear and locomotive fleet*: however, apace and person­

nel limitations sometimes preclude programming a 

large volume of heavy repair or rebuilding work over 

a short period. Therefore, large projects, such a* the 

previously mentioned passenger car rebuilding m a y  be 

contracted to outside firms.

O P E R A T I O N S

Clearly, the purpose of ARR's equipment is to 

provide tram service to the railroad's customers.

Since nil operations provide the A R R ’s Urgest 
proportion of revenues, they are thus of special 

interns to this study. Table 4 liau ihr types of trams 

operated by the A R R  tnd the nvmoer operated m  the 

yeer* 197S-1980; Table 5 indicate* the total train 

miles produced by these tram* on etch segment of 

the railroad. Currently, the service can be citego«ed 
aa follows:

1. Anchorage— Fairbanks —  Passenger and 
mixed train service

2. Anchorage— Fairbanks —  Freight service

3. Healy—  Fairbanks —  Coal trains

4. Anchorig^’Palmer —  Gravel trajr;

5. Anchorage— Whittiar— Freignt service

6. Anchorage— Whittier —  Passenger shuttles

7. Anchorage— Seward —  Freignt service

8. Anchorage and Fairbanks industrial switch­
ing trams

Table6 summarut* the present frequency of 

theae operations along with the winter schedi ;*s for 

the same service*. Aa can be seen, frequency oi opera­

tion can vary considerably, particularly for the 

paaaenger and gravel trams. This leads to equipm*j 

utilization problems in that a sufficient numor^ 

car* and locomotives must bi on hand to meet 

condition! but some can be expected to be tuir .» 

during slack seasons. This is aggravated by uie 

difficulty that A R R ,  u  a federal agency, has in

Table 4

Approximate Number of Trains Operated 
(All w* nxjrWtnxt unleu otltermiw noise)

Serve 1910 1979 1978 1977 1975

Aneiereee-teew# Srevtt ** S3 *4 U 132
Ancnereee-tVltnt.tr Srewnt l i t 123 1S4 147 122
Antfteteee-Aevner Lee* * r»#ni 31 33 34 3a 37
Anieteee »ewtt»e C'ewl Trexte 102 1*4 IU 147 233
*nw»»rete-> expense Frtfnt tat 192 313 271 3*0
enater^e »e>roen«t Mieea* 74 70 70 U 71
FewaeneeJSecty Caer Tr»me0 141 139 131 m 191
Feuwerte e(«an ma*«riei 

Seitanetl® 290 243 243 290 330
Anmereae Arrears Inaueirwr

awtiwwn at 290 290 277 299
Ai'iOta eae >»nw..:ai Pewer-aer 129 11* 114 11* 111 i
*11 ton eye wnin—f SAvnie Tram 229 233 221 234 20*
lew* Feeaeryw Trane 14 13 10 — - i

1

'A nweeO Irene metuwea Men ln*si wW et wrvwe <n tn* «me >

H a s tor A lm s Xjiimsd e lto e ii

leueat. Citoo Cell Sheets as eatnauiew tot Internet# Canvne.ee Cam.
none tmtn Aieeee Sent see oHkuii

c - v
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leasing supplemental equipment, a strategy c o n n o n  

throughout the rail industry in auch circumstances.

A U o  of interest k the changing traffic pattern 
that h u  been occurring duhnf the put 5 y u n  (Table 

4). Since eoeta to operate additional train* (above 
eome minimum level) do not hae u  fact u  the n u m ­

ber of traini and while revenue* tend to mcreaae 

directly m t h  the number of revenue trains, it ia 

evident that the cyclic nature of Alaska's economy 

very directly affecta ARR's net income. Table 4 

graphically illustrates the difficultiea faced by the 

railroad's management dunn| the lut 3 years of 

declining and itagnaung economic activity.

Table 5 also shows the large part that passen­

ger aervke plays in A R R  operations. With paaaenger 

and mixed train aervke accounting for 48 percent of 

the 1980 train miles, it ia obviously an important 

element in th* cost structure of the railroad.

Th* length of A R R  trains vanes considerably by 

type of service. Freight traina to Seward generally 

comprise 40 to 60 cars while those to Whittier ar* 

45 to 50 ears, depending on which barges they ar* 

meeting. Th* unit gravel trains between Anchorage 

«nd Talmer consistently have either 60 or 80 hopper 

cars each. The Anchorage-Fairbanks freights rang* 

between 60 to 100 cars and the Healy-Fairbanks 

freights rangr between 40 to 60 cars. The m u e d  

trains between Anchorage and Fairbanks will have 2 

to 6 passenger and 20 to 25 freight cars while summer 

paaaenger trains have 6 to 10 can. In a particular

Table 5

Approximatii Revenue Train Miles

Rail T a - im t l lrw u r i* *o UTS 1171

H M i. fn iM M ir
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Table 6

Alaska Railroad Train Service
(m  met rot wool)
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circumstance, m a x i m u m  tram length m a y  be dictated 

by length of passing tidings, traffic demands, loco­

motive availability, union agreements, grades, barge 
capacity, or climate.4

Traffic Base

The A R R  transport! only a few commodities be­

tween a small number of origins and destinations. 

A R R  traffic logically divides itself into two basic 

components: local and interline. Of the two. tnr 

local movements (strictly A R R  origins and destina­

tions) generate the most tonnage but relatively low 

levels of revenue per ton-mile. The interline traffic is 

that interchanged between A R R  and either Alaska 

Hydro-Train or Canadian National Railway through 

the car-barge facility at Whittier or the trailer and 

container movements through the Port of Anchorage 

that art forwarded by the railroad.

Local

Tables 7 and 8 show the revenue tons trans­

ported by the railroad and the resulting revenues. As 

can be seen, the two consistently largest movements 

are (1) the coal moved from Healy to power plants at 

Clear Air Force Station, the University of Alasks in 

Fairbanks. Fairbanks. Fort Wainwrighi, and Eielson 

Air Force Base and (2) the gravel moved from Palmer 

lo the three largest aggregate companies m  

Anchorage. Both are fairly short haulJ tnd involve

4In th# w in ltr, d rc m to d  airbrsks rstponos urn# tnd inc rttw d  
train fric tion may lim it length.

I

C
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Tebto 7

Frtl|lit Traffic R o m m s *  Tons C a r W
(]H #f tMH)

Ca— aw* mat iaaa 7*7* WTO ran

Cm ) au.a aaoa *73* 6*3.3 ■ MS
bn* a O isiW r . m a aaa.] 037.1 mi oao.o
NtrsWws* sa.t 2*1.7 211.0 273.a *333

R s a m 100.7 loa.a H 3 27.6 *14
MwvlsflwreS

r>sm«ii aru 2*7.1 270* joa.s 0)01
t o s c/corc* 112.* •2.4 m.7 m s M.7
O w w a.i •J 7.1 10.1 11.1

Tetsl 34*3.1 1.7S1J 140*4 2.177.7 IX U
•lnm*f+*.n*mr/Com*imm m ftwi *m.
Ituf : A M s  Amyet flvpwrtt.

commodities of rslathrsly low vahi*.

Petroleum products represent ths most htcmtiv* 
of ths Urjfr. local movements. Sines ths son* 
struction of ths North Pols refinery, thia traffic has 

consisted principally of faaollnc moving from Anch­

orage to Fairbanki. Howsvrr, thsrs has recently 

been c growth in tha opposite direction fat movements 

of Jet and diesel fuel supplies from North Pole re­

finery to distributor* fat Anchorage and to the Anch­

orage International Airport. The railroed also deHver* 
fuel to Fairbanks International Airport and the 

Anchorage Airport from sources other than North 

Pole.

The other significant faitrastate m o v e m e nts 

include logs from Nenana to Seward,1 cement from 

Anchorage to Fairbanki, pipe from either the Seward 

or Anchorage ports to Fairbanks for forwarding to 

the North Slope, and a limited amount of local 

tniler-on-flatcar business between Anchorage and 

Fairbanks.

Interline Traffic

Interline traffic differ* considerably from local 

traffic. A  major component is trailer-on-flatcar mid 

container-oft-r»le«r traffic forwarded by tha railroad 

on subrtitute service agreements with Totem Ocean 

Trailer Exprrm and Sea-Land Service C o m p a n y  

between Anchorage and Fairbanks. W h o *  thia traffic 

amounts to only 90,000 to 100,000 tons annually, it 

carries a premium rate because of ha time sensitivity 

and long distance. Thia traffic produces almost as 

much revenue as the m u c h  laiger cool movement. It ia 

time competitive with over-lhe-road movements and

Hh>. m ovement mm4 la aeriy I N I  wHh Utt rafts *m alike 
JipsM** havting merit*.

generally carries a lower tariff than motor eserin*. 

offer. •-•'•nf ?

Th e nSreod poet at Whittier receive* the larger 

paet of tha Interline burinem. This traffic is co m posed 

of all types of consume r and industrial goods includ­

ing building products, furniture, chemicals, oil field 
service equipment, fertiliser*, machinery, vehicle*, 

foodstuffs, and othar goods. Moct of those can with 

weet coast origins arrive aboard Alaska Hydro-Train 

(AHT) bargee from Beattie. However, cart from 

mid-weeUrrt, eastern, and Canadian origins tend to 

ne ve through Prince Rupert via Canadian National 

R  til way (CNR) and the barges they operate. The 

A H T  movements total 200,000 to 100,000 t o m  an­
nually while C N R  morse about 10,000 to 40,000 

tom. While these two comprise only 10 to IB percent 

of A R R ’s total traffic tonnage, they generate between 

30 to 40 percent of the revenue* because of th* value 
of traffic and the proportion of th* total that moves 

fairly long distances. Presently about B0 percent goes' 
to Anchorage while the remainder goes to Interior or 
Kenai Peninsula points.

Several characteristics of A R R  traffic ar* im­

portant to understand because they define both th* 

present and likely future markets which th* railroad 
will serve. Th* railroad, aa an Instrument of mass 

movement, is generally oriented toward industrial 

rather than consume? customers; it provide* most of 

Ha service* ta a Urn Hod clientele which has direct 

siding access to «h* system. It should be remembered 

that nil service is attractive to a relatively limited 

number of shippers; however, these shippers usually 

comprise th* basic elements of Alaska’s economy, 

such as petroleum production and refining, mining, 

construction; Umber; the military; wholesaling;

Tab la 8

Freight Traffic Reran ua
(in Oisumndi of S)

Cm m m M v 7M1 tsaa 7*7* 107* 1*77

C M • 4437 03.717 03307 02407 07,110
fan* S O W 2,712 M 0 1400 •72 (7*

0,700 44*1 1477 •302 11414
F e w  frsmew
H  • - -I^PWiraTWW

1,724 1403 M 0 2,131 1402

frtSurtt 11421 « H (.730 1470 •4*1
TOSC/COfC* 4414 3404 2,777 1,424 241*
0+m 111 1 M 114 111 244

Total M40* 214*4 1I,1N 224*1 3*4*2
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tnd, potentially, haavy manufacturing. agriculture, 

tnd chemicals. Thus, th< railroad tends to serve only 

those orfanuationi which ship in »i£ficient quantity 

to make uaa of the discounts offered by carload, 

multi-carload, or tmnload tariffs. for local traffic, 

thit implies that tha primary thippcn will ba tha vary 

largest Industrie* in tha rail bait, particularly thoae 

ralatad to energy, construction, and raaourca dev*l- 

o p man L Thit it particularly true grven tha until sue 

of Alaska's baavy manufactunni and agriculture 

tacton. Should these two traditionally rail-o nan ted 

groups develop into a ocnifictnt force in tha Rate, 

they would become important revenue sources for 

A R R .
Tha interline traffic, particularly tho rail car 

movements. it a bit more complex. For theta move­

ment! several factors tre important in determining 

the tppeal of nil service. While tha ability to order in 

carload or patter amounts it important, several other 

factors alto influence the shippers' choice of mode. 

A n  important eharactarutic of many of these move­

ments is that they involve commodities which are 

either not produced or wholesaled in the .'rattle area 

or which can be procured more inexpensively by 

|oin( beyond Seattle and dealing in sufficiently large 

quantities. This is particularly important for the 

Canadian National traffic. Another important feature 

of these movements if that they usually involve 

commodities which normally move by rail on the 

continental nil system, thus, making it attractive to 

•void an additional set of loading and unloading 

changes at the port of embarkation. A  fourth charac­

teristic of considerable importance ia the distance of a 

thipperV. plant or warehouae from a nil tiding. Only 

6 to 10 percent of rail car shipments are distributed to 

their consignee from a central public warehouae or 

forwarding facility by truck, and theee usually to the 

smaller, more infrequent shippers. —

Together, these factors define e fairly narrow 

market to which ARR's interline service can appeal. 

However, aa noted earlier, it is a very important 

market. It is also a fairly volatile one which varies 

considerably with the levels of activity in specific 

industrial economic sectors (i.e., construction), rather 

than being oriented toward tha more stable consumer 

sector. While innovative marketing can stabilise these 

patterns somewhat and alao potentially in era see 

market shara, it is unlikely that it can penetrate more 

than 30 percent of the UJS.-Railbelt Alaska trada 

without a significant shift in the texture of the Alaska 

economy or a dramatic change in competition. It is 

also notable that ARR's ability to enlarge its than of 

the market is limited by the capability and number of 

railcar barge* which pnvate operators have available 

and are willing to commit to the service.

Outlook

During the next 3 to 5 you* the rad belt eco­

nomic prospects provide considerable encouragement 

for the stabilisation of the railroad1' *reignt oper­

ations as a sufficiently high level to seep it viable. 

Thera are enough moderate-to-laige-sciJe construc­
tion projects to provide firm prospects for s contin­

uing high level of traffic. In addition, the prospect 

of moving 800,000 metnc Ions of coal annually from 

Healy to a Seward export tensuiii provides an 

important long-term, aa well as seasonal, element af 

staoility. It is also tht type of movement for which 

the railroad is ideally suited. It adds significantly to 

revenues without proportionally in era urns c o m  by 

utilising already existing capacity and capaoiiitics.

M A J O R  R E S T R U C T U R I N G  ISSUES

Clearly, than ia mu ch more to the Alaska Rail­

road than simply tht enumeration of the physical snd 

operational features indicated above. Its Land hold­

ings, employs**, finance*, competitive and regulatory 

environment, and paasengrr service must also be 

considered in any restructuring of the property. 

These issue* have emerged as being the most critical 

no w being faced by the state or any new potential 

owner or operator of the Alaska Railroad.

Land

Th* fo llow ing  dmtUMion down thrauth ".V enue Villagr 
Selection A m  Cleimi p e e r  I t .  u/tt  p r tp u r ta  Ojr tu t  O f f ice o f  
C t n t m l  Count*! o f  tht F t i t n i  Aeifroed Adnm utranon

Land is perhaps the n o n  valuable fixed asset 

currently controlled by the Alaska Railroad IA R R ) . 
It it also an extremely important asset for operation, 

maintenance, and traffic development purposes. The 

total lands under control of the railroad are about

38,000 acre*. The A R R  has acquired its land througn 

executive order, public land order, purchase, trade, 

and B L M  trust de«d. The earliest acquisitions were in 

1914— the lateR (.2 acres), in 1970. While these hold­

ings a n  not extensive, they are among the most 

valuable industrial lands in Alaska. Of the total lands, 

about 12,000 seres are used for the nght-of-wsy. The 

remaining 26,000 acres are used or reserved for 

marine and rail terminals, gravel resource*, right-of- 

way erosion protection, industrial leases, gravel snd 

rock reserve*, railroad administration, and future 

development and facility expansion. Since the Alaska 

Native Claims Settlement Act of 1971 (ANCSA). 

both the ownership and use of these lands has been 

clouded. Table 9 indicates the location tnd quanti­

ties of land and the Native village* that have filed 

claims against particular parcels.

Th* nulroad land holdings fall within sewn

C, -  J f
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Naov# tillage selection ana* and four Native regions 

that v a n  eaubluhed by A N C S A .  Approximately 

1,035 a c m  of railroad land, or 21 parent of tha 

total bolding*, a n  located in Native village selection 

anaa and i n  potentially subject to claimi by Native 

riilag* corporauonj. Subauntially all railroad land, 

whether or not locatad in a Nathrt village or rational 

ana. n a y  uituasuly ba claim ad by Cook Inlat 

Region. Incorporatad (CIRI) undar tha facial 

authomation that allowt CIRI to m e e t  land outnda 

ita rational boundaries.

Right-of-wey Land*

Tha nain line right-of-way from St ward to 

Fairbanki ara* a*tabli*had by executive ordar in 

1915.* Tha right-of-way land* of two snail, pm a t a  

railroad* vara purchased to form tha Tim 70 oila* 

north from Savaxd and p a n  of tha right-of-way 

approachint Fairbanks. The balance of tha anginal 

right-of-way w u  reserved from public domain by tha 

Alatka Engineering Commission undar authonty of 

tha Alaska Railroad Act and tha 1915 executive 

ordar. Othar public lands have bean acquired over tha 

years and n o w  provide branch line connection* to 

Ptimer, Whittier, and othar towns. Spur lint* have 

bean constructed to provide access to airports and 

coal fieldk along th* railbalu Defense land* hav* bean 

transferred to th* railroad for construction o f rail 
line* into several defense installation*. Th* railroad 

b u  also purchased soma right-of-way lands from 

pnvat* individuals or from stata and local govern- 

manta. Th* right-of-way is mostly 200 feat wide, 

with soma variations. Tha right-of-way is wider at 

several locations where needed for control of wash­

outs and for staap cuts and fill*. Narrower nghts-of- 

way ar* c o m m o n  on several spur linat where th* 

railroad pass** through military reservations or where 

other factor* hindered the acquisition of a full 

200-foot nght-of-wsy.

Noei-Right-of-Wey Land*

Th* 26,521 acre* of railroad land other than 

right-of-way land* war* acquired by executive order*, 

public land order*, transfers, purchase* from pnvat* 

owners, snd by tnd* for other land* with state tnd 

local government*. The** land paieeia range in sxe 

from 0.4 acre* up to 5,830 acre* at twenty-seven 

location* adjacent to the right-of-way and three 

smaller location* off th* railbeh. The** lands were 

acquired to support operation of th* railroad. About

1,000 r c m  were leased to businet*** which provide 

leas* revenue and generate nil traffic for th* railroad.

6 Executive Order He. 1. A p ril 10 .1 *1 3 .

Another 9.000 acre* are used as active fnvel tnd rock 

querns* or 425 held for the railroad's future (ravel 

and rock need*. Other parcel* tre used for storage, 

maintenance, and terminals. About 100 xcrei ire used 

for the opcntion of the Yutana Barge Line st Nenana 

and another 570 acres ire pa n of the Seward and 

Whittier port and terminal facilities. The largest three 

parcel* a n  located in the remote areas of Curry 

(4,970 acm), Midway (3,811 scresi. and Heuy 

(5,830 sctes). The** large parcels ire mostly vicir.t 

ai.d a n  held by th* railroad for controlling water­

shed. providing gravel resource*, snd allowing future 

development or expansion of th* railroad.

The three piece* of land not sdjacent to tne 

right-of-way a n  a presently leased 50-acre parcel in 

Valdez thst was used to handle rmilean from ocean­

going barges in support of the Alaska oil pipeline 

construction and two parcela totaling 60.4 acres 160 
a c m  at Holy Cross snd 0.4 acres it Tanana i that are 

leased aa docking and storage areas by Yu uni Baric 

Linas.

Native Village Selection Araa Claimi

Table 9 shows railroad lands that are locs^f 

wrthm Native village selection areas. Claims have : 

filed by Native village corporations for virtually . 

railroad lands that lie within these tress. The extent 

to which the** lands will ultimauly be conveyed to 

th* village corporations will depend on determina­

tions mad* by th* Department of the Interior as to 

which lands ar* actually used by th* railroad and. 

therefore, exempt from selection under section 3iei 

of A N C S A .  The Department of the Inunor puoluned 

final 3(e) regulations that went into effect m  late 

1980, setting narrow standards for determining w m cn  
lands are actually used by the railroad. Under the 

regulations, th* railroad would not retain any leased 

land or gnv*^ reserves claimed by a Native corpor­

ation, and th* railroad's nght-of-wiy would be con­

verted into a limited easement right across land mat 

would be conveyed to the Native claimants. In the 

first major claim for railroad land within * village 

selection araa, th* Fadaral/Suu Land Us* Planning 

Commission (LUPC), an advisory body erublished by 

A N C S A ,  recommended that 90 percent of the rail­

road's land holdinp claimed by th* Eklutna Village 

Corporation should be conveyed. This recommenda­

tion include* all leased land:, *11 right-of-way lands, 

and substantially all gravel reserve* snd would leave 

the railroad with only a small storage yard tnd one 

gravel pit in this area. Th* railroad would retain only 

240 acres out of iu present 2,700 teres ui this net 

Although the 3(e) regulations ar* no w final. Hie De­

partment of the Inunor has neither formally ruled on
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% Tabia  9 

A J g d ti R a ilroad  Lands

LaaytWn
Total 
A a m

Aarai Lenad 
(Amwaf Laaaa R tw nu t)

A a rtt  Containing 
O /m l  Ai Roe* R e itrm  

( f i t .  C u b *  Yardi 
ta Ground)

A c m  Wrthm 
Native Selection Area 

(Name of 
Native Village)

1. Seward 299 55 (8123.0001 _ ——
2. Crown Pomt 81 1 (81.600) _ —
3. M oot* R u t 5.6 — — _
4. Portage 900 — wa- —
5. W hittier 272 15 (83.500) 100 tS 150.000) —
6. Anchorage 661 332 (81.500.0001 — —
7. Eaglt Rp»*r 1.800 0.1 (89.400) 1.450 (9 .0 X .0 X ) 1 .8 X  (Eklutnal
8. Iirehw ood 251 — 150 (1 .6 X 0 X I 251 (Eklutna)
9. Eklutna 
94 Eklutna SLM G rar.l

343 343 (2 .3 X .0 X ) 343 (Esiutnal

R tw rv . X I — X I — 301 (Eklutna)
10. M itanuaka 199 — — 199 (Eklutna)
11. R inm *n 145 — 145 (2 .I X . 000) 145 (Eklutna & Knuu
12. W illow 58 — — —
13. Gravel Pit 215 — 215 (2 .2 X .0 X ) —
14. Taikeema 144 — — —
15. Curry 4.970 — 1.200 (1 0 .0 X .0 X ) ——
16 Geld Creek 26 — — ——
17. Chulitna I X I X (1 .5 X .0 X ) ——
18. Midway 3.811 — 1 .0 X . (3.900.OX) —
19 Colorado 44 — 44 (650.0X) —
20. Broad Pau 1.070 - --- too (1 .6 X .0 X ) 630 (Cantwell)
21. MeKmley Park 184 0.3 155.700) —— _
22. Haaly 5.830 101 (513.380) too (5 .200.0X) —
23. Lignite 1.260 278 (2.400) — —
24. Cltar 2.780 — 2.780 (40.0X.CXX) 640 (Ntnana)
25. Ntnana 270 104 (5221.000) — 279 (Ntnana)
26 Fairbanki 461 92 (5250.000) — —
27 Holy C rou 60 4 (51) — 60 (Holy C /ouj
28 Tanaka 0.4 — — 0.4 (Tjnanai
29 Mooie C rttk 89 — — 89 (Eklutna)
30. Valdaz 50 17 ($41,250) — —

Subtotal 

% o f Subtotal

28.521.4 999.4 (5 2 .17 U 3 1 ) 9.028 

3.8%

Right-Of-Way Lands

(80 .4X .O X )

34.0%

1,737.4

17.9%

2.863.9*
Seward-Fairbanki 10.877.2 — — —
Portage-Whittiw 184 — — —
Fairbank i'E itlion 470.3 — — —
Htaly-Suntrana 111.5 — — —
Matanurta-Chiekaloon

Subtotal 

% o f S ub tou l 

TO TA L 

« o f  TO TA L

434.1

11J77.1

27.8%

38,338.5

4 3 4  r

3.298

1.035.4

20.9%

‘ Right-of-way m ilet in village M ltc tion  
miles; Eklutna. 30.6 milet; Cbiekaloon,

Source: Alaaka Railroad rtco rd l.

araa: Nenana. 40.5 m ilts : Cantwell. 38.7 m ilts ; Knik. 3.5 m ilts ; Knik and Eklutna 43 8 
27 J  mites.
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the Eklutna claim aor begun to procau othar claimi. 

However, Dapartaant of .the Intanor officials in 

Alaaka and Waldington. D.C. hav* indicated a willing- 
naa to accept tha bulk of tha LUPC'a recommenda­

tions. Salactiona of railroad land in othar village- 

araa* art azpactad to follow tha outcoma of tha 

Eklutna daunt. If tha m u l t  for ail railroad land 

locatad in village aaiactien araaa followi tha L U P C  

racommandation, tha railroad would lota up to 90 

parcant of ita landa locatad in village talaction araaa. 

T h u  could maan tha )<;ja of 7.554 a c m ,  or 19.S 

parcant of tha milroad'i total land holdinp, tha loaa 

of 19 million cubic yard* of gravel and rock mervas; 

and tha direct loaa of 1230,000 p>tr year in laaaa 

revenue.

Cook Inlet Regwnal Corporation Selection 

of Railroad Land

A  problem that could affect virtually all railroad 

lands is tha special telecuon authority of Cook Inlet 

Region, Incorporated. CIRI consider* substantially ail 

railroad land holdings, whether located in Native 

village selection areas or not, to be eligible for selec­

tion. CIRI haa formally saked that all railroad lands, 

eitcepl those conveyed to village corporations, be 

placed into the selection pool that waa created by the 

special statutory authority for CIRI to select lands 

outside its regional boundaries. T o  date. CIRI's broad 

interpreution of the law hai not baen accepted by 

tha Department of tha Interior, which maintains that 

tha CIRI selection pool cannot include railroad lands 

ouuidt tha village selections an as Howavar, CIRI is 

expected to challenge tha Department of the Inter­

ior's view. If CIRI is successful in reversing the 

Department of the Interior's opinion either admini­

stratively or in court, *ubit*ntially~al] railroad lands 

would be subject to CIRI selection. It would then be 

necessary for the Department of the Interior to make 

a 3(e) actual-use determination for all railroad lands 

selected, not just railroad lands located withm village 

telecuon areas. The narrow standards in the final 3(e) 

regulations would then be applied to all railroad lands 

and could result in the lots of virtually all ARR's 

leased lands, gravel reserves, and other properties 

along the railbelt.

Tho Uses of Railroad Lands

The authors feel that the railroad's lands art as 

essential to iu operations as art any of the other 

A R R  asteu. They believe that if the A R R  ia to act as 

a part of the market economy of the stale, it must be 

capable of exercising some decree of control over the 

lands with which it is associated. Such control ranges 

from absolute and perpetual surface control over

some of the land to more limited powers over other 

types of raal property.

Lands no w under the jurisdiction of the A R R  
ma y be caugonxed as follows;

1. Main line and branch line nghu-of-wsy.

Z  Terminals and poru.

3. Lands leased to traffic-producuig tenants.

4. Msunal sour.* lands (for example, gravel de- 

poaiu).

5. Lands leased to nontraffic-producmg tenanu.

S. Lends held for future opertuons tnd tnffic

development.

7. Fortner rights-of-way.

8. Other holdinp.

In the authors' opinion, each of these types of land 

requires specific -protection if it is to continue sup­

porting the railroad in iu roie as a functional par­

ticipant m  the state transport network.

Requiring the most protecuon are the main line 

and branch line nghts of way. The nature of railroad 

operations requires that these lands be under c o m ­

plete control of the railroad, including at a minimum 

the right to: ^

I. Hive complete freedom to add to or de> 

from the land any structures, roadbea*. 

adjacent rocks, or gravel or to recontour m e  

land as necessary.

Z  Move track withui the right-of-way or to add 

or delete track.

3. Provide loading and unloading facilities for 

railroad customers or for railroad purposes.

4. Ad d structures aa m a y  be necessary for 

operation.

5. Remove any vegetauon which may be 

required to operate or expand the railroad s 
services.

6. Fence the right-of-way.

7. Operate any and all trains necessary.

8. Restrict or grant access to persons or vem- 

cles as it tees fit.

9. Construct and maintain any drainage facili­

ties necessary ta preserve the right-of-way.

10. Maxe any provisions necessary to protect the 

operational capability of the right-of-way 

even if this requires access to and control of 

landi beyond the normal nght-of-way limit: 

(e.g., avalanche, flood control 1.

II. Take such action as may be necessary it 

safely operate in situations where conflict 

with other transport modes may exis.
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12. Place tU necswsry communication* and 
signal dtrvicm within th* right-of-way or to 

maintain separate nghu-cf-way for the*# 

items w h e n  necessary.

The author* believe that all of theee efrraents 

muit be available to enable the railroad to maintain 

the property, provide for safe operation!, protect the 

public, meet public regylsnry requirement!, operate 

efficiently, and be reiporuiv*' to economic opponun- 

ities and influencH. The nonnal me cha num required 

to exercue three responsibilities i* fee ownenhip of 

the property by a railroad. In those relatively unusual 

circumitancia in which a railroad cannot obtain fee 

ownenhip, Lnen it occupies a land parcel via a rail* 

road easement. This gives the railroad complete 

control of all surface rights to the property, including 

the nght to exclude the fee owner from the property 

snd to exercise all of the functions noted sbove. The 

usual railroad right-of-way is 100 feet to either side of 

the center line of the main line. It is very unusual for 

leu than this width of land to be available; however, 

wider nghts-of-way are not uncommon. The Alaaka 

Railroad's enabling legislation specifies • right-of-way 

width of 200 feet total with a supplement of SO feet 

for purposes of operating a communications system 

where necessary. Terminal or port lands usually have 

no specific width reined to track location. Rather, 

they are specified in the more traditional types of 

descnpuons uted generally in real property.

Landt Providing for Railroad Traffic Development

This category of land is second in imporjnce 

to that of righis-of.way ar d terminals. The import- 

ancr of this category goer beyond the lease income 

generated by the property to the very essence of 

ntiroad traffic and marketing. A n  analysis of the 

Alaska Railroad's traffic indicates that only a very 

small portion of operating revenues are derived from 

customers whose businesses are not directly adjacent 

to the railroad's nght-of-wsy.7 The efficient loading, 

or unloading of carloads requires a customer to have 

direct access to railroad facilities. This factor is of 

such importance that it is usually quite difficult 

lo serve a customer w h o  is not directly linked to the 

railroad. On* of the primary tools available to a ail- 

road to solicit this type of traffic is land adjacmt 

to its nght-of-way on which a shipper can locate his 

facilities or stora his goods. Thus, the landt available 

for leasing to traffic-producing customers contribute 
much to the ability of the railroad to sustain iu 

present operation and to be economically viable. 

Likewise, those lands which ar* available for future

•S»* "Traffi* 1 '  PU * «•

lease to traffic-producing customers represent the 

long-term capability of the railroad to continue its 
existence u  an economic enterprise.

In the tuthors' mew, the only mechanism which 

will permit the railroad to manage these lands effect­

ively is complete control of their use. While ’.here is s 

clear obligation in A N C S A  legislation to honor 

existing leases whether the landowner is the raiiroafl 

or another party, the only manner in which t contin­

uing commonality of interest between the railroad 

and future lease holders csn be maintained is by 

provtding ownership of those parcels for the railroad 

or by requuwg any future owner to m e  them for rail 

traffic purposes so long as the railroad exists. It is not 

at all likely that the land development interests of the 

rsulroad and a future, non-railroad owner would 

coincide since land sale or lease for non-railroad 

purposes would frequently generate much higner 

income than would typical railroad uses.

Lands, Improvement, and Construction

T h u  category includes those properties from 

which materials such as gravel and rock are obtained 

for maintenance and unprovement. The authors fee! 

thit a railroad must have long-term scctss to such 

land as well as t fairly unrestricted nght to remove 

matensls as required. These needs ire banc to the 

continuing operation of a railroad, because any 

railroad's roadbed and track will detenome rapidly if 

not regularly maintained and tallest renewed period­

ically. This renewal requirement is particularly critical 

in Alaska where the amount of moisture dunng spring 

breakup can, if not controlled, make track unusaoie 

within a single year. In addition to regular mainten­

ance. there ma y be very large short-term aemands for 

rock and gravel to repair damage from floods, aval­

anches. and earthquakes. The A R R  annually requires 

an estimated 200,000 tons of gravel and 40.000 tons 

of rock for normal maintenance. In addition to this 

amount art requirements for emergencies and for 

track improvements, industry access, and alignment 

improvementa. The latter items result from changing 
demands of railroad traffic and operation pattrms. 

These are produced by such factors as changes in car 

types and commodities (such as bulk commodities 

requiring more substantial track), frequency of 

operations (more traffic requires more frequent 

attention regardless of commodity), types of oper­

ations (need to improve transit times to aitraci or 

keep time-sensitive traffic), or the need to improve 

operating efficiency (lower maintenance costs or 

operating costs by realigning track).

Unlike the previous land categories, there is no

9
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abooluu requirement for ownenhip of the property if 

the railroad h u  the access and extraction righu 

mentioned previously or bee aceeee to commercial 

gnvoL However, without railroad ownenhip of the 

materials, the coeu of maintenance and improvement 

will be increased in two ways. O n e  will be the c o m ­

mercial cost of pavei and rock. Having to purchase 

travel as the current cart of 813 per ton would cost 

the A R R  a mi nim um of <2,600,000 annually for 

normal maintenance. These cotta would amount to 

an additional charft of SI.49 for each revenue ton 

earned by the Alaska Railroad (in 1980 dollars). In 

addition to this would be any aggregate demands for 

emergencies, new construction, or rebuilding. These 

additional coeu would either have to be passed to 

ihippen (and, thus, largely to consumers) by freight 

rate increases or would have to be supported by a 

public subsidy. Should increased freight rate* be 

chosen, they will probably ma ke the railroad leu 

competitive and result in higher subsidy demands.

Lends Laasad to NomraHic  ̂ rodudng Tenants

The lands leased to non traffic-producing tenants 

are not necessary to the continued operation of the 

railroad, except where the lands can be converted to 

traffic-producing properties either by lease to cus­
tomers for plant location or by exercise of mineral 

nghu. H o w  much these holdings m a y  autst the 

railroad in iu future operations will largely depend on 

location in relation to commercial opportunities. 

Even though the presently leased properties art not 

essential to the operational survival of the railroad, 

they do provide a major source of income which 

oermiu lower freight rates than might otherwise be 

the esse. Should the railroad lose control of this land, 

the lost revenue would have to be obtained from 

other source*— either higher height rate* or public 

subsidy.

Former Rights-of-Way Land

This final land category is probably important 

only in terms of the future resource development role 

that policymakers m a y  wish the railroad to play. 

Specifically, the railroad currently controls the land 

of a former right-of-way extending eastward up the 

Matanuska Valley approximately 30 miles past the 

Sutton, Eska, and Jonesvill# coal fields to Chicka* 

loon. Thia right-of-way provides access to coal re» 

sourcao and will be an essential ingredient in any 

scheme to export coal from the Matanuska Valley.

According to A R R  management, any railroad 

depends almost entirely upon the way it can use iu 

lands if it is to operau effectively and to market that 

operation reasonably. Without this ability to utilise

lands, sny railroad is dearly an unittnetive invest­

ment. Therefore, without a satisfactory resolution of 

the current questionable sutus of Alnka Rulrosd 

lands, any pountial owner should bs nesiuni sboui 

becoming involved with the rxilrcnd. If he ihould do 

so without obtaining the type* of guarantees roec-.fied 

above, it should be with the clear understanding that 

this course of action ma y well lead to ■ large snd 
continuing dram upon hu treasury.

Employ** Concerns and Obligations

Present Situation

The Alaska Railroad ( A RR) is s federal agency 

under the Federal Railroad Administration (FRA). 

U.S. Department of Transportation. Fe w of the posi­

tions held by employees of the Alaska Railroad, 

the only railroad operated by the federal government, 

are found in other federal agencies since ths majority 

are unique to railroad operations. The A R R  e m ­

ployees, having significant railroad operational 

txpenenc# and knowledge, represent one of tne 

railroad's most valuable ataeu. In addition, the A R R  

employes! have knowledge of the special railr 1 
operational requiremenu for Alaska, with iu 4if:sdfe 

climatic conditions and associated msinte ^ S '  
requiremenu.

Declining Work Force. After the completion of 

tht pipeline, the Alaska Railroad experienced declin­

ing traffic and rrvsnues until the 19S1 fiscal year 

(June 1980). Since that time, significant traffic arc 

revenue increaaes have occurred despite high interest 

rates, inflation, and generally poor national economic 

conditions..In ’.he face of increasing costs and declin­

ing revenues and traffic, the Alaska Railroad nas 

annually reduced iu work force over the last 5 years. 

For example, in F Y  1976, the railroad employed an 

average of 1,025 persons, but by April 1981, this 

workforce totaled .only 629 employees, including 

both permanent and temporary workers. *

The following uble demonstrates the penonnel 

levels by department in mid-AprJ 1981, according to 

a railroad manning report (see Table 10).

Organised Labor snd tha A R R .  As regards 

p l a n n e d  labor for iu employees, the Alaska Rail­

road u  similar to privau railroads in the continental 

United Sutes. Unlike pnvite sector railroads, how. 

ever, most labor agreements with the Alaska Railroad

l h m a  th * Alaska Railroad u • federal agency, there i« tuo- 
Manually larger las between the acanowlersment of declining 
revenue tra ffic  and s reduction in the cumber o f employees 
than would be eiperienced m private ra iiro td  operation!.

C - s c ,
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Table 10

Authorized v*. Actual Number* 
of A R R  Employee*

Tm m
P— IWH | !■ I

u « n M » M B 77 a
T m y y  m  mi 23* 211 202 ii
I r S M M I 270 111 127 44
M u m tt 142 131 130 <
MartetM* 14 10 • 1

Teul 717 ea S41 74

art perpetually in affect until either organized labor 

or the railroad management wuhe* to open the labor 

agreement* for renegotiation. Thia factor hai inter- 

efting long-range implication* in view of the potential 

tranifer of the railroad'* ownenhip and operation*.

At the p m e n t  tune, five union* represent the 

Alaika Railroad employee*. The** are lifted in Table 

11 along with the number of employee* which each 

repre tents.

The • Fisll-Craw Law. An additional area of 

concern regarding employee opcnting agreement* 

and a change from federal itatut involve* a current 

Alaika (tatute, the full crew law— the only one left in 

the United State*. It require* a five-man train crew, 

including a locomotive fireman, for all train*. Cur­

rently. because it it a federal agency, the A R R  is 

exempt from this law and operate* it* train* on th* 

basu of agreement* negotiated with labor organiza­

tions. Usually, the** require o.'.ly three- or four-man 

crew* for each train. If Alaska do** not repeal this . 

law during the court* of any restructuring, it it 

unlikely that the railroad would ever b* a **lf- 

supporting operation. If th* present full crew law 

continue* in farce, th* itaw should b* prepared to 

pay several million dollar* annually in subsidy for 

unnecessary labor.

Thus, the Alaska Railroad's employee situation 

is more complex than that of other railroads since iu 

employee* are generally not only member* of various 

labor unions (similar to other railroad*) but are also 

federal employees with all of the right* snd benefit* 

which as* afforded participant* in the federal govern­

ment’s civil service system. Th* implications of 

these double protection ng hu snd benefit* for th* 

proposed transfer ar* far reaching snd significant.

Financial Implication*

Another significant confederation in the poten­

tial transfer of the Alaska Railroad from the federal 

government to the S u u  of Alaska is the financial 

implications of employee protecuon. including 
federal retirement benefit*.

Th* current employee* of the Alaska RiUrosd 

hav* participated in tnd contributed to the federal 
Civil Servics Retirement and Disability Fund The 

Alaaka Railroad has matched the contributions made 

by each employee dunng their employment to date, 

and the** contributions have been made out of 

railroad revenues. The federal Civil Service Retire­

ment System is under the jurisdiction of the L'.S 

Office of Personnel Management.

Th* Civil Service Retirement and Disability 

Fund is th* accumulation of money held in trust by 

th* U.S. Treasury for th* purpose of paying annuity, 

refund, and death benefits to persons entitled to 

them. Th* present Alaska Railroad employees are 

among th* persons entitled to these benefits.

The identified federal commitments which were 

made by the Alaska Railroad to employees at tne 

time of employment include the total cost of relo- 

cauon back to the point of recruitment of any 

employee and family recruited from outside Alaska 

when they choose to return. Other employee com- 

mitmenu include participation in the Federal E m ­

ployee* Croup Life Insurance Program. health insur­

ance benefits, accrued sick and annual leave, credit 

for time served as federal employees, turnaround trips 

to the point of recruitment every two years i as distin­

guished from relocation), and protection asainst 

arbitrary dismissal by the Merit Systems Protection 

Board.

There ar* many unanswered questions related to 

the employees and protection of their njtnts. These 

questions can best be answered snd the problems

Table 11
»

Labor Organizations Representing 
A R R  Employees

Atnmtan* Tr*n Ohmic*** Anocioiion 
lr * t n>r* oe0 el 
Unite* T ffR M fU ’ tOR Union 
American Cmkit»©*» o> Co«*f"fW i Emoiovcti' 
Internet**!*! Aaoctft’OhOt M*cn*imt *nd 

W*r«*ri

Tote!

20
37

127
315

10

579

m

(meiovMt » 
Rn i m r i m

•Th* A me* ace* F*d«r*t«ft o l Go**fnm*m Cfnoi«r*f» fcp#»«*nii eotn
*ne **v#-r*iL»r wQ inri

m
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aolved by the M n l  government since it it their 

iy*t*m and not Alaska's which has given the e m plo y­

ee* LI,nr protection. Failure to *olwe the** obliga­

tion* pnor to the transition phaae may well lead to 

lengthy and costly litigation “  well at to esceauve 

employee turnover. Thu*, careful conoderation of 

thaaa factor* aa part of the fedeni tranafer leftaleuon 

would benefit *11 concerned.

W e  ihould alio note that icveral of th* existing 

labor agreement* will continue in force until either 

the labor orfamzation* or th* railroad ma nagement 

wiahe* to open negotiation*. It ia probably best that 

the** agreement* remain m  force for a specified time, 

after which they would be eubject to new negotia­

tions. The tranafer legislation could provide for auch 

negotiations and establish U-* framework for setting 

labor agreements.
In summary, ARR's legal obligation* to its e m ­

ployees are ext*naive, and th* federal government is 

in a mu c h  better position than th* itate to provide 

them with a proper transitional propsm. S u c h  a 

program would protect the employees, th* State of 

Alaska, rod th* federal government.

Finances

Its status aa a federal agency complicates the 

financial condition of the Alaska Railroad. For 

example, non* of th* traditional measures of financial 

health auch as pnce-eaming. debt-equity, or even 

revenue-expena# ratio* properly portray the condition 

of th* operation. In addition, the burden of paaaenger 

service (about 35 percent of all trains operated in 

1980) distort* even the traditional railroad operating 

efficiency measures which might otherwise be e m ­

ployed. Financial reporting u  done by methods 

and for reasons which differ from private practice and 

which ar* not even entirely consistent with federal 

government standards. Similarly, public sector 

capital budgeting and justification is not organized or 

presented using the methods of th* rail industry. T h e  

differences result both from conflicting management 

objectives and requirements for management infor­

mation which ara dictated as much by federal control 

as by th* need to manage ooemions.

The A R R  receives operational funds from four 

primary sources:

1. Revenues earned by transporting freight a<nd 

peaengen.

2. Income from property leased to others.

3. Reimbursable services performed for others.

4. Congressional appropnations for acquiring 

capital assets and for major maintenance.

Thia income is ail placed into a angle revolving fur 

account with th* U.S. Treasury against whicr. 

railroad draws to support iu day-io-aav operatior 

and fund capital expenditures. Income placed in in 

account remains available until extended by AR. 

either for operations, capital expenditures, or o 
work authorized by sppropnauon.

While the revenue from the railroad's o» 

operations is largely independent of external cor 

trol,9 those resources obtained by Concession: 

appropnation ar* subject to msny of the sam 

rastrainu c o m m o n  to the budgets of ill feder: 

agencies. These requiremenu dicute s budgeur 

process which m a y  have both revenue-based fur.osn 

and appropriated funding used for similar purpose: 

while justification for their us* may be quite o:: 

ferant. Th* justification for appropriated fund:.-, 

is- similar to that seen for other agencies »n;c 

seek mo n e y  to maintain the existing property sr.: 

operations and to comply with federal guideline: 

This is somewhat different from the approacn use: 

on most pnvat* rail systems wnere budget!, *n 

developed and justified on the basis of the 

bilitv of operations tnd the investment. 

funded.

With this background, let us look in more a 

at the railroad's financial situation. This analysis w-.l 

deal with the financial statements, revenues am  
expenses, assets and liabilities, and capital budgets 
W e  will review both the information ivauaoie from 

this material and its limitations. In addition. wn»r» 

possible, we will explain the future implications o: 

these items.

Reporting Financial Information

The Alaska Railroad prepares three public 

financial documenu. On e of these, w e  capital busget 
and appropriation request, will be deiil witn in 

another pan of this section. The other two are *.ne 

annual report and the monthly financial statements 
While both provide useful information, they are 

limited in scope when compared to similar documents 

prepared by pnvata railroads.

Annual Ruperts. The annual rtporu are pre­

pared following th* end of each federal fiscal year 

(September 30). They summanz* the previous year s 

financial performances and c o n u m  a limited am oun t 

of operational data a* well as a narrative outline of 

th* previous year's events. The financial information 

includes a bnef income statement, balance sneet, ana

*The only restraint upon cipenditures o f th e n  revenuet u
that lhay m uu be uaed fer a funeiion luinoruafl me ranroac 
in iu  anabling le * 'd a m n , aa amended.
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a statement of change* in financial petition. Non* at 
thm* i n  entirely consistent with prrvit* practice in 
stockholder reports, principally-due te th* fedeisi 

*tatus. Th* difference* a n  most clearly apparent in 
th* balanc* «h**t where liabilities include only a 

limited number of current items and neither long­

term liabilities nor rtockholdert' equity. The long- 

term liabilities do not eiitt since th? railroad is debt 

free and need not provide for taxes. Substituted for 

stockholder's equity is an item termed "Proprietary 

Interest of the United States Government,'' which is 

the sum of all federal appropriations plus retained 

earning from operations.

Th* income statement varies from that of 

private practice in that it does not account for fixed 

charges other than depreciation. It is important to 

not* that th* A R R ,  as is c o m m o n  with most rail­

roads, does not capitalize and depreciate its track 

structure. Rather, it uses th* practice known as 

betterment accounting, which charges any replace­

ment material regardless of the amount of expend­

iture, to current maintenance expenses and capitalizes 

only the improvements. While th* mu lt of this 

practice for a private railroad is to present the finan­

cial status in a more conservative light, the effect on 

the Alaska Railroad is slightly different. Because the 

A R R  seeks federal appropriations to perform some 

major track maintenance (which becomes pan 

of the propnetary interest), this work is effectively 

capitalized (whether it involve* replacements or 

improvements) and is then not depreciated. Effec­

tively, this practice tends to understate the long-term 

capital requirements to maintain an adequate uack 

structure while at th* same time, it overstates current 

maintenance expenditures.

Table 12 shows the changes in fixed asset values 

which have taken place in the 1976-1981 penod. The 

increase is due pnmanly to additions to equipment 

(mostly fifteen new locomouves) tnd to structures.

A  difficulty on the asset side of the bslance 

sheet involves establishing the value of assets. It 

should be remembered that a considerable portion of 

the A R R  properties were transferred from other 

federal agrncies, often at a cost of only transport 

charges or salvage value. Th? entire line from 

Whittier to Portage is in this category. T o  what 

extent this type of tccounung for th* assets under­

states thetr true value is not certain. Tor present 

day-to-day operational purposes, it is not of grest 

importance except that it understates the depre­

ciation charges and thus the capital reserve require­

ments. A n y  restructuring will necessitate th* identifi­

cation of appropriate asset values for rate-making and 

other purposes.

Table 12

End of Fiscal Yaar Fixed Atsats 
(t in millioflil

On»t/n trta »/7» 9/7* t m %n\
t - w o *  .27 .71 67 43  37  j?
■ 12.33 13.36 17.33 12.13 11 96  1131Qtrwr SfflMtWM

a  1 1 3  13 111 6 1  1 1 0  6 3  1 06  8 3  1 07  13  107 TO
l a u w n w i i  4 3  6 4  4 4  0 3  41 3 3  4 0  9 3  4 0  9 3 36  16
NeneewMw*

1 6 6  2 .3 3  3 . ( 3  3  3 4  3 * 4  344

Tots! FiUd I
1 7 2  4 4  171 3 4  1 6 6 .9 6  1 63  U  1 64  3 3  139 79

Only nurtntvd ttndi i‘l m mu *iinrru-i S44 T<oi< 9 'or
W u H d  Ml iwwt.

%mnm A144M Anno** hntntut juiimmi

The lands controlled by the railroad are ilso not 

included in assets, except for those directly purchased 

by th* A R R .  because most of the land was trans­

ferred to the ntlroad si no cost by executive order 

or public land order.

Monthly Financial Stattments. The monthly 

financial statements are much more detailed than the 

annual reports. They provide both an income state­

ment and a balance sheet in the same format is m e  

annual report. However, each line item is funner 

broken do wn into relevant details. Conceptually, 

ti e tame limitations tpply to these statements 

ar to the annual reports. This investigation, however, 

discovered sn additional serious limitation: the 

inability to isolate passenger- from freignt-service 

costs. While revenues are separately reponed. costs 

arc separated in only a few citegones. Those that are 

recognized appear to be only a few of the shon-term. 

out-of-pocket costs. This clearly does not reflect m e  

full, direct cost of providing the passenger service, 

w m c h  constitutes 30 to 60 percent of all trim miles 

operated. Because of the importance of this function 

of the A R R .  we allocated the costs left unassigned by 

the financial statements and present them later in this 

section.
Another important difference between the A R R  

tnd norma] industry reporting occurs in the area of 

operational statistics, which allow th* tnalyst to 

prepare efficiency measurements. While the snnual 

report contains limited d s u  on operations, tne 

financial statements hsve none. Those in the annual 

report are not equivalent to those required of private 

railroads in their annual reports to the ICC or even to
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m a n y  of those prepared tor itockholdm. Thii in i 

r t p n w i u  tn anporunt deficiency ia tht ARR's 

public rrporu.

With these explanations in mind, it it appro- 

priatt to look tt tht finsncial performance of th* 

Alaika Railroad dunng tht part itvtni ytan.

Finaociti Performance

Tht Alaika Railroad hat experienced rathtr 

varied financial circumstances ovtr the part dtcadt. 

It experienced tome of iu b*«t ytan dunnf 1975 and 

1976 and tome of iu w o r n  in 1979 and 1980. Tht 

A R R ’i cyclic performance during then ytan ii 

representative of the tntirt financial and optrauonal 

hirtory of th* railroad. It alio indicatti th* itnntivity 

of tht railroad's financial performance to traffic 

channel which would be considered minor on most 

railroeds.

Table 13 aummariaes'th* income tnd expense 

performance between October 1975 and September 

1981. As can be seen, revenues had fallen by 1979 to 

half their 1976 level; expenses subdued afur 1977 

and remained so through I960. This indicates the 

sensitivity of the profit or lou to changes ui revenue 

rather than to cost factors. This is s basic fact for all 

light-dennty railroads: they mutt operate it certain 

m i n i m u m  levels if they are to handle available traffic 

and m a i n u m  certain operable levels. That is what has 

occurred on the Alaska Railroad. T o  retain traffic, it. 

has had to m a i n u m  snd operate the property at s 

cerum level. However, it would cost only marginally

Table 14

1978 Revenues and Expenses
(g in miHwmi

r o w «w Omm Tetai

Totw i n n SI 40 S3 77 i n n
Oewnine a n 1 so 2 12 27 3'
Ssx(S*r**rt* 1 IS 1 65

Cj v  l o w s SI ft 111 t.M 30 37
lw»nwnns 4.SS 0.S4 4 U
IIIWHXIMI l.» 1.2* a S7
Tnneenaiw* 1.30 2.95 is :s
T*»*l-* 0.21 0 13 047
u*i ra*w 0.30 0 14 0*4

. S w u m n i w i 2.57 1.21 3 7S
Otftev Oeerainf IS* 1 46
l u n m m u * 0 12 0 17

2.S1 0.2S ais 3 19

Tew (urn* 24.10 JA1 2.10 33 31

Gemlteol U l M
Oeenmcuen 1.70 14 III 1.79 A "

a«*v Atteeewe Gee* •
IUm u 11.111 15.11) 1.S7 -«l

l»yr— I. A(«fei Awlro«tf Stattfrwmi a/*c Annual *
ivaamOutM iCC com allocation waatn&ci

more to optratt at ■ connderaoly higher level, 

generating mu ch mou' revenue. Th* 1981 results fur­

ther illustrate this problem. As n o u d  oeio*. m e  

composition of cotu and revenues provides signi­

ficant insight tnic the various cost factors.

Tables 14, 15, and 16 provide a more detailed 

analysis of 1978, 1979, and 1980 revenue* ,-.c 

expenses distributed to freight and passenger •**- ,ce 

and to other activities. It is important s note 

that the method used by this analysis devetoos fully 

allocated coats.10 That is. th* method allocates both 

th* direct, short-term, out-of-pocket costs and the 

various types of joint costs tnd overhead to the 

appropriate service. This estimates the resources used 

to supervise th* ptsaenger trims’ operation and 

maintenance, to market and admmuter them, to 

provide th* incremental track maintenance required 

by them, to service and supply them, and to control 

their activities. It anouid be realised that if the 

paaaenger trams were eliminated, many of these 

joint and c o m m o n  costa would remain. However, over 

the long term, it would be possible to eliminate uiem

I Where the fin tnc ia l *4 l#m «nu provided toee ificcou  a r m  
o u u  ikuch th pa*A#ni*r or (r* ifn i ear mamirruneei. m e *  
uaed d irectly rather than b t in |  allocated.

Table 13

Revenues and Expenses 
It m  mdlweil

»V (1 ev to »v t i »V 7» »v n PV 74
aiviNuS

OawatMf 140 7S 
H m w e i  XI*

S2S 74 173 0* 127 44 1 33.3* 
2.13 X0i IAS t.M

(44 OS
1.11

Tew 43*4 2 X M 2S.lt saoa 34.03 47.71

ixeiNSls
Oeereiws 40.3* 34.3S

.34
31.21
-21

3X30
71

3*.70
JS

4**7
.1*

TetW 4* S3 a n 3i.ee 3XS1 34. *4 ee.es

0m  dew U I IS S3! •4-33! 14.421 1 ATI 17.141

Oewecww* irtiMta m
U T XS3 172 120 X13 X(1

CMiCwollMl I U 12.301 13.111 11.n1 2.70 1 031

Seu<n aj(M4 "»4*eW Sirunciel Sietwnemi.
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Tab I* 15

1079 Re— no—  and Expenses 
IS m mdtiem)

h a — e— i ’ 9 ir Oma- Trial

a t e o a • t .M t a  11 5 3 5  ta
i» .oe t .M 2 0 3 33 .0 7

NlllMrilUf 2 .01 3 .0 1

C w  l u n 2 0  10 a . i 7 2 .00 . 3 5 .37
In g w w m g 1 3 1 0 H 3 . (4
M M ie u u i 4 .7 7 t . t s 5 .53
Tiruarwun s a g 2 .M 11.75
T ra ffic 0 3 1 o t t 0 .47
C tW H M I» W W I 0 35 0 1 3 0 .35
M m w i h i w 144 t .M m
Oir-e* C— >timg 1.»1 l.tt
Wimmrmng o .o g - 0 .01

Oaoraiei— 2 J 2 0 3 1 Oil 1 3 2

TMat Ii— m. 2 2 .1 2 M l 3 .1 5 3 1 .4 5

Cam (Lewi W n
Deorajwuon 11.021 14.311 2.11 11121

»u«y Abacmed Cam
ILow l I3 .M I 14 441 1 .M (•.141

S*%*c-n AtMM »/«) Anrntt * —on
FW *mey«H  uMAf ICC COit rvwmods

or to div*rt the resources they represent to more 

productive uses. '*

The anaJysu indicates that 'he nonrail activities 

have consistently shown a positive net income. The 

freight service h u  shown a positive cu h (low (net 

income before deduction of depreciation) in 1978 

and 1980, but 1979 indicates a SI.02 million cuh 

lots. For the 3 yean, the total cash gain on freight 

operations w u  S2.48 million. While this is not 

sufficient to cover all depreciation charges, it does 

represent an impressive performance, particularly 

when considered in relation to the weak Alaska 

economy dunng this penod. With freight and other 

activities combined, the cash flow is positive for 

all 3 years, and total net income is positive (or 

sero) in 1976 and 1980. This leaves the passenger 

service u  the principal source of the substantial losses 

shown in the annual reports. Such a result is con­

sistent with the problems experienced by other North 

Amencan railroads dunng the past 30 yean.

H w h tr *  A R R  tc teun iiag  rrae rd i did aot i  pacific l i ly  allocate 
costs to  either fre i|h t or passe )|er tam er, thsy were so 
sllocsled using methods prescribed by the Interstate Com­
merce Commission to the estsnt thst ihs required operating 
s u iu tw i were arstUble. See Cods o f Federal Regulations. T itle  
4 » . P s rt 1242.

There are two poss.ble causes for the passenger 

service's poor financial situation: excessive expenses 

or inadequate revenues. A n  examination of the 

various expense categones indicates that they are not 

excessive considering the substantial proportion of 

the operations represented by passenger service. 

Given the nature of passenger train operations, this is 

in fact s substantial compliment to the A R R  manage­

ment. T h u  mu lt u confirmed by comparing the 

A R R  paaaenger service to that of the Denver and Rio 

Grande Western ( D & R G W )  passenger service for 

comparable periods. Dunng 1978 to 1980. approx­

imately the same number of passenger train miles 

were operated by both railroads. Expenses were aiso 

comparable: however, the D & R G W  revenues were 

50 percent to 100 percent greater, resulting in a 

significantly smaller loss sttnbuied to passenger 

service. A R R  revenues, on the other hand, were not 

large enough to be comparable to the proportion of 
total operations represented by passenger service.

A  more detailed discussion of the passenger 

problem is contained in the following section ( C o m ­

petitive and Regulatory Environment!. It appears, 

however, that it would be impossible to generate 

enough passenger traffic to make the net income 

from passenger operations positive. This is the basis 

of a substantial long-term public policy question It

Table 16

1980 Revenues and Expenses 
(S tn millicnt)

»>•— e— an*.. Oinar Tetai

g M m a T o m S 33 7 2 5 3 0 * *4 04 S IS  89
O— reimg 3 2 .7 2 3.0* 1 92 36 73
Naneaewmc 3 16 7 <6

Cam (aoaait 3 0  97 7 .6 0 3 67 31 19
Enfiaaafmg 3 70 0 .5 9 3 79
Macnamtei 5 37 1 5 9 6 96
Tram— neiien . 1 3 4 3.54 13 92
T ra llie 0  33 0 .3 0 0  53
Cemmwmcaiioni 0 .3 5 0 .1 5 0  4 0
Aqmimnraiion 2 .5 3 1 .4 9 t  0 2
Omer 0— rumg 7  4 7 3 4 7
Nano— i i i ia g 0 .3 5 0 .2 5

P ae ra cw con 3 .0 S 0 .3 2 0 .1 3 1 5 3

T c te l ( u i i m 3 4 .0 0 7 .1 2 7 .1 0 34 7 2

Cam 1 L aw ) I d o n
Oeeneeiwi 1 .5 0 15.511 1 41 13.301

Su lly  All— tied Cam
ILoaal (1.711 15.131 1.31 15.631

S * *  cm  A Imho A a rfro t f P in*ic iftl S ts iw n tm t »« ) A«"u*i f l t o o n  j 
rMPFW gyfJ Utsftf ICC ctw  aiioc«i>o"
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is tl*o important to realize thst, except fora modest 

depreciation chan* against pxaaengtr service, thu 

analysis has not included any capital coats.

Sine* it appears that freight atrvtc' is a fairly 

stable income source even in economically depressed 

yean, it is useful to examine the effects of adding a 

major additional long-term movement. For purposes 

of thia discussion, it is assumed that the recently 

announced pending coal movement from Healy to 

Seward for export saw its initial op e m i c n  in 1980. 

The revised income statement is shown in Table 17 

baaed on the proposed 800,000 metric tons moving at 

a rale of 810.10 per ton. Operation expenses are 

based on d a u  supplied by A R R .  and depreciation 

costs are computed at current rates based on the 

assumption that all ne w equipment is used for the 

movement. For this analysts, only freight snd other

Table 17

1980 Financial Performance with Ponmtbl 
Coal Traffic

•00,000 Metric T e m  - Ml,*00 Short Tons 
(S m mhlieml

feiWi Other Teret
hiuie Ceet 

h e w  tie 
Oeer time 
NeneeerMm*

$23 72 n .n SAOC
1.(3
2ia

12* SO 
24*4
21*

Cam lawenea 
Oeer et ins 
Neeeeaream*

x .n
20.52

2.57
3.43
a n

73.S* 
33.34
a n

Pe*»e— two 200 0.13 231

Trial liama 34 00 250 30*0

Oam lleeti Cetera 
Oeeraewtien ICO 1.41 231

11.2*1 1.3* 0.00

Www Ceet

Oeer et m* 
Neneeemms

11.(3
n.a3

4.0*
1.53
21*

3070 
32 34 
21*

Cam l a m e  
Oeer tame

27.aa
27.ac

2(7
242
a n

3033
M O *
a n

Oaenwetien 243 a n 121

Te Wlw aae 31.01 2*0 32*6

Saellaei Cetera 
Oaeraawame 2JC 1.41 027

& M 1.3* 1J3

Sewrae Tame t« m e  aiema harlreed reeeraa

activitie* sre considered. The changes in performsr 

due to thu single movement sre considcraole 

overall net income of 80 becomes s poutive SI. 

million, and total cash generated goes from S3 

million to 85.37 million. T h u  dearly indicates be 

the dependence of a light-deniity railroad on sir., 

movements snd. more importantly, the p o m  

effects of s substantial traffic source with long-t#: 
prospects.

Thus, the overall indication is of s proper.y 

has undergone substantial financial changes over :: 

past 5 years. Although it has M e n  serious diminutic 

in the volume snd ton-miles of svauaoie frets 

traffic, there h u  been sufficient control of costs 

maintain an overall positive cash flow each year aft 

the passenger service u deducted from the results 

high-revenue. moderate-cost movement such as tr. 

proposed for coal could add stability to :he perfor 

anct.

Capital Budgets

Unlike pnvate railroads, the Alaska Raiiro. 

does not have access to capital marxeu. It can.", 

borrow funds for equipment and cannot mortgage . 

property to generate capital. These factors mean tr. 

the only methods of obtaining funds for 

improvements are through internal generstior 

depreciation charges or financial turpiusi rf 

appropriation. It also means that it must h 

cient capital to pay cash for improvements.15

Table IS lists the capital and major rr.ai 

tenance expenses between July 1975 and Sepier 

berl960 along with the source of funds. Cleiri 

about 75 percent of the funding came from aoor- 

priationi rather than from earnings. As noted in tr 

previous section, it tppeari that the principal reisc 

for this is the negative impact of passenger service c 

income. It also indicates that without pitsenge 

service, th* A R R  would have produced ST.79 miilic 

internal capital between 1973 and 19S0 instead c 

the 81.2 million actually available. T h u  would na\ 

reduced the necessary appropriation from SI*.3 a n  

lion to S9.51 million, even assuming that no mone 
had been retained from earlier, more prosperot 

yean. Clearly, the recognition of passenger service t 

a public good requiring public support could have 

major impact upon the railroad’s capital bucge 

flexibility.

ujuaJ m e th o d  uard b y  private ra ilro a d !  to purcnaa# r t  
equipment ia through the ' ‘Philadelphia Plan." in  w m e n  i n  
down payment ia 20 percent o f  purchaae price , w ith  in  
balane* paid oeer IS  years. Becauae rail .p u ip m e m  o ffe r  
excellent aactinty, the in lareu retee are uaually i u o i u n u a n  
below the prime rate.
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Tatolo 18 ‘

Capital tnd Major Maintananoa Programs 
tS mi m iU ian * )

Um two vm ivra 1177 1*T«* T>w

10.7 10.1 (0.1 10.1 (as 11.0
» miil Trart,

lirmini 13 13 3.1 XI 43 144
(awwmani IX 0.7 0.3 43 13-S IS.*
Otfwr ( n m u 013 a.46 0.4 0.3 as 7.(

Trttt U M XI 18 17.i 411

PwnM Sora
Aeortmala-'* S.0 • 3 10 40 1.0 33.3
RaMraae Ejnwnp Q.S 0.1 at 3J 41 13.S

• l» 7 «  im  •  I t -m w it f l ( a m  im>
*143 WMUif i  im  rivtan to Sow ■O vtO Ohtnor tm x i

Sowroi AIMiMMrtiilMOAMMiNwn.

It ia in capital budf*tin| that the Alaika Rail* 

road differ* the m o d  financially from private oper­

ation*. T h u  difference remit* from, and it evident in. 

•evenl feature:, of the budget, including the dutnbu- 

tion among expenditure types, the budget proccu 

and line item justifications, and the types of programs 

included m  the budget. As noted earlier, many of the 

budgeting objectives, fund sources, and utilization 

capabilities differ. These variations are reflected in 

the documents themselves.

The budget tends to be heavily weighted toward 

improving facilities and light equipment rather than 

purchasing rolling stock. In private industry, the 

reverse tends to be true. There are three reasons for 

the difference. O n e  is the ease with which private 

industry can finance equipment. This ease permits a 

relatively modest cash flow to leverage substantial 

amounts of equipment purchases, particularly when 

used in conjunction with reasonable interest rates and 

tax advantages related to interest, investment tax 

credits, and accelerated depreciation. Obviously, the 

A R R  cannot take advantage of any of these. A  

second reason that equipment expenditures receive 

leu emphasis, particularly in marginal years, is that 
individual items are so expennve. A  locomotive costs

1750,000 to (900,000, while can run (40.000 to 

(50,000 each. Thus, it an A R R  budget is cut by 

FR A, O M B ,  or the Congnra, an event which occun 

regularly, it is easier to reduce the fixe of track 

programs than equipment purchases, since the former 

tends to comprise a large number of smaller items and 

personnel requiremenu. With track or structure 

programs, at least some of the improvement can

usually be made, but an equipment acquisition 

program must often be written off entirely even if s 

portion of the funding is not approved. A thud 

reason for these budget priorities is thst n is easier to 

repair older equipment and to keep it operating than 

it ia to operate over track which has not been prop- 

wly mainu-.ed. Ultimately, the differences in 
budget pnonties provide for physical faculties main­

tenance ui the manner of most federal agencies, but 

they do not necessarily respond to marketplace 
influences.

The next difference between A R R ’f budget snd 

those of pnvite capital irises in the budget devel­

opment process and the basis for project selec­

tion and justification O n  private railroads, the 

projects for a capital improvement plan ore developed 

on the basis of cither rate of return or net present 

value of the proposal. The ability to contribute to 

the profitability (usually long terml of the organi­

zation ii the primary cntena of selection. O n  the 

Alaska Railroad, thu does not appear to be stnctly 

the case. A R R  budgeting documents must conform 

to U.S. Department of Transportation requirements. 

These requirements nrely reflect a need to operate 

profitably. Thus, the justification for projects in m e  

A R R  budget u almost inevitably based on cost 

minimization cntena or satufacnon of federal re- 

quuemenu. While cost minimization u an import­

ant part of developing an efficient operation, it may 

or ma y not reflect the most profitaoie use of re­

sources. Such an approach also fails to consider the 

opportunity costs of alternative uses of capital. 

Between the 1978 and 1982 budget requests, that of 

1979 w u  the only one whien contained a cost-benefit 

analysis and a computation of internal rate-of-retum 

for individual project*. In no esse was there in 

attempt to estimate overall returns for groups of 

projects. These overall numbers may be considerably 

different from, the sum of individual returns due to 

various project interdependencies and timings. It 

should be emphutxed that the majority of these 

problems result from the requirement that the A R R  

follow federal budgeting procedures rather thin 

allowing iu management to develop programs, as 

much as possible, on the same buis as private firms.

Tha final difference between A R R  and pnvate 

budgeting practices is the type of projecu incor­

porated into the capital budget. The A R R ’s budget 

includes both strict capital items and major main­

tenance, which would be part of ordinary expenses 

under ICC accounting rules and within most private 

organizations. This causes the income requiremenu 

to be understated. This problem is exacerbated by
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A t  u n  of betterment accounting for track structure 
H  rrpUmtrl atriitr. Tht proportion of tht budget 
which it actually devoted to maintenance rmthtr than 
to capital expenditures it difficult to tttimiM  from 
available data. However, th t FY 1983 budget, at th t 
■injoint level, lieu «ich ittsu  at cross-tie replace­
ment, track surfacing, vegetation control, equipment 
repair and refurbishing, and building repair, none 
o f which appear to ba normal capital items. Once 
■gam, Aa requirement to conform with federal 
budgeting (thit time coupled with railroad betterment 
accounting) dictoru A t  financial picture of A t  
railroad.

Tha final capital budgeting item which requires 
review ia A t  quttuon of deferred maintenance. ARR 
definea deferred maintenance aa:

" . . .  tke tecuatvieud   U u i be** la
be perf ermed ia eider ta bung lb *  phyaeal plant ,<e(o 
tke Nelanel eoeduton and capacity coaiaidared i a n a  ir j  
ta  a ie e w f  udal t  tke level o f fre igat aad » i— nger u n fix : 
tapse iad ."

In 1977, Ae A RR eetimaled deferred maintenance at 
'-888.9 million, with A it increasing to 863 million by 

1980. Of Ae 1977 Alai, 838.7 million w u consid­
ered A  be delayed capital expenditure*.13 Table 19 
Aows Ae breakdown of Aa 1977 Alai by func­
tional araa. It is important A  realise thst these sm s 
do not represent items which make it unsafe or 
difficult A  operate Ae railroad. These are turns 
which Aould be programmed pro j ecu but have had 
implementation delayed. It ia not unusual practice in 
Ae rail industry A  sdopt Ais strategy when revenues 
sre not st an adequate level. Since much of Ae pro­
gramming ia on a cyclical basis and Ae iums are long­
term assets, Ae practice becomes critical only when it 
it continued over an extended jienod. It is also possi­
ble A  “trade” capital expenditures A  exchange for 
higher current maintenance expenditures. Both are 
part of Ae situation at Ae A RR. Thu is particularly 
true for Ae roadbed and track category where many 
of Ae charges are for subgrade which Aould be up­
graded A  dim mate future maintenance demand. 
However, Ae principal result of not performing Ae 
work will be higher current costs, not unsafe condi­
tions or major operational problems. This is Ae 
nature of many of A RK 'i problems, particularly Ac 
delayed capital expenditures, tiAough a good deal of 
Ae tie renewal appears A  be true deferred mainten­
ance.

Thus, it appears that while deferred maintenance

I^ O m v  acsia, tke  * fr*e t a f be turm em  M eeentins fo r track ia 
ta  iM * *M i tb *  apparent l«*»l o f  deferred maintenance. Actu- 
i l ly ,  many track-nU ied  defenvd-m oiauiiaae* Itmau w * de­
layed capital eapcaditura*.

Table 19

Deferred Maintenance by Functional A res  
18 in m d lian il

Rail Relev 3 7 3
Tie Renewal 7 5
Other RoadOad and Track 15 7
TunnN t 1 7
Bridget 4 3
Building* 4  9
Other Fined Facilitie t 15 7
Communication* 0 9
Equipment 0 4

Total 58.9

Source: A ts ia i Railroad FY 1S82 Budget S uom ittii 
Documental ion.

may bacome a long-term difficulty tf Aere m « c  
large traffic increase (more A in  the currently ?r 
jected coal traffic), it does not seem to be a ms; 
current problem. The solution of Ac 
remains difficult A  project until the type of 
structure under which thu railroad will be 
can be determined. If itructured corre. r 
projected organization may provide const. j 
potential A  address Ae problem, certainly more trta 
Ae present federal structure.

Competitive and Regulatory Environment

The Alaska Railroad boA competes ana coo 
•ratcs. wiA Alaska motor earners snd, Aroug.i ; 
barge connections, with marine earners operatic 
between Alaska and Ae United Sutes. Because tr 
local freight carried by ARR u uruuiuble for roa 
haulage due A  its bulk, Ae railroad u relatively fee 
from local competition. The exctptioni a  A u  v  
some petroleum products movement snd Ae loc 
TOFC/COFC service between Anchorage and Fa: 
banks, which amounu a  leu Aan 10 percent of 
total traffic between these two poinu.

However, Acre art numerous examples of loc : 
tariffs which represent cooperative arrangements. ! 
fact, Ae Anchorage-Feirbenks TOFC/COFC reprt 
sents one auch tariff, while oAen include grxi: 
between Delu snd rail poinu, pipe from Seward o 
Anchorage A  Prudhoe Bay. cement from Ancnorrg 
A  inunor point*, snd petroleum produeu between 
variety of placse. Table 20 lisu Mvcral Alux. 
Railroad tariffs which include through riict mvolvin: 
boA Ae Alaska Railroad tnd motor earners. Mato 
earners also provide drayage service* m Anchorage
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Tab la 20

Ala A  a Railroad Tariffs Involving Joint 
Rail-Motor Ratal

jaat-C  r rm m  H ua i r r . » .C _  w W  A s .  N w / n i i M m i  n n  

Xaa-A a I r n n  C e iu ru o sa  W e iw /r* .l/mmvf rvrn

3 I 0 I - K  t e h i *  C t l u a M .  Id eew . U h a w M l n a w
M w m sn e . O ra e a r i . W M tm ffO fl. r u n
W v u ra m q . a n a  A  Laaa I

Xia-J A iM M F M lf l R M ta iM O e  m  
m w ie r ir e u  r w i

U a r a  A lM U  R « l r u d  T t r i l l i  X a V C .  X * » - A .  3 1 0 1 * .

and Fairbanki for the railroad. Table 21 provide* a 
partial lilt of motor earner* involved in joint arrange- 
menu.

It i» th* interline traffic which bhngi the rail­
road into the m « t direct competition with pnvata 
earner*. However, even here, ARR i* functioning in 
cooperation with other pnvau firm*. The nature of 
the commoditie* moved make* the interline traffic 
more competitive than the local.14 Tht marine com­
petitor* in thu *ervic* are Sea-Land Service and 
Totem Ocean Trailer Expreai, who operate container 
ihip* and roll-on-roll-off trailer ihipi, reipectively, 
between Puget Sound port* and Anchorage. Both 
al*o have through u n ff  arrangements with motor 
earner*, a* well a* with the railroad.

Th* importance of thi* traffic i* in the volume* 
available and iu high value. The total' conuiner. 
trailer, and railcar traffic through Anchorage and 
Whituer i* presently about 1...-0.000 ton* annually. 
Of thu, the railroad haul* about 250,000 ton*. Some 
of this is not lubject to alLrmate routingi (like heavy 
machinery, many chemicals, heavy structural shape*); 
however, most could move by any carrier.

The shipper’s choice of carrier ia usually baaed 
on a combination of pnee and service characteristics 
depending on value of cargo and delivery require- 
mmu. Th* most recent innovation used to influence 
market share was the introduction of contract rates 
by the railroad. The** require th* shipper to provide a 
certain minimum number of carloads in exchange for 
certain long-term rat* maximums and service guaran­
tee*. This type of rat* was authorized by federal 
legislation in 1976 and has begun to gain fairly wide

l 4 S e e  “ T r a f f i c  l a w . "  P M  C l M l  f o e  ■ d a a c n p t i o a  e f  t h e  c o m -  
p e u i i v e  c o m m o d i t y  l y p e s .

acceptance nationally only in the last 2 yean. It has 
created considerable controversy in Alaika. princi­
pally because of iu  success. It hu also been me 
subject of court action and a congmiionally man­
dated ICC investigation to determine wnether the 
price* in the railroad's contracts art in conformance 
with lulus lory requiremenu. Preliminary m ulti 
indicate that the rates exceed the mintmum levels 
allowed by law and are well below maximum allow- 
able levela.14

It is th* Interstate Commerce Commission which 
is responsible for regulsuon of the economic relstions 
of the various Aluka motor, rail, and water carriers. 
Executive Order 11107 of April 25 .1963, placed tne 
Aluka Railroad partially under the jurisdiction 
of the ICC for rate-setting purposes. There were two 
exceptions which have created difficulties in the 
railroad's relationship with iu competitor*, both ui 
terms of marketing and in rale making. These two 
sections provided that:

1 . " T h e  S e c r e u r y  . . .  s h e l l  t l l o c i t e  . . .  s  p r o p e r  p o r t i o n  
o f  t h e  c i p i u l  i n v e e t m e n i  o f  U ie  r s i l r o s d  t o  m e  
a s u o n a l  p u b l i c  p u r p o s e s  f o r  w h i c h  i l  n s d  o r i | i n t l i >  
b e e n  b u i l t . "  ( T h u  p e n  o f  t h e  r i i l r o t d ' s  r i l u s t i o n  w u  
t o  b e  e x c l u d e d  f r o m  i h e  c o s u  o n  w h i c h  r s i e i  w e r r  
b a a e d . )

2 .  "  .  .  .  J l a i e e  a n d  c h a r g e e  a h a l l  n o l  b e  d e e m e d  t o  b e  
u n i u s t  o r  u n r e a s o n a b l e  b y  r e e e o n  o f  f a i l u r e  l o  y < e id  
s u f f i c i e n t  r e v e n u e s  10 e o v e r  s n >  s m o u n u  f o r  u s e s  
n o t  a c t u a l l y  r e q u i r e d  b y  la w  10 b e  p a i d  o r  p r o v id e  a 
r e t u r n  o n  c s p i u l  i n v e s t m e n t . "

Effectively these two provisions allowed the railroad 
to retain moit of its rale-miking freedom. This 
situation remained basically uncnanged until 1980 
when passage of the Stagger* Rail Act (and tne 
aubtequent appropnation bill) mandated an investi-

Tabla 21

M oto r Carrier* Involved in Through T ariffs w ith 
th * Alaska Railroad

t t m t  i i v n m .  Inc .
• l  Stait Uoro* ’ Fvqnt. inc.
D r i l l in ' M u d H a u li in  

S i *  T am *  m a n .  I n c
7 r a n i» e n a i» # n  C 4>m «enr 

K I M  T r w c tm f  C y n e e n y .  I n c  
K odt* *  O il f« t0 H # o Jo n . I n c  
M w tl t f t  F r« » fn t L in t .  I n c  
W w a o v y n  C iO fW .. I n c  

A r t t n t r t .  I n c

, 5 I i  s h o u l d  s l s o  b e  n o t e d  t h s t  t h e  I C C  i n v e e t i i s n a n  h u .  f o r  
t h t  T im  t i m e ,  i n c l u d e d  n  c o s t  o f  c s p i u l  f o r  m e  f r d e n i  i n v e s t ­
m e n t  in  t h e  n i l r o s d  t s  a p s r t  o f  t h e  S u u  f o r  d e t e r m i n m *  m e  
) e | i l i t y  o f  m e t .  .

Sew vae A le u ts  R iU re e d  T s n H s  S 0e** A  ts w  301 A l .

C ' 2 5"
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gallon of th* Alaika Railroad's rtJ-w im  rates (th* 
competitive interline movetnenu) to d ttm unt 
wh*th*r they were in conformance with th* prow- 
Bon* of th* aet. Thit represented ■ substantial change 
ia policy, one* tho Staggers Act cor: lam* v«ry apeetfic 
proneon* regarding th* tUowatol* cott battt for rat**. 
Th* statutory language of th* Act make* it clear that 
th* railroad it *xp*ct«d to meet th*** eo«t-baoed 
tariff requiremenu, which now form much of th* 
basu for the interline rau making.14

Provision* of the SUggen Rail Act provide th* 
bast for marketing and management of rail mtyic* 
delivery. They prond* for a food deal of latitude in 
implementation; however, they do require that 
economic efficiency be a batic consideration m 
developing any service and pricing package. They 
also place a number of restrictions on th* relation­
ships between canwrv

Establishing s clear aet of pricing rules for th* 
Alaska R iiItomJ i* probably th* moat important 
function of the new regulatory legtalauon and the 
wbsequem ICC investigation. These rule* define an 
ana of marketing flexibility not previously available. 
These statutory bounds for pricing also allow th* 
railroad to compete more freely, and they protect its 
competitors from predatory pricing. However, it is 
important that they be applied as outimed m the 
ralut* if they ar* to be effectively implemented. 
Artificial restrictions on th* ARR do not appear to be 
in th* best interest* of either the itau, th* ARR's 
competitors, or th* railroad. I f  Alaska ia to develop a 
financially viable transport system, all participants 
must become active eompeutori rather than relying 
on artificial constraints.

1*T k *  I l i u m  Rail A n  o f ! 9 t 0  ma tw u S  foltowmg • long 
a* no* o f doMiisfocuon with iv w lu  o f ICC rvftiU ta ry u t i l i t y  
ta* iu  *(f««t on th * f iru M u l lia b ility  o f th * rail m * iu u y . I t  
had b**a * * * * * * * *  3 months **H i*f by th* Motor C *m *f A n  
o f 1**0 which wHhdrvw mots o f the uonom i* rv fvU tio n i 
• * * 1 *1  M* to  Ik *  trw th ia* icduary. Th * tool* o f th * n i l  
on  wen;

1. “To u i*  th* railroad I of th* oatioo ia rohot:1' alius 
th* rail ry«*m a ***** ta mo*t th* d*r^o*a of 
ia unto la m u n w  ta* th* aouoaal d*f*ao .

S. To reform f*d*ral rafviotary *olirr hi tt la h u m  
t af*. •***“•*•■ sosm n sl. effloMOt, ta* fiaoa- 
atlly ashlo is* ryaem.

3. Ta tmiot th* is* *ya.na ia rtmaia mhlo ia lh* 
prrrsu motiaa af th* m iaay.

4. Ta **o*»4* t rwfslotory yrow»a tha haloaoss th* 
a**d* af corrwra, ■*iyo*rk oo* tho pahlw.

4. To tmiat ia th* iwhoMiuuoa tad flasaaiog of lh* 
rs* *ya*a.~"

The regulatory environment of the S u g g e n  A c t 
provide* a tatting for both tne competitive tnd 
cooperative tmngemtnu between the A la s k t R a il­
road and othar earners. The whole re g u la to ry  strue- 
turn ia fttll in th# implementation tu g e . and the  
precise applicauon procedure for th* new system J  
not yet known with any degree o f  e e ru in ty  How­
ever, it ia certain that the new regulations, i f  im ag in ­
atively applied by management. wUi p rov ide  the  
railroad with considerable opportunity to  im p rove  its  
profitability while iimultaneoutiy forcing im p ro ve ­
ment in the quality of management dau tnd us use. 
They provide a basic framework for e s u b lis h in g  the  
Alaska Railroad as an integral competitive teg m en t o f  
the itau a transport sysum.

Fasaenper Servica
Tht Alaaka Railroad provides regular scheduled 

paaaenger service and special passenger trams. There 
are two distinct parts of the tchtduicd passenger 
service: the long-distance tervict between Anchor- 
age and Fairbanks and the specialised shuttle service 
between Portage and Whittier.

The Anchorage-Fairbanks service includes e- 
press trams daily in each direction with stops 
at Talkeetna and Ocnali Park dunng the sum 
lounat months (May-Sepumber). In addition, 
art three local sued trams (paaaenger and fra^..t 
can) per week dunng the summer. The local trams 
atop aa necessary for paawngen along the route and 
permit hunun, fishermen, and hikers to reach parts 
of Alaaka inaccessible by road. The mued trams ire 
limited by union agreements to a maximum of 
twenty-five freight ears per trim unless granted a 
special txempuon. The txpresa trams operau with 
coaches, a dining car, a lounge car. a dome car, and a 
baggage car for checked luggage. In the winter, there 
ia mued tram paaaenger service once per week. 
Mixed trams in both summer and wtnur have coaches 
and a diner for passenger stmce. The summer trams 
represent one of the moat aslable tourist attractions 
in Southcentral and Inunor Alaaka.

Additional paaaenger service ia offered by the 
Alaska Railroad m the form of a shuttle tram be­
tween Portage and Whittier, a distance of 12.4 miles. 
The train movea autos, trucks, buses, (with passengers 
allowed to remain in their vehicles) on special quick- 
loading flat can and also carries passengtn m coacnes 
for the 3S-mmuU tup, which includes three-and-one- 
half miles of tunnels.

Thia shuttle train provide* access to the sute 
ferry service between Whittier and VaJdet and access 
for the pnvate and commercial boat owners wno 
moor their craft at Whituer. The railroad is the only
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mean* of overland transportation to aud from 
Whittier. The equipment ongtnatM out of Anchorage 
and return* to Anchor*!* each rnght. The dsuttJt 
train from Porta!* to Whittier provides a atomer 
schedule of three round tripe three day* per week, 
four round sip* two day* per week, and two round 
tnp« on th* remaining two dayi of th* week. In 
the winter, th* ahuttl* make* two round trip* be­
tween Porta!* and Whituer on Sunday, Wednaeday, 
and Fnday, returning to Anchor*!* **ch night.

Table 22 indicate* th* total number* of paaaen- 
ten earned by th* Alaika Railroad durinc the tan 
fiacaJ y*an from 1971 to 1980. Paaaer jcr traffic 
haa b**n increaaini annually since 1975. There wtr* 
about 154,000 passenger* earned m 1953, makinf it 
th* highett y*ar in paa**n!*r service on th* railroad. 
Th* paa**n!*n earned in 1979 reached th* aacond 
hi|h**t level (151,045) followed in 1980 by almost a* 
many (150,678).

Table 23 Aows the paaa*n!*r eervic* in th*
laat 2 yean. While th* Anchorage-Fairbanks run
*uff«rrd a traffic lou, there wu a substantial (am on 
both th* Porta|»-Whitticr ihuttl* and fecial train*.
Th* railroad operates excursion train sennets for
special event* auch as the Alaska Stat* Fair in Palmer 
and acemc trips to Seward.

It is important for th* Stat* of Alaska and the 
railroad to focus on th* purpose and function of the 
passenger eervic*. The Stat* h u  already provided 
financial eubeidy to assist in meetin! some of its 
operational deficit and in providing improved shuttle 
service. The passenger equipment now in aemce ia 
old and will toon hav* to b* substantially rehabil­
itated to compel* in the muketplact. The paaaenger 
can art, in general, well-maintained, but are now m

used of modernization, including installation of 
all-*l*ctnc heating and air conditioning. Th* mtenon 
hav* not b**n refurbished except for upholstery. 
According to a memorandum by AMTRAK evalu­
ating th* Alaska Railroad passenger service, dated 
November 21, 1979, the estimated cost to rehabil­
itate passenger equipment would b« about 86 million. 
Th* railroad, in th* n«xt few ytan, can ke«p suffi­
cient equipment in seme*, particularly with the 
recent acquisition of eight long-distance coaches from 
th* Southern Railway. In th* long term, however, 
th* form, style, and mechanical upecti of passen­
ger tram seme* m Alaska must be re-evaluated.

It should be clear from previous portions of this 
report that if tht State of Alaska is to have passenger 
tram stmcr on the Aluka Railroad, it will require a 
substantial public operations] and capital subsidy. 
Th* freight and other rtvenues of the railroad have, id 
th* put, been used u  a subsidy supplement to the 
passenger revenue. Thu is known u  "cross- 
subsidy"—taking freight income to pay for pusen- 
ger operating expenses. However, the suthort feel 
that such cross subsiditition is not m the best interest 
of the ARR. if the railroad it to function efficiently 
u  a buunau enterprise within the state's total trans­
portation system.

In the "Finances" section of thu report, we 
attempted to ascertain more accurately the revenue 
and expenses of freight and paaaenger service (page 
20). Our analysis indicated that the cott of passen­
ger servic* is reasonable when comparing the number 
of paaaenger trains operated to the total number of 
trams. Therefore, the operational costa for passenger 
service appear to be appropriate. The problem is that 
there are aimply an insufficient number of passengers 
to pay operational cosu. Rauing furs to provide rev. 
enut equal to such operational costs would reduce 
the number of passenger! served, leading to a continu-

Table 22

Alabts Railroad Passengers Carried 
FY 1*71-1 M 0

( -< I N eunesn

1971 *4.000
1977 107.000
1973 74.000
1974 94.000
1*75 91.000
1978 94.500
1977 103.537
1971 178.277
1979 151.045
1990 150.578

Source. Alaska Railroad rscordt.
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ntion of the deficit.
Revenue and expenses hav* b**n ail oca tad 

between pueenger and other cxtegonen. Th* m ulu  
o f  th*** ailocaxiom may be found in Tab)* 24. La 
•ach of th* paat 3 yean, passenger wrnc* ha* shown 
a subetantial loaa vhij* freight and other railroad 
—me— hav* ahown * gam. Thia ia bruc even in th* 
light of unfavorable economic condition* and low 
traffic volume* dunng that* yean. The financial 
lo—ea in paaaenger seme* hav* b**n aufficient to 
caua* the Alaaka Railroad to have an overall loaa. 
Thu*, cto— aubaidiution of paaaenger aarvice by 
freight srcvier dearly i* detrimental to the railroad. 
The aubaady required for each paaaenger earned 
waa aa foUowi: 1978-$38.41; 1979-127.87. 1980- 
$38.87. .

It thou id alao be noted that in thu analyai* the 
paaaenger aemi# received credit for revenue from tho 
vehicle* aa well aa th* paaaengen hauled on th* 
Portage-Whutier ahuttl* seme* aad for mad and 
baggage revenue*
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RESTRUCTURING ALTERNATIVES

Tab)* 24

Aladu Railroad Revenue and Expanses 
FY 1S7I—1990 
IS ia mtk— 1

FY m a FY 1*79 FY 1*90

Revenue 
Cedi fxoames

SI.SO 
6.3S

$1.99
9.17

$3.09
7.60

Gam (Low 1 (4.19) (4.211 19.511

F m *M  and Other 
Revenue 
Cesn licenses

27 49 
23.97

23.19
33.10

38.80
33.59

Gem (Loss) 3.49 1.09 131

Note: Otar— sum it  not inchided but may be found 
eli ewwete in in *  reoort.

Seutcei: Aie—e Railroad reoerti; In ttrtta te  Commerce 
Cammimen Investigation: computed bv In t t itu tt  
o f Social and tc ur w n c  Rtsearcn, Unrrettitv c f 
Aleake. and livens and A n a o t tn .  Inc

Paaaenger **tvm  ia important to Alaika. it u a 
—me* that can and ahould be provided by th* ARR. 
However, th* interval* of th* railroad and th* Rate 
would beat b* a*rv*d if paaaenger and freight —me* 
were aeparatcd both operationally and by coat ac­
counting. In that way, paaaenger —me* would (till be 
provided as required and requeued, but with the un­
demanding that th* service requires public subsidy.

Congress may soon pass legislation for th* 
tranafer of th* Alaska Railroad from tht Federal 
Railroad Administration, U.S. Depanmtnt of Trans- 
portation, to the S u u  of Alaaka. Before auch a 
transfer can tnae place, thr Sute of Aluka tn u i i  
determine the organizational structure it will u — vo 
own and operau th* railroad. Thu organizational 
auuetur* will moat probably become the buu for 
auu legulauon.

A potential approach to the auu'a owntnhio 
and operation of the ARR ui the period of transition 
is discussed on pages 34 and 38 of thu report 
(“Alaska Railroad Transition"). The purpose of this 
section ia to describe vinous organizational alter­
natives for th* stau to consider before it —lects Lie 
moat appropriate organization for th* Aluka Rail­
road.

Exiftinf Organizational Limitations 
In selecting an appropriate organization fo r  a 

sute-owned and/or aute-operaud Alaska R ailroaa . 
policymakers must undemand the limitations o f  : * *  
existing organizational structure in order to a 
perpetuating them. The— limiutions are t 
described below:

•  Inability to Obuin Adequate Capital Invest­
ment Fund*. Although the Alaska Railroad, l ike  
any rail property, u  capital intensive, the A R R  nas 
no continuing means for obuuiing adequate fur.es 
for essential capital investments. A ll capital!- :s  
for the Aluka Railroad hav* been obumed o u t o f  
th* revenue generated by the rulroad or fro m  
Congressional appropriations. The railroad is sect 
free, which is advantageous. However, the funcs 
available from the two current capital sources, 
revenue and appropnations. have been insufficient 
to modernize much of the car fleet and otner 
equipment including passenger can. The process 
for obtaining th* needed capital appropriations is 
difficult and usually political, providing the rail­
road with little auunnce that the required funds 
will be available when necessary. The funding 
mechanisms presently available also make it 
impossible for th* ARR to realistically plan tnd 
budget more than a year in advance. There is a 
need for th* Aluka Railroad to be able to b o rro w  
capital investment funds and/or to raise such 
funds from a variety of public and private sources.

•  Marketing is Difficult Because of Competitive
Issues. Aa a federal agency, the Aluka R auroaa 
faces difficult marketing conditions. I f  the ra ilroad  
markets aggressively, other tra nspo rta tio n  firm s  
allege that the reason for the ra ilroad 's  t ra f f ic
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success it public financial K£port. On th* othar 
hand, th* Uck of adequate marketing nay racult in 
th* n**d for public tubaidy. The Interstate Com- 
mere* Commission (ICC) wu mandated by the 
Staffer* Rail Aet of 1980 to investigate such 
allegations. Th* ICC etudy hu  b*«n completed 
and found that th* quactioned rat** char**d by th* 
Alaaka Railroad an comp«niaLory and do not 
constitute predatory pricing, u  wu alleged by 
aom* of its marine and highway competitors. 
Th* Aluka Railroad needs th* freedom to agnr*- 
aively market its transportation aemcea.

i Mina*era rat Does Not Hav* Required Flexibility. 
Alaska's economic activity is dynamic, which 
means that rail service needs also change fre­
quently. Under its federal agency status, the 
Aluka Railroad management does not hav* the 
flexibility required to be responsive to changing 
ml service needs. Even though th* railroad hu 
enjoyed a certain autonomy through the years, 
there are endless federal regulation* which must be 
followed in th* transactions of daily business. The 
ARR management needs flexibility in operating 
the railroad if they are to make it a self-sufficient 
component of Aluka's economy snd if the ARR is 
to contribute its fuli capability to Aluka's overall 
development.

Employee* are Unsure of Their i Lstus. Most of the 
employees of the Alaska Rijlroad belong to 
unions in addition to being federal agency per­
sonnel. Therefore, the employees are uncertain 
whether they work for a railroad or for a federal 
agency. In effect, the railroad personnel have two 
m u  of rules by which personnel ms tiers sre 
MtUed, and often these regulations conflict, caus­
ing confusion and sometimes hampering perform­
ance. They certainly make administration of the 
property difficult.

Needs for Rail Service* Have Changed. The En­
abling Act for the Aluka Railroad estsoiishtd u  
primary purposes for the railroad the connection 
of Interior Alaska with open Pacific Ocean harbors 
and the stimulation of development. These pur­
poses have either been fulfilled or ar* no longer 
applicable. There h u  not been a recent policy 
evaluation or a determination for various aspecu of 
nil Mrvice in Aluka based on th* changes which 
have occurred. These include such change* u :

1. Statehood.
2. Energy development in Alaska.
3. Changes in Aluka ports and port develop­

ment.

4. Marine transportation interface changes
6. Railroad deregulation snd availability of con­

tract rates.
8. Leu reliance on rail tmuport for defense 

Installations. ■
7. Improvements in nonratLroad transportation 

in Alaska.

Due to the** circumstances the sute must clearly 
determine the role that the Aluka Railroad snouid 
now play u  part of the Alaska transportation 
system.

Alaska Railroad is Burdened with Federal Agency 
Requiremenu. The Aluka Railroad, in addition to 
the requiremenu placed on other common camera 
by federal regulations, must also meet various 
federal agency requiremenu. Because it is s federal 
agency, numerous raporu ar* required of the 
railroad that do not conform to railroad practices 
or procedures. The railroad must, therefore, spend 
time trying to force iu operation into s format 
which wu designed for other federal agencies. 
This resulu in nonproductive time snd increased 
documenution either in preparing reports of no 
significant management value, explaining why the 
Aluka Railroad cannot comply with federal 
requiremenu, or explaining whst wu reported in 
an attempt to comply with external demands.

Procurement _ umbersoree and Slow. The Alaska 
Railrosd must follow federal procurement regula­
tions. Since the Alaska Railrosd is the only raiiroad 
owned and operated by the federal government, 
the equipment, miteruls, and supplies for the 
railroad are not common federal tgency purchases. 
There an unnecessary delays in obtaining essential 
supplies and. equipment which often limit the 
railroad's ability to either anticipate or reset to 
mvket opportunities. The procurement process is 
also a public process which tends to preclude 
negotiated purchases snd requires direct cun 
outlays, thereby increasing the cosu.

Passenger Service is Subsidized by Freight. Rail- 
road passenger service is more of a social service 
than a business. Fares (which could be higher than 
they currently arol cannot be raised sufficiently to 
cover the true cost of the service. However, rail 
passengrr Mrvice is publicly subsidized througnoui 
the United States and the rest of the world. Since 
the rail freight Mrvice is used to subsidize passen­
ger Mrvice in Aluka, th* public hu had to provide 
the Aluka Railroad with tax revenues for its 
operation, maintenance, and rehabilitation from
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too* to time. Th* accounting tyrtetn on tha 
Alaaka Railroad doe* not adequately aepansu tha 
freight aad paeeenger coau for railroad expense*. 
Thera ia a n«d to aaparau the freight and pasaen- 
gar coeu and to allocata the paaaenger coet to the 
public aa a aoctal tem ct

•  Alaska Railroad Carnot Negotiate Sotatioa* to Ha
Problem*. Aa a federal afmcy, the Alaaka Radioed 
haa a high degree of public inability. Thia tendi to 
produde the ARR'a necouaunc aolutioru to 
iu  probiema or taking advantage of buainea 
opportunities In the poet, the railroad haa been 
able to make certain buaneai deciatona without the 
neceanty of Waahinfton approval. Recently, 
however, there appears to be a ahifl toward central* 
inuon of dectaon making which prevenu negou- 
auona for buameM within Alaaka.

Railroad Portpective: Public Servica or Buwrteu?

The htatory of the Alaaka Railroad bean out this 
split perspective of the railroad, is it public service or 
business? Viewed historically from a public arrvtee 
perspective, the Alaaka Railroad haa been a success. 
It haa generally accomplished iu public service 
mission by connecting Interior Alaaka with open 
Pacific Ocean ports. The railroad hu assisted in 
developing the urban communities in what haa been 
called the '’Railbeit” of Alaaka. The ARR serves 
Alaska's coal fields: it hu opened up the Matanuska 
Valley agricultural areu; it hu  fostered settlement of 
public lands. In addition, the ARR hu moved larg* 
volumes of commodities to and from Alaskan com* 
munities and between them at a reasonable cost. 
Products have been made available at affordable 
transportation costs. The movement of military 
personnel and material by nil hu aided the national 
defense structure. The railroad hu  also provided 
passenger trams u  t  public Mrvice function.

However, the vuw of the Alaika Railroad from 
the business perspective hu been leu clear and more 
intermittent. The busmeu perspective involves 
railroad economics—meeung fully allocated cosu plus 
e return on the investment. The Alaska Railroad hu 
generally not bean a profitable business enterprise, 
except for a few yarn of substantial traffic resulting 
from the war or pipeline construction.

This dichotomy between public service and 
business railroad operation hu been reflected in the 
management and personnel of the Alaska Railroad. 
Marketing of the railroad's semces, as previously 
mentioned, hu also reflected this conflict of per­
spective. The management decisions which have been 
made on the railroad have, on occasion, reflected

both the public semce tne' die business perspectives.
Fsced with the prospect of state ownersnip snd 

(or) operation of the Aluka Railrosd. tht decision­
makers in the State of Alaska must decide wnether 
the property is to be governed from a public Mrvice 
or a business orientation. The long-range implications 
of thit decuion for the people of A lu k a  are signifi­
cant. Much debate, discussion, and careful consider­
ation will be required to determine thu policy, snd 
the state must also consciously decide *nere to draw 
the line between the public service snd busmeu 
sectors of the enterprise.

One major implication of the state's railrosd 
perspective is in the Miection of the organizational 
alternative for the Alaaka Railroad. The organi­
zational structure chosen by the sute will not assure 
that the railroad will be operated from the per- 
specuve Mlected. but the appropriate organization 
can help to facilitate its operation wiihui tne frame­
work established by the State of Alaska.

Finally, the transfer of the ARR to the sute will 
provide Alaska with an opportunity to benefit from 
the mlroed's past experience under fedenl govern­
ment operation and resolve the uncertainty snd con­
flicts of running the railrosd u  ■ public Mrvice versus 
a busmeu operation.

Assumptions and Criteria for a State 
Railroad Organization

The following assumptions concerning the rail­
road and its relationship to the sute wer* used to 
develop the cntena and proposals for an orgiinizat.on 
to opente a sute-owned railroad:

1. The Alaska Railroad u to be transferreo to 
the SUM of Alaska without direct compen- 
ution of the federal government, but wur. 
indirect cosu to the suu for existing liaoii- 
itiss and any requirements for capital invest- 
menu.

2. The S u u  of Alaska wishes to operate the  
railroad in the most efficient manner, mini­
mizing lh* cost to the taxpayers of the sute.

3. The Alaaka Railroad is an important e lem ent 
of th* sute's transportation sysum, and any 
su u  invettmenu relating to transportation 
will be mad* with full recognition of tr.e 
importance and murmodal nature of L ie  
railroad.

4. Th* Alaika Railroad can and will be respon­
sive to changing needs and opportunities for 
transportation sennets.

5. Th* railroad revenues are to be used to 
provide euen.iai rail service, mtsnujn snd
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improve railroad property, and mart opera­
tional expense*.

6. Tht public's capital inveatmenu art to bt 
protected.

7. Tht n i l  service rmua art to remain compel- 
ttirt.

8. Public railroad operation*! aubaidiei art to bt 
minimized.

8. Rail uatn art to rtctitr y^od *rmct. melud- 
in( adequate service trtquency, an adequate 
number of can, and appropriate car types.

10. Tht Alaaka Railroad ia to cooperate arith 
the atate, local governments, pom, busi- 
nesses, induatne*. and other traniponation 
modei within esublistaed polioti and legal 
conatmnu.

EsUblishing criteria designed to meet the rail 
atrvict nttda of Alaaka will enable the rti’e admini- 
ttration and legialaturt to evaluate the organizational 
alternative* subsequently described. Each organiza­
tional nructure can be maaaured by the ezunt to 
which it satisfies the following criteria:

1. Ability to obtain acceea to public and 
pnvate capital fund*.

2. Freedom of management to make the 
railroad'a operational deciatoni within 
etlabliahed policies.

3. Gear-cut lines of management responsi­
bility and accountability for decisions.

4. Marketing freedom within established poli­
cies and budgetary conatramu.

5. Gear decision-making authority without a 
cumbersome and bureaucratic process.

6. Separation of freight and paaaenger seme* 
function* and accounting.

7. Ability to efficiently procure necetaary sup­
plies. equipment. aerviceC and material* 
within appropriate policies and budgetary 
authority.

8. Management capability to make long-tcnn 
commitment* within e*ubli*h*d policies.

9. Management freedom to negotiate solu­
tion* to problem* and to take advantage of 
errvice opportunities.

10. Industrial development capability on 
Alaaka Railroad land.

11. Performance-bared personnel management, 
including the direct ability to hire, fire, 
promote, train, supervise, and direct re­
quired railroad employee*.

12. Ability to provide financial and other 
incentive* for performance.

We recognize that it may not be poaaible or

acceptable to have a su u  organization which fully 
meeu all of these cr.un*. However, these cnuru are 
important in defining the long-term objectives for the 
Alaska Railroad. The S u u  of Alaika tnould seek 
fin accepubls organizational structure wmch will 
enable the nulrotd to operau as effectively as pos­
sible within these areas.

Organizational Artemrtives ConscJsrad

When we began thu study, vanou* alternatives 
were considered pouiole. Among these were:

•  Keeping the status quo—letting the ARR con­
tinue to operate as 1 federal agency.

•  Allowing the ARR to operau as a federal 
agency corporation like the ConsoUaaud 
Railroad Corporation (Conrul) or Amtrak.

•  Selling the ARR to pnvau nvesxort.

However, during the early stage* jf this itudy the fed­
eral government made clear iu inuntions to divest 
itself not only of the ARR. but also of Conrad and 
Amtrak, which precluded the first two alternatives. 
Further, th* difficulty a pnvau investor would h iv e  
in financing the marginally profitable ARR. in addi­
tion to the complex issue of unresolved land-transfrr 
problems, effectively precluded the third alumstive. 
Thus, there emerged but three remaining altemitives 
that seemed to offer workable opportunities for t.he 
ARR. Thee* included the su u  (1) operating tne a RR 
as a lint agency of the suu. (2) operating it as a state 
public corporation or authonty, or |3) leasing it out 
for operation by a pnvau party. We examine tnese 
three alumauve* in the following paragrapns.

Three Possible Alternatives 
Th* Railroad as a Sute Lint Agency

Under thit-approach, the su u  would uke t i t le  
to the railroad in a manner similar to su u  o w n e rsn ip  
of such other transportation facilities as t t rp o r ts .  tne  
Marine Highway Sysum. and su u  hignwiys. H ow - 
ever, we should ',ou that the long-term a v a ila b ility  
of railroad assistance funding from the federal govern­
ment, either for capital or operating purposes, is very  
uncertain. Thsr* currently exisu no  trust fu n a  for 
railroads as there is for airports or hignw ays.

Under this alternative, the Alaska Railroad 
would logically be made a division or some other u . t it  
of th* Alaska Department of Transportation and 
Public Facilities. The railroad personnel w o u ld  
therefor* become employees of the sute w ith  a ll o f  
the benefiu available to other su u  employees.

Policy direction for the Alaska Railroad as a
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suu  line agency would com* from the i  ow n or. 
from th* legislature through normal legislative pro- 
cwu s. and from th* eoamiscjoner of th* department 
involved.

There we Nvml advantages to establishing th* 
Alaaka Railroad u  a su u  lin* agtscy. Th* manage- 
m*nt lin** of authority and responsibility would b* 
desr. Th* institutional structure* and raaourcei of 
th* S u u  of Alaaka could bv readily available far us* 
on th* railroad. Alaaka Railroad employe** would 
hav* th* fringe b*n*fiu and other advantages of su u  
employment, including reasonable job prouction. 
Sim.* th* railroad already baa a cadre of experienced 
and trained operational personnel, til* transition from 
ftdm l a(*ncy sutus to su u  agency sutus would b« 
easier than other alternatives.

However, there are alto significant disadvantage* 
in orginixwg th* railroad aa a su u  tin* agency. Th* 
ARR would encounter most of tli* tarn* limitations 
as ■ Ram agency u  it now doss u  t  fsdtrai agency. 
On* of th* most critical limitations would b* th* 
inability to obtain «a«ntial capital investment funds 
except by s u u  appropriations. Tht competitive 
issue* raiaud to marketing, management flexibility, 
sut* igtncy regulations, procedures and require- 
menu; th* potential for even more direct political 
influence on operational decaiona; and th* public- 
servKV-venus-busMHs-onenuuon quastiona art all 
disadvantage* of this approach.

While the suu  agtncy alternative should be 
considered, it clearly does not meet most of th* 
cntena esuWiahed for a viable railroad organization. 
If th* Alaaka Railroad ia to adequately fulfill iu  
traruporuiion role within iu technological limit­
ations. a suu  agency organizational structure ta the 
lesat disirabl* of the three alternatives discussed in 
this report. It would be unfortunate if the S u u  of 
Alaaka were ta place the Alaika Railroad in an organr- 
uuonaJ structure that perpetuated the Limiuuoru of 
federal agency sutus.

The Railroad as a Stata M i lie Corporation 
or Authority

Thar* are prectdanu for thia approach, both na­
tionally and internationally. Th* West Virginia Rail- 
read Maintenance Authority and the British Rail Cor­
poration, with tom* variation*, will ttrv* u  example*.

Th* West Virginia Railroad Maintenance Au­
thority. Th* S u u  of West Virginia ha* once 1975 
owned and oprrated a railroad 17 similar in some 
ways to the ARR. The West Virginia Mainunance 
Authority (WVMA) consists of seven pan-time

nf«n.
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'T h * S'm  V in a u  Railroad cam ** no tom snirtta l

members, including th* governor u  an tx-officio 
member. The other ox members art appointed by tht 
governor, with th* content of tht rut* senate, for 
staggered 6-y**r terms. Th* authority meets iu own 
officers and sppotnu an executive director I the chief- 
administrative officer). Th* employees of the author­
ity tn West Virginia work for th* suu snd are non­
union.

The WVMA haa all the powers needed to own 
and operate a railroad. These powers include the abil- 
ity to plan, cany out projects, acquire property, sell 
or transfer property, contracts, and sut or be sued. 
Th* WVMA may raise capital vu railroad authority 
revenue bonds. It may alto acquire railroad ngr.ts in 
other auus. In addition, the authority haa tht power 
of eminent domain.

The railroad experience in West Virginia hu 
been generally successful, and with tome modifica­
tion. lessons learned then may be applicable to 
Alaska.1*

Th* British Rail Corporation. Siner its inception 
in th* lau 1340s. British Rail hu operated u  a profit- 
onenud transportation company, providing bom 
freight and paaaenger service. A rovemmen- 
pointed chairman and an autonomous boa-d - 
actors provide general policy for running the c 
a tion, with ttch director responsible for a par.u _.xr 
facet o f  th* operation (passenger, maintenance, capi­
tal investment, etc.).

British Rail's chief executive is responsible to 
th* board and the chairman, at the tame tune serving 
u  a member of the board. The principal officers of 
British Rail serve at the pleasure of the Chief Exec­
utive.

Th* levels and nature of British Rail's paaaenger 
sernct art negotiated between tht government and 
the corporation, with the govamment paying for pus- 
anger seryicr provided.

British Rail's capital investment package over­
seen by the Minister of Transport includes a 5-year 
plan, the first 3 yean of which are fixed. This esuo- 
lizhes the capital limits, within which investments 
must fail. British Rail can anjy borrow througn tne 
government, and major projects must be approved by 
th* Minister of Transport.

Th* ministry of Transport, through its Railways 
Division, oversees th* capitai investment program of 
Bnuah Rail. It alio hu some safety responsibilities. 
Regulation is not institutionalized. The marketplace 
drives most policy decision* of British Rail.

' * A  copy o f lh * W m i  V l r s m u  M i i n i r n i n c r  A m n o m y  A n  i* 
on f i l e  s i  l h *  A J u a a  D * p a n m « n i  o f T n i u p ' i . - . j u o n  a n d  ? v a i i c  
Faeiliues.

£  - 3  2 -
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Like th* W**t Virginia Railrpad Authority, th* 

Brrtiih Rail Corporation offers a pot*nual organize- 
tional modal fo r the Alaaka Railroad. If  th* Alaaka 
Railroad, under atat* jurisdiction, were organized aa 
an authority or public corporation under carefully 
worded state lefiaLation, no n  of the federal agency 
limitations could be removed. Properly established 
under this approach, the Alaaka Railroad could meet 
all of th* cntena previously outlined for a Rate rail* 
road organization.

Th* principal advantage* of a public corporation 
or authority alternative are an ability to obtain ixcesa 
to required capita] fundi and freedom to manage and 
operate th* railroad within policiei established by a 
board. Management can be given flexibility and 
responsibility and can also be held accountable for 
its decisions. Paaaenger service can be accounted for 
separately and not subsidized by freight service. The 
sute could deurmin* the appropriate levels, loca- 
tions, and other art as of passenger train service in ac­
cordance with their willingness to pay for the service 
selected. Th* tn i/jb i rail service could be marketed 
and required to meet fully allocated cosu. Thus, 
under this organizational scheme, it might be possible 
to reach a compromise between the public service and 
business purposes of the railroad.

A State Railroad with Private Operations
A thud alternative would be for the Sut* of 

Aluka to own the railroad and contract with private 
enterprise to provide for operations. The main 
difference between this and the other alternatives is 
the operation of the Aluka Railroad by a pnvau 
organization.

Several suits, such u  South Dakou and Okla­
homa. are using this approach. These sutes, among 
others, hav* expenenced abandonment of significant 
rail lines that they considered essential to their 
economy and transporution sysUmi. These are using 
su u  and federal funds to acquire and rehabiliuu 
exunsive rail line*. The Department of Transporu­
tion, ai a nrpmenutiv* of the -sute, takes title 
to th* rail property (usually excluding rolling stock). 
The sute then selects a pnvau railroad with the 
required management expenenc*. skills, and inunrtx 
in operating its equipment over the line to furnish 
shippers and receivers with rail Mrvice. An operating 
agreement is negotiated with th* pnvau common 
earner for rail Mrvice. The operational limiutions of 
the railroad can be whiuver the su u  and th* railroad 
ogre* upon.

The negotiated operating agreement can include 
such provisions u  the assignment of mainunanc* 
responsibilities; liabilities; frequency, level, and type

of rail Mnnce; car supply; revenues; and coin. Thus, 
all of the appropriate cnuru for a state raiiroad 
organization can be reflected in the operational 
agreement. This can even extend to the provision of 
required capital.

A major advantage of thu approach is thti once 
the operating agreement has been negotiated, me 
su u  has only s supervisory or overuer responsioility. 
plus whiuver fintncial requiremenu have been 
deurmmed by the negotiations. The railroad oper­
ations can include public service rail requiremenu as 
well as being performance based.

A substantial difficulty with thu alternative for 
the Aluka Railroad u thst no pnvste railroad comer 
is operating within the sute. Too. there is the proo- 
lem of the exuting Alaska Railroad personnel. While 
the pment railroad employees have the necessary 
knowledge of railroad operational peculiarities in 
Aluka, theu are federal agency employees, with 
long-term nghu rather than pnvste employees whose 
nghu are subject to negotiation. Thu could present 
such a significant liability to prospective private 
operators that it might be difficult to find interested 
parties. Thu approach, therefore, may be impractical 
unleu the responsibility for the current Alasxa 
Railroad personnel u assumed by the Federal Rail­
road Adminutration, while a private comer, wnn the 
necessary qualifications, can be attracted as the 
operator. However, no one knows at thu lime 
whether or not auch a pnvau operator exisu.

One variation to the alternative* descnoed above 
ia a concept under consideration in Iowa. It is an old 
concipt which hu proved successful in other organi­
zation! but which ia new in iu application to rail­
roading. It involves the us* of i  general partner and 
limited partnerships.

A limited partnership is a very flexible institu­
tional arrangement which could pountially attract 
substantial pnvtle capital. A major consideration in 
developing this'institutional approach u the desig­
nation of the general partner. In order to legally 
establish a limited partnership, at leut one financially 
responsible general partner must be found or estab­
lished. Th* S u u  of Aluka could esubhsh sn organi­
zation which could become the general partner for 
thu railroad venture. Although limited partners ire 
not subject to liability beyond their investment in the 
partnership, there is usually no l^mit to the liability of 
the general partner.

A limited partnership u, by law, s nonuxible 
entity. All gains or losses from the venture flow- 
directly back to the investors (pannersi for ux 
purposes. Partnerships art thus ittrictive because 
(1) there is no double taxation of income u  with
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corporations and(2) partners ctn take full tax ad­
vantage of loaiM, depreciation allowance*, and u z  
credit*. Tha ability to U l i  advantage of depre­
ciation alio wan cat will bacoaa not* important if tha 
Reagan AdmimitnuonV aecaleriiud depreciation 
propoaal ia anactad. It would ba nacwiry, of courte, 
to K a u n a  laftl n n itn in u  in Alaaka for public 
involvement ia limited partnerships. In Iowa, than u 
no apparent conaututionai prohibition against public 
involvement ia auch arrangement*.

It may ba poutble in auch a limited partnership 
to attract rail users, buainaaamen, pnvau individuals, 
and Alaaka Railroad amployaaa.' among othan. Thus, 
it would ba advantageous to thou with direct rail 
in tarn ta to aaa tha Alaaka Railroad oicceed aa a 
business venture while offenng only limited indivi­
dual liability. Tha idea end concept may ba worthy 
of further consideration.

Ala bo Railroad Trwitrtion

Trarttrtion Leg taler ion end Problems
As noted earlier, lha Federal Railroad Admini­

stration (FRA) haa datarminad that tha original 
intent of tha Enabling Act for asubliahini -and 
operating tha Alaika Railroad haa bean mat and 
fadarai responsibilities diachargad. Thua, for tha put 
several years, several federal administrations and the 
Department of Transportation have discussed divest­
iture of the Alaaka Railroad by the federal govern­
ment. However, it hu  only bean since January 1981 
that tha decision wu made to prepare legislation for 
such a divestiture and implemenution tups taken.

Tha FRA hu shown soma urgency m getting the 
tranafar legislation introduced and paoed. Thu 
urgency results from a reduction of employees in tht 
Federal Railroad Administration, aa wall as desire to 
cut tha capital fund raquast of tha Alaaka Railroad. 
FRA'a schedule calls for passing tha lagulaubn thu 
fiscal year. Tha legislation proposes that tha Sute 
of Alaaka meat tha transfer conditions within one 
year of enactment of tha legislation. Tha draft 
legislation also provides for transferring tha Alaika 
Railroad to othar interested parties should tha Slate 
of Alaska not meat tha conditions for transfer within 
this time pensd.

Tho proposed legislation further embodies a 
numbrr of discretionary "stnnp” attached to tha 
trpfufer which would enable tha fadarai government 
j o  enaure that tha S u u  of Alaika own and operau 
tha Alaska Railroad in a manner commensurate with 
FRA’a preconceived ideas. Failure by tha m u  to 
conform to the provisions of tha Aet would be 
grounds for tha FRA to reclaim the railroad within a 
10-year penod. Tha rationale for the continuing

federal interest in the Alaska Railroad u predicated 
upon tha offer of a no-cost tranafar to the i u u .

In summary, there are numerous problems 
aeaociaud with tht transfer of the Alaska Railroad 
from federal to suu  ownership. Federal transfer 
legislation will likely be passed by Congress oefore 
these problems have been resolved. The U.S. Depart­
ment of Transportation haa not determined tne land, 
the structures, the right-of-way. nor equipment to o* 
included in the transfer. Arrangements hive not yet 
been made to provide for an oratriy transfer of the 
employees from federal agency sutus. There is no 
organuauonil framework esublished within Alasxa 
to accept the ownenhip, operation, or employees 
of the railroad. The FRA is anxious to relinquisn 
ownership, operation, employee, snd funding respon­
sibilities of the Alaaka Railroad. This could poten­
tially retull in postponement of major ARR opera­
tional decisions. Such pottponemeni could jeopardize 
the smooth long-range operauon of the railroad and 
perhaps result in lost traffic—an event not in the best 
inum t of Alaaka. In addition, the employees are left 
in a tu u  of "limbo." not knowing for whom they 
will work, if they will have a job. how the tnnsitr 
will occur from federal employment, or wnai napp. 
to the benefits received u  a federal employee Ti 
employees lack information, and many of their 
questions cannot be satisfactorily answered at this 
time.

S u u  legislation will probably be required to 
accept the transfer of the Alaska Railroad. The sute. 
however, hu made no decision on the transfer 
question or on the organizational structure required 
to own and/or operate the railroad. The current 
railroad isseu, obligations, and liaoilities have not 
clearly been defined, which leaves the sute witn 
inadequate information on the short- and long- 
Urm financial and othir requiremenu accompanying 
the proposed transfer.

The railroad needt to continue ooeration with­
out disruption, since disruption would detrimentally 
affect the s u u ’s economy and economic develop­
ment. And this would come when economic activity 

. ia quickly increasing .
These are some of the more imporunt transi­

tional problems. Unfortunately, these proolcms have 
not yet received the atuntion needed to determine 
ther; full implications. Time and additional efforts are 
required to provide the Alaaka decision-maxers wun 
the information r rcetaary to act in the best interest 
of the suu. The complexities and extent of these 
transitional problems are likely to result in lega. 
actions and court adjudication. A transitional ortegf- 
ii needed to faciliuu the smooth transfer of int- 
Alaaka Railroad from the federal government.
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An Orderly Transition
Even if « •  gaumi that satisfactory fadarai 

legislation can ba drafted and pasaad by Congress for 
tha tnui'far of tha Alaska Railroad from federal to 
suta ownenhip, there will remain a significant 
period for transition. Alone with land, employee, 
competition, and various obligation problems, tha 
smooth transition to suta ownership and operation is 
a most perplexing problem. How the transition is 
handled will hate either a positive or advene im- 
pact—lonj term as well as short term—on tha railroad 
and iU operations as well as on the SUU of Alaska.

Durinc this transitional period, certain needs 
must be met if the railroad is to fulfill its important 
and specirJ transportation function in Alaska. These 
include ths need to:

e Continue the freight tnd passenger operation 
of the Alaska Railroad.

•  Preserve as many pountisJ operational and 
organizational alternatives for the s u u  
as possible.

e Provide adequate legal protection for the 
Alaika Railroad throughout the transi­
tional period.

e Provide interim protection and transitional 
assistance for the employees of the Alaska 
Railroad.

•  Provide adequau time for adjudicating the 
legal issues which have been raised by the

transfer question, such as land title, equip­
ment and railroad property, employee ngnts 
and benefits; existing or pending court cases, 
railroad agreements, contracts, and obli­
gations.

•  Establish an orderly process and procedure 
for solving problems wruch have been identi­
fied or which may true dunng the transition.

•  Provide the time required for the itrte admin­
istration and the legislature to consider the 
issues, to seek solutions to problems, and to 
deliberate carefully on the implications of 
each proposed sute legislative bill without 
being faced with a stringent schedule and 
a cnais-type atmosphere.

Given the general mood of the Reagan Adminis­
tration and the Congress to reduce federal expend­
itures and the federal perception of great Alaskan 
wealth, it ia quite possible that Alaska Railroad trans­
fer legislation will be pused this year. The Sute of 
Alaska will probably be faced with the need for a 
package of legislation which sets the tone and orgini- 
utional framework for sute ownership of the r a il-^ ^  
road if Congress passes transfer legislation. Unde 
these circumstances, there is e genuine need to 
provide for an orderly transition from federal to sute 
ownership. Sufficient time must be allowed to work 
out the myriad transitional problems.

• * • a
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